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THE WHITE HOUSE
WASHINGTON
January 25, 1980
PRESENTATION OF THE SALVATION ARMY'S ANNUAL REPORT
Monday, January 28, 1980
12:25 p.m.

The Oval Office

From: Anne WexlercauJ«_,

I. PURPOSE

To accept the Salvation Army's Annual Report and to celebrate the |
Salvation Army's 100th Anniversary.

ITI. BACKGROUND, PARTICIPANTS, AND PRESS PLAN

A. Background: The Salvation Army traditionally mails
its Annual Report to you; however, because 1980 is
their 100th anniversary, the group requested a
personal meeting with you.

The Salvation Army has invited you to open their
Centennial Conference this June in Kansas City.
No decision has been made on your participation.

B. Particj > ational Commander Ernest Holz
and \Prime orp), Chairman of the National Advisory
Council of the Salvation Army. Osborn, also

Chairman of the Board of Seaboard Coast Lin i
Industries of Jacksonville, Florida, attended a '
Salt II briefing on August 15, 1979. '

C. Press Plan: White House photographer.

ITI. AGENDA |

Commander Holz will present you with the Annual Report and make
some remarks.

IV. TALKING POINTS

o It is a privilege to participate in the celebration
surrounding the 100th anniversary of the Salvation Army

Elsctrosiatic Copy Rade
for Proservation Purposss




in Amerlca. Through the years, I have come to appreciate
the broad .scope- of . your work extending far beyond the
,red kettlesﬁand brass bands at Chrlstmas time with which
itheﬁpubllc s-most famlllar.v. :

ased on- General*Booth s vommltment to mlnlster to the
whole""man, the Salvatlon Army in Amerlca has ‘taken

-}the lead -inia’ w1de range" of’ social’ services. I commend

you: for the. CllnlCS, recreatlon centers, chlldren s
camps, homes for -unwed- mothers .as well as-the emergency
f glng and sheltef’E?EEIBE'. ’ :
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ARNOLD BROWN
GENERAL

ERNEST W. HOLZ
COMMISSIONER

THE SALVATION ARMY
NATIONAL HEAD'QUUAR'I;ERS

120-130 WEST FOURTEENTH STREET

OFFICE OF
THE NATIONAL COMMANDER NEW YORK, N. Y. 10011 (212) 620-4908

January 28, 1980

Thé President
The White House
Washington, DC

Dear Mr. President:

It 1is my pleasure to present an informal annual report
of the work of The Salvation Army. The balance sheets of
the four Salvation Army territories in the United States tell
our financial story for the last calendar year. Highlights
of our varied programs of service are touched upon in the
listing on the covering folder.

But programs and dollars raised and spent are only in-
dications of our services to the American people.

Our mission 1is essentially spiritual.

It 1is a privilege to welcome neglected children to our
neighborhood centers. But it is a greater privilege to help
those children -- and their parents -- begin to learn about
God's love for them, to see an unhappy, divided family begin
to enjoy a wholesome family life.

As we work to help an alcoholic, or a discharged prisoner
back on his feet, we rejoice at every evidence of progress--
a job, better health, an orderly life. But, we always pray
that 1like the Prodigal Son in the Bible, he will come to him-
self and return to his Father.

The spiritually poor, the lonely, and the alienated are
found in all walks of life, in affluent neighborhoods as well
as poverty-stricken ghettoes. Our desire to serve i1s not
limited by any boundary of race, creed, color or class.



The trust that the public feels for our organization
i1s shown in the time that busy men and women give to
serving on our advisory boards. We feel that the public
relies on us to use the funds they give us wisely and
thriftily. We have a obligation to examine our programs
and keep them up-to-date, or discontinue them if no longer
needed.

We believe that these four reports covering our
stewardship in the 50 states show an honorable record, and
that we will continue to merit the support of the American
people that we serve in the name of the Lord Jesus Christ.

rd
&
7

ﬁfime F. Osﬁorn IIT
CHAIRMAN
NATIONAL ADVISORY COUNCIL



Statistical Highlights of Salvation Army Services

Community Centers

Help for the Addicted

Older People

Young People

Family Aid

(Calendar Year - 1978)

The Salvation Army operates
over 900 community centers
where children, families,

and older people found whole-
some recreation, Sunday School,
worshlip services, and caring
professional help -- 1f needed.

Over 57 thousand men and women --
alcohol and drug abusers --
received rehabilitative treat-
ment at our nationwide network

of adult rehabilitation centers.

The Salvation Army sponsors 384
centers for senior citizens
where approximately 200,000
older people found companionship,
and the opportunity to develop
new interests and hobbies.

Over 26 thousand youngsters
attended our summer camps. We
sponsored more than 2,000 Boy
Scout and Girl Guard troops with
a membership of over 40,000.
Over 94,000 children attended
our Sunday Schools. More than
7,000 were members of young
people's bands. Over 25,000
preschoolers were tenderly
nurtured at our day care centers.

Material assistance and counsel-
ling services were provided to
2,420,125 persons in troubled
families.



Prison Work

League of Mercy

Holiday Help

Emergency Service

World Services

-2-

Personal counselling and practical
assistance were given to over
162,000 inmates, released prisoners
and their families.

Salvation Army volunteers visited
almost 4 million persons in
hospitals, nursing homes and other
institutions throughout the year.

During the Thanksgiving-Christmas
season, over 2% million persons
were aided so that they and their
families might share in the joys
of the season.

Over 500,000 persons received food,
shelter, furniture and/or clothing
to tide them over during disasters,
such as flood, fire, hurricanes,
tornadoes, etc.

The Salvation Army responded with
financial and material aid to the
victims of natural and man made
disasters around the world, including
the refugee "Boat People" of South
East Asia, the Nicaraguan civil
strife, hurricane floods in India,
Jamaica, The Philippines, Dominica,
Trinidad, Dominican Republic and
Haiti. Individual Salvationists
also gave a total of $4,900,000
toward the support of Salvation

Army aid programs in 38 less
developed nations where an extensive
ministry of social services and
evangelism is maintained.

STAFF

Five thousand commissioned Salvation
Army officers assisted by 229,000
volunteers and 22,000 employees
bring these services to the American
people.



In 0 states,
The Sabvation cArmy gperates

over Y000 centers
serving

children ® families ® older people ® the handicapped ® pre-schoolers

alcoholics ® drug addicts ® prisoners ® parolees
unmarried parents® the hospitalized ® disaster victims ® the needy
through
neighborhood corps community centers ® summer camps

residences® adult rehabilitation centers ® group homes

family counselling bureaus ® service extension units
emergency disaster canteens ® Christmas/ Thanksgiving aid
visitation in institutions ® day care centers ® correctional bureaus

staffed by

5,000 commissioned Salvation Army officers
229,000 volunteers 22,000 employees



COOPERS & LYBRAND

CERTIFIED PUBLIC ACCOUNTANTS

A MEMBER FIRM OF

COOPERS & LYBRAND (INTERNATIONAL)

The Salvation Army
Western Territorial Headquarters

We have examined the balance sheet of The Salvation Army Western Territorial
Headquarters as of September 30, 1978. Except as set forth in the following
paragraph, our examination was made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting

records and such other auditing procedures as we considered necessary in the
circumstances. :

In accordance with the terms of our engagement, we did not examine the assets
and liabilities of the social service institutions or the Evangeline Residences
for Young Women as of September 30, 1978 included in the accompanying financial
statements and, accordingly, we do not express an opinion on them.

As discussed in Note 2, the financial statements of the Western Territorial
Headquarters of The Salvation Army at September 30, 1978 are not in full compliance
with generally accepted accounting principles nor the Audit Guide issued by the
American Institute of Certified Public Accountants on "Audits of Voluntary

Health and Welfare Organizations'". The effects on the financial statements as a
result of the noncompliance are not reasonably determinable.

As discussed in Note 3, it is the policy of the Salvation Army to self-insure.

The financial statements of the Western Territorial Headquarters of The Salvation
Army'at‘September 30, 1978 do not include an accrual for estimated future liability
on currently pending insurance claims. ’

In our opinion, except for the amounts relating to the social service institutions
and the Evangeline Residences for Young Women included therein, as discussed in

the third preceding paragraph, and except for the effects, if any, of not fully
adopting generally accepted accounting principles and the Audit Guide, as discussed
in the second preceding paragraph, and except for the effects of not accruing
estimated future liability on currently pending insurance claims, as discussed

in the preceding paragraph, the aforementioned balance sheet presents fairly

the financial position of The Salvation Army Western Territorial Headquarters

at September 30, 1978, in conformity with generally accepted accounting princi-
ples applied on a basis consistent with that of the preceding year.

chﬂv \—-M.

Los Angeles, California
January 12, 1979



THE SALVATION ARMY

WESTERN TERRITORIAL HEADQUARTERS

ASSETS: o

Current Funds:
Operating:
Cash:

ples as well as the provisions and reporting presentations
outlined in the American Institute of Certified Public
Accountants' Audit Guide "Audits of Voluntary Health and
Welfare Organizations", except as follows:

a) Results of operations are presented in selected income,
expense and appropriations statements and a statement
of changes in fund balance is presented for certain
funds. The Audit Guide provides that the results of
operations be presented in a statement of support,
revenue and expenses and changes in fund balances
including all funds, and a statement of functional
expenses.

b) Costs of additions to furniture, fixtures and equipment
are charged to replacement reserves in the current
fund. Related depreciation is not recorded. The Audit
Guide requires assets to be capitalized and depreciated
over their estimated useful lives.

c) Proceeds from the disposal of land and building fund
assets are generally included as income in current
funds, whereas the Audit Guide provides that gains and
losses from such dispositions are to be reflected in

the Land, Building and Improvements fund.

BALANCE SHEET
September 30, 1978

LIABILITIES AND FUND BALANCES:

Current Funds:
Operating:

Accounts payable:

Western Territorial Headquarters §137 635 Western Territorial Headquarters §501 727
Social Servxce Instxtutlons (unaudited) 684 452 5822 087 Social Service Institutions (unaudited) 529 414
Accounts recelvable, Inter Salvatlun Lo:cnggyable to Board Designated 468 815
Army and. other: ——== 81 499 956
Western Territorial Headquarters - 858 849
Social Service Institutions (unaud)ted) 290 283 1 149 132 Miscellaneous Funds - Social Service
Inventories, principally at first-in, Institutions (unaudited) 132 124
first-out cost (not in excess of market)
Western Territorial Headquarters 34 217 Working Capital Fund:
Social Service Institutions (unaudited) 3 151 Western Territorial Headquarters,
Deposits and advances 32{ g?s page 804 471
P _— Social Service Institutions, page 4
2 349 861 (unaudited) (86690
Board Dcsignated:
P Board Designated:
Sccurities, at cost (market value
b w0 Accounts payable 555 954
$53,939,833) 53 090 227 Officers' Sick Benefit and Burial

Cash and temporary investments 2 106 631 Fund, page 10 610 561

. Officers' Retirement Fund, _page 11 9 249 309

Accounts and notes receivable 1 269 107 Employees' Pension Fund 4 903 484

Loans reccivable from Land and Deposit from Annuity Fund 1 596 473

Buildings And Improvements Fund 8 045 809 Men's Social Service Department
Loans receivable from Operating Fund 468 815 In:::::czngu:zusts : Zg? ?2%
Other ' 311 708 65 292 297 World Services Projects Fund, page 12 1 150 421
== <’ o7 Fund for Equipment Replacement -
. , Western Territorial Headquarters 142 447
Donor Designated: Bequests, Property and Maintenance
Securities, at cost (market value Funds, and Deposits of Proceeds of
$9,867,789) 9 624 141 Local Appeals 43 467 149 45 297 297

Cash 34 808 Donor Designated:

) Accounts payable 860

Real estate and improvements _371 784 10 030 733 Donor Designated Funds' balance 10 029 873 10 030 733
Total current funds 121672 89} Total current funds 17672 891

Land, Buildings And Improvements Fund: Land, Buildings And Improvements Fund:
Land (834 properties in 296 cities) 25 642 468 Mortgages payable, with interest rates
ranging between 3% and 8%% 11 889 671
Bunldxngi ang émpruvements (geslg 098,767} 87 351 059 Loans payable to Board Designated Fund 8 045 809
accumulated depreciation o _87 351 059 Fund balance, page & 93 058 047
112 993 527 112 993 527
Segregated Gift And Employees’ Retirement Segregated Gift And Employees' Retirement
Annuity Fund: Annuity Fund:
Securities, at cost (market value
$4,623,458) 4 175 889 Accounts payable 1 522

Cash 682 315 i ' i

Deposit with Board Designated Funds 1 522 203 Fund for retired employees' annuities 93? 580

Accounts receivable 217 307 Accrued obligation for annuity contracts 4 992 487

Real estate and improvements 73 684 Fund balance 717 809

6671198 $6.671.98
The accompanying notes are an integral part of this financial statement.
1. Summary Of Significant Accounting Policies: 2. Compliance With Audit Guide, Continued:

a) The financial statements include all activities of The
Salvation Army in the Western Territory except those of d) A noncontributory retirement plan for officers is self-
divisions and corps. However, investments held in funded and annual provisions are discretionary. In
trust and real estate and related obligations pertaining addition, contribution by the Western Territory to a
to divisions and corps are included. self-funded pension plan covering eligible employees is

determined by a stipulated percentage of employees'

b) Real estate is stated at cost or, if donated, at salaries. Under generally accepted accounting principles
appraised value at the date of gift for property used the provision for pension plans should be based upon an
for Salvation Army purposes. Depreciation of buildings accepted actuarial cost method and a liability for
and improvements is provided over their estimated prior service cost should be disclosed
useful life, 50 years, on .the straight-line method.

Land and buildings with a net book value of $18,804,000 e) The fair value of certain marketable securities and
are pledged as collateral for mortgages payable. receivables from expected legacy proceeds is not
. recorded in the current funds. Additionally, the land

c) Marketable securities are stated at cost or, if donated, and building fund includes parcels of property held for
at the market price at date of gift. Undistributed resale purposes recorded at nominal value. The Audit
earnings was increased $3,266,873 by net gains of Guide requires these assets to be recorded at cost or,
securities and was decreased $3,554,291 by income if donated, at appraised value at date of gift.
distributed to the Board and Donor designated current
funds in excess of dividends and interest received from
securities. Income distributed to all trust funds was 3. Self-Insurance:
made in accordance with The Salvation Army's policy of
distributing income earned on such securities based The Western Territorial Headquarters is self-insured for
upon a stated percentage of the average trust fund losses up to $250,000 per occurrence and insurance coverage
balances during the year. is maintained for losses exceeding that amount. It is The

Salvation Army policy to not recognize liabilities on pending

claims in excess of the fund balance. At September 30,

1978, estimated claims of the Insurance Fund were approxi-

mately $400,000 in excess of the fund balance of $1,637,143.
2. Compliance With Audit Guide: The excess of estimated claims over the fund balance can be

compensated for, if necessary, by an appropriation from

The financial statements are prepared in accordance with other Board-Designated Funds.

national accounting policies of The Salvation Army. These

policies comply with generally accepted accounting princi- . . .

4. Commitments And Contingencies:

The following is a summary, by year, of future minioum
rental payments required under operating leases, principally
for facilities, that have initial or remaining noncancelable

lease terms in excess of one year as of September 30, 1978:
Fiscal Year
Ending
September 30, Amount
1979 $736 000
1980 543 000
1981 310 000
1982 158 000
Later years 49 000
Total minimunm
payments required $1.296 000
There are no material sublease or contingent rentals.
The Salvation Army is defendant in several lawsuits, the

outcome of which is highly uncertain. In the opinion of
management, unfavorable outcome of the lawsuits would not
have a material adverse effect on The Salvation Army's
financial statements at September 30, 1978.



THL SALVATION ARMY

WESTERN TERRITORIAL HEADQUARTERS

BALANCE SHEET
September 30, 1978

ASSETS:
Current Funds:
Operating:
Cash:
Western Territorial Headquarters $137 635
Social Service Institutions (unaudited) 684 452 5822 087
Accounts receivable, Inter-Salvation
Army and other: -
Western Territorial Headquarters 858 849
Social Service Institutions (unaudited) 290 283 1 149 132
Inventories, principally at first-in,
first-out cost (not in excess of market):
Western Territorial Headquarters 334 217
Social Service Institutions (unaudited) 3 151 337 368
Deposits and advances . 4] 274
2_349 861
Board Dcsignated:
Securities, at cost (market value
$53,939,833) 53 090 227
Cash and tcemporary investments 2 106 631
Accounts and notes receivable 1 269 107
Loans reccivable from Land and
Buildings And lmprovements Fund 8 045 809
Loans receivable from Operating Fund 468 815
Other 311 708 o ,97 297
Donor Designated:
Securities, at cost (market value
$9.867,789) 9 624 141
Cash 34 808
Real estate and improvements 371 784 10 030 733

Total current funds

Land, Buildings And lmprovementa-Fund:

11672 83)

Land (834 properties in 296 cities) 25 642 468
Buildings and lmprovements (net of
accumulated depreciation of $18,098,767) _87 351 059

412 993 527

Segregated Gift And Employees' Retirement
Annuity Fund:
Securities, at cost (market value

§4,623,458) 4 175 889
Cash 682 315
Deposit with Board Designated Funds 1 522 203
Accounts receivable 217 307
Real estate and improvements 73 684

$£.671 398

The accompanying notes are an integral part of this financial statement.

1. Summary Of Significant Accounting Policies:

a) The financial statements include all activities of The
Salvation Army in the Western Territory except those of
divisions and corps. However, investments held in

trust and real estate and related obligations pertaining

to divisions and corps are included.

b) Real estate is stated at cost or, if donated, at
appraised value at the date of gift for property used
for Salvation Army purposes. Depreciation of buildings
and improvements is provided over their estimated
useful -1ife, 50 years, on the straight-line method.
Land and buildings with a net book value of $18,804,000
are pledged as collateral for mortgages payable.

c) Marketable securities are stated at cost or, if donated
at the market price at date of gift. Undistributed
earnings was increased $3,266,873 by net gains of
securities and was decreased $3,554,291 by income
distributed to the Board and Donor designated current
funds in excess of dividends and interest received from
securities. 1Income distributed to all trust funds was
made in accordance with The Salvation Army's policy of
distributing income earmed on such securities based
upon a stated percentage of the average trust fund
balances during the year.

2. Compliance With Audit Guide:

The financial statements are prepared in accordance with
national accounting policies of The Salvation Aroy. These
policies comply with generally accepted accounting princi-
pPles as well as the provisions and reporting presentations
outlined in the American Institute of Certified Public
Accountants' Audit Guide "Audits of Voluntary Health and
Welfare Organizations”, except as follows:

a) Results of operations are presented in selected income,
expense and appropriations statements and a statement
of changes in fund balance is presented for certain
funds. The Audit Guide provides that the results of
operations be presented in a statement of support,
revenue and expenses and changes in fund balances
including all funds, and a statement of functional
expenses.

b) Costs of additions to furniture, fixtures and equipment
are charged to replacement reserves in the current
fund. Related depreciation is not recorded. The Audit
Guide requires assets to be capitalized and depreciated
over their estimated useful lives.

c) Proceeds from the disposal of land and building fund
assets are generally included as income in current
funds, whereas the Audit Guide provides that gains and
losses from such dispositions are to be reflected in
the Land, Building and Improvements fund.

LIABILITIES AND FUND BALANCES:

Current Funds:

Operating:
Accounts payable:
Western Territorial Headquarters $501 727
Social Service lnstitutions (unaudited) 529 414
Loan payable to Board Designated
Funds 468 815 s1 499 956
Miscellaneous Funds - Social Service
Institutions (unaudited) 132 124
Working Capital Fund:
Western Territorial Headquarters,
page 804 47)
Social Service Institutions, page &
(unaudited) (86 690) 717 781
2.4y b61
Board Designated:
Accounts payable 555 954
Officers' Sick Benefit and Burial
Fund, page 10 610 561
Officers' Retirement Fund, page 11 9 249 309
Employees' Pension Fund 4 903 484
Deposit from Annuity Fund 1 596 473
Men's Social Service Department
Funds and Trusts 1 979 352
Insurance Fund 1 637 143
World Services Projects Fund, page 12 1 150 421
Fund for Equipment Replacement -
Western Territorial Headquarters 142 447
Bequests, Property and Maintenance
Funds, and Deposits of Proceeds of
Local Appeals 43 467 149 65 292 297

Donor Designated:

Accounts payable 860
Donor Designated Funds' balance 10 029 873 10 030 733
Total current funds 11 672 831
Land, Buildings And lmprovements Funda
Mortgages payable, with interest rates
ranging between 3% and 84% 11 889 671
Loans payable to Board Designated Fund 8 045 809
Fund balance, page 4 93 058 047
112993 327
Segregated Gift And Employees' Retirement
Annuity Fund:
Accounts payable 1 522
Fund for retired employees' annuities 939 580
Accrued obligation for annuity contracts 4 992 487
Fund balance __137 809
s6.611.298

Compliance With Audit Guide, Continued:

d) A noncontributory retirement plan for officers is self-
funded and annual provisions are discretionary. In
addition, contribution by the Western Territory to a
self-funded pension plan covering eligible employees is
determined by a stipulated percentage of employees’
salaries. Under generally accepted accounting principles
the provision for pension plans should be based upon an
accepted actuarial cost method and a liability for
prior service cost should be disclosed.

e) The fair value of certain marketable securities and
receivables from expected legacy proceeds is not
recorded in the current funds. Additionally, the land
and building fund includes parcels of property held for
resale purposes recorded at nominal value. The Audit
Guide requires these assets to be recorded at cost or,
if donated, at appraised value at date of gift.

Self-Insurance:

The Western Territorial Headquarters is self-insured for
losses up to $250,000 per occurrence and insurance coverage
is maintained for losses exceeding that amount. It is The
Salvation Army policy to not recognize liabilities on pending
claims in excess of the fund balance. At September 30,

1978, estimated claims of the Insurance Fund were approxi-
mately $400,000 in excess of the fund balence of $1,637,143.
The excess of estimated claims over the fund balance can be
compensated for, if necessary, by an appropriation from
other Board-Designated Funds.

Commitments And Contingencies:

The following is a summary, by year, of future minimum
rental payments required under operating leases, principally
for facilities, that have initial or remaining noncancelable
lease terms in excess of one year as of September 30, 1978:

Fiscal Year

Ending

September 30, Amount
1979 5736 000
1980 543 000
1981 310 000
1982 158 000
Later years ___49 000

Total minimum
payments required $1.296_000

There are no material sublease or contingent rentals.

The Salvation Army is defendant in several lawsuits, the
outcome of which is highly uncertain. In the opinion of
management, unfavorable outcome of the lawsuits would not
have a material adverse effect on The Salvation Army's
financial statements at September 30, 1978.



THE SALVATLION ARMY

WESTERN TERRITORTIAL HEADQUARTERS

STATEMENT OF SUPPORT, REVENUE, EXPENSES
AND CHANGE IN FUND BALANCES
For The Year Ended Scptember 30, 1978

Public support and revenue:
Public support:
Contributions
Donations in kind
Legacies and bequests

Total public support

Revenue:

Ilnvestment income

Sales of materials and
supplics

Net gain on disposal of
properties

Net allocations from (to)
other Salvation Army units

Other

Total revenue

Total public support
and revenue

Expenses:
Program expenses and

allocations:

Medical and retirement
claims

World services projects

Payments to annuitants

School for officers
training

Program departments of
Territorial Headquarters

Total program expenses
- and allocations

Continued

. Segregated
Current Funds Land, Gift And
Unrestricted Restricted Buildings And Employee
Board - Total Donor Improvements Retirement Total
Operating Designated Unrestricted Designated Fund Annuity Fund All Funds
$106 731 $106 731 $637 880 $744 611
$9 181 227 9 181 227 : 9 181 227
L 6 081 004 6 081 004 4 855 498 10 936 502
9 131 227 6 187 735 15 368 962 5 493 378 20 862 340
3 235 983 3 235 983 326 290 $260 164 3 822 437
908 608 ' 908 608 908 608
1 065 726 1 065 726 29 807 1 095 533
906 808 3 477 741 4 384 549 394 156 (14 541) 4 764 164
33 030 33 030 _16 042 L 49 072
1 815 416 7 812 480 9 627 896 766 295 245 623 .10 639 814
10 996 643 14 000 215 24 996 858 6 259 673 245 623 31 502 154
2 192 412 2 192412 2 192 412
475 158 475 158
206 214 206 214
661 931 661 931 661 931
559 867 559 867 _ 559 867
$1 221 798 $2 192 412 $3 414 210 $475 158 $206 214 $4 095 582



THE SALVATION ARMY
WESTERN TERRITORIAL HEADQUARTERS

STATEMENT OF SUPPORT,

REVENUE,

EXPENSES

AND CHANGE IN FUND BALANCES, Continued
For The Year Ended September 30, 1978

Supporting services:
Fund raising
Insurance expensc
Cost of materials sold
Property maintenance
Purchase of furniture and

equipment

Management and general
Other

Total support services
Depreciation on buildings
Total expenses

Fxcess (deficiency)
of public support
and revenues over
expenses

Other changes in fund balances:
Transfer to social service
institutions to cover

operating deficit

Funds returned to other
Salvation Army units
for land and building
acquisitions

Net increase in land and
buildings

Net decrease in mortgages
and loans payable

Interfund transfers, net

Fund balance, beginning of year

Fund balance,
end of year

Segregated
. Current Funds Land, Gift And
- Unrestricted Restricted Buildings And Employee
y Board Total Donor Improvements Retirement Total
Operating Designated Unrestricted Designated Fund Annuity Fund All Funds
$143 650 $143 650 $75 000 $218 650
$2 360 042 2 360 042 2 360 042
703 358 703 358 703 358
1 460 196 1 460 196 14 598 1 474 794
1 692 055 1 692 055 1 692 055
2 057 350 565 636 2 622 986 27 769 $5 016 2 655 771
_ 226 067 226 067 _ 5588 R 231 655
2 904 358 6 303 996 9 208 354 122 955 5 016 9 336 325
R e e SL 679 186 _ _1.679 486
4 126 156 B 496 408 12 622 564 598 113 1 679 486 211 230 15 111 393
6 870 487 5 503 807 12 374 294 5 661 560 (1 679 486) 34 393 16 390 761
(4 051 668) (4 051 668) (4 051 668)
(5 629 120) (5 629 120) (254 036) (5 883 156)
9 358 058 9 358 058
- (600 310) (600 310)
(2 730 774) 669 985 (2 060 789) 2 121 537 (335) (60 413)
716 426 62 595 194 63 311 620 2 500 812 85 980 120 763 829 152 556 381
$804 471 $63 139 866 $63 944 337 $10 029 873 $93 058 047 $737 809 $167 270 066
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Ma.‘y‘ I-veOmn‘;e_n_d.to‘ your thoughtfﬁl consideration _oi.1r_52_nd Balance Sheet -
and Statements of Account for the Southern Territorial Headquarters of
The Salvation Army for the fiscal year ended September 30, 1978.

In recent:yea’rs Americans have become acutely aware of the existence of
vast pockets of poverty in the midst of our affluence. These pockets are
to be found everywhere and they provide an inescapable challenge to our
society. . Salvationists have known of their existence, of course, for our
officers and social workers have ministered to the poor ever since the
Army commenced its work in the United States in 1880.

‘When we speak of poverty we thmk of the unemployed, the underernployed
and the unemployable. We also think of fa.m111es deprived of a bread
winner, as well as people who can't get decent accommodations. for their
children, but there is another kind of poverty that The Salvation Army
grapples with as well. This is: the poverty of those who are deprlved of
the benefits of wholesome family life; whose personalities are warped by
addiction to alcohol or drugs; those who, though affluent, find little or no
joy in living, whose hearts and homes are shattered by inner dlSCOI‘d which
so often leads to total disintegration.

Thus, when one says. that Salvationists devote themselves to the poor and
needy, one must see this in the broa.dest perspectwe. ‘For the poor and
needy exist in all classes of modern: society and The Salvation Army
be11eves it has ‘an obligation to minister to all classes. This obligation
~ arises from a spiritual compulsion that recogmzes no bounda.ry of -
= ra.ce, creed ‘color or class.

A;s vyou' fr_ev_iew this report covering the stewardship of The Salvation Army
in'the fifteen Southern States and the District of Columbia, I remind you
that behind ‘this record of dollars and cents stand the generous support and
‘ si.ipe'rb' service of thousands of people, young and old. Thank you for vour
' concern: and interest and I trust The Salvation Army will continue to merit
your: support and confidence as we serve ''Others'' in the name of the Lord
: .J'esus Chrlst. - '

Ernest W _ Holz
COMMISSIONER
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J'lThe Salvation Army : -
-~ Southern’ Territorial: Headquarters-
‘ Atlanta, Georgia v

- Wel have examined the balance sheets of the Southern Territorial Headquarters
of The Salvation Army as. of September 30, 1978 and" 1977, and the related
v‘statements of 'support,. revenue, and expenses and changes in fund balances for
" the years then ended. Except as stated in the following paragraph, our
examinations ‘were made in accordance with gemerally: accepted auditing
standards and accordingly, included- such tests of the. accounting records
and such ‘other auditing procedures as we considered necessary in the
: circumstances.v S

In accordance with the terms of our engagement, our procedures did not
include examination of the separate financial statements of other Salvation
Army units, which include Divisional Headquarters, Corps and Adult
Rehabilitation Centers. The recorded amounts of contributions and other
revenues allocated from these units tc the Southern Territorial ‘
Headquarters are based upon amounts reported by the respective units.

The -aforementioned financial statements _are- in conformity with generally
accepted accounting principles except with respect to the pension costs for
the officers' retirement reserve, absence of . capitalization of certain
equipment and furnishings and: nonrecognition of gains‘and’ losses from the
disposition of land and building fund- assets, all as more fully described in
Notes A and C. .

In our opinion, except for the effect which is-not reasonably determinable of
the accounting policies which are not in accordance with generally accepted
‘accounting principles, as. described in the third paragraph, the financial
statements referred to above present fairly the financial position of the’
Southern Territorial Headquarters of The Salvation: Army as of September 30,
1978 and 1977, and the results of its operations and the changes in its fund
balances for the years then ended, in conformity with. generally accepted '
' accounting principles applied on a consistent basis. :

;In our. report dated January 13 .1978, our opinion on. the 1977 financial
~statements: was qualified as being. subject to ‘the effects on the’ 1977
{gfinancial statements. of such adjustments, 1f any, as might. have been-
' determined to be necessary had we examined the detail records maintained by
. the Divisional Headquarters, Corps and Adult Rehabilitation Centers.. :.In-
- 1978, it was determined that the-effects of such ad justments,. if any, would
_.'appropriately be recognized as increases or decreases in reported revenues of
.the/ current period (see Note D) and would not require restatement of.
fpreviously reported amounts.. Accordingly, our present opinion on the 1977
financial statements, as presented herein, is different from that expressed

- in. our. previous report. :

Atlanta,bGeorgia
January 5, 1979



BALANCE -SHEET

THE SALVATION ARMY--SOUTHERN TERRITORIAL HEADQUARTERS

September 30,

ASSETS

Cash and cash items
Investments in .pooled marketable
securities, at. .cost--Notes -A and B
Accounts receivablegsi;
Accounts- receivable--Intra—Salvation Army
Inventories—=Territorial Headquarters,
at approximate .cost- ~
Deferred charges and other assets
Investments held in trust
Securities, at cost (market—$1,134,986)—
Notes A and B v
Investment in pooled income fund—
Notes A and- B.- .
Loans receivable from Land and Bulldlng
Fund-—Salvatlon Army properties--(contra)‘
Mortgages. and: notes recelvable
Real estate held in’ trust -
Land .and buildings, at. cost less

accumulated: depreciation of $20 017 297——-37-

Note A

LIABILITIES AND FUND BALANCES

Accounts payable

Accounts payable to Institutions and other
Headquarters

Deferred credits_

Notes and mortgages payable

Loans’ payable’ to Board. Designated Fund

Employee pension. ‘fund—Notes A and C

TOTAL' LIABILITIES

'FUND BALANCES
Undesignated
‘Territorial" Headquarters
‘Men's Social Service
.. Corps and Divisional reserves
‘Land and Building Fund

Designated

See notes to financial statements

1978 with Comparative Totals for 1977

CURRENT FUNDS

UNRESTRICTED
~ "BOARD —
| OPERATING  DESIGNATED TOTAL -
$ 32,948 § 829,549 s 862 497;2
4,311,391 24,186,963 28, 498 35427{;
. -0~ 1,052,250 . 1,052,250
792,370 o- 192,370
. 423,605 - -0- 423,605+
78,976 298,699 377,675 "
~o- 540,867 540,867 ..
-0- -0- ~0- -
-0- -0~ -0= fﬁf
-0- 8,947,498  8,947,498". |
-o- 868, 883 868,883 ;-
-0- 1,013,722 1,013,722
~0- =0= . ‘O‘Qf?:
$5,639,290 $37,738,431 $43,377,72i
$ 126,567 § 82,726 § 209,293 .
-0- 88,496 88,496
40,599 830,273 870,872
-0~ Jy Q-
~0- - -0~ ~0-
. 0= 478,505 478,505 .
167,166 1,480,000 - 1,647,166 -
782,073 ~0- 782,073 |
© 220,716 -0- 220,716~
4,469,335 -0- 4,469,335 "
-0- -0~ —0-"
5,472,124 =0~ 5,472,124 -
: -0- 36,258,431 36,258,431 -
75,472,125 736,258,431 41,730,555
$5,639,290 $37,738,431 $43,377,721




LANDAND

TOTAL ALL FUNDS

e e G SEGREGATED
‘ DONOR BUILDING . ~ ENDOWMENT ANNUITY
RESTRICTED . FUND - -@[vl+FUND FUND
3, 695 1667 6, 504, 620" 1,687,344 <0~
=0-+ -0- -0- 11,676
- -0-. -0- -0- - =0-
-0- -0- -0- -0-
' -0- -0- -0- -0-
249,467 -0- -0~ -0-
-0- -0- -0- 1,173,435
-0- -0- -0- 308,410
-0- -0- -0-" -0-
-0- 130,799 -0- -0-
-0- -0- -0- -0-
-0- 129,039,474 -0- -0-
$3,944,633  $135,677,513 '$1,687,344 $1,496,611
$ -0- § 2,620 $ -0~ § -0-
-0- -0- -0- -0-
-0- -0~ -0- 14,132
-0- 8,876,666 -0- -0-
=0-- 8, 947 498 -0- =0-
=0-. -0- -0- ~0-:
=0-' 17,826,784 -0~ 16,132
~0- -0- -0~ -0-
-0~ -0~ -0- -0~
-0~ -0~ -0~ -0~
~0=: " 6,504,620 -0- -0—
ST R =0 6,504,620 -0- -0-
- 3,944,633 " . 111,346,109 = 1,687,344 1,482,479
3,944, 5333;“-117,850,729. 1,687,344 1,482,479
$3 944 633 ~$135,677,513 $1,687,344 31,496,611

23—

$186,183,822

1978 1977
S 868,207 § 235,414
40,385,484 33 769 ;003

1,063,926 - 908,138"
792,370 771,794
423,605 422,906
377,675 366,766
1790, 334 537,121

1,173,435 1,668,593
308,410 230, 748

8,947,498 8,260,730

©.999, 682 992,366

1,013,722 999, 528:
129,039,474 121,000,154
$186,183,822 $170,163,261
s 211,913 § 107,135
88,496 - 142,168
885,004 490,021

8,876,666 '~ 8,546,340

8,947,498 . 8,260,730

4781505 512,118

19,488,082 18,058,512,
782,073 . 775,385
220,716 220,716
4,469,335 3,734,203
6,504,620.- 5,951,724
11,976,746 10,682,032
154,718,996 = 141,422,717
166,695,740 152,104,749
$170,163,261




BALANCE - SHEET
THE SALVATION ARMY--SOUTHERN TERRITORIAL HEADQUARTERS

~ September 30, 1977

CURRENT FUNDS

| S

UNRESTRICTED
" BOARD .
: SR OPERATING DESIGNATED TOTAL

ASSETS '

Cash and cash items R ' " $ 128,077 $ 101,804 $ 229 881u"_7

Investment in pooled marketable : , ' SR

. securities, at cost--Notes A and B : 3 426, 259 + 19,052,689 22 478 9483TL'”

Accounts receivable o : . -0- 908,138 908,138

Accounts receivable--Intra-Salvation Army ‘ 771,794 - - : =0- '77l 794;-Qﬂf

Inventories—-Territorial Headquarters, ' . S

at approximate cost " 422,906 -0- 422,906
Deferred charges and other assets ’ 80,043 286,723 366,766
Investments held in trust ' -0- 300,936 300,936
Securities, at cost (market--$1,687,730)--

Notes A and B ‘ ‘ -0- -0- -0-
Investment in pooled: income- fund--Notes' A and: B - -0- -0- -0-
Loans receivable: from-Land:and:Building: Fund-— :

Salvation Army:: propertles--(contra) S . - =0-- 8,260,730 8,260,730 .
Mortgages and  notes: receivable ' , -0-- 925,100 925,100
Real estate held in- trust " o ' -0- 999,528 '999,528
Land and buildings, atlcost less accumulated. .

depreciation.of $18,085,564=~Note A . - . ) -0- -0- -0-

$4,829,079. $30,835,648 $35,664,727.

LIABILITIES AND FUND BALANCES

Accounts payable ‘ $ 91,931 11,460 § 103,391

Accounts payable to Institutions and

other Headquarters g -0- 142,168 142,168
Deferred credits : S - - 6,840 474 ,872 481,712
Notes and mortgages payable ° -0- i-O— -0-
Loans payable to Board Designated Fund oo -0-- : -0- -0-
Employee pension fund--Notes A and C ' =0- .512,118 " 512,118

©* .~ ! TOTAL LIABILITIES - 98,771 1,140,618 1,239,389

FUND BALANCES - -

. Undesignated: _ R :
‘Territorial Headquarters ; » " ~~.775,389 -0- 775,389
Men's Social Service ' .- - ' f~ 220,716 -=0- 220,716
Corps and Divisional reserves o _ 3 734 203 -0-- 3,734,203
Land and Building Fund - e -0- -0-

: B 7 4 730 308 - -0- 4,730,308

Designated o T ST ~-0- .29 695 030 29,695,030

‘ ' - T '4 730 308 + 29 695 030 . 34,425,338
oy oo +$84,829,079 %$30,835,648 $35,664,727

See notes to financial statements

s -



{

LAND. ANDvly-“

g SEGREGATED
DONOR =~ - " BUILDING '/ ENDOWMENT ANNUITY TOTAL
] RESTRICTED - FUND:  FUND FUND FUNDS
s ,40;%7$'?7'1”1 744 s -0- $ 3,789 $ 235,414
3,761,299 s, 951,724 1,577,032 -0- 33,769,003 .
. -0- -0- .. -0- -0- 908,138
-0~ —0- -0- -0- . TTL,79%
-0- -0- - -0- -0- 422,906
S -0- ~0- -0- -0- 366,766
236,185 -0- -0- ~0- 537,121
-0- -0- -0- 1,668,593 1,668,593
-0- -0- -0- 230,748 230,748
-0- -0- -0- -0- - 8,260,730
-0- 67,266 -0- -0- 992,366
-0- -0- -0- -0- 999,528
-0- 121,000,154 -0- —04,'.121,000,154_:
$3,997,484 $127,020,888 $1,577,032 $1,903,130 $170,163,261
$ -0- $- 1,744 -0- $ 2,000 $ 107,135
-0- -0- -0- -0- 142,168
0- . ~0- ~0- 8,309 490,021
-0- 8,546,340 -0- -0- 8,546,340
-0- 8,260,730 -0- -0- .. 8,260,730 ...
-0- - -0- -0- -0- . 512,118 .
~Z0- 16,808,814 ~0- 10,309 18,058,512
~0- -0- -0- -0- 775,389 .
i =0= -0- -0- -0- . 220,716
=0- -0- -0- -0- 3,734,203
Z0= . 5,951,724 —0- -0- 5,951,724 .
0= T 5,951,724 . 0= ~0- 10,682,032
‘3, 997 484 5104;260,350 1,577,032 1,892,821 141,422,717
'3 997‘ 42‘345 110,212,074 1,577,032 1,892,821 152,104,749
-;s3;9§i;484:'$127,020,888 $1,577,032  $1,903,130 $170,163,261



STATEMENT OF SUPPORT, REVENUE AND EXPENSES AND CHANGES IN FUND BALANCES

THE SALVATION ARMY--SOUTHERN TERRITORIAL HEADQUARTERS

Year Ended September 30, 1978 with Comparative Totals for 1977

‘Public support and revenue:

Public support:
Contributions=-Note D -
Contributions.to Building Fund
Legacies and bequests

Revenue.
Investment income—-Note A
Allocations. from other Salvation Army Units
Program service fees .
Sale of materials and supplies
Miscellaneous
R ' ’ TOTAL REVENUE -
. TOTAL °UBLIC :SUPPORT.“AND: REVENUE "
'Expenses
Program expenses::and. allocatlons
.Medical and retirement" claims-—Note A
‘Payment to. annuitants and distrlbution of .
revenue: : .
-Returns. to: Salvation ArmyzUnits
World Service Projects:: .
School for Officers" Training
' TOTAL PROGRAM EXPENSES
AND ALLOCATIONS
Supporting services:
Property maintenance costs
Cost of materials sold
Management and general

Depreciationéén_buildingsht

EXCESS (DEFICIENCY) OF ‘PUBLIC-

~ DESIGNATED® .

'TOTAL PUBLIC SUPPORT

~0- ™

TOTAL SUPPORTING SERVICES ]

TOTAL EXPENSEST.

SUPPORT AND REVENUE.‘.

Cther changes in fund balances:
Appropriations between funds.
Distribution of endowment earnings o SERNE
" Net increase in equlty in ‘capitalized land and’ buildings

" . NET INCREASE (DECREASE)’ FOR THE YEAR

Fund balance at beginning of year . ‘

~OVEREXPENSES -

FUND BALANCE AT END OF YEAR $ 5,472,124

See notes to financial statements

$36,258,431

CURRENT =
UNRESTRICTED

| BOARD - -

OPERATING

1 006§;r

$ 4,986,990. $ |
5,000 _ 5,790,962
4,991,990 -54791‘962¢
258,016 - 1,138,248
2,932,561 5,829,112
25,000 -0- -
1,869,935 -0-
70,741 - =0=
5,156,253 . 6,967,360 ...
10,148,243 ' 12,759,322
-0- 1,408,311
_0- -0— L
2,913,257 4,785,839.
- -0- 549,768 |
675,295 -0- ' |
3,588,552 6,743,918
336,677 -0-

1,430,766
12,659,383 2,072,482

5,606 ,826- 2,072,482 .

— 0= —0-
8,015,378 __8,816,400
2,132,865 3,942,922 -
(1;394,049) . 2,540,728
3,000 79,751
-0-. -0-
741,816 6,563,401 |

4,730,308 29,695,030 "




FUNDS

LAND' AND

- | 'SEGREGATED : :
ﬂ}:f*ji ;;~, * DONOR - ‘BUILDING ~ ENDOWMENT  ANNUITY - TOTAL ALL .FUNDS
VTOTALTU‘glRESTRLCTEDH'“‘ 'FUND - 'FUND FUND - 1978 , 1977
o '$ 4, 987 99of]sl 038 481”-“ =0~ § -0- § 170,874 : § 6,197, 345- $ ' 6,136,002
: L=0= C=0- 4,248,892 -0- .. A =0- | 4,248,892 3,460,083
5,795,962° 903,824 . . =0= 61,819 -0= - 6,761,605 6,332,553
10,783,957~ 1,942,305 4,248,892 61,819 170,874 17.207.842 ~15.928.638
1,396,264, 242,431 376,028 96,351 125,563 . 2,236,637 3,373,847
8,761,673 563,857 -0- =0~ - =0- 9,325,530 5,872, 844
25,000" -0- -0- -0- -0- - 25,000 - 86,780
1,869,935 =0- -0- -0- -0-. 1,869,935 - 1,655,146
s 70,741 -0- -0- -0- -0- 70,741 - 55,660
- 712,123,613 806,288 376,028 96,351 125,563 13,527,843 ;
22,907,565 2, 748 593 4,624,920 158,170 296,437 . 30,735,685
1,408,311 -0- -0- -0~ -0- 1,408,311
-0- - -0- -0~ -0- 109,818 109, 818
7,699,096 2,138,865 5,251,165 -0- ~ -0- 15,089,126
549,768 - 78,827 -0 -0- -0- 628,595
675,295 _-0- -0- -0- -0- 675,295
10,332,470 - 2,217,692 5,251,165 - -0- 109,818 © 17,911,145 13,681,209
336,677. -0- -0- -0- -0- *’336;677 - 310,925
1,430,766 -0- -0- -0- -0~ 1,430, 766. 1,170,573
. 4,731,865 —0- -0-. -0- -0-' 4,7317865. . 4,327,149
T 6,499,308 —-0- =0 .- _.-0- —0- 6,499,308 5,808,647
- 0= —0- 2,221,895 —0-  -0- . 2,221;895 2,003,764
: 716, 831 778 72,217,692 7,473,060 =0- 109,818 - _ 26,632,348 _ 21,493,620
6% 075 787: 530,901 (2,848,140) 158,170 186,619 '4;103;337 © 5,479,295
1 146 679' (597,352) (859) 48,493  (596,961) 0= -0-
82,751 13,600 -0- (96,351) =0 : -0- "« . =0-
coo g -0- 10,487,654 -0-- . * =0= 10,487,654 - - 11,005,293
: 7 305,217 ‘7 (52,851) 7.638.655 110,312 (410 342) ~ 14,590,991 ~ 16,484,588
“f34 ;425,338 3,997,484 110,212,074 1,577,032 1,892,821 152,104,749 135,620,161
, $41;736§555i $3,944,633 -$117,850.,729 $1,687,344 $1,482,479 $166,695,740 $152,104,749



STATEMENT OF SUPPORT, REVENUE AND EXPENSES AND CHANGES IN FUND BALANCES _ o

THE SALVATION ARMY—SOUTHERN TERRITORIAL HEADQUARTERS : L

Year Ended September 30, 1977
CURRENT - - =
UNRESTRICTED |
BOARD _ ‘
S . L . OPERATING DESIGNATED
Public support and revenue: o %
Public support: ' R
Contributions-—Note D $4,333,320 .
Contributions ‘to Building Fund -0- : -
Legacies and bequests : R o : 7 . 14,642 . 5,269 046;

‘ TOTAL PUBLIC SUPPORT .4,347,962 5,269,046 "
Revenue: o ' ' ‘ R
Investment income—-Note A 212,824 2,414,196

Allocations from other Salvation Army Units 2,208,068 2 505,210 - .~
Program service fees 86,780 ' =0=-
Sale of materials and supplies 1,655,146 -0-
Miscellaneous 55,660 - =0= .
TOTAL REVENUE 4,218,478 4,919,406
_TOTAL PUBLIC SUPPORT AND REVENUE 8,566,440 10,188,452
Expenses '
' Program expenses and allocations:
Medical-and retirement claims—--Note A -0- 1,023,353
Payment to annuitants and- distribution of ‘ )
revenue -0- -0- .
Returns to Salvation Army Units 2,038,619 4,202,581 ~°
World Service Projects -0- 374,464
School for Officers' Training A ' , 597,883 -0-"
TOTAL PROGRAM EXPENSES e
o AND ALLOCATIONS 2,636,502 - 5,600,398
Supporting services: ?
Property maintenance costs - 310,925 -0-
Cost of materials sold 1,170,573 -0- o
Management and.general ) . , o o0 2,312,145 2,015,004 |
o 'TOTAL SUPPORTING SERVICES . 3,793,643 2,015,004 - -
Depreciation on buildings.v. o =0- - =0="=,
T TOTAL EXPENSES 6,430,145 7,615,402: :
' EXCESS (DEFICIENCY) OF PUBLIC 'SUPPORT - ]
' : AND REVENUE OVER EXPENSES 2,136,295 2,573,050 .
Other changes in fund balances ' :
Appropriations between funds (1,560,774) 810,667 J
Distribution of endowment earnings- : ' 2,985 . 80,151~
Net increase in equity in capitalized land and buildlngs =0~ -0=."
. NET INCREASE FOR'THE YEAR .578,506 3,463,868 }
Fund balance,at beginning of year 4,151,802 26,231,162
FUND BALANCE AT END OF YEAR - 54,730,308__$29,695,o30, (

See notes to financial statements

'
1 L

* Certain amounts have been reclassified to conform to 1978 presentation.

- i,as_



FUNDS

" LAND AND

SEGREGATED

-0__

B _ﬂ‘?ff DONOR BUILDING ENDOWMENT  ANNUITY.
TO_TAL--’ S ,RESTRIC'I‘ED . ___FUND_ FUND FUND TOTAL
§ 4,333 320; $1 095,804 -0- -0- § 706,878. % 6, 136 ,002
L UZ0= I 3,460,083 -0- . . -0- 3,460,083
5,283,688 1 048,865 -0- -0- -0- 6,332,553
9,617, ,008 - 3144, ,669:-- "~ 3,460,083 _ —0- 706,878 _ 15,928,638
12,627;020 230,419 340,214 94,170 82,024 3,373,847
4,713,276 1,159,566 -0- -0- -0~ 5,872,844 .

86,780 -0- -0- -0- -0- . 86,780
1,655,146 -0- -0- -0- -0- 1,655,146

55,660 -0- -0- -0- -0- 55,660

9,137,884 1,389,985 340,214 94,170 82,024 11,044,277

18.754.892 3,534,654 3,800,297 94,170 788,902 _ 26,972,915
1,023,353 -0- -0- -0- 0= 1,023,353

-0- -0- -0- -0- 77,538 77,538

6,241,200 1,547,222 3,524,358 -0- -0- 11,312,780

374,464 295,191 -0- -0- -0- . 669,655

597,883 -0- -0- -0~ -0~ 597,883

8,236,900 1,842,413 3,524,358 -0- 77,538 13,681,209

310,925 -0- -0- -0- -0- 1,310,925

1,170,573 -0- -0- -0- -0- .1,170,573

4,327,149 -0- -0- -0~ -0-, 4,327,149

5808647 0= ~0- —0- —0- 5,808,647

- T =0= ~0- 3,003,764 ~0- =0- 2,005,764

.. 15,065,547 1,842,513 5,528,122 —0- 77,538 21,493,620
4, 709 345 : 1,692,241 . (1,727,825) 94,170 711,364 5,479, 29;'

( 750 107) (430,985) 1,222,235 -0- 41, 143)

83,136 .~ 11,034 ~-0- (94,170) - -0- -0-
== 0= _ 11,005,293 - .=0- _-0-. 11,005,293 -
4,042,374 .7 1,272,290 10,499,703 . =0- 670,221 16,484,588

30) 382, 964];.2,725,194 99.712.371 1,577,032 1,222.600 135.620.161.
s34 425 338  $3,997,484 $110,212,074 .§1,577,032 §$1,892,821 $152,104,749




NOTES TO FINANCIAL STATEMENTS

THE SALVATION ARMY--SOUTHERN TERRITORIAL HEADQUARTERS

_ NOTE A-—ACCOUNTING POLICIES

»»The accounting principles followed by the Southern Territorial
‘Headquarters of: The Salvation Army and the methods of applying those
‘principles which materially affect the determination of financial position
and results of operations are summarized -as follows.

'Basis of Presentation ‘ The Southern Territorial Headquarters of The
. Salvation Army ‘is’ the governing headqua*ters for Salvation Army activity
in the: Territory. The accompanying financial statements include assets,
liabilities, and operations resulting from activities of the Southern
Territorial Headquarters and certain units under its immediate authority.
The Salvation Army in the United States of Americahas -established uniform
accounting policies and practices. The Southern Territorial Headquarters
has adopted these policies and practices as follows:

SUMMARY OF THE FISCAL POLICIES AND PRACTICES OF THE SALVATION ARMY IN THE
UNITED STATES OF AMERICA

The Salvation Army, like many other voluntary welfare organizations,
receives support and revenue from a multitude of sources. Whereas most of
the support received is unrestricted and may be used for any purpose, a
certain amount is designated for specific programs or goals, such as a
building campaign. In addition, a Salvation Army unit, within policies
established by its supervising headquarters, may designate for. special
purposes amounts of unrestricted contributions it has received.

All financial activities are classifed into the following funds:

a. Operating and board designated fund
b. Donor restricted fund

c. Land, building and equipment fund
d. Endowment fund

e. Life income and annuity fund

Salvation Army policies have been established for:

a. Investments——within each territorial geographical area, all funds

eligible for investments (board designated funds, endowments., property

- maintenance and equipment replacement reserves, etc.) are held in a -
central portfolio maintained at Territorial Headquarters, under the
control of the Board of Trustees and with the guidance of experienced
and knowledgeable investment personnel. Income from the central
_portfolio is distributed to the constituent accounts based upon a
stated percentage of the account balances during the year. Funds

required by law to be invested in separate portfolios are handled
accordingly.

-10-




NOTES TO FINANCIAL STATEMENTS--CONTINUED

THE SALVATION ARMY--SOUTHERN TERRITORIAL.HEADQUARTERS

. NOTE A~-ACCOUNTING POLICIES——CONTINUED

Land and building-—the costs’ of all fixed assets purchased by The

"fgSalvation Army are- recorded in the year of their acquisition and are

qreported as major property and. equipment acquisitions in the -

"Statement of Support, Revenue, and Expenses and Changes in Fund

"“Balances .

Depreciation and replacement and maintenance reserves-—a depreciation

expense on buildings at a uniform annual rate of two percent (2%) is
reflected as a non-funded charge in the unit's reports. - In lieu of
recognizing depreciation on.certain equipment and - furnishings, The
Salvation Army sets aside funds. for their replacement.. -Payments
approximately .equal to depreciation are made from the unit's -operating
funds to equipment replacement reserve accounts. This procedure
provides for sufficient real funds being available when needed.

Timing of revenue and'expense recognition-~the. principal accounting .

methods-affecting the timing of the recognition of .revenue:and
expenses are the cash method and the accrual method. . The" cash method
is used by the smaller units for recording transactions. during the
course of the year. At the fiscal year—end the accrual method is then
used to recognize certain types 'of normal financial transacttons."
Larger units have developed year round-accrual accounting and.
reporting capabilities. The Salvation Army classifies expenses by
function in all units which deliver service to the' public.

Donated services, prgperty,-equipmentnand-material—-the value of

donated services is included in the "Statement of ‘Support, Revenue,
and Expenses and Changes in Fund Balances”, when such valuation is
necessary for per diem cost reimbursement by a third party. Other

didonated services are not recorded. when they are insignificant or do
. not meet the criteria set forth in the A.I. C.P.A. Audit Guide.
Donations of land building and equipment are included in the support

- .. séction of the "Statement of Support Revenue, and’ Expenses and

fChanges in Fund Balances" in the year in which they are received. The
.value assigned to the asset is fair market value at the time of the
ﬂdonation.

In addition to the uniform accounting policies and practices described
above, which apply to all Salvation Army units, the following policies and
practices also apply to the Southern Territorial Headquarters:

-11-




NOTES. TO FINANCiAL STATEMENTS~-CONTINUED

THE SALVATION ARMY--SOUTHERN TERRITORIAL HEADQUARTERS

de

€.

NOTE A—-ACCOUNTING POLICIES--CONTINUED

The support of the Southern Territorial Headquarters is partially
based upon allocations from other Salvation Army units, including

-Divisions and’ Adult Rehabilitation Centers. The allocations are based
‘upon a fixed percentage of contributions and other revenues received

at the unit level. 1In addition, certain expenses of the School For

Officers' Training are also underwritten by the Divisions on a formula

basis.

Gains and losses arising from the sale of land and buildings are
reflected as direct additions to or reductions from the fund balance
of the Land and Building Fund. Further, additions -to equipment and
furniture are not capitalized but are charged against replacement
reserves, which are a portion of the Board Designated Fund Balance.
Generally accepted accounting principles require that gains and losses
from the sale of land and buildings be recognized as items of revenue
or expense, and that disbursements for equipment and furniture be
capitalized as assets- and depreciated over their estimated useful
lives. :

The Southern Territorial Headquarters provides publications, books and

supplies, uniforms, etc., to its local member units:at cost:plus a
fixed percentage markup to cover overhead and certain operating
expenses of the Southern Territorial Headquarters.

Income to support the funds for retirement, medical and burial, and

various insurance coverages are allocated from Divisions, Corps, and
Social Service Institutions. Retirement and medical allocations are
based on a fixed premium basis per individual. The employee pension
plan is a fully funded "money purchase plan.”

The Southern Territorial Headquarters is self-insured for property
losses up to $50,000 per claim and insurance coverage is maintained
for any losses which exceed $250 000 in the aggregate in any three-
year period.

'NOIE'BE-MARKETABLE SECURITIES

- Marketable securities, except those required by law to be invested in
separate portfolios (segregated annuity fund), as of September 30, 1978
and 1977, approximated $40,385,484 and $33,769,003, respectively, at

cost,

and $40,292,442 and $33,337,494, respectively, at fair market value.

These securities have been allocated prorata to the various funds, based
upon contributions to the total securities portfolio.

-i2-
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NOTES TO FINANCIAL STATEMENTS--CONTINUED

THE SALVATION ARMY—SOUTHERN TERRITORIAL HEADQUARTERS

NOTE B—-MARKETABLE SECURITIES--CONTINUED

The Southern Territorial Headquarters has consistently followed the
practice of maintaining ‘a security valuation reserve resulting from gains,
losses, income and ‘expenses of securities transactions. The reserve at
September 30, 1978 and 1977, of $686,580 and $1,318,699, respectively, is
reported as part of the board designated fund balance.

NOTE C--RETIREMENT PLANS

The Southern Territory maintains a pension plan which provides for death,
disability and retirement benefits for eligible employees. The plan, as
amended in 1975 and approved by the Internal Revenue Service in 1976, is
administered by the Board of Trustees of the Southern Territory and the
plan's assets are held by a bank trustee. Annual contributions to the
plan are based on stipulated percentages of employees' salaries and are
funded by assessments from the respective Salvation Army units. The
Southern Territorial Headquarters maintainé reserves to fund past service
cost and to provide benefits for employees who retired prior to the
amendment of the plan in 1975. ‘

A noncontributory retirement reserve for officers of the Southern
Territory is self-funded through assessments made to the various units.
Annual provisions to the reserve, which are discretionary in amount, are
not determined by .an-actuarial cost method. Contributions to the reserve
amounted to $980,173 and $534,067 for the years ended September 30, 1978
and 1977, respectively. The officers' retirement reserve is not accounted
for in accordance with generally accepted accounting principles, which
require recognizing anticipated future retirement costs ratably over the
estimated working lives of the officers.

NOTE D--CONTRIBUTIONS

TheiSouthern Territorial Headquarters recognizes, as a contribution, a
portion of the revenue from reported sales of donated goods made by Adult

~  Rehabilitation Centers to approximate the contributed value of the goods.

‘Such contributions amounted to $4,944,571 and $4,287,788 for the years
ended September 30, 1978 and. 1977, respectively, and are used to fund

- current- years' operations. The Southern Territorial Headquarters also
receives support from other Salvation Army units, including Divisions and
Corps, in amounts generally based on a specified percentage of the

- respective unit's revenues, as reported by the units.
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NOTES TO FINANCIAL STATEMENTS--CONTINUED

THE SALVATION ARMY--SOUTHERN TERRITORIAL HEADQUARTERS

NOTE E——SEGREGATED ANNUITY FUND

The annuity contract fund balance includes $299 358 of funds maintained by

a financial institution from which annuitants receive: payments based upon
the earnlngs of the fund. The remaining fund balance 1s represented by

_life income and annuity funds held by another ‘financial institution from

which annuitants receive payments based upon the terms of the annuity
contract. .

NOTE F--AUDIT GUIDE

In 1975, the Southern.Territorial Headquarters of The Salvation Army’
adopted the major provisions of the A.I.C.P.A. Audit Guide "Audits of
Voluntary Health and Welfare Organizations”. Of the three financial
statements. required by the Audit Guide, the Southern Territorial -
Headquarters does not present a Statement of Functional Expenses as it is
a support facility with substantially all expenses of the various
departments being administrative in nature. -

NOTE G-—INCOME TAXES

The Salvation Army is a non—profit»organization exemptrfrdm income _
taxation as provided by Section 501(a) of the Internal Revenue Code of f
1954, . b

-14-
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THE WHITE HOUSE

WASHINGTON

January 25, 1980

MEETING WITH SPEAKER O'NEILL, CONGRESSMAN JIM CORMAN,
CONGRESSMAN MARIO BIAGGI, AND MISS SOPHIA LOREN

II.

Monday, January 28, 1980
12:15 p.m. (5 minutes)
The Cabinet Room

From: Frank Moore

PURPOSE

Photo opportunity for Sophia Loren, Chairperson
for the National Alliance for the Prevention and
Treatment of Child Abuse and Maltreatment.

Goal: To eradicate child abuse by establishing
primary treatment centers and to provide
needed social, educational, and health
services to strengthen families during
the critical child-rearing years.

BACKGROUND, PARTICIPANTS & PRESS PLAN

On November 26, 1979, the President signed the
Joint Resolution (H.J. Res. 428) proclaiming

the month of December, 1979 as National Child
Abuse Prevention month. At that time, a signing
ceremony was desired, but never came to pass.
MlSS Sophia Loren as Chalrperson of the Natlonal

Abggg and Maltreatment will be present for a

photo opportunity to campaign for contributions

in attempt to gain recognition for this cause.

Speaker T. O'Neill and his wife, Millie, are the
National Vice Co-Chairmen of this Alliance.

Because of the continued need for public awareness
for this crisis and the personal involvement through-
out the 1980s on the part of each American individual,
this Alliance was established.

Participants: The President, Speaker Thomas O'Neill,
Congressman Mario Biaggi, Congressman Jim Corman,
Miss Sophia Loren, and Frank Moore and Bill Cable.

Press Plan: Full Press.

Elssctrostatic Copy Rdade
for Preservation Purzosss
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TALKING POINTS

Following are some suggested remarks for the
Speaker of the House, Thomas O'Neill, the
President, and Miss Sophia Loren, respectively:

1.

Speaker Thomas O'Neill: ‘

"My wife Millie and I are honored to be
the National Vice Chairmen of the campaign
to eradicate child abuse. A recent House
of Representative's resolution which was
jointly approved by the Senate and acted
upon by President Jimmy Carter has brought
us here today. The effort of the National
Alliance for the Prevention and Treatment
of Child Abuse and Maltreatment is to focus
greater attention on, and resources into,
the movement to combat child abuse and
neglect. In pursuit of this goal, the
President has invited us here today.

Mr. President.... (Time: 47 seconds)

The President:

A. Our nation's children are our nation's
future. We all share the responsibility
for making sure they grow up in a healthy
environment--a healthy physical environ-
ment, a healthy emotional environment.

B. I appeal to all Americans to support the
National Alliance for the Prevention and
Treatment of Child Abuse and Maltreatment.
This Alliance provides the social, educa-
tional and health services that are
needed to strengthen families and prevent
child abuse.

C. I proclaimed last month--December, 1979--as
National Child Abuse Prevention month.
Working together, with sensitivity and
concern, we must eliminate the incidence of
child abuse and the life-long damage that
results from it.

It is my pleasure to introduce the national
Chairwoman of the National Alliance for the
Prevention and Treatment of Child Abuse--
Miss Sophia Loren... (Time: Approx. 1l minute)



'u3.f»For MlSS Sophla Loren. )

o "Werare asklng all persons to 301n in our
national .campaign to: seek contrlbutlons to
the National Alllance. Contrlbutlons will
.. enable us to' meet our goals for: eradlcatlng
.7 "“'child abuse through education-and Yehabili-

7. -tation. Please mail your contrlbutlons to-

. the National, Alllance,.c/o Sophla Loren,

. ~New York," g

F LR
P N

;Anbéi‘mtm& |

:l”Attached is-a copy' of suggested materlal which
~ has been prepared by Speechwrlter s for your
use.- .




Talking Points

OUR NATION'S CHILDREN ARE OUR NATION'S FUTURE.
WE ALL SHARE THE RESPONSIBILITY FOR MAKING SURE
THEY GROW UP IN A HEALTHY ENVIRONMENT--A HEALTHY

PHYSICAL ENVIRONMENT, A HEALTHY EMOTIONAL ENVIR-

ONMENT .

I APPEAL TO ALL AMERICANS TO SUPPORT THE NATIONAL

ALLIANCE FOR THE PREVENTION AND TREATMENT OF

CHILD ABUSE AND MALTREATMENT. THIS ALLIANCE PROVIDES

THE SOCIAL, EDUCATIONAL AND HEALTH SERVICES THAT ARE

e ——

NEEDED TO STRENGTHEN FAMILIES AND PREVENT CHILD

ABUSE.

I PROCLAIMED LAST MONTH--DECEMBER, 1979--AS NATIONAL
CHILD ABUSE PREVENTION MONTH. WORKING TOGETHER,
WITH SENSITIVITY AND CONCERN, WE MUST ELIMINATE THE
INCIDENCE OF CHILD ABUSE AND THE LIFE-LONG DAMAGE

THAT RESULTS FROM IT.

IT IS MY PLEASURE TO INTRODUCE THE NATIONAL

CHAIRWOMAN OF THE NATIONAL ALLIANCE FOR THE

PREVENTION AND TREATMENT OF CHILD ABUSE--MISS

SOPHIA LOREN.
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THE WHITE HOUSE

WASHINGTON <:7/

January 26, 1980

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR THE PRESIDENT

FROM: ANNE WEXLER{)u
SUBJECT: Activities Report -- Week Ending January 25, 1980
1. Registration

We are working with Sarah Weddington, Jack Watson, OMB and others
to brief and consult with appropriate groups in implementing

your decision on registration and preparing materials and an out-
reach strategy for the February 9 report to the Congress. This
week we are in contact with women, students and youth, religious,
veterans and military service organizations.

2. Inflation

Yesterday we started a telephone and mail effort with the most
affected constituent groups to discuss the CPI for 1979 and the
actions which the Administration is taking. We are trying to
emphasize again the long-term nature of the problem and why wage
and price controls are not an appropriate solution.

3. Olympics

I leave on Sunday to lead a delegation to pick up the Olympic
flame for the Lake Placid Winter Games. In addition to repre-
sentatives of the Lake Placid and U.S. Olympic Committees,
prominent Greek Americans are on the delegation. Their

participation in the trip will get heavy coverage in the Greek
American press.

We are working with Lloyd Cutler and former Olympians in the
Administration to develop support from U.S. athletes.

4, Water Projects

Working with key environmental leaders, Interior and the Corps
of Engineers, I have been coordinating strategy on House
consideration of the Public Works/Water Projects bill. Although
our chances for victory in the House are very poor, we are
working to have one test vote that will demonstrate we can sustain
a veto. To this end appropriate media backgrounders, editorial
interviews, fact sheets and technical assistance to members and
their staffs have all been provided and this will serve as a basis
for our effort in the Senate. Howard Jarvis has again taken out
an ad deploring this legislation, and the Post ran a good
editorial this week.

Elsstrosiatic Copy Made

far Proservation Purposos



chf’

Miscellaneous

The feedback on your sessions with the evangelical leaders
was positive and your speech will be shown many times on
their various television networks and programs.

I am working with outside ERA support groups to develop
business support for ERA.

Jim Guy Tucker met with the evangelical leaders to discuss
the White House Conference on the Family. While all of the
evangelicals' problems with the Conference cannot be
resolved, we will continue the dialogue.

On Friday, February 1, we will meet with about 200 local
community action program executive directors and board
members to discuss domestic issues. The Vice President will
host the meeting.

We continue to work with Penny Laingen in response to various
matters of concern to the families of the hostages. With
Bill Cable we arranged for her to have a seat at the State

of the Union and we are arranging for yellow ribbons to be
placed on the Christmas tree.

My two sons (26 and 24) support registration. They thought
your speech was excellent. So did I.

Eloctrostatie Copy Mzda
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THE WHITE HOUSE -
WASHINGTON

28 Jan éO

Hugh Carter

The attached was returned in

the President's outbox today - -
and is forwarded to you for
appropriate handling.

Rick Hutéheson“

cc: Al McDonald
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THE WHITE HOUSE
WASHINGTON

1/25/80
Mr. President:
Al McDonald has no comment.

Rick/Patti



THE WHITE HOUSE

WASHINGTON

January 21, 1980 <z

MEMORANDUM FOR THE PRESIDENT
FROM: HUGH CARTER(VY /

SUBJECT: Burials at Arlington National Cemetery

In my June 1977 memo to you (copy attached), you authorized
me to make decision regarding interment at Arlington
National Cemetery when the burial did not require additional

grave space. You reserved the decision on new graves for
yourself.

In order to alleviate the necessity for you to become
personally involved in granting all waivers involving new
grave space, I recommend that you also delegate this authority
to me when the senior staff supports the request, and the
request is otherwise appropriate. In the case where there

is a difference of opinion among the senior staff, the matter
would be presented to you for decision.

Approve

Disapprove
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THE WHITE HOUSE : i

WASHINGTON: - 77' jfzif
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June 20, 1977 R

MEMORANDUM FOR THE PRESIDENT

FROM: = .  HUGH CARTEPM.‘_. L

anr W-NQ.'.'\'M_'_(W«:‘_‘\.“.'l"r‘l',’.!"v“'f"‘l,"1' "o

SUBJECT: - Arlington Burials (Per Your Reguest);jjér{vf5?

In regard to your comment asklng "Who is’ by Whlte House
direction?" on Frank Moore's memo concerning the burial
of Sam Nelson at Arllngton Natlonal Cemetery, the
fOllOWTng information is provided. '

ermission for the Fisher burial was grauted by me,
aud permission for the Kurta burial was granted by

Hamilton Jordan Both theae individuals were 1nterred o

with relatives and requ1red no addltlo al space.—

However, in the case of Sam’ Nelson, a new grave plot

was required and needed Presidential approval because’

of the 11m1ted sprce at Arllngton.

In the cases that do not 1nvolve addltﬁona1 grave soace,‘"

I feel there is no problem in allow1ng interrent in.

the existing grave of re1at1ves.‘ .However, if you would
prefer to make these cec151ons in the future, please
let me know. o
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THE WHITE HOUSE
WASHINGTON

January 28, 1980

MR. ékESIlSENT:

Secretary Landrieu
called abbut your speech
laé; night. "It couldn't

havewbeen better."

PHIL
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THE WHITE HOUSE

WASHINGTON

January 23, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: Frank Moore 'ﬂ”drfiﬂh'

SUBJECT: Gasoline Rationing

Contained in this memorandum are: (1) a summary of the
statutorily-required procedures for approving and implementing

a gasoline rationing plan; and (2) the results of our consultations
on the Hill.

1. Summary of the Statutorily-Required Procedures for Approving
~and Implementing a Gasoline Rationing Plan

Exisfing law requires a two-step procedure for (a) approving
- and  (b) subsequently implementing a gasoline rationing plan.
No- provision is made for combining the two steps.

APPROVAL

,A gasoline rationing plan is subject to a two-house
2~ veto. Such a plan receives priority and moves under
‘expedited procedures. If, after '"30 calendar days of
continuous session', either or both Houses have not
-acted, the plan is automatically approved. However,
-1f both Houses pass a joint resolution of disapproval,
you may veto that resolution. The Congress then has
the opportunity to override your veto (two-thirds
vote of both Houses required).

IMPLEMENTATION

planﬂwhich has already been approved by Congress
‘ 'implemented only in the following circumstances:

:If you find that a '"'severe supply interruption"
xists and also find that such an interruption

ould cause a gasoline shortfall in excess of

0%, you may submit an "action'" to implement

he plan. That '"action'" would be subject to a

me-house veto within 15 legislative days.

f you find that a ''severe supply interruption"
xists, but also find that it would not cause a

Electrostatic Copy Made
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’}gasollne shortfall in. excess of 20%, you
- -may . submlt an actlon to implement the
"~ .plan: " That actlon ~would have to be approved
.. by both ‘Houses of " Congress within 30 calendar
_ jdays of contlnuous session.

o (iid) o~ If you submlt ‘an actlon ‘to 1mp1ement a plan
... in.order to address ‘an obllgatlon under, an
“sglnternatlonal “agreement, that"action" would
~-besubject.to- a ‘one-house veto within 15
ileglslatlve days ..There 1is. a requlrement that
‘you find ‘the existence of a '"'severe supply
1nterrupt10n" but there is no 20% trigger.

.Consultations"

Members of Congress with whom we have consulted feel that a
rationing plan should be submitted for approval before any

rationing-related steps are taken or sought. The consensus
is that the plan would:be approved by Congress.

With the notable exceptlon of Senator Byrd most Members

and staff experts with whom we spoke recommend against.

our seeking legislation to reduce the 20%° trlgger requirement.
They feel that such a measure is not necessary primarily
‘because existing law clearly, contains a mechanism for seeking
1mp1ementatlon of a previously-approved plan when the: shortfall
is less than 20%. (See B(ii) above) Under this- mechanlsm
the concurrent resolution- permlttlng 1mplementatlon would

be considered under expedited’ procedures " On the other hand,
,leglslatlon to eliminate. or reduce the trigger would not
enjoy the same statutorlly requlred priority.

In their view, using the existing ‘mechanism has the
additional advantage of not subjecting the basic law
to amendments which would. be obJectlonable

ngaln Uit -is clear from dlscu331ons that Congress would
 overwhelmingly prefer that we seek" approval of a rationing
. plan. before taking any other Steps. It -is also clear.

.;1that most Congre331onal leaders believe that we should

“use ‘existing law which contains arprovision permitting

. us to. seek implementation.:of a prev1ously approved plan
- even. if a; 2OA shortfall does not exist. .Only one major
"Congre331onal ‘leader (Senator Byrd) feels we should seek
can amendment ‘to’* ex1st1ng law to e11m1nate ‘or reduce the
: ZOA flgure : :

;ffAs you know the Department of Energy has already had
..-its rationing plan printed in the Federal Reglster and

- public¢ comments are now being received on it. The plan

+ .should be ready for submission to the Hill for aE%roval
'3~rby the ‘end of Feburary, assumlng it survives final DoE and
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THE WHITE HOusEe
WASHINGTON

28 Jan 80

the President's outbox today
and is forwarded to you for
appropriate handling,

Rick Hutcheson

€c: The Vice President
Hamilton Jordan
Zbig Brzezinski
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THE SECRETARY OF DEFENSE f J-
WASHINGTON, D.C. 20301 . ’

“January 25, 1980

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Significant Actions, Secretary and Deputy Secretary
of Defense (January 19-25, 1980)

Rapid Deployment by Sea: We intend to go ahead with our.’
maritime prepositioning ship construction program, to improve
quickly our ability to project forces into the Middle East
region. But in the light of possible needs in the Arabian

Sea area this year, we will want to get a head start on such

a capability if there is a sensible approach. To this end,

we may well wish to acquire some commercial ships which are
readily adaptable to military use and are immediately avail-

.. able at very attractive prices. For example, four ''Maine"

- class roll-on/roll-off ships are available for sale or lease
(with option to buy). These ships can be put to immediate

use to carry the tanks, APCs and other heavy equipment of an
Army mechanized brigade or a Marine amphibious brigade. We
are examining the concept of loading two of these ships with
such equipment, and prepositioning them in the Indian Ocean
region within a few months.. Also available is a barge carrier
designed to carry 38 barges, each of which can accommodate =
about 900 tons of cargo. All 38 barges can be on-loaded and
off-loaded within a period of 24 hours. A separate possibility
exists with the availability of eight SL-7 container ships.
These, owned by Sea Land Corporation, have a 33 knot capability,
which makes them fuel inefficient and Sea Land is anxious to
dispose of them. They may provide an effective fast sealift
or resupply capability. We are working with OMB and Commerce
to develop acqu151t10n proposals for your con51derat10n

Meetlng w1th Prlme Minister C0551ga I met w1th C0551ga 1ate
- yesterday after his meeting with you, and he raised with me.
the subjects referred by you and Cy. I noted the sensitivity
of the nuclear release authority matter and suggested that
., our discussions should continue through State/Embassy. channels,‘
“with Defense prepared to 1mp1ement any decisions. I also
assured him .that we would examine carefully his request for .

- - U.S. agreement to permit Italy to sell to Iraq frigates that

‘i'use turbine engines produced under license from General =
Electric. Regarding the use of FMS to.procure CH-47 heli-

copters embargoed for- Iran, I“suggested that the Egyptlans

‘may be 1nterested to what degree would be dependent of

SE'C? DEF = -
25 Jan 1986
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ﬁvbudgets had grown sharply from 1971 to 1979
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course, on the availability of attractive financing terms
which I hoped Italy could give. I also offered to take a
look at an Italian helicopter for possible use as an armed
scout helicopter, although I did not encourage Cossiga to
believe that we would be able to introduce such a helicopter .
into our own forces. "Finally, I told him that I would have
Assistant Secretary Dave McGiffert stop off in Rome to brief
the new Italian MOD, Sarti, on the results of my China trip
prior to Sarti's March PRC visit.

Technical Developments: There are a couple of developments &%{
that have emerged from reviews of high-energy laser work and

of ASW work on which I'd like to fill you in personally when

you can find a half-hour.

Congressional Breakfast Briefing on China Trip: At breakfast
on Wednesday I briefed key Congressional leaders on my China
trip, informing them fully of your decisions on the sale of
military equipment and dual use technology. I also stressed
the caution with which both sides approached the visit, and
our emphasis on a mutually beneficial two-way relationship
with the Chinese. The reaction was positive--and balanced--
with most questions related to the broad strategic basis for
our China policy and its future implications. Lester Wolff,
whose three-week Far East trip ended too late for him to
accept the breakfast invitation, subsequently made a confused
(though he had been briefed) public objection, the effect of
which I think will be minor.

Legislative Issues: On Wednesday, Graham Claytor, Dave Jones
and LTG Gene Tighe, Director of the Defense Intelligence

~ . Agency, briefed the Senate Armed Services Committee on the

situation in Iran and Afghanistan. The entire Committee

-attended the briefing, which lasted a total of four hours.
- It was reasonably well received, considering the committee

composition, and provided us an indication of the line of

“questioning we can expect during the budget and posture
hearings that begin next week. The Committee was very-

interested in Soviet military capability to intervene
militarily in Iran and Pakistan as well as U.S. capability
to respond to such moves. Senator Goldwater raised the: : éﬂac)zz

~ -issue of General Huyser's mission to Iran last year. Dave
~Jones. fieldéd the question very well, but it will arise = . o e
again. ~ We have initiated discussions with Lloyd. Cutler to - A

formulate ‘a sound Administration position to address press

3_specu1at10n and further Congre551ona1 1nqu1r1esg'

. wPubllc Support of Defense Spendlng ‘In December I noted in =
“~~ My ‘Teport to you that a Lou Harris poll had.shown that the~

—wﬂ-—- s oy S

percentage of Americans who supported ‘an. 1ncrease in Defense
Now an Assoc1ated




Press-NBC News poll taken in mid-December--after the Iran
crisis, but before Soviet intervention in Afghanistan--
confirms that public support for increased Defense spending
has risen to 63%, the highest level in a decade. The December
poll also showed that 21% of the population surveyed favored
keeping Defense spending at current levels, only 8% called
for a decrease, and 8% had no opinion. This continuing ’
, trend reflects, I think, a national consensus and should

- reinforce our position during the up-coming Congressional
hearings. We will need to work even harder. than usual to
oppose unbalancing program changes by the Congress and
excessive add-ons prompted by contractors who smell money.
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January 21, 1980

MEMORANDUM FOR: THE PRESIDENT
FROM: ’ STU EIZENSTAT ﬁh
SUBJECT: Domestic Policy Staff Status Report

NATURAL RESOURCES

RARE II - Wilderness: A California Federal District Court
Judge recently ruled that the EIS for the California RARE II
process was insufficient. While directly affecting only
California, the decision clouds the viability of the land
designations that were made in your RARE II decision last
year and has caused considerable business uncertainty in
the West. It also improves the chances for enactment of
legislation introduced by Tom Foley that finalizes your

RARE II non-wilderness designations. No decision has been
made whether to appeal this decision.

RPA -~ 1980: Within the next few weeks, Secretary Bergland
will transmit to you the Forest Service's proposed long-term
management program pursuant to Renewable Resources Planning -
Act of 1974 (RPA). The RPA is a status report and guide- :
lines’and goals for long-term management of the National
Forests and our nation's renewable resources. You must
transmit to Congress this report, together with your RPA
policy statement. The policy statement will be a signifi-
cant opportunity to express your views on renewable resources
and very important to industry and environmentalists.

Alaska Lands: We are now preparing for early Senate floor
action on the Alaska bill. We are working with CL, Interior,
and Agriculture on amendment strategies to strengthen the
Senate Committee bill and with Anne Wexler to set up staff
briefings and media events for early February.

Omnibus Public Works Bill: The House Bill, HR 4788 is
scheduled to come to the floor Jan. 22. The Senate bill
S.703 is in subcommittee mark-up. The subcommittee has had
trouble getting a quorum and it may be late Spring before

a bill reaches the Senate floor. Both bills are unacceptable,
and unless substantial improvements occur the final bill will
be a strong veto candidate.

Eloctrostatic Copy Made
for Proservation Putsocess
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ENERGY

Water Resources Council/Independent Review Unit Authorization: The
Senate has passed S. 480 reauthorizing the Water Resources Council
and authorizing your expanded state grant program for state water
management and water conservation technical assistance programs.
They did not authorize the independent review unit, but will agree
to it in Conference.

We are negotiating with the House committees and are close to
agreement at the staff level. The biggest remaining issue is
Congressional oversight. They want a retroactive legislative veto
over the principles, standards, and procedures for planning Federal
water projects and over the independent review regulations. We
oppose this and Senate staff say they will back us on this issue.

We believe they may settle for a "notice and wait" provision even-
tually if we stand firm against the legislative veto. (The revision
of the principles and standards to incorporate non-structural
alternatives and water conservation and the promulgation of a manual
of procedures for calculating economic costs and benefits has been
one of the key accomplishments of your water policy reforms.)

West-to-East Pipeline Decision: Your decision has been announced
by Secretary Andrus and I and was well received in the Midwest. As
you requested, I notified the Canadian government in advance.

Energy Mobilization Board: The EMB Conference will resume shortly
after Congress reconvenes. The remaining major issues involve the
grandfather clause, which you support, and the waiver of substantive
law which you do not support.

Weatherization: DOE Undersecretary John Deutch has personally taken
charge of an intensive management initiative in the weatherization
program. He has brought in a top manager from DOE's San Francisco
Office to direct this special effort for 90 days. DPS has been
working with OMB, DOL, DOE, and CSA on improving program performance
under the Interagency Action Plan, initiated in September. While
some improvements have been made, the program has not dramatically
improved. Production levels are still low and, at the current rate,
DOE will be spending less than $200 million of the over $400 million
it has available this year. Congressional frustration is growing

and the program's chief sponsor, Senator Nelson, is sponsoring
legislation this session to transfer the program back to CSA. Deutch
has conceded that DOE must improve the program quickly or they do not
deserve to keep it.

Alcohol Fuels: Your statement on the Administration's alcohol
fuels program was released on January 11, 1980. We will continue
to work with Congress on passage of the gasohol tax credits

and the $3 billion financial incentives program necessary to
accelerate alcohol fuels production to achieve the 1981 500 million
gallon capacity target which has been set.
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DRUG ABUSE POLICY

Rise in Heroin Purity: Since the beginning of the Administration, we
have experienced a continuing decrease in the use of heroin in the
United States (overdose deaths reduced, heroin related injuries down;
new estimate indicates 380,000 heroin addicts, down from 550,000 in
1977). However, for the first time since 1976 the heroin purity

rate is showing a slight increase from 3.5% to 3.6%. According to
the Drug Enforcement Administration, it is related to heroin of
Middle Eastern origin -- Afghanistan, Pakistan, and Iran. Drug law
enforcement and drug intelligence resources are giving special atten-
tion to this threat.

Tax Reform Act: The Senate Permanent Investigations Subcommittee
“(Sam Nunn) has held hearings on the financial aspects of drug
trafficking. Enforcement agencies claim that limits placed on dis-
closure of taxpayer information by the Tax Reform Act of 1976 have
severely affected their ability to pursue narcotics traffickers and
other white-collar criminals. IRS and Treasury (Tax Policy) main-
tain that the effects of the Act have not been substantial and that
the privacy rights involved are more important than enforcement
concerns.

Commissioner Kurtz and Assistant Attorney General Phil Heymann are
meeting under our direction to implement administrative procedures
to allow maximum access to needed information under the current law.
They will also identify areas where statutory changes are warranted
and develop an agreed upon Administration position. We will ensure
that any proposal balances privacy rights with enforcement interests.

BANKING AND FINANCE

Small Savers Reform: The conferees will meet March 4 to consider the
phaseout of Regulation Q (Senate bill) and legislation to stem the
decline in Federal Reserve Membership (House bill). There is a
reasonable possibility that your major proposals will be approved,
and a strong probability that the Congress will complete action on
this issue this spring.

McFadden Act Study: We have succeeded in having the Congress request
a delay in the Administration's submission of this controversial
study until mid-spring.

HOUSING AND COMMUNITY DEVELOPMENT

Brooke-Cranston: We have asked the Banking Committees to expedite
approval of the changes in Brooke-Cranston authorizing legislation
submitted by the Administration. Senator Williams has scheduled
hearings for February 6. This is separate from the decision we will
eventually ask you to make on a supplemental appropriation to imple-
ment the program. g

Condominium Legislation: We met in December with the leadership of the
Florida condominium movement and have asked Senator Williams and
Congressman Ashley to attach a high priority to quick action on this
legislation. We are developing a strategy with Williams and the Florida
delegation to accelerate this process.




GENERAL GOVERNMENT

Regulatory Reform: The Subcommittee on Administrative Practice
and Procedure of the Senate Judiciary Committee has favorably
reported a regulatory reform bill, S. 2147, which was co-sponsored
by a broad cross-section of Senators, including Culver, Laxalt,
Kennedy, Hatch, Metzenbaum, and Thurmond. The Senate Governmental
Affairs Committee, to which our bill was jointly referred, has
scheduled mark-up in late January. Meanwhile, the House Judiciary
Subcommittee on Admininistrative Law and Governmental Relations is
nearing completion on its hearings on the Administration's bill
and plans to begin mark-up in mid-February.

Regulatory Oversight: With OSTP, CEA and Fred Kahn's staff, we
have been following major pending final regulations, including
OSHA's cancer policy, EPA's hazardous wastes policy, EPA's diesel
particulates rule, and HEW's day care regulations, which will all
be issued within the next three or four months. We are also
following the RARG reviews of DOE's building energy performance
standards and EPA's air carcinogen policy: these RARG reports are
due in February. We do not expect significant intramural dis-
putes over these rules.

Trucking Deregulation: The House and Senate Committee staffs
have started drafting bills. We will send you details and a
proposed strategy shortly.

Rail Deregulation: The Senate Commerce Committee reported out a
rail deregulation bill. It falls short of our major deregulation
proposals, but still provides for significant change. However,
the bill was held up from Senate floor consideration because
Senator Long threatened to place a cap on coal rates which would
have contradicted the entire thrust of the bill. We are working
with DOT to reach a compromise with Long. A draft of the House
Pill should be released shortly.

Lobby Reform: The House Judiciary Committee reported a bill
which we will try and have strengthened on the House floor. A
new Senate bill was just drafted. We are working with Justice on
this legislation. _—

Judicial Reform Initiative: The Federal Courts Improvement Act you
proposed creating a new Federal Court of Appeals and other important
judicial administrative changes passed the Senate, but with the un-
acceptable Bumpers Amendment. We are working with Justice to generate
House hearings on just the bill without the améendment. The Dispute
Resolution Act passed both the House and Senate, and we are pushing
for final passage with Justice.

Federal Election Campaign Act Amendments: House and Senate members
and staff were very pleased with the resolution we worked out on
signing of the Federal Election Campaign Act. They firmly pledge to
work for repeal or amendment of the offensive prohibition on Federal
employee contributions.
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URBAN POLICY

General Revenue Sharing: The Administration's proposal to
extend the General Revenue Sharing program for five years
has been strongly endorsed by State and local officials.

We are working with Treasury and OMB to finalize our legis-
lative proposal and to build Congressional support for it.
We expect to have the legislation ready for submission in
early February.

Counter-Cyclical Legislation: With Cong. Jack Brooks' help,

a compromise counter-cyclical and targeted fiscal assistance
proposal passed the House Government Operations Committee

in December. The targeted fiscal assistance program is some-
what less targeted than our original submission. Nevertheless,
the compromise represents a substantial change of view by
Cong. Brooks and is strongly endorsed by State and local
officials. We are working with Speaker O'Neill and Cong.
Brooks to obtain House consideration of this legislation as
soon as Congress returns from recess.

Community Development Block Grants: The Community Development
Block Grant (CDBG) and Urban Development Action Grant (UDAG)
programs are to be renewed this year. We expect that repre-
sentatives of the South and West will make a major push to
overturn the increased targeting that we proposed and Congress
enacted in 1977. We are working with HUD to maintain Congressional
support for the existing formula.

EDA Reauthorization: The Administration's EDA legislation

has passed both the House and the Senate. Both bills con-
tain virtually all elements of our original National Develop-
ment Bank proposal. The House bill contains two objectionable
features: 1) a $2 billion stand-by public works program
that would trigger into place when the national unemploy-
ment rate rises above 6.5 percent and 2) substantially less
targeted eligibility criteria than we proposed. The Admin-
istration is strongly supporting the Senate position on both
of these issues.

The Conferees met prior to the Christmas recess and resolved
most of their differences on all but these two issues. We
expect them to reconvene in late January, but to remain dead-
locked. We may need to moderate our position somewhat to
break this deadlock.

New York City: On January 15, Mayor Koch will release his
plan to close his 1981 budget gap. The plan will require

the most severe cutbacks that the City has experienced to
date, and in the coming months the City will be forced by

its various monitors to make even deeper cuts. At the Mayor's
request, we are undertaking an effort to facilitate Federal
action on sixty "priority" items; this process has produced
over $100 million for the City in the past six weeks.
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HUMAN RESOURCES

Youth Employment-' Your announcement of our youth:initiative
has. received” w1despread and favorable ‘response. The New
mYork Times carried the’ story as:its.’ ‘lead’ and the Des Moines

;ﬁ\Reglster gave it major play., Congress1onal reactlon has
~*kgenerally been favorable and we have a commltment from- key

.staff in both the House and the Senate to work" closely with

“?5gus. We are committed to sending a Presidential: message and
: wgwfleglslatlon to Congress by February 8th so hearlngs can
'?#lbegln soon after the Lancoln blrthday recess.

riWelfare Reform-l On November 7 the House passed (222 184)
- 'the cash: portlon of our: welfare reform proposals. We won

_‘“{’the crltlcal vote on- recommlttal 205~ 200, which insured
“*u\flnal passage.: Senator Moynlhan w1ll hold two days of

meetings: February 6 .and. 7, -and -Senator: Long has agreed to
hold Finance ‘Committee hearlngs in: March “Congressman
Hawkins has agreed to mark-up the’ welfare jobs bill on
February 7. We hope hearings in the Senate on jobs will
be scheduled within the next two months.

'~ Hospital Cost Containment: Work is proceedlng on determining
- whether there is a legal basis for establishing an. adminis-
trative cap on hospital relmbursements and on other cost-
saving administrative actions. A memo on the legal issues
will be ready for your review shortly and on the administative
options by the end of January. :

National Health Plan: Senate Finance Committee is eXpected
to return to consideration of NHP in February after the
windfall proflts conference. :

Low Income Energy A551stance- On November 27, the: bill
providing $1.35 billion for an energy. ass1stance program
to help low income people-was signed into law (P.L. 96-126).
Wlth enactment of that- leglslatlon,'and an additional $250
: mllllon appropriated earlier, -the. total amount available
-;for assistance during this winter was.$1.6 billion. On

-January 4, the Treasury completed malllng of low. income

- energy - a551stance checks to’ totalllng $380 million to four

.t:ijllllon aged and disabled: rec1p1ents of Supplemental Security

- Income. Approximately $800 million is. being distributed

;;;ffto ‘the ‘States as grants- to- fund a551stance ‘programs for
.jﬁijother low income households,vlncludlng "AFDC and Food Stamp
'1Jrec1p1ents.' The Senate has. 1ncluded 1n 1ts version of - the




windfall profits tax bill, provisions authorizing up to
$4 billion over a three-year period for an energy-related
assistance program following the block grant approach.
Our proposal would authorize up to $2.4 billion over the
same period, and would target the assistance to welfare
recipients.

Higher Education Act Reauthorization: A costly reauthoriza-
tion bill passed the House on November 7, 1979 by a vote of
385 to 15. The Senate Subcommittee on Education, Arts, and
the Humanities is about to begin drafting a bill. The
Senate subcommittee is reported to be-under pressure from
Appropriations and Budget Committees to scale down the costs
entailed by the House version.

Refugees: Congress adjourned before final passage of the
comprehensive refugee legislation. Conferee staff will
begin meeting this month with conference scheduled for mid-
February. Our two year limit on full federal reimbursement
for refugee support will be opposed by the House which
approved four years of reimbursement in addition to two
additional "grace" years before the legislation takes effect.
Also, I have received the report of a Task Force, whose
establishment I requested last November, on meeting the
increased demands on public and private sectors on domestic
refugee resettlement. We will continue to work with
Ambassador Palmieri to carry out the Task Force recommendations.

TERRITORIES

Territories Policy: Based on your decision on the Territorial
Domestic Policy Review, we are implementing with appropriate
agencies some twenty-three initiatives to improve Federal

policy toward the territories. These include actions and
proposals regarding political development, Federal-Terri-

torial relations, reform of the Federal grant process,

economic development and Federal reorganization. A Presi-
dential statement announcing these initiatives is now being
prepared as are legislative proposals and administration actions.

Puerto Rico Submerged Lands: Justice and Interior were
unpersuaded by the island's latest claim to title to sub-
merged lands three marine leagues from their coast. As

you are aware, Geological Survey reports of potential oil
and gas deposits have made this Puerto Rico's priority

issue but the claims of Gulf Coast states to similar. boundaries
makes this politically sensitive. Despite that, the Senate
Energy Committee has passed a Jackson proposal to recognize
the Commonwealth claim and the measure seems likely to win
passage. In view of the likely Congressional action and

the strong support for it by Governor Romero and Congressman
Corrada, we advise no action that would attempt to frustrate
the proposal.
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Micronesian Status Negotiations: Based on the revision you
approved for the negotiations with the three islands entities
of Micronesia, the Administration has been conducting

this week negotiations toward compact of free association.
The talks are proceeding as anticipated. Congressman
Phillip Burton, whose objection to the previous negotiating
posture threatened to interfere with your goal of the 1981
termination of Micronesian trusteeship seems mollified by

the changes.

SMALL BUSINESS

ERISA Rules: As a result of a new "Prudent Man" rule adopted
by the Labor Department under ERISA, the flow of capital

from pension funds into small and innovative businesses

has been increasing. This action helps to implement your
innovation policy, and can be quite important, since there

is about $500 billion of private money in pension funds.
However, the venture capital industry has asserted that a

new proposed "Plan Assets" rule issued by Labor would cut

off this capital flow, and has already begun to dry it up.
Ray Marshall and I have agreed that he will hold a public
hearing on the issue as soon as possible, and will reassure
all parties that existing statutory interpretations will remain
in effect pending the adoption of any final rule.

SBA Reauthorization Bill: This legislation did not clear
Congress in the last session because Senators Bellmon and
Muskie threatened a mini-filibuster on the Conference
Report. They are opposed to a provision inserted by Neal
Smith which would artifically inflate the level of funds
available to SBA for disaster loans, which they regard
correctly as bad budget practice.

While we share their dislike for this provision, the bill
does contain acceptable provisions for transferring farm
disaster lending activities from SBA to the Department of
Agriculture. This has been an important objective of your
Administration, and for that reason we would like to have
the bill clear Congress for your signature.

TRANSPORTATION

Midwest Railroad Restructuring: On December 31 the Interstate
Commerce Commission rejected as inequitable, unfair and
lacking adequate financing a plan filed by New Milwaukee
Lines to convert a part of the Milwaukee Road railroad into
an employee-shipper owned company. This plan was critically
reviewed by DOT but had the support of congressmen from the
northern tier states. The Commission has also announced




expedited procedures to consider the Rock Island and
Milwaukee Road bankruptcy reorganizations because of the
emergency created by the Milwaukee's precarious financial
condition and a statutory prohibition against ICC directed
service over the Milwaukee until April 1, 1981. To provide
immediate assistance to continue Milwaukee service in the
midwest and northern states, DOT announced on January 7

a $30 million loan to the Milwaukee Road pursuant to the
Emergency Rail Services Assistance Act.

DOT is working with the affected states, local governments
and the court appointed trustees in these proceedings to
maintain service on the economically viable sections of
these systems. Iowa, Oklahoma, Kansas and Minnesota are
among the states most affected by this restructuring.

Maritime Legislation: The staff of the House Committee on
Merchant Marine and Fisheries has redrafted the Omnibus
Maritime Regulatory Reform, Revitalization and Reorganization
bill for resubmission to Congress. The new bill will

include the first three titles of the omnibus bill, concerning
maritime industry promotion. Title IV, amending the Internal
Revenue Code, will be dropped. Title V of the omnibus bill,
reorganizing maritime policymaking functions, will be sub-
stantially dropped. The Committee staff is now proposing
that the Assistant Secretary of Commerce for Maritime

Affairs be upgraded to the Undersecretary level.

JUSTICE & CIVIL RIGHTS

Criminal Code Reform: The Senate Judiciary Committee
reported out its criminal code reform bill, S. 1722, on
December 4, 1979 on a 14-- 1 vote, with Senator Mathias
voting against it. The final vote had been delayed until
Chairman Kennedy worked out a compromise dealing with the
applicability of the extortion laws to labor union violence
that was acceptable to the Republicans. A second delay
was averted by reporting the death penalty provision as a
separate bill, to accommodate Senator Thurmond. That bill
passed 7 - 6. Floor action on both bills has not yet been
scheduled. The House Judiciary Committee will continue the
markup of its version of the Criminal Reform bill when
Congress reconvenes.

Fair Housing: A tentative compromise has been reached with
the Republican leadership on the House Judiciary Committee
on specific language in the key section of the bill's
enforcement powers provision. If the agreement is confirmed
then Committee passage seems certain and floor action in

the House should follow in short order. The Senate bill

has been held in abeyance pending movement in the House.
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FBI Charter: The: Senate Jud1c1ary Committee plans to hold one
additional hearing: and mark up- ‘the. blll ‘in February The House
Judlclary ‘Subcommittee: has" moved very’ slowly.‘ Only about one-third
of the necessary hearlngs have been held.; ‘Members  in both Houses
are deeply divided,’ . None', seem w1111ng to: engage in -discussions
Wthh could’ lead to compromlse. “Given- the polltlcal s1tuat10n,
there'is:. serlous questlon whether a’ charter\w1ll be enacted in
1980. s : Sl e : :

Select;Comm1331on on,Immlgratlon and Refugee POlle (The Hesburgh
Commission).: " Substantial amounts of work have been done on the
four. pr1n01pal 1ssues' - How. many° -From where?. By what criteria?
Through ‘what - process’ Extensive hearlngs have been held in
,Baltlmore, Boston, ‘Miami and San Antonio. Other hearings are
planned 'This month the Commissioners will be fully briefed on
the "undocumented ' alien" issue. No decisions are ‘sought. The
Commission's report is due March 1, 1981.. :

OTHER ISSUES

Chrysler: The Treasury is working hard to implement the prov151ons
~of. the-Chrysler aid bill. The rap1d agreement between Chrysler and
- the UAW on further labor concessions was a good first step. A
'great deal remains to be done, however, to get ‘the other interested
parties,. particularly the banks;, to provide their share. It will
be extremely difficult and probably take several months to assemble
the entire financing package.
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WASHINGTON
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ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR THE PRESIDENT

FROM: ANNE WEXLER \)
SUBJECT: ACTIVITIES REPORT --- WEEK ENDING JANUARY 18, 1980
1. Afghanistan\and Iran. The working group on coordinating

agency outreach efforts has identified some 100 national
regional conventions or meetings of business, agriculture,
civic groups and the like which we will seek to cover over

the next three to four weeks explaining your agriculture
and trade decisions.

FY 1981 Budget. Almost 1000 interest group representatives
will be invited to briefings on the budget following its
announcement on January 28. In addition, we are working

with OMB and the Commerce Department on regional presentations
of the budget much as we have done in the last two years.

Trucking Deregulation. An ad-hoc coalition of outside groups
sponsored a day long forum on trucking deregulation which

drew approximately 200 supporting organizations and businesses,
as well as some congressional staff. The Administration bill
was strongly supported particularly by consumer groups, large
and small business-shippers and agricultural groups. There

is a surprising amount of support for this legislation which
is controversial in many areas.

Water Projects. We have been working with Stu and Frank on the
House strategy for the public works bill. In the interim, we
have continued meetings with our supporting interest groups.
Once the strategy decisions have been made, we will initiate

a strong effort consistent with the strategy.

Elestrostatic Copy Made
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.3011mp1cs. We stand ready to: as51st 1n trylng to build public
support for your dec151on on:’ the Olymplcs, whatever it may be.
:~There are: many amateur sports organlzatlons who agree with you

~’and would 11ke to help G e .

Refugee’Resettlement«“xBob Maddox has been worklng w1th the
=% Graham- organlzatlon, ‘World. Rellef Inc., and Samarltan s Purse
lon plans to'settle: Laotlan refugees, now in: camps in Thalland
cooin the Jonestown .area . of Guyana.j If the” pllot ‘project is
*successful, ‘upwards of 100, 000 may eventually ‘be resettled

ﬁ'there. : :




Iowa. I have just returned from a quick trip to Iowa--ten events
in 24 hours. Seven press interviews--radio and newspaper--and
three meetlngs (average attendance about .60 people) in the Cedar
.Raplds-Iowa C1ty area.

-Predlctlons'of outcome aren't worth the.time--the sample is too
small and ‘the turnout.is: too 1mportant. -But some observations are
1nterest1ng-

“fl.,.Everyone asks about your involvement in.the ERA. This
' probably means the opposition has done ‘a good job in convincing
- people - we haven't done a good jOb. .I have some ideas on how

A to combat this.

2. The debate vs. phone calls issue is. blgger than I thought
it would be--it is easy to rebut, however.

3. I.did not receive one question.onnthe.grain embargo, but
answered many about the general. situation in Southwest Asia
and Iran. Much support for your actions.

‘4. There are more uncommitted people than I thought. My
impression is.that:there is not great: Kennedy support in the
areas I visited.

5. I talked to six people you called personally.
6. People have mixed feelings about the Olympics. Most feel
we should not act unilaterally--e.g. without other countries

joining us. A hot issue in Iowa.

7. There is a lot of enthusiasm among Carter"people.- They'1ll
do a good job Monday.
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Jody Powell

The attached was returned in
the President's outbox. Itis

forwarded to you for your

information. -

‘ Rick Hutcheson
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WASHINGTON
January 26, 1980 49/

MEMORANDUM FOR THE PRESIDENT

cl.r
From: Charlie Schultze

Subject: Reversing the Trend of Government Spending

An examination of your record on government spending,

compared to earlier postwar trends, reveals several impressive
facts that you may find useful.

Each year the budget document provides estimates of
real Federal spending -- spending measured in dollars of
constant purchasing power. That table shows the following:

Total Federal Spending

In the decade of the 1960s, real Federal spending rose
at an average annual rate of 3.9 percent. 1In the first
seven (pre-Carter) years of the 1970s, real spending rose
3.0 percent a year. In the four Carter years (1977-81),
real spending will rise only 1.3 percent a year, and in
the final year, 1981, it will rise only 0.2 percent.

Nondefense Spending

In the 1960s, nondefense spending rose by an average of
5.4 percent a year faster than inflation. 1In the first
seven years of the 1970s -- presided over by those
Republican paragons of fiscal prudence -- real nondefense
spending rose at an average rate of 6.7 percent a year.
In the four Carter years, the growth rate dropped to
0.9 percent, and in 1981 real nondefense spending falls
by 1.0 percent.

The table below summarizes the numbers.

Electrostatic Copy Riade
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Real Fedefal Spending

(average annual rate
of change)

Fiscal Years Total Defense Nondefense
1960-1970 3.9 R 2.0 5.4
1970-1977 3.0 -4.3 6.7
1977-1981 1.3 2.4 0.9
1980-1981 0.2 3.5 -1.0

The tremendous momentum of nondefense spending has .
virtually been halted in its tracks. And yet room has been
made for sizable increases in high-priority programs,
especially youth employment, energy, and basic research.
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THE WHITE HOUSE 7 e
WASHINGTON _fj

January 26, 1980 P
MEMORANDUM TO THE PRESIDENT 0%//

FROM: JACK WATSON A®

SUBJECT: ARTICLE IN TODAY'S POST

An article by Bill Richards in this morning's Washington Post
charges that my office applied pressure on the Office of Education
to award a contract to Atlanta University. The reporter mis-

represented me and my staff, and I wish to apprise you of the
facts.

()

Daddy King spoke to you last summer about problems Atlanta
University was having with the Office of Education.

You asked me to look into it and I worked on the matter with
a member of my staff, Jane Hansen.

Jane talked to both the President of the University, Dr.
Cleveland Dennard, and then Assistant Secretary of Education,
Dr. Mary Berry, and determined the primary problem was one
of communication between the two parties.

She was informed by the federal agency that, in fact, the
proposal submitted by the university was an excellent one

but there had been problems in administering the previous year's
contract, attributed mainly to the director of the project.

She was told by the President of the university that he was

having difficulty establishing communication by phone with the
Office of Education.

Our intervention in the contract was no more than a request

to Dr. Berry that she or her staff meet with or speak to Dr.
Dennard to allow him his "day in court."

Most important, in a memo dated July 27th, 1979, Jane reported
to me the following: "I assured Dr. Dennard we would facilitate
a meeting between him and Dr. Berry if he so desired, but we
would have to depend on Dr. Berry's judgment about his institu-
tion's capacity to receive continued funding based on their
monitored performance during the past year."

The meeting occurred and subsequently, Dr. Berry decided to
award the university $800,000 or one third of what the university

Elsctroatatic Cupy Made
for Preservation Purpeses



had wanted and recelved asythe prev1ous year S. fundlng.

The 1mp11cat10n 1slwe pressured the Offlce of Educatlon to
award a contract to a'flscallyimlsmanaged 1nst1tut10n.

The true account 1s that ‘we. fac111tated communlcatlon in
which the  two: partles.negotlated and resolved thelr "
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White House Intervened on Contract

- By Bill Richards - B
v .Washington Post Staff Writer

‘A top education official in the De--'-
partment of Health, Education and.

Welfare overruled objections from
her staff and awarded. an $800,000
training contract renewal to an At-
lanta college last year after the White

House intervened on the school’s be- -

half.

The official, assistant HEW Secre-
tary Mary F. Berry, gave the contract
to Atlanta University, a small predom-

inantly black . graduate school, de-
spite a flurry of written staff com-

. plaints that the college badly mishan-

dled the first year of the two-year
teacher training program. -

The $800,000 award was made with-
out any competitive bidding, even
though the terms of the contract pro-

vided-no option for a noncompetitive -
‘renewal after Atlanta University won

a $2 million portion of:the project in
competitive bidding the first year.
According to documents made avail-
able to The Washington Post and in-
terviews with HEW officials, the re-

- newal was made by Berry after a call

from a member of presidential assist-
ant Jack ‘Watson’s staff. One memo
noted that the staff member asked
that all education office contracting

_‘be halted until the Atlanta Umver51ty

contract was renewed.

Jane Hansen, a staff as51stant in’
Watson's office, said she called both
Berry and deputy education commis-
sioner Alfred L. Moye about the At-
lanta University contract last July.

“She said she made the calls after the
. matter was raised during a conversa-
- tion -between President Carter and

Rev. Martin Luther King Sr. and was

“referred to Watson’s office. King is a
- ~member of the Atlanta Umversxty

board bf trustees.
“The whole purpose of the calls was.

. to: give [university presxdent] ‘Cleve-
‘land Dennard his day in court,” said

Hansen. She said she was..not aware.

“of the problems the school had with
‘_Ithe training program.

The Atlanta Umversxty contract is

_'the first one to come to light in which
‘the White House exerted pressure on

the office of education. HEW officials
said. however, that such outside pres-
sure is not unique.

The office of education has been

‘ Vcriticvized recently for its handling of

grant programs to developing col-
leges. Last month HEW officials testi--
fied ‘before a Senate Judiciary sub-

committee chaired by Sen. Max :Bau-.

cus (D-Mont.) that they made or raised

grants to more than 100 schools under
pressure from Berry or members of"'_

Congress T i

. After the call. from Hansen, office”
of education officials scrambled to -

yank.a notice out of the Commertce

Business Daily calling for competitive -
bids for renewal of the trainmg con- X

tract. . 3
Berry then split the controver51a1
contract three ways. Two schools, the

~ University of Colorado and Marquette’
University, received their portions of

the $2.4 million second-year training

contract through competitive bidding

while Atlanta University got its $800,-

000 without competition, accordmg to

HEW ofﬁcmls
At the time Berry was opening a

'vigorous campaign for the post of sec-

retary of education. President Carter
subsequently picked California jurist
Shirley Hufstedler for the new Cabi-
net position and Berry - has since an-

nounced she plans to leave HEW at.

the end of this month.

Berry was not available to comment' '

on the Atlanta University contract. A

" spokesman for the assistant secretary

said the procedure used in the con-
tract splitting was not unusual for the
office of education.

.The spokesman said staff members

_in the office of education who origi-

nally expressed concern about the re:'.
newal of the training contract with ..
‘Atlanta - University

changed \
minds after the call from Watgon’s of-

_their -
. uniquely quallfled "

flce and a subsequent meetmg thh.

Berry
Accordlng t0'memos written by sen-

" ior. off.xce “of education staff members

last year ‘Atlanta University officials
had trouble accounting -for money the
school recewed under the first year of
the coptract.

“ overall fiscal control of the
contract is. 7rossly inadequate” .wrote

~David|A. Johnson, the director of the

divisiqn of student services and veter-
ans’ pfograms.

‘Johnson also noted: wasteful spend-‘

ing byrthe school and “the state of al-
most ¢complete pandemonium” during

traimng programs it conducted at. |¥°

eight sites around the United States.
In addition,

cal insensitivity” in its hiring almost -
all blacks for key positions in the pro- -
gram. The project -was ‘designed to -
train about 2,000 instructors:to’ help ]
underprmleged young people get mto :

college.

Other memos repeated the prob-'
‘lems and advised against granting .
Atlanta University a noncompetitive
renewal. Berry herself; in a memo to .
Watson, noted that she:had told the.
-.'. school’s
““Atlanta seemed no more qualified

. president Dennard’

for this contract than many other in-

stitutions which have distinguished.

records of service to the dlsadvan
taged.” .

Nevertheless, she said she had made
arrangements to split the contract,
leaving the Georgia school with the

“choice of ‘bidding with other colleges

for the renewal or taking a portion
“for. which Atlanta Umver51ty

Johnson - complained - ,. ‘
that the school had had shown ¢politi- |

that’




