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THE WHITE HOUSE
WASHINGTON

May 2, 1977

Bert Lance -

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.

Rick Hutcheson

cc: Stu Eizenstat
Bob Lipshutz
Jack Watson

Re: H.R. 2819 (Brooks and Fountain)
Inspectors General Legislation




THE WHITE HOUSE
WASHINGTON

Mr. President:

Eizenstat and Lipshutz
agree with OMB that you
should oppose the bill
(Option #3).

Stu adds: "It is not wise
to set the precedent of
having Congress statutorily
determine internal agency
organization."

Rick
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EXECUTIVE OFFICE OF THE l:’RESlDENT ' gﬁb Q
OFFICE OF MANAGEMENT AND BUDGET /
WASHINGTON. D.C. 20503

AHE PRESIDENT 14s spmy. PR 27 117
T APR 27 PM 4 25

FROM: Bert Lance e -

MEMORANDUM FOR THE PRESID?T
SUBJECT: H.R. 2819 (Brooks and Fountain) - Inspectors
General Legislation

of Representatives Brooks' and Fountain's conviction that
agencies have failed to lnvestigate or correct serious
internal bprogram abuses and to Provide Congress with adequate
information about brogram deficiencies because the audit and
investigation function is fragmented, of lower organizational
stature, and inadequately staffed.

On February 28, the Attorney General advised you that the
Provisions in the bill (a) requiring Inspectors General to

agencies oppose the bill on both constitutional and management
grounds. The management arguments raised by these agencies
are summarized below.

SO
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Option 2: Support bill if amended to remove unconstitutional
provisions and the provision allowing congressional inter-
vention in the budget process. This would remove the most
objectionable features of bill. However, it would continue
unwise practice of having Congress statutorily determine
internal agency organization. :

Agree Disagree v//

Option 3: Oppose bill on grounds that any necessary reorganiza-
tion action for investigating abuses within agencies can and
should be 1329 administratively. (OMB Recommendation).

P

Agree Disagree

N Electrostatic Copy Made
for Preservation Purposes




THE WHITE Housg o |

WASHINGTON

Date: April 28, 1977 MEMORANDUM

FOR ACTION: . FOR lNFORMATlON: The Vice President
Stu Eizenstat tyvei~

Frank Moore
Jack Watson
Bob Lipshutz wnas=

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Bert Lance memo 4/27 re H.R. 2819 (Brooks and Fountain) -
: Inspectors General Legislation.

YOUR RESPONSE MusT BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 6:00 P.M,

DAY: Saturday

DATE: aprii 30, 1977

ACTION REQUESTED:
—X_ Your comments
Other:

STAFF RESPONSE:

—— l concur,

—— No comment,
Please note other comments below:

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED,

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



EXECUTIVE OFFICE OF THE F:RESIDENT }
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

APR 27 1977
9TT PR 27 PM 4 25
MEMORANDUM FOR THE PRESIDENT
FI{OM: Bert Lance o o~

SUBJECT: H.R. 2819 (Brooks and Fountain) - Inspectors
General Legislation

This memorandum requests your guidance on this legislation so
that we may advise agencies on the position to take in their
reports to Congress.

On April 27 the House Government Operations Committee sub-
committee plans to begin hearings on H.R. 2819, which would
establish Offices of Inspector General in eleven departments
and agencies. This legislation has been introduced because
of Representatives Brooks' and Fountain's conviction that
agencies have failed to investigate or correct serious
internal program abuses and to provide Congress with adequate
information about program deficiencies because the audit and
investigation function is fragmented, of lower organizational
stature, and inadequately staffed.

On February 28, the Attorney General advised you that the
provisions in the bill (A) requiring Inspectors General to
report directly to Congress and (B) prohibiting the President
from removing these officers without notification of his
reasons to Congress are unconstitutional. 1In addition, the
proposed reports to Chairman Brooks of eight of the affected
agencies oppose the bill on both constitutional and management
grounds. The management arguments raised by these agencies
are summarized below.

-- Requiring direct submission of reports by Inspectors
General to Congress without the agency heads' approval
conflicts with their overall management responsibilities,
dilutes their control over their programs, and invites
Congress to assume a management role in agency operations.

-~ It is inappropriate for Congress to impose statutory
internal organization arrangements and specify the
duties and responsibilities of subordinate agency



y officers; such arrangements and responsibilities should
be administratively determined.

-- The authority of the Inspector General to report
directly to the Congress could result in an adversary
relationship between the Inspector General and the
agency head.

~-- The "Congressional surveillance" contemplated in the
bill could invite premature publicity and preempt
remedial administrative action, particularly in matters
to be referred to the Department of Justice for criminal
or civil prosecution.

-~ Requiring the Inspector General to inform Congress
Ywithout delay" of any reduction in his budget request
would invite Congressional intervention in the develop-
mental stages of the President's Budget.

~- Presidential appointment with Senate confirmation of
Inspectors General could be viewed as politicizing
positions which have been traditionally held by career
personnel,

Finally, three agencies have consolidated their audit and
inspection function in a single office reporting to the agency
head (General Services Administration, Energy Research and '
Development Administration, and Department of Housing and

Urban Development); the Veterans Administration similarly
intends to consolidate and upgrade its audit and investigation
function in a single office accountable to the Administrator.
In the Departments of Interior and Labor (although Labor's
major grant agencies also maintain limited audit staffs),

these functions are consolidated into single units directly
accountable to an Assistant Secretary; the Departments of
Commerce and Agriculture, the Environmental Protection Agency,
and the National Aeronautics and Space Administration maintain
separate units for audit and investigation, respectively, but
which report to an assistant department or agency head. The
Department of Transportation has decentralized its external
audit and investigation functions among its major line agencies.

Option 1l: Support bill as introduced. This would mean accepting
constitutionally objectionable provisions.

Agree Disagree







THE WHITE Housg
WASIHN(;TON
Date: , ri1 28, 1977
FOR ACTION:

Stu Eizenstat
Frank Moore

Jack Watson 7
Bob Lipshutaz,

)
MHMORANDUM
FOR INFORMATION: The Vice President

r-

FROM{¢Rick Hutcheson, Staff Secretary
SUBJECT: Bert Lanc

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 6:00 P.M.

DAY: Saturday
DATE:

April 30, 197-

ACTION REQUESTED:
—X_ Your comments
Other:

snAFFRE%EQueET'

* __ lconcur,

No comment,
Please note other Comments belo w:

PLEASE ATTACH THIS

COPY TO MATERIAL SUBMITTED.
-*-—-\\N
If you have any

Questions or jf YOU anticipate g delay in submitting the required
Mmaterial, please telephoneg the Staff Secretary i

Mmediately, (Telephono, 7052)



THE WHITE HOUSE

WASHINGTON

April 29, 1977

MEMORANDUM FOR: THE PRES IDENT

FROM: STU EIZENSTAT hdh

ANNIE M. GUTIERREZ

SUBJECT: Inspectors General Legislation



14

FOR INFORMATION: The Vice President

FOR ACTION:

‘Stu Eizenstat/ C

P AT
W

Frank Moore

Jack Watson . oS
Bob Lipshutz . 577 ASR 28 PM 9 07 o

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Bert Lance memo 4/27 re H.R. 2819 (Brooks and Fountain) -

Inspectors General Legislation.

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 6:00 P.M.

DAY: saturday

DATE: April 30, 1977

ACTION REQUESTED:
¥ _ Your comments
Other:

STAFF RESPONSE:
| concur, — No comment,

Please note other comments below:

PLEASE ATTACH THIS COPY TO MATERIAL SUSMITTED.

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




TE WHITE no UstL

WASHINGTON

Date: , ri1 28, 1977

FOR ACTION:

Stu Eizenstat ,
Frank Moore/ ' 58
Jack Watson 8
Bob Lipshuty 1971 AR 29 MM

&+

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Bert Lance memo 4,/27
' Inspectors General re

MEMORAND UM |
FOR INFORMATION: The Vice President

e H.R. 28

19 (Brooks and Fountain) -
gislationn

YOUR RESPONSE MusT BE DELIVERED
TO THE STAFE SECRETARY BY:

TIME: 6:00 p.M.

DAY: Saturday

DATE: April 3, 1977

ACTION REQUESTED:

-—X_Your comments
Other:

STAFF RESPONSE:

——— L concur, No comment,
Plegse nore other Comments below:

Nz  Th Cobe A4 Ca Cam tvtge 3,«7:_‘
6 Voo~ ?M\ /%w ovles /(/‘ G .

D —

-

K/:f) LA, Coven < o cw,) Fon. D
(et 5 o / FRlace bt

PLEASE ATTACH THIS cop

If you have any questions or jf Yo
Material, please telephone the St

YTO MATERIAL SUBMITTED.

U anticipate a de

lay in submitting the required
aff Secretary imy

Mediately, (Telephone, 7052)



S THE WHITE HOUSE

WASHINGTON '

Date: \arch 25, 1977 - MEMORANDUM

FOR ACTION: _ FOR INFORMATION:

Jack Watson

Stu Eizenstat Xeco
Bob Lipshutz (Attn. Huron) %nfée/ “’/JJD Lomunst™

FROM: Rick Hutcheson, Staff Secret_ary

SUB,"ECT: Jack Watson memo re Inspector General Bill

(H.R. 2819)

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 4.00 p.M.

DAY:  monday

DATE: March 28, 1977

ACTION REQUESTED:
—X-. Your comments
Other:

STAFF RESPONSE:

— lconcur. No comment.
Please note other comments below:

I have sent the attached status report on the Inspectors
General Bill to the President. The AG is anxious to get

a decision on the bill. The attached OMB memo answers '
most of Jack's questions. Please get a final recommendation
ready for the President as early as possible next week.
Thanks.

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

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




THE WHITE HOUSE
WASHINGTON

cc: Watson
Eizenstat
Lipshutz (attn Huron)

I have sent the attached
status report on the
Inspectors General Bill
to the President. The

AG is anxious to get a
decision on the bill.
Ptease The attached oOMB
memo XW®X answers most of
Jack's guestions. Please
get a final recommendation
rYeadyv for the President as
early as possible next
week. Thanks.



‘Date:

[FOR ACTiON:
Jack Watson

MEMORANDUM

* FOR INFORMATION:

Jack: Watson mem

(H?R.-'2819) -

nxious to get -
“memo~answers
al recommendation

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
If you have any questions or if you anticipate a delay in submitting the required
material, please telephone the Staff Secretary immediately. (Telephone, 7052)




MEMORANDUDM

THE WHITE HOUSE !

WASHINGTON

INFORMATION : 25 March 1977

TO: THE PRESIDENT

FROM: RICK HUTCHESO § *
SUBJECT: Status Report on Attorney

General's Memo, "Inspectors
General Bill,” H.R. 2819

At Monday's Cabinet Meeting, the Attorney General mentioned
that he had forwarded to you a memorandum dated February 24
recommending that you oppose the Fountain-Brooks Bill. T
(H.R. 2819), which would establish Inspectors General in -
eleven different Executive agencies. S

On Wednesday, Jack sent You a memorandum recommending that
several issues not discussed in Bell's memorandum be inves-<
tigated before you decide on a course of action. ' Communica-
tions. from Eizenstat andiLipshutz,yesterday~agree with Jack
that further investigation is needed. :

A final recommendation from Stu, Jack.and Bob Lipshutz,
accompanying the Attorney General's memo, should be to you
early next week. S



THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO: THE PRESIDENT (joq_/
FROM: Jack Watson YO~

RE: Inspectors (Gé¢neral Bill (H.R. 2819)
\v4

At Monday's Cabinet meeting, Griffin Bell said he
had forwarded to you a legal memorandum on the cap-
tioned subject. The memorandum states that provisions
of the Fountain-Brooks bill, which would establish
Inspectors General in eleven different Executive agen-
cies, are unconstitutional. The main issues are:

(1) the requirement that Inspectors General report
directly to the Congress; and (2) limitations on your
power over the appointment and removal of those officers.
The memorandum recommends modifications in the pending
legislation. * ‘

Before deciding on a course of action, I think we
should consider several other important aspects of the
situation:

1. Jack Brooks is a prime sponscr of the
bill. Since we have several crucial
initiatives pending in his Committee,
we need to know how committed he is
to the legislation, as drafted;

2. Griffin's memorandum does not assess
the constitutionality of a related pro-
posal--to establish a permanent or
temporary special prosecutor. You have
endorsed the latter, and we need to
avoid any inconsistency;

3. Several Cabinet departments already
have Inspectors General. We need to
know how any position you take on this
bill might affect them.

March 23, 1977



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET !
WASHINGTON, D.C. 20503

MAR 24 1877

MEMORANDUM FOR: Mr. Hutcheson

SUBJECT:

Jack Watson memo re Inspector General
Bill (H.R. 2819)

I suggest 3 points be kept in mind in considering H.R. 2819:

1.

It would be possible to establish a permanent

or temporary special brosecutor on a constitutional
basis. (see point 2 of Watson memo). Thus, there
is no necessary inconsistency between opposing
those provisions of the Inspector General bill

that the Attorney General believes to be uncon-

- stitutional and supporting special prosecutor

legislation.

As far as we are aware, only HEW has an Inspector

- General established by law (P.L. 94-505) which

Presents the same kind of constitutional problems
as H.R. 2819; H.R. 2819 appears to be patterned
after the HEW statute. (See point 3 of Watson
memo) . Opposing H.R. 2819 would not necessarily
affect any other Inspector General.

indicated to OMB that they oppose this legislation,
in some cases quite Strongly. Copies of written
views from five of the agencies (two responded
informally) are attached. The major reason for
their opposition, aside from the constitutional
issues, is that the bill would interfere with
lManagement control by agency heads.



agencies. All now havy
to the agency heads, f
and evaluation.

Attachment

€ established functions, responsible
Or internal audit, investigations,

Sincerely,

ames M. Frey
Assistant Director for
Legislative Reference



THE WHITE HOUSE

WASHINGTON

March 24, 1977

MEMORANDUM FOR: RICK HUTCHESON , _

FROM: . STU EIZENSTAT (_%:ﬁ/b’

SUBJECT: Jack Watson's Memo re: Inspectors
General Bill (H.R. 2819)

The Fountain-Brooks bill, in requiring the Inspectors
General to report independently to both Congress and
the Executive Branch builds in serious administrative
and management difficulties. This,Administration has
taken a tough stand on fraud, and Iresponsibility should
be lodged firmly within the Executive Branch.

I agree that the issues which Jack raises shbuld be
explored before any action is taken.
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Offire of the Attormep General
Washington, 4. €. 20330

February 21, 1977

MEMORANDUM FOR THE ATTORNEY GENERAL

Re: Inspector General legislation

You have asked for our views on the constitutionality
of H.R. 2819 which would establish an Office of Inspector
General in six Executive departments 1/ and five other Execu-
tive establishments. 2/ It is our opinion that the provisions
'in this bill which make the ‘Inspectors General subject to
divided and possibly inconsistent obligations to the Executive
and Legislative Branches violate the doctrine of separation of
powers and are constitutionally invalid. This memorandum will
briefly outline the major provisions of the bill, discuss the
constitutional problems presented by those provisions, and
recommend modifications to remedy those problems,

A. Description of the Inspector General leglslatlon
pending before Congress. '

H.R. 2819 was introduced on February 1, 1977 by Repre-
sentatives Fountain and Brooks and has been referred to the Com-
mittee on Government Operations. The bill combines and reor-
ganizes the present internal aadit and investigative units in
each of the eleven agencies which are the subject of the bill
into a single office with certain additional responsibilities.
The primary functions of the Inspector General's office would
be (1) to develop and supervise programs (including audits and
investigations) in the agency to promote efficiency and to pre-
vent fraud and abuse; (2) to keep both the -head of the agency
and Congress fully informed regarding these matters; and (3)
to recommend and report on the implementation of corrective
actions.

.1/ The Departments included are Agriculture, Commerce, Housing
and Urban Development, the Interior, Labor, and Transportation.

2/ The other establishments are the Energy Research and Develop-
ment Administration, the Environmental Protection Agency, the
General Services Administration, and the National Aeronautics
and Space Administration. :



R
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Each Inspector General is required to prepare and
submit to Congress as well as to the head of the agency a
variety of reports, and he is required to supply additional.
documents and information to Congress on request. is reports
are reguired to be submitted directly to Congress without
clearance or approval by the agency head or anyone else in
the Executive Branch. The Inspector General is authorized to
have access to a broad range of materials available to the
agency, and is given subpoena power to obtain additional docu-
ments and information.

The Inspectors General are to be appointed by the Presi-
dent (with the advice and consent of the Senate) “without re-
gard to political affiliation," and whenever the President re-
moves an Inspector General from office, the bill would require
the President to notify both Houses of the reasons for removal.

The bill is modeled on Title II of P.L. 94-505 (1976)

which establishes an Office of Inspector General in HEW. No
Inspector General for HEW has been appointed to date. .

B. Constitutional Objections.

1. As a‘threshold matter, the Justice Department has re-
peatedly taken the position that continuous oversight of the
functioning of Executive agencies, such as that contemplated
by the requirement that the Inspector General keep Congress
fully and currently informed, is not a proper legislative func-
tion. 1In our view such continuing supervision amounts to an
assumption of the Executive's role of administering or executing
the laws. However, at the same time it must be acknowledged that

Congress has enacted numerous statutes with similarx requlremenus,

many of which are currently in force.

2. An even more serious problem is raised, in our view,
by the provisions which make the Inspectors General subject to
divided and possibly inconsistent obligations to the Executive
and the Legislative Branch, in violation of the doctrine of
separation of powers. 1In particular, the Inspector General's
general obligation to keep Congress fully and currently informed,
taken with the mandatory requirement that he provide any addi-
tional information or documents requested by Congress, and the
condition that his reports be transmitted to Congress without
Executive Branch clearance or approval, are inconsistent with
his status as an officer in the Executive Branch, reporting to
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eneral supervision of the head of the agency.
25ts the Executive power of the United States in
©. This includes general administrative control
X

and under the
Article IT -

over those executing the laws. See Myers v. United States,
272 U.s. 52, 163-164 (1926). The President's power of control
extends +o the entire Executive Branch, and includes the right
to coordinate ang supervise all replies and commentst from the
Executive Branch to Congress. See Congress Construction Coro.
v. United States, 314 F.2d 527, 530-532; 161 C. Cl. 50, 55-59
(1963} . ~

and documents to the Congress as it may request, Obviously the
details of some investigations by the Inspector General .(or by
the Justice Department) might well, under settled principles,
require them to be withheld from Congress through the assertion

.0f executive pPrivilege. But the bill as written would preclude

that assertion in view of the Inspector General's duty to make
Tequested materials and information available to Congress.

: 4. Finally, we are of the view that the requirement that
the President notify both-Houses of Congress of the reasons for

his removal of an Inspector General constitutes an improper re-
Striction on the President
dentially appointed executive officers.- Myers v. United States,
272 U.S. 52 (1926). Although Congress has the authority to limit
the President's power to remove quasi~judicial or quasi-~legisla-

tive officers, Wiener v. Uhited States, 357 U.s. 349 (1958),
Humphrey's Executor v. United States, 295 U.s. 602 (1935), the
bower to remove a subordinate appointed officer within one of
the Executive departments is a power reserved tc the President
acting in his discretion. 3/ 7

C. Suggested Modifications.

3/ We also Juestion the validity of the requirement that the
President appoint each Inspector General "without regard to

~Political affiliation." This implies some limitation on the

appointment power in addition to the advice and consent of
the Senate.

K,
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which would clearly establish the Inspector General as an
Executive Cificer responsible to the head of the agency.
. :

The principal problem with the proposed legislation is
that the Inspector General is neither fish nor fowl. While
the Inspector General is supposed to be under the general super-
vision of the agency head, the Inspector General reports directly
to Congress. He is to have free access to all Executive infor-
mation within the agency, yet he is not subject to the control
of the head of the agency or, for that matter, even to the con-
trol of the President. :

In our view, the only means by which this bill could be
rendered constitutional would be to modify it so as to clearly
establish the Inspector General as an Executive Officer subject
to the supervision of the agency head and subject to the ultimate
control of the Chief Executive Officer. We recommend the follcw-
ing modifications:

»

1. Reports of problems encountered and suggestions for

remedial legislation may be required of the agencies in question, -

but those reports must come to Congress from the statutory head

of the agency who must reserve the power of supervision over the
contents of these reports. :

2. The Constitutional principle of executive privilege
must be preserved. The provision in the bill requiring reports
to Congress of all "flagrant abuses or deficiencies" within seven
days after discovery would risk jeopardizing ongoing investiga-
tions by the agency and the Justice Department, many of which
would be 'subject to a claim of privilege. That provision should
be gqualified by a specific reference to the possibility of a claim
of privilege, or deleted entirely from the bill.

3. Finally, the power of the President to remove subor-
dinate Executive officers must remain intact. The requirement
in the bill that the President report to Congress the rsasons
for his rewmoval of an Inspector General would infringe on this
powear and should be eliminated.

John M. Harmon
Acting Assistant Attorney General
Office of Legal Counsel



THE WHITE HOUSE

WASHINGTON

April 2, 1977

MEMORANDUM FOR THE PRESIDENT
\.‘(J’ut\
FROM : STU EIZENSTAT 6,@../

SUBJECT: H.R. 2819, The Inspector General Bill

I recommend that a decision on H.R. 2819 be postponed
until a Justice, OMB and White House group determines
what specific changes are wanted in the bill and whether
these changes are acceptable to Congressman Brooks.

I recognize that, as the Attorney General's memorandum
indicates, there may be serious separation of power
problems with H.R. 2819 as bresently drafted. But my
understanding is that Brooks is not wedded to the bill

in its current form. He has drafted the bill in this

form because it follows the form recently used to establish
the HEW Inspector Genera - (Though it should not be a bar
to doing so, if we Oppose Brooks' bill on constitutional
grounds the Administration will seem to be arguing that
its HEW Inspect General is operating outside the
Constitution.)

One concern about postponing an immediate decision on
H.R. 2819 is that Brooks might hold the Energy Department
bill hostage. From my discussions with Brooks' staff, I
think that possibility is very unlikely. Hearings have
begun on the DOE; and the bill must be reported by May 15
at the latest (to meet the budget deadlines). The
Inspector General Bill is not nearly that far along; no
hearings have yet been held and no action is required by
May 15. Given these factors, plus the public attention
being focused on DOE, I doubt that Brooks will hold up DOE
pending our approval of H.R. 2819,

If you agree, I will coordinate the development of the
Administration's pPosition on Inspectors General.

Bob Lipshutz concurs.

Agree Disagree



THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO: THE PRESIDENT 0

FROM: Jack Watson xC March 29, 1977

RE: Inspectors Beneral Bill

In my March 23 memorandum to you on this subject,
I recommended further investigation of three issues,
only two of which are addressed in the memoranda now
being circulated. Missing is any data on the political
Situation. Wwill we offend Jack Brooks if we move to
Oppose his bill or to modify it? T understand Frank
Moore is checking this out, and suggest al] action
await his information.

More generally, I urge that we package our criti-
cisms as proposed modifications to legislation we
basically Subport. Griffin's first memorandum suggests
this also.™ vou do not want to be in the position of




THE WHITE HOUSE

WASHINGTON

ot
Date: vy ? h
March 23, 1977 e

FOR ACTION:

Hamilton Jordan “&

Bob Lipshutz i gy _
Frank Moore ne J %t “oneur

T~

s PE/
LN

’
FROM: Rick Hutcheson, Staff Secretary
SUBJECT: Jack Watson

memo re Inspecfor General Bill
(H.R. 2819) ,

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: IMMEDIATE TURNAROUND
DAY:

DATE:

ACTION REQUESTED:
—X_ Your comments
Other:

STAFF RESPONSE:

——_ | concur.

. —— No comment,
Please note other comments below:

-

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you antici
material, please telephone the Staff Secr

i

pate a delay in submitting the required
etary immediately. (Telephone, 7052)

MEMORANDUM

P FOR INFO MATION: The Vice President
Ber ance mcl tewm :
Stu Eizenstat $-Lance %aﬁ



MEMORANDUM

THE WHITE HOUSE ]

WASHINGTON

INFORMATION 25 March 1977
TO: THE PRESIDENT
A .
FROM: RICK HUTCHESO *
SUBJECT: Status Report on Attorney

General's Memo, "Inspectors
General Bill," H.R. 2819

At Monday's Cabinet Meeting, the Attorney General mentioned
that he had forwarded to you a memorandum dated February 24
recommending that you oppose the Fountain-Brooks Bill

(H.R. 2819), which would establish Inspectors General in
eleven different Executive agencies. ke

On Wednesday, Jack sent you a memorandum recommending that
several issues not discussed in Bell's memorandum be inves-
tigated before you decide on a course of action. Communica-
tions from Eizenstat and :Lipshutz yesterday agree with Jack
that further investigation is needed.

A final recommendation from Stu, Jack and Bob Lipshutz,
accompanying the Attorney General's memo, should be to you
early next week.

SRR
N



THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO: THE PRESIDENT cﬂ/
FROM: Jack Watson X6

RE: Inspectors (Ggneral Bill (H.R. 2819)
\"4

At Monday's Cabinet meeting, Griffin Bell said he
had forwarded to You a legal memorandum on the cap-
tioned subject. The memorandum states that Provisions
of the Fountain-Brooks bill, which would establish
Inspectors General in eleven different Executive agen-
Ccies, are unconstitutional. The main issues are:

(1) the requirement that Inspectors General report
directly to the Congress; and (2) limitations on your
Power over the appointment and removal of those officers.

Before deciding on a course of action, I think we
should consider Several other important aspects of the
situation:

1. Jack Brooks is a prime sponsor of the
bill. Since we have several Crucial
initiatives pending in his Committee,
we need to know how committed he isg
to the legislation, as drafted;

2. Griffin's meémorandum does not assess
the constitutionality of a related pro-
Posal--to establish a permanent or
temporary speciail Prosecutor. You have
endorsed the latter, and we need to
avoid any inconsistency;

3. Several Cabinet departments already
have Inspectors General. We need to
know how any position you take on this
bill might affect them.

March 23, 1977



EXECUTIVE OFFICE OF THE PRESIDENT i
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.cC. 20503

MAR 24 1977

MEMORANDUM FOR: Mr. Hutcheson

SUBJECT:

Jack Watson Memo re Inspector General
Bill (H.R. 2819)

I suggest 3 points be kept in mind in considering H.R. 2819:;

1.

It would be possible to establish a Permanent
or temporary Special prosecutor on a constitutional
basis. (see point 2 of Watson memo) . Thus, there

As far as we are aware, only HEW has an Inspector
General established by law (p.L. 94-505) which
pPresents the same king of constitutional problems
as H.R. 2819; H.R. 2819 appears to be patterneg
after the HEw statute. (See point 3 of Watson
memo) . Opposing H.R, 2819 would not necessarily
affect any other Inspector General,

Three Cabinet Agencies (DoT, HUD, Agriculture) and
four independent agencies (Gsa, EPA, VA, NASA) have
indicated to OMB that they oppose this legislation,
in some cases quite sStrongly. Copies of written
views from five of the agencies (two responded
informally) are attached. The major reason for
their opposition, aside from the constitutional
issues, is that the bill would interfere with
management control by agency heads.
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THE WHITE HOUSE

WASHINGTON

March 24, 1977

MEMORANDUM FOR:  RICK HUTCHESON
FROM: STU EIZENSTAT %ﬁ’b

e

SUBJECT: Jack Watson's Memo re: Inspectors
General Bill (H.R. 2819)

The Fountain-Brooks bill, in requiring the Inspectors
General to report independently to both Congress ang
the Executive Branch builds in serious administrative
and management difficulties. This Administration has
taken a tough Stand on fraud, and Tesponsibility should
be lodged firmly within the Executive Branch.

I agree that the issues which Jack raises should be
explored before any action is taken.



THE WHITE HOUSE

WASHINGTON

MARCH 28, 1977

MEMORANDUM FOR
THE PRESIDENT

FROM Stu Eizenstat f;fﬁA

RE H.R. 2819, The Inspectors General Bill

I recommend that H.R. 2819 be Oopposed in its Present
form.

of the departments.
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO: THE PRESIDENT cﬂ/
FROM: Jack Watson YO

RE: Inspectors {Géneral Bill (H.R. 2819)
\v4

At Monday's Cabinet meeting, Griffin Bell said he
had forwarded to you a legal memorandum on the cap-
tioned subject. The memorandum states that provisions
of the Fountain-Brooks bill, which would establish
Inspectors General in eleven different Executive agen-
cies, are unconstitutional. The main issues are:

(1) the requirement that Inspectors General report
directly to the Congress; and (2) limitations on your
bower over the appointment and removal of those officers.
The memorandum recommends modifications in the pending
legislation. : -

Before deciding on a course of action, I think we
should consider several other important aspects of the
situation: '

l. Jack Brooks is a prime sporsor of the
bill. Since we have several cruciail
initiatives pending in his Committee,
Weé need to know how committed he is
to the legislation, as drafted;

2. Griffin's memorandum does not assess
the constitutionality of a related pro-
pPosal--to establish a pPermanent or
temporary special Prosecutor. - You have
endorsed the latter, and we need to
avoid any inconsistency;

3. Several Cabinet departments already
have Inspectors General. We need to
know how any position you take on this
bill might affect them.

March 23, 1977

»
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®ftire of the Attorney General
Hzslyington, B.Q.

March 22, 1977

MEMORANDUM FOR THE PRESIDENT:

Re: Inspector General Bill

I enclose a memorandum dated February
24, 1977, to you with which I enclosed a copy
of a memorandum Prepared by the Office of Legal
on the Inspector General legislation. This

and it may be that you have not seen the memoran-
dum and the attachment.

The Office of Legal Counsel memorandum
has not been circulated to the other Cabinet
Members. To date, -only HEW has been given an
inspector general.

Respectfully,

MBM

Griffin B, Bell
Attorney General

Attachment
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Ottier of the Attornep Grneral \
Washington, 1. ¢C. 20530

February 21, 1977

MEMORANDUM FOR THE ATTORNEY GENERAL

Re: Inspector General legislation

You have asked for our views on the constitutionality
of H.R. 2819 which would establish an Office of Inspector
General in six Executive departments 1/ and five other Execu-
tive establishments. 2/ It is cur opinion that the provisions
in this bill which make the Inspectors General subject to
divided and possibly inconsistent obligations to the Executive
and Legislative Branches violate the doctrine of separation of
powers and are constitutionally invalid. This memorandum will
briefly outline the major provisions of the bill, discuss thea
constitutional problems presented by those provisions, and
recommend modifications to remedy those problems.

A. Description of the Inspector General leglslatlon
pending before Congress.

H.R. 2819 was introdqped on February 1, 1977 by Repre-~
-sentatives Fountain and Brooks and has been referred to the Com-
nittee on Government Operations. The bill combines and reor-
ganizes the present internal audit and investigative units in
each of the eleven agencies which are the subject of tne bill
into a single office with certain additional respon51b111t1es.
The primary functions of the Inspector General's office would
be (1) to develop and supervise programs (including audits and
investigations) in the agency to promote efficiency and to pre-
vent fraud and abuse; (2) to keep both the head of the agency
and Congress fully informed regarding these matters; and (3)
to recommend and report on the implementation of corrective
actions. -

.1/ The Departments included are Agriculture, Commerce, Housing
and Urban Development, the Interior, Labor, and Transportation.

2/ The other establishments are the Energy Research and Develop-
ment Administration, the Environmental Protection Agency, the
General Services Administration, and the National Aeronautics
and Space Administration. :



Each Inspector General is required to prepare and
submit to Congress as well as to the head of the agency a
variety of reports, and he is required to supply additional.
documents and information to Congress on reguest. H}s reports
are reqguired to be submitted directly to Congress without
clearance or approval by the agency head or anyone else 1in
the Executive Branch. The Inspector General is authorized to
have access to a broad range of materials available to the
agency, and is given subpoena power to obtain additional docu-
ments and information.

The Inspectors General are to be appointed by the Presi-
dent (with the advice and consent of the Senate) "without re-
gard to political affiliation," and whenever the President re-
moves an Inspector General from office, the bill would require
the President to notify both Houses of the reasons for removal.

The bill is modeled on Title II of P.L. 94-505 (1976)
which establishes an Office of Inspector General in HEW. No
Inspector General for HEW has been appointed to date. .

B. Constitutional Objections.

1. As a‘threshold matter, the Justice Department has re-
peatedly taken the position that continuous oversight of the
functioning of Executive agencies, such as that contemplated
by the requirement that the Inspector General keep Congress
fully and currently informed, is not a proper legislative func-
tion. In our view such continuing supervision amounts to an
assunption of the Executive's role of administering or executing
the laws. However, at the same time it must be acknowledged that
Congress has enacted numerous statutes with similar requlrements,
many of which are currently in force..

2. An even more serious problem is raised, in our view,
by the provisions which make the Inspectors General subject to
divided and possibly inconsistent obligations to the Executive
and the Legislative Branch, in violation of the doc¢trine of
separation of powers. In particular, the Inspector General's
general obligation to keep Congress fully and currently informed,
taken with the mandatory requirement that he provide any addi-
tional information or documents requested by Congress, and the
condition that his reports be transmitted to Congress without
Executive Branch clearance or approval, are inconsistent with
his status as an officer in the Executive Branch, reporting to
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and under the general supervision of the head of the agency.
Article II vests the Executive power of the United States in
the President. This includes general administrative control
over those executing the laws. See Myers v. United States,
272 U.S. 52, 163-164 (1926). The President's power of control
extends to the entire Executive Branch, and includes. the right
to coordinate and supervise all replies and comments? from the
Executive Branch to Congress. See Congress Construction Corp.
v. United States, 314 F.2d 527, 530-532; 161 C. Cl. 50, 55-59
{1963).

3. Under the bill the Inspector General has an unrestricted
access to Executive Branch materials and information. And he has
an unqualified and independent obligation to provide such materials
and documents to the Congress as it may request. Obviously the
details of some investigations by the Inspector General «(or by
the Justice Department) might well, under settled principles,
require them to be withheld from Congress through the assertion

.0f executive privilege. But the bill as written would preclude

that assertion in view of the Inspector General's duty to make
requested materials and information available to Congress.

4. Finally, we are of the view that the requirement that
the President notify both-Houses of Congress of the reasons for
his removal of an Inspector General constitutes an improper re- .
striction on the President's exclusive power to remove Presi-
dentially appointed executive officers. Myers v. United States,
272 U.S. 52 (1926). Although Congress has the authority to limit
the President's power to remove quasi-judicial or quasi-legisla-
tive officers, Wiener v. United States, 357 U.S. 349 (1958),
Humphrey's Executor v. United States, 295 U.S. 602 (1935), the
power to remcve a subordinate appointed officer within one of
the Executive departments is a power reserved to the President
acting in his discretion. 3/

C. Suggested Modifications.
We believe that the constitutionaiyproblems raised by the
proposed legislation could only be cured through modification

3/ We also question the validity of the requirement that the .
President appoint each Inspector General "without regard to
political affiliation.” This implies some limitation on the
appointment power in addition to the advice and consent of
the Senate.
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Vision of the agency head, the Inspector General reports directly
to Congress. He is to have free access to all Executive infor-
mation within the agency, yet he is not subject to the control

Oof the head of the agency or, for that matter, even to the con-
trol of the President. :

In our view, the only means by which this bill coufd be

rendered constitutional would be to modify it so as to clearly

to Congress of all "flagrant abuses or deficiencieg"” within seven
days after discovery would risk jeopardizing ongoing investiga-
tions by the agency and the Justice Department, many of which
would be ‘subject to a claim of privilege. That provision should
be qualifieg by a specific reference to the POsSsibility of a claim
of privilege, or deleted entirely from the bill.

3. Finally, the Power of the President to remove subor-
dinate Executive officers must remain intact. The requirement
in the bill that the President report to Congress the reasons
for his removal Oof an Inspector General would infringe on thisg
pPower and should be eliminateq.

John M. Harmon
Acting Assistant Attorney General
Office of Legal Counsel



WASHINGTON

. EMORANDUM
DE® March 23, 1977 . MEMO

: . ] Wi ;
FOR ACTION: Bert Lance = FOR INFORMATION: The 'Vice President
Stu .Eizenstaty” i
Hamilton Jordan
Bob: Lipshutz
Frank, Moore

FROM: Rick Hutcheson Staff Secretary

: :"Jack “Watson 'm
(H.R. 2819)

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a delay in submitting the required
material, please telephone the Staff Secretary immediately. {Telephone, 7052)
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OFFICE OF MANAGEMENT AND BUDGET

Date: 3-25-77

Rick Hutcheson, Staff Secretary

FROM: James M. Frey
Assistant Director for
Legislative Reference

This was inadvertently detached
from the Memo Tesponding to it, which

was forwarded to your office on 3-24.



DEPARTMENT OF AGRICULTURE }
OFFICE OF THE SECRETARY
WASHINGTON, D. C.20250

March 1 6, 1977

Honorable Thomas B. Lance
Director

Office of Management and Budget
Washington, D. C.

Déar Mr. Lance:

Departments and agencies, including the Department of Agriculture.

This Department agrees with the objective of improving the economy and
efficiency of Government. |n light of the Constitutional and other
deficiencies discussed below, however, we recommend against enactment
of H.R. 2819, '

be appointed by the President by and with the advice and consent of

the Senate, and they would be selected "solely on the basis of integrity
and demonstrated ability and without regard to political affiliation."
Each Inspector General would be called upon to appoint an Assistant
Inspector General for Auditing and an Assistant Inspector General for
lnvesTigaTions, €ach fo be appointed in accordance with the |aws and
regulations governing the civijl service. We conclude i+ is the intent
of the bill that the Assistant Inspectors Genera be appointed from the

The bill would require that each Inspector Genera| report to, and be
under the general supervision of, the head of his Department or agency,
with the proviso that the authority of the head of the agency in this
regard could be delegated to the agency's second-ranking officer byt
to no other officer or employee. It would be the responsibility of
each Inspector General to provide policy direction for auditing and
investigative activities; to make recommendations designed to promote



economy and efficiency, and to prevent and detect fraud and abuse, in
the administration of the agency's program; and to coordinate with
other government agencies with responsibilities for audi+ and
investigative activities.

Each Inspector General would be required to report annually and quarterly
to the head of the agency, and to the Congress, identifying, among other
things, problem areas and recommendations for corrective action. The
Inspector Genera| would also be required to report immediafely to the head
of the establishment, and within seven days thereafter to the appropriate
Congressional committees or subcommittees, any serious or flagrant

be made to the Congress shall be made by the Inspector General without
further clearance or approval .

We are particularty concerned about the provisions of the bill which
require numerous reports directly to Congress, and to Congressional
Committees and SubcommiTTees, without the clearance Oor approval of the
Secretary. The mandate of the legislation for annual, quarterly, and
immediate reports on known "probiems, abuses, and deficiencies" will
involve not only Congressional Committees, but also Congressional staff
in the day-to-day administration and operation of this and other
Departments. The extent of this involvement and the direct reporting

responsibilities. It is our understanding the Attorney General has
concluded that H.R. 2819, if enacted, would violate the Constitution in
this regard.

We believe that this type of surveillance, and the potential it provides
for premature intervention and publicity, will tend +o defeat rather than
enhance the objective of improved economy and efficiency stated in the
bill. As the responsibie executives, the Cabinent officers and Agency
Heads must have the opportunity to detect and correct administrative
problems without daily surveillance by Congress. Experience has shown
that often this surveillance causes premature publicity and pre-empts
administrative processes that should have been allowed to run their
course. Moreover, the disclosure of information concerning ongoing
criminal investigations would create serious problems and possible
interference with criminal justice proceedings. 1t does not take much

services. As a consequence, relatively minor situations may be left
unattended and become serious due to lack of early attention.



The Office of Audit and +he Office of lnvesfiga*ion, successors to

this Department's Office of Inspector General, Provide Department
managemen-t annually with almost 5,000 reports on matters of varying
degrees of significance., They have carefully designed procedures for
assuring that those reports are properly acted upon by responsible
officials, including escalation to higher levels of authority (including
the Secretary), when necessary,

Certainly Congress should have periodic reports on how wel | the programs
of a Department are working. Severa] avenues already exist to provide
such information. These include the annual appropriation hearings,
oversight hearings, reviews conducted by the General Accounting Office,
requests for Specific information from Congressional Committees and
SubcommiTTees, and Freedom of Information Act requests from individual
Members of Congress.

such official., |n this regard, Comptroller General Staats, in comments
on a similar bjl} enacted during the last Congress relating to the
Department of Health, Education and Welfare, recommended that the
Inspector General be appointed by the Secretary of that Department.

The totally independent reporting channel to the Congress, which the
bill would require, could bring about an adversary relafionship between
the Secretary ang the Inspector General. This could very wel| impair
open and candid communication and the Inspector General's ability to.
serve the Secrefary and Department management,

An Office of I'nspector General existed in the Department of Agriculture
between 1962 and 1974, The I'nspector General, appointed by and reporting
to the Secrefary of Agriculfure, carried out a mission very similar to
that provided for in H.R. 2819.  The USDA Inspector General was able to

The bill would require the Inspector General +to inform Congress "without
delay" of any reduction in hijs budget request which he deems seriously
defrimental to the adequate performance of his function. This seems to
Us to erode the President's Prerogative to submi+ "his" budget, and the
requirement of +he Budget and Accounting Act, 1921 (3] u.s.cC. I et seq.),
that the President submi+t a "unified budget" for the Executive Branch,
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For the Constitutional and other reasons set forth above, this Department
does not recommend enactment of H.R. 2819.

Sincerely,
wsoot

Bob Bergland
Secretary



NNASN

Slatonal Aoronautics and
S Adimaistation

Wastungton. [D .
s

| MAR 16 1977

Honorable Bert Lance

Director

Office of Management and Budget
Executive Office of the President
Washington, DC 20503

Dear Bert:

This responds to Mr. Bernard H. Martin's memorandum of
February 23, 1977, requesting the views of the National
Aeronautics and Space Administration on the bill H.R.
2819, "To reorganize the executive branch of the Govern-
ment and increase its economy and efficiency by establishing
Offices of Inspector General within the Departments of
Agriculture, Commerce, Housing and Urban Development, the
Interior, Labor, and Transportation, and within the Energy
Research and Development Administration, the Environmental
Protection Agency, the General Services Administration,
the National Aeronautics and Space Administration, and the
Veterans' Administration, and for other purposes.”

As it would pertain to NASA, H.R. 2819 would establish
within NASA an all but autonomous Office of the Inspector
General. The proposed Inspector General would be appointed
by the President, subject to the advice and consent of the
Senate, at Level IV of the Executive Schedule, a grade equal
to that of NASA's third-ranking official. The NASA Office
of Inspector General would also include a Deputy Inspector
General, at Level V of the Executive Schedule, who also
would be appointed by the President subject to the advice
and consent of the Senate. -

The proposed NASA Inspector General would be given significant
independent powers which presumably could be exercised without
regard to the authority of the NASA Administrator. These
pow=rs would include the power to appoint two Assistant Inspec-
tors General, one for auditing and one for investigations; to
select, appoint and employ officers and employees of the Office



of Inspector General; to enter into contracts and other
arrangements with private persons; to make such payments
as may be necessary; and to require by subpoena the
production of documents, presumably from those doing
business with NASA. The budget for the proposed oOffice

of Inspector General would be included within NASA's
budget, but if a budget request of the office were to

be reduced, the Inspector General would be required to
inform Congress without delay if he or she determined such
action to be seriously detrimental to the adequate perform-
ance of the office under the act.

The proposed Office of Inspector General would be required

to report to the NASA Administrator and to Congress directly
on the activities of the office during the preceding year.

He or she would also be required to report quarterly regarding
problems which in his or her opinion, were not being adequately
resolved. Finally the Inspector General would be required to
report to the NASA Administrator and within seven days there-
after to appropriate committees of Congress whenever the
Office "becomes aware of particularly serious or flagrant
problems, abuses, or deficiencies" relating to NASA or its
programs.

The stated purpose of H.R. 2819 is to promote economy and
efficiency in the administration of NASA, to prevent and
detect fraud or abuse in NASA's pPrograms and operations, and
to provide a means of keeping Congress informed about problems
and deficiencies in the administration of NASA's programs and
the necessity for and progress of corrective action.

It is our very strong opinion that far from achieving those
objectives, the establishment of the Office of Inspector
General within NASA would seriously hamper NASA's ability

to maintain its record of economy and efficiency in manage-
ment and in formulating and implementing fast and appropriate
responses to problems.

Throughout NASA's history it has depended upon line management,
from the Administrator through the program Associate Adminis-
trators, the NASA Center Directors, and the field center
program and project managers to carry out its programs in



aeronautics and space research and development in a way
which achieves program objectives on time and within
budget. At the same time the NASA management system

is structured so that the NAsSA Comptroller, who has

overall responsibility for budgeting and financial manage-
ment, can exercise effective control over the allocation

of resources. Under the control of the NASA Comptroller
-and NASA's line managers, about 75% of the overall NASA
funding goes to contractors who are continuously audited
by the Defense Contract Auditing Agency (DCAA). NASA's
internal audit is performed by the Office of Management
Audit which reports directly to a Level V official in the
Office of the Administrator. In the inspections area,

the NASA Office of Inspections and Security, which includes
inspectors co-located at each of NASA's field installations
but who report directly to Headquarters, also reports to
that same senior official in the Office of the Administrator.
External checks and balances are applied through the audit
and review function of the General Accounting Office and
through such statutory bodies as the Aerospace Safety
Advisory Panel, established by NASA under section 6 of
Public Law 90-67.

The decisive difference between the organization envisaged
by H.R. 2819 and NASA's present system--which depends upon
line management, the NASA Comptroller, the Office of
Management Audit and the Office of Inspections and Security--
is that those offices are an integral part of NASA directly
responsible to the NASA Administrator. The Administrator
and the Deputy Administrator are each appointed by the
President, subject to the advice and consent of the Senate.
Once programs are approved and funded by the Congress, the
Administrator has the overall responsibility to see that

the programs are carried out on time and within budget, and
within the framework of all relevant laws and regulations.
If he fails to do so he is directly accountable to the
President and to the relevant Congressional committees.

To establish the proposed Inspector General within NASA,
partly responsible to the Administrator but with significant
independent powers, would clearly tend to dilute both the



responsibility and the accountability of the NASA
Administrator, and would disrupt the NASA management
systems which are generally regarded as singularly
effective.

NASA is, of course, keenly aware of its obligation to
keep appropriate Congressional committees fully and
currently informed on NASA's programs, and on problems
and deficiencies in those programs requiring corrective
action. Given the annual review of NASA's programs by .
its authorization and appropriation committees and the
strong oversight functions exercised by those committees,
NASA's responsibilities in this regard have been effec-
tively discharged over the years. Moreover, NASA's
response to correcting problems in management are
generally regarded by the Congressional committees
concerned as being among the best in Government.

In our view, the establishment of a Presidentially appointed
Inspector General at a level outranking all but three of
NASA's line managers would serve to disrupt NASA's manage-
ment system which depends heavily on such line managers.
Moreover, the direct reports that such an official would be
required to submit to the Congress would not foster the
frank and candid exchange of information which now flows
between NASA and appropriate Congressional committees, but
to the contrary would seem to inhibit such an exchange.

Finally, we believe that significant constitutional questions
involving separation of powers would be raised by enactment
of H.R. 2819, and suggest that you may wish to solicit the
views of the Attorney General on that aspect of the proposed
legislation.

In view of the foregoing, NASA recommends that the
Administration strongly oppose enactment of H.R. 2819.

/
. - J
Ylea
James C. Fletcher
Administrator

%incerely,
1
{
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MAR 15 1917

dMr. James 1. Frey

Mssistant Direactor for
Legislative Reference

Office of Management and Budget

Washington, ©. C. 20503

LZttention: Ms. Martha Ramsey
Dear Mr. Frey:
Subject: . R. 2812, 25th Congress (Fountain/Brooks)

This i35 in response to vour recuest for our views on the
above Lill.

s a matter of principle, we do not believe that it is generally
desirable to spzcify in legislation particular organizational
arrangements that preclude the head of an Fxacutive agency from
organizing in the manner that he or 3he determines is mogst
effective in accomplishing that agency's mission, 7This does

not mean that we would oprpose the kasic okjective of creating
within each agency an organization or office carable of
effective and coordinated avdit and investigative services.

To the contrary, this Department has had more than five years

of experience with an independent nffice of Insgpector General
and believes that there are major advantages to such an office
that may ke realized Ly other Departments and agencies as well
where such an office does rot now exist. But we do not believe
that such an office should necessarily be exempt from organi-
zational reassessments, such as this Department is now engaged
in connection with all its operations. Thus, if such

offices are to be established where they do not now exist, we
think this would be far batter done by Executive branch action --
perhaps in response to a Presidential initative if desired --
than through legislation.

Furthermore, we helieve that this bill has two features which
are highly okbjectionable and which should be strongly opposed
by the Administration:
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1. Dual Reporting Requirements and Budget Communications .

The legislation would require that an Ingspector General
serve two masters -— the head of the department or agency,
and the Congress. (See generally, section 4, and ’
section 5(a)(5).) The bill's Congressional reporting
requirements could place an Inspector General (as well

as the head of his department) in a very precarious
position, and would create a potential source of

friction within an agency. Not only would the Inspector
General be required to report to Congress directly,

he would also be required to report to his agency

head and be under the general supervision of that

person. This is tantamount to the Secretary's watch-

dog watching the Secretary. The content of the data
submitted to Congress undoubtedly would be influenced

by the agency head's control over the Inspector

General, and by the IG's allegiance to the agency

head. Conversely, the potential for abuse of power

by an Inspector General would be invited by the

proposed statutory division of loyalty and responsibility.

Moreover, the difficulties associated with routinely
reporting to Congress on "problems, abuses, or
deficiencies” in an agency's operations are both real
and unnecessary. MNo OIG organization is infallible.
Recommendations to correct operating deficiencies within
an agency must sometimes stand the test of time. 2lso,
management must be provided time to institute
improvements and to focus its resources -- without pre-
mature outside pressures. There is also the likelihood
of premature release of information -- information not
vyet fully verified or which has not had an opportunity
to be acted upon. Additionally, premature disclosure

of significant fraud or program abuses may interfere
with the outcome of criminal or administrative proceedings.

A process already exists for the provision of needed
information to Congress regarding OIG activities. But
the establishment of a formal reporting relationship
could overload and perhaps duplicate the system through
which such information is currently being provided.
Congress has sufficient oversight capacity through the
Generxal Accounting Office, its appropriating and
authorizing committees, its investigative arms, and its
ability to call upon Cabinet officers at any time for
-appropriate data and explanations. We believe any -
reporting to Congress should remain the responsibility
of the head of the department or agency.
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Our experience at HUD with the oO1¢ concept has shown that
the Inspector General is the Secretary's most effective
means of ensuring independent and objective reporting on
Departmental operations. But the Secretary, respecting
OIG’s obligation to be independent ang objective, must

over such an organization. Anything less would severely
diminish the ability of the Secretary to administer
the Department's affairs.

requests,
2. Appointment of the Inspector General by the President

The bill provides that the Inspector General and his

Deputy would be appointed by the President, with the advice
and consent of the Senate, Although the apparent intention
is to upgrade the prestige of the office and thereby
increase its 1ndependence, we believe it will be perceived
instead as a politicization of the office. Accordingly,
sactions 2(a) and (b) could adversely affect the real

independence ang objectivity needed in the Inspector General
position. Thesge Provisions would also negatively affect the

continuity of org operations. Such positions, in our view,
should be occupied by career personnel,

Sincerely,

S. Leigh Curry, Jr.
Acting Deputy General Counsel




OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

Honorable Jack Brooks

Chairman

Committee on Government Operations
House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

This responds to your request for views of the Department of Transportation
(DOT) concerning proposed legislation H.R. 2819, a bill

"To reorganize the executive branch of the Government and
increase its economy and efficiency by establishing Offices
of Inspector General within the Departments of Agriculture,
Commerce, Housing and Urban Development, the Interior,

Labor, and Transportation, and within the Energy Research and
Development Administration, the Environmental Protection

Agency, the General Services Administration, the National
Aeronautics and Space Administration, and the Veterans'
Administration, and for other purposes.”

The bi1l would establish a semi-independent "Inspector General" within
11 Federal Departments and agencies who would provide leadership and
coordination, and recommend policies for activities designed: (a) to
promote economy and efficiency in the administration of Federal
programs and operations, and (b) to prevent and detect fraud and

abuse in such programs, and (c) to provide a means for keeping the
Secretary and Congress fully and currently informed about problems

and deficiencies relating to the administration of programs and
operations and the necessity for and progress of corrective action.

The Inspector General would be required to submit annual reports to
Congress and the Secretary detailing significant program abuses and the
outcome of matters referred to prosecutors for action as well as to
submit immediate reports concerning flagrant problems or abuses to

the Secretary and then to the Congress within seven days. He would
also be granted access to all departmental materials needed to carryout
his responsibilities; be granted subpoena power; and be required to
report to Congress if he found departmental or Presidential budget
reductions to be "detrimental® to the performance of his assigned
duties.




DOT strongly Opposes the enactment of H.R. 2819. We believe the
Office of Inspector General outlined in this bill is unwarranted

and unnecessary. The bil] would duplicate on-going activities; it
would seriously impair objective efforts to carry out the Department's
mission; it appears to be inconsistent with -the concept of separation
of powers between the Executive and Legislative branches of Government;
and it is contrary to the principles of good management.

Following are specific reasons for this position:

Separation of Powers. (R) Creating within an Executive Branch

(B) Under H.R. 2819, the Inspector General would be an officer
in an Executive Branch Department but would have semi-independent status
reporting directly to Congress as well as the Secretary. Neither the
Secretary nor the President would have effective management control
over his policies and activities thereby impairing the integrity of
both the Executive Branch and the DOT organization; it also has the
potential of causing severe management and organizational conflicts
between the Inspector Genera] and senior departmental officials. It
could negatively affect the performance of line organizations in that
they will not be held accountable to line management for audit and
investigation activities, but to a semi-independent Inspector General.

(C) Being kept informed about departmental programs and
operations is a proper and necessary responsibility of Congress in
fulfilling its legislative and oversight responsibilities. However,
] nformation directly from a subordinate officer of an
Executive Branch agency head appears to run counter to a healthy
environment for viable interaction between the Executive Branch and
Congress.

Congressional Justification. The precedent for H.R. 2819 js
contained in P.L. 94-505 which established an Office of Inspector General
in the Department of Health, Education and Welfare (HEW). However, much
of the justification used for establishing an Inspector General in
HEW does not, we believe, apply to the Department of Transportation.




The only apparent Congressional justification applicable to
DOT for adopting this proposal is the decentralized organizational
structure of the Department's investigation and external audit
functions. The Department can make changes in this area by further
consolidation of these functions.

In addition, DCT has maintained healthy and active relationships
with the many Congressional committees charged with DOT oversight
responsibilities. The reporting requirements proposed in this bil1
would serve only to further exacerbate the paperwork requirements
currently in-force with no substantially increased benefit for either
the DOT or the Congress.

Crganization Problems. (A) HKH.R. 2819 would authorize the Inspector
General to exercise subpoena powers to produce all information, documents,
reports, answers, records, accounts, papers and other data necessary in
the performance of his assigned functions. At present, only the Secretary
or appropriate delegated officials possess subpoena power in DOT. To
vest such power in an element of the Department which is not totally
accountable to the Secretary would be an unwise administrative practice.

(B) H.R. 281% would direct the Inspector General to inform
Congress in the event his budget reguest is reduced to a "detrimental”
level by the Secretary or the President. This action has the potential
for causing serious rifts between the Secretary and the Inspector General
and could cause situations which might be injurious to the Secretary's
ability to provide effective leadership and management of transportation
activities.

(C) H.R. 2819 would remove the audit and investigation functions
from the direct managerial control of the Secretary or agency head. This
action would critically inhibit the Secretary's capability to investigate
problem areas in departmental programs and operations; such a capability
is an essential managerial prerogative and vital to the Secretary's
responsibility for managing the Department. Accordingly, were this
function to be reassigned to an Inspector General, a similar function
may have to be reestablished within the full control of the Secretary.

Buplication of GAGC Functions. The establishment of the Office of
Inspector General would Targely duplicate many of the existing functions
currently performed by the Government Accountinc Office (GAO). The major
objective of GAC is to assist Congress in carrying out their legislative
and oversigit responsibilities. liajor GAQ activities in this regard
include: (1) auditing the programs, activities, and financial operations
of Federal Departments and agencies; and, (2) investigating all matters
relating to the receipt, disbursement, and application of public funds.




For the reasons outlineg above, the Department of Transportation Opposes
énactment of H.R, 2819,

Sincere1y,

Linda Kams
General Counsel



VETERANS' ADMINISTRATION

OFFICE OF THE AleNlSTRATOR OF VETERANS AFFAIRS

WASHINGTON, D.C. 20420

March 14, 1977

The Honorable

Bert Lance

Director, Office of Management
and Budget

Washington, D.C. 20503

Dear Mr. Lance: |

General within the Veterans Administration, as well as
ten other Federal agencies. By establishing an Office
of Inspector General with no program responsibilities,
but with overall authority in the agency to conduct
and supervise audits and investigations relating to
brograms and operations of the agency, the bill would
burportedly prevent and detect fraud and abuse in such
programs and operations, and, in general, promote
economy and efficiency within the several agencies.

Or comparable position within the agency to accomplish
those objectives noted. At the present time, the
Office of Planning and Evaluation is the arm of this
agency vested with independent, objective audit and
investigative capabilities. That office has performed
both the audit function and the investigative function
for this agency over the years and has, within its
limited capahilities, performed well. However, due to
the small size of the audit and investigative staffs,
a5 compared with the large and complex structure of
the Veterans Administration, it is apparent that the
current apparatus available for conducting timely

area. For example, one recent report (FGMSD 77-3)
noted that of the forty-nine major and minor auditing
agencies in the Federal_Government, the Veterans




A ‘
: The extensive humber of programs administered
by this agency provide constant targets for fraud and
abuse, and we are fully aware of problems in this area
that exist today. It is my personal intention to take
steps internally to reorganize and upgrade the audit
and investigative functions, by establishing an Office
of Inspector General or comparable position within the
Office of the Administrator, and by significantly
increasing the resources and status of the present
investigation and audit services. This office will be
directly responsible to me. I am committed to this
course independent of possible enactment by the
Congress of H.R. 2819. |

Under section 210(b) of title 38, United
States Code, the Administrator of Veterans Affairs has
the authority to ". . . consolidate, eliminate,
abolish, or redistribute the functions of the bureaus,
agencies, offices, or activities in the Veterans'
Administration, create new bureaus, agencies, offices,
or activities therein, and fix the functions thereof
and the duties and powers of their respective executive
heads." Additionally, section 219(a) of title 38
requires measurement and evaluation of the impact of
all agency programs ". ., . in order to determine their
effectiveness in achieving stated goals in general,
and in achieving such goals in relation to their cost,
their impact on related programs, and their structure
and mechanisms for delivery of services." Under this
exlisting authority, I am confident that, by internal
reorganization and the appointment of a high level
vofficial answerable to me, we will be able to accomplish
the purposes to which H.R. 2819 is directed.

H.R. 2819 as introduced would establish a
semiautonomous Inspector General appointed by the
President, with the advice and consent of the Senate,
but removable only by the President. Although the
Bill would place the Inspector General under the
"general supervision" of the head of the agency, it is
clear that this person is intended to operate indepen-
dently of the agency head. Examples of the independent
Status of the Inspector General are found in Section
4(e) of the Bill, which requires the Inspector
General to transmit reports to Congress without
further clearance or approval, Section 5(a)(5) which
requires him to immediately inform Congress of reductions
in his budget requests, and Section 5(b)(2) which
requires him to report the circumstances of a failure
to ?r§vide information requested under Section 5(a) (1)
or (2). .
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tive and audit staffs up to a level of truly effective
performance, we estimate that approximately 260 more
employees, with training and equipment needs, will be
required, costing $8.1 million in FY 1978. After the
initial training and procurement, costs will drop
Sslightly in FY 1979 to $7.675 million. The following
years' projections are: FY 1980 - $7.8 million; FY
1981 ~ $7.925 million; and FY 1982 - $8.050 million.
These costs are based on our assesment of deficiencies
in the investigative and audit areas, and are not
necessarily directly related to enactment of H.R.
2819,

In summation, I wish to make clear my
endorsement of the broad aims of H.R. 2819, those of
promoting economy and efficiency and detecting and
breventing fraud' and abuse in the programs and opera-
tions of the Veterans Administration. dowever, I
believe that these goals can be reached within the
agency, without establishing an office outside the
direct control of the Administrator. Both the programs
and operations of the agency will benefit if the
authority of the Administrator exists over both
the discovery of deficiencies and the persénnel and
resources needed to correct them. Certain of the
requirements that the Inspector General report directly
to Congress, and his authority to complain to Congress
if he fails to receive the budget allocations or other
assistance he desires, impedes too severly the Administra-
tor's authority to put his own house in order.

While we remain committed to the legislation's
basic purpose of prevention of abuse and the promotion
of economy and efficiency in Government, we cannot for
the reasons set forth in this report support H.R. 2819
in its present form.

Sincerely,

X

MAX CLELAND
Administrator

Enclosure




THE WHITE HOUSE |
WASHINGTON

May 2, 1977
Stu Eizenstat -

The attached was returncd in
the President's outhox. It is
forwarded to you for appropriate
handling.

Rick Hutcheson

Re: Aircraft Noise

4.




THE WHITE HOUSE
WASHINGTON

Mr. President:

Comments from Jack
Watson, and dissenting
comments from OMB, are
attached.

Rick




SHr. ki oo

IHE PRESIDENT HAS SEEN. & IneLr kﬁza( J
THE WHITE HOUSE o4 ,,,m{,‘,,—/é;a/.

WASHINGTON M

%ﬂ( Ad 4 ¥

April 28, 1977 7¢,( )4;-¢)Z
4
th,/ a7 e I Srue
MEMORANDUM FOR: THE PRESIDENT € < Co Lo res s’

£ rrweg -
FROM: STU EIZENSTAT EEzL - , Ko

BILL JOHNSTON
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KURT SCHMOKE <, CJ

SUBJECT: Aircraft Noise

BACKGROUND

Secretary Adams has been asked to testify on May 5 on
H.R. 4539, Congressman Glenn Anderson's bill to assist
air carriers and airport operators to reduce noise. The
bill would:

1) Require noise compatibility land use planning at about
250 of the nation's airports.

2) Raise outlays from the Airport and Airway Development
Trust Fund by a total of $800 million over the next
3 years. These grants would go to airport operators
to be- used, presumably, for noise abatement programs.

3) Establish a noise abatement trust fund for the replace-
ment, re-engining and retrofitting (installation of
sound absorbing material around the engine) of aircraft
that do not meet federal noise standards. The fund
would be financed from a 2% surcharge on air passenger
fares. This would be offset by a corresponding 2%
decrease in air fare taxes that now go into the Airport
Trust Fund (which currently has a surplus). Though
revenues would remain unchanged, the new outlays from
the noise abatement trust fund would increase the
unified budget deficit by about $400 million annually.

The momentum for the retrofit/replacement trust fund has been
generated primarily by the FAA's 1976 ruling requiring all
existing aircraft to meet Federal Airline Regulation (FAR) 36
by 1985. FAR 36 is the 1969 standard that sets maximum
allowable noise levels for aircraft engines. Since the useful
life of many non-complying aircraft goes beyond 1985, this rule
imposes on the airlines the costs of the retrofitting or pre-
maturely replacing these planes. Without the retroactive rule
the last of the non-complying aircraft would go out of service

by 1993.
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AGENCY VIEWS

DOT has proposed testimony that would:

1)

2)

3)

Oppose the noise planning requirements.

Secretary Adams believes that the federal role in
local noise planning should be one of encouragement
rather than regulation.

Oppose the extra outlays from the Airport Development
Trust Fund

Adopt a modified version of the noise abatement trust

fund. Like Anderson bill, Secretary Adams plan would
involve a 2% surcharge on tickets, (offset by a similar
reduction in existing ticket taxes). Unlike the Anderson
bill however, Adams plan would allow each airline to receive
grants from the trust fund only to the extent of its contri-
butions, minimizing the cross-~subsidy of air carriers with
noisy fleets by those with quiet ones. Although the fund
would be under the joint supervision of the FAA and the

CAB, federal intervention into airline decision making
would be minimized.

Adams plan would also encourage replacement of old
aircraft, rather than retrofit. The total size of the
program, $3.3 billion, is significantly in excess of the
$700 million - $1.3 billion needed to retrofit all
aircraft. Compared to retrofit/replacement would have
much more significant noise reductions and fuel savings.

CEQ and EPA oppose federal noise planning unless it were as

tough as the strongest existing local ordinances. They favor
establishment of a noise abatement trust fund, but believe it

should be used to finance aircraft meeting the quieter 1975
noise standards rather than the more lenient standards of the
retroactive rule.

OMB agrees with DOT in opposing the noise planning and the

greater expenditures from the Airport Development Trust Fund.

They oppose, however, the establishment of a noise abatement

trust fund, even in the modified form proposed by Secretary Adams.

They believe that the Secretary should be instructed to develop
options for providing financing only to the airlines that will
be financially unable to meet the noise rules by 1985.



OPTIONS

We recommend that you concur with the agency recommendations
to oppose the noise planning requirements and the higher
expenditures from the Airport Development Trust Fund. On

the remalning issues there are four options:

I. Accept the DOT modified trust fund proposal.

II. Instruct DOT to prepare more limited aircraft noise
financing options (OMB recommendation).

III. Instruct DOT to prepare limited financing options as
in (TTI) and request DOT to reconsider the retroactive
noise rule.

Iv. Take no position on noise financing. Inform the House
committee that we believe no noise financing plan should
be enacted prior to enactment of airline regulatory reform.

I. Accept the DOT Proposal

PRO

o Supporters of the trust fund arque that the imposition

of new federal rules on existing aircraft noise
implies some federal financial responsibility. They
point out that air passengers rather than the general
public are paying most of the cost of the noise
abatement program.

o They argue further that the weak financial condition
of the industry requires a substantial program
allowing replacement as well as retrofit. This will
enable the industry to shift to newer, much quieter,
more fuel efficient aircraft, with attendant beneficial
impacts on the aircraft construction industry.

o A substantial replacement-oriented program is widely
viewed as a necessary "“sweether" for our regulatory
reform proposals. We have bden told that
Congressman Anderson, whose assistance on air
deregulation issues is crucial to us in the House,will
not support our airline reform proposals if we
oppose his bill to provide replacement financing.




IT.

ITI.

CON

o Opponents of a federal role argue that we should
avoid setting a precedent for federal assistance
to meet environmental rules. Even in its modified
form the Adams trust fund involves greater rewards
to airlines that have noisier fleets, and greater
intervention by the federal government into private
decision making.

e} The budget deficit will be increased by $400 million
annually.

Instruct DOT to Prepare Financing Options Limited to
Airlines Financially Unable to Meet Noise Rules (OMB Option)

The arguments in favor and against this option are the
reverse of those for the DOT trust fund proposal.

Direct DOT to Prepare Minimum Financing Options as in
(IT) and to Reconsider the Retroactive Application of
the Noise Rule

Retroactive application of FAR 36 was agreed to by
President Ford in the heat of the 1976 Presidential
campaign. Some critics have questioned the rationale

for this decision. Arguments in favor of reconsideration
of the rule:

PRO

o There is no persuasive evidence that the benefits of
the retroactive rule are greater than its costs. The
calculation of the benefits used in the Environmental
Impact Statement relied almost entirely on the value
of "reduced annoyance" to those living near airports.
This was determined to be $400 per person per year,

a figure set by a Los Angeles judge in a damage case.
According to the FAA, aircraft noise "does not present
any direct physical health danger to the vast majority
of people exposed."

o Two and three engine jets are only marginally above
current noise standards. Retrofitting these planes
to bring them into compliance would involve a decrease
in noise levels of from 1 to 7 decibels on approach,
and a 0-3.7 decibel decrease on takeoff. For a
single overflight, human observers at most locations
could not detect the difference between a retrofitted

and a non-retrofitted aircraft.
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o The retroactive rule places the government in the
undesirable position of accepting some responsibility
for aircraft noise reduction, and carries the danger
of major federal intervention into the investment
decisions of the air carriers.

CON

o} Even small changes in average noise levels can
significantly decrease the numbers of people reporting
objectionable noise. In terms of annoyance, the effects
of cumulative noise exposure are more important than
single events.

o The decision to require retroactive application of
FAR 36 was reached only after great political support
for noise relief had built up in Congress and the
affected communities. To retreat from the standard
would certainly trigger a shock wave of bitter protest
from the affected communities, especially in New York
where the Concorde has generated heated opposition,
primarily because of its noise.

o] A new noise rule would require a year or more of
contentious proceedings, including a new EIS and prob-
able court proceedings. In addition, relaxation of
the noise rule could give momentum to efforts by
local jurisdictions to impose their own noise
restrictions, potentially threatening the integrity
of the air transport system.

o Two and three engine jets (whose exemption from the
retroactive rules is most often suggested) make a
significant contribution to the total noise problem.
Eighty-four percent of all daily air traffic involves
these jets.

(o] The heads of Transportation, EPA and CEQ as well as
Congressman Anderson feel strongly that no change
should be proposed in the existing rule.

Take no position on the financing aspects of the bill.
Argue that noise abatement financing should only be
considered after airline regulatory reforms are legislated.




PRO

CON

Airline reform will significantly change the
economic environment in which airlines operate.

Air carriers freedom to set prices and their
ability to finance new aircraft may change sharply.
It is inconsistent to support new federally imposed
ticket taxes, and federally supervised trust funds
at the same time we are seeking greater freedom

for the air carriers from federal regulation.

It will give Representative Anderson a strong
incentive to help us pass airline regulatory
reform.

This option is only viable if we pPlan. ultimately

to support significant relief for the air carriers

to purchase quieter planes. Before postponing his

noise bill and taking up regulatory reform, Anderson
will certainly insist on clarification of what he can
expect from us on airline noise. We must either agree
to support his financing plan in some form,or, if he
works to pass our regulatory reform bill, be
legitimately accused of double-crossing him.

It will make corporate planning more difficult for

the air carriers. Wwe may not pass requlatory reform

this year. Meanwhile the clock is running on the
retroactive rule, the first stage of which takes
effect in 1981. Airline pPlanning will become more
complex as this period of uncertainty drags on.



WATSON COMMENTS




THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO: THE PRESIDENT

FROM: Jack Watson -
Jane Frank April 30, 1977
RE: Aircraft Noise

We concur with EPA and CEQ in favor of establish-
ing a noise abatement trust fund to be financed by
airline users. OMB's position against the fund is
unrealistic since all airlines will claim that they are
financially unable to meet the FAR 36 standard, and any
whose claims are disallowed will then argue that they
are placed at a competitive disadvantage. Meanwhile,
nothing will happen to quiet the existing noisy fleet.

Aircraft noise is a health hazard and an intensely
politicized issue to those who live around major air-
ports. The Noise Pollution Control Act of 1972 imposes
a federal obligation to protect the public from the
adverse effects of noise. The CEQ/EPA proposal--or as
second choice, Brock's modified fund proposal--enables
that mandate to be carried out.
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

INFORMATION 2 May 1977

TO:

THE PRESIDENT

FROM: RICK HUTCHESON/@?;({

SUBJECT: OMB Comments on "Aircraft Noise"

1.

OMB: Unwise to endorse pPrematurely any but the most limited

level of financing. The financial impact of the approaches
to date are wholly inadequate -- cost data and projections
are speculative or non-existent:

d4. no cost impact data is available for the Anderson Bill

b. the annual impact of the DOT financing proposal is
understated at $400 million; DOT proposes establishing
a large Federal guarantee program for aircraft
re-engining (sic) and replacement, which the Federal
budget should reflect

C. DOT's estimates of the least-cost approach to noise

abatement, retrofit, are overstated at $700-1300 million.

Only a few carriers with large fleets of noisy aircraft
(PanAm, TWA, Eastern) are expected to require federal
assistance -- the great majority of carriers have the
ability to finance noise reduction measures. OMB
estimate of cost: $300-500 million.

OMB's assessment of the advantages of the OMB proposal:
a. permits the Administration to determine specifically
at what level -- a "rifjlen vs. a "shotgun" approach

b. as opposed to the DOT option and Anderson Bill, under
OMB's proposal Federal involvement would be minimized

C. OMB's proposal is less costly

d. the DOT or Anderson approaches run counter to the
philosophy of deregulation -- loan guarantees and
out-right financial grants to air carriers would
compete with private sector money
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SUBJECT : Aircraft Noise

BACKGROUND
S OND

H.R. 4539, Congressman Glenn Anderson's bill to assist

1) Reqtlre noise compatibility land use Planning at about
250 of the nation's airports.

2) Raise outlays from the Airport and Airway Development

3) Establish a noise abatement trust fund for the replace-
ment, re-engining and retrofitting (installation of
sound absorbing material around the engine) of aircraft
that do not meet federal noise standards. The fund
would be financed from a 23 surcharge on air passenger
fares. This would be offset by a corresponding 2%
decrease in air fare taxes that Now go into the Airport
Trust Fund (which currently has g surplus). Though
revenues would remain unchanged, the new outlays from
the noise abatement trust fund would increase the

enerated primarily by the FAA's 197¢ ruling requiring all
existing aircraft to meet Federal Airline Regulation (FAR) 36
by 1985, rar 36 is the 19¢9 standard that sets maximum
allowable noise levels for aircraft engines. Since the useful
life of Many non-complying aircraft goes beyond 1985, this rule
imposes on the airlines the Costs of the retrofitting or pre-
maturely replacing these Planes. Without the retroactive rule

the last of the non-complying aircraft would go out of service



AGENCY VIEWS

DOT has proposed testimony that would:

1) Oppose the noise planning requirements.
Secretary Adams believes that the federal role in
local noise planning should be one of encouragement
rather than regulation.

2) Oppose the extra outlays from the Airport Development
Trust Fund

3) Adopt a modified version of the noise abatement trust
fund. Like Anderson bill, Secretary Adams plan would
involve a 2% surcharge on tickets, (offset by a similar
reduction in existing ticket taxes). Unlike the Anderson
bill however, Adams plan would allow each airline to receive
grants from the trust fund only to the extent of its contri-
butions, minimizing the cross-subsidy of air carriers with
noisy fleets by those with quiet ones. Although the fund
would be under the joint supervision of the FAA and the
CAB, federal intervention into airline decision making
would be minimized.

Adams plan would also encourage replacement of old
aircraft, rather than retrofit. The total size of the
program, $3.3 billion, is significantly in excess of the
$700 million - $1.3 billion needed to retrofit all
aircraft. Compared to retrofit/replacement would have
much more significant noise reductions and fuel savings.

CEQ and EPA oppose federal noise planning unless it were as
tough as the strongest existing local ordinances. They favor
establishment of a noise abatement trust fund, but believe it
should be used to finance aircraft meeting the guieter 1975
noise standards rather than the more lenient standards of the
retroactive rule.

OMB agrees with DOT in opposing the noise planning and the
greater expenditures from the Airport Development Trust Fund.

They oppose, however, the establishment of a noise abatement
trust fund, even in the modified form proposed by Secretary Adams.
They believe that the Secretary should be instructed to develop
options for providing financing only to the airlines that will

be financially unable to meet the noise rules by 1985.




OPTIONS

We recommend that you concur with the agency recommendations
to oppose the noise planning requirements and the higher
expenditures from the Alirport Development Trust Fund. On

the remalning 1issues there are four options:

I.

II.

IIT.

Iv.

Accept the DOT modified trust fund proposal.

Instruct DOT to prepare more limited aircraft noise
financing options (OMB recommendation).

Instruct DOT to prepare limited financing options as
in (IT) and reguest DOT to reconsider the retroactive
noise rule.

Take no position on noise financing. Inform the House
committee that we believe no noise financing plan should
be enacted prior to enactment of airline regqulatory reform.

Accept the DOT Proposal

PRO

o Supporters of the trust fund argue that the imposition
of new federal rules on existing aircraft noise
implies some federal financial responsibility. They
point out that air passengers rather than the general
public are paying most of the cost of the noise
abatement program.

o They arqgue further that the weak financial condition
of the industry requires a substantial program
allowing replacement as well as retrofit. This will
enable the industry to shift to newer, much quieter,
more fuel efficient aircraft, with attendant beneficial
impacts on the aircraft construction industry.

o} A substantial replacement-oriented program is widely
viewed as a necessary "sweether" for our regulatory
reform proposals. We have bden told that
Congressman Anderson, whose assistance on air
deregulation issues is crucial to us in the House,will
not support our airline reform proposals if we
oppose his bill to provide replacement financing.




CON

e} Opponents of a federal role argue that we should
avoid setting a precedent for federal assistance
to meet environmental rules. Even in its modified
form the Adams trust fund involves greater rewards
to airlines that have noisier fleets, and greater
intervention by the.federal government into private
decision making.

o The budget deficit will be increased by $400 million
annually.

IT. Instruct DOT to Prepare Financing Options Limited to
Airlines Financially Unable to Meet Noise Rules (OMB Option)

The arguments in favor and against this option are the
reverse of those for the DOT trust fund proposal.

IITI. Direct DOT to Prepare Minimum Financing Options as in
(IT) and to Reconsider the Retroactive Application of
the Noise Rule

Retroactive application of FAR 36 was agreed to by
President Ford in the heat of the 1976 Presidential
campaign. Some critics have questioned the rationale

for this decision. Arguments in favor of reconsideration
of the rule:

PRO

o There is no persuasive evidence that the benefits of
the retroactive rule are greater than its costs. The
calculation of the benefits used in the Environmental
Impact Statement relied almost entirely on the value
of "reduced annoyance" to those living near airports.
This was determined to be $400 per person per year,

a figure set by a Los Angeles judge in a damage case.

According to the FAA, aircraft noise "does not present
any direct physical health danger to the vast majority
of people exposed."

LY

o Two and three engine jets are only marginally above
current noise standards. Retrofitting these planes
to bring them into compliance would involve a decrease
in noise levels of from 1 to 7 decibels on approach,
and a 0-3.7 decibel decrease on takecoff. For a
single overflight, human observers at most locations
could not detect the difference betwecen a retrofitted

and a non-retrofitted aircraft.




Iv.

CON

-5

The retroactive rule places the government in the
undesirable position of accepting some responsibility
for aircraft noise reduction, and carries the danger
of major federal intervention into the investment
decisions of the air carriers.

Even small changes in average noise levels can
significantly decrease the numbers of people reporting
objectionable noise. In terms of annoyance, the effects
of cumulative noise exposure are more important than
single events.

The decision to require retroactive application of

FAR 36 was reached only after great political support
for noise relief had built up in Congress and the
affected communities. To retreat from the standard
would certainly trigger a shock wave of bitter protest
from the affected communities, especially in New York

"-vhere the Concorde has generated heated opposition,

primarily because of its noise.

A new noise rule would require a yvear or more of
contentious proceedings, including a new EIS and prob-
able court proceedings. In addition, relaxation of
the noise rule could give momentum to efforts by

local jurisdictions to impose their own noise
restrictions, potentially threatening the integrity

of the air transport system.

Two and three engine jets (whose exemption from the
retroactive rules is most often suggested) make a
significant contribution to the total noise problem.
Eighty-four percent of all daily air traffic involves
these jets.

The heads of Transportation, EPA and CEQ as well as
Congressman Anderson feel strongly that no change
should be proposed in the existing rule.

Take no position on the financing aspects of the bill.

Argue that noise abatement financing should only be
considered after airline regulatory reforms are legislated.



PRO

o) Airline reform will significantly change the
economic environment in which airlines operate.
Air carriers freedom to set prices and their
ability to finance new aircraft may change sharply.
It is inconsistent to support new federally imposed
ticket taxes, and federally supervised trust funds
at the same time we are seeking greater freedom
for the air carriers from federal regulation.

o Tt will give Representative Anderson a strong
incentive to help us pass airline regulatory
reform.

CON

o This option is only viable if we plan. ultimately
to support significant relief for the air Carriers
to purchase quieter planes. Before postponing his
noise bill and taking up regulatory reform, Anderson
will certainly insist on clarification of what he can
expect from us on airline noise. We must either agree
to support his financing plan in some form,or, if he
works to pass our regulatory reform bill, be
legitimately accused of double-crossing him.

o} It will make corporate planning more difficult for
the air carriers. We may not pass regulatory reform
this year. Meanwhile the clock is running on the
retroactive rule, the first stage of which takes
effect in 1981. Airline planning will become more
complex as this period of uncertainty drags on.




THE WHITE HOUSE
WASHINGTON

MEMORANDUM TO: THE PRESIDENT

FROM: . Jack Watson (/
Jane Frank April 30, 1977
RE: Aircraft Noise

We concur with EPA ang CEQ in favor of establish-
ing a noise abatement trust fund to be financeg by
airline users. OMB's position against the fund is
unreali<tic since al}l airlines will claim that they are
financially unable -to meet the FAR 36 standard, ang any
whose claims are disallowed will then argue that they
are placed at a competitive disadvantage. Meanwhile,
nothing will happen to quiet the existing noisy fleet.

a federal obligation to protect the public from the
adverse effects of noise. The CEQ/EPA proposal--or as
Second choice, Brock's modified fund proposal--enables
that mandate to be carried out.



MEMORANDUM

THE WHITE HOUSE
WASHINGTON
INFORMATION 2 May 1977
e A LON
TO: THE PRESIDENT
FROM: RICK HUTCHESON 7{{-
. - LI 3 ]
SUBJECT : OMB Comments on Alrcraft Noise
1. OMB Unwise to endorse Prematurely any but the most limiteq
level of flnanc1ng he financial ilmpact of the approaches
to date are wholly lnadequate -- Cost data and bProjections

4. no cost impact data is available for the Anderson Bill

re-engining (sic) and replacement, which the Federal
budget should reflect

C. DOT's estimates of the least-cost approach to noige
abatement, retrofit, are Overstated at $700-1300 million.
Only a few carriers with large fleets of noisy aircraft
(PanAm, TWA, Eastern) are expected to require federal
assistance -- the great majority of carriers have the
ability to finance noise reduction measures. OMB
estimate of cost: $300-500 million,

4. permits the Administration to determine Specifically
which ‘air Ccarriers require financial assistance and
at what leve] -- a "rifle" vyg. a "shotgun" approach

C. OMB's proposal is less costly

d. the porT Or Anderson approaches run counter to the
philosophy of deregulation -- loan guarantees and
out-right financial grants to air carriers would



r . THE WHITE HOUSE
« o x

WASHINGTON

: EMORANDUM
Date: oril 28, 1977 M
FOR ACTION: FOR INFORMATION: Bob Lipshutz

Frank MooreANQ
Charles Warren N&

The Vice President
Hamilton Jordan
Jack Watson

Bert Lance ~M

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Stu Eizenstat, Bill Johnston, Kurt Schmoke memo
‘ 4/28 re Aircarft Noise.

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 6:00 P.M.

DAY: Saturday

DATE: April 30, 1977

ACTION REQUESTED:
—X _Your comments
Other:

STAFF RESPONSE:

—— |l concur. —— No comment.
Please note other comments below:

i’LEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

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




THE WHITE HOUSE

WASHINGTON

April 28, 1977

? .
MEMORANDUM FOR: THE PRESIDENT

FROM: ' STU EIZENSTAT
BILI JOHNSTON

KURT SCHMOKE

SUBJECT: Aircraft Noise

BACKGROUND

Secretary Adams has been asked to testify on May 5 on
H.R. 4539, Congressman Glenn Anderson's bill to assist
air carriers and airport operators to reduce noise. The
bill would:

1) Require noise compatibility land use planning at about
250 of the nation's airports.

2) Raise outlays from the Airport and Airway Development
Trust Fund by a total of $800 million over the next
3 years. These grants would go to airport operators
to be used, presumably, for noise abatement programs.

3) Establish a noise abatement trust fund for the replace-
ment, re-engining and retrofitting (installation of
sound absorbing material around the engine) of ajrcraft
that do _not meet federal noise standards. The fund
would be financed from a 2% surcharge on air passenger
fares. This would be offset by a corresponding 2%
decrease in air fare taxes that now go into the Airport
Trust Fund (which currently has a surplus). Though
revenues would remain unchanged, the new outlays from
the noise abatement trust fund would increase the
unified budget deficit by about $400 million annually.

The momentum for the retrofit/replacement trust fund has been
generated primarily by the FAA's 1976 ruling requiring all
existing aircraft to meet Federal Airline Regulation (FAR) 36
by 1985. FAR 36 is the 1969 standard that sets maximum
allowable noise levels for aircraft engines. Since the useful
life of many non-complying aircraft goes beyond 1985, this rule
imposes on the airlines the costs of the retrofitting or pre-
maturely replacing these planes. Without the retroactive rule
the last of the non-complying aircraft would go out of service
by 1993.

L4




AGENCY VIEWS

DOT has propoksed testimony that would:
1
1) Oppose the noise planning requirements.
Secretary Adams believes that the federal role in
local noise planning should be one of encouragement
rather than regulation.

2) Qppose'the extra outlays from the Airport Development
Trust Fund
3) Adopt a modified version of the noise abatement trust

fund. Like Anderson bill, Secretary Adams plan would
involve a 2% surcharge on tickets, (offset by a similar
reduction in existing ticket taxes). Unlike the Anderson
bill however, Adams plan would allow each airline to receive
grants from the trust fund only to the extent of its contri-
butions, minimizing the cross-subsidy of air carriers with
noisy fleets by those with quiet ones. Although the fund
would be under the joint supervision of the FAA and the

CAB, federal intervention into airline decision making
would be minimized.

Adams plan would also encourage replacement of old
aircraft, rather than retrofit. The total size of the
program, $3.3 billion, is significantly in excess of the
$700 million - $1.3 billion needed to retrofit all
aircraft. Compared to retrofit/replacement would have
much more significant noise reductions and fuel savings.

CEQ and EPA oppose federal noise planning unless it were as
tough as the strongest existing local ordinances. They favor
establishment of a noise abatement trust fund, but believe it
should be used to finance aircraft meeting the quieter 1975
noise standards rather than the more lenient standards of the
retroactive rule. ' ' ' '

OMB agrees with DOT in opposing the noise planning and the
greater expenditures from the Airport Development Trust Fund.
They oppose, however, the establishment of a noise abatement
trust fund, even in the modified form proposed by Secretary Adams.
They believe that the Secretary should be instructed to develop
options for providing financing only to the airlines that will

be financially unable to meet the noise rules by 1985.




OPTIONS

We recommend that you concur with the agency recommendations
to oppose the noise planning requirements and the higher
expénditures from the Airport Development Trust Fund. On
the remaining issues there are four options:

I.

II.

III.

Iv.

Accept the DOT modified trust fund Qrogpsal.

Instruct DOT to prepare more limited aircraft n01se
financing options (OMB recommendation).

Instruct DOT to prepare limited financing options as
in (II) and request DOT to reconsider the retroactive
noise rule.

Take no position on noise financing. Inform the House
committee that we believe no noise financing plan should
be enacted prior to enactment of airline regulatory reform.

Accept the DOT Proposal

PRO

o] Supporters of the trust fund argue that the 1mp051t10n
of new federal rules on existing aircraft noise
implies some federal financial responsibility. They
point out that air passengers rather than the general
public are paying most of the cost of the noise
abatement program.

o They argue further that the weak financial condition
of the industry requires a substantial program
.allowing replacement as well as retrofit. This will
enable the industry to shift to newer, much quieter,
more fuel efficient aircraft, with attendant beneficial
impacts on the aircraft construction industry.

© A substantial replacement-oriented program is widely
viewed as a necessary "sweether" for our regulatory
reform proposals. We have bden told that
Congressman Anderson, whose assistance on air
deregulation issues is crucial to us in the House,will
not support our airline reform proposals if we
oppose his bill to provide replacement financing.




II1.

III.

CON

o. Opponents of a federal role argue that we should
avoid setting a precedent for federal assistance
to meet environmental rules. Even in its modified
form the Adams trust fund involves greater rewards
to airlines that have noisier fleets, and greater
intervention by the federal government into private
decision making.

o The budget deficit will be increased by $400 million
annually.

Instruct DOT to Prepare Financing Options Limited to

Airlines Financially Unable to Meet Noise Rules (OMB Option)

The arguments in favor and against this option are the
reverse of those for the DOT trust fund proposal.

Direct DOT to Prepare Minimum Financing Options as in
(II) and to Reconsider the Retroactive Application of
the Noise Rule

Retroactive application of FAR 36 was agreed to by
President Ford in the heat of the 1976 Presidential
campaign. Some critics have questioned the rationale

for this decision. Arguments in favor of reconsideration
of the rule:

PRO

o There is no persuasive evidence that the benefits of
the retroactive rule are greater than its costs. The
calculation of the benefits used in the Environmental
Impact Statement relied almost entirely on the value
of "reduced annoyance" to those living near airports.
This was determined to be $400 per person per year,

a figure set by a Los Angeles judge in a damage case.
According to the FAA, aircraft noise "does not present
any direct physical health danger to the vast majority
of people exposed."

o Two and three engine jets are only marginally above
current noise standards. Retrofitting these planes
to bring them into compliance would involve a decrease
in noise levels of from i to 7 decibels on approach,
and a 0-3.7 decibel decrease on takeoff. For a
single overflight, human observers at most locations
could not detect the difference between a retrofitted

and a non-retrofitted aircraft.




Iv.

-5-

o] The retroactive rule places the government in the
undesirable position of accepting some responsibility
for alrcraft noise reduction, and carries the danger
of major federal intervention into the investment
decisions of the air carriers.

CON

o Even small changes in average noise levels can
significantly decrease the numbers of people reporting
objectionable noise. In terms of annoyance, the effects
of cumulative noise exposure are more important than
single events.

o The decision to require retroactive application of
FAR 36 was reached only after great political support
for noise relief had built up in Congress and the
affected communities. To retreat from the standard
would certainly trigger a shock wave of bitter protest
_from the affected communities, especially in New York
where the Concorde has generated heated opposition,
primarily because of its noise.

o A new noise rule would require a year or more of
contentious proceedings, including a new EIS and prob-
able court proceedings. In addition, relaxation of
the noise rule could give momentum to efforts by
local jurisdictions to impose their own noise
restrictions, potentially threatening the integrity
of the air transport system.

o Two and three engine jets (whose exemption from the
retroactive rules is most often suggested) make a
significant contribution to the total noise problem.
Eighty-four percent of all daily air traffic involves
these jets.

o The heads of Transportation, EPA and CEQ as well as
Congressman Anderson feel strongly that no change
should be proposed in the existing rule.

Take no position on the financing aspects of the bill.
Argue that noise abatement financing should only be
considered after airline regulatory reforms are legislated.




PRO
o} Airline reform will significantly change the
economic environment in which airlines operate.

Air carriers freedom to set prices and their
ability to finance new aircraft may change sharply.
It is inconsistent to support new federally imposed
ticket taxes, and federally supervised trust funds
at the same time we are seeking greater freedom

for the air carriers from federal regulation.

o It will give Representative Anderson a strong
: incentive to help us pass airline regulatory
reform.

CON

o This option is only viable if we plan. ultimately

: to support significant relief for the air carriers
to purchase guieter planes. Before postponing his
noise bill and taking up regulatory reform, Anderson
will certainly insist on clarification of what he can
expect from us on airline noise. We must either agree
to support his financing plan in some form,or, if he
works to pass our regulatory reform bill, be
legitimately accused of double-~crossing him.

(o] It will make corporate planning more difficult for
the air carriers. We may not pass regulatory reform
this year. Meanwhile the clock is running on the
retroactive rule, the first stage of which takes
effect in 1981. Airline planning will become more
complex as this period of uncertainty drags on.




Date:

. MEMORANDUM
April 28, 1977
FOR ACTION: _ FOR INFORMATION: Bob Lipshutz
. . Frank Moore;//r
The.Vlce President Charles Warren
Hamilton Jordan _

Jack Watson
Bert Lance

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Stu Eizenstat, Bill Johnston,

Kurt Schmoke memo
4/28 re Aircarft Noise.

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 6:00 P.M.
DAY: Saturday

DATE: April 30, 1977

ACTION REQUESTED:

—X_ Your comments
~ Other:

-

STAFF RESPONSE:

I concur.
Please note other comments below:

~ ___ No comment.

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a delay in submitting the required
material, please telephone the Staff Secretary immediately. (Telephone, 7052) *
- ' . . - . »
. . :
M L]




EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL ON ENVIRONMENTAL QUALITY
722 JACKSON PLACE, N. W.
WASHINGTON, D. C. 20006

April 29, 1977

MEMORANDUM
TO: Rick Hutcheson
FROM: Charles Warren (;J(};)‘

SUBJECT: Stu Eizenstat, Bill Johnston, Kurt Schmoke memo
4/28 re Aircraft Noise

We have reviewed the above memo. Tt appears to us fairly
to present the options. We have no further comments.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

APR £ 9 1977
ACTION
MEMORANDUM FOR: MR. RICK HUTCHESON . vagjﬁaja;;AJ
FROM: JAMES T. McINTYREGFe*"
SUBJECT: Administration Position on H.R. 4539, Federal

Financing of Aircraft Noise Reduction

You requested on April 28 our recommendation on Stu Eizenstat's memo
on Aircraft Noise. We continue to support the position we took in
Bert Lance's memo to the President of April 22 (option 2 in Stu
Eizenstat's memo).

While we recognize the need for giving an administration position
on aircraft noise reduction measures in early May, we believe it
would be unwise to endorse prematurely any but the most 1imited
level of financing plan.

The financial impact of the approaches to date are wholly inadequate

in that cost data and projections for the various plans are speculative

or non-existent:
° No cost impact data or projections are available for the
provisions of Congressman Anderson's bill (H.R. 4539).

The annual impact of the DOT financing proposal is understated
at $400 million. It should be noted that the backbone of the

DOT proposal is the establishment of a large Federal guarantee
Program for aircraft re-engining and replacement purposes.

The Federal budget should reflect the Tevel imposed by such

a program.

° We believe that DOT's estimates of the least-cost approach
to noise abatement, retrofit, are overstated at $700-1, 300
million. The great majority of carriers can be expected
to continue to have the ability to finance noise reduction
measures. Only a few carriers with large fleets of noisy
aircraft (e.g. PanAm, TWA, Eastern) are expected to require
Federal assistance. Oyr calculation of a retrofit program
Supports an estimate of $300-500 million.



We believe that it is misTeading and somewhat confusing to characterize
the pros and cons of the OMB option as the reverse of those for the DOT
trust fund proposal. 1In concise terms the advantages of the OMB proposal
are as follows:

1).

2).

3).

4).

It provides an opportunity for this Administration to
determine which specific air carriers would require
financial assistance and what Jevel of funds would be
needed in each case. A "rifle" rather than "shotgun"
is contemplated.

Federal involvement would be minimized as opposed to the
provisions of the Anderson bill and the DOT option which
reflect a considerable degree of Federal monitoring, review,
and decisionmaking.

Implementation of the type of approaches developed under our
proposal would be less costly and hence have a smaller impact
of the budget deficit in future years.

Financing options considered to date run counter to the
concept and the philosophy of deregulation. Actions to
compete with private sector money market by way of loan
guarantees and out right financial grants to air carriers
will not be viewed by the public as a movement toward
fostering greater reliance upon the competitive forces
of the market place.

The disadvantages of the OMB option are:

1).

2).

The Administration will not be prepared to provide the
House Aviation Committee with a specific plan on May 5.
Such a plan would have to be transmitted at a later date.

If, in fact, there is to be a quid pro quo of Federal
financing assistance as price for meaningful deregulation
legislation, our option is not expected to provide much
leverage for such a compromise.



— April 28, 1977

Date:

FOR ACTION: FOR INFORMATION:
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: !

The Vice President ’
Hamilton Jox‘*d}n

Jack Watson l

MEMORANDUM

Bob Lipshutz |
Frank Moore
Charles Warren

Bert Lance 1977 APR g? AM 8 58
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FROM: Rick 'Hutcheson, Staff Secretary

SUBJECT: Stu Eizenstat, Bil}l Johnston, Kurt Schmoke memo

4/28 re Aircarft Noise,

YOUR RESPONSE MUST BE DELIVEREF’
TO THE STAFF SECRETARY BY:

TIME: 6:00 pP.M.
DAY: Ssaturday

DATE: April 30, 1977

ACTION REQUESTED:
. X_ Your comments
. Other:

STAFF RESPONSE:
I concur.
Please note other comments below:

No comment.

PLEASE ATTACH THIS COPY TO MATERIAL SUsMiTTEn,

If you have any quastions or if you anticipate a delay in sui~ T Ttrraguir

i

“ material, please teiephona the Staff Secretary immadiately 2D 0cs 705
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MEMORANDUM M

THE WHITE HOUSE

WASHINGTON

1971 APR 27 P 12 40

INFORMATION 27 April 1977 o

SUBJECT: Your Memo of 22 April, "Administration
Position on H.R. 4539, Federal
Financing of Aircraft Noise Reduction"

TO: BERT LANCE

FROM: RICK HUTCHESO

As the the hearings on H.R. 4539 have been postponed until
May 5, in order that the President have time to meet with
concerned parties in the Administration on this decision, I
am holding your memorandum indefinitely.

Stu Eizenstat is preparing a decision memorandum for the
President on this subject, which will be staffed to OMB
when it reaches me. OMB may be interested in participating
in the meeting with the President.

Please have your staff get in touch with me if you have
any problem with this procedure. Thanks.







March 22, 1977

MEMORANDUM FOR THE PRESIDENT:

Re: Inspector General Bill

I enclose a memorandum dated February
24, 1977, to you with which I enclosed a copy
of a memorandum prepared by the Office of Legal
on the Inspector General legislation. This
matter came up in the Cabinet meeting yesterday,
and it may be that you have not seemn the memoran-
dum and the attachment.

The Office of Legal Counsel memorandum
has not been circulated to the other Cabinet
Members. To date, only HEW has been given an
inspector general.

Respectfully,

G, T Tam B

Griffin B. Bell
Attorney General

Attachment




THE ATTORNEY GENERAL

March 22

TO:  Tim Kraft

For the President.

Griffin B. Bell



®ffice of the Attorney Beneral
Blashington, D.C.

March 22, 1977

MEMORANDUM FOR THE PRESIDENT:

Re: Inspector General Bill

I enclose a memorandum dated February
24, 1977, to you with which I enclosed a copy
of a memorandum prepared by the Office of Legal
on the Inspector General legislation. This
matter came up in the Cabinet meeting yesterday,
and it may be that you have not seen the memoran-
dum and the attachment.

The Office of Legal Counsel memorandum
has not been circulated to the other Cabinet
Members. To date, only HEW has been given an
inspector general.

Respectfully,

W'\”,M

Griffin B. Bell
Attorney General

Attachment




