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NOMINATION OF THOMAS S. KLEPPE TO BE
SECRETARY OF THE INTERIOR

TUESDAY, SEPTEMBER 23, 1975

U.S. SENATE.
CoMMITTEE 0N INTERIOR AND INSULAR AFFAIRS,
Washington, ..

The committee met, pursnant to notice, at 10 a.m., in room 3110,
Dirksen Office Building, Hon. Henry M. Jackson, chairman. presiding.
Present : Senators Jackson. Metealf, Johnston, Abourezk, Haskell,

Stone. Fannin. Hansen. Hatfield, MeClure and Bartlett.
_ Also present: Grenville Garside, special connsel and staff director:
Owen Malone. professional staff member for the majority; Harrison
Loesch, minority counsel; and W. O. Craft, Jr., deputy minority

counsel,

OPENING STATEMENT OF HON. HENRY M. JACKSON, A U.S. SENATOR
FROM THE STATE OF WASHINGTON

The Ciatrarax. The hearing will come to order. The Senate Com-
mittee on Interior and Insnlar Affairs meets this morning to begin its
consideration of President Ford’s nomination of Mr. Thomas S.
Kleppe to be Secretary of the Department of the Interior.

Mr, Kleppe, or may I say Congressman Kleppe, or Small Business
Director Kleppe. whichever, on behalf of the committee, I want to
welcome you to our hearing. We look forward to hearing your state-
ment and your answers to our questions.

T am sure you realize that the President has selected you for a posi-
tion of ereat trust, The Department of the Interior bears the ma jor re-
sponsibility for the management and preservation of our Nation's nat-
ural resources.

The Secretary and the Department also occupy a special trust rela-
tionship with the Nation’s Indian people and the people in territories
under the TU.S. flag.

As I have said on a number of occasions, the Department of the
Interior is in a very real sense our Deparfment of ( ‘onservation. Its
respansibilities include the wise management of the government’s vast
land and mineral holdings in the West, and the yet-to-be developed
energy resources of the Outer Continental Shelf,

The decisions of the Seeretary and the Department’s programs affect
the lives of all Americans. They involve the protection and develop-
ment of onr water resonrees, ony nationwide system of parks, recreation
areas. national monuments. historic sites. and the careful husbanding
and protection of America’s fish and wildlife.

(1)
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The effects of the Department’s programs are felt nationwide. Past
notions that the Secretary’s role applied primarily to our western
States no longer hold, if they ever did.

The Department’s activities affect all 50 States, and the Secretary
must, be responsive to the needs and concerns of all our people.

The Nation's energy problems have brought a new dimension to the
Department’s responsibilities for our federally owned oil, gas, coal,
and other resources.

The challenge today is to accelerate the development of those re-
sources to meet national needs, and to do so with full attention to our
environmental goals. As T have said before, the Secret ary of the In-
terior is the people’s trustee for the total environment.

Success in that office involves difficult decisions; a sensitive assess-
ment of environmental considerations; and a careful eye on the needs
of future generations of Americans.

Mr. Kleppe, as you and the members of this committee know, your
nomination has been attended by comments in the press to the effect
that your modest record, your low profile, if I may. on natural re-
sources, energy, and environmental issues do not equip you to provide
the leadership the Department of the Interior needs at this time.

I am not saying this, This is what they are saying. And, as vou know,
press and other articles reporting your nomination have called atten-
tion to problems that have beset the Small Business Administration
during your service there.

The Civil Service Commission report of August 1974, leveled very
serions charges against SBA il'l\'n!\'in_.'_' alleged violations of the merit
system and the Federal personnel laws, regulation, and rules.

It has been charged that political interests have been allowed to
influence SBA appointments in a style approximating a patronage
system.

Attention has also been focused on the allegations of mismanage-
ment and corruption in the administration of SBA programs brought
to light by the House Subcommittee on Small Business in their over-
sight hearing in 1973 and 1974,

This committee is, of course. deeply interested in your attitudes and
positions on the vitally important natural resource, conservation.
energy and environmental issues you would have to deal with as the
Seceretary of the Interior,

We are also intent upon seeing to it that the merit system principles
of the Federal Civil Service and the Federal personnel laws are
strictly adhered to in the Department.

And it goes without saying that this committee expects the highest
quality of management in all Department of Interior programs. To
the extent they bear on vour qualifications and fitness to serve as See-
retary of the Interior. the committee will be interested in your re-
sponses to questions and your comments on all of these matters.

[ hope you will make good use of this opportunity to give us your
assessment of how the Secretary of the Interior should respond to the
great challenges facing that high office, and that you will address the
criticisms that have been leveled at your administration of the Small
Business Administration. ;

At this point I would like to place in the record a biographical sketch
of the nominee.




[ The biographical sketch follows:|
B1oGRAPHICAL SKETCH OF THOMAS 8, KLEPPE

Mr. Kleppe was born in Kintyre, North Dakota, July 1, 1919. He was graduated
from Valley City High School and atiended Valley City Teachers College.

Mr. Kleppe's first job, at 17, was as a helper at the country grain elevator which

ther operated in Kintyre, North Dakota, After being assistant manager of
the grain operation, he became manager of a small North Dakota bank at the
age of 21.

In 1942, Mr. Kleppe entered the U.8. Army where he served for four years
and attained the rank of Warrant Officer, J.G. He was honorably discharged
in 1946,

Upon leaving the military service, Mr, Kleppe joined the Gold Seal Company of
Bismarck, manufacturer of bleaches and waxes with national distribution. At
the age of 28, he was vice president of that company, and nine years later became
its president. He remained with the Gold Seal Company until 1964 when he was
a candidate for the U.S. Senate. In 1950, during his tenure with Gold Seal, Mr.
Kleppe was elected Mayor of Bismarck and served for four years.

In 1964, Mr. Kleppe became vice president and a director of Dain, Kalman &
Quail, a Minneapolis investment banking firm. He remained with the firm in
those eapacities until commencement of his campaign for Congress in 1966,

Mr, Kleppe was elected to the 90th Congress on November 8, 1966, and re-
elected in 1968, While serving in the House of Representatives, he was a member
of the Agriculture Committee and three of its Subcommittees—Livestock and
Grains, Research and Extension, and Departmental Operations. In 1970, he
resigned his seat in the U.8. House of Representatives to run for the U.5. Senate.

Mr. Kleppe became Administrator of the U.S. Small Business Administration
on January 18, 1971, with a recess appointment by President Nixon, and on
February 23, 1971, was sworn in officially by the President following unanimous
confirmation by the U.S. Senate. .

Mr, Kleppe is married to the former Glen Loew Gompf, and they have four
children : Janis Eileen (Mrs. Jerry Cunningham), Thomas Stewart, Jane Paula
(Mrs, Richard Sutermeister) and Jill Marie.

The Cramraan. Senator Fannin.

STATEMENT OF HON. PAUL J, FANNIN, A U.S. SENATOR FROM THE
STATE OF ARIZONA

Senator Fax~ty, Mr. Chairman, it is a great pleasure to welcome
this morning Mr. Thomas Kleppe, nominated as Secretary of the
Interior. I am very pleased to see him surrounded with very outst and-
ing and highly respected members of the Congress.

They have all spoken highly of him in the past and I know they will
strongly recommend him this morning because of the splendid record
he has made. Mr. Kleppe brings not only proven administrative abili-
ties to this difficult job, but a reputation for a balanced approach to
management, which is important.

Needless to say, this balanced approach is a prerequisite for an
executive department which manages over 500 million acres of Federal
land, and administers programs for conservation, development, and
utilization of these vast areas which often contain conflicting
objectives.

In addition, the Department is responsible for the management of
vast mineral and water resources, fish and wildlife resources of mil-
lions of acres, reclamation projects and operation of hydroelectrie
power systems and for the preservation of various historic areas and
conservation of vast recreation areas.
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The task is monumental. Certainly the administration of these many
conflicting programs requires an experienced individual, such as the
nominee we have today. who comes highly recommended by those who
have worked with him in the past.

As a member of Congress Mr. Kleppe was known for his open and
forthright manner. As administrator for the Small Business Adminis-
tration he established a reputation as an effective and vigorous leader.

I am confident that this nominee will rise to the challenge of this
strennons nosition, and I leok forward very much to working with
him. Mr. Kleppe's vitality and proven administrative ability is ex-
actly what we need at this time to bring together a very diverse and
many-faceted department.

We certainly welcome you here this morning, Mr. Kleppe and the
centlemen who are with you. They are greatly admired Members of
Conaress and we are anxious to hear from them.

The Crammax. Thank you, Senator Fannin. Any questions—I
mean comments at this time?

Senator MeCrure, Mr. Chairman. on a personal note, T want to wel-
come hefore this committee a man with whom T entered the Congress
some years ago. I noticed some familiar fans in the back of the room a
minute ago. the class of the 90th Congress.

I think the faet that they appear here and the fact that some of us
who entered Congress at the same time have a high personal regard for
Thomas Kleppe speaks a lot more loudly than the words of some people
who don’t know him at all.

T look forward to vour testimony. Tom.

Mr. Kreeee. Thank vou. Senator,

The Crramarax. Thank you, Senator MeClure. T there are no further
comments from mv colleaones. T will eall on the Senior Senator first.
Senator Milton Young. We are delighted to have vou here this
morning,

STATEMENT OF HON. MILTON R. YOUNG, A U.S. SENATOR FROM
THE STATE OF NORTH DAKOTA

Senator Yovne. Thank yon. Mr. Chairman. and members of the com-
mittee. This is a very special oceasion for me to appear before your
committee with a Tong-time friend. Tom Kleppe. and to strongly urge
his confirmation as Seeretarv of the Interior.

He would be the first Cabinet member North Dakota has ever had
and our whole State is verv proud of this nomination. T have known
Tom Kleppe for at least 25 vears and his father, a tough old Non-
partisan Leagner, long before that.

Tom Kleppe was born and raised in Kintvre. N.Dak.. which is abont
the size of the town next to the farm where T was born. Both have a
pormlation of ahout 75, when evervhody is home.

His whole life is characterized by sneeess in everything he under-
took. There is one excention. He didn’t do so well when he ran against
my colleagne—[Lanchter.]

Senator Yorxye. When he was onlv 17 vears old he was the erain
buver for his loeal countv elevator. This is a tough job that requires
considerable skill, knowledge and good judgment.
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From an employee he rose to president of the Gold Seal Co., where
he frankly admits he did well finaneially for both himself and the
company. As I stated previously, Tom Kleppe has established an
honorable and enviable record in everything he undertook, both in
private business and publie life.

He was a highly esteemed mayor of the city of Bismarck. N. Dak.,
and the youngest mayor they ever had, From this first public office
e was elected to the 1.S. House of Representatives, where he served
with distinetion for two terms,

His record and experience as a Member of the House will be very
helpful to him as Secretary of the Interior. Following his service In
the House. he became Administrator of the Small Business Adminis-
tration, in which capacity he has served for almost 5 years,

His record as Administrator again is commendable and T think the
best in that agency’s history. I had always wanted the Small Business
Administration to be more progressive in its loan policy.

Nearly half of all the business loans made by SBA in its 22-year
history have been made during Tom Kleppe's 415-vear administration.
The SBA has, in that period. made 122,000 business loans for $7.9
billion.

This is what the agency was set up for. to help small businessmen,
and he has done a good job of it. T would like to draw your attention
to one particular loan which is typical of Tom Kleppe.

An SBA loan program for minority groups made possible a manu-
facturing plant on the Fort Totten Indian Reservation in Nerth
Dakota. As a result of this loan to the Devils Lake Sioux Tribe, the
Brunswick Corp. established a sizable manufacturing plant on this
Indian reservation.

Tom made the biggest SBA loan ever at that time to a minority
eroup. And it did not take him forever to make the decision to do so.
This has proved to be a good loan.

This industry, which eventually will be owned entirely by the fribe,
is doing verv well. It not only provides many jobs for needy Indians,
but at the same time has reduced welfare payments by a very sub-
stantial amonnt on this reservation.

I cite this particular loan because it is so typical of Tom Kleppe.
It does not take him forever to make a decision. While he is a tough
administrator, as long as I have known him he has been willing, far
more than most people, to listen to both sides of every controversy.

When he makes a deeision. though, he will fight hard for the posi-
tion he has taken. T have often envied Tom Kleppe in other respects.
He was a good enough baseball player at one time to be offered a
contract with the St. Lonis Cardinals.

He was an excellent bowler and once bowled a 300 game. Even at
golf he scored a hole-in-one and has been good enough to take my
money for years,

The Cuamarax. That covers the Bureau of Outdoor Recreation.

Senator Youne. He is an accomplished horseman and used to brealk
his own riding horses. Tom Kleppe is a great outdoorsman from a
State which prides itself on its great hunting, fishing. and many other
forms of outdoor recreation.
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North Dakota is a State that is deeply involved in all of the varied
functions of the Interior Department. We are the No. 1 duck propaga-
tion State.

The management of our wetlands and large game reserves come
under the jurisdiction of the Fish and Wildlife Service, a part of the
Department of Interior.

The Cuamaran. It looks like your State is going to do pretty well.

Senator Youna. We have four Indian reservations which are closely
related to the activities of the Bureau of Indian Affairs, an agency of
Interior. We have one of the most beautiful national parks in the
Nation, Theodore Roosevelt National Memorial Park, administered by
the National Park Service.

North Dakota is a major coal State. We have huge deposits of low
sulfur lignite coal which is strip mined, primarily for the production
of low-cost power.

Over half of the coal deposits in our State are owned by the Federal
Government. We are a sizable oil- and gas-producing State and the
Interior Department administers the leasing of much of this land.
The Forest Service and the Bureau of Land Management control
thousands of acres of Federal land in North Dakota.

We have one of the largest mainstem dams on the Missouri River.
Garrison Dam, which generates vast amounts of hydroelectric power,
marketed by the Bureau of Reclamation, an agency of Interior.

North Dakota is one of the 17 reclamation States, We have a very
substantial irrigation project, the Garrison diversion project, which
is about. 30 percent completed.

This was originally sponsored by North Dakota more than 60 years
ago. The Federal Government has now spent about $85 million on it.

My, Chairman, having lived his life in a State that has all this close
invelvement with the Interior Department and its agencies, along
with his excellent administrative and legislative experience, ideally
qualifies Tom Kleppe to be Seeretary of Interior.

Tom Kleppe has received strong and bipartisan support from the
whole upper Midwest area. Governor Link of North Dakota and Gov-
ernor Kneip of South Dalkota speak well of this nomination.

Former Gov. William L. Guy of North Dakota, who is now executive
director and spokesman for 10 Western Governors through their
Energy Policy Council, also praised the Kleppe nomination.

Mr. Chairman and members of the committee, I cannot help but feel
that if Tom Kleppe receives the approval of this committee and the
Senate. he will make an outstanding Secretary of the Interior.

North Dakota would be very happy and proud if he is confirmed. I
sincerely hope this committee will recommend Tom Kleppe's
confirmation.

Thank you, Mr. Chairman.

The Cramyax. Thank you, Senator Young, for a very fine state-
ment. We are delighted to welcome our long-time former colleague to
this committee who did such an outstanding job as a member of the
committee, Senator Burdick.
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STATEMENT OF HON. QUENTIN N, BURDICK, A U.S. SENATOR FROM
THE STATE OF NORTH DAKOTA

Senator Burpick. Mr. Chairman and former colleagues. I appear
here today in suport of the nomination of Thomas S. Kleppe for the
office of Secretary of the Interior.

I am satisfied that he possesses the necessary qualifications for this
most important position. Mr. Kleppe is an active North Dakotan, hav-
ing been reared in a Western atmosphere, where resources, environ-
ment, and conservation play such an important role in the developing
West.

Having lived in one of the 17 Western States, he is given an aware-
ness of the importance of the development and conservation of our
natural resources.

His experience in the private business world, which can only be
described as successful, adds to his qualifications. Having served two
terms in the House of Representatives provides Mr. Kleppe with a
first-hand working knowledge of the legislative branch of Government,
“'hI: ]1 mu] l serve him \\(-Il as lm pwar-nts the Department’s views

4\: _\1]lHIII:r-.Il.lIf||: of the hmdll Business Administration he is ac-
(quainted with the Executive side of Government, which completes a
background of experience for this important assignment.

For these reasons, I recommend the approval of the nomination.

The Cizamyax. Thank you very much, Senater Burdick. Congress-
man Andrews, we are delighted to weleome you to the committee, and
we will be pleased to have your comments,

STATEMENT OF HON. MARK ANDREWS, A U.S. REPRESENTATIVE
FROM THE STATE OF NORTH DAKOTA

Congressman Axprews. Thank you, Mr. Chairman.

Mr. Chairman, and members of this distinguished committee. it is
with a great deal of pride and personal pleasure that I appear before
you today in support of my good friend and former colleague, Tom
Kleppe.

Mr. Chairman, I had the privilege of serving with Tom in the House
from 1967 to 1971. Tom represented what was then the western Dis-
trict of North Dakota and I represented the eastern District.

I can assure you the man onr President has nominated for Secretary
of Interior has the greatest respect of his former colleagues on both
sides of the politic al aisle. His government experience, consisting of
mayor, legislator, and more wwntl‘\ Administrator, has proven him
to be an extremely capable and effective leader.

I ean also assure you, Mr. Chairman, that Tom Kleppe is a man of
impeccable honesty and integrity. Long before it became a common
and expected practice, Tom Kleppe in 1969 demonstrated his openness
and integrity by disclosing pulJlrI\ all his financial holdings.

Because today, Mr, Chairman, yonu will no doubt c: arefully review
Tom Kleppe’s record, I will not dwell on his m‘r'nm;uli-}mn‘nl- I do
know his record is one that can withstand the closest serutiny.
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But T do want to leave one final thought with von. As vou know,
the Secretary of the l,1fv or is charged with the 1f~|m|4~rhll ty of
..|.| iinistering our country’s vast natural resources.

Fom Kleppe, My, € hairman. is from a State where the dust bowl
era of the thirties and “mif—;-(l rainfall have mgrained in all of us a
deep love for the land and our water resonrees.

Tom Kleppe knows the needs and understands the problems the

Wi '—Ix rn States face in developing enerev for the rest of the country.

“nrthermote, Tom Kleppe is from the nost rural State in the
.\'.t::un and knows the important role agrienlture plavs in solving
the problems of food and fiber in the Nation and the world.

As vou are well pware. Mr. Chairman, there are often competinge
interests at stake when natural resources arve developed. Nonetheless,
I am convineced that Tom Kleppe will make sure that future develop-
ment is orderly and fthat our commtry’s land, mineral and water re-
sonrces ave preserved and proteeted for careful and wige use of future
renery wtions.

He will do this, Mr. Chairman. becanse this is the type of man he is,
and this is really the greatest thing anyone can say about any other
individual. i

I aphreciate 1I|“f'p].mhlml\ of being here and speaking on hehalf o
our fellow North Dakotan, Tom Kieppe.

The Cramarax, Thank vou, € ml'.f!----m i Andrews.

Congressman Steiger 18 here—Sam Steiger, and T believe Phil
Rupee is here, too, or was here.

Ave there any other Members of the Congress or the Senate who
wish to make a statement ? Unless any of our eolleagnes have questions
of onr colleacnes, T think we ean excuse them. so that Congressmun
Steiger can make his presentation.

We want to thank you gentlemen.

Mr. Kreree. T would like to say a word to my colleagues before they
leave if T mav. Mr. Chairman.

The Cwarmarax. Fine,

Mr. Kreprr. Thank von.

I would just like to acknowledge with a word of appreciation and
thanks not onlv vour opening remarks and Senator Fannin’s and Sen-
ator McClure's. but Senator Young's comments. I deeply appreciate
them.

Yes: T have known him a lone time, hut please do not be misgled
nIumr how much T earn from him on the wolf course, Tt came very
hard.

Senator Burdick. on two oceasions, T was not too kind to him. T
iried as hard as T could to beat him twice. It did not work, and maybe
that adds a double appreciafion to the faet that he is here this morning
and has oiven this fine statement.

Congressman Andirews, with whom T served in the Congress from
North Dakota, when you are colleagues from a State like that yon get
]'ll'i'f?}' close,

Now there is onlv one Conoressman from North Dakota, and that
1= Mark Andrews. T ,r]um'm'l!n vonr coming. To these gentlemen. I
thank them very much for coming: and thank yon, M. Chairman, for
this interlude,
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The Cuaryan. Thank yon, Congressman Kleppe. Thank you, gen-
tlemen. We appreciate your Iv-—!]mn!l\ very muech, We know you have
other meetings to attend and for that reason will excuse you now,
with thanks for your participation here this morning.

Congressman Sam Steiger, we are very pleased to have you with us
this morning as a me .mber of the Interior Committee of the House, and
we are glad to weleome vou.

STATEMENT OF HON. SAM STEIGER, A U.S. REPRESENTATIVE
FROM THE STATE OF ARIZONA

Congressman Steaerr. Thank vou, Mr, Chairman,

As von indicated, there were other members who were to be here,
and I can only assume that there was a schedule hangup or something,
but we were to appear en masse. obviously to support Mr. Kleppe,

Mr, Chairman, aside from our affection and respeet for Mr. Kle Ppe,
I think this is a nniguely --m:l choice at this time becanse of the sumni-
larity between Mr, Kleppe's experience when he took over *BA, which
throngh nobody’s fault was in some disarray because of the newness
of it, and the confusion of organization and did by any standard a
remarkable joh.

Again. we have the Interior Department. again throngh nobody’s
fault but simply becaunse of the delay in implementing the final au-
thority.there 1s disarray in the Interior Department.

I think the committee should be aware that Tom Kleppe is the kind
of a person who ecan bring order out of disarrav. and has an
understanding of the importance of the constituency of the Intevior
Department.

Not only the obvious constituency of Indians. but the farmers de
}u-n'lvnl upon reclamation and those who depend on the resources of
publie lands, And most important, J guess, at this peint in our history,
those who simply respect the public] ands.

Tom is the kind of person \\ ho will understand all of those pressures,
and I think as the committee works with Mr. Kleppe over the coming
period of time, they will come to learn that he says svhat Le means, he
means what he says. and he can deliver when he savs he can deliver.

I thank the Chair for its indnlgence,

The Cuaimaran. Thank you, Congressman Steiger. We appreciate
your statement. Arve there any questions? Senator Hnllit'atl has a
question.

Senator Harrmemp. T just want fo make an ohservation about my
longtime personal, warm friend from Arizona. and his remarks can-
cerning M I] Kleppe's « .|1>.1||.imn s would have even more impact on this
Senator if we could arrive at some solution on the OEC proposal.

(ongressman STEIGER. l cannot lmagine the Senator bringing a
parochial interest into this national question.

Senator Harrmerp, I was only taking your comments about this
public land business very seriously.

The Caamrvax. T am glad the mood is getting more serions, Thank
you very much, Congressman Steiger. Are there any other Members
of the Congress who wish to speak prior to calling on the nominee 2

Senator Mercarr. Mr. Chairman, some of the Me mbers of C ONgress
wish to have statements
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The Craarmaran. Oh, yes. T ask unanimous consent that Members of
the House and Senate who wish to submit statements or former Mem-
hers may do so at this point in the record.

Now, we are very pleased to again welcome you, Congressman
Kleppe, to the committee. You have a short, prepared statement, I
think, at this point. You may proceed in your own way.

STATEMENT OF THOMAS §. KLEPPE, NOMINEE TO BE SECRETARY
OF THE INTERIOR

Mr. Kveepe. Mr. Chairman, members of the committee, thank you
very much. Again, I thank you, Mr. Chairman, for that interlude you
permitted me for the purpose of recognizing the gentlemen who were
with me at the table,

If you would allow me a point of personal privilege at this moment,
I would like for you, Mr. Chairman, and the committee members to
know that my dear wife, Glen, is sitting in back of me in her red dress.

The Cramarax. We are delighted to have your wife here. She will
supply the answers that you don’t supply.

Mr. Krerre. You are so right.

The Cuamman. You will be allowed to confer from time to time.

Mr. Krerer. I don’t think she is prepared for that, thank you.

Mr. Chairman and members of the committee, you all know that
North Dakota has a harsh climate. I have lived through real winters
there, and through droughts, and the Dust Bowl conditions of the
thirties.

But North Dakotans are willing to make that sacrifice. They do it
because they know the value of, and they love, clean air and clean
water and good soil.

[ came from a farming family, and grew up close to the soil. T am
still involved in farming. Protecting the productivity and value ‘of
the land is ingrained in me.

Myr. Chairman, I am frankly proud to have been nominated to the
post of Secretary of the Interior by the President, and grateful for
the confidence that he has expressed i me.

But at the same time, I am very humbled by the responsibility that
I would face as head of the Department which serves as guardian for
some of the most beautiful and most valuable natural resources of
this Nation and carries out the Government’s trust obligations to
American Indians.

The North Dakota farmboy in me says that it is a lot of land to
protect, and that protecting it is all important. It appears that the
rate of growth of consumption of resources in this country has reached
a new high at the very time that we are all coming to a new recognition
of the of the necessity for preserving the quality of our natural living
environment.

Clearly, we are going to have to make economie sacrifices if our heirs
are to enjoy the quality of life that we want for them.

At the same time, if our heirs are to enjoy other aspects of that
quality of life, we will need access to the minerals and other natural
resources that are a necessary ingredient and that have contributed
8o much to make America a prosperous Nation able to afford its people
a good standard of living.
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As we attempt to strike the delicate balance between resource use
and resource protection, we must keep in mind that the economic penal-
ty for an error in the direction of overprotection can always be cor-
rected, while the damage from resource abuse may be irreparable.

At the same time, we must not permit the proper development of our
natural resources to be paralyzed by baseless fear of damage to the
environment,

[ have reviewed in my mind the technical skills that T wish I could
bring to the office of Secretary of the Interior. I would add here—
that T conld bring to the members of the press who have written some
articles about my qualifications or lack of qualifications, They would
include those of the geologist, botanist, zoologist, anthropologist, econ-
omist, chemist, hydraulic engineer, and so on.

I would certainly want to be a magician, too. No man has all those
skills. I certainly do not. What 1 can offer is this: a heartfelt dedica-
tion to the many important missions of the Department of the Interior:
a willingness to take an unbiased and penetrating look at the major
issues facing the Department, listening to experts, including Members
of Congress, on all sides of the questions; a concentration upon the
development of long-term solutions to the problems, rather than re-
sorting to short-term expedients; a determination to advocate the
soundest solutions, as I see them in my independent judgment, to the
public, before the Congress and within the administ ration.

By constantly doing those things, and through active and aggressive
persnasion and management. I hope to bring renewed vigor to the
Department.

It is my intention to convince you and all our citizens that the value
and beauty of this great Nation’s natural resources have become even
oreater. and that the lot of our native Americans has i]!l}!l'n'«'v:l1 during
my service at the Department of the Interior. >

Thank you, Mr. Chairman. I will be pleased to talk with you con-
cerning my nomination,

The Cramarax. Thank you, Mr. Kleppe.

Gentlemen. if there is no ohjection, we will observe a 5-minute rule.
I am usually the first violator of it, but stop me the moment the 5
minutes is up. I think we will move along faster that way.

Senator Mercarr. Mr. Chairman, with all due deference to the wit-
ness, we adopted a rule in this committee that all nominees for con-
firmation be sworn.

The Caamaax. That is right. T am sorry.

Senator Mercary. I think the rule should be uniformly applied in
order to——

The Cramaran. Absolutely. The keeper of the judicial process has
been Senator Metealf, and T am most grateful. Mr. Kleppe, if you will
raise your right hand.

Whereupon, Thomas S. Kleppe, nominee for the office of Secretary
of the Interior, was duly sworn by the chairman. t

The Cuamymax. Mr. Kleppe, I want to thank you for your fine open-
ing statement. First, we have a series of letters here from' Members of
the Congress, individual eitizens, and other sources seeking vour views
on specific projects and issues. We will make this material available to
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you so that you can go over it, and provide your responses for the
record.

I realize it is hard to comment on matters that you have not heard
about or have not had a chance to study. Please review this material
and you can provide written responses for the record rather than take
up the time of the committee now.

[ think we will save time if we confine our questions te the broad
issues. [ will ask the stafl to make this material available to you.

First, let me ask you this broad question. Do you feel that you ean
faithfully carry out the enormous responsibilities of the oflice of Sec-
retary in enforcing the law. in carrying out the mandates of the Con-
gress, even though you, yourself, philosophically may in the past have
been opposed to some of the statutes that are on the books?

Mr. Kiever. Mr. Chairman, that does not bother me at all. T am a
great respecter of the law, T believe. and 1 would do evervthing in my
power to comply with the law. all the way up and down the line, ir-
respective of any pesitions I might have taken, or anything I might
have said on any issue.

The Cramyan. Both the letter and the spirit of it?

AMr. Kiepre. The letter and the .-Ilit‘it. and I am glad you added that
spirit

The Cramrax. It is easy to technically comply, but what T always
look for in a witness. a nominee for this office and we try to conduct
fair hearings—is the intellectnal honesty of the nominee.

I direet the qm-siliml i that :-]‘i?'i!. because I think it goes to the
heart. of our svstem of government. Onee you take over a job, it is like
a judge sitting on a hench. You do act in many areas where the deci-
sionmaking power of the Secretary is involved in a quasi-judicial
capacity.

He does not inst administer. The Secrefary acts as a judge in many
matters, That is why T want to ask this fundamental question. The
question goes to how these programs are going to he administered in
the area of natural resources, the handling of the Indian people, the
Indian nations and the territories. Tt goes to every aspect. whether it
is people or their material well-being, or to the enormous resources of
the Nation.

This is the overriding issue. at least with the chairman. becanse T
have voted for a lot of people that T disagreed with personally. As one
member of this committee. as my colleagnes know. T have taken a very
independent position. My test looks for intellectnual honesty. Tf T be-
lieve that the nominee i= honest in the general sense and intellectnally
honest above all. even thongh T might disaeree with him on a lot of
isenes, T have a tendeney to support that kind of a nominee,

That is the heart of this job, as T see it, T want to raise this broad.
philagonhical question because we have some controversial matters to
deal with, including strip mining. the leasing program and what not.
T will be more specific later on, but do yvou feel that von can freely
and faithfullv and withont anv inhibitions make decisions as vou see
them in conscience and in accordance with the letter and spirit of the
laws that we have put on the books to govern and guide the condnet of
the Seeretary of the Interior in administering this enormous
operation.




13

Mr. Kiepre. Mr. Chairman, I give you an unqualified yes to those
questions. If I may add to that. the spirit is important to me, too.

The Cramymax. The spirit even more than the letter ¢

M. Kigere. I think yvou are right.

The Cratryaxn, It is an attitude, I think.

Mr. Kreppe. It is an attitude. I am a great believer in the importance
of the attitude of a person toward his job, whatever it might be. In
this regard, there comes to my mind promptly that when a piece of
legislation is written and becomes law, that does not always spell out
everything.

Lots of times there iz a spirit and there is an intent of Congress
cavered in the words of the re ;m:' that are very. ve l\' }lvi] f1 I] [u me
they bring forth a better definition of what it is that is really intended.

I would add one other thing. I approach this opportunity at the
Department of the Interior, Mr. Chairman and members of the com-
mittee, totally unbiased, totally withont prejudice, and again tell you
that 1 ;_'i\'l' an nnqualified answer of yes to the questions vou posed.

The Cuammax. Character, integrity, and ability to me are the
wate h\mr'\'l.\ of a qualified Secretary. Ideology is very confusing these
days.

I am always reminded that Oliver Wendell Holmes was violently op-
posed by the liberals back at the turn of the century when Teddy
Roosevelt. appeinted him to the Supreme Court, because he was a
New England aristocrat.

He went on, of course, to become one of the most liberal justices, if
there is a definition of that term. Most of these terms have been de-
based, liberal, conservative, and so on.

The political eurrency is very confusing. I mention this hecause I
think intellectual honesty is the real test, especially in this office, I
have gone over my time.

Senator Fannin.

Senator Fax~in, Thank you. Mr. Chairman.

Mr. Kleppe. as you know. my State of Arizona has 44 pe reent of its
Jand under Federal ownership, and 27 percent being owned by the first
Amnericans.

So we are very much involved with the Department of Interior, In-
decision has created great problems in the State of Arizona over the
vears. I could point back to some of them, such as the Hopi-Navajo
land dispute, because there was not a deecision made by the Department
of Interior or the BTA.

We have a conflict and I was very pleased that yon have made it
very specific that you are willing to make decisions. You brought out
that this has been a part of your work in the SBA.

I praise vou for that. You feel that you will be able to make decisions
on these conflicting matters that will be coming before you?

Mr. Kreepe. Senator Fannin, from a personal point of view, T look
at myself as a decisionmaker. T am net a proerastinator. If there is one
thing I like to do it 1s to get going.

But I do not like to leave that wide open at that point, becanse of
so many factors that become involved, particularly in these controver-
sial issues,
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In this regard T can understand that there are going to be limita-
tions from the standpoint of the speed of a decision based on a study
authorized here or a litigation over there.

I have never been so deluged in my life as in this brief time that I
have had to look at some of the things in Interior that are being held
up because of a study or because of litigation. '

Somewhere along the line. we. have got to do something about
oetting some decisions made. But T assure you, Senator Fannin, that
T am no procrastinator.

Senator Faxxty. We have waited since 1882 in one of these decisions
1 am talking abont. [Laughter.]

I am very concerned, too. You have a trust obligation to the Ameri-
can Indians. Tt is absolutely vital that we give our Indian people the
same opportunities that we give the other citizens.

T do not, feel that we have accomplished that objective, even in my
own State. Your decision to approve an SBA loan for the Indians has
been in your own State, but I know that was not the first considera-
tion.

Have you had loans, for instance, that the State of Arizona should
know about, on the Indian reservations?

Mr. Keeeee. Do T know about them ?

Senator Faxyty. Yes: do you know about some of the loans——

Mr. Kreere. Some of them. We have had an active program of
lending, and also in Government contract procurement, with the Indian
people in the State of Arizona. But when you ask me about some of
the loans

Senator Faxy. T know yon will not still be administrator of those
loans. Mr. Kleppe. but T hope you can use your influence on the SBA,
since you shonld have and will have considerable influence, and will
have better knowledge, perhaps, of the needs for some of these loans.

T am just talking about one program they have on the reservation in
Arizona. to develop the Jojoba seed. It is a growth, wild growth or
desert erowth on the reservations.

T wonld say it is just like the brush growth. but they had been able
from the seeds to get an oil similar to sperm whale oil. They are trying
to eet financing at this time.

Mr. Kreree. What will they do with the product, Senator?

Senator Faxx1y. It would be for sperm whale oil. T just turned over
a sample of it to General Motors.

Mr. Krerre. They are looking for some capital?

Senator Faxxiy. This is just one illustration I am talkine abont.
You will be in a better position to consider the recommendations. You
will not be making the loans, but T am just bringing out that T feel
we have not gone forward quickly enough with helping our Indian
people develop.

We had some active projects with the Hydro-Kani plant at Yuma,
Ariz.. and near the Red River. Colorado River, and on one of the
other Indian reservations. but there are so many opportunities. T feel
that since you have had this vast experience with SBA, you are bet-
ter able to evaluate them and I just bring that out to you, because
I think it is important.

My time is up.
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Senator Mercavr [presiding]. Senator Johnston.

Senator Joansron. Thank you, Mr. Chairman.

Mr. Kleppe, you have been in the Congress, you have been around
Washington. Do you feel you are familiar with the jurisdiction of
the Department of Interior? ; ‘

Mr. Kieere. I think, Senator, T have learned a fair amount—in
the last 10 days particularly. I would say the answer to your question
is, it would not take long to find out about the jurisdictions T am not
familiar with right now.

But I think substantively yes.

Senator JomrxsroN. You have been in the House. You must be
familiar with land and water conservation ; are you not ¢

Mr. Kueppe. Yes.

Senator JomnsroN. Do you think Congress, the Government, is
doing enough acquisition of lands for parks and recreation areas?

Mr. Krerpe. Senator, what I can find out about that program and
that fund, it is a very popular program, both inside the administra-
tion and Congress and outside. It 1s a very wonderful program.

[ guess the only question I have discovered in connection with this
concerns the economic aspect. How much is a good figure to be appro-
priated ¢

Senator Jouxsron. Right now the fund is $300 million and at the
present rate of acquisition, it would take some decades to acquire that
which is already authorized. We just passed out of this committee a bill
that would increase that fund to $1 billion.

It includes not only money for recreation but money for historic
preservation as well, and I think it is a very classic and clear issue
of whether or not this country at present is giving the kind of priority
to land acquisition that ought to be given. :

It is not really the kind of a question that you have to study a great
deal. Tt is something that I think, it seems to me, that every Secretary
of the Interior should have a very deep feeling about.

I think the members of this committee do, on both sides of the
aisle, Are you telling me that you are not familiar with whether or
not $300 million is enough ?

Mr. Krepee. I am not passing on whether the $300 million is enough,
not on the specific amonnt. What I am commenting on is that every-
thing I find out about that program is advantageous and positive.

I would add to that. justifyving what vou just said, I understand
that there is a backlog of authorized projects under this of $2 billion
$900 million, so that gives substance to what you said.

May 1 add one other important ingredient to this? In using this
money and in placing those lands under application into the park
system, or into wherever it may go, there is I'Hu' question of people for
maintenance.

I can see it going so fast that it could not properly be taken care of
under the framework of the personnel structure. I do not know if the
bill you passed out of here made any provision for additional mainte-
nance, additional upkeep.

Senator Jonxsron, You stated the question rather well, but not the
answer. Iow do you feel about the program? Is 8300 million enough?
Do you have an opinion or don’t you have an opinion ¢
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Mr. Wrerre. T do not have an t)]rmlun on whether $300 million 18
right or too low or too high. I like the program, Ihmi;_m_. from what
1 know of it.

Senator Jouxsrox, With respect to this committee’s bill. T think it
will pass in the Senate, and also the House, I trust, since they passed
it last year. You do not have any feel or indication of what your advice
to the President would be on that bill ¢

Mr, Krepee, No, for this reason: I would like to find out how well
the program can be administered to accomplish proper utilization of
the $300 million.

Senator JoHNsTON, “t can take care of that very well.

Mr. Kreere. You might. but I am not sure that administratively it
can be done. This is w h\ I am giving this kind of angwer, T may ‘:t

very frank in telling yon that if this all works out I may be up her
in 6 onths or a year and say that we can sure use 5500 million.
I do not know at this point, and that is why I am giving you the
:111.-;\\ er I am,

Senator Jomxysrox. T may not have the chance to speak to youn in
quite this situation again, so let me puf in 2 cents for this program.
We do not have an unlmuml amount of land and water in the country,
and it is going very quickly.

If we do not increase that amount yery soon, we gre going to lose
a Jot of it to the bulldozers and lose it forever for the ¢ umlh v,

I think the President’s policy thus far opposes this program, op-
poses the increase. I think it is a very, very unwise sitnation, and 1
hope as Secretary that you will rethink thaf, and reapprise the P resi-
dent to the end that we can dramatically increase that program this
year.

Mr. Krerre. Senator, as T understand it the administration’s opposi-
tion has been strietly along budgetary lines. T know of no other reason
that it has been objected to whatsoever.

Senator Jonxsroy. Oh, nobody is against a park.

Mr. Krepre. So. again, it boils down. I think it has to be shown that
the $300 million can be properly nsed. If you were going to sit here and
build a backlog of applications, that will not do you any good, or me,
or anyone else.

Senator Jouxsrox. Honestly, the administration is not a problem,

Mr. Krerre. You say that is not a problem ?

Senator Jouxsrox. No.

Mr. Kreere. You added -nmr't‘|iu" that T was not sure of, then.

Senator Mercarr, The Senator’s time has expired. Senator Hansen.

Senator Haxnsen. Thank you, Mr. Chairman. Mr. Kleppe, let me
join in the words of welcome you have already heard. to v\]m'm my
pleasure at your being here this morning in the capacity that brings

von before this committee.

T am the ranking member on the Subeommittee on Parks and Recrea-
tion. From what T have learned. in talking with superintendents of
varions national parks around the country, I pay particular attention
to your statement when you say, “As we attempt to strike the delicate
balance between resource use and resource protection, we must lut]l
in mind that the economic penalty for an error in the direction of
over-protection can always be corrected, while the damage from re-
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source abuse may be irreparable.” You continue, * At the same ime we
must not ]wilull the proper de \viu}rm-'l:l of onr natural resources to
be paralyzed by a baseless fear of damage to the environment.

[11 & somewhat slightly different context, having in mind the great
national heritage that is represented by national parks, national monu-
ments, national landmarks. récreation areas, historie sites and so forth,
it seems to me that there is an inereasing imbalanece between the pro-
pensity of Congress on the one hand to establish ever more and more
of these sites. and on the other the failure to provide adequately for
the management of these resources that I am sure you and 1 agree are
very important and very special to us, also.

What do you think can be done and wonld you propose to take an
active role 1n seeing the needs for adequate stafling of our n; H"mll
park systems in all of those areas under the jur isdiction of the Park
Serviee might be funded in order that we can lur'n\'in!v what I think
has to be a minimal amount of protection to ther

I have the feeling now that we are doing less than an acceptable job,
and unless we can merease that budget in the Department, I think we

are going to look back in later years and see all too late the error of our
wavs.

What do yvou think can be done and what u]u vou propose to do?

Mr. Koeree. Senator Hansen, first :[ all, when T think of Ameriea’s
parks and the areas that you mentioned, they represent an esthetic
quality, an esthetic beauty in our Nation, enjoyed by millions every
Year.

It is incnumbent, in my opinion, npon us, the Federal Government,
becanse it comes under the jurisdiction of the Department, to I\mp
those facilities as clean and as best supervised and as protected a
possible

ITaving said that, we come quickly to the recognition that that takes
manpower. That takes womanpower, whatever it might be.

Senator Hansex. Personpower is the new word, 1 understand.

Mr. Kreepe. T am sure you understand what T am saying. In any
event, it would seem to me that the growth and development of this
arvea of our natural life in America is something near and dear to a
big majority if not all of the citizens of this land.

So our responsibilities have become greater. On the other side of the
equation you and I know that the battle of personnel, the battle of
budeet, the battle of cost 1s an ongoing one.

We have been living with it at SBA for the benefit of small busi-
ness people, and every departiment that I know of is living with the
same thing. T doubt if there is a burea: 1 or office in the Department of
Interior tml‘.l\ that does not ]n leve 1t is short of INANRPOWer.

This is the reason T raised the point to Senator Jol I‘]~fflil‘ hat if we
were just going to spend the $300 million every year for land and water
conservation to put more units into this esthetic quality of life in
America, without people to take care of it properiy., I think that would
be a mistake.

This is why T wanted to add that ingredient T think is vital. From
the standpoint of a more direct answer to your question. T am in sup-
port of a concept that if we are going to have these parks and areas,
we ought to take care of them.
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If we are going to add more, let us have the people to do the job,
or let us not add them right away. Let us only add them as we can do
the job of taking care of them.

Senator Haxsex. You are the witness, and what I might think is
relatively unimportant at this particular time, but I would like to join
in support of the theory and the proposition that Senator Johnston
put forward.

I do think that we have already within the park system a tremen-
dously important national heritage that we can ill afford not to take
care of,

At the same time, I think there are other elements that are deserving
of inclusion in that system. So I join with my good friend from
Louisiana in saying that time is running out. Some of these national
treasures ave very fragile. :

If we delay too long, we are going to have not too much that is
important left to preserve. So I hope we can get on with that job, and
| :l!illl'l-v};lln your candid answer in _-:|_\"m-_; fthat we have got to see,
once having established them, that they are properly preserved and
protected.

Senator Mercarr. The Senator’s time isup.

Senator Haxsex. Thank you, Mr. Chairman.

Senator Mrrcarr. The Senator from Sonth Dakota, Senator
Abourezk.

Senator Apovrrzr. Mr. Chairman, is this a good time to ask about
SBA loans to some of my constituents? :

Senator Mercarr. The time ig short: he is abont to leave the SBA.

AMr. Kreepe. Senator Abourezk has asked about some hefore,

Senator Arovrezk. Mr. Kleppe. T guess von know that the Burean
of Indian Affairs, which is in the Tnferior Department. has almost
unfettered inrisdiction over the Indian tribes in this country through
the 1934 Indian Reoreanization Act.

They have what yon would eall open-ended authorization to run
Indian affairs about the way thev want fo. Each Indian tribe has a
different condition and a different problem under which they either
suffor or live.

In Sonth Dakota right now. especially at the Pine Ridge Indian
Reservation. we have probably more than our share of difficulties with
recard to Indian militancy. with regard to what the tribe itself either
does or does not do to deal with that 1l|i|ii;|!1{"_\‘_

Tn line with that. the T7.S. marshals and Justice Department re-
cently proposed a system by which law enforecement would be brought
back to some kind of normal level on Pine Ridge for about a year's
time.

Are vou familiar with that?

Mr. Kierre. To some degree, Senator, ves.

Senator Apovrezg. What it would do 1s to trv fo train Indian poliece,
nsing marshals as a supervisory force. a training force out there, just
lone enough to restore things to normal.

As vou know. the murder rate on the Pine Ridee Reservation is six
times hicher than that of Chieago. T think it will holds, even though
100 FBI acents on the reservation have eut down the murder rate
somewhat this year.
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So far the Bureaun of Indian Affairs, in typical fashion, I might say,
has refused to go along with the marshals plan. I suspect the reason
they have refused to is because they see that as an invasion of their
owl empire.

They do not want that to happen, no matter what happens to the
Indians out there. Second, I know, also, that the tribal council which
was set up under the 1934 Indian Reorganization Act has been almost
completely ignored by the tribal chairman of the Pine Ridge
Reservation.

He makes decisions through himself alone or through the executive
committee. The Bureau of Indian Affairs, which is under Interior
and would be under vour jurisdiction if you are confirmed, has gone
along with the ehairman and ignored the tribal council’s decisions,
which has resulted in the great political turmoil and violence that has
oceurred on the Pine Ridge Reservation.

With all that background, my question to you is this: do you intend
to make sure that the Burean of Indian Affairs stays ont of tribal—
internal tribal politics to the extent that they will allow the Indian
people, throngh their council, to make decisions, rather than going
along with what the chairman wants?

Mr. Krerre. Senator Abourezk, it seems to me that the question of
self-determination. which is what you are talking about, the tribal
council. vis-a-vis the BIA. ought to be given all the opportunity to
work itself out that can possibly be provided.

Senator Asourezk. What does that mean in terms of my question ?

Mr. Kieppe. That means specifically—what I am saying is—the
tribal council ought to have more voice in the affairs of the reservation.

Senator Asourezk. More voice—

Mr. Kreree. More voice. This is a backing away, not a relinquishing
of any of the anthority of BIA, but a backing away of the administra-
tion of the affairs of the tribes on the Pine Ridge Reservation,

That is a general statement, but it provides an answer to your ques-
tion. I believe. I did not know the details of all the things you recite
abont the murders and the difficulties and the situation at Pine Ridge.

But this question of self-determination has two sides to it, from
what I am able to learn. You have some tribes who like to have more
authority in running their affairs. You have others concerned about
it because of losing some control—losing some support that they might
otherwise got from the Federal Government through the BIA.

So it works both ways, depending on the local sitnation. Tf that
condition exists in Pine Ridge, where the tribal council—and you have
a dichotomy; apparently, between the council and the chairman. so I
had better stay out of that because T just do not know enough about it.

But where you have the tribal council wanting to make more deci-
sions from the standpoint of the affairs of the tribe, I think that would
be a proper policy that I would support from the standpoint of the
activities of the BIA in that given arvea.

Senator Apourezk. Even if you believe in that, would you enforce
that belief on the BIA 7

Mr. Kreepe. I would certainly attempt to give that a go, yes.

Senator Asourezk. They work for you, of course.

Mr. Kreppe. Yes.
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Senator Asourezk. Secondly, how do yon stand on the marshals
plan? Would you favor it? Wonld you requirve the Bureau of Indian
Affairs to adopt that plan for a year's time?

Mr. Kreere. I do not know, Senator, I just do not know that much
about it. There is one thing I do not like the sound of, and that is the
idea of the marshals, whoever they might be, doing the training on the
reservation.

I think if that plan were going to be adopted. the training itself
ought to be ofl the reservation. Other than that, T do not know enough
about the detfails to ;:i\v vou a further answer,

Senator Arovrezk. That’s the BIA’s position. T see you have been
talking to them alre Lnl\

Mr. Kreeee. T have been talking to them, yes. but their position is a
little different than mine.

Senator Mercarr. The Senator’s time has expired. Senator Hatfield.

Senator Harrrern, Thank you. Mr. Chairman. T wonld slso like to
weleome my eolleague from the class of the 90th Congress. First of all,
Mr., Kleppe. as you know, the Interior Department has significant re-
sponsibilities as it relates to wilderness studies and areas it manages
for potential wilderness classification. or designation.

I would like fo know generally what your l]l‘-[\(‘l-\ﬂli'ﬂ'l toward the
possibility of expanding the wile lerness svstem might be, or your gen-
eral philosophy concerning wilderness in general.

Mr. Kreere. My general answer to that, Senator Hatfield. is ves, T
do believe in the wilderness concept. I believe in the reasons for it and
concur with the proponents of it.

I think it ought to be inereased in our total composite strueture. If
vou will, allow me bevond that to reserve the decision and the judg-
ment on individual sitnations which may have a lot of other cireum-
stances. But T hope T have addressed yvour question from a general
point of view

Senator Harrrern. You do agree. then, that a study which indicated
we had not vet implemented the Wilderness Aot as ageressively as we
shonld have is one that you will give eareful attention and strong
leadership to as it relates to the lands within the Interior Department ?

Mr. Kreper, Yes,

Senator Harrrern. Secondly, T want to commend vou, Mr. Klenpe,
for having implemented. for the first time. the set-aside prooram which
was anthored by the late Senator Marse, of Oreeon. in 1958 and took
until 1971 to get this implemented, through the leadership you have
provided the SBA.

My question is. T have a letter before me, a letter of exchange be-
tween vou as Administrator of the SBA and the Director of BLM
who will now he a part of your administration in the Interior Depart-
ment when von are confirmed.

Mayv T assume and make the record here today that you will con-
tinue to give aggressive leadership to the npr}nrtunit ies provided under
the set-aside program to maintain the vi iability of small operators in
the general forestry products industry?

Mr. Krepre, T wonld certainly answer that yes. provided it does not
ficht Teonlly with rules governing BLAM. T don't know what the letter
says that you referred to.




21

Senator Harriern. T am speaking basically of the period we are now
entering for a reassessiment of the procedures that were set forth for
this SBA-BLM set-aside program.

Mr. Kperre, T cannot think of a reason that I would not further sup-
port the position taken previously. I was pretty strongly involved
m that. and unless there is some legal complication that Tam not aware
of. I think the answer to that would go down the line.

Senator Harrrern, I would like to urge you to continue to give lead-
ership to this concept of raw materials being made available to the
small business enterprises of this country, rather than continue to see
the trend toward the giants with the large corporations gobbling up
the access to raw materials, or dominating the access to raw materials.

I think the set-aside program is a very good model that might be
considered in other resources that would come under the management
of the Secretary of the Interior.

T wonder if yon would care to comment on that as far as perhaps
being innovative and coming up with some other proposals that might
be patterned after the timber set-aside.

Mr. Keerre. Yes; T would like to comment on that. Subsequently,
it will be very easy for me to agree with the set-aside program, because
I think it is so right, I think it is so right for Ameriea.

£ it wonld become known that other activities in the Department of
the Interior would Tend themselves to that kind of an ebjective, allow-
ing a set-aside for the benefit of small enterprises, I think my record
and my beliefs arve such that T would support it pretty strongly.

Senator ITarrrern. Such as perhaps oil leaselands?

Mr. Krepre. Possibly, there might be something innovative that
conld be done there. When vou start talking about oil leaselands, you
are talking about—that is a whole different ball game, but maybe
something innovative,

Senator Hartrieen, You are not foreclosing that possibility ?

Mr. Krerre. I wonld think not.

Senator Harrmern, Thank yvou, Mr. Chairman.

Senator Merearr. The Senator from Colorado.

Senator Hasgere. Mr, Kleppe, I would like to welecome vou here. 1
have a few questions. Within the Department of the Interior, as you
are well aware, there are highly qualified professionals, whether they
be the Burean of Reclamation, the USGS, Bureau of Outdoor
Recreation.

Now. these individuals have professional opinions which I think
chould be available to the Congress. From time to time, the admin-
istration, for some other reason, will decide that a particular project
will not £20.

They do not want it to go, they take a position against it. That is fine,
hut T think the proper reason, the actual reason should be artienlated
to Congress. My question to you is, as Secretary of Interior. would you
permit and in fact enconrage your department heads to provide frank,
professional testimony to this committee, even though it may differ
from an administration line. :

My, Kviepre, Senator ITaskell, T am not sure that I could answer that
any other way except from my personal point of view. by virtue of this
problem. The problem is, the Office of Management and Budget which
1 part of the President’s administrative arm
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Senator Haskgrr. T understand OMB.

Mr. Krepre. You are not referring to that?

Senator Haskewr. I am asking a direct question. If OMB decides for
some reason it does not want a particular project to go, let us assume
that the Bureau of Reclamation’s professionals feel it is beneficial all
the way around, and they have professional reasons.

Myr. Krerpe. You are talking about technical reasons?

Senator Haskrrr. Technical, professional reasons. Would you per-
mit the head of that bureau or the head of the Bureaun of Outdoor Rec-
reation, to come and give professional testimony and recommendations,
even though it be in opposition to or different from the administra-
tion’s official line ?

Mr. Kreepe. Senator, T think the answer to that is “Yes.” T think
that the relationships between the Department of Interior and Con-
gress are vital.

The committee needs—and is entitled to—the technical answers
available from an expert in the Department.

Senator Hakern. 1 am very. very pleased to hear you say that, be-
eause in the past I do not feel that we have had that benefit.

Senator Jornsrox. Would the Senator yield at that point

Senator Hasxewn, T will.

Senator Jorxsrox. If the head of the Bureau of Outdoor Recreation,
for example, was for a billion-dollar land and water conservation
fund——

Mr. Kreere. No. that is a question for OMB. You are talking about
something else, that is not technical expertise. I would not want any
of our people, nor would I want Tom Kleppe to come up here and cut
the legs out from under the President.

Senator Haskerr. Wonld you permit the head of the Bureau of Out-
door Recreation to give specific instances of land that should be ac-
quired and reasons why. if they are not acquired, they may be gone?

Mr. Kreeer. That is fine. That is technical. But he 1s talking about
dollars.
Senator Haskerr. T am asking a slightly different question than my
colleague,

Mr. Kreppe. T can respond to yours, Senator Haskell, the way T did
because T believe very strongly that we will be able to do better if we
are talking to each other.

We have expertise down in that department and it should be avail-
able from a technical point of view. But OMB exists for a purpose,
too. and vou would not want me to undercut my pledge, my promise,
or the administration position.

But that does not mean that T am not apt to go to OMB and argue
very strongly for the thing you are talking about.

Senator Hasgrrw. I think we nnderstand each other.

Senator Jonnstox. Does that mean you would fall in behind OMB’s
opinion as well 4

Mr. Krerpe. On the questions of dollars, Senator, and T have had
some experience with this, when T have fought my fight with OMB
on the budget, supplemental or what-have-you, and I have lost, yes,
I will come up and support that position.




But T have fought pretty hard. T have been accused of fighting a
little bit too hard on some oceasions. But that 1s something I will con-
tinue to do if I believe something 1s right.

But once T have lost, 1 am a H't’IJI‘I'E'T‘ of the team, and T will stick
with it and T will come over here and support that i;::air‘nm

But from an expertise standpoint, and the tec hnical point of view, I
think we ought to make available the resonrees we have. T think llm
same thine would be true if this committee wanted assistance from
Interior on langunage in a bill with which the Department might not
agree,

Senator HaskerL, From time to time, at least it has heen my obser-
vation, and it may be erroneous in the past. that pressure has been
brought on the heads of de }I'I'l'lll'“l within the Department of In-
terior, perhaps not to come up or to lend their professional opinion.

To my way of thinking that is --1"]{--'].l'lli‘H[]Tln.'.;"

Mr. Krepre. I do not like that. Senator. I agree with you.

Senator Hasgern., If T have any time left

Senator Mercanr. Your time has expired. The Senator from Td:

Senator McCrure. Thank vou, Mr. Chairman. We are glad to have
yon before this committee, Mr. Kleppe. This is a time for candor,
and I appreciate the fact that your answers are eandid.

In that nature. I want to make reference to a couple of editorials,
One is an editorial and the other 1s a response to it by a letter to the
editor. p :

[ think they epitomize the kind of criticism leveled against you. I
refer to one that appeared in the Oregonian on Wednesday, Septem-
ber ]fr i"T'. in which the headline on the editorial is “Kleppe's Non-
record”. Down in the body of the editorial it has this devastating
criticism, .

Speaking of leaders of the conservation movement who are disturbed
by his lack of record in resource matters, they have not, however, found
I'easons as yet to oppose his confirmation. '

[t goes on to express that the apprehension is suflicient reason to
oppose the confirmation. In the last paragraph of that editorial it
says, and I quote, “It may be that the price will be a Se retary without
the political or }:nwrni strength and knowledge to restore the De-
partment to vigorous accomplishment.” T would reject the specific
charge, knowing you as I do, particularly in regard to the question of
political and personal strength, that yon have that strength but it
evoked a response, a response that made reference, as did Senator
Hatfield. to your moving forward in the SBA on a set-aside program
for small timber purchasers. '

Pointing out that that had lain ignored since 1958 and the Morse
amendment, until vou breathed life into it in 1971. This writer at least
was very appreciative of the courage and the strength with which you
carried forth your responsibilities and ecarried it in the context of the
questions asked in regard to budgetary matters within the framework
of the administration, and succeeded where others had neither sue-
ceeded nor attempted.

Mr. Chairman. I would ask unanimons consent that the editorial and
the response to which I have made reference both be made part of the
record.

Senator Mercarr. Yes.
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[The editorial and the response follow :]
[Editorial from the Oregonian, Sept. 10, 1973]
KrepreE's NoX-RECORD

The nomination b resident Ford of Thomas 8. Kleppe of North Dakot:
be =ecretary of interi no cheers in s portion of the West. This
portant department has hl n in serions disarvay for a long time. It needs a stro
experienced administrator— who Eknows natural resources and their
management., If Mr. Kleppe is such § . hig record does not reveal it.

Kleppe was elected to serve two g : in the Houze of Representatives, 1066
At the suggestion of then President Nixon, he ran for the Senate in 1970 ;

Ben. Quentin Burdick. a Democr and was defeated as badly as he was
he opposed Burdick in 1064, President Nixon therveafter appointed him ad:
trator of the Small Business Administration, a position he still holds, N n
this executive post nor in Congress did Kleppe, 56, a former Minneapolis invest-
ment banker and former mayor of Bismarck, N. D,, distinguish himself.

Although Kleppe has the support of North Dakota’s senators, Burdick and
Young, leaders of the conservation movement arve disturbed by his lack of
record in resource mat . Ther have not, however, found reasons as }
oppose his confirmation. Their n ig that he will go along w
in the Ford administration v stress resonrce development over conservalion
notahly, the Office of Management and Budget,

The Interior \'::-'.'un-_s- wis left by the resignation of ex-Gov. Stanley Hathawn
of Wyoming, who was assi hy wilderness-type environmentalists and
resigned beeause of '1I|n s t being confirmed. Hathaway did have a '
of strong support of resources use, hut also of balancing use with conserys ion
Kleppe ig a comparative unknown in the natural resources field. although called
a middle-of-the-roader hy Sen. Milton Young, Republican, who sponsgored him

President Ford evidently wants to aveid another fight with Congress m
appeintment of a new sed ry of the interior. It may be that the price will
gecretary withont the polit ir personal strength and knowledge to
the department to vigorim iplishment. We hope this is a harsh judgmse
and that Mr. Kleppe will prove 1« » a befter administrator than his rec
indicates,

fEditorial from the Oregonian, Sept. 12, 1075]

Some Do Cneer KiEPPE APPOINTMENT

(By Joseph W. MeCracken, Execntive Viee President, Western Forest
ndnstries Association)

To the Editor: On Wednesday (Sept. 10), von voiced grave misgivings ov
President Ford's appeintment of Thomas [\Iv; pe as secretary of interior.
von hold that Mr., Kleppe's appointment “‘ralses no cheers in this portion of the
West.” False, Tt's safe to assert that every member of the independent segment of
the forest prodnets industry, fre (11 5t «t, is cheering. Every co-
woni plant, every independent sa il iregon is delighted.

Then you share “aj hensions" Mr. Kleppe will “go along with those
who stress pesonree de nment aver conservation—nofably, the Office of Man-
agemenf and Budeef,” : me to explain why our part of the timber
indnstry is anplanding Tho e,

The fact th e «till h a competitive, free enterprise forest produets in
dustry in the West is almast =olely the resnlt of a single personal, conrageous
act of Mr. Klenpe's

Seven months after then President Nixon had named him administrator of
Small Business Administration, Mr. Kleppe annonnced a landmark feder:
timber sef-aside program. to assore small busi es a reasonable supply of raw
material in the vears to e The ide program, nnthored by Sen, Morse §
1958, had 1aneni {1 an 1 fenor w hoth Demoeratic and Repulilican
ministy ne nntil K ] 2 life into it in 1971

But giant companies in this industry, which wished to eontrol timber snoply
hence apposed set-ncides. went over Mr, Kleppe's head direetly to the White
House, demanding that the President and the Office of Management and Budget
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nnllify and kill the program. Thomas Kleppe was called in, refused to yield and
uffered to resign his position rather than give in.

And this is the man you allege to be a possible “patsy” for the OMB?

Further, you opine that Mr, Kleppe didn’t “distinguish himself” either in Con-
cress or with the SBA.

I suggest that you should have called former Reps. Wyatt, Green and Dellen-
back, then eall Rep. Ullman before writing those words, During his 196670
term representing North Dakota, he was esteemed by his colleagues, and is
highly regarded by Oregon’s Senators Hatfield and Packwood.

As un agency head, Mr. Kleppe took an ailing SBA, headed by an administra-
for alinost prostrate from physical disability, took a shambles, nursed it through
lienvy politieal eross-fire and dre atell a responsive entity of government.

You imply that Thomas Kleppe is inexperienced In nat ural resonrces admin-
istration. But obvionsly one can’'t serve (wo ferms in Congress from North
Dakota withont being totally eonversant with coal, vil and gas, abundant in that
state. And though he is no forester, Mr, Kiéppe knew enough about timber to
figure out that our precious supply must be shared among all business, not be
wenopelied by giants, I submit that his Rnow tislize of the forest produets industry

alone transcends that of any of his predecessors in the Interior job.

Qenator McCrure. I introduce an editorial from the Oregonian
eritical of the Kleppe nomination, and a response to the editorial from
Mr, Joseph McCracken who disagrees with the editorial. I do not know
whether yvou have had the briefing from the Department of Interior
on the helium conservation program.

If you have, I will ask some questions. If yon have not I will make a
comment.

Mr. Kieere. I would appreciate the comment.

Senator McCrure. The helium conservation program is a national
disorace, and T have been trying to find somebody in the administra-
tion who would have the guts and the willpower to admit that a mis-
take has been made.

It started with OMB. onr old familiar jousting partner, deciding it
was not economically feasible to continue a program established by
(‘ongress and that the payoft was gong to be bad, so, they unilaterally,
without conoressional action, eanceled contracts, or undertook to
ancel contracts beeause the court has said, “You cannot do it™.

S0 the helium. which is being separated from the helium-rich gas
streams ig now being vented to the air, and the Government is required
to pay for it. That is neither a conservation nor an econoniic measure.
Somewhere. somehow. somebody in the administration has to take a
look at that and say, “We made a bad decision™.

But everybody is so afraid of admitting an errort hat we arve wasting
an aeset., and we are wasting hundreds of millions of dollars of the
taxpayers’ money.

Somebody down there has to have more integrity and courage than
they have been willing to show in the last several years. Knowing you
to he a man of integrity and courage, I hope you will be that man.

Aside from that small matter that might amount to a %1 billion
i1 to the Federal Government for a dead horse, T wish you well in
vonr job, if you ave confirmed. as T confidently predict you will be.

1 have no specific questions——

Senator Mercarr. The Senator’s time has expired.

Senator MceCrere. May T complete my sentence?
Senator Mercarr. Of course.

Senator McCrore. Tt may be a long sentence.
Senator Mercarr. That is what the prisoner said.
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Senator McCruure. I have no specific questions beeause I am not seek-
ing to put you on record on complicated i 1ssues, questions, that demand
a very careful scrutiny of the pro’s and con’s before a 'decision is m: ade.

I know you will give it that serutiny before making that decision.

Thank you very much.

Mr. Kieere. I will look.

Sehator \[1"1‘1‘ ALF. Senator Stone.

Senator Stone, Mr. Kleppe, I want to congratulate you for coming
here by \ln|1-t|1. Similarly, when you came to see me privately, by
vourself. you asked me what should T do my homework on. And
because of the rumors, of your name having heen mentioned in the
Watergate investigation, I said to do your homework on that. I put
i front of you two Xerox copies, one a story by the St, Louis Post
Dispatch of January 20, 1974, outlining the so-called responsiveness
program, and another a memo by Mr. Frederick Malek, Director of the
Executive Office of the President., which lists the contacts for that pro-
gram in each of the agencies, and which lists your name for SBA.

The stafl put together some research on this, and mentions that Mr.
Frederick Malek in 2 White Irmw memorandum of Mareh 17th to
Mr. H. R. Haldeman. describes this program: The implication is
raised. which T invite you to dispel. that the operation responsiveness
plmrmm. which apparently was an effort to utilize some of the execn-

tive branch’s leverage to assist the reelection effort may have inveolved
you in vour capacity as head of the SBA.

Would you respond ?

Mr. Krereree. T would dispel that implication um]nh tely. and I would
like to expand on it, Senator.

Senator Stone. Please do so.

Mr. Kreere. The only contact T recall in this regard was a visit to
our statl meeting one morning by Freddie Malek. The only reference
at that time—this was during the 1972, prior to or during the Presi-
dential ecampaign—the only reference to responsiveness that T reeall
was on a general overall point of view. comparable to something like
this. Tf SBA is going to have a major procurement contract, or a
major economic development loan for a new shobping center, or some-
thing that there is an opportunity for the President or the Vice Presi-
dent to identify with. would you please let us know. It was not hard
for me to agree to that.

There was no reference to the fact that we should make loans to
(t‘]'1.llil people because thev will be contribufors to or workers in the
r“nn]ulwu for former President Nixon. I would not have sat still for
that. I reject that thought, that idea.

From the standpoint of further explaining the situation, T think it
is fair to describe to this committee some of the actions which T took
initially when former President Nixon asked me to take this job.

In the presence of a couple of names that yon will recognize. Halde-
man and Ehrlichman. T said there are two things that T don’t want to
happen. I will take this job. but there are two things T do not want
to happen. One. 1 don’t want to get a telephone call some day which
will say. “Tom. will you hire so and so0.” because we are not going to
tale anvhody over there that we do not think can do the iob.

The second thing is. T don’t want to get a telephone call some day
that says, “Tom. wonld you make a loan or give a contract to so and




so because he is a good Republican precinet committeeman, or he is a
oood contributor.”

% (:t{‘ul lemen. I never received such a ecall, never. I would add to that
that in the first 815 years I was at SBA, the White House inquired
about 63 loan applications that we had, they did not call Tom Kleppe,
they called someone else. T can tell you that we made 7 of those loans,
we rejected 56. We did it on the basis of eredit, et

I would not be a part of any of these activities, and this is why I
am pleased you asked me, Senator. And I wanted to give that back-
around, because it has not happened tous.

" Senator Stoxe. Mr. Kleppe, you were kind enough to tell me that
privately, and 1 thought it well worth being aired publicly.

One last question. There was a series of weekly activity reports by a
Mr. Muromoto to Mr. Clhinek Colson as part of the responsiveness pro-
gram. In the report for the week of May 15, 1972, which is in the Wa-
tergate documents: exhibit 262-17, book 13, page 5579, there is this
entry: “No. 3, Working with Under Secretary Lynn of Commerce,
Tom Kleppe of SBA, and Ray Hanzlik, reaccusations of impropriety
brought against Ben Fernandez of NEDA by Congressman Henry B.
Gonzalez.” Is there anything there we ought to know about ¢

Mr. Kueere. Not that T know of Senator. As I recall at that time,
Ben Fernandez was head of NEDA. NEDA is the National Economie
Development Association, a group that we nsed to fund on a grant
basis out of SBA until the creation of OMBE, the Office of Minority
Business Enterprise, which is now in Commerce. Then the funding
went over to them.

The experience of NEDA has been outstanding. They have done an
outstanding job of working with Spanish-speaking Americans gen-
erally, but other minorities particularly. in packaging loans and offer-
ing management assistance, and it has been a very good activity.

So I do not know about these allegations. these accusations. T know
NEDA has done a good job, and T know that we fund them on a very
much reduced basis. OMBE does fund them, and has been funding
them for some time. ;

Senator Stoxe, Mr. Kleppe. thank you.

Mr. Chairman, T know my time is up.

Senator )Il-:‘:‘e‘.\!:l-'. It comes my turn. Mr. Kleppe. and T join my col-
leagues in weleoming you as a neighbor and a friend to the committee
and to this hearing.

[ am not going to argue with vou about whether the winters in
Montana are colder than they are in North Dakota. T think the record
will probably speak for itself. If you can survive in either State. it is
a real accomplishment. T think we have States that are very similar
and very alike. ]

The statements you made on your experience and backeround. T can
counter m my own. We have a standard question, Mr. Kleppe. that is
asked of all nominees. That is, if confirmed. will you agree to appear
before this committee, or other committees of the Congress. assuminge
you haveé reasonable notice of the hearing? : '

Mr. Kreppe. T would hope T wonld be invited. T like to share with the
committees with whom I am dealing as often and as much as I can on
substantive matters.




r)s

Senator MercArLr. As you realize, the reason that question is always
asked, is that at one time there were some members of the administra-
tion who refused to appear before the committees,

Mr. Kreeee, I am very much bent the other way, Senator. T love to
communicate with the Congress about the problems I am dealing with
and working with beeause I know that is the only way we will get any-
thing done that will satisfy the needs.

Senator Mercarr. You don’t have to worry, you will have plenty of
opportunity to communieate with this comnittee.

uring the past two Congresses, Mr. Kleppe, this committee has
worked on legislation to encourage private industry to mine man-
ganese nodhiles from the deep ocean floor. These nodules lie outside the
jurisdietion of any nation. However, this committee has had primary
jurisdietion on mining and Outer Continental Shelf activities.

What is yvour attitude of the Government’s role in helping or assist-
ing our nationals in mining manganese nodules?

Mr. Kveeere. Senator, if you don’t ask me to get involved in a juris-
dictional question——

Senator Mercarr. I will ask you to get involved in a Cabinet admin-
istrative question. We will take eare of the congressional jurisdiction.

Mr. Kreerr. Just so T understood that correctly.

Senator Mercarr. Since you brought up jurisdietion, let me follow
with what was going to be my best next question. Last February, the
then Secretary of Interior. Rogers Morton, created within the Interior
Department, within the department that vou will administer. an Oeean
Mining Administration to. among other things, assure appropriate
policy planning within the Department and within the executive
branch for the promotion of the domestic mining capabilities to which
T previously referred.

This committee strongly supported that action. Now, there is some
dispute in this committee as to just how we shonld go about ocean
mining, but I think there is unanimity on this committee that juris-
diction of this committee has long been asserted toward mining on the
ocean floor. not on the water column, but on the ocean floor.

I have recently learned that the National Oceanic and Atmospheric
Administration, NOAA, under the Department of Commerce. is con-
sidering activities in ocean mining that would encroach on the Interior
Department. not this committee, but the Interior Department’s pro-
gram and responsibility.

Are you prepared to assure this committee that you will continue
Secretary Morton's poliey of insisting that the Tnterior Department
have authority and jurisdiction over ocean mining?

Mr. Kreree. Senator, from what T know. that sonnds like a cood
policy to me. It sounds to me like sufficient expertise in available
and within the administration the jurisdictional question of ocean
mining rightly belongs in Interior. T guess that answers your question.

I was hoping that your jurisdiction did not deal with the Congress,
becanse that was something for you to work out.

Senator Mercarr. Yes. We have some problems on jurisdiction in the
Congress, of conrse, with the Commerce Committee and Public Works
Committee. and so forth. But you are going to assume control of an

agency, the Department of Interior, that also has jurisdictional prob-
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lems down in the Cabinet. I want your assurance because I have been
chairman of the subcommittee on Mines and Mining. Senator Jack-
son. because of Senator Hansen’s and my great experience as seabed
States, appointed us an Ad Hoc Subcommittee on the Outer Conti-
nental Shelf. so we have worked very hard to develop ocean mining in
and around the States of Montana and Wyoming.

This committee has unanimously insisted that we have jurisdiction
over the mining on the ocean floor. 1 hope that you will help us in the
administration to take care of this.

My time has expired. Senator Johnston.

Senator Josrxston. Yes. Mr. Kleppe, does the administration have
an energy poliey ?

Mr. Kieere. Senator, do you really want me to respond to that? I
guess I could say that there are 535 on the Hill, one down at the White
House. and the Nation has none. Would that be.a fair statement ¢

Senator Jorrnsron. If the answer is yes, who in the administration
is responsible for that policy ¢

Mr. Kreppe. I guess you would start with the President, and then
vou would consider very strongly Frank Zarb, who heads the Energy
Administration,

Senator. Jomxsron. You do not have a great deal of experience in
energy. is that correct, sir?

Mr. Kreere. I do not know how to answer that. Do T have a lot of
experiencé in energy ? T am no expert. Does anybody have a lot of
experience in energy ¢ If you look around and see the turmoil that has
heen ereated in Congress and in the administration on energy. isn't
it a fair question to ask if anybody really has a lot of experience——

Senator Jomxsron. The background of that question is this, Mr.

Kleppe. I submit to you that really the administration does not have
an energy policy. There are a bunch of departments that are sort of
interrelated and not very cohesive. We have had all kinds of energy
ezars and Zarbs and Seeretaries and all that. and it has never really
heen possible to tell who is running the store as far as energy is

i'(l]‘.i‘i"T‘T][‘[‘.

1 wonder if—T take it you as Secretary of Interior would defer to
Frank Zarb on energy matters? You would consider him to be No. 1
and von would consider your role as Secretary of Interior to be more or
Jess subservient or subordinate, should T say, in matters of energy?

My, Kreeee. T have no indications otherwise: that is correct.

Senator Jonxsron. You would say Frank Zarb would be the No. 1
man on energy ?

Mr. Kreere. Yes: if you leave the President out and talk within
the administration. I would think it has been very obvious to note
that Frank Zarb has been the main spokesman and main aetivist in
the area of energy policy and the energy program.

Senator Jouxstox. I understand when Rogers Morton was here, he
competed very well '

Mr. Kuepre. That was at the beginning, before the FEA was estab-
lished. When the FEA was established, there was a shift of action
and jurisdiction, and what have you.

Senator Jomxston. Yon take it the FEA will be countinued
permanently ¢

59-116—75——3
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Mr. Kreere. I suppose so. How often do we create an agency and
then do away with it? That does not happen very often. I think I
could answer that in the affirmative. My guess is yes. It seems that we
run in cycles, Senator. You get an agency created for a erisis purpose.
and then it wanes. And I would hope this one would wane because of
the crisis being relieved, but I am not that optimistic. But I suspect it
will go that way for the immediate short run anyway.

Senator JoansroN. Thank you, Mr. Chairman.

Senator Mercarr. Senator Jackson.

The Curamyax. First, I want to ask you a question on natural
resources. As you know, in the deepest possible sense the Secretary of
Interior is the No. 1 environmentalist in the Nation. His Department
has jurisdiction and authority over millions of acres of land. The
Secretary of Interior is the steward of our magnificent national park
system, our wildlife refuge system, our Outer Continental Shelf lands.
and hundreds of millions of acres elsewhere made up of publie lands
involving our beautiful scenery and wilderness, wildlife habitat, and
S0 On.

His decisions about the management and disposition of grazing
lands, oil- and coal-bearing lands, wilderness policy, wildlife refuge.
applications for rights-of-way, access, all can affect in the decpest and
most universal sense the fate of public land treasures which belong to
all the people.

I would like your brief comments on the description of the Secre-
tary’s duties that I have just given. Do you feel that is your respon-
sibility and your role, keeping in mind that existing law gives the
Secretary very broad discretion in the management of the lands
involved, and the purposes for which they have been dedicated. I
would like to get a little bit of your philosophy into the record if this
has not already been covered.

Mr. Kreree. No; it has not. Senator. I thank you for the description
of your thought and the guestion. I will be very honest in telling you
that I have thought considerably about this for the last couple of
weeks becanse this is such a vital area of responsibility that falls to
the Seeretary of Interior. It has to do with the protection of our
resources, and yet the use and development of them.

Grazing as you mentioned, yes, but not overgrazing. Logging. or
clear cutting, or what von are talking about in the timber areas, but
not abuse, with full regard to the protection of the environment. Min-
ing, yes, and the development of minerals and resourees, but with full
considerations to the environmental aspeets.

Here you have an equation with two sides that are extremely eritical.
I ean only say to you, Mr. Chairman. I recognize this. T accept this.
and T approach the responsibilities of this job with no biases, as 1
indicated earlier. no prejudices, but wanting to look at the arguments
and debates on both sides, to be able to fairly judge. recoenizing the
responsibility for the utilization and yet the protection of this great
wealth that we have in our resounrces.

The Cuamaran. T want to thank you for those comments, What you
are saying in a large part, you recognize the difficult task of fulfilling
a commitment on development balanced with environmental concern.

The question is whether both can be done. T think you feel that you
can provide that balance.
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Let me just ask you, if this has been gone into, Mr. Chairman, I \\‘:mtl
to pass it over, But I wanted to ask about the allegations t hat appeared
in the press regarding the SBA, problem in Richmond. You were never
implicated in any of the accounts that I read. There are comments
about violation of the Civil Service Commission regulations and so on.
I think it would be useful if you could make some conmments on what
you know and what you don’t know about these allegations.

Mr. Kreppe. Mr. Chairman, let me take these one at a time. I wel-
come the opportunity to make brief comments, or extensive comments,
whichever vou wish.

The Caammyax. I do not want to go over my time. Maybe my col-
leagues will want to follow up on it, but go ahead.

Mr. Krepre. T will quiet down as soon as the gavel strikes.

Senator Mercarr, Your time has already expired, Mr. Chairmurr.

The Craamyax. I ask unanimous consent that he be permitted fo
respond.

Senator Mercarr. He can respond.

The Criamarax, If the Senator from Oregon will be gracious enouglt,
as he always is. to yield time.

Mr. Kreeee. T will make my comment brief. On Richmond. the
whole circumstances of the Richmond allegations have been laid ont ire
a complete public record already. The subcommittee over in the House
spent excessive time in in vestigating this thing and questioning me o
all aspects of it.

The total activity of the Richmond aetivities have been spelled out iz
publie, so T will not get into any details.

The Cuamarax. Staff informs me that they went into the record om
the investigation in the House, and there is nothing invelving Mr.
Kleppe in connection with any wrongdoing of any kind.

Mr. Kreeree. If T would smile a little bit as I go to make a brief com-
ment on the Civil Service thing, I preface it by saying all you have ever
read in the press have been the allegations, never the responses. I sif
here and say to vou, Mr. Chairman, and members of this committee,
that if there has been one example of an administraetor or leader in the
Federal executive branch who has been apolitieal, T would like to be-
Lieve that T could qualify at the top.

I have bent over backwards to do everything in our Agency not o
a partisan basis, because small business does not know the difference be-
tween a Republican. or a Demoerat, or an Independent, any more thamn
it knows the difference between a black or white. or an Indian, Eskimo-
Asian, or anybody else. Small business is small business, and we re-
fused to bend to the political pressures as it has been alleged we did.

On the econtrary, T have been chastised seriously by fellow Republi-
ans in the Congress beeanse T did not accept their recommendations.,
but rather turned them down. I have even been scathed by Republi-
cans in the press heeanse T did not take the Republican recommenda-
tions. Then to get a Civil Service allegation that says, Kleppe, yow
are political. that hurfs becanse it is not true.

T could go into a lot more detail, but my responses are here.. They ave
made part of the record, Mr. Chairman.

The Ciramaran. That will be included in the record.
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Finally, T think the people in the Department want to know this—
if confirmed. will vou follow the criterion—that well qualified career
employees shall have an equal opportunity to compete for higher level
polieymaking and decisionmaking jobs, and for positions outside the
eareer civil service? Will they be considered on the basis of merit ¢

Mr. Kreepe, Most assuredly. Mr. Chairman. The answer is yes. I
think our record of doing that in SBA will be evidence of that.

The Cuairamaxn. In sum, are you saying that the thousands of career
employees who have no party afliliation, are going to get a fair shake
under the Kleppe administration?

Mr. Kieree. Yes, sir.

The Cramyay. Thank you. And I thank my friend from Oregon.

Senator Mercarr, The Senator from Oregon.

Senator Hatrerp, T am always happy to yield to the Chairman.

Mr. Kleppe, I need not recite the various and sundry comments and
evaluations that have been made in the past about whether a person
who is appointed Secretary is operating his own shop. or whether he
has some Under Seeretary or Assistant Secretary sent. from the White
House to run the operation, or that there is some other Secretary. some
other Agency, that has more influence with the White ITouse over
matters concerning his Department than he has himself. But you
know all of these various reports and rumors.

All T want to ask is. Do vou intend to be the real Seeretary of In-
terior as it relates to not only your own household where you are in a
very diffieult situation of presiding over a kind of federation of agen-
eies. which is somewhat distinguished from many other departments,
and based on your own personal relationship to the President, to the
White House?

Mr, Kueere. Senator Hatfield, this is a welcome question, because
anvone who knows me knows that wherever I have been for a long
time. I have been the boss. T have no idea that the President nomi-
nated me for this without believing that I would be the boss. I
have great regard for expertise, for assistance, extremely well quali-
fied assistance. Being so short in the total book education part of life,
T need smart people, and T intend to use them.

Within the constraints of my time, I expeet to run that Department
as much as T possibly can. Within the area of the Cabinet, the admin-
istration itself, T would hope and expect that T am going to be consid-
ered a vocal part of the President’s team.

At the same time that T have given you these expressions, I have a
burning personal desire to do more in the area of communicating with
this committee. and the similar committee in the House about the prob-
Jems of the Interior. because they are so great, and they involve the
lives of our people so acutely, that we have to work together,

T know we have a lot of bureaus and a lot of departments in Interior,
but T also know that T welcome the opportunity to bring together these
qualified people just to do a better job.

Senator HaTeieLp. Thank vou. Now, Mr. Kleppe, O. & C. lands. You
recall in our private visit that T wanted it in blood, or at least under
your oath to tell the whole truth and nothing but the truth today, and
to pledge your view and position on O. & C. lands.
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Mr. Kueere. 1 slept very poorly last night, Senator, but one thing I
was not thinking about was that you were going to extract a commit-
ment from me on O. & C. lands. You know and I know this has not been
a controversy—where did you get into the controversy with Sam Stei-
geron this?

Senator Mercarr, If the Senator would yield, we have had a céntro-
versy on O. & C. land ever since I have been in the Congress, which is
more than 20 years.

My, Kreere. Which way does the controversy go !

Senator Mercary. It is not as old as Senator Fannin’s 1882, but it is
pretty old.

Senator Harrmerp, I sit on your budget on the Appropriations Com-
mittee, and that is the way it goes.

Mr. Krerre. Without me getting locked in before I get out the door,
Senator Hatfield, I will be more than pleased to deal with you per-
sonally substantively on the question of O. & C. lands, because I am not
well informed on all of the controversy.

Senator Harrrern. You have no plans to reorganize or change the
status quo on the O. & C. lands?

My, Kreere. I do not know.

Senator ITarrrerp. You do not know whether you have plans?

Mr. Kieere. I do not know whether I have plans to agree or disagree
with your question.

Senator Harrierp, Do you have any specific plans to change the sta-
tus of the O. & C. lands?

Mr. Kreeee. Not at this moment.

Senator Hatrrern. Do you anticipate that you might have?

Myr. Kreepe, I don’t know. I think, if I recollect correctly, my two
predecessors established these plans, or were in agreement with the
plans, and I know of no current reason to change that.

Senator Harrrern, Many of your predecessors came down hard on
this in their confirmation hearings.

Mr. Kreppe. They did. T guess T am coming down hard, too.

Senator Harrrerp. T appreciate the fact that you are in a situation
perhaps where you have not been fully briefed, but before the final
vote is called for on this committee for your confirmation, could we
have perhaps a statement from you as to what your views are on the
0. & C. lands? Perhaps we have handled this a bit on the facetious
side, but I am very serious about the subject. It is not a parochial
matter as it may be interpreted by people listening to the questioh.
There is a basic Federal policy involved here. It involves both the
integrity of the Federal Government and the history of these lands,
which is terribly unique.

They are significant to the Nation as a whole because of programs
that have been developed through these lands in forestry management.
I think you will find every reason to give full support to the present
formulas and the present status of those lands. We really come back
to OMB with grasping hands out trying to make changes, purely
looking at things from the standpoint of dollar signs rather than re-
source management.

I am serious about it. and I would like to have a statement to your
views on the O. & C. after you have had a chance to be bricfed on them.
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One last question. Do you have any plans for the reorganization of
American Samoa as far as more self-government is concerned and
more home rule, and the problems we have with American Samoa
which would be under your jurisdiction ?

Mr. Kreeee. First of all, Senator, T would address the first part of
vou# observation, which is the O. & C. lands. I know you are serious
about this, and everything you say may be dead true. But I would
also give you a pattern in the context of hoping and expressing a real
desire that you not extract a firm commitment from me before these
confirmation hearings are over, because then the door is shut. I may
agree with everything you say, but really, I think that if every mem-
ber of this committee and every Member in this Senate were going to
wxtraet a commitment from me so that I conld not wiggle, under con-
ditions that I know nothing about today, it would be an impossible
situation.

I would ask you first only that you not demand that response from
me in writing prior to the confirmation hearings. You have my assur-
ance that every consideration will be given, in all fairness, everywhere
up and down the line, and I may be with you 10,000 percent if it is
possible. But rather than say right here and now, Senator Hatfield,
ves, just from a policy point of view and a personal point of view, I
-wonld hope that that would not be requested.

Senator Harrmerp. Let me follow through and make sure our
=emantics are on the same frequency. I think it would be very appro-
priate to make contingent the confirmation of any individual on
something that specific.

M. Krerre. You do think so?

Senator Harrrerp., T wonld agree with you in general form. but T
«lo think it. would be proper for us to have your viewpoint and your
kind of understanding on these specifies. None of us ave locked in: we
cannot even commit a future Congress. But by the same token, we have
to take a position and a stand on some of these things which are in
existence, or say whether we expect to try to change them. T want to
know vour philosophy and your understanding of the O. & C. lands,
and that is what T am asking for.

Mr. Kreepr. You know if you got mv word you would have it. T do
not know what the circumstances are. 1 have been advised that T could
sayv to Senator Hatfield and this committee, no problem on the O. & C.
Jands at all. But I am giving you a philosophical point of view that if
every member here, and every member of the Senate would think as
you just indicated, that T should not be confirmed unless T have agreed
to every project nearvest and dearest to him, I just do not agree with
You.

Senator Harrmern, T would agree. But again, we have a right to
know your position on the current status of any particular program
or policy or reform over which you will be presiding.

_ Mr. Kreepe. But you are asking me for a specific answer to a specific
situation I have not been able fo look at yet, and yon want that before
the confirmation hearings are over. | :

Senator Harrrerp, It is really not that complicated, we will hold
hearings until
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Mr. Kreeee. T understand you can hold the hearings forever, and
that is why I wanted to address the question as I did.

Senator MercaLr. Senator Haskell.

Senator Haskerr. Mr. Kleppe, there is one very important aspect
of the energy policy of the Nation that I believe you will be involved
in. That is the leasing of Onter Continental Shelf lands for oil and
gas, T am informed that the Interior Department is very close to a
decision on a 1.6 million acre lease off southern California. Also, for
vour background, I presume you are aware of Senate bill 521 which
provides for different methods of leasing Outer Continental Shelf
lands.

I would like to first ask you whether you have formed an opinion,
and if so, what it is, as to whether the terms of the proposed lease sale
in California, which is a fixed royalty and a bonus bid, are in the best
interests of the American public, or whether you think some other
method should be explored. If you don’t have an opinion, you don't
have an opinion.

Mr. KrLepre. Senator, would you excuse me. Would you please repeat
that? I was trying to look at some notes

Senator Hasxerr, They are about to enter in, or publish a notice of
sale on this immense tract of land, leasing it on the basis of a fixed
royalty and a competitive bonus bid. I am asking you whether you
think that method is in the best interests of America.

Mr. Krerre. Without trying to delineate the exact method of
handling and distributing the bonus payments, as it were, it probably
has merit. I would think that the proposal makes sense. But the utili-
zation of the bonus money, where does it go?

Senator Hasker. I am not asking you that.

Mr. Kieere. Oh, you were just wondering about the bonus
arrangement ?

Senator HasgeLr. Right.

Mr. Kreere. I don’t know quite how to answer you. I think it is all
right, but I am not that sure.

Senator Haskerr, Are you familiar with the alternate methods of
leasing by a net profit bid as opposed to a bonus bid ¢

Mr. Krepre. No; not that much, I am not familiar with the
difference.

Senator Haskerr. Mr. Kleppe, this is vitally important, because
there are differences of opinion as to what is the best way of bidding.
There are those. and I am among them, who say that the bonus bid
excludes a lot of people from actually acquiring leases. I am one of
those who does not happen to think that this is the best interests of the
American publie.

Furthermore, 8. 521 is going through the Senate, and it’s over in
the House, and it mandates different methods of leasing, at least on
an experimental basis. I would like to ask you one thing.

When you are Secretary of the Interior, and even before that, will
you use your best efforts to hold up that notice of sale until you per-
sonally have had an opportunity to examine and analyze whether that
is the best method, or whether other methods shouldn’t be used ?
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Mr. Kreeee. T would certainly commit that I would take a look at
that, because I would be extremely interested in that, as you indicate.

Senator Haskerr. It is a vital national issue, Mr. Kleppe.

Mr. Kreepe. May I ask you, Senator, do I interpret the bonus system
as precluding smaller people from being able to bid ?

Senator Haskerr, This is the thinking of people minded as T am.
Other people may not agree, but there is a substantial body of opinion
that comes to that conclusion.

Mr. Kceeee. That was the first thing that struck me. The other
proposal you are talking about is the |rroht system ¢

Senator Hasgerr, Mentioned in 8. 521, although previous Secre-
taries have said the authority exists l(}l t.llt 'm to do it in law anyhow.

Mr. Kreepe. T am not that conversant with it, but I would want to
take a look at it because I recognize the importance of this. As you
say, this is a eritical issue in America.

Senator Haskerr. That satisfies mie. T understand that you will look
at it, and yvou will exert such influence as you have before you as Secre-
tary not to let them beat vou to the punch and publish this notice of
sale, because it is at the point now of going out. And I think it would
be too bad not to have the Secretary of the Interior himself review
this matter. So T understand

Mr. Kreepe. I want to find out if that has already been published.

Senator Haskerr. It has not. And would you use your influence to
see that it does not until you can personally review it.

Mr. Krepre. I will do some checking.

Senator Hasgrrr. Would vou use yvour influence to see that the
notice of sale is not published until you have a chance to look into
the entire situation?

Mr. Krerre. Even considering the fact that T am still the Adminis-
trator of SBA, I hate to be in the position—yon ask me to use my
influence. T hate to be in the position of giving any instructions to the
Department of Interior when I sit here as Administrator of SBA and
the nominee.

Senator Hasxerr, This is of vital importance.

Mr. Krepee, I understand that. But don’t you think this is a little
clumsy, Senator, for me?

Senator Hasgern, No. sir. T don’t. T think if T were going to be
Secretary of Interior and some vital national decision was about to be
made by an acting secretary T wounld ask him to hold up until T had
a chance to review, That isall T am asking you to do.

Mr. Kreepe. I understand your qnmtmn very well, and T don’t want
to be pr o«um]}tl\p of what this committee and wh: at the Senate of the
United States may do, and this is the reason I raise the point that I
raise.

But T will say to you, whether you call it influence or not, T will be

talking with them.

Senator Haskrrr. Will you request them to hold up until you have
had a chance to review it?

Mr. Kreppe. Until T have had a chance to review it, whether this is
delayed extensively or not ?
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That’s right. Until you have had a chance to
because 1 don’t think that this will be delayed

Senator HASKELL.
personally review it,
extensively.

But we are talking about something that may happen hefore you
have a chance to make an informed judgment. All I am asking is that
vou exert your best efforts not to let it happen before you have had a
chance to review it.

My, Kreere. In the event of delays, where do we stand? Does that
still mean making reference to this request to the Department of In-
terior that they not publish that until I see it even thongh I am SBA
Administrator and not Secretary of Interior?

Senator Mercarr. The Senator’s time has expired, but certainly you
can answert he quest 101 yes or no.

Mr. Kreere. 1 can ask them, but you !
am not sure I can deliver.

Qenator HaskerL. No; I didn't. T will repeat my question again.

Senator Stone. Maybe I can assist. What the Senator is asking for
is that you request the Department of Interior not to publish until you
can be briefed. not to deliver the delay to the Senator or to this com-
mittee. but only to ask for a little delay—I'm sure you are only talk-
ine about days, aren’t you! _until you can be briefed.

Mr. Kreppe. I can do that.

Qenator Haskerr. Once you are briefed. you will have an opinion.
Right now you don’t have a background or knowledge, so you don’t
have an opinion.

But this isa vital issne, Mr. Kleppe.

Mr. Kugeee. T understand it is. And I ean do what you clarified as
long as vou don’t look to me to force the delivery of the situation.

Senator Haskenr. You can’t force the delivery until you have re-
viewed. But if you decide yon think it is a good idea to lease on a net
profits basis or some other basis, T am sure they will be receptive—
Mr. Kreere. That dialog is understandable and I can do this.
Senator Mercanr. The Senator’s time has expired. Thank you, Sen-

sk me to deliver something I

ator.

Senator MeClure.

Senator McCrure. Mr. Kleppe, T could do down a whole list of con-
cerns that concern me individually and concern my State.

As you know, the State of Tdaho is owned two-thirds by the Fed-
eral Giovernment. Half of that two-thirds is administered by the
Bureau of Land Management and will be under your administration.
T am not at all immune from special concerns of the philosophy of
management of the Bureau of Land Management. Water is absolutely
vital to all of the Western States, and certainly my State is no ex-
ception. .

The Department of Interior has very major input into Federal water
policy, including some thrust on the part of some who typically desire
to enlarge the area of control of the Federal Government and the di-
minishment of the area of authority in the State government.

The question of the expansion of national parks is a matter of vital
concern to the people of Idaho. There is a study long overdue which
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was supposed to have been furnished to this committee and to Congress
a long while ago on the Sawtooth National Recreation Area, the possi-
bility of making it an element in the National Park Service.

There are rumored changes with respect to the management of
Yellowstone National Park that will force more of the visitor use out-
side of the park and on the surrounding public domain, much of which
would be in my State and would severely impinge upon forest manage-
ment practices in southeastern Tdaho.

We have a high percentage of the total mileage of the wild and scenic
rivers in my State, matters of extreme concern to the people of Idaho.

We have another 114 million acres of land being proposed for in-
clusion in the wilderness system. They are now under the Department
of Agriculture. Nevertheless, the Department of Interior has the major
responsibility for evaluation of mineral potential within those areas.

We have now pending, and I hope will pass very soon in the House
of Representatives, the Hell’s Canyon National Recreation Area bill.
again with some very great responsibility of the Department of Inte-
rior with respect to the mineral potential within that area.

All of these are matters of extreme concern that have not yet been
mentioned by any individual member. T can go down that list with an
almost endless group of questions, asking you for a commitment on
these matters, but T am not going to do that.

Not because T am interested, or not becanse T am not concerned about
vour attitude, but becaues I have the greatest confidence, which is more
mmportant than your present commitment. That is, that you will look
at them with an open mind.

When we get to those questions, we will have the opportunity to not
only ask youn your opinion but to give vou ours. That when we seek a
briefing on a question, whether it be a leasing practice on the current
policy of the Department of Interior that the Desert Land Act ought
to be repealed, a decision with which I find myself in strong disagree-
ment, that we will have the opportunity not only for you to be briefed
by the people within the Department of Interior but to have the input
of those who from the outside have a different opinion. So I will not
ask for specific commitments.

I understand the concern of individual Senators who have asked
these questions. I know Senator Hatfield’s strong concern about the
O. & C. lands and the extreme importance that has for anyone who
represents the State of Oregon. They have to have that concern.

But again T have great confidence in you personally. and in your
ability to look at these matters with an objeetivity and intelligence
and with maturity. So I will not ask you to be committed upon these
issues, other than I have already suggested.

I hope you will take a look at the helium program because althongh
it does not affect my State directly, I have no personal interest in it
other than as a representative of the people of the United States.

I do hope yon will get back and take a look at that one, and some-
where in the next several weeks you will be in a position to adopt an
attitude and make a recommendation based upon your evaluation of
the facts.

We will be from time to time landing on you a lot harder when
You are in a position to make specific decisions.
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Qenator Mercarr. Thank you. T want to echo and eoncur with what
the Senator from Idaho just said about the helinm program.

I was saying a moment ago about the O. & C. lands they have been
a problem’ ever since I have been in Congress which dates back to

the Eisenhower administration.

The helium program has been the same. That is a valuable, almost
irreplaceable resource that we are wasting. Somebody should step 1n
there in this administration and do something about it, and save that
resource for the people of the United States.

Senator Stone, 1 propose to run this hearing until 1 p.m. You are
the next one up for 5 minutes. The 5-minute rule is still on.

Senator Stoxe. Thank you, Mr. Chairman. Mr. Kleppe, in your
opening remarks, you described your c ymmitment, in very good terms
I thought, to the esthetic qualities that have to be taken care of in our
national parks.

Do you feel the same way about our nat ional forests as you do about
our national parks?

Mr, Krepree. 1 certainly do. T think this is of prime importance i
almost any matter yon can think of in the Department of Interior.
When you consider the two sides of the equation that is certainly
one side of it.

Senator Stove. Mr. Kleppe, we have a little problem in one of our
national forests in Florida.

Mr. KreppE. Osceola ?

Senator Stoxe. You are well prepared, Mr. Kleppe. In that situa-
tion we have some rich phosphate deposits and an application pend-
ing to strip mine them. Yet it is a national forest. It has trees as
national forests are supposed to have.

Have you an opinion on whether or not it is appropriate to engage
in substantial strip mining in a national forest ¢

Mr. Kieere. Senator, may I make a couple of observations about
Osceola? One is I am advised that phosphate is a product that the
United States exports,

No. 2. T understand that it has been recommended by the Assistant
Seeretary for Energy and Minerals in the Department of Interior that
no fair decision could be made on this until a 3-year study is conducted.

Two (a) would be that this would have to be an :1[1;;10])1"i:1lm! item.

No. 3. I understand that there might be serious problems of con-
tamination to the Florida aquifer, which strikes me as something that
could be serious because of the mining slimes, salt water, and every-
thing else. Tt could be extremely destructive to the environment.

I wuess those three observations would conclude my feelings and
thoughts about the Osceola situation.

Would it not be fair to conclude from that that any kind of mining
situation is probably not imminent.

Now, having said that yon and T need to recognize that there is al-
ways the threat of a lawsuit over here because of the Department of
Inferior sitting on their haunches. That gets to be legal. I am not an
n}ltnrm-‘\'. I try to look at these things from the standpoint of where
they are.
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If legaliy the Department of Interior can be forced into granting a
permit, maybe the things I have just said go out the window. But 1
am not satisfied that they ought not be considered in their totality.

Senator Stoxe. Mr. Kleppe. that is the kind of an answer that my
colleague from Florida, Mr, Chiles, and I were seeking from the pre-
vious nominee.

If you ean stick with that answer as your approach. then. with re-
eard to that issue, not only wonld T not have objection to your nomina-
tion but I would vigorously support it in that area.

That iz a good answer and I am most appreciative of it.

Mr. Keeree. Thank vou.

Senator McCrore. Would the Senator yield ?

Senator Stoxe. T was talking about Florida, not Tdahe.

Qenator McCrore. The Senator anticipated my question beeause we
also have phosphates in the national forests and our attitude is some-
what different. our conditions are somewhat different.

Senator Stoxe. T am aware of that, Senator, And as long as you
don’t monkey with my monkey—

Mr. Kreree. If you fellows find a way to get along, it would be
helpful.

Senator McCrure. T just wanted to make certain that the answer
of Mr. Kleppe was carefully focused on your monkey and not on my
earibou,

Mr. Kreeee. T am fully aware of the fact, and T.am sure that youn
ave. that the conditions in each individual cirenmstance are different.
And all T want to do is leave vou with a committed impression that T
will look at these things as fairly as I can based on the individual
eircumstances. And that includes expressions from Members of Con-
gress because, after all. you are pretty close to it.

You are dealing with yvour constitnents all the time, and T have been
there. And T know what that is like. Yon need to respond. We want
to respond.

We may not always agree, but we want to respond.

Senator Mercarr. Senator Haskell.

Senator Haskerr. Mr. Kleppe, T have two questions; reasonably
short. T am informed that as of December 31,1974, according to USGS
there is about 1 million acres of land already under lease but on which
there isno activity.

Myr. Kreerr. For what?

Senator Haskrerr. Oil and gas on the Outer Continental Shelf. For
one reason or another there is no activity.

The concern of this committee is that lands not be locked up. Tf they
are leased. that they be explored and produced.

I am asking vou whether you will look into this situation of non-
activity on Federal leases to the end that either the leases are dropped
and somebody else takes them or they are actually explored ?

Mr. Kreppe. Agreed. '

Senator Haskerr. All right, sir. Then, to shift gears on you, the
Bureau of Outdoor Recreation of Interior has been given coordinating
authority over wild and scenic rivers studies.

That act originally designated 27 rivers to be studied. Last year we
added another 29 rivers to be studied. However, Interior has been so
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ressional mandate that only a handful

slow in ‘:'v_-1!n|1:]ing_r fo the cong
of studies have been completed.

In fact. the administration las
tion period. All T am asking you 1s
and .'hlniw that you will be, will you

last vear asked us to extend the protee-
Jif vou are confirmed as I anticipate
y make an effort to expedite these
studies? : s 4 M

There is no point in having studies sit a round forever, let’s get them

done.

Mr. Krerre. Yes. : e ;

Senator l!lr-lil"l.‘.- (ne 1:t_-<t |t1['.'.‘-'f“.till_ l!i{-[-.i 15 a
Carolina——

My. Krepre. The New River?

Senator Haskrrr. Yes. Are you familar with thatt

Mr. Kreree. To a minor degree, yes.

SQenator Haskern., Since Secretary Morton testified in regard to
that river recommending that it be designated as wild and scenic—it
is a lone way from Colorado but T happen to have seen it—I wonder
if vou—1I don’t want to extract commitments ont of you—but have you
given that situation some thought? I

Have vou formulated an opinion as to what your actions might be?

Mr. Kieeee. No, Senator. For the simple reason that the environ-
mental impact study is out for comment and it will be 90 days before
any recommendations come back. It would be a commitment of mine
at that time to take a look at all of the pros and cons of the New River
proposal.

Senator Haskenr, I am glad you are aware of it because Senator
Ervin felt very strongly on this subject. It is really a very historic
site. T am told it is the oldest river in the Nation.

Mr. Keeere. I am told it is the second oldest river in the world. The
Nile is the oldest.

Senator Hasgern, Aslong as you are aware of it.

Mr. Krueerr. Yes, I certainly am,

Senator Hasgerr. Thank you, My, Chairman.

Senator Mercary. Thank you very much. T think my colleagues for
their participation, and now I would like to have this opportunity for
some mterrogation.

I don’t know why you have not been asked about Federal coal leasing
except that I suppose my colleagues assumed I would ask vou, so here
Wwe 2o,

You mentioned in your opening statement that you were familiar
with strip mining and coal leasing because of the extensive amount of
coal in North Dakota. Of course, that coal bed extends over into Mon-
lana, South Dakota, and Wyoming, and is probably the source of much
of the concern that we have right now about strip mining legislation.

Congress has made a long and outstanding effort to regulate strip
mining, both on the public domain and in private lands associated with
the public n]tm_mm. This has been important as far as this committee
and Congress is concerned because of our constitutional responsibility
for the supervision of public lands. And only Congress can act on the
publie domain. : :

; “-'l"']l-'l‘«‘{‘ delegated to the Secretary of Inferior important respon-
tf.]])l]]lll‘l.-& for |(‘:}.-i?1__’-_f of not only coal but other minerals, for maintain-
g and operating and supervising the whole public domain.

river in North
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We passed in this Congress by 84 to 12 a bill, S. 391, which provided
for two things. First it would make significant revisions in the Mineral
Leasing Act of 1920 as it relates to Federal coal leasing policies and

rocedures.

That bill has been the result of a considerable amount. of work and
cooperation with members of the administration in trying to work out
a bill that is satisfactory both at the other end of Pennsylvania Av-
enue and up here,

The second part of that bill, title II, has not had the same coopera-
tion from the administration. It is a modification of the strip mining
bill that was vetoed by the President, a modification that only relates
to the public domain.

So we have taken out any controls over private lands or any con-
trol over State lands or any control over any other lands other than
the lands under the direct supervision and/or the responsibility of
Congress in accordance with the Constitution and cannot be subject to
State legislation.

That bill has passed the Senate by a substantial majority. 84 fo 12. A
similar bill is under consideration in the Ionse of Representatives.

I don’t know what the HHouse of Representatives 1s going to do. As
you well know, having served in the House, neither body can prediet
what will happen in the other body.

But some action is going to be taken and taken soon. T want to ask
vou. if confirmed, and I am sure you are going to be confirmed, Con-
avessman, will you refrain from issning coal leases until this Congress
has been given a reasonable opportunity—and I think that will be a
relatively short time—to pass or to consider S. 391 or its companion
bill in the House?

Mr. Keeere. Senator Metealf, I find no difficulty in agreeing with
that because of the many steps necessary to bring about any changes
anyway. So I think that activity on the part of Congress—we are talk-
ing about the House, the Senate has acted—if this does not go on ad
infinitum——

Senator Mercarr. T would not hold vou to that commitment if the
TTouse of Representatives or the Senate stretches ont. T say reasonably.

I am sure that hefore the end of this session the House of Repre-
sentatives is going to pass some legislation, and we are going to have it
resolved in a conference and we will send it to the President.

_He will either sign it or veto it, and whatever would happen in a
Timited amount of time. that would be your commitment.

Mr. Kreerr. Fine. The best answer in the world as far as T am con-
ecerned is f.):‘_lt to be established in a law that the Congress has passed
ﬂll"}"ltl' President has signed. Then we would enforce it. l

That is the best of both worlds as far as T am concerned.

Senator Mercarr. It is the best of both worlds as far as T am eon-
cerned, but unfortunately we have not been able to achieve that so far.

But we may well be able to achieve it because Congress has made
subst antial concessions—the Senate has in 391. 3

_Mr. Kreeee. Senator. do vou know the companion bill in the Honse?
This is not Patsy Mink’s bill. is it ?

Senator Mercarr. Ms. Mink is chairman of that committee. Tt is
Ms. Mink’s bill. but it is not the bill that Ms. Mink has to repeal the
Mining Law of 1872. Tt is not the same bill.
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Ms. Mink has a bill to repeal the mining law of 1872 that has had
considerable publicity around the United States, some criticism and
some praise. But that is not the bill we are referring to.

This is a bill to reform the mineral leasing program of 1920 with
respect to coal. Title T of the bill would have passed this committee
unanimously because we were all in accord with the basic provisions
of it. There was some dispute in the markup, but I feel that all the
members of this committee would have voted Ilm‘lillt‘ s

Title IT as I say has just excerpted the public lands from the strip
mining bill. That was vetoed. All I want is to get a commitment to
give us a fair chance—some time to enact legislation before you
start

Mr. Krerre. That seems very reasonable.

Senator McCrure. Would the Senator yield? I think a comment
might be made here appropriately that there are two routes for the
protection of the public lands so far as coal leasing is concerned.

The administration has done nothing with respect to the promul-
gation and publication of regulations for an ongoing leasing program,
but could have dene so had they wished to do so.

The Congress has sought to set those regulations by at least the
general format—at least the general format of those regulations by
legislation. The result is no regulations are in effect that go as far as
we wonld like, and no legislation is in effect. And no leasing program
goes forward.

In the meantime the question that was asked earlier, does the country
have an energy policy, has to be answered in the negative, partly
because of this impasse in which the administration waits for the
Congress and the Congress waits for the administration and nothing
happens.

We could have had a very good reclamation program on public
Jands had the Department of Interior been aggressive enough to adopt
regulations and publish them and go forward with a leasing program.

There is a certain hazard involved in doing that because they then
become responsible for it.

Senator Mercarr. Senator McClure, for the record, regulations have
been published in the Federal Register and are in the comment stage
at the present time.

Senator McCrurg. It could have been done years ago.

Senator Mercarr. It should have been done years ago. And probably
would have been further advanced had we had a Secretary of Interior
or an Assistant Secretary at the present time.

I am in complete accord with the Senator from Idaho. It may be that
you ean publish and have adopted some regulations that would take
care of the whole question of the strip mining program.

I would rather have it enacted into statute and written in the
statute rather than the regulations. But certainly, until the regulations
are approved and agreed upon and published in the Federal Register,
you as the custodian of the public domain and the Federal lands
would not permit any leasing to go into permenant contracts until we
have had another chance to look at all of this business of strip mining
and reclamation and control.

Mr. Kreppe. Senator, thank you. Yes, I think that is a fair request
and I will try to give you a fair, positive response. I would also indicate
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to you that T agree with you. I would much prefer to see it legislated,
but T will not throw up my hands in futility and say I don’t think it
can be done by regulations, Because I think it is possible that it can be.

Senator Mrrcarr. It certainly can be. The Congress has delegated
to the Secretary of Interior the responsibility for leasing and main-
taining and administering the public lands. We have been derelict in
my opinion in failing to pass statutory regulations, and I think the
Department of Interior has been derelict in failing to approve and
adopt additional regnlations on their part.

Anyway, I think you have given me the response. I certainly wounld
not insist on an imordinate delay. T want to get to mining some of this
coal. I think it is a resource we need.

I don’t want to mine areas that should not be mined. I don’t want to
mine areas that cannot be reclaimed, but I think we should go forward
with the business of helping coal energy.

And T would not hold you to anything other than a reasonable
promise to give us an opportunity to pass this legislation.

Mr. Kreere. Thank you, Senator.

Senator Mercarr. Along the same line, we have attempted to have
reform of several regulations in the procedures and so forth down in
the Department of Interior. I agree with Senator McClure. I am not
yinig to ask you for specific answers of specific instances.

I was on the Migratory Bird Conservation Commission for a num-
ber of years. I enjoyed my experience on that Commission. 1. can
. are you going to have Secretary Reed give us cer-

o
2C

probably say, well
tain wildlife ref
questions.

T am not goin
Missouri, or anyth
mittee has made suggest
down there,

I don’t mean to deprecate it by saying it's an unwieldy
ment, but they have so many agencies. And some of them are in oppo-
sition to each other. BLM against the National Park Association was
an example the other day.

Will you give us the cooperation that we failed to have from the
other Secretaries of Interior in tryine to work together and commu-
nicate on departmental reform and improvement of proceedures?

Mr. Krpepe. I certainly will, Senator. T hope that it might go fur-
ther than that. The understanding wonld go. further than that.

T don’t think that you want to sit here as a committee and try to. in
fact. manage the Department of Interior. There is an understanding
that is necessary. If T am going to be over there, I profess to wanting
to be able to manage the Department.

From the standpoint of having input from this committee. the com-
mittee in the House, other Congressmen and Senators, we welcome
that knowing full well it has to be an item of disenssion.

We may not agree, but T will not lose respect for you and T hope you
don’t lose respect for me if we don’t agree. Becanse that is life in
America, and at this point I can say to you, yes, we welcome this kind
of communication.

uges? That’s at the point of my question or series of

o to ask you how you feel about the wild river, or the
ing of that sort. But from titme to time, this com-
ions for reforms and streamlining procedures

depart-
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Senator Mercarr. Personally T have enjoyed my relationship with
every Secretary of Interior. Some, in my opinion, have been more help-
ful for the legislation T was seeking than others but, nevertheless, it
]'l:'r\ been my l"‘[li'!':l'jh'l' that wi uld illl:l'.'l)\i' the n'-n':};|‘.|‘|;- :1T-I"i|
he cominittee and our parallel in the agency downtown.

l}n woeen Ui
We look to vou for leadership and guidance and I hope you wil] 1t ly

y up here in your legislat ion.
hen look into adoption of regulations and rules to pro-
entioned by Senator
Haskell with people from the Bureau of Outdoor Recreation, or the
National Park Service, or the BLM and find out what their recom-
mendations have been in spite of the fact that your decision has been
otherwise ?

Mr. Kreeer. From the
not violate any rules or laws that deal with the OMD ¢

on us for hel
Will you

1
i
i I
vide that we will be able to meet along the lines

commitment of ourselves, as long as it does
Tl ’l-.‘lu‘
Ve are to

l:~}
y

answer on a technical basis, yes. On an expert basis, yes.
have that communication.

Senator Mercanr. Senator MeClure, T have no more questions at this
time. However, Congressman, several members of the committee did
leave. T know they have other questions. We have set aside Thursday
to hear some other other witnesses, but I am going to ask you to come
back on Thursday. And if other Congressmen have further 111:".-—r-|f1|1=-'.
you will be the first witness to appear at 10 a.mn.

We will be in recess until 10 a.m.. Thursday, September 25, 1975.

[Whereupon, at 12:45 p.m., the hearing was recessed to reconvene
Thursday, September 25, 1975, at 10 a.mn. |
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THURSDAY, SEPTEMBER 25, 1875

T.S. SENATE,
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS,
Washington, .U,

The committee met, pursuant to notice, at 10 a.m., in room 3110,
Dirksen Building, Hon. Lee Metcalf. presiding.

Present : Senators Metcalf, Stone, Bumpers, Hansen, Hatfield, Me-
Clure, Bartlett, and Chiles.

Also present: Grenville Garside, special counsel and staff director:
Owen Malone. professional staff member for the majority Harrison
Loesch, minority counsel; and W. O. Craft, Jr., deputy minority
counsel.

OPENING STATEMENT OF HON. LEE METCALF, A U.S. SENATOR
FROM THE STATE OF MONTANA

Senator Mercarnr. The committee will come to order. This is a con-
tinuation of the hearing of the confirmation of Hon. Thomas S. Kleppe
to be Seeretary of the Interior.

At the conclusion of the last hearing, Congressman Kleppe was
asked to return this morning for additional questions from members of
the committee, snch questions as they might have.

We also have a full schedule of 10 witnesses for today.

As T understand it, you have been asked a series of questions that
have been submitted by Senator Williamns on behalf of the members of
the Labor Committee. There are some questions here that have been
handed me this morning from other Members of Clongress. Congress-
man Miller. from the Committee on Education and Labor, and I have
a conple of questions abont mine safety regulations.

All of these are written. We have a long schedule, so I propose. if it’s
all richt with yvou, Congressman, to give you these questions, have you
answer them in writing and put them in the record and then move for-
ward to hearing this long list of witnesses,

I don't think vou'll be required to come back except in executive
session on financial diselosure, which would have to be before the full
committee and you will be notified about that.

M. Kreere. Senator, that’s fine with me. As a matter of fact, I had
hoped that I could bring the responses to the first set of questions with
me this morning, but I didn’t quite get them all finished: I will be
very glad to do just exactly as you suggest.

Senator Mercarr. Do yvou have some questions?

(47)
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Senator Stoxe. My senior colleague, Senator Chiles, expressed an
interest in coming to ask a few questions about the Osceola Forest,
and T think, one or two others.

I'm ealling him right now to invite him down.

Senator Mercarr. Congressman, I'm going to submit these ques-
tions to vou.

I'll now call on our first witness, Hon. William H. Wilcox. Mr.
Kleppe, I may call you back after Secretary Wilcox’s testimony.

If, by that time, Senator Chiles is not here, I'll excuse you because
I understand you have another meeting. Staff will see that you receive
our written questions.

Mr. Kreree. Yon want me to wait, then, until after the first witness?

Senator Mercary. Would you, please?

Mr. Kreree. I will be readily available.

Senator Mercarr. Thank you.

Senator Mercarr, The first witness this morning is Hon. William H.
Wilcox. who is Secretary of the Community Affairs for the State of
Pennsylvania,

Mr. Wilcox, we're pleased to have vou here today at the hearing and
we're looking forward to your comments.

STATEMENT OF HON. WILLIAM H. WILCOX, SECRETARY OF
COMMUNITY AFFAIRS, STATE OF PENNSYLVANIA

Mr. Wincox. Thank you. I'm very grateful to the committee for
permitting me to appear here this morning.

I wish I could say that in every sense it’s a pleasure to appear before
this committee, but in a way there is little satisfaction in it.

It is no easy matter to speak against the advancement of a man’s
career, particularly a man who T do not know personally, and against
whom I certainly bear no ill will.

I say I don’t know him per=zonally, although T did meet with Con-
gressman Kleppe on two separafe oceasions, once with Governor
Shapp—well, T guess Governor Shapp was present both times.

It was only 8 years ago that thousands of homeless and propertyless
people in Pennsvlvania and other States, vietims of the worst flood in
this country’s history. were dependent upon the Small Business Ad-
ministration, and Mr. Kleppe's leadership, to begin restoring order to
their lives.

Let me interject ot this poinf. that mnch of what is in this statement
is supported hy records of testimonv at previous hearings of the
Senate. the 17.8. Senate and the T1.8, Tonse of Representatives. spe-
cifically the hearines before the Subcommittee on Disaster Relief of the
Committea on Public Works. May 11 and 12, 1973, in Wilkes-Barre:
and alzo the hearines hefore the Subeommittes on Water Resources of
the Committee on Public Works, IHouse of Representatives, Novem-
ber 6. 8. and 13. 1973.

The Senate hearvings. partienlarly. has nrovided ns with a nseful
source of docnmentation but T want to sav that we would be expressing
these concerns, perhaps. in a somewhat more general fashion whether
we had this material or not. but it does. to some extent. constitute
documentation for onr expressions for concern here. and we conld pro-
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vide the committee staff, if you like, the citations in these two docu-
ments. which tend to document the statements which we male here in
this statement. if that would be acceptable to the committee.

Senator Mercarr. I won't order that it be put in the record. Il ask
the staff to examine it. My own personal feeling is we don’t need addi-
tional documentation unless they request it.

However. if we do need further documentation, we’re cert ainly going
to rely upon your testimony and your statement rather than the
documentation.

So, unless vou he
to provide any further documentation.

Mr. Wircox. Thank you, Mr. Chairman.

As a State official in charge of coordinating State recovery efforts
in the hardest-hit section, the Wilkes-Barre-Wyoming Valley area,
[ saw firsthand what happened. I feel a responsibility to report what
[ saw to this committee. I should say that I'm speaking with Governor
Shapp’s approval, In fact, he said, “Tell them you’re speaking for

ar from the members of the staff, you do not need

me, 100.”

What happened in the wake of Tropical Storm Agmnes is relevant in
two important ways to Mr. Kleppe’s nomination. First, if was a test
of his administrative ability, flexibility, and sensitivity to the people
whom government serves.

Second, T sugeest. it gave some insight into his attitudes on matters
for which he would be responsible as Secretary of the Interior, partic-
ularly flood-plain management and the prevention of futurve flood
damage—important long-range environmental issues.

There is much to say, and I want to speak briefly, but at the same
time make clear that what I say is not simply my own opinion, but
reflocts a concensus of those who observed SBA during the flood

recovery.

I have already referred your staff to the record of a hearing by
Senator Burdick’s Subcommittee on Disaster Relief in Wilkes-Barre
in May 1973. Dismay and concern about SBA’s performance is one
of the constant themes of that record, from the opening statement by
our senior Senator, Senator Scott, to the concluding letter from a flood
vietim.

The lack of respongibility shown by SBA at a time of crisis was so
complete that T fear you will find it hard to helieve. For a year after
the flood. SBA’s most important office, in Wilkes-Barre, had no con-
cistont direction or leadership. Directors were sent in and shipped out
so fast that even now it is impossible to get an accurate count of how
many there were.

The Jowest estimate on record, from a flood vietim, is five directors
in & months: the highest estimate, from the present chairman of our
Honse Republican Caucus, is 11 directors in 10 months.

To people in chaos, SBA brought more chaos. We have documented
cases of disaster loan applications from businessmen which took SBA
more than 114 years to process,

If the State hadn’t moved in with an interim loan program, hundreds
of flood-damaged businesses would have gone bankrupt. In fact, the
State underwrote close to $30 million worth of loans for businesses
to carry them along until the SBA loans could be processed.




But the impact of SBA's shortcomings on individnal homeowners,
ordinary citizens, was even more severe. They were given a series of
arbitrary deadlines, most of which were extended at the last minute
after State pressure, not always by SBA but frequently by Frank
Carlucel, the President’s representative.

They faced long delays, inconsistency, and refusals by SBA staff
to clearly explain decisions or even inform them of their basic rights.
such as the right to appeal a loan reduction or refusal. That, again, is
documented in some detail in these notes of testimony.

One of the flood vietims who testified before Senator Burdick’s com-
mittee put it this way: “SBA totally demoralized so many vietims.
many of whom settled for less than they were entitled to, that they
did less than they might have to restore their lives to normalcy.”

The saddest part of the record is how SBA treated the most vulnera-
ble flood victims. Senator Scott and many others—and I was just read-
ing, and I have here a clip from Congressman Daniel Flood from
Wilkes-Barre to the American Friends Service Committee—have ex-
pressed dismay, and really strong dismay in many cases, at SBA’s
treatment of the elderly. Many senior citizens were not advised of their
rights to have loan payvments suspended ; many were offered loans with
economic terms too harsh for them to afford.

One indicated in here that the loan repayment schedule was equal
to the retirement benefits that the senior citizen was receiving cach
month. so he wouldn’t have had anything left to rent a home or to feed
himself.

Many were offered loan terms. as T say, that were too harsh for them
to afford, and many were treated rudely. Compassion and conrtesy
toward the senior citizens was the exception of SBA. not the rule.

At the same time, the Pennsylvania Human Relations Commission
found many of SBA’s personnel completely ignorant of State and
Federal human rights laws.

Until the State took it to court. for example, SBA refused to even
consider disaster loan applications for people who were on probation
or parole,

I should say that SBA’s position was not to even consider these
people for the $5.000 front-end forgiveness, until we threatened to take
them to court.

Of course, it was an unprecedented situation. and SBA. like all of
us in Government, faced unprecedented strains. including the need
to hire large numbers of people quickly.

Errors in such a situation can be expected and can be forgiven. Re-
fusing to deal with the situation cannot.

Yet, that was SBA's stance. There was a secrecy and defensiveness
that permeated the entire organization, and cooperation with other
agencies was, at best. sporadic, and I would include Federal agencies
in that, as well. The Controller General of the United States indicated
some of the problems of SBA coordinating with other Federal
agencies.

Let me cite a few examples: SBA refused in the first days after
the flood, as it had refused after a 1971 flood in Chester, Pa.. to join
with the State in setting up one-stop centers for flood victims. Eventu-
ally, after some persuasion, SBA i.lid send some of its personnel into-
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a few of our centers. The outreach to the eitizens out in the rural areas,
and the aged people out in the rural areas, was carried on by the State
and not by SBA.

SBA generally refused to attend meetings held by or for flood
vietims. :

For a while, SBA refused State offers to help in the distribution of
loan applications. In fact, SBA was always strict to the point of un-
reasonableness in making applications available.

When the Governor’s wife personally asked to see an application,
she was given one with the word “COPY” first written across it so
that it could not be duplicated.

At one point, we ran off several tens of thousands of copies of a
HUD form on SBA’s assurance that it could be used by flood vietims
applying initially for disaster loans; then SBA changed its mind and
said it wouldn’t accept the forms,

Worst of all, SBA simply refused to let anyone from outside the
agency have access to its regulations, as ineredible as that may seem.

For months after the flood, we were as ignorant as the average flood
vietim of the standards and procedures SBA used in making its de-
cisions, decisions which varied from place to place, and time to time.

At a meeting in my office, 9 months after the flood, in the presence
of a Pennsylvania deput attorney general, I asked SBA officials for
a copy of the regulations and was flatly refused. They said the most
that they could do was to permit us to copy portions of the regulations
by hand.

Senator Mercarr. I'm disturbed. I think if that had happened in
the State of Montana, and I wager in the States of Wyoming, Oregon,
and Florida, had you brought this to the attention of the committee,
either of your Senators, they could have obtained those regulations
for you.

Mr. Wircox. I had thought, Senator, about what other things were
the advantage of hindsight, one of the other things that we might
have done at that point to get the regulations, as the next sentence or
two indicates, that by less formal means we did get the regulations.

I do think you have to keep in mind that even at this time after the
flood, we were working a good many hours a day more than 8, and
there are things that we might have done, with the advantage of hind-
sight now, that we didn’t do to follow up.

The simple fact was that we were told, by implication at least, to go
sue to get the regulations, and perhaps we should have contacted Sena-
tor Schweiker or Senator Scott. I have no recollection that we did, but
we're really here testifying about the problems with SBA and not our
shortcomings, and I would be quick to concede that, perhaps, we should
have followed up mere intensely.

Senator Mercarr. I just want to make the record clear on my point
that I'm sure had you just gotten on the telephone to Senator Scott, for
instance, who's minority leader of the U.S. Senate, you would have
surely gotten those regulations very quickly.

Mr. Wircox. They were responsible officials of the regional office of
SBA whom we met, who simply refused to make the regulations
available.




Senator Haxsex, May T raise one question here ? HHow many months
time elapsed that you didn’t have regulations, despite your efforts to
get them from SBA, and it never occurred to you to go to the Members
of Congress?

My, Wircox. We did not seek the regulations immediately after the
flood. It was when we began to realize that there was a good deal of dif-
ferenece in the administration of SBA policy in different sections of the
State and at different times.

Senator Haxson. Put your own time frame on it. Just tell me how
long you were denied them. I’m just amazed. I share in Senator Met-
calt’s ineredibility that you wouldn’t have thought to have gone to a
Member of Congress for help.

Mr. Wircox. I'm not, offthand, sure that we didn’t. T just don’t hap-
pen to recall any specific instance where we did.

Senator Mercary. Mr. Wilcox, Senator Chiles is here. He tells me
that he's having a markup in another committee. T wonder if vou would
allow me to ask you to stand aside and recall Congressman Kleppe so
that he ean be interrogated by Senator Chiles, and then you can resume
your statement.

Mr. Wircox. T'd be more than pleased to do that, sir.

Senator Mercarr. Thank you, sir.

Senator Crrres. T want to thank the witness for allowing me to do
this. T understand that Congressman Kleppe is pressed also, and I ap-
preciate this very much.

Senator Mercarr. Evervone is very cooperative this morning.

Congressman Kleppe, this mavbe is the next to the final episode in
your appearance before this committee before we interrogate you on
your financial disclosure.

We now have Senator Chiles here, and there’s no 5 minute rule.
You're on.

Senator Crrres. My question will only take a few minutes. Let me
say that T was delighted to hear the answers that you gave to my
distinguished colleague. Senator Stone, in regard to the Osceola For-
est. This is something that’s been a tremendons concern to us and, T
think, a tremendous concern to the people of Florida, T am referring
to the prospect that approximately one-third of this national forest
could be destroyed by strip mining under any kind of guise or idea
that this is sort of compatible with the concept of multiple use of
forest land, that you could have a multiple use that would allow you
to destroy one-third of the forest.

We think it would do irreparable damage and never be restored the
way it is and we think it is such a treasure now for the people of
Florida. So. T was delighted to hear your answer.

The only thing that T wanted to advise you of, perhaps, or to get
Yyour concentration on also, is that my understanding was that you
said—which T think could well be true. that if you delayed this for
additional studies, and T understood you to say that those studies could
take 2 to 3 years to see what adverse effects would take place, that
there could be some lawsuits. And, as the results of those lawsnits,
that you have no way of knowing what would happen in regards to
the permits that were issued under the mining act for the exploration
permits,
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The only concern that T have in that regard, and I certainly recog-
nize that any one of the permit holders could file suit, is that I would
hope that Interior would be putting forth the strongest possible suit,
or defense, that they could put forth.

I'm a little concerned. and I might as well put it on the table, the
Solicitor in Interior has been sitting for 18 months in rendering an
opinion as to whether the permits needed to be issued or not.

I have submitted a brief to the Solicitor, or the then-Secretary of
the Interior Rogers Morton, which I’m sure got into the hands of the
Solicitor, and we haven’t had any answer, really, with regard to that
brief,

My concern would be that if we're going to have lawsuits, that In-
terior is going to set forth the strongest case that we could possibly
set forth for the protection of the area. T think that wonld have to
be that NEPA would override the mining act; that the Endangered
Species Act, being a later pronouncement of Congress, would also be a
factor, and that every other thing that we could think of—and the
point that you've mentioned, the danger to the water, et cetera—that
all of those things would be included.

My concern would be that you wouldn’t have a lawsnit set up on a
weak point that when the permit holders were able to win that law-
suit, t|]|r'n we could say we've done everything we could—they sued us

and we lost the lawsnit.

The only point that T wanted to raise, and T did want to appland
your answer—I'm delighted to see that kind of feeling on the part
of one I think is going to be Secretary of the Interior, but T also

wanted to raise the additional point that I think Interior, T would
hope Interior, would set forth the strongest proposition in resisting a
law suit. if one came at this time, to issue.

Mr. Kreppe. Senator Chiles, thank yon very much for those ob-
servations. I think I read very clearly what yon're saying. I'm pleased
that you know of the colloquoy that Senator Stone and I had. 1 said
that in good faith beeause I see that as the circumstances.

T would add one other thing that T don’t believe I said to you, Sen-
ator Stone, and that is that I'm very aware of the considerations, gen-
erally, of the people in Florida. I'm talking about the political Jeaders,
and T think most of the people in the State of Florida, whom I believe
agree with the position that you two gentlemen have expressed. That's
another thing T want to add.

Having said that, I know you don’t expect me to make a commitment
dealing with the legalities of future developments. Youn have qualified
that very carefully.

May I comment on your observation about the Solicitor dragging
his feet for 18 months.

Senator Carves. Yes, sir.

Mr. Kuepre. Without knowing more about it. would it not be pos-
sible that you conld consider that a positive measure from the stand-
point of your position in Florida?

Senator CriLes. Yes, sir. It's possible.

Mr. Kuepre. T just raise that. It strikes me as possibly something in
his favor. '
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Al T would say. from Tom Kleppe's point of view. is that T recognize
that there are serious problems, and that thoese involved are greatly
concerned. The Department of the Interior would take this into
consideration.

I have to qualify, again, that I try to stay away from legal matters
without good legal advice, because I'm not an attorney, as you know.
I depend heavily upon the people I trust to give me that kind of guid-
ance. But. from the standpoint of all of the observations made regard-
ing Osceola, I think we have an understanding on the table and I think
I can read vou clearly: and I hope you read my observations clearly.

Senator Crrres. T think so and T appreciate your observations. Cer-
tainly you're not an attorney., and T recognize that, but I think if you're
asking an attorney to defend you as the Seeretary of the Interior, you
would be the defendant in a law suit

Mr. Krerer. You might have a few suggestions, is that what you’re
saying?

Senator Carres. T would hope that you would want that attorney to
bring forth every defense that he could possibly set forth. That's the
point I really wanted to try and make.

Thank you very much.

Mr. Kreepe. Thank vou.

Senator Mercarr. Thank you Senator. Senator Stone?

Senator Stoxe. Just to conclude this line, and T thank you for re-
sponding to mv senior colleague in this fashion—What Senator Chiles
and T are urging youn to do as the prospective Secretary of Interior,
if confirmed. is that at the time that the Department of Interior makes
its deecision and its findings and conclusions and its rules, before and
in advance of any law suit. possibly, that if there are four reasons
for denving strip mining in the Osceola, use all four.

Mr. Kueree. Thank yvou.

_ Senator Mercarr. We should have quit while we were ahead but
Senator Bumpers is here and he wants to ask some questions. too.
Senator Bumpers, you have the floor.

Senator Boareers, Mr. Chairman, T apologize for holding up the
proceedings here, I've been off saving the ozone.

I have only two or three short questions that may have already
been covered but T'd like to hear your responses for my personal bene-
fit. and T admit they are personal because T think at least one part of
this has been covered, and that is vour feelings about the leasing of
coal lands pendineg no strip minine hill.

Mr. Kreepr. Senator Metealf and T have had a fair amount of
dialogne on this partienlar question. and, as T recall our econversation
on it. it hoiled down to givine Coneress a chance to leoislate.

_ Then T believe T said that it would be the best of both worlds to have
it legislated: to have it passed by the Congress and have it signed
by the President so there’s a policy. ‘

T \\‘il_l not. at this point, accept the fact that it cannot be done by
1'(’5‘-'_:|I:mrm. Therefore. we're looking at something down the path.

Senator Bumreers, What is your personal feeling about the bill the
President vetoed ? | I I

Mr. Krerre. T guess T would have no specific comment on that.
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Senator Buarpers. T say that because when T was a Governor, my
department used to get in trouble trying to be loyal to me.

Mr. Kreepe. Thank you for that.

T have no particular comment on that. T know how the President
feels about the development of our resources for energy purposes,
but T would have no specific comment abont the veto aspect of it.

Here again, I get back to some of the conversation that Senator
Metcalf and T had on this, Something needs to be done in this area and
there are one or two ways to accomplish the objective. I think I've
just covered those.

I just believe that with proper communication of the principles of
the administration and the principles of Congress that we can do
something about this,

Senator Buarers. Would yvou agree with this statement that the
coal companies in this country would be reluctant to make significant—
and I'm talking about fairly mammoth investments in the development
of coal. raw coal, the synthetics that come from it, and so on, unless
they have some fairly good guidelines that they consider as permanent?

Mr. Kueere. I think so, Senator, I've been in the business world
Jong enonngh to know that when you're dealing with the public’s
money and you are the executive officer of a company entrusted to
malke a profit, von're going to take a look at every aspeet mentioned in
vour question. Therefore, I think they’re going to have to be satisfied
that there are some assurances in the guidelines, whether legislation
or regulation.

Senator Buamrers, Even though some States, and the argument is
made that there are many States in this field, and there are: and I note
that we passed a strip mine bill when T was Governor of my State
which isn’t nearly as stringent as it ought to be.

Mr. Kueere. North Dakota just passed one in their last session that
ended early this year and it’s a very strong strip mining bill.

Senator Buarrrs. Well., the President said—and I'm not asking vou
to respond to it—but he said, set out the various productions you lose
if vou sign that bill. T agree very strongly to that because I felt the
truth of the matter was that you lose production by his veto simply
heeanse there would still be no eunidelines to gnide the coal companies
in makine their ealeulations as to what their cost was going to be in
the future. As long as they have uncertainty hanging over their head,
I don’t think they’re going to make substantial investments.

Let me oo to another thing. Have vou read the offshore drilling pro-
visions. the amendments to the Leasing Act as they relate to offshore
drilline?

Mr. Kreere. You mean the Outer Continental Shelf?

Senator Buareens, Yes.

My, Krerre. The up-to-date on the dialogne that we've had on that,
Senator. is that the leasing time has been postponed and that T have
agreed with Senator Haskell that T would look at these provisions
from the standpoint of the bonus vis-a-vis a profit method of how to
malke provisions for those submitting bids.

I did agree that T would do that.
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He asked me, and T agreed, that T would request the Department
of the Interior to postpone action until T could look at the situation.
We had a disenssion and I wanted to be sure that he understood that
T couldn’t give orders to the Department of the Interior because I'm
sitting here as the Administrator of SBA today.

He told me later that he nminrl{oh nnderstood my answer on this
and that if it was satisfactory. So, T say that I will be looking at it
very carefnlly before this is all done. not only from the st: mdpoint of
the bonus versus the profit method but also all other aspects of Quter
Continental Shelf leasing.

At the same time I say this. you and T know that there is expediency
in this project because of the importance of development. It's probably
the fastest source of new energy that we can get for this country and
there have been some scheduled Teases, as you know,

Senator Boawrers, Yes,

The reason T bring that up, and T don’t want to explore the whole
thing here this mornine because T know it’s been gone into before, but
the one thing T'm extremely anxions about is, as yon know, there are
ten different eptions within that that the Secretary has available to
him for leasing the Oufer Continental Shelf,

Mr. Kreere. No. T did not know all this,

Senator Brareers. There are 10 and T believe all of them give the
Secretary an n|||-n1nmll\ to take care of small producers and inde-
pendent producers because this requires a very capital and intensive
type exploration, as you know.

We were extremely sensitive to what we thought was the necessity
of protecting these pm]ah‘ T trust vou appreciate that same prob lem?

Mr. Kreeer. T do, Senator. T think my last 414 years could add a
ereat deal of credence to that partienlar point.

Senator Buaeens, Havine come from the Small Business Adminis-
tration, T wonld think vou’d be aware of that.

The next thing is reallv not related so much to your department,
this deals with the national forest.

Do vou have anyv feelings about elear cutting? T might add that
during the hearings and markup in this committee on the strip mining
bill. we defeated a proposal to mine the national forests, Only 4 per-
cent of the numbers of known coal reserve in this country are in the
national forest but there’s a proposal to mine that.

My personal feeline is that as long as it's only 4 percent there, we
should get the other 96 percent first. We were able to beat that down
here and on the floor of the Senate, both. T felt very strongly about that
and T might say that T have very strong feelings about clearentting. I
want to know vour feelings on it.

Mr. Krerere, Not knowine which way your strong feelings go——

Senator Buarrers. I'll never tell.

Mr. Krepre. Please. don't take my comments to indicate that T feel
that T know a oreat deal about clearcutting, I think T can say this
honestly. that it is a method that ean be abused.

From a technieal point of view, T believe that it would be pm-ib]p
by virtne of proper planning, proper scientific methods, that clear-
cutting might be used advantageously, and that the environment, and
the esthetics. and ever vthing else about the productivity, could be pro-
tected and handled pr npmh
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That's one open-ended response, but I do believe there are pos
ties both ways. -\I.\' l’rl-l-llr;_-' !:»-l:l‘\ 15 that « learcutting, per se, could be
rather devastating if abus d.

Qenator Boareens. Mr. Chairman, Iwon’t take any more time.

Qenator Haxsex. If my distinguished colleague would vield just
for an observation for whatever relevancy it may have for the record
at this point. Let me say that 1 was one that did not favor the complete
ban on strip mining in national forests.

Persons who have been in the State of Nevada undoubtedly are
aware that we have about 5 million acres of national forest without
a tree on it. There are many, many thousands of acres throughout the
{nited States that are contained within the national forests that don't
have any trees on then.

The trouble. though, it seems to me, in taking a hard and fast posi-
tion acainst strip mining in national forests tends to overlook what
the facts arve in a preecise locat 1011,

Mr. Krerre. I agree with that.

Qenator Hansex. 1T vou have a little finger of national forest land
runnine down. on which there are no trees and which intersects BLM
lands. heavily underlain with coal, and there is logical mining units,
then 1 favor giving the Secretary of Agriculture the authority to at
least advise the other Secretaries, and the Secretary of Interior spe-
cifieally. as to his recommendation.

[ don't think any of us want to see strip mining go in and rip up
oveat areas heavily forested. On the other hand, if we're concerned
about the cost of electrical energy to people, and I gather there is a
growing concern in this country, it doesn’t make sense either to arbi-
trarvily exelnde certain areas for no vood reason at all except that it
happens to be national forest land, and to say there can be no strip

minine there.

I think that these things can be approached in a very reasonable
fashion on & case-by-case basis and let there be a judgment made as
would =eem indicated from the facts on the eround.

I know that point of view didn’t prevail. We were beaten on the
floor of the Senate. but T must say that there's a lot of emotion tied
ap in such terms as “national forest .7 and T can well understand and
emphathize with people that say, let’s keep them out of the National
forests.

I think it would be more realistic and would be more responsive to
the et nle of this country, who are 1!“\"?“'_{' to overcome a very Serions

tage. to at least be willing to take a look on the ground
of what the ;

I thank mv colleague for allowing me to interrupt.

Qenator Brarpers. I thank you Senator, and just for clarification
let me sayv this, that T have no objection to elearcutting in the national
forests where there are no trees.

Mr. Kreppe. This is what T gathered from Senator Hansen's obser-
vations: it's a perfect indication of each sitnation being different. I
wonld like to assure this committee that T will take as fair and honest
approach to all of these pr yblems and issues that involve my authority,
my jurisdiction, as 1 possibly can. T will always be interested in hear-
ine both sides of every question.




Senator Mercarr. May I comment that it may be taken out of all
of our hands by the decision of the fourth circuit in the Monongahela
National Forest case, anyway,

My, Kreeee. I understand that's possible, too.

Senator Harrrern, I was going to make that comment but I wonld
like to take one step further the observations of the Senator from
Wyoming. As one who's been attempting to bring about the reforest-
ation of some 3.3 million acres of Federal forest Iands that have been
cut over and not reforested, I would say that these lands to which
the Senator from Wyoming referred are over and above even those
3.3 million acres that can be and should be, and should have been re-
forested long ago. Hopefully we will have that done if we can main-
tain our budget level over the next 10 years,

Mr. Kvreere. Senator, may I ask you, has that most ly been a budget
problem as to why they haven’t been reforested ¢

Senator Harriern, It's been strictly a budget problem but not
limited to the matter of appropriating money because we have to have
& 2- to 3-year lead time in developing the planting stock to use for the
reforestation, and you can’t grow trees on an annual budget base. We
have to make commitments a little longer than that.

That’s been primarily a budget matter that has not been the negli-
gence of the Forest Service but it’s been the inability of the people at
OMB to raise their vision and to exercise a reasonable mentality to-
ward this problem. They have, as I've indicated before, strictly an ac-
countant’s approach. They’re looking at a ledger and they’re not look-
ing at the investment and the return on the investment.

1 just want to emphasize this point becanse I think the Senator
from Wyoming, Mr. Hansen, has made a very good point and that is
that when you talk about Federal forest lands, we ought to be more
definitive. We talk about them in one way with great reverence and
then we treat them in another way with complete irreverence and dis-
dain as our failures to reforest and properly manage those forests
show.

I don’t think that under the multiple use concept that there need be
incompatibility but I think it’s got to be very carefully planned and
very carefully selected as to what areas might be open for mining. 1
have a predisposition against it but I do not deny the fact that there
may be areas designated as Federal forest lands that land themselves
to mining because there are no trees there now and we don’t have any
plans to reforest them, perhaps we didn’t even have forests there in the
memory of man, I would, however, be not destroying forestry re-
sources or potential forest stations by mining.

That obviously represents more of the view from my State, but at
the same time I think the Federal forests are national resources that
have to be looked upon from a national base. The national base today
ig primarily housing needs, and we're not meeting that housing need.
It’s not only an economic matter but it’s a social problem in this Nation
today.

We have only ene resource that’s renewable: one that can provide
the building materials to meet those housing needs and that’s the forest
resource.
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It cannot be met if we're not properly managing those forest lands,
and I know the Interior Department has only limited responsibility as
it relates to some of these lands because most of them are in the
Forest Service of the Agriculture Department where it’s always been
a stepchild.

Hopefully, one of these days, if I live long enough, we'll bring those
forest lands all together under one single management, and hopefully
under the Interior Department, certamly out of Mr. Butz’ Depart-
ment. That’s what I'd Iike most of all. But I don’t want to personalize
it that muech because none of his predecessors had any more knowledge
of forestry than Mr, Butz, who I doubt knows the difference between
a spruce and a fir, but that’s another subject.

Senator Haxsex. If my colleagne would yield, may I share the
blame a little bit, among others. I gather that even Mr. Butz doesn't
have exclusive jurisdiction, if my memory serves me correctly. I think
that the Tussock Moth moved into parts of your State, and despite
Mr. Butz's advisors’ recommendations, there was yet another agency
that said don’t worry about this little butterfly, he’ll move away very
quickly.

Is that not right?

Senator Harriern. We must give Mr. Butz credit. T must say to my
colleague that he did give us support on the Tussock Moth; that’s true.
That’s true with any of our resources. No single department, probably,
has exclusive decisionmaking over the use or the policies governing
those resources. EPA has a very important role and I would like to
sustain that role of EPA, but also hopefully to see it recognize the
need for flexibility when the facts warrant—in particular the Z'ussock
Math case—where they were a little reluctant to move even when the
facts were before them.

I’'m only pointing out that we do have these problems in the Federal
forest lands as between BLM and Forest Service, and using different
measurements, different eriteria, and basic philosophy in some in-
stances. Mr. Kleppe. I'm looking to you as the potential new Secretary
of Interior to provide, perhaps, extra strong leadership in the Federal
forest lands under vour jurisdiction because of the fact that the Forest
Service, as I see it, in the Agriculture Department is still pretty much
relegated to a secondary role or to a stepchild relationship.

I think we need that kind of strong leadership from the Secretary
of Interior to influence, perhaps, some of the areas of the Agriculture
Department that put the forest land into less than the priority than I
think it belongs.

Thank you, Mr, Chairman.

Senator Mercarr, That’s a splendid argument for my forest bill
that vou and T fought about in the last Congress.

Senator McClure, do you have any questions?

Senator McCrure, No questions.

Senator Mercarr. I'm going to excuse Clongressman Kleppe, but I
do want to make an additional comment now that yvou're here.

Yesterdav we had testimony from representatives from the De-
partment of Interior. and we had testimony from representatives from
the Department of Agriculture. The Interior representatives, in my
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opinion, were very derelict in responding to eommunications from the
chairman of this committee, Senator Jackson and Senator IMTaskell.
They came up with testimony on the Alaskan claims proposition that
wasn't responsive to the needs of the legislation and wasn't responsive
to the needs of the committee.

In continuation of the dialog we had at the conclusion of our last
hearing, I would hope that while I know that vou and I are not going
to always agree on legislation, that you'll make some decisions down
there so that Congress can move forward instead of delaying and
delaying and studying and studying and never coming to any
conclusions.

I think that both Senator Haskell and T were very unhappy with the

[f vou are confirmed, it
thing is that you are our representative down there, this committee’s
representative down there in the executive department, and that you
oot some decisions up here. Then Congress ean move on it.

Mr. Kreere, Senator Metealf, 1 consider that an attitude that we
oucht to } 1id the day before vesterday
I like to consider myself a man of decision and not a procrastinator. I
hope to communicate that to all of my colleagues so that they can
T'l’.‘-‘|-u1u3.

You and T know, and all the rest know. that we're not always going

to agree. If we put our cards on the table then something can be done,

and that’s the objective.
Senator Mercarr. We always have a responsibility for inquiry into
possible conflicts of interest, as you know. I understand that you've

entered into a blind trust.

Mr. Kreere. Yes. Senator, 4 vears and S months ago.

Senator Mercary. When vou went into the Small Business Adminis-
tration.

Mr. Krerpe. Yes.

Senator Mercarr. Senator Jackson made me chairman of an ad hoe
committee to inquire into the matter of publie financial disclosure by
candidates for confirmation. T have been derelict, as T've criticized
others. T haven’t gotten a report out. We have to consider suggestions
that we amend the committee rules. It’s never been brought up to a
full committee.

Would you have any objection to making a public disclosure of your
finaneial statement?

Mr. Kreere. Senator. this is absolutely a nonsensitive question for
me. The answer is “yes.”

Senator Mercarr. The answer is “yes,” you would not have any
obiection ?

Mr. Kreere. T have no objection.

T need to add one thing to that. This blind trust has been in effect
for 414 vears. The sworn statement that T have given, certainly may
he revealed. but that does not give the amount involved in the blind
trust becanse I don’t know that amonnt.

Senator Mercarr. I understand that.

Does anvone else have anything further? Tf not. we’ll excuse vou.
As vou know, T submitted some questions to you about the Coal Mine
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Safety Act. Senator C'ranston has submitted some questions about the

special areas in California.

I would hope that you would get those responses out in writing as
soon as possible and as soon as they’re ayailable I hope that the staff
will make them available to the interested parties and members of the
press that are concerned.

\Mr. Kigepe, Senator Metealf, T will go to work on those promptly.

May I make one observation !

Senator Mercarr. You certainly may.

Mr. Kieepe, I would be remiss if 1 didn’t say a special word of
thanks and appreciation to the staff of this committee, both the minor-
ity and majority side. They have been, in my judgment, outstanding.

One other thing. The reporter who was here on Tuesday eame out
with a transeript that’s the best I've ever seen in my experience in
Congress. I'm sorry that it isn’t this lady but whoever 1t was, it was an
ontstanding job.

Those thank-you’s are besides my thanks for your appreciation and
your courtesy.

Senator Mercarr. Theyll be appropriately noted in the record and
called to the attention of those people who merit that consideration.
Thank you.

Senator METcALF. We now turn, with a great deal of gratitude to
Mr. Wilcox who ean continue his presentation and discussion.

I want to say, Mr. Wileox, that I'm going to direct the staff to ex-
erpt and summarize that hearing that was held before Senator Burdick
and Senator Scott that you've referrred to, so that all members of the
committee will have the benefit of the material that you've presented
today.

STATEMENT OF HON. WILLIAM H. WILCOX, SECRETARY OF
COMMUNITY AFFAIRS, STATE OF PENNSYLVANIA—Resumed

Mr. Wincox. T appreciate that very much, Senator. I suppose it
won’t surprise you that I've had, during this interval, an opportunity
to take a look further on the line of questioning that was raised before
Mr. Kleppe eame back.

[ want to be sure that the facts, as T understand them, are clearly
conveyed to the committee. I'm not saying that we did not contact the
Senators. 1 just don’t recall, personally, having contact ed either Sen-
ators or their stafl. It may well be that the attorney general or the
GGovernor’s office made such contact.

[ don’t share the certainty that was expressed earlier that that kind
of contact would. in fact, produce the regulations, because as noted
here in the testimony, and I read the sentence from my testimony : In
the record of Senator Burdick’s hearing after Senator Domenici’s
request to an SBA official for a copy of the regulations, it is noted that
“The information requested was not received in time for publication.”

It might be interesting if inquiry could be made to find out whether
those regulations ever did finally end up in the committee file.

Senator Mercarr. That’s exactly the kind of matter that T was talk-
ing to Congressman Kleppe about a minute ago about delay and dere-
liction in supplying us with material, and T hope that that won't hap-
pen again.

50-116—75
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Mr. Wircox. If I might vary from the admonition earlier, just
briefly, I would note that this particular matter is recorded on pages
1272 and 1273 of the Burdick hearings in Wilkes-Barre. ‘

Senator Mercarr. I'm glad you had opportunity to look that up in
the hearing and make the record explicit.

Mr. Wircox. The reasons for SBA’s behavior are more than I can
understand. You may be familiar with testimony in 1973 before the
House Subcommittee on Small Business by a former SBA official who
alleged—and I emphasize that it was an allegation which as far as
know has neither been proven or disproven—the decision was made at
the highest levels of the agency to downgrade Agnes from a Class A
disaster to Class B disaster, which meant it would have less of the
agency’s time and resources.

As I say, I frankly do not know whether this charge was ever re-
futed or substantiated.

Whatever the case may be, I have no doubt that responsibility for
SBA’s performance must lie with Mr. Kleppe, to a large extent. If
you go through the record of Senator Burdick’s hearing, you will find
some praise for the SBA. But even those who are strongest in their
praise, specifically a bank president from Wilkes-Barre, and a highly
respected Federal judge also from Wilkes-Barre, they felt compelled
to voice their dismay with the way SBA operations were run, even
if theyido not pursue the question of responsibility for that failure.

I cannot accept the picture of Mr. Kleppe resting above some re-
sponsibility for what was going on below. He has testified publicly
several times about the strain that the Agnes recovery effort placed
on his operation. He was aware that there were problems. In fact. 1
was present when Governor Shapp told him so.

As the months went by, the problems caused by SBA not only did
not decline, but seemed to grow more numerous,

One instance in which we provoked a direct response from Mr.
Kleppe, and I think it’s germain to the position which is now being
considered, almost made us sorry that we had. That response had
some important implications for policies that might be pursued by
the Department of the Interior.

For months after the flood, SBA insisted that flood victims conld
only use their disaster loans to inove back into the flood plain: more
specifically, to move back to the property from whence they came that
was flooded. Relocations to a new property away from the river and
out of the flood plain were discouraged even with the flood vietim’s
had been severely damaged.

In the words of an Under Secretary for Relief for the International
Red Cross—at least now he's in the position—flood victims were “en-
couraged or forced to stay in the flood plain, through the assistance
of the SBA loan.”

I expressed my dismay about this situation in a letter to Senator
Seott. Mr. Kleppe responded to the Senator that it was “essentially a
State and local problem.” ;

As I reread that exchange of correspondence last night and again
this morning, I have come to the conclusion that, really, Mr. Kleppe
missed the main point of that correspondence which was that we ought
to be sensitive to the land use implications of how we use the Federal
money.
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This stance was in direct violation of Presidential Executive Order
11296 of August 10, 1966, which states, in part, that all Federal agen-
cies “shall, as far as practicable, preclude the uneconomic, hazardous
or unnecessary use of flood plains” in connection with Federal
expenditures.

It also violated an agreement reached between the Commonw salth
of Pennsylvania and the Federal Council on August 1, 1972, a month
after the flood to promote relocation of housing away from areas
where the risk of future flooding was high.

I find something terribly disturbing in Mr. Kleppe's airy delegation
of the flood plain matter to local governments which in some cases just
barely existed after the flood and to a State government which had
much less leverage on the problem than his own agency.

It is one of the worst cases I have ever seen of a governmental official
putting on bureaucratic blinders and refusing to be responsible for
the wider implications of his actions.

Tt was one of the first things that came to mind when T read in the
newspapers that Mr. Kleppe had been nominated for Secretary of
the Interior: an agency, which T needn’t remind you gentlemen. has
enormous environmental and land use responsibilities and which
you've just been talking about in the last few minutes.

if the Susquehanna River floods again, and if the many families
who live there, becanse Mr. Kleppe left them no choice, are once again
driven from their homes, I would not, for the world, want to be in
his shoes, having to defend that position.

We asked if the Small Business Administration would at least for-
aive the loans of those flood victims who relocated in the flood plains
and then had their properties taken by urban renewal. Otherwise, those
flood victims would simply have had to take their urban renewal money
and hand it over to SBA. They would have been left with no home
and few, if any, funds for buying another one.

Mr. Kleppe's response. in his letter to Senator Scott, was to express
dismay that Pennsylvania, in cooperation with the T7.S. Department
of Housing and Urban Development was giving preflood value to
flood vietims whose homes were taken by urban renewal.

In this way, we helped to make financially sound some of the families
who had suffered the greatest losses from Agnes.

Myr. Kleppe's complaint that this left some flood victims “without
the burden of bearing personally any portion of the disaster damage
[they have] sustained.” He said that they were being treated “unlike
any other disaster victim outside an urban renewal area.”

I think most of the damaged homes were, in fact, within the urban
renewal areas of Pennsylvania.

His attitude was aptly summed up by a headline in a local news-
paper: “Equal Destitution, for AIL”

The coldness and insensitivity which characterizes Mr. Kleppe's
response in these matters seems to me a reflection. if not in fact, the
source of the coldness.and insensitivity which his ageney exhibited
during the entire period of flood recovery. ; .

T asked a woman who was a tireless advocate for flood victims in
the months of recovery to join me at these hearings. She declined, and
wrote me as follows : “Do vou really think that anyone’s testimony will
change anything as far as Mr. Kleppe's appointment? T don’t think <o,
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but don’t let me discourage vou from testifying. You can tell them
how arbitrary, disconraging, and inept his appointments, rulings, pro-
cedures, and deadlines were. Altogether, this country ought to be able
to find more human public servants.™

[ don’t know how to answer her question about the impact of the
testimony, but I felt that the record, and your deliberations, would
be less than complete if T didn’t relate this story here to you this
morning,

That concludes my testimony, Mr. Chairman. If T could make cne
further brief comment. T was trying to think about what the distine-
tion here is between the administration of SBA and the other Federal
and State agencies that were involved in disaster recovery. We had lots
of trouble with HHUD. We fought with the Corps of Engineers. We
had trouble with the FKeonomic Development Administration, but the
thing that distinguishes, from a negative point of view, the SBA from
the other agencies, Federal and State with whom we worked, was its
isolation and its insistence on going its own way and not cooperating
and integrating with other agencies, both Federal and State.

As I mentioned before, even the Controller General of the
United States makes this point with respect to intra-Federal agency
coordination.

We wonder. and are concerned that a man who sets the tone of this
type with respect to an important agency such as Small Business Ad-
minigtration, can really do the job, either from the viewpoint of proper
administrations or proper sensitivity to land use issues in an impor-
tant national agency with the Department of Interior.

I thank you for the courtesy for permitting me to appear here this
morning, Mr. Chairman.

Senator Mercarr. Thank you very much for your testimony, Mr.
Wilcox, and of course, it's appropriate that in considering the qual-
ifications of a nomince for confirmation that we be informed and
explore his record as administrator in other agencies of the Federal
Government.

[ think every member of the committee appreciates your appearance
here and your testimony here this morning.

We will also amplify your testimony with excerpts from the record
that you made before Senator Burdick’s committee and the testimony
that was elicited at that time.

Senator Busteers. Mr. Wilcox, T wonld suggest, and the only thing
I could suggest, is that you tell the lady that wrote you, that this
committee and Congress did not nominate Mr. Kleppe. That’s not our
responsibility because it is, as you know, an executive responsibility.

You make a pretty serious case against Mr. Kleppe's administrative
ability that indicates a remarkable insensitivity to the plight of people
in trouble.

I’ve talked to Governor Shapp several times during his trouble be-
canse we had a similar disaster shortly thereafter, and we had some
similar problems.

Our responsibility here is not to decide whether we would pick some-
body else, but whether this man is capable of handling the job, and
vour testimony certainly goes to that point.

I express my personal appreciation to you for your courage in com-
ing down here to set these t.lhings out. I think SBA, more than almost
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any other Federal ageney, has been shackled by too many political
problems. Tt does not really function as it ought to and as it was de-
signed to function,

People who really need their assistance have, in many instances—
completely aside from any emergency—people who simply walk in
and want to go into business for themselves but can’t make a bank loan,
do find an inordinate amount of redtape.

[ started practicing law in 1952, and from that time until the time
I was elected Governor of my State, I handled several SBA applica
tions. I would have to say that it is one of the most onerous chores
ever took on. I only did it for a close friend because it’s certainly not
very rewarding,

T would say that that is probably what happened in the Agnes Hur-
ricane problems in Pennsylvania—the Governor’s Mansion was under
water, wasn’t it?

Mr. Wincox. It certainly was, sir. He's never moved back, as a matter
of fact.

Senator Busrers. It's so typical of bureaueracy, particularly one
that's that political. They simply cannot be as flexible and resilient
under emergency situations as they ought to be.

They treated it apparently the same way they do with people who
walk in off the streets, and the situation obviously demanded a great
deal more.

Senator Mercarr. Senator Hansen.

Senator Haxsex. Thank you, Mr. Chairman,

Let me express my appreciation, Mr. Wilcox, for your appearance
here. T know something of the concern that motivates your appearance
because in a very, very small way and many, many years ago. the
county in which 1 lived was struck by a very disastrous flood. It didn’t
affect anywhere near the numbers of people that were buffeted by Hur-
ricans Agnes but did wipe out, in the little valley in which I live, a
number of homes. It just swept everything away. So, I know some-
thing about that.

I must say, though, that as we all know, Agnes took a pretty wide
scope of the country, and I appreciate what Senator Bumpers said
about the problems that results from trying to deal responsibly, in a
sensitive manner, to all the demands.

I believe that the information I have is correct in that SBA did
make available more than $1.3 billion to the State of Pennsylvania
alone in loans.

I deplore the redtape and the failure of officials to respond fo re-
questions for regulations and to do all those things that could have
Leen done to ease and shorten the trauma that characterize the people
living in the Keystone State.

T would just say this, that I'm surprised that neither the Governor
nor you—I don’t know when I asked you how long youd been trying
to get these regulations, you didn’t actually pinpeint it in time, but on
page 4 of your testimony, you do say. “For months after the flood.
we were as ignorant as the average flood victim of the standards and
procedures SBA used in making its decisions.”

It does strike me as strange, indeed, that neither yon nor the Gov-
ernor would have gotten hold of the two Senators representing the
State of Pennsylvania.
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If vou have, and there’s evidence that you have, I'l like to know that,
too. because I think later on today I will be submitting for inclusion
in the record statements now being prepared by Senator Scott, at least,
and if there is evidence that you asked either Senator Scott or Senator
Schweiker for this help and you didn’t get it. I'd like to know that.

If you didn’t, then I would have to say that I just believe that. you're
going to have to take some of the responsibility because you and I
know the Governor does have the responsibility to ask for aid from the
congressional delegation: at the present time., I believe there are five
Governors on this very Committee. During the years'T was in office,
we had a Democratic President, and I never hesitated 1 minute. to
appeal to him or to Senator McGee or to the other Senator from Wyo-
ming who, part of the time was Democrat and part of the time was
Republiean, if we needed help in Wyoming.

I just think you're asking a little bit too much, maybe, to expect
all of us to believe that the responsibility for the anguish and the
anxiety that you suffered in Pennsylvania should fall completely on
Mr. Kleppe's shoulder and should not be borne, in part, by you and by
the Governor of Pennsylvania.

Mr. Wicox. I'd like very much to respond to that. I think there's
plenty of fault to be shared rather widely. I don’t think it was prepared
for a disaster of less magnitude than this. We made a great many
errors. We had to improvise.

HUD was certainly terribly unprepared. The Office of Emergency—
General Lincoln’s erganization was just in terrible disarray. He kept
asking us to provide extra sites for trailers and we ended up providing
%9 million worth of sites that, as it turned out, we didn’t need becausé
of his miscaleulations.

I'm not saying that the State carried that cost. T think that was ab-
sorbed by the Federal Government because the Federal Government
knew it had made the mistake.

[ want to be elear that you understand what I'm talking about here,
and perhaps there's a point to be made such as you just made. What
we're talking about is a pattern of isolation, of hostility and bureau-
eratic and administrative rigidity.

I had confliets and disputes with Frank Carlucei and with his sue-
cessor. a man by the name of William Connor. We had diffieulties with
HUD. but with those agencies, sir, we communicated. We were able to
communicate. Our communications were welcome. They weren't
always entirely friendly.

But the one agency that maintained itself aloof and hostile to, not
only State agencies but to some extent that Federal agencies, as
documented by the Controller General. was the Small Business
Administration.

With all the difficulties that we had during a Presidential election
vear, and this was a highly politicized operation, I ecan’t think of
any single Federal official nominated for an important office that I
would, as I have here, come down to testify against—period.

Senator Haxsen. If T may, I would like to ask that there be included
in the record, at this point, an excerpt from the hearings before the
Permanent Select Committee on Small Business, House of Representa-




tives. These hearings were held on September 19 and 20, 197
I'd like to quote Mr. McDade, who says:

Tom. I want to add my accolade for a job extraordinarily well done to you
and to your associates. I want to say publicly, and for the record, what I have
<aid to you privately. I've had the misfortune of living through Hurricane
Agnes up in Pennsylvania, I don't think there's an agency of Federal Govern-
ment that wasn't in Pennsylvania and the States affected, The whole alphabet
wis there doing everything, but there was one agency that showed the way for
everybody and that was the Small Business Administration, The people that
vou had up there were compassionate. They went ont there, as yon said, to
earry out the mandate to help people. They were innovative. Never watched the

3, and

I dealt with people from your agency at ridiculous hours of the day and

clock.
night,

I guess about a third of my district was affected, prol ibly 100,000 people, and
I have said to you many times, and I say again publicly, the greatest accolade
[ can pay to vou is to tell you that all through that dreadful and trying time,
[ didn't get one verbal complaint, one telephone eall, one letter from my con-
stitwency that said the SBA was discourteous, that said the SBA wasn't helpful.
Not one of them from 100,000 people that saw their lives destroyed, their homes
sone, their businesses gone, and everything obliterated, I don’t know of any
areater accolade I could pay you. SBA set the example for the other federal
entities and 1 include the Office of Emergency Preparedness and everyone else.
SBA set the tone for how youn déal with the American people in a compassionate
and effective way in disaster. T can’t compliment you enough for it. T will never
forget it, neither will my people.

[ ask you now to accept that. Mr. Chairman.

\[r. Wircox. Mr. Chairman, T would like to point out—and I under-
stand the Senator. not being from Pennsylvania, might not necessarily
know this. T think perhaps that Congressman McDade did not point
out that perhaps while it’s true that a third of his district was affected.
the most severe damage did not oceur in his district.

I'd like to. if T may, sir, place in the record, also. a news story
from the Wyman Valley Observer of December 24, 1972, quoting (lon-
aressman Flood, whose area was very severely affected by the flood
and where the heaviest damage, I think, took place in Pennsylvania.

This is a quote: *The SBA people have been derelict in not ad-
vising aged applicants of what’s available,” Congressman Dan Flood
charged Friday. Flood said that although many elderly and disabled
who depend on social security or retirement are eligible for the sus-
pension of payments of the principle of the SBA loan, SBA person-
nel have not been advising them of this fact. They are not telling be-
cause they say people are supposed to know the law, Flood said. Can
vou imagine some gal 82 years old knowing that silly law 77

The article goes on.

Then. the Wilkes-Barre Record of October 17, 1972, if T might read
the lead ]):n':is:l';!ph. an article headed : © *“Task Forces Impatient With
SBA Slowness.?

“The local flood recovery task force held a special meeting yesterday
afternoon with key members of the Small Business Administ ration,
and for the first time regional representatives showed that they were
clearly upset and on the verge of impatience over slowness in providing
financial aid to local businesses.”

That group happened to be interested, particularly. in local business.
There's documentation for every comment of that sort: of a general
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congratulatory nature I think you'd find in here 10 criticisms of
specific shortfalls.

Senator Mercarr. That is submitted and will be incorporated in the
record, T hope that the members of the staff’ will go through and mark
and call our attention to some of the material in this hearing before
the House committee. This looks like a sweetheart contract.

Mr. Wircox. I didn’t hear your comment, Senator. I'm sorry.

Senator Mercarr. 1 just said that it sounded like a sweetheart
contract.

Mr. Wircox. I ean’t disagree with that.

Senator Mercary. I think the record will speak for itself.

[ The newspaper articles referred to follow :]

[From the Wyoming Valley Observer, Ilec. 24, 1972]
Dip Not IxroryM ELpErRry oF Law—Froon Says SBA DEerericr 1x Dury
(By Dan MecGinley)

“The SBA people have been derelict in not advising aged applicants of what's
available,” Congressman Dan Flood charged Friday. Flood said that although
many elderly and disabled who depend on Soecial Security or retirement are
eligible for the suspension of payments of the principal of the SBA loans, SBA
personnel have not been advising them of this fact.

“They're not telling because they say ‘people are supposed to know the law."” ™
Flood said, “Can yon imagine some gal 82 years old knowing that silly law ¥

Flood said Congress’ intent on all such laws is to give the applicant the benefit
of the doubt, not the government. But he charged “faceless bureancrats” make
decigsions to snit themselves.

Floml said the SBA has assared him it will start advising the elderly of the law
and he read the following regulations:

“The applicable language is as follows:

“(C) “The small business administrator may, in the case of a loan made under
clause (A) or a mortgage or other lien refinanced under elanse (B) in connection
with the destruction of, or substantial damage to, property owned and used as a
residence by an individual! who by reason of retirement, dizability, or other
similar cirenmstances relies for support on survivor, disability, other program,
consent to the suspension of the payments of the principal of that loan, mort-
gage, or lien during the lifetime of that individual and his spouse for so long as the
administration determines that making such payments would constitute a sub-
stantial hardship;" ™

Who qualifies :

Anyone with “substantial” economic hardship who relies totally for support
npon : social secarity, or railroad retirement, or private insurance retirement, or
VA benefits, or is totally disabled or partially disabled, or military or civil serv-
ice retirement, or union or industry pensions, or other similar programs.

What do they onalify for:

Total suspension of all principal payments on an SBA disaster loan for
residential property only—if the loan includes the contents of the home, then
this includes the contents as well,

What if the borrower dies?

Then the borrower’s spouse qualifies for suspensgion of all principal payments,
when the horrower and his or her spouse die, the principal payments then acerne
to the estate,

Reaszon for this amendment by Congressman Flood :

The median age in Agnes disaster area is 10 years above the national average.

[From the Wilkes-Barre Record, October 17, 1972]
Task Force Is ImpaTiIENT WIiTH SBA SLowxNEss
The loeal Flood Recovery Task Foree held a special meeting yesterday affer-

noon with key members of the Small Business Administration and for the first
time regional representatives showed that they were clearly upset and on fthe
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verge of impatience over slowness in providing financial aid to local businesses.

Federal Judge Max Rosenn, president of Flood Recovery Task Foree, chaired
the meeting of several committee chairmen from FRTF and two members of
SBA—Joseph Clark, deputy director of Region 3 with offices in Philadelphia,
and Joseph Fineh, branch manager of the Wilkes-Barre Disaster Office.

Judee Rosenn lost little time in getting down to the purpose of the meeting,
which had been called for by the loeal group through its executive director,
Andrew Shaw, Jr.

The federal judge told the SBA officials that he wished to voice two eritical
complaints: (1) That payments were not being processed guickly enough so that
in the fourth month of the post-flood period situations and individuals have
reached a eritical stage: (2) That the staff and personnel of SBA on the local
level have no real understanding of the spirit of the program as it was amended
and fail to realize that the SBA assignment here is to provide the means for full
recovery.

Although the meeting was one of the most candid between loeal and federal
officials dealing with flood recovery, the exchange of information remained at all
times courteous and out of it both sides gained new information which is ex-
pected to clear up what Judge Rosenn had called a “eritical sitnation.”

The federal judge was quite blunt in informing Clark that he spoke for others,
as well as himself, in objecting to a negative attitude on the part of SBA per-
sonnel handling the loeal office,

Judge Rosenn told the SBA regional official that too many local people have
had their faith in the SBA and the government's promises shaken because of the
ireatment and lack of understanding that they received when applying for finan-
cinl assistance.

“Phis community is about ready to blow its 1id,” Judge Rosenn said, “although
no one in a responsible position wants to make the SBA the goat if this situation
ean be cleared up fast.”

He urged Clark to pass the word along to those above and below him that what
is needed here is some understanding so that the applicant for a loan will “re-
ceive the benefit of the doubt if one exists.

“These are not normal times,” the judge said, “We can’t sit and wateh the
problems of our people being judged on a normal basis where everything must be
by the book.”

The SBA officials supplied their latest figures which showed that $5,348,000
had been loaned locally to some 1,075 businessmen who had applied for assist-
ance, Between the opening of the loeal office and last week, Clark said 1,855 local
businesses had applied for loans, 1,075 had been approved and 38 denied. Those
denied amounted to $4.5 million. He also said that of some 25,517 who applied
for home loans, approval was given to 24,207,

Clark appeared surprised over some of the delays and examples of specific
cases which were given to him by the FRTF representatives.

Lending support to the local need for faster action on the part of SBA ap-
proval and delivery of financing were representatives of four local banks:
Thomas Kiley, First National Bank; Edward Boltz, United Penn Bank; Harold
Rose and Barry Boyer, Wyoming National Bank; and Russell Gardner, Han-
over National Bank.

It was out of the exchanges between the SBA officials and the bankers that it
was cleared that the individuals applying for loans can use their own legal repre-
sentatives and members of the loeal Committee of Bankers will work with the
SBA to bring about a more workable system of finaneing.

Clark defended some of the complaints about slowness in the SBA granting
loans bevond the original $7.500, with $5,000 of this under the forgiveness clause,
hecanse they had either no knowledge that they could do so, or they had discov-
ered that they did not need it.

Judee Rosenn encouraged Clark to be more specific and the SBA official ex-
plained that many people have applications marked approved and the money is
tied up for them, but they have not changed their minds and haye not notified
the SBA. He said that notification to SBA by those who are not going to claim
their loans would free more money for those who are still in need.

Atty. Engene Roth, a member of a Flood Recovery Task Force committee,
asked for and received assurance from Clark that persons who have been
previously turned down on loan applications should reapply under what have
now become more flexible requirements,
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Clark went a step further and sald he and member of the staff under his
colleague, Finch, want to provide as much assistance as possible. Clark said they
(the SBA) wanted to talk to people who have been turned down so that a clearer
understanding can be reached. He even offered to have a different case worker go
over an individual’s applieation if it had been disqualified previously,

Kiley and Rose were strong in their appeals for immediate assistance for the
businessmen in Wyoming Valley. Mentioned in particular was the Wilkes-Barre
Central City area, where many stores are still virtnally untouched while their
owners await the federal funding to put them back into shape.

Kiley told the SBA representative that “These people need money now ! Their
businesses and their futures are on the line and I don’t think we can keep them
hanging much longer.” Rose added emphasis to the appeal by pointing out that
“We have already lost the most important 20 days of our business lives,”

Judge Rosenn adjourned the two-hour session at the Gus Genetti Hotel by
telling the SBA officials that he was hopeful that the exchange of communications
had paved the way for some quick action on the part of the federal agency.

“We feel that there is something lacking in the spirit that is being shown
locally today and that which was promised to us when we visited Washington and
talked to Vice President Agnew during the early days of the post-disaster period,”
the jurist said. “There remains a strong need for an nnderstanding of what our
people have been through and are still going through. They also deserve some
good answers as to why more money has not heen received by loeal businessmen,™

Judge Rosenn said that he would make contact on Tuesday with the central
office of SBA to obtain more legal assistance and any other kind of aid that might
speed up the restoration of business in the area

Senator Barruerr. Thank you very much, Mr. Chairman.

Mr. Wilcox we're very happy to have you appear before the conimit-
tee. Did anyone suggest that you appear before this committee ?

Mr. Wircox. No. I discussed the matter with Governor Shapp and
then made the request to appear.

Senator Barrrerr. It was vour idea.

My, Wircox. It was my idea, sir.

Senator Barrrerr. I would like to read into the record part of a
recent hearing in the Senate for the Subcommittee on Small Business
on April 21 and 22 of this year.

Senator Mercary. Is that the Burdick commitiee ?

Senator Bartrerr. No.

Senator Morgan, you are sometimes delayed by the disaster programs, what
would you think of jettisoning the disaster program?

Mr. Kieppe, 1 have testified for the fact that all the disaster programs belong
in the same place. The best example I have thought of is when you consider SBA
as making housing loans becanse of loss and disaster. That is a nonfit. I cuess
that's all T can say. I think all disaster programs should be in one place, They
have created a personal hardship for us many, many times, In the ease of Agnes,
we made 215,000 disaster loans, £1.3 billion worth.

Senator MoreaN. Where should these he?

Mr. Kreere, I think the administration should suggest that, Mr. Chairman,

Senator Morcax. Do you think your agency chould have it?

Mr. Kreepr, T think they are a nonfit for us.

The point of this, of course, is T think Mr. Kleppe is very much
aware that when there is a disaster of the size of Agnes. that it taxes
very severely an agency that does have an ongoing responsibility
throughont the entire country.

I would like to quote further from the same dialog. a little further
along where Senator Morgan said :

In case I don't get a chance fo mention this later on, let me thank you for
coming here and explaining in layman’'s terms what yon are doing. T wonld be
frank with you. T have been quite disappointed in my committee assignments hy
hearing cabinet officers and hesd of agencies come up here and read reports




prepared by someone else. In the first place, they read them very poorly, s0 « m
not able to understand them. Then, when you ask them a question, they have to
yvield to someone else, you are one department head that seems to have a grasp
of what's going on. I think you've been able fo tell us about it in an easily
understandable way.

I would also like to read from a letter that I wrote to Mr. Kleppe
on January 31, 1975 and I said :

Dear Tom, My, Chuck Watson, an attorney from Oklahoma has informed me
of how well yon people handled the difficult problems occasioned by the tornado
in Drumwright last yvear., I want to take this opportunity to compliment yon and
your staff on a job well done.

This, of course, was not written in preparation for presentation here
today but it was written because I've had experience, as have other
Governors, with disasters. We've had a number of floods and tornado
damage that were very severe, just as severe as Agnes in the areas
affected. They're not of the same consequence, but we have them more
often.

We found that the coordination between the State and various agen-
cies is always difficult. As efforts start to deal with the problems, in-
variably there’s a lot of loose ends that don’t funetion properly. It
takes the State. the Governor’s office, and it takes the various agencies,
in a very well coordinated effort to do a good job.

I don’t doubt that with Agnes, particularly the size that it was, there
were delays and lack of coordination; but I think I would find all of
this wrestling with your conflicts.

Mr. Wincox. I tried to say earlier that T don’t think it did, but there
was a special problem with SBA that was consistent and which, in
this testimony, I sought to give a number of examples.

[ again say that I think any objective analysis of the notes of the
Burdick hearings in Wilkes-Barre would indicate special problems
with SBA that were not as intense or as all prevading with other
State and Federal agencies. or other Federal and State agencies,

Senator Barrrerr. I think Mr. Kleppe, as I read, would agree that
his agency is not set up in a perfect way to handle an emergency.

Mr. Wircox. Senator. I don’t know anybody that thinks that SBA
should have the disaster function but that’s not an excuse for inade-
quate management, if that’s a suggestion.

Senator BarrLerr, No. but I think the point Mr. Kleppe is making
is that having part of the disaster relief funct ion in his shop. and the
emergency relief directed elsewhere, doesn’t provide the best logistics
for smooth coordination.

Mr. Wircox. Agreed.

Senator Bawrrrerr. However, I was very impressed by this Chuck
Watson who went out of his way in a chance meeting in Oklahoma
Clity to tell me what a good job Mr. Kleppe did. It was just volunteered
on his part. In his community, T think about one-third of it was wiped
out and he was very impressed with the SBA,

Thank you very much.

Senator Mercary. Thank vou, Mr, Wilcox, and T want to say that I
think you have offered a useful service and tell the lady that you men-
tioned at the end of your statement that you did make the record and
this is the kind of record we try to attain before we vote on the
confirmation.




As Senator Bumpers said, no member of this committee had any
control over the decision to appoint Mr. Kleppe Secretary of Interior.
Probably any one of us would have appointed someone else. Our re-
sponsibility is the confirmation and you have contributed to this
hearing.

['hank you very much.

Mr. Wircox. I thank you for the courtesv. sir.

Senator Mercarr. Before proceeding with the next witness T would
like to insert in the record a letter to Senator Fannin from Senator
Scoft.

[ The letter follows:]

U.8. SENATE,
OFFICE OF THE MINORITY LEADER,
Washington, D.C., September 25, 1975.
Homn. PAUL J, FARNIN,
Ranking Minority Member, Senate Inderior and Inmsular Affairs Commitice,
.S, Senate, Washington, D.C.

DEAR SExaTOoR FANNIN : The purpose of this letter is to disassociate myself from
the remarks submitted today before your Committee by William H, Wileox, Sec-
retary, Pennsylvania Department of Community Affairs, in connection with the
nomination of Thoemas 8. Kleppe to be Secretary of the Interior.

Mr. Wilcox foenses attention on the performance of one man during the after-
math of tropical storm Agnes—the worst natural disaster in our Nation's history.

The very fact that thirty Federal agencies were involved in the reilef effort
is enongh to nnderstand the basie problems inherent in that effort, Moreover, the
relief that was provided ecame throngh a multiplicity of vehicles designed for
other purposes, and this led to inefliciency, confusion and waste. As my friend,
Congressman Flood can also verify, there were many instances of dedicated, de-
voted work by officials and employees of government agencies,

I have the utmost confidence in the administrative ability of Mr. Kleppe, He
is eminently qualified to be the next Secretary of the Interior.

Sincerely,
Huer Scorr,
Republican Leader,

[ Subsequent to the hearing the following letters were received for
the record. |

CoxGrEss oF THE USNITED STATES,
House oF REPRESENTATIVES,
Washington, D.C., September 28, 19735.
Hon. HeExrY M., JACKSON,
Chairman, Committee on Interior end Insular Affairs,
.8, Senate, Washington, D.C,

Dear Mg, CaameMAx @ The recent flooding in my Congressional District eansed
by Hurricane Eloise, and media reports that your fine Committee is considering
the President’s nomination of Thomas Kleppe to be Secretary of the Interior,
have brought to my mind the terrible disaster Pennsylvania suffered in 1972
by Hurricane Agnes and the key role played by Tom Kleppe at that time.

During Agnes—the greatest civil disaster in the history of this Nation—the
Small Business Administration under Tom performed a commendable and dedi-
cated service to my constituents under what were clearly the most diffienlt of
circumstances, His leadership and administration of the SBA during both the
acute stages of the actual disaster and the long term recovery which continnes
even today has been an example which any administrator in the Federal govern-
ment would do well to follow,

Permit me this means of assuring you that my strong belief in Tom Kleppe's
abilities at the SBA would surely carry over to what I hopefully anticipate will
be a speedy confirmation as the new Secretary of the Interior.

Sincerely yours,

Daxitern J. Froon, M.C.




CoNGRESS OF THE UNITED STATES,
Housg oF REPRESENTATIVES,
Washington, D.C., October 3, 1975.
Hon. HexrY M. JACKSON,
Chairman, Committee on Interior and Insular Affairs,
17.8. Senate, Washington, D.C.

Diesr M CrHamvax: I am writing to convey to you and the members of your
Committee my strong endorsement of the nomination of the Honorable Thomas =
Kleppe to be Secretary of the Interior. I would very mueh appreciate having this
communication included in the record of your consideration.

I take this action being fully aware of the testimony yon previously received
from Pennsylvania Secretary of Community Affaire William H., Wilcox. To me it
is ineredible that he would attempt to raise the issue of the fine Federal response
to the state's greatest disaster as a negafive factor in your hearings. It is ironic
that shortly after Mr. Wilcox presented his statement, Necessary cooperation
and coordination of federal and state officials again has become a vital factor Lo
Pennsylvania's new flood recovery.

Mrp. Chairman, the 17th District includes nearly 100 miles of the normally
docile Susquehanna River. When, in June of 1972, the river hecame destructive
beyond precedent, flood vietims naturally during the period of recovery were in a
eritieal mood due to their misfortune. But in the final analysis my constituents
were very appreciative of the efforts of the SBA offices.

Consider the fact that in 1972, prior to Agnes, SBA had been called upon to
assist in more than 50 disasters. However, SBA promptly provided Pennsylvania
with over 800 temporary employees and about 100 permanent employees moved in
from other assignments, Within two months, the agency approved 57,000 loans
amounting to $3534 million. The totals finally reached 215,000 applications approved
and $1.5 billion in disaster loans dispursed. That's the equivalent of all the funds
handled by this same agency during the previous 19 years.

In our view, SBA did a highly responsible job under very trying conditions,
Included in those conditions were statements made by some officials of the Com-
monwealth who failed to speak of their own shorteomings but constantly and
publiely eriticized the federal effort,

No doubt there are some who believe Mr. Wilcox was prompted by political
motives in presenting his testimony. There is a background in political history
of a1 Governor representing one political party blaming all the state’s problems
on a national Administration of the other party. Judging from results, apparently
it is still being used. As political ambitions expand, so might the use of such
devices.

Frankly, Mr. Chairman, I am one who believes this to be the case here. T find
it distressing. Tom Kleppe and his agency have been of tremendous benefit to the
people of Pennsylvania. Along with many, many others, I thank him for his efforts
and fine aecomplishments, His performance should be praised, not eriticized.

If the response to Agnes in Pennsylvania is to be a factor in your deliberations,
let the compassion, good works, and effective results under adverse conditions be
the mark of the man and the agency he led.

Sincerely,
HerMAX T, ScaNeEBELT, M. C.

Senator Mercarr. The next witness is Mayor Reiten.

STATEMENT OF HON. CHESTER REITEN, MAYOR, MINOT, N. DAK,
ACCOMPANIED BY ALVIN A. KRAMER

Mayor Rerrex. Our politics in North Dakota can get pretty hot ; but
on a few key issues in which the future of the state is involved, we close
anks. To us, the Department of Interior is a branch of the Federal
Government that holds a main key to our future.

Republicans and Democrats alike, all the people who know Tom
Kleppe best, trust him with that key. I am a Republican. My fellow
traveler here, Mr. Al Kramer, is a Democrat, All of us know Tom




Kleppe as a worker. As a man with constructive ideas; as a deliberate
man who will weigh the tough decisions and keep a balance between re-
source development and strong and sound environmental enhancement.

As a former county agent, I can say with strong conviction that the
people of North Dakota are zealots 1n environmental protection. We
have planted more trees, on a per capita basis, than the people of any
other State. We have practiced soil and water conservation in every
form recommended to us. We have set rigid standards for mining our
coal and reclaiming the land. We are also tightening State controls on
o1l well drilling.

We want a Federal environmental program that does not stifle our
progress, since we are a relatively undeveloped State, but favor a pro-
gram which will allow us to utilize our natural resources under de-
manding standards to prevent erosion of our rural way of life so
precious to us.

The people of North Dakota overwhelmingly favor the State retain-
ing and expanding its role as a major food supplier for a world becom-
ing increasingly hungry. Other contributions we can make to the wel-
fare of the Nation and world should be subordinated to our
agriculture,

North Dakotans of whatever political persuasion are confident Mr.
Tom Kleppe, himself a man close to the soil, will not lend his support
to courses of action that will despoil it, nor its air. nor its waters. We
are sure he will apply this same close-to-the-soil thinking all across the
Nation.

We came to tell you that Mr. Kleppe is a prophet with honor in his
own State.

Mr. Kramer here is a Democrat and he would like to say a few words.

Senator Mercavy. Mr. Kramer, we're glad to have you with us.

STATEMENT OF ALVIN KRAMER, PRESIDENT, UPPER MiSSOURI
WATER USERS ASSOCIATION

Mr. Kraarer. Thank vou, Mr. Chairman. My name is Alvin Kramer,
T'm a former county agent and now a member of the North Dakota
State Water Commission and president of the Upper Missouri Water
Users Association.

Members of this committee have been advised of thé support of
Senafor Burdick, Gov. Arthur Link, and former Governor William
L. Guy. all pretty good Democrats, of Thomas S. Kleppe for the next
Secretary of Interior. If confirmed, he would be the first North
Dakotan to be a member of the Cabinet of the United States.

I can say with certainty that none of these gentlemen or myself,
would endorse a man of mediocrity as our first citizen to become a
Cabinet member. Nor would we testify for a man whose judgment we
might question on matters we consider of prime importance to the
future of our State. As a Democrat, there are some things that Tom
Kleppe has done over the years that T have not agreed with but in
sound thinking for our future he has a fine record.

A man cannot grow up on a farm in North Dakota, get elected mayor
of it's capital city and be elected twice to the U.S. House of Repre-
sentatives without getting some real exposure to the various fields that
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[nterior deal with. T mention a few ; conservation, water, land resource
programs, land use, energy, national parks, and Indian welfare. We
have them all within our borders.

Perhaps no man in America is completely versed in Interior’s wide
range of enterprise. The important thing is to have a feel for these

hings and a history of clear and constructive thinking.

An editorial in the Minot Daily News said Tom Kleppe has these
prime attributes for the job; good judgment, moderate views, the
cavacity to lead and organize, skill in dealing with the complex issues
of the day, and the drive and determination to get things done.

With this appraisal of Tom Kleppe, I agree. ;

Senator Mercarr, Thank you. Thank you both for coming down here
and giving us your estimate and your opinion of your distinguished
fellow resident of the State of North Dakota, a neighboring State of
mine. i

[t was suggested that we have a lot of Governors on this committee,
but we don’t have very many Mayors, so we're glad to hear from a
mayor of Minot, N. Dak., and a very close neighbor of Montana.

Senator Hansen,

Senator Hansex. I have no questions, Mr. Chairman; thank you
very much,

Senator Mercavr. Our next witness is Mr. Richard Thorpe of Carls-
bad, N. Mex.

We're pleased to have you here, Mr. Thorpe. You may go ahead
with vour prepared statement, summarized or do whatever you like.
You have the floor.

STATEMENT OF RICHARD THORPE, CARLSBAD, N. MEX.

Mr. Turoree. Thank yvou, Mr. Chairman. Thank you for letting me
appear today before this committee. I have ]-t'i‘p.:rml a statement to
read but T would like to bring out a few things, if I may, before I read
my statement.,

As you know, T am the man that started the investigation into the
Trust Territory in the Pacific,

Senator Mercarr. I dido’t know that, but since you told me, go
ahead.

Mr. Troree. T fonght this thing alone. or should I should say with
the aid of Senator Jackson and his committee, for 3 years. What I
want to bring out here, and I think the American publie should know,
how much trouble a man has to get help. T was out there in the Pacific,
I'm a country boy. T make no beans about that and tried my best to
telephone conversations to the Interior and to the Justice Depart-
ment. to the tune of $1.600 and got never as much as a 10-cent postcard
answer.

[ foucht these people out there after T bought the engines which
started the whole mess and I found out after T purchased them. or I
made the deposit, that they still belonged to Uncle Sam. Then I dug
into it and found out that they were selling other equipment on the
same basis.

inally. in November, when T was in Okinawa shipping some equip-
ment out at Camp Mercy that T bought on spot-bid sales, I sent a letter
to Senator Jackson and that was the first help that T obtained.
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I came into Washington in January 1974, and, through Senator
Jackson and his committee, the Justice Department moved and an in-
vestigation was started.

\\lu 'n you have to lay out there in the Pacific, half-way around the
world and spend $1.600 of your personal money, and the Interior nor
the Justice Department knew. then something should be done about it.
Even to this day. ns far as the Justice Department is concerned, 1
called there 'n-»-lm"l-n for Mr. Modlin, they n fused to answer the
phone. Theyre either out, they're busy, there is always something. This
has been going on since Saxbe was Attorney General.

In this second part of the heaving. there is a telegram to terHorst
when he was Press Seeretary to President Ford. no answer, In fact, 1
called the White ITouse : and I was told if T called there again. they
would send the Seeret Service after me to ask if the teleeram had been
delivered.

Then I filed a letter to Saxbe, the Attorney General at that time
and have a returned rveceipt to show that it was received: no answer.
Then T went on and sent a letter to President Ford : T have a returned
receipt but no answer.

It seems when you bring trouble info Washington, nobody wants to
hear you. These are the things I would like to have these Senators to
check into to find out w hy a man has to go through this and spend his
personal money when the Government should be m: tking the investiga-
tion, especially Justice.

Senator Mercarr. Senator Jackson was formerly in charge of the
subcommittee that had jurisdiction over the trust territories. In the
last Congress, I left that subcommittee.

We have reorganized the Interior Committee so that the trust terri-
tories are under the jurisdiction of the full committee. I notice in your
statement you quote Senator Johnston in his hearing that further in-
vestigation of the disposal of surplus property is definitely war-
ranted. I know that. on the agenda of this committee there is, as soon
as we can finish some material on energy and mining, an inquiry into
the activities of the trust territory.

I know that the Department of the Interior is the responsible ad-
ministrative agency, We will expect, and Congressman Kleppe has said
he will, if confirmed, cooperate with us fully. in inquiries lodged by
this committee, or lodged by the executive department.

Mr. Tuoree. Mr. C Imim.m. there are 600 pages here of test jmony,
there’s enough evidence in thut book to send them to jail. Some of
them have been ¢ harged and have not been picked up.

I read; I'm not an educated man. but I know right from wrong, I've
had my opportunities in the surplus business to pick up as high as
$45.,000 in the land of Georgia in 1946 by making a telephone call and
I walked away from the lunch and told the man I wasn’t hungryv either
physically or financially. ’'m not going to bow to what I had done to
me out there.

The Justice Department has refused to do, under any conditions,
and yon can’t seem to get an answer from them.

Senator Mercarr. Certainly you've raised serious charges. I'm not
sure just what it has to do with this confirmation except that during
these confirmation hearings we have asked the nominee many things




about what he would do if he is confirmed. This, of course, is one of the
arveas that will have to be taken immediate charge of by him to be
looked into.

Mr. Troree. This is no fanlt of Mr. Kleppe. He had nothing to do
with this. These are things that should be cleared up before he even
tukes office. You have a $25 million scandal out there, it's been a 4-year
cocktail party for High Commissioner Johnston, Coleman, and a few
others. It has to end.

Senator MercarLr. I'll give you my personal commitment that this
will be called to the attention of appropriate people if and when we
do get a Secretary of the Interior. I'll ask the staff to remind me to
bring this matter up as soon as we clear such other things as st rip
mining and the Outer Continental Shelf off-shore drilling.

Thank you for coming and thank you for reminding me that you're
the person who lodged this inquiry and I, too, will note now that
you're the man that started it.

Mr. Tuorree. Thank you. I will now read my statement if you will
permit me.

Senator Mercary, Very well. I've read yonr statement.

Mr. Troree. I'd like to read it, if you don’t mind.

Mr. Chairman. and gentlemen of this committee, as some of you
know, I have been pushing this investigation into corruption and mis-
management of the trust territory for 2 years, What I state here today
is in no way a reflection on the reputation of Mr. Kleppe or meant to
embarrass him.

All that T ask is that Mr. Kleppe know the situation in trust terri-
tory and will take the time to study the staff report of the Committee
on Interior and Insular Affairs and have these officials removed from
office that have been involved in this investigation, as there is no way
that he will be able to improve the condition, or help the people of
the trust territory.

Financially and mentally I know the situation better than anyone
else. T have seen with my own eyes, heard it, and lived it from the
start to the present time.

I left Okinawa in April of 1973 to inspect the diesel generators on
the Tsland of Palau which I was informed were for sale, and I was
misled by the officials. It started with a $600 deposit and has mush-
roomed to a $37.000 nightmare plus 2 years of lost time.

This mismanagement has been going on since June 26, 1970. The
first report by GAO shows construction funds were used for other than
specific purposes originally cited by trust territory officials in justify-
ing to Congress the need for such funds.

In 1971. the same situation existed. $261.000 was taken from sea
transportation operation funds of the trust territory to build a harbor
called Port, Nixon on the Island of Peleiu.

Mr. Joseph W. Beadle, Jr., Director of Transportation and Com-
munication. stated that vessels can only enter or exit from the harbor
at high tide in the period of the full moon, or every 28 days. This also
means a vessel in Port Nixon is locked in the harbor for 28 days. Also
lving half sunk in the harbor is a barge described by the trust territory
as a large cover lighter barge, registration YFNB-2, which was re-
coived on loan from the U.S. Navy in March 1972, at the Navy station
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on Guam. Although this is deseribed as a large cover lighter barge, this
is in fact, a yacht “that was used by Gen. Douglas Mac ‘Arthur while in
command of Japan after the war.

The yacht cannot be used for any other purpose, because it is half
sunk and the aft is covered with water. The rear cabins are flooded,
the engine room is flooded, and eabins which are open have been van-
dalized, furniture destroyed, and the interior is now exposed to the
elements.

Originally, this vessel was a highly polished, well-built yacht used
as living quarters and as quarters for VII visitors. Today this vessel
vould require a complete major overhaul, if possible, to put it in any
running or living condition.

In the opinion of the naval officer interviewed, the Peleiu project
at this time appears to be a complete failure.

This is another case of mis smanagement by trust territory officials
also obtaining surplus property that they have no ‘-l)f‘{!hi use for,
other than to joy ride and destroy. In this one project it has cost
U.S. taxpavers in excess of $1 million or better.

Mr. Chairman, this is a case where I think they have obtained the
yacht which they deseribed in their documents as a barge, under a
false document. Then they turn around and take $261.000 that was not
funded for that purpose and build a harbor. This is just one example
of what is going on in the trust territory for the last 4 years.

Now, here's another thing, Mr. Chairman, T have put these questions,
I'm not too well familiar with these hearings, these are aimed at the De-
partment of the Interior but I would like to read them, there are only
five.

I have put forth some questions that I think the Interior Depart-
ment officials should answer .lt this hearing. First, how did Mr. Tid-
well TIT, on November 29, 1972, pay out some $200,000 to Amelco En-
gineers Co.? Also released them from any possible claim or claims
which may arise in the future? Did Mr. Tidwell ITI ignore the recom-
mendation of Austin Smith Associates and the inspector that were paid
fo protect the interest of the trust territory?

Althongh the sewage and water line was never completed, nor did it
pass the pressure test, the original contract was paid in full and
another $200,000 was paid for éxtra work. High Commissioner John-
ston and Mr. Tidwell paid out money f'm work never completed.

How did Mr, Mivamoto pay out $5,000 to Amelco for a building
that already belonged to the trust f('nttor} and was built with ma-
terial from Government supplies and located on Government prop-
erty ? The inspector also informed Mr. Miyamoto of this and he chose
to ignore their advice.

The barge that was sold to the Philippine Packing Co. is the most
open case of corruption that I have ever heard of. Mr. Zackery made
the statement in the staff report of February 1, 1975, page 259; barge
626 shows only $8,759.11 spent on repairs and drydocking in the re-
port on the hearing, March 15, 1975, page 599: the barge No. 626 was
the last barge and was drydocked. This was Mr. .aci\m\'& own state-
ment. This alone would cost $25.000 to $30.000.

Then, in their sale agreement, they gnaranteed this refrigerated
barge was completely rebuilt and Mr. Zackery added another $10,000
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if any other repairs were needed. Also, in the staff report of February,
1975, page 261, is Mr. Arnold’s statement that the barge was never le-
gally owned by the trust territory. The barge No. 626 in question is
what T would like Mr. Chapman of the Interior Department to answer,
as it seems he made the ruling on this sale.

What happened to the $9 million worth of equipment that was
shipped from Okinawa that is supposed to be in the trust territory. and
if the physical count of the equipment has been made in the six dis-
tricts? If so, how many cranes, tractors, and trucks were shipped to
the trust territory and their location ?

Quote below i from part I of the report of the Committee on In-
terior and Insular Affairs, March 10, 1975:

Senator JOMNSTON. As an experienced investigator, do you believe further in-
vestization will be fruitful, or is indicated by what yon found =o far?

Mr. SgeTo. 1 would like to see the records of the trust tervitories balanced with
the records we have obtained as an investigator.

Senator JonxstoN. Have you determined that the records do not balance, or
yvou just can’t tell one way or the other?

Mr, SxETo. We cannof tell, due to the fact that we can investigate to a certain
point so far as the Army is concerned, and that is on the disposition of property.
We do not have the authority to go into the trust territory, nor is that our

charter.

Senator Jouxstox. Does the failure to balance the books indicate there may
be some hanky-panky ? What does it indicate to yon, If anything?

Mr. SiETo. Sir, if 89 million in property in acquisition value is transferred and
cannot be acconnted for, I think someone is subject to explain where it went. I
am not zoing to conjecture what happened. I don't know. I have not been out in

the trust territory.
Senator Jonxstox. Further investigation is definitely warranted: would you

sayv that is correct?

A Skero. 1 don’t want to comment on it, beeanse it 38 in the hands of the
Department of Justice. I feel it is properly their decision.

fere is where the investigation, Mr. Chairman, seems to have
:-'Inn]:]!n--l. It seems no one can get an answer from the Jus v Depart-
ment, whether they are going to go on with this. T ean assure you, 1
went through six distriets, and there isn’t over 12,000 tons of machinery
in the six districts of the trust territory, because that’s my business.
machinery,

This equipment was shipped from Okinawa by Jesse R. Quigley
and Robert Porter O'Keefe, who are alveady chareed. eivil charge
title 18 United States Code 1001, furnishing false information on
GGovernment documents. '

[f anvone can explain to me why the Justice Department has not
moved on this case with all the evidence in their hands. is a mystery to
e, As T spent 9 months in the trust territory and traveled to all six
distriets. checked every public work yard, the total tonnage is about
12.000 tons, and the shipping documents show 56.000 tons.

In the years from 1970 to 1973, some $21 million was shipped from
Okinawa. less $8 million for the barges, leaving $13 million insurplus,
or about %3 million a year.

Quoted from the stafl report dated February 1975:

For the fiseal year 1974, approximately the time of initiation of investizations
of the operation, Quigley's aequisitions have diminished. His total for the year
from PDO is only $194,000. :
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That alone tells the story. He is now returning properties, some of
which are reported to have been cannibalized, and is requesting full
acquisition costs to be eredited as turned in.

The above figures are the materials in which Quigley was responsible for and
were obtained almost exclusively from the PDO in Okinawa, Tokyo, or the
Philippines.

Also quoted from the same reports:

Information wis received from a Mr. Lowell Johnson of the Pacific Machinery,
Ine., who informed me that on a number of oceasions, in meetings, Mr. Whitey
Rowan, who is in charge of equipment for T'T'PI on Saipan, often questioned the
rehabilitation charges from NOC. Rowan informed Johnson that when they first
began to use NOC to rehab the equipment, the material was coming throngh as
rebuilt equipment. Today the equipment is coming through only as repainted
equipment. Yet, full charges for rebuilding are being made.

Johnson stated that on one of his recent visits to Peleiu, he met with Rowan
and gave assistance to Rowan in checking out a large eaterpillar earth mover.
Thiz earth mover was received from the Army and was supposed to have been
rebuilt by NOC. It was quite apparent that the earth mover only was washed
and painted, beeanse no filters, fuel, oil, or even hydraulic hoges were replaced.
The piece of machinery would not run until these equipment replacements were
mide, Rowan stated that the rehab of this piece of equipment in question costs
TTPI approximately $6,000.

In the trust territory, the whole picture is a twisted mass of mis-
management and corruption, and these officials, inceluding High Com-
missioner Johnston, Assistant High Commissioner Mr. Coleman, and
Attorney General Mr. Mivamoto should be removed from oftice as these
men are responsible for the conditions of the trust territory at this
time.

This is something else that has been going on for years; NOC has
been putting this through the shop. I’ve been in the shop on the Island
of Okinawa, they’re not ¢ bei ing rebuilt. They are cleaning and polishing
them and sending them out as fast as they can send them out. The
amount l'll‘ll they are sending out from Maha is not going to the trust
territory, it's going somewhere else. They are ]n‘ltlln'f on ships, and the
only way I see they can do it, is have the manifest aboard ship changed
en route. But it’s being done.

That is the end of my statement.

Senator Mercary. Thank you very much, Mr. Thorpe. Thank you
for raising these questions which are serious charges and allegations.
I assure you there will be an inquiry made about them.

My, Trorre. Thank you.

Senator Mercarr. Our next witness is Mrs. Rose Crow Flies ITigh.
She is listed here as chairwoman—I understand that vou’re supposed
to say chairperson—of the Three Afliliated Tribes of the Fort Ber-
thold Reservation.

Would you please identify the delegation from North Dakota and
proceed.

STATEMENT OF ROSE CROW FLIES HIGH, CHAIRWOMAN, THREE
AFFILIATED TRIBES, FORT BERTHOLD RESERVATION, ACCOM-
PANIED BY A DELEGATION

Mrs. Rose Crow Fries Hierm, Mr. Chairman and members of the
committee, my name i1s Rose Crow Flies High. T am the chairwoman
of the Tribal Business Council of the Three Affiliated Tribes of the
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Fort Berthold Indian Reservation, in North Dakota. We represent the
Mandan. Hidatsa, and Arickara Indians of North Dakota. I have been
appointed by the Business Council to testify at these hearings on be-
half of the Three Affiliated Tribes. I would like to introduce the ot her
Council members who have accompanied me to these hearings, Mr.
Austin Gillette and Mr. Ronald Little Owl.

We appear here today in support of the nomination of Thomas
Kleppe to be the next U.S. Secretary of the Interior.

Thomas Kleppe is no stranger to North Dakota or to the Three Affili-
ated Tribes. He represented our people as our congressional Repre-
sentative from 1967 to 1971, Prior to that time, Mr. Kleppe had served
as mayor of Bismarck, N. Dak., and he has always retained strong
ties with the State. and more importantly, with its citizens.

When Mr. Kleppe served in Washington as our Representative, he
was always willing to listen to the problems of his Indian constituents
and to assist our people whenever he could. He displayed a great
knowledge and understanding of the matters which are most impor-
tant to Indian people.

When Mr. Kleppe left the State to serve in Washington, D.C"., as
the Administrator of the Small Business Administration, he did not
lose tonch with our people.

As you may know, the tribes operate the Four Bears Motor Lodge
complex on the Fort Berthold Reservation. This project is very im-
portant to our people. In his position as SBA Administrator, Mr.
Kleppe helped the tribes secure important operating business loans
from private sources so that we would be able to continue our operation
and development of Four Bears. It is this type of assistance, at critical
times. which Indian people do not forget.

As Secretary of the Interior, we are confident that he will protect
and preserve the unique trnst relationship which exists between the
Federal Government and all Indian tribes, We are certain that Mr.
Kleppe will assist Indian tribes in the proper development and uti-
lization of the valuable natural and human resources which arve found
on Indian reservations throughout the country, and that he will sup-
port legislation and make all efforts to insure that our rights are not
violated.

It is our feeling that Mr. Kleppe has been a real friend to the In-
dians of North Dakota. While we recognize that the problems and re-
sponsibilities which face a Secretary of the Interior are far different
from those which face a Congressman with a limited constituency, we
believe that the essential fairness and understanding which Mr. Kleppe
has demonstrated in the past with respect to Indian affairs will carry
over when he becomes the Secretary of the Interior.

For these reasons. we strongly urge the Senate to confirm the nom-
ination of Thomas Kleppe as Secretary of the Interior.

On behalf of the Tribal Business Council and all the members of the
three affiliated tribes, we would like to thank you for the opportunity
to express our views on this important matter,

Thank you. Mr. Chairman.

Senator Mercarr, Thank yon very much for coming and giving us
the opinion of the members and leadership of the group. Mr. Gillette,
do you have anything to add?

=,




Mr. Guueerre. No, except for the matter of the Four Bears Motor
Lodge, one of our many projects we have at Fort Berthold. Mr. Kleppe
did assist us at 2 erucial time when we would have had to close our
doors, but speaking in terms of Indian rights, I know that’s a big area
and up the Upper Missouri River Basin, we have valuable deposits of
coal and, as Senator Bumpers stated earlier when he was mentioning
strip mining, we're going to have to face that one of these days in the
future.

I would like to see that there would be proper legislation drafted to
insure that it would protect our resources. That is the only statement
I have to make; thank you.sir.

Senator Mercarr. Mr. Gillette, we have passed and the President
has vetoed, a comprehensive bill regulating strip mining. However,
this committee has not taken consideration of coal located on Indian
land, we haven’t had hearings. we haven't had the benefit of advice
and counsel from our Indian constituents. As soon as we have cleared
the way for other strip mining legislation, as chairman of that sub-
committee, I propose to call in the various Indian leaders of the United
States and the members of the Interior Department and inquire as to
the process that we will go through for regulations for strip mining
on the Indian reservations and the Indian lands.

Mr. Little Owl,

Mr. Lrrree Owr, Thank you, My, Chairman. T don’t have anything
to add to what the chairwoman and Mr. Gillette has made.

Senator Mercary, Thank you all for coming and for giving us the
benefit of your advice and vour experience that you have had working
with Mr. Kleppe both in his position as the Small Business Adminis-
trator and as a-Congressman from your State.

Do you have any questions, Senator ?

Senator Bartierr. No questions, My, Chairman, thank vou.

Senator Mercanr. The next witness is Leland G. Ulmer, manager,
North Dakota Association of Rural Electric Cooperatives.

Mr. Ulmer, it’s nice to have you here ; if von will give us an appraisal,
l)!l‘:l.‘il'.

STATEMENT OF LELAND G, ULMER, MANAGER, NORTH DAKOTA
ASSOCIATION OF RURAL ELECTRIC COOPERATIVES

Mr. Uryer, Thank you, Senator, and thanks for the opportunity
to appear. 1 manage the North Dakota Association of Rural Electrie
Cooperatives and the North Dakota Association of Telephone
Cooperatives,

The electrie cooperative association represents 19 rural electrie co-
operatives that retail electricity to 82.000 rural people over 61.000 miles
of line. In addition. we represent several large generating and trans-
mitting cooperatives that wholesale power to our distribution coopera-
tives in North Dakota and adjacent States. The telephone association’s
member cooperatives serve the rural areas of North Dakota and in
North Dakota we have a lot. of rural areas.

Rural electrification on the prairies of North Dakota did not really
attain feasibility until the installation of the five main stem damson the
Missouri River. The low cost hydropower from these dams to these
consumer-owned organizations really got things going.
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In 1947, North Dakota had the distinction of having the largest
number of people without central station power service of any State
in the Union. We had no real source of wholesale power until the hydro-
power became available from the U.S. Burean of Reclamation. Today,
we serve only 1.37 consumers per mile of line. One readily sees that the
low cost Bureau hydropower gave us our start and remains an essen-
tial part of our operation.

We do a lot of business with the Bureau of Reclamation and work-
ing together, we have one of the finest power delivery systems in the
world. All available hydropower is being marketed from base loading
or peaking. Essentially, what we have done and are doing together is
obtaining the very maximum utilization of a natural resource, the
falling water in the Missouri River.

The Department of Interior and its agencies is deeply involved in
North Dakota. In addition to the Bureau of Reclamation, we have the
Bureau of Indian Affairs, and we have a substantial Indian popula-
tion. The Bureau of Land Management and the Bureau of Mines are
involved in coal, The Bureau of Sport Fisheries and Wildlife,
among other things, help raise the ducks our friends to the south of us
shoot. The Bureau of Outdoor Recreation’s role in North Dakota is
obvions. We have lots of outdoors which can be utilized for recreation.

I serve as a director of a small bank in my home community. Prior
to Mr. Kleppe's appointment to the Small Business Administration,
our board and officers seemed reluctant to use SBA. The procedures
were protracted and lengthy and redtape was plentiful. T'm happy to
tell you that it's a different story today. We can point to many local
success stories resulting from SBA participation in our loans and we
seldom have a board meeting that doesn’t find us granting loans with
SBA participation. These ave good loans and, thanks to SBA, our
community is growing at a comfortable and healthy pace. The SBA
has been administered.

My personal contact with the nominee and his accomplishments
lead me to believe, most firmly, that he is well qualified to sit as a
member of the Cabinet. He is an outstanding administrator and we
have found him to be a fair and thoughtful human being. I do hope
this committee will act favorably on his nomination. I know he will
serve the Nation in a commendable manner.

Thank you for the opportunity to present our views.

Senator Mercary, Again, T will repeat that in these hearings, it is
most useful to hear from the men and women who have had experience
with these various agencies Mr. Kieppe will be working with as Secre-
tary of the Interior.

I have some knowledge of the splended activities of the rural elec-
tric cooperatives in North Dakota, not only of the Bureau of Rec-
lamation power that you use, but of the cooperative that generates
and transmits electricity, not only to your cooperatives, but into the
State of Montana.

I think that is an agency, the basis on electrie that should be held
up for high praise as a model enterprise all over the United States.

It’s good for members of this committee, all of whom are from
areas that have substantial rural eleetric systems, to have your ap-
praisal of the nominee.

Mr, Urater. Thank you.
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Senator Barrrerr. Thank you very much, Mr. Ulmer, for testifying
before this committee. Your experience in energy; business in bank-
ing; and various activities for the Department of the Interior, these
are all important in making judgments for Mr. Kleppe. We appre-
ciate what has been said and what you’re doing to make things better.

Senator Mercarr, Our next witness is Mr. Mel Tonasket who is
representing the National Congress of American Indians.

Do you have a prepared statement? You have propounded several
questions. many of which are problems in my own State of Montana
and the reservations there. Go ahead and summarize or read the state-
ment, vou have the floor.

STATEMENT OF MEL TONASKET, PRESIDENT, NATIONAL
CONGRESS OF AMERICAN INDIANS

Mr, Toxasker. Thank you, Senator. It's my pleasure to be here once
again and an honor to be able to represent the American Indians at
these hearings,

I would like to read this statement because the number of points
that T want to make, I think, are extremely crucial to the Indian res-
ervations and the survival of our peoples and I don’t want to miss
any point,

Senator MeTearr. Go right ahead.

Mr. Toxasger. My name is Mel Tonasket. T'm president of the
National Congress of American Indians. As president of an organiza-
tion composed of numerous Indian nations, tribes and people, I wish
to sav this to Mr. Thomas S. Kleppe, whose nomination is before the
Congress for confirmation as the Secretary of the Interior.

American Indian people and the Nation as a whole desperately need
a man of integrity who ean bring to the Department of the Interior
the credibility which, for many vears, has been meager, if not non-
existent,

It is our fondest hope that Mr. Kleppe will step forward and firmly
annomnee that he will act expeditiously to prove that he is honest,
that he is competent, that he is reliable, and, being honest, competent,
and reliable, he will restore to the Secretary’s office the power and
the credibilitv, and that in lien of long-winded diatribes on Indian
affairs. he will act as the Chief Agent of the Trustee United States for
and on behalf of all Indian people; not for the special interests which
have established for their own benefit the policies and practices of
the Interior Department in recard to Indian water. coal, timber, fish
and all matters pertaining to Tndian natural resources.

To accomplish those things, Mr. Thomas S. Kleppe must recognize
at the outset this fact. that within the Interior and Justice Depart-
ments thig pattern is now and for a long time past, has been adhered
to within Interior’s grossly inept bureaucracy.,

One: there has been oppression of all Indian tribes and people by
the inept bureancracy through the undercutting of tribal leadership
and its inherent power of self-government.

Two: the bureauncratic activities have as their single objective the
self-preservation of that bureaueracy and the tight controls by it of
all aspeets of Indian life and property,
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Three: the bureancracy raids Indian property and the Treasury of
the United States for non-Indian purposes and projects to the irre-
parable damage of the Indian tribes and people.

Four: the bureaucracy within the Interior and Justice Departments
perverts laws which arve favorable to the Indian people and by twist-
ing those laws, benefits non-Indian users and projects,

Failure of the Interior Department to fulfill its function as the
principal agency of the trustee United States for the Indian tribes
and people, can be attributed to many factors. A principal reason for
that failure is this: due to their shameful conflicts of interest. the
attorneys in the Solicitor’s Office of the Department of the Interior and
the attornevs in the Department of Justice are now, and for many
vears past, have been usurping administrative powers and perverting
the law in furtherance of non-Indian interests to the irreparable dam-
age of Indian people.

I am now so gravely concerned over the conduct of the attorneys
in both the Interior and Justice Departments in regard to Indian
matters, that T have presented the issnes to Attorney General Levi.
Attached to this statement is a copy of my letter, dated September 15,
1975, to Mr. Levi. Accompanying my letter to him is a copy of the
National Congress of American Indians’ statement made to the Senate
Judiciary Committee at the Levi confirmation proceedings. Confront-
ing Attorney General Levi and confronting the Interior Department,
are the problems reviewed in my letter of September 15, 1975,

Two key cases. involving all American Indian people. are bronght
forcefully to Mr. Levi’s attention. They are Arizona v. Cailfornia be-
fore the Supreme Court, and the Walton case involving water rights on
the Colville Indian Reservation, my home reservation. Most serious
charges are presented by both cases. In Awizona v. California, the at-
torneys for the Department of Justice, although purportedly repre-
senting the Indian tribes on the five Indian reservations on the lower
C'olorado River, abandoned the Indians and aggressively advocated
claims adverse to the Indians.

In the Walton case on my home reservation, the attorneys for the
Solicitor's Office and the Department of Justice have joined forces with
a non-Indian against the Colville Tribes. Although the Col villes deny
that non-Indian Walton has any rights. those Federal attorneys advo-
cate the position of Walton who claims that he can share Indian water.
The Colville Tribes assert that Walton has no rights and that the Sec-
retary of the Interior does not have the power to determine how much
water will be taken away from the Colville allottees and the tribe and
given to Walton. We deny both propositions.

There are other Indian cases where the conduct of the Interior De-
partment and Justice Department lawyers are destructive to Indian
people. One of them is on the Lummi Reservation in the State of Wiash-
ington. There. the Bel Bay case involves identically the same problem
as presented by the Walton case. Again, the Justice Department seeks to
vest in the Secretary of the Department of the Interior power to take
water from Indian allottee lands and tribal lands and force the Lummi
Indians to share their short supply of water with non-Indians. That at-
tack upon Indian rights must be stopped.
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One of the most serious Indian natural resource problems in the
United States is in the upper Missouri River basin. Though grave
thronghout the whole basin, in the subbasin of the Yellowstone River
it is most serious, The Big Horn River is a tributary of the Yellow-
stone, The Big Horn River waters arise principally on the Wind River
Indian Reservation in Wyoming, and the river flows northward
traversing the Crow Indian Reservation in Montana.

In 1967, in furtherance of the great industrial cartel development of
coal in the subbasin of the Yellowstone, the Bureau of Reclamation
undertook its industrial water marketing program. Primarily, that
reclamation program involves the sale of Indian water. Let me empha-
size this fact; the Bureau of Reclamation has no right to sell the
Indian water. Yet the Bureau of Reclamation has undertaken to sell
hundreds of thousands of acre-feet of water, the rights to which belong
to the Indian people.

ITere again, the Department of Justice joins forces against the In-
dians. It denied in the Powers case, and lost, that the Crows had any
rights in the Big Horn, asserting rather, as is being done in the Waléon
case. that the Secretary of the Department of the Interior controls all
the Indian water.

The Supreme Court, in the Power case, threw out the Justice De-
partment complaint. Yet the attack by the Justice Department. on the
Crow rights continues. In a case now pending in Federal court in
Billings, Mont., the Department of Justice claims the United States
owns all of the Big Horn River water impounded in the Yellowtail
Reservoir on the Big Horn River within the Crow Indian Reservation.

Again. the Justice Department is proceeding ageressively against
Indian rights and interests on behalf of the non-Indian Bureau of
Reclamation, to the irreparable damage of the Indians.

One of the most serious Indian natural resource problems confronts
the Northern Chevenne Tribe in Montana. Involved is both the in-
valuable coal supply on their Reservation and the water rights of the
Northern Chevennes in the Tongue River. The Secretary of the In-
terior entered into contracts which clearly violated the trust responsi-
bility owing to the Northern Cheyenne Indian people.

Among other things, the price the Secretary contracted for the sale
of the conl was far below a fair price. Moreover. the Secretary entered
into the contract involving more Northern Cheyenne land than is
anthorized. I .

On hoth scoves, the Northern Cheyennes are the losers. Due to the
fanlt of the Secretary of the Interior, the Northern Cheyennes are
caught up in costly legal battles. Although it was thought the Secre-
tary of the Interior would help them financially, the Acting Secretary
has now advised the Northern Cheyennes that he cannot assist them
in paving attorneys fees. It is a shocking thing where the Secretary
violates his obligation to the Northern Cheyennes and then forces them
into costly legal fees and probably court action which they scarcely
can atford.

My people, the Colville Confederated Tribes, seeking to conserve.
preserve, and sensibly to administer their short water supplies, adopted
a water code. The Secretary of the Interior has refused to approve
it. Rather, the Secretary of the Interior desires to impose his regula-
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tions upon the tribes and to force the Colville allottees and the Con-
federated Tribes to share their water with non-Indians. :

Again, the Indian people suffer from the illegal, autoeratic. high-
handed conduet of the bureaucracy which. as stated above, seeks to
suppress and control all of the Indians for the benefit of non-Indian
uses and projects. T

Conduet. of the Solicitor’s Office and the Department of Justice 1n
the famous Blackbird Bend case requires special note. Involved are
{housands of acres of invaluable lands belonging to the Omaha Indian
Tyibe in the State of Towa, Those lands, for over 30 years, were aban-
doned by the Secretary of the Interior. Finally the Omaha Tribe, with
some assistance, went into possession of that and so long oceupied
by non-Indians who reaped miilions of dollars of profit from it

“Rather than supporting the tribe, the lawyers for the Solicitor’s
Office and the Justice Department seemingly joined forces with the
non-Tndians in regard to the issue of Indian occupancy. Finally the
[ndians started to initiate their own lawsnit. To the amazement of
the Omahas, the Justice Department rushed into court totally with-
out preparation or knowedge of the facts or, indeed, the law which
was mvolved.

The court consolidated the tribe's case and that of the Justice
Department. The court supported the tribe’s occupancy and they re-
main now in possession. Yet that occupancy was repeatedly attacked
by the attorneys for the Interior and Justice Departments.

Now the Omaha Tribe is strugeling on its own behalf to prepare
an adequate suit and rectify the mistakes of the case which the Justice
Department so improvidently rushed into court.

In the ultimate. the Omahas, T believe, will win. Yet they first had
to whip the antocratic bureaucrats who attacked vather than support-
ine the wise and brave action of the tribe going into possession of their
own lands from whi¢h they weére so long dispossessed. At this moment.,
the Omaha Tribe is still endeavoring to secure assistance from the
Justice Department of the caliber it requires.

Undoubtedly. the greatest problem confronting Mr. Kleppe is the
fiet that he will be the ehief administrator of the Bureau of Reclama-
tion which is the single greatest enemy of the Indian people in the
[nited States. HHow can the Secretary of the Interior perform his
functions as the prinicipal agent of the Trustee United States for the
Indian people, and at the same time administer the Bureau of Recla-
mation which. at this moment and for many years in the past, has
raided Indian land and water rights for its powerful political backers
who are the Iand and water speculatorsin the West ¢

My concern is this, and T pledge my own best efforts and those of
the National Congress of American Indians to achieve a very necessary
end.

The new Secretary of the Interior must insist that the Indian people
be given the full benefit of the laws respecting the performance by
the U.S. Trustee. In performing for the Indians the Secretary and
his staff must exercise the highest degree of care, diligence, and skill
when acting for the Indians.

The Seeretary of the Interior must; moreover, force his lawyers in
the Solicitor’s Office to act for the Indians, not against them as so fre-
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quently has happened. Lawyers in the Justice Department must, more-
over, rely upon the very formidable body of law that supports the
Indian rights and the Indian power of self-government.

[f Mr. Kleppe follows that course, he will at least take ste ps in the
right direetion and the Indian people will support him, I believe,

That is the end of my statement, I'll be glad to answer questions on
any of these matters.

Senator Mercarr, The material you have submitted at the conelu-
sion of your statement will be included in the hearing record.

Mr, Toxasger. Yes, sir.

Senator Merearr. As you know. the committee during the August
recess, held two hearings. one in Montana and one in South Dakota
regarding water and water rights and the memorandum of the agree-
ment entered into by the Bureau of Reclamation and the Corps of
Engineers as to the industrial disposition of the water, the five main
stem dams on the Missouri.

We also had a hearing here in Washington. on that matter. Again.
some of this can be resolved by legislation. You've raised questions of
arave concern to me not only as a Montanan, but to every member of
this committee as representatives of western areas that are concerned
with water,

Some of them may have to be resolved only by litigation. Perh: aps
we can’t even have legislation without some ‘enidance from the U.S.
Supreme Court.

The problem that you have presented. of course, is a problem that
is always present in such a large agency as the Department of the In-
terior where there are conflicting intevests involved at all times. The
Bureau of Indian Affairs has a conflict with the Bureau of Reclama-
tion. the Fish and Wildlife Service has a conflict with the Bureau of
Reclamation too.

I would hope that the Solicitors for the BIA would be more active
and would respond to your testimony in representing Indian rights
where there is that conflict there.

I think that this committee is aware of that, we will work with the
new Secretary. as we have tried to urge former Secretary’s in the
past, to help us resolve these questions and we look forward to your
cooperation as we have in the past.

Mr. Toxaskrr. I would like to make one more point that T hope
Mr. Kleppe will really consider. In the past couple years, the door of
the Secretary of the Interior has been fairly well sealed from Indians,
it is our hope. me speaking both as a member of my tribal council, and
also as president of the National Congress of American Indians. that,
when necessary, we be given the opportunity to meet with the Scere-
tary of the Interior to discuss some of these issnes.

Many times the incidents that I referred to here are usually handled
at the lower level and the Secretary gets blamed in the press and
within the tribal government for things that he really isn't immvl-
edgeable of or aware that is happening and is being done hy his
underlings.

We're also concerned that Mr. Kleppe. if he goes into office, that he
will really consider bringing some new blood into those key positions
around him. We realize that there has to be some old liners to keep
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him advised of what happened 100 years ago, 50 years ago, or 20 years
aro: but. we also feel that it’s really important that we have found
that those old liners don’t change their minds very much. Some of them
are still living in the past where philosophy was brainwashed into
them and that paternalism attitude. !

Thev don't realize that we've grown up and there’s a lot of things
we can do for omrselves with their assistance and their support, pri-
marily in the legal battles, in preparation for eases and that’s where
we oot shortchanged. We will be more than happy to work with Mr.
Kleppe and recruit new talent to bring that Department up to date,
Lecause we really feel that it is outdated and about 50 years behind
from the cases that they are referring to as their guidance for their
positions that they are taking in today’s pieces of litigation.

We would be more than happy to help Mr. Kleppe in any way that
we call.

Senator Mercarr. This committee is going to have to work with you
and Mr. Kleppe. and Mr. Kleppe is going to have to work with this
committee and you. That is what I was talking about when I said we
needed better lines of communication in all directions. I hope that
My, Kleppe will read the record and will respond with more of an
open door policy.

[ think you have made important points. These matters will con-
tinue to be problems for us, the Congress and the administration.

Thank you very much.

Mr. Toxasker. Thank you very much.

[ The information referred to by Mr. Tonasket follows:]

NATIONAL CONGRESS OF AMERICAN INDIANS,
Washington, D.C., September 15, 1975,
Hon. Epwaro H, Levr,
Attorney General of the United States,
Washington, D.C.

DeAr Mr. ATTORNEY GENEBAL: At yvour confirmation proceeding before the
Senate Committee on the Judiciary, a statement was made on behalf of the
National Congress of American Indians by its Executive Officer. For easy refer-
ence, o copy of that statement is attached. It will be observed that reference is
there made to the failure of the Attorneys in the Department of Justice to fulfill
their responsibilities to the Indian Tribes and people. Because they are acting
for the Trustee United States of America for the Indians, the Attorneys for the
Justice Department are required to perform professionally exercising the highest
degree of care, skill and diligence, References are made in the attached statement
{0 the numerons instances in which the Justice Department is not now and has
not in the past acted properly in the performance of its responsibilities.

In response to the statement of the National Congress of American Indians, you
eave assurances that yon would support Indian interests. Youn, moreover, gave
assurances that you would be accessible to the American Indian people and to
hear and consider their problems, Those same assurances were given to me as
P'resident of the National Congress of Ameérican Indians and as a member of the
Colville Confederated Tribes in the State of Washington.,

The purpose of this letter is again to bring to your attention matters referred to
in the statement to the Senate Committee, There are developments in those cases
directly involving the conduct of the Attorneys of the Department of Justice.
The ultimate disposition of the issues that have arisen between the Western
indian Tribes ocenpying arid and semiarid Reservations and the Attorneys for
the Department of Justice demands favorable resolution on behalf of the Indian
people. Those issues involve the imperative necessity to preserve and protect the
invaluable Indian rights to the use of water without which those arid and semi-
arid Reservations are not habitable and eannot be sustained as economical viable
Indian communities,
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Particular reference in the accompanying statement is made to cases vital to the
Indian people and they include Arizona v. California which is now before the
Supreme Conrt. Likewise involved and of equal importance to the Indian people
are the cases of Coleille Canfederated Tribes v. Walton. etf. al., Civil No. 3431,
and United States of Ameriea v. Walton, Civil No. 3831, Those cases now pending
in the United States District Court for the Bastern District of Washington have
been consolidated for trial.

As a2 member of the Colville Confederated Tribes, a member of their Tribal
Counecil. I mmn vitally interested in the failure of the Department of Justice
properly to perform its functions in the last cited cases, all as will be subse-
quently reviewed in some detail.

Prior to discussing the Walton Cases and the pressing need for your early
action in regard to them, I will make reference to the case of Arizona v, Cali-
fornia, concerning which I understand the Indians there involyed have requested
assistance from you, In regard to Arizona v. California you will observe in the
attachment a letter dated January 15, 1975, from Senator Jackson of the State of
Washington to your predecessor in office, the Honorable William M., Saxbe.
Senator Jucksen made reference to the case of Arizona v. California and sub-
mitted with his letter a copy of 2 Resolution dated January 14, 1975, adopted hy
the Confederation of Colorado River Tribes composed of the Fort Mojave, Colo-
rado River. Fort Yuma, Chemehuevi and Cocopah Indians, That resolution is set
forth in full in the attached copy of the statement made to the Senpte Jndiciary
Committee, It eommences at the bottom of page 1 There the Indian Tribes
sharply copdemn the Department of Justice for its inherent conflict of. interest
in the caxe of Arizona v. Californie, and the consequences Howing from that con-
flict of interest which have so gravely damaged the Tribes. They likewise con-
demn a propoged Stipulution which is the product of the conflict of interest and
whicli it lis intended will be made a part of the Final Deeree in Arizonu v.
Ctalifornia. That Stipulation, I am advised, subjects and subordinates the rights
of the Colorado River Tribes of the Lower Colorado River to the priorities of non-
Indian projects and uses, Incredibiy the Attorneys for the Department of Justice
who were supposed to be reépresenting the Indian Tribes, advoeated the Interests
sdverse to the Indians and are now supporting the Stipulation, which would be
so damnging t6 the Indians,

I am advised that Senator Jackson, by a letter dated Aungust 27, 1975, to yoiu,
has requested that you meet with the above named Indian Tribes on the Lower
Colorado River in an effort to preserve and protect their rights in the case of
Arizona v. California. As President of the National Congress of Ameriean -In-
dians, 1 join the Confederation of Colorade River Tribes in their request for an
andience with vow I eannot urge too strongly that you render them every assist-
ance to protect and preserve their inyaluable life-sustaining rights in the Colorado
River. I further offer to yon my own very best efforts and thoese of the National
Congress of Ameriean Indians to bring to a just and legal resolution the ease of
Arizona v. California which is so vital to the Indian Tribes not only on the Lower
Colorado River but to all American Indians.

Reference was made above to the consolidated cases of Colville Confederated
Tribes v, Walton and the United States of America v, Walton. Those cases and
the issues presented by them are more acute in many respects than Arizona v.
California quite aside from its impact upon Indian rights and interests, History
of the Walton Cases reveals an appalling arrogance on the part of the Justice
Department Attorneys. It likewise reveals a gross failure of those Attorneys
properly to perform their functions on behalf of the United States Trustee for
the Indian people and upon whom the Colvilles are foreed to rely. Reference is
made to the fact that for many years the United States had failed to proteet
the rights and interests of the Colville Indians in a small stream referred to as
No Name Creek which is entirely within the Colville Reservation. A non-Indian
Walton acquired land traversed by No Name Creek, claimed rights in that Creek,
monopolizing virtually its entire flow, taking water from Indian farms, stopping
Indian development, interfering with Indian right¢ of fishery, and depleting the
flow of No Name Creek into unique and beautiful Omak Lake.

In an effort to stop Walton's vielations of Colville rights in No Name Creek,
the Tribes initiated the above referred to cases of Colville Confederated Tribes v,
Walton, Through its counsel the Tribes asked the Department of Justice to inter-
vene on their behalf in the Colville case against Walton. Rather than acceding to
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the request of the Tribes the Justice Department initiated its own independent
action.

Main thrust of the Justice Department Walton Case is to have Walton enjoined
from diverting water from No Name Creek “in excess of that aunthorized by the
Secretary of the Interior.” The Colville Tribes are unalterably opposed to that
position, (a) denying that the Secretary of the Inferior has power to “authorize
Walton to have any share with the Indians in the drastically short supply of
water in No Name Creek, and (b) assuming there is anthority in the Secretary
of the Interior to allow Walton to use the waters of No Name Creek—which is
denied—the Secretary has never authorized Walton to take any water from the
Creek,

From the moment the Justice Department filed that snit, the Colville Tribes
have resisied the course adopted by it. They and other Indians similarly situ-
ated in Western United States are fearful of the implication of it. Manifestly
if the Secretary of the Interior can take water from Indian allottees and give it
to non-Indians, that officer is invested with the power of life and death over them,
(longress, having plenary power respecting Indian affairs, has never awarded
that vast authority to the Secretary with the poetential for destruction of Indian
people and their rights.

Irrespective of the lack of amthority in the Secretary of the Interior to seize
Indian rights to the use of water and authorize Walton to use it, that statement
is reiterated and reaffirmed in a letter dated July 18, 1975 by your Assistant
Attorney General Wallace IH. Johnson to Kent Frizzell,, Solicitor. That letter
was hand delivered by Mr. Frizzell on the date last mentioned and on that date
read aloud by Kent Frizzell to me and others present, A copy of Mr, Johnson's
letter is attached.

It is throughout gravely in error, I can only infer those errors came from bad
information and bad advice, I had little difficulty in disclosing factual errors
made by Mr. Johnson and dispelled them at the conference with Mr., Frizzell.

Far more serions than his errors in fact, however, are what I am advised are
grave errors in law. I.am further advised they pervade the case which the Jns-
tice Department brought against Walton., Manifestly neither the Colville Tribes,
which have assigned to me the responsibillty in the Walton Cases, to protect
their intersts, nor the National Congress of American Indians which represents
thousands of Indians, can tolerate the Justice Department acting in ervor to the
irreparable damage of the Colvilles in particular and all Western Indians in
genernl.

Myr. Johnson, in the final sentence of the second paragraph, declares that it is
the position “of the Government herein” and consgistent with United States v,
Powers, 3056 T8, 527 (1939), that *, . . Walton, as a successor in interest to an
Indian allottee, has some right to water,” I am advised that the Powers Cage was
initiated by the Justice Department. In that case the Justice Department denied
that the Crow Indian Tribe of Montana had any rights to the use of water under
its 1868 Treaty with the United States. Rather, as in the Walton Case, the Justice
Department in Powers, asserted title to the rights to the use of water was in the
United States and the Secretary of the Interior had the full power and authority
to use the water in disregard of the claimed rights of the Crow Indians.

The Court of Appeals for the Ninth Cirenit declared that the rights of non-
Indian Powers conld not be determined in the suit brought by the Department of
Justice. That Court ordered dismissal of the complaint in the Powers Case.
(United States v. Powers, 94 F.2d4 7583 (CA9, 1935) ). When the 'owers Case came
before the Supreme Court for review the Supreme Court, among other things,
stated : “The decree of the Court of Appeals dismissing the bill must be sustained.”

It, moreover, adopted the rationale of the Court of Appeals, stating:

“We do not consider the extent or precise nature of respondent’s [PPowers’]
rights in water.” ( United States v, Powers, 305 1.8, 527, 531-532 (1939))

The Supreme Court then added—reitérating the opinion of the Court of Ap-
peals which ordered the complaint in Powers dismissed : *The present proceeding
is not properly framed to that end.”

There was nothing decided in the Powers Case pursuant to which Mr. Johnson
of your stafl' could corvectly déclare as he does, that Walton “has some right to
water.”

It is eaually clear that the Powers Decigion rejects the eoncepts asserted by the
Justice Department in the Waelfon Casge, that the Secretary of the Interior has
the authority to authorize Walton to take any water. Yet it is both explieit and
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tmplicit in the complaint filed by the Department of Justice in the Walton Case
and Mr. Johnson's letter of July 18, 1975, that the Departient of Justice is seek-
ing to invest title to the rights to the use of water in the United States and to
authorize the Secretary of the Interior to distribute those waters.

In regard to the Walton Cases, it is the position of the Colville Tribes that the
Department of Justice has three alternatives in the matter :

1. It can amend its complaint and join the Colville Tribes in their case
against Walton and proceed to trial upon the concepts of the Colville case in
i!\ present posture;

2. It ean withdraw from fhe ease, allowing the Colville Tribes to proceed
in their case without the Department of Justice being present in the case;

!1 can assume an adversary position to the Colville Tribes and neces-
s e by the results when the case is ultimate ly determined.

I cannot urge too strongly that you exercise your great power in your high
office to take immediate action to investigate the facts in both Arizonae v. Cali-
formia and in the Walton Cases. Having investigated those Tacts, 1 would urge
vou to take appropriate action to direct your staff to ]I'Inll'tl and not denigrate,
Indian rights to the use of water as has been their practice in the past.

Sincerely,

MeL TONASKET,
President, National Congress of American Indians.
Enclosures.

TeSTIMONY OF CHARLES Trimere, Execvrive DIRECTOR, NATIONAL
COXGRESS OF AMERICAN INDIANS

Mr. Trimure. Mr, Chairman, I am Charles Trimble, executive director of the
National Congress of American Indians. I am appearing today as the representa-
tive of the largest, oldest, and most representative organization of Indian tribes
thronghout the United States.

We are not here to oppose the nomination of Mr. Levi. However, we are con-
cerned, and would like to impress upon him and upon members of this eommittee
the gravity of the situation facing the Indians because of the failure by the
Justice Department to live np to the high standards of conduct owed to the
Indians by this Nation's trust responsibility. The public has been made aware
of the early rip-offs of vast acreages of Indian land, but few know of the well-
documented continuing theft that, in faet. is going on as we sit here today.

We Indians have always known that Federal agencies didn’t properly represent
our inferest when other interests were present, but we have had a problem
retting this message to the American people. However, the conflict became <o
obviong and potentially embarrassing to the Government that in a message to
Congress on July 8, 1970, the President of the United States, President Nixon,
had this to say about the Interior and Justice Departments, and I quote:

“The United States government acts as a legal trustee for the land and water
rights of American Indians, These rights are often of eritical economic im-
portance to the Indian people; frequently, they are also the subject of exten-
sive legal dispute. In many of these legal confrontations, the Federal govern-
ment is faced with an inherent confliet of interest. The Secretary of the Interior
and the Attorney General must at the same time advance both the national
interest in the use of land and water rights, and the private interests of Indians
in land which the govermment holds as trustee,

“Every trustee has a legal obligation to advance the interests of the benefi-
ciaries of the trust without reservation, and with the highest degree of dilizence
and skill. Under present conditions, it is often diffienlt for the Department of
the Interior and the Department of Justice to fulfill this obligation. No self-
respecting law firm would ever allow itself to represent two opposing clients
in one dispute: vet the Federal government has frequently found itself in pre-
cisely that position. There is considerable evidence that the Indians are the losers
when such situations arise. More than that, the eredibility of the Federal
government is damaged whenever it appears that such a conflict of interest
exists.”

President Ford has reaffirmed that position. I think that that is all a part
of the polities of expectation.

Gentlemen, don’t you think that the very dignity of the United States itself
is in danger when you have one highly placed official after another decrying
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the failure of the trustee United States to live up to.its fiduciary responsibility
of the highest and most exacting standards?

I wish I eould say that the record of the Department of Justice had improved
since that Presidentinl declaration. But the sitnation is worse and is rapidly
deteriorating. And nowhere is this more true than in the area of tribal water
rights, The Justice Department wished to introduce a bill last year to catalog
I ederal water rights that would have defined the Indian’s water rights right out
of existence.

Regional shortages of water, national and international shortages of coal
and other power-related minerals and resources have increased the raids on
tribal water and other related tribal resoutrces by energy companies, non-Indian
farmers, eorporate Industries, and real estate developers.

In addition, the energy crisis has actually intensified the conflict within the
Justice Department by increasing the number of interests they have to serve in
the name of Project Independence or some other catchword for furthering na-
tional policy, just as Manifest Destiny provided the excuse for land grabs in
the past. Catchwords have been konown to hold rational analysis in chains for

ds of 50 years and more,
1ld like to get into some specifle examples of what I mean by a failure
by Justice and Interior to resolve this conflict of interest.

The Jiea Apache tribe on the Navajo River are not only being denied
the right to exereise their water rights, but the river has become so depleted by
4 Bureau of Reclamation project that the fish have died.

Ner * ApovreEzK, Is that the San Juan Channel project you're talking about?

Mr. TRIME . The Justice Department has not seen fit to bring any action
to correct ‘.?ni~ situnation. In U5, v. Aamedl, the Pueblos along the mainstream
if the Itio Grande were originally denied a day in court, and have been locked in
a desperate stroggle to preserve their water rights. It is not at all clear that
the Justice Department is pleading the strongest Indian case due to conflicts of
interest within that Department.

Also, in the water-short Southwest, the tribes along the Colorado River ‘IT"
asking for time to study certain auinlllnlu-lln prepared by officials of the Interior
and Jostice Departments. These tribes believe the proposed stipulations will
cause the loss of priorities in the Colorado River and rights to which the tribes
as=ert they are legally entitled. I am enclosing a letter for inelusion In the record,
from Senator Jackson, regarding this.

Senator ApovkEzk,. That will be accepted.

| The document referred to follows:]

JANUARY 15, 1975,
Hon, WiLniasm B, SAxpE,
Attorney General of the United States,
Washinglon, D.(,

My DeAR Mz, ATTORNEY GENERAL: This letter is in reference to the proposed
Stipulation of Present Perfected Rights prepared by officials from yvour Depart-
ment and the I'n]r‘li“d”' . of the Interior pursuant to the case of Arizona v.
California in the Supreme Court (373 U.S8. 546 (1963) ; 376 U.8, 840 (1964) ).

Recently, tribal oflicials from the Fort Mojave, Chemcehuevi, Colorado River,
Fort Yuma, and Cocopah Reservations appealed to the Committee secking a delay

by the United States with respect to the Stipulation. (See attached
The tribal official contend that if the RBtipulation is accepted by the
itedd States, the respective tribes will lose priorities in the Colorado River and

1 1 tribes assert they are le Iy entitled.
am advi rther by tribal officials that f Department of the Interior
entered into a contract with a private consalting firm to determine whether or
not the tribes conld justify additional ir ible acreage on their reservations
which they assert was not included in the evidenee snbmitted in the Arizona v.
California se. The contractor will complete his work on February 10, 1975,
and the tribes and the Burean of Indian Affa will need severnl months to
analyze the re ||l:ll to support the Indians’ contention concerning their rights and

interests in the Colorado River,

The Stipulation holds important implieations for the fufture economies of the
affected Indians and non-Indians. Considering that the Arizona v. California
decision was rendered by the Supreme Court over ten years ago and that the
Stipmlation as to present perfected rights has been in process of formulation
sinee 1960, I do not envision that a delay of several months to permit the Indians

59-116—70——7
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to develop their case will jeopardize the interests of either of the parties.
Therefore, I respectfully request that yon defer the final decision on the Stipu-
lation until July 1, 1975, in order that the Indian interests may be adequately
considered in this issue. I am taking the liberty of sending a copy of this letter to
the Secretary of the Interior because of the trustee responsibility he carries with
respect to the five tribes.

Sincerely yours,

Hexry M. Jacksox, Chairman.

Enclosure.

Mr. TrrMBLE. There are two eases with which T am personally and immediately
acquainted, involving Indian water rights, in which the conflicts of interest are
all-encompassing. They are the Unifed States and the Coleville Confederated
Tribes v. Walton, and the Lummi Indian Tribe v. Bel Bay Comunity and the
State of Washington. Both of these cases are in the Federal courts of the State
of Washington. In both eases, the Department of Justice is acting, in my view,
in A manner entirely in opposition to the Indian interests. I am offering for the
record a copy of a letter dated January 20, 1975, from the lawyer of the Colville
and Lummi Tribes, the Honorable Alvin J. Ziontz, to Kent Frizzell, the Solicitor
of the Department of the Interior, in which Mr. Ziontz reviews in detail the
tragic consequences of the failure of the Department of Justice adequately and
professionally to represent those tribes in the above-mentioned Walton and Bel
Ray eases. Mr, Chairman, I offer that for the record.

Senator Asourezg. That will be received.

[The document referred to follows:]

ZioNTz, PIRTLE, MORISSET, ERNSTOFF AND CHESTNUT,
Seattle, Wash., January 20, 1975,
Re Colville Confederated Tribes v, Walton and Lummi Indian Tribe v. Bel Bay.
Mr. KENT FRIZZELL,
Solicitor, Department of Interior, Washington, D.C',

Dear KexT: Time is running out in the Walton and Bel Bay cases, T expect
Tudze Powell, in Walton, to require the parties to incorporate their positions in
a pre-trial order to be lodged in the next thirty days, if not sonner. In Bel Bay, the
various parties have informed Judge Voorhees that they will lodge a stipulation
of facts by mid-February and be prepared to brief and argue their cases soon
after. At this late date the inability of the respective tribes to secure support, or
for that matter even a clear-cut position from their coplaintiff, the United States,
on two erueial legal issnes has handieapped our trial preparation, will make a
shambles of the eases and certainly threatens to embarrass the Unifed States be-
fore the federal judges involved. If this matter is not resolved promptly, T prediet
we will have a repetition of the same sort of mess which has oecurred in the
Aamodt case, a case which, like these two cases, was entered and prepared by the
United States Justice and Interior Departments in a fatally ambignons fashion,
was long pending hefore the eourt and now is cemented into a confused and
farcical trial posture.

The two specific issues which are creating the trouble are the question of the
limitations imposed on the Secretary and the Department by 25 U.S.C. § 381 and
the question of title to water rights within the boundaries of the reservations.

Tn 1887, Congress enacted § 381 as § 7 of the General Allotment Aet. That seec-
tion conferred upon the Secretary of the Interior the power to make a “jnst and
equal distribution” of water among the Indians residing on the rescrvations. Tt
did not authorize the distribution or patenting of water rights to non-Indians. If
the Tnterior and Justice Departments do not agree with this contention, it is
imperative that you so advise ns. And if the United States eannot support us in
this. we ask that it refrain from taking a position hostile to the fribes on fhat
question and insure that Justice Department atforneys, if pressed, will inform
the court that the United States takes no position on this issue, believes the ques-
tion is hefore the conrt for resolution “in a ease of first impression”, and considers
the tribe free to advance its own contentions on the matter,

A second and even more eracial question is whether the non-Indian grantee of
an allottes can claim a water right as the result of the transfer of land. As you
know, it is onr contention that the right to the nuse of all water upon, under, bor-
dering or tributary to a reservation resides undiminished in the beneficiaries of
the reservation: federally recognized Indian tribes. There is, as we very well
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understand, a hardcore group of attorneys within- the Departments of Interior
und Justice who advance the opposite view. Since the matter has never been
clearly and definitely resolved where the grantee's elaim has no basis in the
statute, treaty or executive order establishing the reservation, we find it difficult
to understand why the trustee would advocate such a position. Here again, we
niust ask that you promptly advise us as to whether the United States is going to
support the tribes in their position, If you are not, then we must again ask that
you refrain from interfering with the tribes’ assertions and/or taking a position
actually hostile to that of the tribes,

The Importance of the issue can hardly be overstated. A holding that non-
Indians inhabiting former allotments acquired a share in tribal water rights
would have a disastrons effect on reservations throughout the arid West, It
would give largely non-Indian landholders a death grip on the waters of the
reservation, apply a multiplier effect to the destructive consequences of the
allofment act and freeze the Indian people into inability to develop or even
properly administer water within their own reservations,

As you ean imagine, the words spoken by federal attorneys represeanting the
United States in these two cases have tremendous impnet on the federal court.
Even the most easual indication to the court that the United States is opposed
to or skeptical of the tribal contention can have such a result,

Therefore, we know you will understand clearly that it is erucial that either
the United States sapport the tribe, or that they carefully avoid indieating to
the court in any manner, explicitly or implicitly, any skepticism, hosgtility or
disagreement with the tribal position. We must ask that snch a commitment be
mide promptly and in a manner which will be communicated to the Justice
Department, whose attorneys are funetioning on behalf of the United States in
the litigntion. Because of the brief time remaining, it Is imperative that action
be taken in a matter of days,

We would hope to be able to enter a pre-trinl order in Walton, in which nothing
i= stated ag to the parties’ contentions which would in any way indicate that
the T'nited States is opposed to the tribes in these matters. The entry of such
a pre-trial order is. however, held up completely becanse the United States
attorney i awaiting direction from the Justice Department which in turn is
reflecting the views put froward by some solicitors who are skeptical of the
tribes' posgition.

Please feel free to eall me if yon have any questions concerning this matter,
hnt T ean assure you that itz importance and urgeney are of the highest order
and reguire your personal attention,

Sincerely,
Awviw J. Zioxrz.

RESOLUTION OF CONFEDERATED TRIBES OF THE LOWER COLORADO RIVER

Wherens. the Confedernted Tribes of the Lower Colorado River, eonsisting of
the Fort Mojave, Fort Yuma, Cocopah, Colorado River and Chemehuevi Indian
Tribes, was formed for the primary purpose of protecting the water rights of
the five Indian reservations in Arizona v. California : and

Whereas, the Supreme Court’'s Marvch 9, 19064, decree in Arizone v. California
required the States of Arizona, California and Nevada and the United States to
furnish a list of so-called present protected rights (with the claimed priority
dates) within 2 years or by Mareh 9, 1068 ; and

Whereas, there have been negotiations and disenssions that have taken place
periodically since 1964 aimed at reaching a stipnlation with respect fo the sn-
called present perfected rights, but no such stipulation has yet been executed ;
and

Whereas, the five Colorado River fribes have not been kept informed of the
statns of these negotiations by their trustee despite the fact that their vital
interests directly and immediately involved: and

Whereas, the five Colorado River tribes made known their concern to the
nterior Department and in mid-1974 the Department agreed to provide the tribes
with the funds necessary to make certain essential studies required in connection
with the proposed stipulation ; and

Whereas, the Burean of Indian Affairs then entered into a contract with a
consulting firm that ealled for the submission of its report on February 10, 1975;
Aand
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Whereas, on the basis of information already obtained, it is evident, that the
existing decree in Arizone v. California was based on an inacenrate and incoms-
plete record, and that the proposed stipulation is contrary to both law and fact
and is diametrieally antipodal to the interests and rights of the five Colorado
River tribes ; an

Whereas, the Solicitor of the Interior Department has notified the Burean of
Indian Affairs that the Interior Department will advise the Justice Department
of its position with regard to the proposed stipulation by January 17, 1975, before
tiie completion of the report contracted for by the Bureau of Indian Aflfairs:
Now, therefore, be it

Resolved That :

1. The Confederated Tribes of the Lower Colorado River are unalterably
opposed to the proposed stipulation in its present form, both as to fact and law ;
and

2, That the Confederated Tribes, based upon the records in Arizena v. Cali-
fornia, feel that by reason of the inherent confliet of interest within the Interior
and Justice Departments, they were deprived of adeauate representation by
reason of the conflicting interests hetween their elaims and those of the Bureau
of Reclamation or agencies under contract with the DBureau of Reclamation;
and

2. It is belleved that by July 1, 1975, the Confederated Tribes will have
marshaled the essential evidence and related data to permit them to formulate
a new draft of stig ion speci 1ly detailing the extent and nature of their
present perfected righis as they relate to other claimants on the stream: Be it
further

Resolved, That the Secretary of the Imterior forthwith take all appropriate
steps to see that the time for the Confederated Tribes to prepare their presenta-
tion to the Department of the Interior be extended to July 1, 1975,

Dited : Janoary 14, 1975.

ILEWELLYX BARRACKMAN
(And 5 others).

Mr. TrimerE. These are only a few examples of eases where conflicts of interest
are preventing the Justice Department from fulfilling its trust responsibility in
the protection of Indian water rights.

Another broad area in which the Attorney General of the United States has
failed the American Indians involves the ever-contentions area of Federal-
Indian-State relationship. Particularly erneial is the Id of taxation in the
States which seek to tax the Indian people, their properties, and their income.
Chief Justice John Marshall correctly declared the threat the Indinns are now

onted with : *“The power to tax is the power to destroy.” Unless the Attorney
al of the United States takes immediate action a nst State encroachment
through taxation, the I can Indians will be destroyed.

In 1970, the Administration proposed legislation to correct some of the abuses
pointed out in the President’s mes », Ome of these was the Indian Trust Couneil
Authority. Althongh we supported that eoneept, we had our own recommenda-

o Cengress to improve the legislation.

fter all that had been said, done, and pointed ont what was wrong in the
ection of Indian tribal natural resources, the Justice Department recom-
mended to the 93d Congress tl nst conneil bill was to ereate a small staff
r geven or eight attorne ite, according to their figures, more than
ges, We are aware of many more cases that should be filed, and would be
but for the conflict of interest. We don’t think the Justice Department is

really interested in solving the conflict of inferest problems.

What confliet, indeed ? There does not seem to he any confliet of interest stand-
ing in the way when Justice and Interior are faced with the urban areas of
the West and Sonthwest, with their larger and more infinential lobbying power.

I hiope that T have been able to impress upon yvou that this is a severe problem.
We hope that you will explore ways with Mr. Levi to minimize the conflict of
inferest in existing cases. Ask Mr. Levi to commit himself to investigate means
by which the other interests will be separated from our unigue and historical

zal position with the Federal Government.

We bhelieve that a long-term solution shonld be the goal, and that the Atforney
General Designate should be ked to take a realistic position on the Trust
Counecil Authority, or private recommendations for an adequate alternative,
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I thank vou for the opportunity to present what 1 believe is the legal and
moral obligation of the Federal Government toward Indians, and to present our
suggestions as to how the new Attorney (General can establish a course of action
to improve the tarnished image of the past, Thank you, sir.

Senator Apovkezg. Thank you, Mr. Trimble.

I don’t know whether youn were here yesterday during Mr. Levi's testimony,
when I asked him about supporting the concept of an Indian Trust Council
Authority, with nonconflict cases being retained in the Justice Department. As
I understood his testimony, he generally supported that concept ; and in relation
to the rest of his testimony, he was pretty definite about it

My, TriveLe, We will follow up on that, sir.

Senator Apot . I want to thank you very much for your testimony.

Mr, TrivmpLe. Thank you.

Jury 13, 1975:
KNt FrizzeiL, Eeq.,
Nolicitor, Department of the Interior,
Washington, 1,0,

DEAR Mg, FrizzeLL: We are writing with regard to Uniled States v. Wallon,
et al., Civil No. 3831 in the United States District Court for the Eastern District
of Washington,

You will recall that this action was initiated by this Department for the
United States in its own right and on behalf of the Colville Confederated Tribes
at the request of the Department of the Interior in March of 1973. The primary
purposes of this adjndication were to enjoin the defendants Walton from di-
verting water from No Name Creek in an amount in excess of that authorized
by the Secretary of the Interior, and to have the State of Washington, having
no authority over the appropriation of waters within the external boundaries
of the reservation, enjoined from issuing further permits for pumping or di-
version therein. It is the position of the Government herein that consistent with
United States v, Powers, 305 U.8. 527 (1959), Walton, as a successor in interest
to an Indian allottee, has some right to water.

One of the theories on which this litigation has proceeded was that the diver-
glon activiti of the Waltons was in excess of their appropriate share and
that their activities would cause irreparable harm to the Tribe because it has
decreased the size of Omak Lake which lies downstream from the Walton allot-
ments, In June of this year it was determined by representatives of the Office
of the Regional Solicitor in Portland, representatives of the Bureau of Indian
Affairs, the Colville Tribe and the Tribe's counsel that additional hydrological
testing was required in the area to establish the proof necessary to support the
conclusions of the expert testimony to be presented at trial on October 14, 1975.
This econclusion was reached after consultation with and with the concurrence
of the expert Mr. Noble and was concurred in by the United States Attorney
handling the litigation.

We have now been advised that as a result of recommendations of an em-
ployee of the Bureau of Indian Affairs which were contrary to the recommenda-
tions of all eounsel for the Government and the Tribe, the expert and the United
States Attorney, the Tribe has undertaken a well drilling program financed by
the Bureau which precludes the possibility of the tests to be conducted. Further
we understand that the same employee of the Bureau recommended that the
Tribe not permit the testing program previously agreed upon.

We, of conrse, cannot prediet the ultimate effect of the lack of data on the
outcome of this proceeding. However, we wish to express our disapproval of
these actions which will resnlt in either a change in a theory of the case to
be presented or which will, in the view of the expert, render his testimony in
support of that theory vulnerable to attack. Neither of these possible results is
likely to improve our chances of success in this litigation and we believe thaf
if a change of theory is necessary at this late time it would undermine our
efforts.

We have encountered another problem while ascertaining the facts of this
controversy which is common to other litigation as well. The expert who is to
provide the testimony supporting the Government's case here is a consultant
emploved by the Tribe with funds provided by the Burean of Indian Affairs.
There is no Government witness as such. We and the United States Attorney
have had great difficulty loecating the Tribe's expert and therefore have not al-
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ways been able to ascertain his views, The ability of counsel to reach and work
with experts it, as you know, of critical importance to pretrial preparation. The
insulation of experts supporting the Government's case, as exists here, and the
inability of counsel to assist in directing their pretrial preparation, prevents
this office from effectively performing its mission.

Litigation is difficult under the best of circumstances. Without complefe co-
operation from the client agency it is much more dificult, Unless such cooperation
is received our efforts to vigorously act on behalf of Indians through the newly
credated Indian Resources Seectlon will be frustrated. It is because of the severe
consequences of less than complete cooperation that we are writing to ¢ S8
disapproval of the activities which prevented the tests deemed neeessary by
those in control of the litigation,

Sincerely,
Warrace H. JouxNson,
Assigtant Attorney General
Land and Natural Resources Division.

Senator Mercarr. Brent Blackwelder, please, of the Environmental
Policy Center.

STATEMENT OF BRENT BLACKWELDER, ENVIRONMENTAL POLICY
CENTER

Mr. Brackwerper. I'm Brent Blackwelder, Washington representa-
tive of the Environmental Policy Center. Joining me today is Bob
Alvarez, our specialist on western water and energy.

Given the lateness of the hour, I'll just summarize the highlights
of my testimony.

Senator Mercarr. Thank yvou very muech, We will give youn every
opportunity to present any material you desire. Your entire statement

will be printed in the record.

Mr. Buackwerper, Thank you.

The focus of our testimony is on the activities of the Bureaun of
Reclamation. Our position is, essentially, that we believe that the com-
mittee should not approve the nomination of My, Kleppe unless he
pledges to end the secrecy and the information coverups that have
gone on within that agency in connection with Bureau of Reclamation
projects.

As a former Congressman from North Dakota, Mr. Kleppe is a
supporter of the gigantic Garrison diversion project of the Bureau of
I{uu'llzlmzlliolh This 1rrigation project has been labeled by conservation
groups as one of the most environmentally disastrous in the Nation.

Actnally, it's been destructive to the two largest farm interests in
the State, in 1973, calling for a moratorium on the project. In October
1973, the Government of Canada requested a moratorium on the proj-
ect, beeause it would send salty irrigation return flows into rivers flow-
ing into Canada.

The Bureau refused to comply with Canada’s request for a mora-
torium and announced that it would study alternative ways to meet
Canada’s objections to the salty return flows. But instead of working
with the Canadians and the citizens of North Dakota on possible alter-
natives, the Bureau made a deliberate decision to withhold vital proj-
ect information from the Canadians and from the people of North
Dakota. y

This decision was concurred in by top Bureau of Reclamation offi-
cials, as the attached internal memos indicate. I hope that those two
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weord. They say that the study should

memos could be included in the 1 _ )
ilable to local interests nor 1o the

be informal and not be made ava
Canadians.

We believe that this behavier by an agency deserves the greatest
censure. The new principles and standards of the Water Resources
Council, and Mr. Kleppe will become Chairman of that Council, ex-
plicitly calls upon water resource agencies (o make a greater eflort to
involve the public.

Yet. what we have here is the Bureau going beyond mere non-

public, the Bureau is actually making an aggressive
ywiblic and keep secret umportant imformation

involvement of the
effort to exclude the |
abou the pr ljvt't_

The point of this discussion of the Garrison diversion project 18
imposed upon the hasic question : Is Mr. Kleppe voing to be so zealous
a promoter of Garrison diversion that he continues Interior’s policy
of secrecy on the project, n policy which keeps erueial information
away from the State Departinent, Canada, and the people of North
Dakota.

We urge the committee to obtain from Mr. Kleppe a pledge that he
will end the secrecy from this Department on this project.

Senator Mercarr. Let me interject here that a good deal of the testi-
mony that we've had today and the previous questions have related to
specific things that will have to be worked out with the new Seeretary,
Mr. Kleppe. if confirmed, or whoever it is. But the point you raise,
about secrecy and open disclosnre, is snch a signifieant point that ] will
divect our staff to prepare and propound a quest ion to Mr, Kleppe and
have it answered in writing, raising the secrecy of the activities of the
Department and insisting that he give us a pledge that there he an
open and free disclosure of information under the Freedom of Infor-
mation Act and the other acts that have opened up the Governments
somewhat, in recent years.

Mr. Braceweiper. I'm very glad to hear that. Mr. Chairman.

One other indication of a problem with the Bureau of Reclamation
is its misstatements to Congress—particularly, the Appropriations
f'mmnin:-:-- in the nature of the project and the controversy surround-
ing that.

In my testimony. I cite an example from Garrison diversion proj-
oct. where Commissioner Stamm said to the House Appropriations
Committee :

The issue with Canada relates only fo return flows from the Souris Loop
Division. Any reading of the memorandam that Canada has sent to onr sState
Department shows thaf Canada is not only concerned with the Souris Loop, but
also with the Red Riv Bacin. An attempt to rectify the problem in the Souris
diver Basin will only aggravate the problems in the Red River Basin,

The Burean of Reclamation has attempted to coverup the magnitnde
of Canada’s problems. and in this year’s project information data they
submitted, they did not even mention that Canada has called for a
moratorium on the project.

They just indicated that Canada has some concerns about water
quality. I think that's a deliberate attempt 1o play down the magnit ude
of the problem here. h

A conflict of interest that M. Kleppe will find himself in on the
Garrison diversion project may affect his ability or desire to carry




100

out his responsibility with respect to other agencies within his
Department.

For example, one of our great national parks, Glacier National Park,
is currently threatened by a private strip mining operation in Canada.
Can Mr. Kleppe voice strong objection on behalf of the National Park
sService to this proposed strip mining operation and ask the Govern-
ment of Canada to halt this operation when another agency within its
very own Department is econstructing a project on which Canada has
urgently requested a moratorimm ?

I know that will be of special concern to you, Senator, being from
Montana. The struggle is occurring over the availability to control
the water in the Colorado and Upper Missouri River Basins for large-
scale energy development and the growing needs of agriculture.

We urge this committee to explore thoroughly Mr. Kleppe's posi-
tion on the important questions surrounding the future of western
water, considering specifically the water in the Upper Missouri Basin.
Earlier this year, the Department of the Interior and the Department
of Army entered into 2 memorandum of understanding to expedite the
sale of water in the main stem of the Missouri for energy development.
_ Recent hearings held by yourself brought out the fact that the
States in the Upper Missouri region were never consulted abont this
agreement nor were the affected Indian tribes. How does Mr. Kleppe
feel about the conduct of the Interior Department in this matter?

I wish to express also some concern here about the treatment of
Indian water rights by the Federal Government, and we hope this
committee will explore Mr. Kleppe's attitude on that important matter.

Finally, we conclude with a series of questions which are illustrative
of basic information, broad policy information, we hope could be elic-
ited from Mr. Kleppe.

Will the agriculture of the Upper Missouri Basin take second place
to energy development? Will Mr. Kleppe refrain from selling water
in the Upper Missouri and Colorado River Basins until State water
plans are developed and Indian water rights are determined and ad-
judicated? What is the position of Mr. Kleppe regarding interbasin
transfers of water?

Will the new Secretary seek State and congressional approval be-
fore any further sales of industrial water are made in these hasins?

The Environmental Policy Center believes that the answers to these
questions will provide an important indication of Mr. Kleppe's abili-
ties to handle what will prove, in the next decade, to be a very serious
national problem.

Thank you for the opportunity to testify.

Senator Mercavr. Thank you for appearing.

As you know, this Senator is concerned with every single question
that you have raised. the question of industrial water on the main
stem of the Missouri is a grave one that I don’t think has been appre-
ciated enough. So, I'm very glad that you're here to raise that question.

If the Solicitor's opinion is that the State and the Indian tribes
lose water control as soon as its impounded, this is something that I
don’t think any of us ever realized would happen and it seems to me
that the State should be more active.

I'm delighted that you are here raising that one. As vou know, for
many years I was a member of the Migratory Bird Conservation Com-




101

mission. The greatest duck factory in the United States is North
Dakota.

We want to be sure that Mr. Kleppe is aware of the need to refrain
from draining some of the potholes that are needed for the develop-
ment of wildlife. I don’t think we need worry very much about inter-
basin transfers. for I don’t think any member of the Interior Commit-
tee in the Senate is going to actually ask for any interbasin transfers of
water. '

Senator Metcary. The chairman of this committee, Senator Jackson,
is strongly opposed to any transfer of the water of the ( ‘olumbia Basin,
and I'm sure the Senate will not vote for the transfer of water from
the Missouri Basin to any other basin.

But anyway, I'm glad you raise these questions, because it is im-
portant that they be brought up, organized and presented in a very
compact and orderly way. They will be raised by the committee before
final decision on confirmation.

Mr. BrackweLper. Although the Senate Interior Committee 1s not
actively contemplating interbasin transfers in any way, the Depart-
ment of the Interior certainly is.

For example, in the upper Missouri right now there are approxi-
mately 13 diversion projects—2 for agricultural purposes.

Right now I know that shortages will be oceurring in the upper
Missouri Basin—upper Colorado Basin in the 1990°. In order to
onarantee a water supply, I don’t think interbasin diversion will be
in the public interest. I remind you that this moratorinm will be ex-
piring within a year, and it will be a serious problem the committee
will have to face.

Qenator Mercarx. Tt certainly will. This is a serions problem, and
it’s been amplified. let us say, but such proposals as coal slurry pipe-
lines and thingsof that sort.

We just had a transfer of water for power in the old Missouri
Slackwater Barge Canal. All those problems are going to be with us
again.

Thank you for bringing them up. I wouldn’t know what Mr. Kleppe
is going to do about it. but he or some other person is ooing to have to
deal with great problems that will impact on the American lifestyle
for a long. long time. Thank you very much. We will continue to work
with you.

[The prepared statement of Mr. Blackwelder follows:]

STATEMENT OF BRENT BLACKWELDER, WASHINGTON REPRESENTATIVE OF THE
ExviRoNMENTAL Poricy CENTER

I am Brent Blackwelder, Washington Representative of the Environmental
Poliey Center, a national conservation organization with offices at 324 C St, SE,,
Washington, 1.C. 20003. We appreciate the opportunity to testify on the nomina-
tion of Thomas Kleppe for Secretary of the Interior.

A major part of Mr. Kleppe's responsibilities as Secretary of the Interior
will involve the activities of the Bureau of Reclamation. The Environmental
Policy Center believes that the Senate should not confirm Mr. Kleppe as Secretary
unless he pledges to end the secrecy and information coverups within the
RBurean of Reclamation and promises to end the misrepresentations made by
the Burean in testimony to Congress about its water projects.

Ag a former Congressman from North Dakota, Mr. Kleppe is a supporter
of the gigantic Garrison Diversion Project of the Bureau of Reclamation now
ander construnction in his own state. This irrigation project has been labeled
by conservation groups as cne of the most environmentally disastrous in the
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wantion and has received considerable eriticism from farm organizations in
North Dakota. In fact, the treatment of farmers by the Bureau became §o bad
that in 1073 the two largest farm organizations in the state ealled for a mora-
torinm on the project. In October of 1973 the Government of Canada requested
a4 moratorium on the Garrison Diversion because the project would send salty
irrigation return flows into rivers flowing into Canada. The Burean refused
to ¢ I¥ with Canada’s requoest for a moratorium and announced that it
wonld study alternative ways of meeting Canada’s objections to the salty
rweturn flows. Instead of working with Canadians and eitizens of North Dakota on

ible alternatives, the Bureau made a deliberate decision to withhold vital

et information from the Canadians and the people of North Dakota. This
decision was coneurred in by top Bureau of Reclamation officials, as the attached
infernal memos which were made publie lasi spring reveal.

This sort of Watergate behavior by an ageney deserves the greatest censure.
The new Principles and Standards of the Water Resources Council, of which
Mr. poe will become chairman, explicitly eall nupon water resources agencies
to make a greater effort to involve the publie. Yet in the case of Garrison Diver-
sion we find the Burean going beyvond the mere noninvolvement of the publie ;
we find the Bureau engaged in an aggressive effort to exclude the publie and
to keep secret important information about the project,

fhe point of the lengthy discussion of Garrison Diversion is to pose this
basic question: is Mr. Kleppe going to be so zealous a promoter of Garrison
Diversion that he confinues Interior's policy of secrecy on the project, a policy
which keeps crucial information away from the State Department, Canada,
and the people of North Dakota? We urge this Committee to obtain from Mr.
Kleppe a pledge that he will end the secrecy within the Department on this
project, We also urge the Committee fo obtain a pledge from Mr. Kleppe that
he will seek to end the misrepresentations made concerning water development
projects when the Bureau of Reclamation testifies to Congress. In testimony
to the House Appropriations Committee this past spring, Commissioner Stamm
«of the Burean stated in response to a question abont Garrizson Diversion: “The
issne with Canada relates only to the return flows from the Souris Loup divi-
sion.” This is a flagrant misrepresentation of Canada's position and an attempt
to coverup the seriousness of the problems posed by Garrison Diversion. Canada’s
«objections do not relate solely to the Souris Loup but rather concern the impacts
of the project on both the Souris and Red Rivers. Canada recognizes that an
attempt to correct the very serious water quality problem in the Souris River
weonld lead to a shifting of salty return flows to the Red River Basin which would
atill he unacceptable. The Environmental Policy Center's concern here is that
AMr. Kleppe in his eagerness to get Garrison Diversion built will allow these
misrepresentations to continue and not make a bona fide effort to correct the
abuses and help prevent a violation of the Boundary Waters Treaty with
anada,

Another example of misrepresentation of information about water projects
by the Bureaun can be found in Commissioner Stamm’s testimony to the House
Appropriations Committee about the Cahe Diversion Project in South Dakota.
In reply to a question about the litigation against the Oahe Project Commis-
sioner Stamm stated : “The law suit was filed by a group ealled United Farmers
of America, It is a new group and fairly small.” The truth is that the United
Family Farmers who are opposing the Oahe Project have some T00 farm famities
s memhbers, thus making it one of the larger farm organizations in South
Dakota. The Commissioner failed to portray the extensive nature of the opposi-
tion to the project. In 1975 the State House of Representatives passed a resolu-
tion calling for a moratorimm on eanal construction hy a margin of 45-22, and a
resolntion for a full moratorium on the projeet failed Dy the narrow margin of
B7-33. Ax in the case of Garrison Diversion we find the Burean frying to prevent
Congress from obtaining an aceurate pieture of the nature of the project and the
oppa=ition,

The conflict of interest that Mr. Kleppe will find himself in on the Garrison
Diversion Project may affect his ability or desire to earry out his responsibilities
with respect to other ageneies within his Department. For example, one of our
great national parks. Glacier National Park in Montana, is enrrently threatened
by o private strip mining operation in Canada. Can Mr. Kleppe voice strong objec-
tion on behalf of the National Park Service and ask the Government of Canada
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to halt this operation when another agency within his Department iz construct-
ing a project on which Canada has urgently requested a moratorium?

Today a great struggle is oceurring over the availability and control of water
in the Colorado and Upper Missouri River Basins for large seale energy develop-
ment and the growing needs of agriculture, Indian tribes and municipalities. We
urge the Committee to explore thoroughly Mr. Kleppe's position on the important
questions surrounding the future of Western water. Jecausge of the fierce and
srowing competition for Western water the Department of the Interior has ad-
mitted that shortages may occur in the Upper Colorado Basin as early as the
1990’ and that in order to meet the water requirements for the first commercial
coal gasification plants to use Colorado water, “water augmentative measures
will be in the publie interest.” Water augmentative measures ean mean one or all
of three things: 1) interbasin transfers from the Columbia or Missouri River
Basing into the Colorado River Basin; 2) weather maodification: or 3) seizure
of water from existing users and holders of reserved rights. Each of these
measures has serions ramifications both environmentally and politically. Yet the
Department of the Interior has been moving forward to provide water for large
industrial users without consideration of their own admonitions of the tremen-
dous shortage facing the Colorado River Basin.

Consider specifically water in the Upper Missonuri Basin. The Department of
the Interior has admitted that in order to meet the development requirements
propounded by the Administration, some 2.6 million acre-feet will be needed from
the Yellowstone River Basin alone. This amount, the Department says, is enough
1o lower the flow of the Yellowstone, a major tributary of the Mizsouri, by one
third. Thus far 708,000 acre-feet has been optioned out to the energy companies
from the Yellowstone Basin—an amount greater than the annual consumption of
the State of South Dakota. The marketing of this water went on in almost total
seerecy. Early this year, the Department of the Interior and the Department of
the Army entered into a “memorandum of understanding” to expedite the sale of
water in the main stem of the Missouri for energy development. Recent hearings
held by Senator Metealf and Senator Abourezk brought out the fact that the
states in the Upper Missouri Region were never consulted about this agreement,
nor were the Indian tribes affected. The fear of the preemption of states rights
to the water has led the North Central Plains States to reject this agreement
between the Department of the Interior and the Department of the Army. How
does Mr, Kleppe feel about the conduet of Interior in this matter?

The treatment of Indian water rights by the Federal Government has been
a continuing national disgrace. Time and again Indian tribes have been made
subordinate to financially more powerful interests and as a consequence, the
Westorn tribes have been systematically denied water to the point in some areas
in the Colorado Basin that eultural extinetion will be a reality in the next 50
vears, The Department of the Tnterior has attempted fo rednce the amount of
water provided by Congress for the Navajo Indian Irrigation Project from
508000 acre-feet to 371,000 acre-feet. Becaunse of the tremendons pressure of
the new svntheties fuel industry to obtain water, a project which has been
promised to the Navajo Tribe for over 13 years would be ent back for gasifica-
tion projects.

We nree the Committee to make a special effort to question Mr. Klepne as to
his positions on states rights, agricultural rights, and Indian rights. Will the
agrienltural economy of the Upper Missouri Basin, where a great deal of onr
nation’s livestock and small grains originate, take second place to energy develop-
ment? Will Mr. Kleppe, as Secretary of the Interior, refrain from selling water
from the Upper Missouri and Colorado River Basins nntil state water vlans are
developed and Indian water rights are determined and adjudicated? How does
Mr, Kleppe plan to deal with the tremendons shortages facing the Colorade River
TRasin now that oil shale and gasifieation are demanding enormons quantities of
water? What is the position of Mr. Kleppe regarding interbasin transfers of
water, partienlarly in the Colorado and Upper Missouri Basins? Will the new
Secrefary seek state and Congressional approval before any further sales of in-
dustrial water are made in these basing? What plans, if any, does Mr. Kleppe
have tn promote the agrienltural economy of the West in terms of Water proj-
ects? The Environmental Poliey Center believes that the answers to these ques-
tions will provide an important indieation of Mr. Kleppe's ability to handle
what will prove in the next decade to be a very serious national problem.
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U.8. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., Junwary 1, 1975.

Memorandom.

To: The Under Secretary.

From @ Assistant Secretary

Subject : Preliminary Analysis of Alternative PProposals to Authorize Garrison
Diversion I'roject.

Your memorandum of January 7, 1975 asked for additional information on
possible changes to the authorized Garrison project to eliminate potential ad-
verse effects of the project on Souris River flows into Canada.

As von will note, the cost and benefit estimates for these alternative plans are
not markedly different from each other since the major features or size of the
project remain unchanged. This, of course, not true for the alternative that
eliminates the Souris loop with no substitution of additional irrigated acreage.

The benefits and costs shown are Reclamation's best estimates at this time.
They have been updated to only reflect current price levels and discounted at the
sauthorized” level of 3% percent. Therefore, they ghonld be considered pre-
limiuary at best.

Two benefit-cost ratios have been ealculated for each of the alternative plans:
one that reflects total henefits, including secondary impacts; and one that in-
chudes only direct benefits.

We do not plan to make this information as ble to the State Denartment
until we have a better indication of Canada’s po: tion on Garrison.

Attaclhiment.
19 DEPARTMENT OF THE INTERIOR,
BureAavu oF RECLAMATION,
Washington, D.C., Aprii 25, 1975.

Memorandum.

To: Deputy Under Secretary.

Through : Assistant Secretary, Land and Water Resources.
¥rom ;: Commissioner of Reclamation.

ot » Garrison Diversion Unit.

This i in response to the April 15, 1075, memorandom from the Acting Ex-
ecutive Secretary requesting a memorandum outlining the Bureau of Reclama-
tion's anticipated time frame for completion of an economic and environmental
analysig of various alternatives to the handling of the return flows to the Souris
River. A full feasibility study of the six alternatives included with the January
14 memorandum from the Assistant Secretary- Land and Water Resources and
a brief environmental assessment of each wonld require 3 to 4 yvears. The effort
wounld require collection of considerable field data for potential pumping plant
sitos. damsites, canal alignments, desalting plant and brine disposal sites (some
fn Manitoba), and considerable assistance from outside agencies,

The March 11, 1975, memoerandum from the jstant Secretary—Land and
Water Resoureed to yon recommended that the studies be “informal” and not made
available to “local interests nor to the Canadians.” We wholeheartedly coneur in
this wmmendation, To do otherwise would be very damaging to the United
States position in the negotiations.

Further study of the alternatives at a level below feasibility grade, but suf-
ficient to provide a cloger look at the viability of the alternatives in suflicient
time to properly consider the request for funding on the construction of the Velva
Canal, ean be completed by June 1976,

We would further note that the evaluation of the impacts by the project upon
water quality in Canada are still not complete, therefore making the requested
studies somewhat premature. We continue to maintain st rongly onr original posi-
tion that there has not been suficient evidence provided to indicate that return
flows from the Garrison Diversion Unit will cause a violation of the Boundary
Waters Treaty. We furtlier believe that the refurn flows will improve the poten-
tial for beneficial use of waters from the Souris River.

Upon receipt of your concurrence we are prepared to initiate further studies

as discussed above.
G. G. StaMM,
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Senator Mercarr. The next witness is Mr. Fred Werthheimer, ap-
pearing for and on behalf of Common Cause. We are pleased to have
you here. Would you identify your colleagues for the record?

STATEMENT OF FRED WERTHHEIMER, VICE PRESIDENT, COMMON
CAUSE, WASHINGTON, D.C.

Mr, WerranuEIMER. Yes; I'm Fred Werthheimer, vice president of
Common Cause, and I am accompanied by Andy Kneier and Ann Me-
Bride, members of our staff who have worked in the areas involved in
this confirmation hearing.

We are grateful for the opportunity to appear, Senator Metcalf. We
had a lengthy statement, and I would like to present some parts of it to
you right now.

Senator Mercarr. The entire statement will be incorporated into the
record. You may go ahead. )

Mr. WerraHEIMER. We would like to note first that Common Cause
believes the committee correctly perceived and fulfilled its “advise
and consent” role in the manner in which it handled Mr. Hathaway’s
nomination to confirmation.

The committee carefully evaluated his past performance and estab-
lished a comprehensive record on which to evaluate his qualifications.
This has helped set a new standard for scrutinizing Presidential ap-
pointees, demonstrating how the confirmation process can be a more
significant part of Congress oversight responsibility.

We commend Senator Jackson, yourself, Senator Metcalf, and the
rest of the committee for its leadership in this important area, and we
urge you to evaluate Mr. Kleppe's record and views with the same carei
and diligence.

While the Interior Committee has initiated an approach of broad
and extensive questioning, it has not set forth any standards for con-
firming Cabinet appointees. We urge the committee to examine this
issue during these slearings, and to discuss in its report on Mr. Kleppe

the standards it has used in evaluatin§' his qualifications.
<

We believe the following are the kinds of standards that could be
adopted, and we have set forth four standards.

First, the Cabinet nominees should be individuals of high personal
and professional integrity.

Second, a nominee should have the background to responsibly exer-
cise the duties of the Cabinet post to which appointed.

Third, nominees should be firmly committed to basic principles of
accountability in the executive branch.

And fourth, a nominee should be in basic ideological agreement with
the major laws and programs which the department he or she would
head must enforce and administer.

To thoroughly evaluate him on these standards and other issues, we
urge the committee—as we did with respect to the Hathaway nomina-
tion—to require Mr. Kleppe to respond to any questions raised about
his qualifications and to postpone voting on him until at least 2 weeks
from the close of these hearings. '

This 2-week period should be used by the committee to carefully
study his recorg,(‘competcncy. and views on the issues raised during
the hearings.

58-116 O - 75 - 8
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Unlike many Cabinet nominees, Mr. Kleppe comes before the Sen-
ate with extensive experience in running a large Federal agency, the
Small Business Administration. This gives the committee a good op-
portunity to evaluate Mr. Kleppe on the first two standards suggested
above—personal integrity and administrative competence.

His record as SBA Administrator since 1971 therefore deserves the
closest scrutiny by this committee. It is not a good record.

Testimony before the Senate Select Subcommittee on Campaign
Practices, the “Watergate Committee,” revealed the existence of a “re-
sponsiveness program” directed by H. R. Haldeman and Frederick
Malek. The purpose of this program was to make use of the discretion-
ary powers of Federal agencies to develop support for the Nixon
reelection campaign.

In memorandums from Mr. Malek and his subordinate Mr. Robb
Davison, the Small Business Administration is listed as a participant
in the responsiveness program, and Mr. Kleppe and his assistant, Mr.
Loren Rivard, are listed as contacts.

Investigations into questionable SBA loans, conducted by the Sub-
committee on Small Business of the House Banking and Currency
Committee during 1973 and 1974, found that several SBA loans of a
questionable nature had gone to persons who headed various local
Nixon-for-President groups.

One high-ranking SBA official, according to the subcommittee in-
vestigation, left a career civil service position to become a Nixon cam-
»aign official and was reappointed to the same position, which conven-
iently had remained unfilled, on November 20, 1972.

It is hard to believe that such a series of events could have occurred
without, the assistance or, at the very least, the acquiescence of the
Administrator. This same official later left the SBA to take employ-
ment with a bank which was owned, in part, by persons who had
received an SBA loan.

This is according to the investigation of the committee. That House
investigation also found that widespread improprieties existed within
the SBA, most notably in its Richmond, Va. office. According to the
committee report, loans were made with no regard for sound lend-
ing principles; some loans were made to persons who had previously
defaulted on other SBA loans; some loans had obvious political over-
tones; some loans were made in conjunction with local banking prac-
tices which actually forced the recipients to pay a much higher effective
rate of interest than the law required.

All this was apparently done with the knowledge of senior, super-
visory personnel. While Richmond was the most spectacular example
of impropriety and inefficiency, an internal SBA audit released to the
House subcommittee revealed 13 other SBA offices with “immediate,
serious problems.” ,

In addition to the participation of SBA in the responsiveness pro-
gram and to the charges of questionable lending practices, the agency
has also been the subject of a Civil Service Commission investigation
of political influence in personnel actions.
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The principal finding of that report, entitled “A Report on Alleged
Political Influence in Personnel Actions of the Small Business Admin-
istration,” made on August 19, 1974, stated:

The investigation produced clear evidence that persons were appointed to
Distriet Director positions, which are in the competitive civil service, because
of their political affiliations or support and othe rnon-merit faetors, in violation
of Civil Serivee Rules 4.2 and 7.1, and that SBA's approach to the staffing of these
positions is contrary to, and has involved specific violations of, 5 U.8.C. 3303.

I continue quoting :

Furthermore, the investigation disclosed a pattern and practice of preferential
treatment in personnel actions that violates the ethical standards for govern-
ment officers and employees set forth in Executive Order 11222 and the regula-
tions promulgated thereunder by the CSC and by SBA.

At a minimum, a significant measure of responsibility for this major
disregard of both legal and ethical standards must rest with the official
who controls the agency. Mr. Kleppe himself has stated before this
committee: “Wherever I've been for a long time, I've been the boss,”
according to an AP story on Tuesday’s hearings.

The Civil Service Commission report goes beyond general allega-
tions of misdoing and charges Mr. Kleppe with two specific impro-
prieties. In one case, according to the report, he participated in a
political deal to remove an employee in the competitive civil service
and replace him with a member of his political party. In the other,
when a proposed merit raise for a favored employee was rejected by
the Civil Service, Mr. Kleppe, who according to the report had already
engaged in improper communication with a Congressman about this
employee, created a special achievement award for the employee.

The recipient of this largess admitted to Civil Service investigators
that he hadn’t the slightest idea of what he had done to merit the
award ; and his official personnel file nowhere reflects either the nature
of his achievement or even the fact that the award was bestowed.

The Civil Service Commission found that Loren Rivard, then Mr.
Kleppe's special assistant for personnel, had engaged in serious viola-
tion of the laws prohibiting the application of political considerations
to personnel actions and recommended his removal.

Mr. Kleppe at one time attempted to have Mr. Rivard appointed
Wisconsin State SBA Director, but that move was not approved by
the Civil Service Commission. Mr. Rivard has since been promoted to
a higher paying post on Administrator Kleppe's staff.

Mr. Rivard’s case is presently awaiting a hearing, but Mr. Kleppe
has authorized his public affairs officer to issue the following statement :
“Tt can be assured that Mr. Kleppe was fully apprised of the actions
of his special assistant.” Mr. Rivard told the St. Louis Post Dispatch:
“T wouldn’t have been involved in a personnel case in the first place
unless he (Kleppe) was involved.”

In fairness to Mr. Kleppe, no specific charges regarding his personal
activities have been proven. However, investigations of the SBA con-
tinue, and it should be noted that the Civil Service Commission has no
authority to recommend disciplinary action against an SBA Admin-
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istrator. The allegations concerning Mr. Kleppe and the SBA are
serious and have been raised by duly constituted investigatory bodies.

Mr. Kleppe's tenure as head of the SBA raises two types of ques-
tions. The first relates to his personal involvement. if any, in politically
motivated eircumventions of the law. Any individual who has been in-
volved in direct and serious violations of his/her responsibilities as a
Federal officer would not be qualified for the important post to which
Mr. Kleppe has been nominated.

The second troubling aspect of Mr. Kleppe’s performance as admin-
istrator are the questions raised about his general ability to administer
a Government agency. During Mr. Kleppe's tenure, the SBA has been
wracked with scandal and investigations have shown the existence of
impropriety and inefficiency. Serious charges indicate that the civil
service merit system, a key to effective Government administration, has
been deliberately flouted and disregarded.

This is not to say that Mr. Kleppe should be denied this position
simply on the basis of allegations. However, in view of the very trouble-
some record I have just outlined, the Senate Interior Committee bears
a special responsibility.

The committee, in our view, does not presently have a sufficient rec-
ord on which to make a decision in favor of confirming Mr. Kleppe.
It is in the best interests of everyone, including Mr. Kleppe, for this
committee to clear the air of these matters and conduct a thorough in-
vestigation to resolve these questions.

The air cannot be cleared, furthermore, by Mr. Kleppe's persenal
disavowals. The committee should look into the cases named by the
civil service and interview the participants, as well as those making
the charges. The committee should also eall as witnesses those who con-
ducted the various investigations of SBA that have taken place.

Members of this committee are particularly aware of the crucial role
played by the Department of the Interior as guardian of this country’s
natural resources. The stakes involved here are very high. We are talk-
ing about more than defaulted loans.

The Secretary will make decisions on matters such as strip mining,
oil, and coal leasing and synthetic fuel which will directly affect the
quality of life of millions of Americans living on or near Federal lands
and which will, in the long run, affect the lives of us all. The use of
improper influence, the improper application of political criteria to
these decisions, must not be allowed.

Mr. Chairman, we believe that there are five specific areas of concern
which Mr. Kleppe should address to this committee in addition to the
issues that T have just raised. His views on the matters I will now out-
line should be helpful, we believe, in evaluating him on the last two
standards we have suggested—adherence to principles of executive ac-
countability and philosophical agreement with major aspects of the
Interior Department’s responsibility.

The first two areas I want to deal with deal with conflict of interest
and the question of recording the logging of lobbying contacts. This is
not a new issue for us to raise, either with the Interior Department or
this committee.

Our president, David Cohen. testified before this committee during
its confirmation hearings on Mr. Hathaway. At the time and in the
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committee report that followed, the committee stated, and I would like
to read it:

’I‘h_e Committee shares the concerns expressed by Common Cause respecting
conflict of interest on the part of the Department of Interior personnel, the
logging of outside contacts by such personnel, the Department’s leasing proce-
dures _:md the overall openness as it relates to the operations of the Department.
Questions on these matters were submitted to Governor Hathaway. The nom-
inee's responses appear at page * * *.

And it lists the pages. It then goes on to say—

“# # * astablishing the type of logging procedure proposed by Common Cause.”
In a letter in Augnst sent by Senator Jackson he stated, and I quote: “The com-
mittee has made clear its interest in the adoption of such regulations by the
Department * * *."—

And there he is referring to conflict of interest, logging regulations
and other disclosure provisions.

I can assure you that the new Secretary will be asked to commit himself to
this objective. In my view, the public interest requires this kind of disclosures
for these areas which are critical and affect the Nation's resources.

We very much appreciate the position that Senator Jackson has
taken and that this committee has taken, and we now urge that Mr.
Kleppe be closely questioned on these issues and that he be asked to
provide such commitments.

While the Department has issued some new conflict of interest. reg-
ulations which should go a long way toward strengthening enforce-
ment, they do not deal with other basic issues. The new regulations
contain no requirements for public financial disclosure by Interior

olicymakers. Nor do the new regulations set any restrictions on tak-
ing employment with regulated companies leaving the Department.

We have suggested a series of questions that we believe should be
posed to Mr. Kleppe. They are similar to the questions we raised last
time. In addition, we would urge that Mr, Kleppe pledge that he will
not accept any employment with companies affected by his duties for
2 years after he leaves the Department.

Last July we submitted to former Secretary Hathaway a model
conflict of interest regulation. This proposal contained specific provi-
sions of financial disclosure and on conflict of interest which we be-
lieve the Department should adopt.

The mode’i regulation has been attached to the copies we have pre-
sented to the committee, and we would urge that it be attached to our
statement.

Senator Mercarr. They will be incorporated in the record.

Mr. WerRTHHEIMER. We urge the committee obtain preconfirmation
review and comment from Mr. Kleppe on the regulation. We have
taken a similar position in the past on logging requirements. We simi-
larly have submitted a model logging requirement to Secretary Hath-
away, and we have attached it, and we again urge that this commit-
tee obtain preconfirmation review and comment from Mr. Kleppe on
the regulation.

Another issue that we think should be addressed deals with the ques-
tion of representation on advisory committees. One of the major ave-
nues of industry influence in Interior is through the Department’s 54
advisory committees. Advisory committees are supposed to serve the
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role of providing a balanced input into the ageney’s actions. If the bal-
ance on advisory committees is totally out of line with regard to one
side or the other, they serve to become more lobbying operations than
advisory committees. While most of these committees. were estab-
lished to utilize outside expertise on various technical, administrative,
and policy matters, many have evolved into federally funded lobby-
ing arms of regulated interests. Several key Interior committees are
heavily dominated by industry representatives., Industry represent-
atives make up to 98 percent of the Emergency Advisory Committee
for Natural Gas, and 92 percent of the Emergency Petroleum Supply
Committee.

He should be asked, what steps will you be willing to take to insure
the representation of diverse interests in the National Petrolenm
Council and other department advisory committees ?

There are two other areas we would like to briefly discuss, Mr.
Chairman. The Department’s procedures for leasing Federal energy
resources are an important illustration of industry influence and spe-
cial treatment. This is perhaps Interior’s most critical responsibility,
and the stakes are enormous.

Over 50 percent of this country’s fossil-fuel resources are located on
Federal lands, and therefore under the Department’s control.

The Department has recently proposed new leasing regulations. We
believe these proposals are not adequate. They do not address the cen-
tral issues of competitive bidding. diligent development and adequate
data disclosure. We believe Mr. Kleppe should be asked to respond to
the kinds of questions we have posed in our testimony regarding the
basic needs for the reforms in this area. We have prepared a summary
critique of the Department’s existing leasing procedures, together with
specific regulatory amendments on the reform items that were listed
in this section of our testimony. Our analysis and proposed regulations
have been submitted to the Department of the Interior.

A controversial issue within the Department today concerns the 1ift-
ing of the moratorium on new coal leases which has been in effect since
1973. This controversy goes to the heart of Interior’s primary mission,
managing the development of Federal energy resources in accordance
with national energy needs, while at the same time protecting and con-
serving the environment.

Mr. Kleppe's position on this issue should be closely examined in
evaluating his approach to these conflicting issues, and I know this
question has been raised with him. We consider it an important
question.

We believe it is premature to even consider lifting the moratorium
at this stage. We believe the following issues must first be addressed :

First. new coal-leasing regulations must be adopted that contain the
kinds of reforms I have mentioned—that deal with strong require-
ments for diligent development, competitive bidding, and other
methods of assuring the public interest is protected in the leasing of
these properties.
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Second, we believe that comprehensive surface coal mining and rec-
lamation standards contained in the strip mining bill twice passed by
Congress and vetoed by the President should be enacted into law. We
do not believe that the Department or the executive branch can even
consider the question of lifting the moratorium until that step has
been taken.

To summarize, Mr. Chairman, we recommend that the Interior Com-
mittee conduct a thorough investigation, including the calling of ap-
propriate witnesses, of the allegations surrounding Mr. Kleppe's
stewardship at SBA as SBA Administrator,

The Interior Committee, as a precondition to any recommendation
on confirmation, should require Mr. Kleppe to commit to specific steps
to protect and enhance the integrity of the Department of Interior.

We believe the committee should not schedule a confirmation vote
until at least 2 weeks after hearings on Mr. Kleppe, including the
obtaining of his responses to issues raised by Common Cause and other
witnesses, have concluded.

We believe Mr. Kleppe should file a full personal financial disclosure
with the committee. It should include the process under which the
blind trust that he has set up operates. We believe it should include
the total amount of resources and assets in that blind trust.

Finally, we believe the Interior Committee report on Mr. Kleppe
should specify the standards against which he was evaluated, should
indicate any policy commitments he makes during these hearings, and
should include his personal financial disclosure statement.

I would say we believe that this committee took an extremely im-
portant step forward in the manner in which it carried out its con-
firmation hearing in the Hathaway nomination. We believe that step
must be maintained in the way in which this committee carries out
its conduct on this nomination.

We would like to see the approach used by this committee become
a standard for the rest of the [U.S. Senate, and that’s our goal. Thank
you.

Senator Mercavr. Do your colleagues have comments ?

Mr. Werranemmer. No. Not at this time.

Senator Mercarr. Thank you very much for your presentation. Of
course, the entire statement will be incorporated in the record. The
various materials that you have supplied will be considered by the
committee—by the entire committee—in the course of its deliberations
on the confirmation of the nominee. Thank you.

Mr. WerrnaeMER. Thank you very much.

[The prepared statement of Mr. Werthheimer follows:]
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't Confirmation

While the Interior Committee has initiated an approach of
broad and extensive questioning, it has not set forth any standards
for confirming Cabinet appointees. We urge the committee to examine
this issue during these hearings, and to discuss in its report
on Mr. Kleppe the standards it has used in evaluating his quali-
fications.

Common Cause believes the following are the kinds of standards
that could be adopted:

First, Cabinet nominees should be individuals of high' pers

and professional integrity. This means that a nominee's past rec-

ord as a government official or in the private sector should demon-
strate that he or she has conducted his or her affairs honestly

and fairly, conscientiously complied with the law, and that any
Previous government service was not used for personal financial
gain. A nomipee's financial disclosure statement should be made
public and carefully examined for any conflict of interest prob-
lems.

Second, a nominee should have the background to

exercise the duties of the Cabinet post to which appointed.

addition to the necessary experience, his or her record should
demonstrate sound judgment, basic managerial skills, and compliance

with proper administrative procedures.

Third, nominees should be firmly committed to basic

of accountability in the Executive Branch. These should include
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such areas as strong conflict of interest regulations and enforce-

ment, anti-secrecy measures, public participation in administrative

procedures, and checks on inordinate influence by regulated inter-

ests over department policy. These are fundamental elements of

Executive Branch responsiveness to public interests and concerns.

Nominee sho do not support these principles we believe are insen-

sitive to the representational responsibilities of executive de-

partments.

minee should be in basic ideological agreement

_laws and programs which the department he or she

ster. Put negatively, this means

that he or she should not be hostile to the department's major

missions. In many cases, this will require that a nominee demon-

ate a sensitivity to the conflicting interests and needs to

the department must be sonsive. A nominee who has shown

whic

an unwillingne or inability to balance these conflicting concerns

would seriously jeopardize a basic departmental mandate bestowed

by Congress.

To thoroughly evaluate him on these standards and other issues,

we urge the Committee--as we did with respect to the Hathaway nomi-

nation--to r r. Kleppe to respond to any questions raised

about his qualifications and to postpone voting on him until at

least two weeks from the close of these arings. This two-week

period ould be used by the Committee to carefully study his rec-

ord, competency, and views on the issues raised during the hearings.




Mr. Kleppe's |

Unlike many Cabinet nominees, Mr. Kleppe comes before th

Senate wi extensive experience in running a large federal agenc

the Small Business Administration. This gives the Committee

=Y.

good opportunity to evaluate leppe on the first two standards

suggested above--personal integrity and administrative
His record as SBA Administrator since 1971 therefore deserves

closest scrutiny by this Committee. It is not a good

Testimony before the Senate Select Subcommittee on Campaign

Practices, the " jate Commi " revealed the existence
a "responsiveness program" directed by H. R. Hald

Malek. The purpose of this program was to make use of the
cretionary powers of federal agencies to develop support for
Nixon reelection campaign In memoranda fr . Malek

subordinate Mr. Robb Davison, the Small Business Administz

is listed as a participant in the respo veness program, and

of

the

Kleppe and his assistant, Mr. Loren Rivard, are listed as contacts.

Investigations inte guestionable SBA loans, conducted by the

Subcommittee on Small Business of House Banking a Currency

373 and 1 th: several SBA loans
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Nixon yaign official and was reappointed to the same position,

which mained unfille

alieve that such a series of events could have oc-

without the assistance or, at the very least,

the acquies-

cence of the Administrator. This same official later left the

SBA t ake emf ent with a bank which was owned, in

part, by

received an SBA loan.

1974 Hou investigation also found that wide-

mproprieties exi nota

made with no regard for sound lending pr inciples; some loans were

made to persons y had previously defaulted on other SBA loans;

political overtones; some loans were made

king practices which actually forced
3 | 7

‘ecipients to pay a much higher effect ive rate of interest

the law required--all tl was apparently done with

of senior, supervisory personnel. While Richmond w

spectacular e ple of impropriety and inefficiency

SBA audi released to the House subommitt

other SBA oitices with *imm

to the participation of SBA ponsiveness

program of questionable lending practices, the

agency |
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principal finding of that report, entitled "A Report on Alleged
Political Influence in Personnel Actions of the Small Business
Administration," made on August 19, 1974, stated:

The investigation produced clear evidence that persons
were appointed to District Director positions, which
are in the competitive civil service, be se of their
political affiliations or support and other non-merit
factors, in violation of Civil Service Rules 4.2 and
7.1, and that SBA's approach to the staffing of these
positions is contrary to, and has involved specific
violations of, 5 U.S.C. 3303.

Furthermore, the investigation disclosed a pattern and
practice of preferential treatment in personnel actions
that violates the ethical standards for government of-
ficers and employees set forth in Executive Order 11222
and the regulations promulgated thereunder by the CSC
and by SBA.

At a minimum, a significant measure of responsibility for

this major disregard of both legal and ethical standards must rest
with the official who controls the agency. Mr. Kleppe himself

has stated before this Committee: "Wherever I've been for a long
time, I've been the boss," according to AP's story on Tuesday's
hearing.

The Civil Service Commission report goes beyond general alle-
gations of misdoing and charges Mr. Kleppe with two specific im-
proprieties. In one case, according to the report, he participated
in a political deal to remove an employee in the competitive civil
service and replace him with a member of his political party.

In the other, when a proposed merit raise for a favored employee

was rejected by the Civil Service, Mr. Kleppe, who according to
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the report had already engaged in improper communication with a

Congressman about this employee, created a Special Achievement

Award for the employee. The recipient of this largess admitted

to Civil Service investigators that he hadn't the slightest idea
of what he had done to merit the "award"; and his Official Person-
nel File nowhere reflects either the nature of his achievement

or even the fact that the award was bestowed.

The Civil Service Commission found that Loren Rivard, then
Mr. Kleppe's Special Assistant for Personnel, had engaged in seri-
ous violation of the laws prohibiting the application of political
considerations to personnel actions and recommended his removal.
Mr. Kleppe at one time attempted to have Mr. Rivard appointed
Wisconsin State SBA Director, but that move was not approved by
the Civil Servi Commission. Mr. Rivard has since been promoted
to a higher-paying post on Administrator Kleppe's staff.

Mr. Rivard's case is presently awaiting a hearing, but Mr.
Kleppe has authorized his public affairs officer to issue the fol-
lowing statement: "It can be assured that Mr. Kleppe was fully
apprised of the actions of his special assistant." Mr, Rivard
told the St. i "I wouldn't have been involved
in a personnel case in the first place unless he (Kleppe) was in-
volved."

In fairness to Mr. Kleppe, no specific charges regarding his
personal activities have been proven. However, investigations

of the SBA continue, and it should be noted that the Civil Service




120

Commission has no authority to recommend

an SBA Administr

The allegations concerning

been raised r duly consti

tenure has 2pad of the SBA raise types of

personal involve

entions of

has bee

and serious

officer would not be

qualified for
important has been nc

I'he seco

general ability
Iminister tenure,

SBA has been wracked with scan ind invest shown
the existence of impropriety and ineff

iciency.

indicate that 1 -ivil service merit

gove

stration, has been delil

regar

basis of allegations. How

Wi

I have

for this

conduct a thoro




ittee should

1iterview the

role
country's

We are talkin

and coal

living on

long run, affect the lives of us all.

use -of ir imprope1 political

criter sions, must be




- Kleppe
are five specific areas of concern which Common
Cause would like Mr. Kleppe to address. His views on these
matters should be helpful in evaluating him on the last two
standards suggested above -- adherence to principles of
executive accountability and philosophical agreement with

major aspects of the Interior Department's responsibility.

1. Corflict of Interest, While the Department's new con-

flict of interest regulations should go a long way toward
strengthening enforcement, there remains much to be done. The
new regulations contain no requirements for public financial
disclosure by Interior pol}cy—makers. Nor do the new regu-
lations set any restrictions on taking employment with

regulated companies after leaving the Department And

the revolving door between Interior and the energy industry

has been dramatically illustrated in recent years. For example:

A former Assistant Secretary for Mineral Resources
during 1969 - 1973, who served on the American Mining Congress --
the mining industry's main lobby in Washington -- before joining
the Department, is now a vice president of Atlantic Richfield
in charge of cil-shale development.

A former Deputy Assistant Secretary for Energy and
Minerals, who was the chief lobbyist for the Colorado Mining
Association before joining Interior, left in 1974 to become
vice president for Governmental Relations with Gulf Oil Company.

A former director of the Office of 0il and Gas left




the Departme n 1973 and is now the Was

Lone Star Gas Comg

and if he will:
:gulations requiring Department officials at
above to file annual public reports covering their
financie hold 'k tside sources F inc 2, gifts and
honorariums ndel and severance arrangements with
former employe
Promulgate recruitment procedures and standards to
limit the number of Interior officials with backgrounds in
requlated companies and to place individuals with diverse
backgrounds in policy-making positions:
requlations prohibiting Interior officials

ant for a specified period after leaving

the Department with companies which were affected by their

duties ;
regulations requiring former artment
officials to srt to the Department Counselor, for a perioed
of two years after leaving Interior, their present occupation
and place of e « ent ;
Pledge not to accept employment h 21f with companies

affected by his duties for two years after leaving the Department.

Last July Common Cause submitted to former Secretary
Hathaway a model conflict of interest regulation. This proposal

ic provisions on financial disclosure and
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matters, many have evoly into federally-funded ¢ ing arms
of requlated interests. Several key nterior mmittees are
heavily dominated by industry representatives. The Natior
Petroleum Council, for example, has a 90 percent industry
membership. Industry representatives make up to 98 percent
of the Emergency Advisory Committee for Natural Gas, and
92 percent of the Emergency Petroleum Supply Committee.
Mr. Kleppe should be asked:
~= What steps will you take to ensure the representation
of diverse interests in the National Petroleum Council and
other Department ryisory committees?
cedur The Department's procedures
r leasing federal energy resources are an important
illustration of industry influence and ial treatment.
This is perhaps Interior's most criti
and the stakes are enormous. Over 50 percent
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resources and having them developed in a dil : shion,

as part of an overall land-use plan, has been consistently

has recently propo r leasing regulations.
These propos 5 inadecuate. They do not address the central
issues of competitive bidding, diligent development, and adeauate
data disclost They ly only to coal leases, and deal
primarily with planning, operating and reclamation reaquirements.
In order to determine if Mr. Kleppe will supvort the
necessary reform measures in this area, he should be asked:
—-— Do you favor revised leasing arrangements to ensure
that all new leases on coal and onshore oil and gas be issued
through competitive iddine
~ Do you f r stronger lease provisions reauiring coal
and oil companies to develop leased reserves in a diligent
fashion, and i reased rental and rovalty rates with respect
to future le
requirements that new leases for
coal and onshore oil gas be initiated
partment in accordance with a comprehensive
== Do you believe coal and oil companies should be
2d to submit > the US Geological Survey, a: condi-

tion for obtaining a lease, copies of all raw, r sed and
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lease?

Common Cause has prepared a summary critim

Department's existi asing procedures, toget
requlatory amendments on the reform items liste
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submitted to the Department.

5. Coal Leasing Moratorium. A controvers

within the partment concerns the lifting of t

on new coal leases which has been in effect si

her

]

ial

1e O

with

we (see

have

1585ue

been

moratorium

1973.

one side, the coal industry is pushing the Department to

end the moratorium, arquing that new tracts
lands (particularly the low-sulfur coal in the
be developed to meet new demands for coal. O©On
side, environmentalists and others are araui
coal is already under lease to meet the Nation'
coal needs for several decades. The problem

and oil companies are holdina the rese

tion for speculative purposes -- a practice fac

the

0n

coal

other

that enouah

8 projected

that
out of

ilit

coal

produc-

ated

by

the absence of Department recuirements for diligent develop-

ment of 1 l resources. Opponents also note

leasing of Western coal will be environmentally

This controversy goes to the heart of Interior's

mission -=- managing the development of federal
in accordance with national energy needs, while

time protecting a conserving the environment.

that

new

hazardous.

at

Mr.

anerqy reas

primary

the same




sd in evaluating

consider
age. Je b > following
ues must be first ac
First, new coal-leasin 1lations
contain strong reaqui ents for diligent deve
titive bidding, increased ¥ fees and royalty rates, com-
prehensive lan’-use plannin data disclosure hv coi
companies. 'he industry should be reguired to undertake
the developme £ ey
new leases
surface coal mining

jards contained in the strip mining bill

twice pass ny Congress and vetoed by the President should

be enacted int aw. The clear inadeaquacy of the Department's
recently propc i strip mining requlations demor -ates the
need for legi in this area.

mmarize, C Sause recomr

The Interior Committee c« uct 2 wrough i stigation,
1icluding the call of appropriate witnesses, of the allega-
tions surrounding Kleppe's stewardship

The Interior Com ¢, as a precondition to any

Firmation, reguire Mr. Klepne to commit

to S| ific steps to protect and enhance the integrity of the

Department




hedule a

vote until at {: s after hearings on

ng his res 1Se ) 1ssues raise

concluded.
4.
with the Committee.
The Interior C ittee report on Mr. Kleppe
the standards against which he was evaluated
he m 25 during these }

cial disclosure statement.

e

Tob|

any

incl




131

L =, COMmMon CBUSE APPENDIX A

2030 M STREET, NW., WASHINGTON, 0. C
John W. Gardner, Chairman (202 833-1200

PROPOSED CONFLICT OF INTEREST REGULATIONS

FOR THE DEPARTMENT OF INTERIOR

DEFINITIONS
Section 1. As used in these regqulations, the term -=

(1) "Department employee" means any officer or employee
of the Department of Interior, including special government em-
ployees as defined in 18 U.S.C. 202, in grades GS-15 or above in
the General Schedule or in any of the executive levels under 5
U.S.C., chapter 53, subchapter I1I1;

(2) "person" includes a corporation, company, association,
firm, partnership, society, or joint stock company, as well as
an individual;

(3) "adjudication" mesns adjudication as defined in
5 U.S.C. 551(7), including the process of recommending, initiating,
or participating in suits to enforce Federal laws or regulations;

(4) "licensing® means licensing as defined in 5 U.S.C.

(5) "contracting" means the process of granting, awarding,
or administering of any contract, grant, or procurement authoriza-
tion issued by the Department:

(6) "rule-making" means rule-making as defined in 5 U.S.C.
551(5):

(7) "Departmental proceeding® means any adjudication,

licensing, contracting, or rule-making, insofar as such rule-making

involves a rule of particular applicability which directly affects

a party to the proceeding;




(8) "immediate family" means a Departi=nt employee, his

spouse, and their dependents.

FINANCIAL DISCLOSURE
Section 2. (a) Each Department employee who is employed in
an agency within the Department shall submit to his Bureau Coun-
selor, and other Department employees shall submit to the Depart-
ment Counselor, a financial statement containing the following
information:
(1) each source of income received by any member of the

immediate family if that source yielded income in excess of $100 in

amount or value, including a description of the nature, purpose, and

amount of such income;
(2) the names ot each person or organization --
(A) with which he is associated as an employee, officer
owner, director, trustee, partner, advisor, or consultant,

(B) in which he has any continuing financial interest,

through a pension or retirement plan, shared income, or other

arrangement, as a result of any current or prior employment or
business or professional association, or

(C) in which any member of the immediate familv has any
financial interest through the ownership of stocks, bonds, or other
securities, including the amount and value of such interest;

(3) the identity and value each real property holding,
rights of land, or other assets held by any member of the immediate
family, other than those identified under paragraph (2) of this
section, which exceed $1,000 in amount or value;

(4) the identity and value of each liability owed by any
member of the immediate family which exceed $1,000, including the
name and address of each creditor, whether the loan is secured and

by whom, and the terms of repayment;
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(5) the identity of all transactions in securities, commodities,
or real or personal property by or in behalf of any member of the
immediate family which exceed $1,000, including the monetary value
or amounts involved, the number of securities or volume of com-
modities when applicable, and the terms of each such transaction;
and

(6) the identity of each gift, gratuity,honorarium, fee,
service, or other thing of value received by any member of the
immediate family from a non-relative which exceeds $25, including
the source, purpose, and monetary value or amount.

(b) The statements required under subsection (a) of this section
shall be submitted within ten days of becoming a Department employee,
and not later than July 31st of each year thereafter. The initial
statements shall cover the l2-month period prior to becoming a
Department employee, and the subsequent statements shall cover the
preceding 12-month period up to June 30th. The statements must be
reviewed within 30 days by the Counselor to whom they are submitted
for any real or potential conflicts of interest. During this 30-
day period, each Counselor must notify each Department employee
under his jurisdiction of the results of this review, specifying
appropriate remedial action to resolve any such conflicts. Such
notification must be in writing, and copies must be submitted to
the Department Counselor.

{¢c) The statements submitted under this section, together with
copies of the review notifications reguired under subsection (b)

above, shall be maintained by the Counselor's office with whom

they are submitted for a period of five years from the date filed

and shall be made available for inspection in a convenient location
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by any person after 45 davs of such date. Copies of such state-
ments and notifications shall be available to any person upon
payment of a fee not to exceed the actual cost of making such

copies.

DIVESTITURE

Section 3. (a) Each Department employee who participates
personally and substantially in a Departmental proceeding must
divest of all financial interests in any person directly affected
as a party to such proceeding.

(b) Each Departmental employee who participates personally
and substantially in a Department rule-making must divest of all
financial interests in any person affected by such rule-making,
provided a substantial part of such person's activities are regu-
lated by the Department.

(c) The divestiture required in this section shall be made by
Department employees prior to their participation in the Department

proceeding or rule-making in question.

POST-EMPLOYMENT RESTRICTIONS
Section 4. Each Department employee must, as a condition of
assuming or maintaining employment with the Department in GS-15 or
above, enter into a legally binding contract with the Department.
The terms of such contract shall prohibit the Department employee,
for a period of two years following the termination of his employ-
ment with the Department, from --

(1) accepting employment or compensation from any person

directly affected as a party to a Departmental proceeding in which

such employee participated personally and substantially:
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(2) accepting employment or compensation from any person
affected by a Department rule-making in which such employee par-
ticipated personally and substantially, provided a substantial
part of such person's activities are regulated by the Department;
and

(3) representing any person before the Department in any

legal, lobbying, or other professional capacity.

REPORTING OF EMPLOYMENT

Section 5. (a) Each Department employee must submit, within
10 days of becoming a Department employee or, with respect to
those who are Department employees at the time this regulation is
implemented, within 10 days of such implementation, a statement
to the Counselor with whom such employee is required to file
financial statements under section 2 of this regulation containing
the following information:

(1) his occupation(s) and place(s) of employment during
the 24 months prior to the date he became employed by the Federal
government; and

(2) his occupation(s) and place(s) of employment, when
applicable, during any period subsequent to his initial employment
with the Federal government during which he accepted non-governmental
employment or compensation.

(b) The contract with the Department which each Department

employee must enter under section 4 of this regulation shall require

such employee to submit, during the 24 months following the termina-
tion of his employment with the Department, statements to the

Counselor designed in subsection (a) of this section identifying
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his current occupation and place of employment. An initial state-
ment must be submitted within 10 days of terminating employment
with the Department, and subsequent statements must be submitted
within 10 days of changing his occupation or place of employment
during the 24-month period.

(c) Each Department employee must submit, upon the arrangement
of future employment with a non-governmental person, a statement
to the Counselor designed in subsection (a) of this section identi-
fying the person with whom such employment has been arranged.
Such employees shall not participate personally or substantially
in any Department proceeding which affects such person as a party
to the proceeding.

(d) The statements submitted under this section shall be main-
tained by the Counselor's office with whom they are submitted for
a period of three years following the termination of the respective
Department employee's tenure with the Department and shall be
made available for public inspection in a convenient location by
any person within 10 days of the date filed. Copies of such state-
ments shall be available to any person upon payment of a fee not
to exceed the actual cost of making such copies. Each Bureau
Counselor shall submit copies of such statements filed with him
to the Department Counselor within 10 days of the date filed.

ADVISORY OPINIONS AND REPORTS

Section 6. (a) Each Bureau Counselor and the Department Counselor
shall, upon request from any Department employee or at their own
initiative, issue written advisory opinions which clarify the re-

quirements and restrictions of this regulation and recommend appropiiate

action in specific cases. Such advisory opinions shall be maintained

by the Counselor's office which issued them and shall be made




available for inspection in a convenient location by any person
within 10 days of the date issued. Copies of such opinicns shall
be available to any person upon payment of a fee not to exceed

the actual cost of making such copies. Each Bureau Counselor shall
submit copies of such opinions issued by him to the Department
Counselor within 10 days of the date issued.

{(b) The Department Counselor shall issue a report not later
than September 30th of each year which summarizes his activities
and findings, and those of each Bureau Counselor, in the implemen—
tation and enforcement of this regulation during the preceding
12-month period up to September 15th. Such reports shall include
an explanation of his and each Bureau Counselor's procedures for
‘reviewing statements submitted to them under this regulation and
a summary of the results of such reviews and any recommendations

for remedial action, and shall be published in the Federal Register

within 10 days of date issued.
SANCTIONS

Section 7. (a) Any Department employee who knowingly and
willfully falsifies, forges, or fails to submit any statement
as required by section 2 or subsection 5(a) and 5(c) of this
requlation shall be terminated or suspended from the Department
for such period as the Department Counselor shall deem appropriate,
but for not less than 30 days. Those suspended shall be allowed
to resume employment with the Department only upon full and
accurate compliance with the reporting requirements of such
section or subsections.

(b) Any Department employee who knowingly and

willfully violates section 3 of this regulation shall be ter-
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minated or suspended from the Department for such period as the
Department Counselor shall deem appropriate, but for not less
than 30 days. Those suspended shall be allowed to resume employ-

ment with the Department only upon full compliance with the

divestiture requirements of such section or upon appropriate

reassignment of duties within the Department.
(c) The Department Counselor shall initiate a civil
proceeding to enjoin any former Department employee from violating

the terms of the contract entered into pursuant to section 4

and subsection 5(b) of this regulation.
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2030 M STREET, NW., WASHINGTON, D. C. 200386
John W. Gardner, Chairman (2021 B33-1200

PROPOSED REGULATIONS ON LOGGING OUTSIDE CONTACTS

FOR THE DEPARTMENT OF INTERIOR

DEFINITIONS
Section 1. As used in these regulations, the term--

(1) "Department employee" means all employees of the De-

partment who are compensated in grade 15 and above under the General

Schedule under 5 U.S.C, 5332, or under the Executive Schedule under
5 U.s.C., chapter 53, subchapter II;

(2) "person" includes an individual, partnership, corpora-
tion, association, firm, society, joint stock company, Member of
Congress, officer or employee of the executive branch, or any party
to a proceeding;

(3) "informant" means any person who offers incriminating
information, under an assurance of confidentiality, to a Department
employee for use in a civil or criminal enforcement proceeding;

(4) "pre-adjudicative stages of a proceeding" means De-
partment activities prior to the commencement of an administrative
or judicial enforcement proceeding held to determine punishment
for or to prevent the violation of Federal law or Department regu-

lation;
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(5) "record of communications maintained for internal
disclosure" means a record of communications received by a Depart-
ment employee which shall contain--

(A) the name and position of the employee who re-
ceived the communication;

(B) the date upon which the cammunication was re-

(c) an identification, so far as possible, of the
person from whom the communication was received and of the person
on whose behalf such person was acting in making the communication:

(D) in the case of communications through letters,
documents, briefs, and other written material, copies of such ma-
terial in its original form;

(6) "record of communications maintained for summary dis-
closure” means a record of communications received by a Department
employee which shall contain--

(A) the name and position of the employee who receive
the communication;

(B) the date upon which the communication was receive

(c) an identification, so far as possible, of the

person from whom the communication was received and of the person

on whose behalf such person was acting in making the communication;
(D) a brief characterization of the subject matter

under discussion;
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(E) in the case of communications through letters,

documents, briefs, and other written material, copies of such ma-

terial in its original form. In the case of materials which fall

under 5 U.S.C. 552 (b), a summary of the communication or a copy
of such material with suitable deletions will suffice in lieu of
the original:

(7) "record of communications maintained for full dis-
closure” means a record of communications received by a Department
employee which shall contain--

{A) the name and position of the employee who re-
ceived the communication;

(B) the date upon which the communication was re-
ceived;

(c) an identification, so far as possible, of the
person from whom the communication was received and of the person
on whose behalf such person was acting in making the communication;

(D) a brief summary of the subject matter or matters
of the communication, including relevant docket numbers if known;

(E) in the case of communications through letters,
documents, briefs, and other written material, copies of such mate-
rial in its original form. 1In the case of materials which fall
under 5 U.S.C. 552 (b), a summary of the communication or a copy
of such material with suitable deletions will suffice in lieu of
the original;

(F) a brief description, when applicable, of any
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action taken by the employee in response to the communication.

RECORD-KEEPING REQUIREMENTS

Section 2. (a) Each Department employee shall prepare a record
of communications maintained for summary disclosure for each oral
or written communication initiated by persons outside the Department,
pertaining to a substantive policy matter before the Department,
except any such communication from informants or members of the
working press. For the purpose of this paragraph, a "substantive
policy matter" means any important Department action or policy issue
as prescribed in regqulations promulgated by the Department, except
that no such regulation shall apply to agency proceedings as defined
in 5 U.s.C. 551 (12).

(b) Each Department employee shall prepare a record of communi-
cations maintained for full disclosure for each oral or written
communication, initiated by persons outside the Department, during
the pre-adjudicative stages of a proceeding or pertaining to a pend-
ing Department proceeding, except (i) any such communication from
informants or members of the working press and (ii) any such communi-
cation initiated by the party to an enforcement proceeding during
the pre-adjudicative stage. With respect to communications initiated
by the party to an enforcement proceeding during the pre-adjudicative
stage, the Department employee shall prepare a record of communica-

tions maintained for internal disclosure.
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PUBLIC FILING

Section 3. (a) Each Bureau Counselor and the Department Coun-
selor shall assure that records of communications maintained for
summary disclosure and records of communications maintained for
full disclosure which are prepared by the Department employees under
their jurisdiction shall be furnished for inclusion in a public
file within five working days of the receipt of the communication.
Public files containing such records shall be located in the public

reading room of the Bureau or Department. Such records for which

no public file already exists shall be placed in public files located

in the public reading room, appropriately indexed pursuant to regu-
lations promulgated by the Department. All public files shall be
maintained for a period of five years, and shall be available for
public inspection and copying.

(b) Each Bureau Counselor and the Department Counselor shall
assure that records of communications maintained for internal dis-
closure prepared by the Department employees under their jurisdic-
tion shall be furnished for permanent inclusion in the case or other
appropriate file and that a copy of such record shall be furnished
for inclusion in a centrally located file in the Bureau or Depart-
ment within five working days of the receipt of the communication.

(c) Bach Department employee who is compensated under 5 U.S.C.,
chapter 53, subchapter II,shall provide for the maintenance of his
prospective and retrospective calendars for public inspection in

the public reading room of the Department. Such materials shall
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be submitted, and updated, the first working day of each week.

SANCTIONS
Section 4. Any Department employee who knowingly and willfully
or fails to file any record required by these

falsifies, forges,

requlations shall be terminated or suspended from the Department

for such period as the Department Counselor shall deem appropriate,

but for not less than 30 days.
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mnon Cau% APPENDIX C.

2030 M STREET, NW., WASHINGTON, D. C. 20036 Part I
John W. Gardner, Chairman (202) 833-1200

LEASING ENERGY RESOURCES:

REFORM OF INTERIOR DEPARTMENT PROCEDURES

The energy shortages now facing the United States represent
several crises at once. One of these is the escalating demand
for energy in the face of dwindling and irreplaceable resources

in this country. Another is our costly and vulnerable dependence

on foreign sources for much of our fuel. Both these problems

require that we take stock of our own energy resources and re-
consider the practices and policies which have determined their
use in the past.

Over 50 percent of this country's fossil-fuel energy resources
are located on federal lands or are under federal control. Nearly
half of our coal reserves are under federal control in the West,
and these lands contain about 85 percent of the low-
sulfur deposits for which there is increasing demand. It is
estimated that up to 70 percent of our oil and gas resources are
on the Outer Continental Shelf and in Alaska, most of which are
federally controlled. There are also vast supplies cf natural
gas on federal lands in the Rocky Mountains.

The Interior Department's procedures for leasing tliese
valuable resources for development and production appear to be
inefficient and wasteful. In many respects, they seem designed
to benefit the coal and oil companies who lease these reserves,

enabling them to obtain lands at minimal costs, often without
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competition, and to sit on the reserves in anticipation of higher
prices. The public's interest in obtaining a fair return for
federal resources and having them developed in a diligent fashion,
as part of an overall land use plan, is often ignored. Reform of
the Department's leasing procedures therefore emerges as a priority
in meeting our nation's energy needs.

The Department's Bureau of Land Management, which is respon-
sible for leasing federal energy resources, has recognized some
of the existing problems, particularly in regard to the 1920
Mineral Leasing Act. Present leasing procedures are largely
determined by this Act, and the Bureau has recommended some appro-
priate revisions. There are several reforms, however, which the
BLM could implement on its own.

Common Cause has identified four key aspects of BLM's leas~

ing procedures which call for immediate remedial action by the
Bureau: 1) non-competitive leasing and lease concentration,
2) lack of diligent development of leased resources, 3) the lack
of overall land-use planning in setting leasing priorities, and
4) inadequate disclosure by coal and oil companies of their data
on energy resources.

Common Cause urges BLM to amend its regulations on leasing
to remedy these problems. Our proposed regulatory amendments

are attached.

1. Non-Competitive Leasing and Lease Concentration

Nearly 50 percent of all existing leases for federal coal
reserves have been granted through non-competitive arrangements.

They are called "preference right leases," which enable coal or




0il companies to lease coal lands without having to bid compet-
itively against other interests. A company can cobtain a coal
prospecting permit for a $10 filing fee and one year's rental
on the land for 25 cents an acre. If it then demonstrates that
the land contains coal in "commercial quantities,” it is auto-
matically entitled -- as provided in the Mineral Leasing Act
enacted 55 years ago -- to a preference right lease for that
land. No other company can compete for the lease.

In the case of onshore oil and gas on federal lands, 95
percent of all existing leases have been issued non-competitively.
Potential oil and gas fields on tracts of unknown geological struc-
tures, upon which no leases have been granted, are automatically
leased to the first qu;lifind bidder. When other tracts become
available for leasing due to the expiration or termination of
previous leases, they are awarded without competition on a monthly
lottery, which costs only $10 to enter.

The lack of competition in cbtaining coal leases has perpe-
trated an enormous degree of lease concentration in the top 15
leaseholders. There are currently 144 companies holding federal
coal leases, but the top - 5 oil companies;, 7 coal companies,

and 3 electric utilities -- control over 70 percent of the coal

acreage under lease. As mentioned in the following section, much

of this acreage is being held for speculative purposes. Only
48 percent of the coal mined from all leases has come from those

held by the top leaseholders.
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Common Cause believes that to increase competition, reduce
lease concentrations, and encourage production on federal lands
rather than speculation, the following changes in BLM's regula-
tions are needed:

-— A ban on new coal prospecting permits, which would in
effect eliminate the preference right lease arrangement, and a
requirement that all new coal leases be obtained by competitive
bidding.

-- piscontinuance of the lottery system for certain onshore
o0il and gas leases, and a requirement that new leases be obtained
by competitive bidding insofar as the law permits.

-- A limit on the percentage of outstanding coal acreage

under lease which any one company and its subsidiaries may hold.

2. Diligent Development

There are presently over 500 coal leases under BLM's juris-
diction, covering nearly a million acres with an estimated 16 bil-
lion tons of coal. Most of these leases (474) are located in seven
Western states, 321 of which have never been active. Only 52, or
a mere 11 percent, are now in active production. Five of the top
15 coal leaseholders in this group--including El Paso Natural Gas
and Shell 0il Company--have never produced a ton of coal from
their leases. With respect to onshore 0il and gas leases, only
10 percent of the current 119,800 leases are active. This
suggests that the BLM is allowing coal and o0il companies to
speculate with leased federal reserves--keeping them out of
production in hopes of higher prices in the future.

The Mineral Leasing Act is one cause of this situation.

Its requirement that coal and o0il companies "diligently

develop" leased reserves is weak, undefined, and has gone unenforced
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since 1920. Not a single lease on federal lands has ever been
terminated for lack of development, much less lack of diligent

development .

Another cause is BLM's leasing arrangements themselves. A

company can obtain a coal prospecting permit for a nominal fee,

receive a preference right lease a few years later and then sit
on the lease year after year, paying only an annual rental fee
of $.25 to $1.00 an acre depending on the age of the lease. The
lease lasts indefinitely, subject to readjustment at the end of
the first 20 years. There is no requirement or incentive to

produce anything. Onshore oil and gas leases on tracts of unknown

geological structures carry a 10-year term with no production re-

guirements, with only a 50 cent-an-acre rental charge each year.

These arrangements are ideal for coal and oil companies who
wish to lease federal resources for speculative reasons. In
many cases, it makes better financial sense to pay the low rental
fees than to develop the land in a diligent manner. As a result,
the public is denied valuable energy resources and the government,
due to outdated financial terms set out in the 1920 Act, loses
money. On the Outer Continental Shelf, for example, where large
cash bonuses, higher rentals, and competitive bidding are requir@d,
diligent development is seldom a problem. Last year the government
earned more than $5 billion in bonuses and first—year rentals alone,
not to mention lease revenues.

All existing coal and onshore oil and gas leases have already been
issued for lengthy or indefinite periods of time and the terms of
these leases cannot be changed. The only way to assure their pro-

duction, therefore, is through strict definition and enforcement of




the diligent development requirement. The BLM is to be commended
for finally proposing a clear definition of "diligent development"
with respect to coal leases. However, it has not proposed similar
clarifications for oil and gas.

Common Cause proposes the following regulatory changes in
order to assure diligent development of federal energy resources
and discourage speculation:

-~ Adoption of BLM's proposed diligent development require-
ment for coal leases, and the implementation of similar require-
ments for all oil and gas leases.

-- Increased license and rental fees and royalty rates for
coal and onshore oil and gas leases.

-- Adoption of the following enforcement provisions for
non-diligent development: termination of leases or denials of
extensions if the new diligent development reguirements are not
met; denials of any new leases to a leaseholder whose current
leases are not being diligently developed; and denial of an exten-
sion of a prospecting permit to any permittee who has not diligently

pursued exploration.

3. Land-Use Planning

There are nearly 70 million acres of federal land now
under lease to coal and oil companies. This land has been leased
almost entirely in response to demand from these companies, with
virtually no overall land-use planning on the part of the govern-

ment. Leasing decisions have been largely determined by the

desire of private interests to lease certain tracts of federal

lands. This has resulted in misdirected, haphazard, and unorganized

land-use policies regarding energy resources.
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Given the unprecedented impact that increased coal and oil
development will have in the West, the Outer Continental Shelf,
and adjacent coastal states, it is critically important that
all future leases be incorporated into a comprehensive land-use
plan. This plan should be prepared by the Department of the
Interior, in consultation with state and local authorities, and should
take into consideration social and environmental impacts and
regional energy needs as they relate to overall national energy
policy.

Common Cause believes the following regulatory changes are
needed:

A requirement that all new leases for coal and onshore
©il and gas must be initiated by the Interior Department in accor-
dance with a comprehensive land-use plan, and noticed in the

Federal Register and local newspapers.

== A requirement that in leasing OCS tracts, the Interior

Department must solicit recommendations from other Federal

agencies, hold public hearings, and consult with state authorities.

4. Adequate Data Disclosure

A fourth problem area concerns the information used by the
Interior Department in evaluating energy resources and setting
minimal acceptable bids on them. Most of this information is
compiled by the U.S. Geological Survey. The exploratory and
interpretative data prepared by coal and oil companies, however,
is often withheld from the Department. This data is absolutely
essential to adequately assess the guantity and quality of fossil
fuels in various reserves and to set responsible leasing terms

and priorities.
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For this reason, BLM has recently required that all raw and
processed data gathered by private companies on OCS oil and gas
lands be turned over to USGS without cost. Common Cause believes
that such requirements are timely and correct, and that similar
requirements should be codified in the Federal regulations to
assure adequate data disclosure for all federal mineral and fos-
sil fuel leases. Such regulations should also cover a company's

interpretive data on what certain tracts contain, as long as its
E 9

proprietary nature is recognized and duly protected by confiden-

tiality.

The following regulatory change is needed:

-- A requirement that in order to obtain a lease for coal,
onshore oil and gas or OCS oil and gas, the leasee must submit
to USGS copies of all raw, processed and interpretive data with

respect to such proposed lease.
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2030 M STREET, NW., WASHINGTON, D. C 20036 Part II
John W. Gardner, Chairman (202) 833-1200

PROPOSED AMENDMENTS TO THE DEPARTMENT'S

REGULATIONS ON LEASING ENERGY RESOURCES

Common Cause proposes that the Department of Interior adopt
the following amendments to its regulations on leasing Federal coal,

0il, and gas reserves (34 C,F.R. 83100, 3300, and 3500) .

Onshore 0il and Gas

Amend 3101.1-1 by:
a) Inserting after the first sentence: The Secretary shall
issue calls for nominations of tracts for leasing when he deter-

mines that the public interest requires an expansion of oil

or gas production beyond that producible from land already

under lease. Such action shall be taken only after 'the prepa-
ration by the Secretary of a comprehensive land use plan for
the area, in the preparation of which he shall request and con-
sider the views and recommendations of appropriate Federal

agencies and of State agencies, organizations and individuals.
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b) Substituting "16-2/3 %" for "12-1/2 %" in the last
sentences.
Amend 3103.2-1(a) by striking the first sentence and substituting:
An application for a lease on lands not within a known geologic

structure of a producing oil or gas field must be accompanied by

a filing fee of $100 for each application.

Amend 3110.1-1 by adding: If, at the end of the primary term
of 10 years, the lessee has not engaged in operations adequate
to determine that it is a producing or producible lease, the
lease shall be terminated and the issuance of a new lease shall
be subject to the provisions of 3112.1-2 as revised.

Delete 3110.1-6(b).

Amend 3112.1-1(a) by:

a) Deleting "subject to the filing of new lease offers"
and substituting "available for lease sale if it is determined
by the Secretary to be in the public interest".

b) Deleting the language in the last sentence following the
words "provisions of this section".

Delete paragraph 3112.1-1(b).

Amend 3112.1-2 by deleting the latter part of the first sentence
beginning with "together with".

Delete all of present paragraphs 3112.2 3112.4, 3112.5-1, and
3112.5-2.

Add as a new 3112.2:

a) Leasing of lands available under 3112.1-1 shall be by
competitive bidding. Notice of lease sale shall be by publica-
tion in a newspaper of general circulation in the state and count

0

in which the lands are located at least 30 days prior to the

sale.




b) The notice of a lease sale shall include a stipulation
that, upon the request of the Supervisor, the geological and
geophysical data reguired under this lease and processed infor-
mation derived therefrom after it has been processed for the
lessee's own use or for delivery to any third party shall be
submitted to the Supervisor within 30 days after request.
Interpretive information shall accompany the processed data.
Amend 3120.1-1 by deleting the word "competitive" and inserting
after "leases" the following language: "for land within the

known geologic structure of a producing oil or gas field."

Outer Continental Shelf

Amend 3301.4 by changing the second sentence to read: "To aid
him in his evaluation and determinations he shall request and
consider the views and recommendations of appropriate Federal
agencies, shall hold public hearings after appropriate notice,
and shall consult with State agencies, organizations, industries,
and individuals.

Amend 3301.5 by adding: "The notice of a lease offer shall
include a stipulation that, upon the request of the Supervisor,
the geological and geophysical data acquired under this lease

and the processed information derived therefrom after it has

been processed for the lessee's own use or for delivery to any

third party shall be submitted to the Supervisor within 30 days
after request. Interpretive information shall accompany the

processed data.




Coal
Amend 3501.1-3 by adding the following new paragraph: (e) Coal -
Lease sales shall be held only when it is determined by the
Secretary that the public interest reguires an expansion of
the mining of coal and after the lands containing coal deposits
have been included in a comprehensive land-use plan prepared by
the Secretary. Notice of such proposed lease sale shall be
given in the Federal Register at least 30 days prior to the date
of the sale. Notice shall be given also in a newspaper of general
circulation in the state and county in which the lands are located.
Leases shall be awarded only after competitive bidding except in the
case of land presently covered by a prospecting permit. If no
bid at an acceptable level is received, the land may be withdrawn
from lease sale.
Amend 3503.3-1(a) by adding the following new paragraph: (1)
Coal - Not more than five percent of the total acreage under pros-
pecting permit or lease shall be held by any one person or
corporation. For purposes of this section, the leaseholdings
of a subsidiary shall be attributed to the parent corpora-
tion.
Amend 3503.3-1(b) by substituting for the first sentence the
following: Annual rental per acre or fraction thereof for coal
leases shall not be less than $1.00 for the first year and
not less than $2.00 for each year thereafter.

Amend 3510.03(a) by adding as 3510.03(a) (1): Exception for Coal.

No new prospecting permits for coal shall be granted.

Add as 3510.1-3: Data Disclosure for Coal Leases - Any present

permittee wishing to obtain a lease on the land covered by his

permit shall furnish to the Secretary a copy of all data obtained




during exploration. Such data shall remain confidential until
the areas involved have been leased or until such time as the
Secretary determines that making the data available to the
public would not damage the canpetitive position of the permit-
holder.

Amend 3511.3-1(b) (1) by striking the following: "or for other
reasons warranting such extension” and adding "A permittee

who has not demonstrated reasonable diligence in exploration
during the initial two-year term shall not be eligible for an
extension."”

Amend 3521.2-1(a) (2) (ii) by adding: "No lessee of coal land who
has held a lease for three years oOr more without diligent
development as defined in 3500.0-5(e) (currently proposed by
BLM) shall be permith@ to file an application for an additional lease.'
Amend 3523.2-1(b) (1) by inserting before the last sentence

of the paragraph: "A lease may be cancelled if, after three

years have elapsed since the granting of the lease, there has

not been diligent development as defined in 3500.0-5(e) (currently

proposed by BLM).
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Senator Mercarr. The next witness is Mr. Raymond Spang, of the
Northern Cheyenne Tribe of Lame Deer, Mont.

Welcome to the committee * * * Welcome again to the committee
on another confirmation hearing * * *. T have had the opportunity to
visit the new facilities at Lame Deer during the August recess, and
noticed that a wet summer has made Montana a much more beautiful
State—taller grass than I've ever seen.

Mr. Seaxe. We hope to keep it that way.

Senator Mercarr, Go right ahead.

STATEMENT OF RAYMOND SPANG, NORTHERN CHEYENNE TRIBE,
LAME DEER, MONT.

Mr. Spane. The Northern Cheyenne Tribe opposes the confirmation
of Thomas S. Kleppe for Secretary of Interior. We feel that he lacks
the record and imagination to fully guarantee that he will vigorously
and positively exercise that office’s responsibility to defend the rights,
resources, and lives of the American Indian.

My name is Raymond Spang. I am a member of the tribal council
of the Northern Cheyenne Tribe. I have been authorized to submit
this statement on behalf of the Northern Cheyenne Tribe.

Included with this short statement are four questions that the North-
ern Cheyenne Tribe hereby requests this committee to propound to the
nominee, Thomas S. Kleppe. The tribe considers these questions of
great importance to the general well-being and survival of the North-
ern Cheyenne people.

I wish to raise a matter of importance to the survival of the North-
ern Cheyenne people—the Northern Cheyenne Tribe’s struggle against
the threat of massive and perhaps unlawful strip mining of approxi-
mately 56 percent of the Northern Cheyenne Reservation.

This reservation of approximately 433,000 acres is located in south-
eastern Montana and is the homeland of the Northern Cheyenne peo-
ple. Approximately 3.000 of the tribe’s 3,600 enrolled members at
present live there. The entire reservation rests on a vast coalbed of
approximately 5 billion tons,

Im the mid-1960’s, rising national energy demands, new coal conver-
sion techniques and the superior economics of strip mining created
intense interest in the vast strippable coal reserves of the West. Prime
among these reserves was the undeveloped Northern Cheyenne deposit.

By 1971, with the cooperation and sanction of the Department of
the Interior, a collection of the Nation’s leading energy companies
had acquired exploration permits and strip mining leases blanketing
vast portions of the reservation.

By 1973, however, prior to the initiation of any coal development
under these leases and permits, the Northern Cheyenne Tribe enacted
a resolution demanding that the Secretary of the Interior cancel all
existing permits and leases on the gronnd that they were issued in
violation of law.

In January 1974, the tribe supported this demand with a two-
volume, 630-page document entitled, “Petition of the Northern Chey-
enne Tribe to Rogers C. B. Morton, Secretary of the Interior. Concern-
ing Coal Leases and Permits on Their Reservation.”
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The petition set out the factual and legal basis for the tribe’s de-
mand based on the records and files of the Department of the Interior
regarding those transactions. Some 40 separate law violations in-
volving breaches of statute, regulation, and trust obligation were care-
fully described.

During the ensuing 5 months the Secretary and his solicitor gave
the matter extensive personal consideration. The Secretary was clearly
deeply impressed with the wei ht of the tribe’s case. Finally, on
June 4, 1974, the Secretary issued his decision. Although the tribe was
not satisfied with several aspects of the Secretary’s decision, it did
take heart from its ultimate holdings:

(a) That he as Secretary was deeply impressed with his responsi-
bility to preserve the environment and culture of the Northern Chey-
ene Tribe and would not subvert those interests to anyone’s desire to
strip mine that reservation.

(b) That strip mining on the Northern Cheyenne Reservation would
not oceur unless freshly approved and supported by the Northern
Cheyenne Tribe.

Now I have some questions.

(1) I would like your affirmation that if confirmed you would recog-
nize these pledges as binding and irrevocable commitments of the
Secretary of Interior on which the Northern Cheyenne Tribe may
continue to rely.

(2) Another aspect of Secretary Morton’s June 4, 1974, decision
ordered the convening of an administrative hearing in the Office of
Hearings and Appeals of the Department of the Interior concerning
allegations that certain persons and firms had acquired strip mining
rights for purely speculative purposes in violation of the law and had
unlawfully assigned those rights to others. The tribe was invited to
participate as a party in those hearings. The tribe accepted that invita-
tion and then discovered serious defects regarding rights to discovery
and subpena in that hearing which would ceverely prejudice the tribe’s
position. On complaint of the tribe, that proceeding has been sus-
pended. In the near future the tribe will be bringing to the attention of
the Secretary of the Interior its position regarding the defects in that
hearing and will be requesting termination of the proceeding. As Sec-
retary, would you cancel that hearing if you found that the tribe’s
claim of prejudice is indeed meritorious?

(3) Another aspect of Secretary Morton’s June 4, 1974, decision rec-
ognized the extraordinary circumstances giving rise to the tribe’s peti-
tion and the great cost incurred by the tribe in preparing and present-
ing its case. For that reason, the Secretary promised the tribe that to
the fullest extent of his authority he would defray the legal expenses
which might be subsequently borne by the tribe in the administrative
hearing and in any litigation between the tribe and the coal companies.

On September 8, 1975, Acting Secretary Frizzell rescinded that com-
mitment on the ground that the Secretary’s authority to pay those costs
is not clear. The tribe’s position, however, is that the Secretary does in
fact have such authority.

Will you. as Secretary, reconsider that decision of Acting Secretary
Frizzell and reinstate the commitment to the Northern Cheyenne if you
find that there is secretarial authority to pay those costs?
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(4) Unless the U.S. Supreme Court decides otherwise in the Hollow-
breast case, the tribal ownership of approximately one-half of the
Northern Cheyenne coal reserve will in June of 1976 leave the tribe and
vest in a group of 2,000 to 3,000 individuals. This group includes a sub-
stantial number of nonmembers of the tribe; people who have no in-
terest in the welfare and survival of the Northern Cheyenne people as
a tribe.

If this transfer occurs, it is very likely if not certain that a frantic
coal rush will occur on that reservation. In fact, speculators have al-
ready appeared on the scene and have engaged in questionable trans-
actions with individuals who might acquire mineral interests. Many
. of these holders of future interests are ill prepared to deal at arm’s
length with these speculators and have perhaps already been cheated
out of their interest. Just as the oil rich Oklahoma Indians lost their
reservations and future in the early part of this century, the coal rich
Northern Cheyenne may lose their homeland in these circumstances.

Therefore, what steps will you take, as Secretary of the Interior, to
insure that any coal development on that reservation would oceur
without exploitation. with the concurrence of the tribe and with the
safeguards on adverse impact involved in the development on the
reservation and on the people?

That’s about it.

Senator Mercarr. Thank you very much, Mr. Spang. Would you
leave the notes from which you read for the benefit of the reporter, and
they will be returned to you, if you wish, sir.

This concludes today’s session on Congressman Kleppe’s confirma-
tion. The committee will continue to have the matter before us. Several
questions have been propounded that need to be decided by the full
committee.

The record will be kept open until October 1 for Mr. Kleppe’s re-
sponses and for any additional material that may be submitted. It may
be kept open after that,

I can’t predict when there will be final action on the confirmation,
but it will not be until after we have a complete response on the ques-
tions, so that will be after October 1.

Thank you all. Thank you for being very patient. We are in recess.

[Whereupon, at 1:20 p.m., the hearing was recessed.]
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AprrPENDIX 1

Questions referred to Mr. Kleppe by the Senate Interior Committee
and the nominee’s responses thereto
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1. Preference of public bodies and cooperativels to the
power generated by the Missouri River hydroelectric system
is a lon-established principle in federal law. As Secre-
tary, will you see that this principle is carried out fully
by assuring that this preference includes the use of the
federal transmission facilities by these public and non-
profit organizations?

T s i ol ol e U gk o ol
2. I have suggested a study by the Energy and Research and

Development Administration of the potential of generating

power from the wind, integrating that power with the federal

power resources of the region. I have asked the Bureau of
Reclamation for their support and cooperation in this study.
Will you support that study proposal?

- Si- e e o 5 T p < <\8 vl dagde B
3. The lowest cost power available in the Missouri River is
power from the Missouri River dams. The Department has
announced a tentative increase in rates for this power,
effective Jan. 1, 1977. This cost increase is proposed at
a time when revenues from sale of this power are at an all-
time high. Since the proposed increase is tentative, will
you reconsider this decision concerning these rates?

LA TX X X XXX X X X
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4. The O0'Mahoney Milliken amendment to the Fldod Control

Act of 1944 provides that states west of the 98th meridian

(upstream states) have a prior right to use of water for
consumptive purposes over use downstream. How will you
assure that the water rights of the upstream states are
protected?
> 250 > T o Gl B 25 o O S
5. Do you support the diversion of water from the main-
stem Missouri to the coal fields of Montana and Wyoming?
G Xk XA K X X
6. In addition to industrial and agricultural utilization
of Missouri River water there have been several proposals
for pipeline to service municipal water needs in states
like South Dakota. Would you support feasibility studies

concerning these proposals?
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Hon. Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
U.S. Senate

Dear Scoop:

I would appreciate your assistance in including the
attached letters relating to the nomination of Thomas Kleppe
as Secretary of Interior into the record of the confirmation
hearings.

In addition, T would also appreciate your submission of

the attached question to Mr, Kleppe and inclusion of it and

his response in the record.
Thank you for your cooperation.

With best regards, I am
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The Interior Department since the early 1960's has
cooperated with the consumer-owned systems of the Missouri
Basin in establishing the Missouri Basin Systems Group, a

power pool, and by working out mutually beneficial arrange-

ments by which the power developed by the consumer systems

has been integrated with the federal power and transmission
systems. As secretary, will you work to continue and improve
these relationships to help provide the expanding needs of

these systems?
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Smalles Manulaghurres Councit 324 Bled ol the &1

The Honorable James G. Abourezk
1105 New Senate Office Building
Washington, D. €. 20510

Dear Senator Abourezk:

The Smaller Manufacturers Council, a Pittsburgh-based trade
association of nearly 600 small manufacturing companies, strongly
urges the approval of the nomination of Thomas 5. Kleppe as
Secretary of the Interior.

Mr. Kleppe, in his four years as Administrator of the
Business Administration, has shown himself to be an al
trator, a knowlec ble person not afraid to adopt new i
innovative government official who has gr :
of activities of his agency without the customary explosion in '.‘n-
hiring of federal employees, and a man who took a ]r-"h.
il g and transformed it into an agency of advocacy for s
Under Mr. Kleppe, the SBA has become visible to
it was established to assist. Local advisory councils
expanded to include small businessmen and women. The Nati
Advisory Council now carries representatives of regional sm:
business organizations such as ours, so that the voice of small
business is heard more clearly in Washington.

Mr. Kleppe's service as Mayor of Bismarck, North Dak
Congressman, and as SBA Administrator ha‘v prepared h:»- man
for binet rank; his record in those three positions clearly
qualifies him for this important post of Secretary of the Interior.
We are confident he will bring the same knowledge, skills, and
aptitude to serve the Interior Department with distinction.

The small business community will miss Tom Kleppe personally,
but the SBA he has administered these past four years will carry
out the goals he has set, and the role of succeeding Administrators
will be that much easier because of the tremendous work of
Thomas 5. Kleppe.

Faphw My We sincerely urge your prompt approval of this nomination.
)

Chavteer Sincerely,

e
B Lo

- I
John W. Hannon
President
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The following question was submitted to Mr. Kleppe for
response in writing at the request of Senator Metcalf.

NORTHERN GREAT PLAINS RESOURCES PROGRAM

You may be familiar with the Northern Great Plains Resources
Program which the Interior Department has been conducting
for the last three years, I have strongly supported this
effort which involves, in ad@ition to Interior, Agriculture,
Environmental Protection Agency, and representatives of the
Governors of the five Northern Great Plains states, The Interior

Department issued the interim report of this group on August 1,

I believe that the group should be continued, If confirmed,

do you intend to continue it? If you have no views on this
subject now, will you, after you become Secretary, let the
Committee know what you intend to do about the program, after

taking office, within 30 days?
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The Honorable Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
United States Senate

Washington, D. C. 20510

Dear Scoop:

I appreciate this opportunity to address questions
to the nominee for Secretary of the Interior Mr. Tom Kleppe.

As the committee is certainly aware, the issues
concerning Alaska which the Interior Department must handle
are numerous and complex. My constituents in Alaska would
like an indication of the view and philosophies held by
Mr. Kleppe which would reflect the kind of policy we may
anticipate from him as Interior Secretary.

Since these questions are detailed and will undoubtedly
require research I respectfully request that Mr. Kleppe
respond in writing for the record of your committee and to
me personally.

I would like to further request that these responses
be submitted for the record of this committee prior to
action on Mr., Kleppe's confirmation.

Kindest regards.

Sincerely,

.

=

Mike Gravel
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Responsibility to Alaska Natives:

As you may know, over 20 percent of the population of
Alaska is "Alaska Native®™. These Alaskans are of Eskimo, Indian,

or Aleut decent. As Alaska Natives, these individuals 'have a

special relationship with the Federal government through the

Department of Interior. Not only does the department have

particular responsibilities for the implementation of the Alaska
Native Claims Settlement Act, which I shall address later in my
guestioning, but it also has a long history of responsibility for
the health, education, and welfare of these Alaskans.

Significant in defining the relationship between the
Department and Alaska Natives is the concept of "Indian Self
Determination”, both as a matter of federal law and department
policy. Important to my constituents in the Alaska Native
community is the program to contract to Natives for the operation
of many public services heretofore provided directly by the
Bureau of Indian Affairs. Therefore, I am interested in knowing
your philosophy toward the department's responsibilities in the
area of services for Alaska Natives and also your personal

convictions with respect to a policy of "Indian Self Determination"
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Natural Gas Pipeline Construction:

As you are aware, construction is now underway on a trans

Alaska oil pipeline from Prudhoe Bay to Valdez, Alaska. Since

:
construction began last spring, two consortiums have formed and

are now requesting a permit to build a gas pipeline to deliver
natural gas from that same field to market. The process, of
course, will involve the Interior Department's consideration of
the impact to federal lands the line would cross, and the guestion
of the best routing of such a pipeline.

How do you view the Interior Department's responsibility in
considering the gquestions surrounding the routing-of a gas
pipeline to deliver North Slope gas to market?

Do you feel that in the process of this consideration, the
social and economic impact to Alaska should be an integral part

of the impact study?




0OCS Leasing in Alaska‘:

Of major concern to Alaskans is the lease sale #39, tentatively
scheduled to be held in December, 1975. Alaskans are conscious of

the vast oil and gas resources that we possess, and we are willing

to do our part to support a goal of energy independencé. But we

feel that our cooperation should be matched by cooperation from the
federal government in confronting and resolving the problems that
will occur to the state from development of the OCS.

Before 1 can support a lease sale, it is imperative that the
regulations controlling OCS development be revised. Legislation
has passed the Senate which would do that and will be taken up in
the House shortly. The Department in their press release of August
12, announced plans to involve coastal states more fully in OCS
development decisions. )

1) Would you be willing to work with the Congress to
expedite the revision of Lhose.requlntions? Would you make such
revisions a prerequisite for the Northeast Gulf of Alaska sale?

2) A major problem for communities facing OCS development
is lack of financial resources for their planning activities.
Planning monies in advance of the actual lease sale are crucial
for any meaningful State and local involvement in the area
community planning. Do you support a concept of revenue-sharing of
0CS funds. Do you support and will you work for a financial
scheme that would make funds available to the states and communities
for advance planning prior to actual leasing of the lands off

their shores?




Easéments

As T am certain you are aware, the Secretary of Interior has

certain responsibilities under the terms of the Alaska Native

Claims Settlement Act passed by Congress in 1971. One of those

responsibilities deals with the matter of identifying pﬁblic easements
on Native selected lands in advance of final conveyance of some

44 million acres of land to Village and Regional Corporations

formed under the terms of the Act,

A great deal of discussion has taken place in Alaska and in
Washington with respect to the manner in which easements are to be
identified. Alaska Natives, the Bureau of Land Management, the
Joint Federal State Land Use Planning Commission, the State of
Alaska, and sportsmen user groups have all been involved in these
discussions in addition to Interior's Alaska Task Force.

Is it your view that quidelines for the definition and
1den£iflcatlcn of these easements should be just that = internal
administrative guidelines - or should they become a part of the
Code of Federal Regulations after appropriate procedures have been

followed for their adoption?




Several proposals have been advanced to transfer management

of all Navy Petroleum Reserves in the United States, including

Pet 4 in Alaska's Arctic, from the Department of the Navy to

Interior. Interior has had experience in managing public lands
and has developed processes for public dialogue on the various land

uses. Would you favor this transfer? If not, why not?

what is your view of Federal-State relationships in states
where the Federal government holds title to a major portion of
public land within the state? What kind of input do you consider
appropriate for the states to have in decisions of federal land
uses within their boundaries? What kind of state/federal management
structuré should be created, if any, to deal with the question of
management of the so called D-~2 lands in Alaska? When do you
forsee the D-2 questions being settled? In general, what is your
disposition toward the idea of adding over 80 million acres of

land to the "four-systems" in Alaska?




Primary Corridors:

Is it your belief that the "Primary Corridor™ study prepared
by the Bureau of Land Management is sufficient to justify reservation
of easements across federal lands soon to be conveyed to Alaska
Natives for use as utility corridors for future pipelines, roads,

railroads and the like?

Do you feel reservation of these easements at this point in
time, based on the information prepared by BLM, is sensible public
policy which fairly involves the State of Alaska in the planning

process and equitably treats Native landowners?
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Ouestions Senator Cranston wishes to be asked of
Secretary of the Interior nominee Thomas Kleppe

1. Do vou feel the Interior Department should
actively engage in a program to purchase private
lands and mineral rights on lands within national
parks and monuments to protect these areas?

What do you think about strip mining in Death Valley
National Monument?

Do vyou foresee any circumstances under which the energy
crisis could justify destroying any portion of the
national park svstem?
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Senator Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
137 Russell Sen ffice Building
Washington, D.C. 20015

Dear Senator Jackson:

ow, Septembe , the Senate Interior committee w
tinue its qu ng of Interior Secretary-desig e
as 5. Kleppe. During the hearing on Tuesday r. Kleppe

that he was willing to consider the possib )
a ort delay in the leasing of the California outer conti
nental shelf territory scheduled for next month. On other
critical matters concerning Californians, however, he was
less definite.

I suggest that the is a serious need for more expli
answers from Mr. Kleppe regarding ti t important

As Secretary of Interior, he would j de over the

transfer of public resources to the private sector in
history of the world. Before confirming him in that office
of high responsibility, I would hope that your committee
receive firm answers to the central questions concerning not
only the California 0.C.S5. leases, but the policies he will
pursue as Secretary in terms of national offshore oil and gas
development, including:

Revision of the terms under which leases are granted,
providir alternative to the bonus bid and f
royalty arrangement under which billions of dol

from a publ resource enrich the coffers of private
multi-national companies rather tham the public
treasury,

Whether or not there ought to be a separation of

exploration and development in 0.C.S. territory;

Coordination of 0.C.5. development with affected
State governments to assess the on-shore and environ-
mental impact,
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]
Diversion of a proportion of the profits from the
Federal to coastal state treasuries, as is presently
the case with other natural resource development;

What actions Mr. Kleppe would undertake as Secretary

to discern the true number of Federal leases capable

of producing oil which are at this time deliberately
being withheld from production (the Dingell subcom-
mittee in the House reported 168 such leases comprising
nearly 788,000 acres);

How he would eliminate the substantial illegal conflict
of interest alleged by the General Accounting Dffice
to exist within the U.S. Geological Survey, which
supervises private development of 0.C.S. territory,
establishes minimum rates for production, maintains
production accounts and collects royalties based upon
those records. The G.A.0. concluded in a March 31,
1975 report that no fewer than 22 per cent of those
USGS employees required to file financial disclosure
statements showed interests directly in violation of
law, mainly relating to ownership of securities in oil
and gas producing companies. $

The Department of Interior today announced a two month delay
in the California lease sale. But I have been informed by the
Department that this postponement resulted from administrative
necessities and is not reflective of a reconsideration of
Interior's leasing schedule or 0.C.S. policy in general. Nor,
I was informed, is the postponement indicative of any policy
decision by Mr. Kleppe.

It was not very long ago that I was informed that to delay the
California sale beyond September would imperil the national
energy program. Then the sale was delayed until October; now
until December. I believe that it would be interesting to know
what timetable Mr. Kleppe favors.

The decision by Interior to delay the sale obviously was made
some time ago, as it is due to the review periods required by
law. Yet the Congress was not informed of the delay until

the last moment, and neither was the State of California. This
is only the latest piece of evidence that the Department of
Interior is unconcerned with the opinions and interests of the
State and its representatives in Congress. 1 would be most
interested to know Mr. Kleppe's plans to revise this policy.
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The following questions were prepared by the staff of the
Subcommittee on Conservation, Energy, and Natural Resources
of the House Government Operations Committee.and were sub-
mitted to Mr. Kleppe for response in writing.

Following are suggested questions for Mr. Kleppe
regarding the recent decision by the Interior Department to
transfer jurisdiction over three western game ranges to the

Bureau of Land Management.

Mr. Kleppe, earlier this year Interior Secretary Morton

decided to transfer administration of the Charles M. Russell
National Wildlife Refuge (Montana), the Charles Sheldon

Antelope Range (Nevada), and the Kofa Game Range (Arizona) to
the Bureau of Land Management (BLM). Previously, these ranges
had been administered jointly by the BLM and the Fish and
Wildlife Service. This has proven to be an extremely contro-
versial decision, and has resulted in a court suit by the
Wilderness Society, which has temporarily blocked the transfer.
As Secretary of the Interior, would you be willing to re-examine

the basis for this decision?

The most controversial portion of this decision concerns the

Kofa Range. Secretary Morton, in direct contradiction of the

advice offered to him by both the BLM and the Fish and Wildlife

Service, decided on his own to transfer Kofa to BLM. It has
been alleged that this was a decision based on political
considerations rather than concern for sound public land
management policy. Do you feel it is appropriate for a

development-oriented agency such as the BLM to be given
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Questions re: Game Range Transfer

responsibility for managing the last vestiges of America's
great western game ranges? Isn't this a more appropriate

function for the Fish and Wildlife Service?

Mr. Kleppe, it has come to our attention that, on lands
administered under the Taylor Grazing Act, the BLM charges
approximately $1.00 per animal unit month, whereas grazing

fees on comparable Fish and Wildlife Service lands generally
range from $2.50 to $6.00 per animal unit month., Does this
seem justifiable to you, particularly in light of the fact

that the BLM so desperately needs additional funds for improved
range management programs?

Mr. Kleppe, the Fish and Wildlife Service is operating under

a personnel ceiling which prevents accepting sole jurisdiction
over the three game ranges in question. If the Congress or

the Interior Department determines that the Fish and Wildlife
Service is the appropriate agency to manage any of these

game ranges, would you as Interior Secretary support the
additional funding necessary to hire enough management personnel

to accommodate the increased management responsibility?

Mr. Kleppe, what is your philosophy regarding the usage of public

lands which have proven wildlife or wilderness value and potential

mineral or mining resources? Would you agree there are certain
sections of the public domain which have such great environmental
significance that they simply must be preserved for posterity in

their natural state? Could you cite examples?




Questions re: Game Range Transfer

Mr. Kleppe, it is well documented that BLM's past management

of rangeland has been inadequate. One recent BLM report,

entitled "Range Condition Report," prepared for the Senate

Appropriations Committee, documents the fact that only 17 per cent

of the rangeland administered by BLM is in satisfactory or
better condition, while 83 per cent is classified as being in
fair to poor condition. As Secretary of the Interior, what
steps would you take to improve this situation? Do you feel
that this rather poor record of public land management justifies

transferring additional responsibilities to BLM?
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The following suggested questions concern the National
Park Service's management of the activities of concessioners

in the National Park System.

The Concessions Policy Act of 1965 has been criticized as

permitting the concessioners in the National Parks to become

so firmly entrenched and so powerful that concession policy

management by the Park Service has become less effective.

This Act permits the Park Service to grant long-term contracts
of up to 30 years to concessioners, and grants the right of
preferred renewal to existing concessioners when their contracts
expire. Do you feel that this is appropriate? Would you

recommend that the Concessions Policy Act be amended?

Mr. Kleppe, it is disturbing to me that there has been a

recent movement by the Park Service to contract with large
corporations for concession operations in our Natiomal Parks.
For example, the Music Corporation of America controls almost
the entire concessions operation in Yosemite Park; TWA Services,
Inc., is the sole concessioner in Zion Bryce Canyon and

operates part of the concession operation in the Grand Canyon;
and General Host is the sole concessioner in Yellowstone. As
past director of the Small Business Administration, does it

bother you that a larger and larger percentage of National Park
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Questions re: National Park Service

concessions are being handled by the big corporations to the
exclusion of "mom-and-pop" operations? What would you suggest
be done to deal with this problem?

Mr. Kleppe, a Tecent report by the General Accounting Office
regarding National Park Concession operations concludes that,
for a number of reasons and in a number of different ways, the
Park Service is doing a totally inadequate job of supervising
concession contracts. Are you familiar with this report? If
not, would you as Interior Secretary expect to meet with Park
Service Director Everhardt in order to determine how the GAD

recommendations can be implemented?

Mr. Kleppe, the Park Service has recently conducted a series

of workshops around the country in order to receive information
from the general public concerning a master plan for Yosemite
Park. A similar process is presently being undertaken for
several other National Parks. This is in response to the
criticism that the concessioners have been playing too great

a role in the planning process, while the public has not been

given a sufficient opportunity to make its views known. What

do you feel is the appropriate role for the public in matters

such as these which affect the future of the public lands?
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Questions re: National Park Service

Mr. Kleppe, it is a well-documented fact

reasons the Park Service has been unable
in concession management and other areas
kept well under its authorized personnel
mately 8,500 employees. 1In light of the
statistics
increasing about 10 per cent compared to
that is

feel it

personnel ceiling for the Park Service
Would you as Secretary of the

in permanent positions

the positions were needed?

indicate that park visitor usage this

justifiable policy to continue holding
at

Interior recommend

for Park personnel

that one of the

to meet its obligations

is that it has been

ceiling of approxi-

fact that very recent

year is

last year, do you
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an increase
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WAaLLACE CARROLL

WINSTON-SALEM, N. C. 27102

September 15, 1975

Senator Henry M. Jackson

Chairman

Senate Interior Committee

U.S. Senate SI:P 291975

Washington, D. C.

Dear Senator Jackson: \m:ﬂﬂﬂﬂd.ﬂ.ﬁ 20510

I read with satisfaction that you will "explore with great care"
the qualifications of Thomas S. Kleppe when you consider his
nomination to the position of Secretary of the Interior.

May I respectfully request that you try, among other things, to
get a clear statement from him of his position on the flooding
of the New River valley by the proposed Blue Ridge power project? ./

The problem, in brief, is as follows:

Appalachian Power Company, a subsidiary of American Electric Power,
proposeé to dam the New River at two places on the Virginia-North
Carolina border in order to build a pumped storage complex. The
flow of water between two large lakes would be used to meet peak
power demands. The project would consume three units of elec-
tricity to produce two. It would therefore do mothing to ease our
energy shortage; quite the contrary.

To achieve this negative result, the project would (1) drive three
thousand mountaineers from the homes founded by their ancestors in
the eighteenth century; (2) flood forty thousand acres of the best
food-producing bottomland in the region; (3) damage the agricultural
economy and tax base of the mountain counties; (4) destroy these
counties' system of communications and compel some children to
travel as much as eighty miles a day to attend school; (5) wipe out
forever one of the oldest river valleys in the world with its un-
spoiled beauty and unexplored archeological treasures, and (6)
afflict the region with two mud-rimmed lakes that would be a con-
tinuing eyesore. And on top of this, not ome kilowatt of elec-
tricity would come to the afflicted region!

To avert this catastrophe, the North Carolina General assembly, by

stretch of the river into the state's scenic river system. Governor
Holshouser then appealed to the Secretary of the Interior, Mr.
Hathaway, to take this same stretch into the national scenic river
system. Rogers Morton, when he was Secretary of the Interior, had




Senator Henry M. Jackson
Page 2
September 15, 1975

promised to do so, and it is our understanding that if the sec-

retary would take this action, which he has the authority to do,
the power project would be checkmated, The authority to do this
would lie with Mr., Kleppe if he should be confirmed.

Let me emphasize, Senator Jackson, that this matter is a gut issue
in North Carolina. 1 know there is some contrary opinion in
Virginia and West Virginia, but their people are not being robbed
of their birthright. If you can do anything to get a clear and
favorable commitment from Mr. Kleppe (or whoever the next sec-
retary may be) you would win the eternal gratitude of the people \>
of North Carolina. =

Singerely yours,

it (ovrce

Wallace Carroll

WC:dh

P. S. Dorothy Fosdick can give you my ‘credentials,

852 Wellington Road
Winston-Salem, N. C. . 27106
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for
The following questions were submitted to Mr. Kleppe
respense in writing at the request of the Enal_-g,y Policy
Task Force of the Consumer Federation of America.

(1) The Interior Department is nearing a decision-point as to whether to
proceed with a proposed lease-sale of 1.6 million acres of OCS lands off
Southern California. Do you believe that the terms of this proposed
lease-sale--calling for a 16 2/3% royalty payment to the U.S. government--

adequately protect the interests of the American taxpayer?

(2) Would you give this committee a commitment that you will personally
review the terms and conditions of this proposed sale, should you be
confirmed, and attempt to insure that no notice of the sale is published

in the Federal Register umtil you have completed such a review?

(3) Have you arrived at any cénclusions as to the desirability of using
other methods of calculating the Federal Government's share of OCS

Tevenues or pl:ofit.s? Do you believe that other proposed methods--

such as specifying a minimm percentage share of the net profits to be
reserved to the U.S.; or making the share of profits, instead of the amount

of the cash bonus, the determinant of accepting bids--might better

protect the public's interest? v

(4) Until some permanent revision of leasing procedures for the 0CS
is enacted(similar to S. 521, which has passed the Senate), do you believe
that leasing on frontier areas of the OCS should continue at the projected

pace?

(5) Are you aware of the amount of already-leased OCS lands that are

currently in non-producing status? Is the Department prepared to make




an all-out effort to speed up production from those areas already leased
before launching a massive effort to lease frontier areas on the 0CS?
L As of December 31, 1974, according to the Geological Survey,

there were almost 4.1 million acres of leased OCS lands that were non-

producing, almost one million acres more than were actually producing. 7
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PROPOSED SOUTHERN CALIFORNIA OCS LEASE-SALE

1 THE PROPOSED SALE

In January of 1974, the Interior Department called for nomination
of tracts for development of oil and gas on the OCS off Southern California.
The sale, covering about 1.6 million acres, would be the first by the
Federal government off Southern California since the Santa Barbara blowout
in 1969.

Since the call for nomination, a programmatic Environmental
Impact Statement was released in October of 1974 and public hearings
have been held in a number of sites.

At the present time, the status of the proposed sale is as
follows (according to Frank Edwards, Assistant Birector for Minerals
Management of the Bureau of Land Management in Interior):

.At the present time, BIM is still compiling the information
to be submitted to the Secretary of the Tnterior prior to publication
in the Federal Register of a notice of sale on which tracts in the
proposed lease-sale area will be offered;

.Prior to publication of this notice in the Register, the
Secretary must decide whether the sale shall go forward. If he decides
that it shall, the notice is published.

.Thirty dayes after the date of publication of the notice, the
sale takes place(i.e., bids are submitted by the companies for tracts
in which they are interested).

.Interior then examines the bids for thirty days, and within
that period of time decides whether to accept or reject bids on particular
tracts. The Secretary must again formally make this decision. If the
bids are accepted, the lease-sale process is over for those tracts on
which bids are accepted.

According to Mr. Edwards, the Department had been shooting for
October 15 as the date for publication in the Register of the notice
of sale. However, it appears unlikely that this target will be met,
and could be delayed for several weeks beyond this date. This implies
that the first decision point for the Secretary will come sometime between
October 15 and the early part of November, with the second decision point
(i.e., whether to accept bids on particular tracts) following approximately
two months later.




According to Edwards, the first decision point--whether to publish
the notice of sale in the Register--could be made without Kleppe having
been confirmed, with the decision made by the Acting Secretary.

II BASIC FACTS OF THE PROPOSED LEASE-SALE OIL AND NATURAL GAS RESOURCES
(1) QUANTITIES OF OIL AND NATURAL GAS

In 1974, two widely differing estimates of the recoverable oil
and natural gas resources in the lease-sale area were used.

: The Western 0il and Gas Association released the industry's basic
estimates of the potential for the lease-sale area:

"WOGA geologists estimate that 6 to 19 billion barrels of
0il may be found and produced from the 1.6 million acre sales area....
Production estimates are reasonably placed at 14 billion barrels....
Natural gas should be produced along with the oil in the ratio of
2,000 cf per barrel and natural pas reserves are estimated to be
28 trillion Mcf." (Richard Manning, Western OI1 and Gas Association,
Hearings before the National Ocean Policy Study Subcommittee, Santa
Monica, Calif., September 27, 1974)

The Geological Survey's estimate differed quite sharply from
that of WOGA: |

"...the resource potential of the Southern California OCS
is better known....It is estimated that there may be from 1.6 to
2.7 billion barrels of oil and from 2.4 to 4.8 trillion cubic feet
of gas there." (David Lindgren, Deputy Soliciter, Dept. of Interior,
Ocean POlicy Subcommittee hearings, September 28, 1974).

Subsequent to these hearings, the WOGA changed its position and
now states that it can make no reasonable estimate of the o0il and natural
gas potential of the Southem California lease-sale area.

(2) PRODUCTION COSTS

On October 8, 1974, Under Secretary of the Interior John Whitaker
testified before the Interior Appropriations Subcommitee of the House.
lle was testifying on behalf of the Administration’'s accelerated leasing
schedule on the OCS. During that testimony he stated that "It is
estimated, for example, that, excluding bonus payments, OCS oil costs
from $1.50 to $3.50 per barrel to produce, compared to about $10 less
any profits retumed to this country, for imported oil."

Added to these production costs are bonus payments(which in
the Southemn California lease-sale will probably be no higher than the




$2 to $3billion range) and royalties to the 1.5. government (which for
this sale, as for most others, will be 16 2/3% of the value of production)
and taxes. In addition, the government requires small per acre lease
payments.

While no thorough economic analysis of the lease-sale has yet been
done, the apparent gross sales value of the oil and natural gas contained
in the Southern California sale area(computed at $13 per barrel for oil)
would be well over $180 billion over the life of the field.

The total costs of development would include $3 billién for
bonuses(estimate) , approximately $42 billion for lifting and transporting
the oil(using the WOGA estimate of 14 billion barrels and the upper
end of Whitaker's production estimate--$3 per barrel) and approximately
$30 billion in royalties. This totals about $75 billion, or $105
billion less than the estimated potential value of the field's production.

It must be noted that these are extremely rough estimates
and do not include the discounted cost of money or future variations in
the sale price of the oil and natural gas. Including these variables
could make very substantial differences in the potential profit to
be realized from this lease-sale. Yet the magnitude of the very rough
figures should at lease lead to some questioning of the basis for
computing the U.S. royalty percentage from this sale.
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The following gquestions were submitted to Mr. Kleppe for
response in writing at the request of the United Mine Workers
of America.

Currently the Department of Interior has the responsibility for
enforcing the 1969 Coal Mine Health and Safety Act through the
Mining Enforcement and Safety Administration. The history of that
administration's performance leaves much to be desired. Coal miners
are well aware that as the pressure for production increases,as
presently is the case, the concern for safety decreases.

*Do you believe that the responsibility for enforcing mine

safety laws should rest within the same agency responsible

for increasing production?

*What is your opinion of the legislation before this Congress
that would transfer safety responsibility to the Department

of Labor?

When Congress pacsed the 1969 Act, it realized that one of
strongest detriments to unsafe mining practices is the assessment
and collection ot fines for unsafe practices. The failures of the
Department of Interior in this regard are well known.
*If Interior remains responsible for this function how would
you improve the system in order to actually carry out the

intent of Congress?

Your predecessor stated that the next ‘head of MESA would have

training and experience in mining.
*Whai gualifications do you feel the new Administrator of

MESA should possess?
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OFFICE OF THE ADMINISTRATOR

September 26, 1975

Honorable Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
United States Senate

Washington, D. C. 20510

Dear Mr, Chairman:

During the course of my appearance before your Committee on September 23,
1975, you asked that I reply, for the record, to certain questions

concerning the views and philosophies that 1 now hold with respect to some
of the issues before the Department of the Interior. The questions

and my answers follow.

I am grateful for the understanding which your Committee has shown with
respect to my reluctance to commit to specific positions on issues prior to
taking the oath of office and having the opportunity to become thoroughly
familiar with all relevant facts. [ will make a consistent effort to approach
every issue with an open mind and without predisposition.

On the basis of my short discussions with Interior Department officials and
the fundamental philogsophies that [ hold, I have attempted to respond generally
to your questions. [ would welcome the opportunity at a later time to explore
these issues in greater depth with you.

[The 5 following questions were submitted by the staff of the Senate Committee
on Interior and Insular Affairs)

PROPOSED SOUTHERN CALIFORNIA OCS LEASE-SALE

1. The Interior Department is nearing a decision-point as to whether
to proceed with a proposed lease-sale of 1. 6 million acres of OCS lands




off Southern California. Do you believe that the terms of this proposed
lease-sale--calling for a 16-2/3% royalty payment to the U. S.
government--adequately protect the interests of the American taxpayer?

ANSWER: I am informed that the 16-2/3% royalty payment does not repre-
sent the total remuneration received by the American taxpayer for lease-
sales of OCS lands. In addition, substantial bonus moneys are paid by the
successful bidder for the right to develop the lease. I realize there

is considerable concern that the heavy front-money commitment in bonus
bidding may confine bidding to the largest companies, may depress compe-~
tition for leases, and reduce total bonus bids. Nevertheless, I am advised
that the Department's bid rejection procedures ensure that leases are not
sold for less than fair market value. This is the primary method of
protecting the interests of the American taxpayer. I also understand

that, over the last year, a number of steps have been taken to tighten
these bid rejection procedures.

2. Would you give this Committee a commitment that you will
personally review the terms and conditions of this proposed sale, should
you be confirmed, and attempt to insure that no notice of the sale is
published in the Federal Register until you have completed such a
review?

ANSWER: Since the Department has just announced, on September 24,
1975, that the proposed sale will not be held until early December, I

can assure this Committee that, if confirmed, I will personally review
the terms and conditions of the proposed sale and make no decision on the

publishing of the notice of sale until I have reviewed the final environmental
impact statement and public comment thereon and am fully convinced that
the development of our energy resources off the coast of southern California
will take place in a responsible manner.

3. Have you arrived at any conclusions as to the desirability of using
other methods of calculating the Federal Government's share of

OCS revenues or profits? Do you believe that other proposed methods--
such as specifying a minimum percentage share of the net profits

to be reserved to the U.S.; or making the share of profits, instead of the
amount of the cash bonus, the determinant of accepting bids--might better
protect the public's interest?

ANSWER: No, I have not. I would want to examine this question to see if a
way could be found to give all qualified bidders a chance while ensuring
that the public's interest is fully protected.




4. Until some permanent revision of leasing procedures for the OCS
is enacted (similar to S. 521, which has passed the Senate), do you
believe that leasing on frontier areas of the OCS should continue at the
projected pace?

ANSWER: I believe that it is important for us to proceed with the con-
sideration of the frontier areas for leasing in an effort to reduce our
reliance on expensive foreign imports and assist us in our economic
recovery.

It is my understanding that the OCS program is being significantly modi-

fied. State participation in the leasing process before departmental decisions
has been expanded; a comprehensive program of environmental baseline and
monitoring programs has been initiated; procedures are being developed

to require lessees to provide States with information relative to onshore
development and to give States an opportunity to review development plans,
again before departmental decision; and proposed rulemaking has been

issued both to impose a ban on joint bidding among major oil companies

and to provide for early disclosure of geophysical and geological

data. All of these actions are taking place under the current OCS Lands Act.

5. Are you aware of the amount of already-leased OCS lands that are
currently in non-producing status? Is the Department prepared to

make an all-out effort to speed up production from those areas already
leased before launching a massive effort to lease frontier areas on the OCS?

ANSWER: I am advised that the Department is revising its diligence
requirements to ensure that lessees explore and develop their leases
during the 5-year primary term. Some leases are, of course, non-
productive and revert to the Government. Other leases are extended
if there are legitimate equipment constraints.

Providing an opportunity for development in each major region of the OCS
as soon as possible increases the probability that the best prospects will
be found and production brought on line soon enough to have a substantial
impact on our reliance on imports over the next 5 to 15 years.

[The 5 following questions were submitted by Senator Harrison A. Williams, Jr. ]

MINE HEALTH AND SAFETY

6. Some high officials of the Administration have been quoted as saying
that some of the nation's economic ills could be alleviated by




relaxing safety standards for American workers. Do you believe that
such views are inconsistent with the mandate in our safety laws to assure
the maximum health and safety of the American worker?

ANSWER: I am not aware that any high officials of the Administration
are making such statements. With respect to the mining industry, the
first priority of the industry, and indeed its most important resource,
should be the miner himself. Vigorous enforcement of mine safety laws
is not, therefore, inconsistent with the nation's goal of increased mining
and energy production.

7. As Secretary of Interior, you will be responsible for the opera-

tion of the Mining Enforcement and Safety Administration. Are you aware
of the current controversy surrounding the administration of MESA and the
charges that the agency seems to be unable to enforce the safety and
health provisions of the 1966 Metal and Nonmetallic Mine Safety Act and
the 1969 Coal Mine Health and Safety Act, as evidenced by the

continuing very high injury and fatality rates?

ANSWER: I am not aware of any basis for the charge that MESA is
unable to enforce safety and health provisions of our mining laws. To

the contrary, the Annual Report for the 1974 calendar year of MESA
indicates that there have been major reductions in both fatal and non-

fatal injuries during the past few years, as programs under this relatively
new agency have been more fully implemented by Interior. I will lend

my best efforts to ensure that such favorable trend in both the absolute
decline in injuries and the rate of such decline will continue.

8. As a specific example, since the 1969 Coal Mine Health and Safety
Act became law, 48 million dollars in penalties for safety violations
have been assessed against the coal operators, but only 30% of this has
been collected. Are you aware of this and do you have any specific ideas
on how to improve the system?

ANSWER: I am advised that the figures cited in the question do not present
an accurate picture of penalty enforcement. Prior to August, 1974,

the procedures in effect often resulted in high proposed penalty assessments,
many of which could not be supported in fact or in law. They were
frequently reduced by subsequent judicial and quasi-judicial appellate
proceedings.




Since August of 1974, improved penalty assessment and collection pro-
cedures have been instituted and enforced, and collection amounts have
been dramatically increased.

If confirmed, I will continue to review procedures and performance to
ensure that penalties are assessed and collected in a timely and legally
enforceable manner,

9. At present, the position of Administrator of the Mining Enforcement
and Safety Administration is unfilled. What qualifications do you think
a person should have to enable him to be an effective Administrator of
MESA?

ANSWER: 1 think the most important qualification for the post of Admin-
istrator of MESA is extensive experience regarding the mining problems

and issues presented by this unique agency. I also believe that good manage-
ment ability would be important. Only a balanced background in the unique
problems of mining operations would enable the Administrator effectively to
manage MESA in identifying and implementing its enforcement, research, and
education and training responsibilities.

I would do my best to expedite the hiring process, because I believe that
it is important to have the Administrator of MESA in office quickly.

10. One of the concerns of Congress is the role of the Department of
Interior in its responsibility to maximize the production of minerals and
energy fuels, while at the same time, enforcing the mine safety laws
vigorously. The conflict between the two is apparent. How would you
attempt to resolve this conflict?

ANSWER: As | stated in my response to question 6, I do not believe
these two goals are in conflict. It will never be my objective to achieve
increased production at the expense of injury and death to miners.

[The 7 following questions were submitted by Senator Mike Gravel]

RESPONSIBILITY TO ALASKA NATIVES

11. As you may know, over 20 percent of the population of Alaska
is ""Alaska Native." These Alaskans are of Eskimo, Indian or Aleut




decent. As Alaska Natives, these individuals have a special relation-
ship with the Federal Government through the Department of

Interior. Not only does the Department have particular responsibilities
for the implementation of the Alaska Native Claims Settlement Act, which
I shall address later in my questioning, but it also has a long history

of responsibility for the health, education, and welfare of these
Alaskans.

Significant in defining the relationship between the Department and
Alaska Natives is the concept of "'Indian Self Determination, ' both

as a matter of Federal law and Department policy. Important to my
constituents in the Alaska Native community is the program to contract
to Natives for the operation of many public services heretofore

provided directly by the Bureau of Indian Affairs. Therefore, I am
interested in knowing your philosophy toward the Department's responsi-
bilities in the area of services for Alaska Natives and also your personal
convictions with respect to a policy of ""Indian Self Determination. "

ANSWER: [ am informed that the Department, through the Bureau of
Indian Affairs, is currently spending approximately $40 million annually
in the State of Alaska to provide social, economic and educational services
to Alaska Natives. The Alaska Native Claims Settlement Act directed

that a study be undertaken to determine the future management and
operations of programs primarily affecting Alaska Natives. I have been
advised that this study has been completed and submitted to the Congress.

Regarding Indian Self Determination, I would also like to point out that

a great part of my effort at SBA has been directed toward assisting

people to enter into businesses and to become self-sufficient. The concept
of Indian Self Determination is something that I personally support.

NATURAL GAS PIPELINE CONSTRUCTION

12, As you are aware, construction is now underway on a trans

Alaska oil pipeline from Prudhoe Bay to Valdez, Alaska. Since
construction began last spring, two consortiums have formed and are

now requesting a permit to build a gas pipeline to deliver natural gas
from that same field to market. The process, of course, will involve

the Interior Department's consideration of the impact to Federal lands the
line would cross, and the question of the best routing of such a pipeline.




How do you view the Interior Department's responsibility in considering
the questions surrounding the routing of a gas pipeline to deliver North
Slope gas to market?

Do you feel that in the process of this consideration, the social and
economic impact to Alaska should be an integral part of the impact study?

ANSWER: In order to rule on the application for permits to construct
any gas pipeline system, the Department will have to consider the
environmental, economic, and social consequences of such a project,

as well as the impacts of the major alternatives. I understand that, in
addition to an EIS, the Department has initiated studies aimed at the
economic and other important issues involved in such a decision, and

an economic feasibility report will be furnished to Congress on or before
November 16, 1975, In addition, the FPC will have to prepare an EIS

on the competing applications it is considering. As a result of these efforts,
I can assure the Committee that the impact on the State of Alaska will

be carefully considered before a final decision is reached.

OCS LEASING IN ALASKA

13, Of major concern to Alaskans is the lease sale #39, tentatively
scheduled to be held in December, 1975. Alaskans are conscious of
the vast oil and gas resources that we possess, and we are willing to
do our part to support a goal of energy independence. But we feel that
our cooperation should be matched by cooperation from the Federal
Government in confronting and resolving the problems that will

occur to the State from development of the OCS.

Before | can support a lease sale, it is imperative that the regula-
tions controlling OCS development be revised. Legislation has passed
the Senate which would do that and will be taken up in the House shortly.
The Department in their press release of August 12, announced plans to
involve coastal states more fully in OCS development decisions.

1) Would you be willing to work with the Congress to expedite the
revision of these regulations? Would you make such revisions a
prerequisite for the Northeast Gulf of Alaska sale?




2) A major problem for communities facing OCS development is lack
of financial resources for their planning activities. Planning monies in
advance of the actual lease sale are crucial for any meaningful State and
local involvement in the area community planning. Do you support a
concept of revenue-sharing OCS funds. Do you support and will you work
for a financial scheme that would make funds available to the states and
communities for advance planning prior to actual leasing of the lands off
their shores?

ANSWER: 1) As you know, I have made clear my desire to work with the
Congress on every occasion that I can. However, I also believe that it

is important for the Department to proceed with consideration of the frontier
areas, including the Gulf of Alaska, for leasing in an effort to reduce our
dependence on expensive imports and to speed economic recovery.

It is my understanding that a concerted effort has been made by the Department
of the Interior to improve the OCS leasing program under the existing legis-
lation. States have been given access to decisions at key points throughout

the process. The quantity and quality of environmental and special studies

has been improved, and the rules and regulations have been adjusted to

ensure that proper value for offered tracts is received. All these actions

are being taken under the OCS Act.

2) I have not yet had an opportunity to become fully acquainted with
either of these complex issues. If confirmed, I will review these issues
in order to determine what steps are necessary and feasible.

EASEMENTS

14. As I am certain you are aware, the Secretary of Interior has certain
responsibilities under the terms of the Alaska Native Claims Settlement
Act passed by Congress in 1871. One of those responsibilities deals

with the matter of identifying public easements on Native selected

lands in advance of final conveyance of some 44 million acres of land to
Village and Regional Corporations formed under the terms of the Act.

A great deal of discussion has taken place in Alaska and in Washington
with respect to the manner in which easements are to be identified. Alaska
Natives, the Bureau of Land Management, the Joint Federal State Land
Use Planning Commission, the State of Alaska, and sportsmen user groups
have all been involved in these discussions in addition to Interior's

Alaska Task Force.




Is it your view that guidelines for the definition and identification of

these easements should be just that -- internal administrative guidelines --
or should they become a part of the Code of Federal Regulations after
appropriate procedures have been followed for their adoption?

ANSWER: It is my understanding that the Act calls for a "Secretarial
determination' of the easement question. There is no specific mandate
for the establishment of Federal regulations.

The real question is whether the decision-making process will be an
open one made in full consultation with the interested parties.

I am informed that there has been a series of public hearings as well as

meetings with State and Native leaders and other interested groups, and,
if confirmed, I will ensure that the eventual decision is fair and equitable.

TRANSFER OF NAVAL PETROLEUM RESERVES TO INTERIOR

15. Several proposals have been advanced to transfer management of all
Navy Petroleum Reserves in the United States, including Pet 4 in Alaska's
Arctic, from the Department of the Navy to Interior. Interior has had
experience in managing public lands and has developed processes for public
dialogue on the various land uses. Would you favor this transfer? If

not, why not?

ANSWER: The Administration's main concern is to get the reserves explor-
ed and into production and to set up a strategic storage system. [ believe that

the Interior Department, if given jurisdiction over exploration and develop-
ment has the expertise and experience to carry out a successful program.

FEDERAL - STATE RELATIONSHIPS AND D-2 LANDS

16, What is your view of Federal-State relationships in states where the
Federal Government holds title to a major portion of public land within
the State? What kind of input do you consider appropriate for the states
to have in decisions of Federal land uses within their boundaries? What
kind of State/Federal management structure should be created, if any,
to deal with the question of management of the so called D-2 lands in
Alaska? When do you foresee the D-2 questions being settled? In
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general, what is your disposition toward the idea of adding over 80 million
acres of land to the ""Four-Systems'' in Alaska?

ANSWER: Where the Federal Government holds title to a major portion

of the public lands within a State, I feel that it is imperative that the

State be consulted and involved in the decision-making process which

affects both jurisdictions of Government. In addition to direct contact with
the Governor and State officials, I am apprised that there is a Federal-
State Land Use Planning Commission in Alaska, which allows State input
into the Federal land use planning process. The Alaska Native Claims
Settlement Act mandates that the D-2 question must be settled before
December 18, 1978. 1 have not reviewed the recommendations which would
add over 80 million acres of land to the "Four Systems'' in Alaska. I under-
stand that congressional hearings will be scheduled on these recommendations.
1 am looking forward to working with Congress on this issue.

PRIMARY CORRIDORS

17. Is it your belief that the '"Primary Corridor" study prepared by the
Bureau of Land Management is sufficient o justify reserval of easements
across Federal lands soon to be conveyed to Alaska Natives for use as
utility corridors for future pipelines, roads, railroads and the like?

Do you feel reservation of these easements at this point in time, based

on the information prepared by BLM, is sensible public policy which fairly
involves the State of Alaska in the planning process and equitably treats
Native landowners ?

ANSWER: I am not completely familiar with the BLM Utility Corridor
Easément Study. [ understand that the issue is extremely complex, involving
both the Native corporations and the State of Alaska. I am told that there

have been a number of public hearings throughout Alaska on the corridor issue.
There has also been a series of meetings with State and Native leaders,

and I understand that a tentative decision has been reached. However,

this is a matter which, if confirmed, I would review carefully before making

a final decision.

[The 11 following questions were submitted by the Subcommittee on
Conservation, Energy and Natural Resources of the House Government
Operations Committee]




208

GAME RANGE TRANSFER

18. Mr. Kleppe, earlier this year Interior Secretary Morton decided to
transfer administration of the Charles M. Russell National Wildlife Refuge
(Montana), the Charles Sheldon Antelope Range (Nevada), and the Kofa

Game Range (Arizona) to the Bureau of Land Management (BLM). Previously,
these ranges had been administered jointly by the BLM and the Fish and
Wildlife Service. This has proven to be an extremely controversial deci-
sion, and has resulted in a court suit by the Wilderness Society, which has
temporarily blocked the transfer. As Secretary of the Interior, would

you be willing to re-examine the basis for this decision?

ANSWER: While I do not believe it is possible to re-examine all the
decisions made by the Department in the last years, | will thoroughly
review the game range issue, on a case-by-case basis because of the
broad controversy that has arisen on that subject.

19. The most controversial portion of this decision concerns the Kofa
Range. Secretary Morton, in direct contradiction of the advice offered

to him by both the BLM and the Fish and Wildlife Service, decided on his
own to transfer Kofa to BLM. It has been alleged that this was a decision
based on political considerations rather than concern for sound public
land management policy. Do you feel it is appropriate for a development-
oriented agency such as the BLM to be given responsibility for managing
the last vestiges of America's great western game ranges? Isn't this a
more appropriate function for the Fish and Wildlife Service?

ANSWER: I am not personally familiar with the Kofa Game Range. How-
ever, in my re-examination of the game range question, I will include a
close review of the professional views of BLM and the Fish and Wildlife
Service, as well as the specific characteristics of the Kofa Range itself.

I would add that the mission of the BLLM is multiple use, and is balanced
between multi-use development and protection of the public lands. I am
informed that the BLM has approximately 140 wildlife biologists and
manages more wildlife habitat than all other Federal agencies combined.

Parenthetically, I feel that it is unfair to characterize BLM as a "development-
oriented agency,' and inaccurate to state that BLM is "given responsibility

for managing the last vestiges of America's great western game ranges."

I am also advised that the statement that Secretary Morton's decision on

the transfer of the Kofa Range was in direct contradiction with advice offered
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by both BLLM and the Fish and Wildlife Service is not in accordance with
the facts.

20. Mr. Kleppe, it has come to our attention that, on lands administered
under the Taylor Grazing Act, the BLM charges approximately $1.00 per
animal unit month, whereas grazing fees on comparable Fish and Wildlife
Service lands generally range from $2.50 to $6.00 per animal unit month.
Does this seem justifiable to you, particularly in light of the fact that

the BLM so desperately needs additional funds for improved range
management programs ?

ANSWER: I am advised that the grazing fees on public lands were main-
tained at $1.00 per animal unit per month last year because of the extremely
serious economic condition of the livestock industry. It is my belief

that fees should continue to be charged on a schedule which moves toward
fair market value. I am not yet sufficiently informed of the details of

this issue to indicate what the fees should be for the next year.

In light of the statement that BLM desperately needs additional funds for
improved range management programs, it should be noted that funds for
such programs do not now depend, and have never depended, upon the level
of grazing fees charged. All grazing fee revenues go to the Treasury,

and the range management program must be operated from direct
appropriations.

2l. Mr. Kleppe, the Fish and Wildlife Service is operating under a
personnel ceiling which prevents accepting sole jurisdiction over the

three game ranges in question. [f the Congrees or the Interior
Department determines that the Fish and Wildlife Service is the appro-
priate agency to manage any of these game ranges, would you as Interior
Secretary support the additional funding necessary to hire enough manage-
ment personnel to accommodate the increased management responsibility ?

ANSWER: Within overall Department priorities, I would support levels
of funding and manpower necessary to manage adequately the game ranges
irrespective of which managing agency is given jurisdiction. Further, I
would vigorously advocate within the Administration any additional
funding needed for adequate staffing.

22, Mr. Kleppe, what is your philosophy regarding the usage of public
lands which have proven wildlife or wilderness value and potential mineral




or mining resources? Would you agree there are certain sections of the
public domain which have such great environmental significance that they
simply must be preserved for posterity in their natural state? Could you
cite examples?

ANSWER: I am unable to cite examples, but I am in accord with the view
that there may be sections of the public domain whose environmental signi-
ficance is so unique that they should receive special protection. I am
informed that BLM has an active program to establish Primitive Areas on
the public domain, and I support the principles of that program.

23. Mr. Kleppe, it is well documented that BLLM's past funding for
management of rangeland has been inadequate. One recent BLM report,
entitled '"Range Condition Report,' prepared for the Senate Appropriations
Committee, documents the fact that only 17 per cent of the rangeland
administered by BLM is in satisfactory or better condition, while 83

per cent is classified as being in fair to poor condition. As Secretary

of the Interior, what steps would you take to improve this situation?

Do you feel that this rather poor record of public land management justi-
fies transferring additional responsibilities to BLM?

ANSWER: [ have been informed by the Department about the serious and
deteriorating condition of the public range. I believe that the Department
has an inherent responsibility to upgrade and maintain the health and
productivity of the public range. We must be stewards and protectors,
as well as users, of this great natural resource. While | believe that the

BLM has done a fine job within its budgetary and manpower restrictions,
1 will place a priority on seeking to improve this disturbing condition.

NATIONAL PARK SERVICE

24. The Concessions Policy Act of 1965 has been criticized as permitting
the concessioners in the National Parks to become so firmly entrenched
and so powerful that concession policy management by the Park Service
has become less effective. This Act permits the Park Service to grant
long-term contracts of up to 30 years to concessioners, and grants the
right of preferred renewal to existing concessioners when their

contracts expire. Do you feel that this is appropriate? Would you
recommend that the Concessions Policy Act be amended?
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ANSWER: It is my initial impression that the principle to be followed
with respect to length of contract terms is that they should be as short
as is consistent with a reasonable profit. This principle obviously calls
for a case-by-case examination of the economic prospects of each
concession operation to make a reasoned judgment as to what an
appropriate term might be.

I believe that a preferential right to renewal of concession contracts
should be granted only where necessary to attract qualified conces-
sioners. Again, this would call for a sophisticated, case-by-case
analysis of the economic viability of each concession operation.

Until I have had the chance to become fully informed on this subject, I
will not be in a position to know whether legislation would be appropriate.

25. Mr. Kleppe, it is disturbing to me that there has been a recent
movement by the Park Service to contract with large corporations for
concession operations in our National Parks. For example, the Music
Corporation of America controls almost the entire concessions
operation in Yosemite Park; TWA Services, Inc., is the sole conces-
sioner in Zion Bryce Canyon and operates part of the concession
operation in the Grand Canyon; and General Host is the sole
concessioner in Yellowstone. As past director of the Small Business
Administration, does it bother you that a larger and larger percentage
of National Park concessions are being handled by the big corporations
to the exclusion of "mom-and-pop'' operations? What would you
suggest be done to deal with this problem?

ANSWER: 1 believe very strongly in the encouragement of small business.
But, at the same time, it is clear that the size of a particular concession
operation, both in terms of investment and management responsibility,
must dictate the size of the concessioner, This requires case-by-case
analysis, and a "'mom-and-pop'' operation may simply not prove feasible
in some park areas.

26. Mr. Kleppe, a recent report by the General Accounting Office
regarding National Park Concession operations concludes that, for a
number of reasons and in a number of different ways, the Park Service
is doing a totally inadequate job of supervising concession contracts.
Are you familiar with this report? If not, would you as Interior
Secretary expect to meet with Park Service Director Everhardt in order
to determine how the GAO recommendations can be implemented?




ANSWER: I am not familiar with the General Accounting Office Report.
If confirmed, I intend to familiarize myself with the report and meet
with Director Everhardt to discuss the situation.

27. Mr. Kleppe, the Park Service has recently conducted a series

of workshops around the country in order to receive information from
the general public concerning a master plan for Yosemite Park. A
similar process is presently being undertaken for several other
National Parks. This is in response to the criticism that the con-
cessioners have been playing too great a role in the planning process,
while the public has not been given a sufficient opportunity to make its
views known. What do you feel is the appropriate role for the public
in matters such as these which affect the future of the public lands?

ANSWER: Valuable information can be gained from both the general
public and knowledgeable concessioners. .. .it should not be a question
of either/or. I am certainly interested in, and desire input from,

the public on any issue affecting the public lands.

28. Mr. Kleppe, it is a well-documented fact that one of the reasons

the Park Service has been unable to meet its obligations in concession
management and other areas is that it has been kept well under its
authorized personnel ceiling of approximately 8, 500 employees. In

light of the fact that very recent statistics indicate that park visitor
usage this year is increasing about 10 per cent compared to last year,

do you feel that it is justifiable policy to continue holding the personnel
ceiling for the Park Service at such a low level? Would you as Secretary
of the Interior recommend an increase in permanent positions for Park
personnel if you were convinced the positions were needed?

ANSWER: At this point, | am not sufficiently informed to know whether
additional personnel should be allocated to the Park Service within the
Department of Interior. [ would make such an allocation if I deemed it
appropriate and it was within my authority. If I become convinced that a
legislative authorization of additional personnel is required for this
purpose, I will vigorously advocate this position within the Administration.

[The following question was submitted by Mr. Wallace Carroll of
Winston-Salem, North Carolina]




NEW RIVER

29, Please state your position on the flooding of the New River valley
by the proposed Blue Ridge power project.

ANSWER: The State of North Carolina has filed an application with the
Interior Department seeking inclusion of 26.5 miles of the New River in
the nation's Wild and Scenic River System. The State at present 1s
correcting certain minor deficiencies in its application.

In the meantime, the Department's Bureau of Outdoor Recreation is px
paring the required environmental impact statement on the New River
proposal. Additionally, the law requires that the State's application be
circulated to appropriate Federal agencies for a 90-day comment period.
Should I be confirmed, I will study the impact statement, agency comments,
and all other factual information that may become available on this issue
that is pertinent to a decision,

A major complication in the issue is a pending court action to decide the
validity of the Federal Power Commission license granted an electric
company for construction of a power plant on the river. The

outcome of this litigation would be a factor in resolving whether the
New River segment under study by the Department legally could be

included in the system.
;m.‘ erely,

AL

Thomas S. Klepp
Secretary-Designate
Department of the Interior




U.S. SMALL BUSINESS ADMINISTRATION
WassinaTon, D.C. 20416

OFFICE OF THE ADMINISTRATOR

September 30, 1975

Honorable Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
United States Senate

Washington, D, C. 20510

Dear Mr, Chairman;

At the conclusion of my testimony before your Committee on September 23,
1875, you asked that I reply, for the record, to certain additional written
questions concerning the views and philosophy that | now hold with respect
to some of the issues before the Department of the Interior.

As | stated in my letter of September 26, 1875, responding to written
questions submitted to me earlier, my answers are based upon relatively
short discussions with Department of the Interior officials and fundamental
philosophies that [ hold. My answers are, therefore, necessarily general.
1 would welcome the opportunity at a later time to explore these issues in
greater depth, when I have had the opportunity to become thoroughly
familiar with all relevant facts and to hear the opinions of experts on all
sides of the issues.

[The 3 following questions were submitted by the staff of the Senate
Committee on Interior and Insular Affairs)

COAL MINE HEALTH & SAFETY

1. Currently the Department of Interior has the responsibility for
enforcing the 1969 Coal Mine Health and Safety Act through the Mining
Enforcement and Safety Administration. The history of that Adminis-
tration's performance leaves much to be desired. Coal miners are
well aware that as the pressure for production increases, as presently
is the case, the concern for safety decreases.




a) Do vou believe that the responsibility for enforcing mine safety
laws should rest within the same agency responsible for in-
creasing production?

ANSWER: If both mine safety enforcement and production were with-

in the scope of responsibility of the same personnel, potential conflict
could arise. Such is not the case, however. The clear division of
responsibility, I am informed, was a principal reason for creating the
Mining Enforcement and Safety Administration as a separate entity
within the Department of the Interior, independent of the Bureau of Mines.
This structure, whereby the two entities report to and through separate
Bureau heads who are themselves each appointed by the President by and
with the consent of the Senate, ensures that the necessary independence
of these two functions will be preserved, while at the same time
preserving within the Department of the Interior the complementary
expertise of both.

b) What is your opinion of the legislation before this Congress that
would transfer safety responsibility to the Department of Labor?

ANSWER: Mining is a highly specialized industry. The methods and
technologies used in mines have no counterpart in other industries, and
create unique occupational hazards. It appears to me that an intimate
understanding of mining methods and related technologies is essential to
the development and enforcement of effective safety and health standards
in this area. The research and development, technological and other
mining-related resources found elsewhere in Interior are, I am informed,

a vital support to MESA's activities. These collateral resources are
necessary to the mission of the Department, and just as necessary to the
efficient functioning of MESA. Duplication of these supporting resources in
another agency would appear to be difficult and expensive, as well as
impracticable, and I am not satisfied that the Interior Department

cannot do the job effectively.

2. When Congress passed the 1969 Act, it realized that one of the
strongest detriments to unsafe mining practices is the assessment and
collection of fines for unsafe practices. The failures of the Department
of Interior in this regard are well known.

If Interior remains responsible for this function how would you improve
the system in order to actually carry out the intent of Congress?




ANSWER: | am informed that the procedures in effect prior to August
1874 presented some administrative difficulties in the assessment and
ultimate collection of penalties. Since that time, improved penalty
assessment and collection procedures have been instituted and enforced,
and collection amounts have been dramatically increased.

I am philosophically opposed to maintaining any system of penalties that
cannot be, or is not, enforced fully and fairly. It is destructive to the
attitude of all concerned. If confirmed, I will continue to review procedures
and performance to ensure that penalties are assessed in a uniform,

timely and legally enforceable manner.

3. Your predecessor stated that the next head of MESA would have
training and experience in mining.

a) What qualifications do you feel the new Administrator of MESA
should possess ?

ANSWER: I think the most important qualificiation for the post of
Administrator of MESA is extensive experience regarding the mining
problems and issues presented by this agency. [ also believe that

good management ability would be important. Only a balanced back-
ground in the unique problems of mining operations would enable the
Administrator effectively to manage MESA in identifying and implementing
its enforcement, research, and education and training responsibilities.

I would do my best to expedite the nomination process, because I believe

that it is important to have the Administrator of MESA in office quickly.

b) Do you believe it is helpful in policy formulation to maintain
open lines of communication with groups directly affected by
Interior policies?

For example, on matters affecting mine safety do you intend
to solicit the views of labor and management?

ANSWER: Yes, I believe that open lines of communication are not merely
helpful, but absolutely necessary, in the formulation of such policies

as are involved in the proper administration of MESA. I would, of course,
actively solicit the views of both labor and management in the formula-
tion of that policy, and continue the efforts of MESA to ensure that the
health and safety of each individual miner are protected.




[The following question was submitted by Senator Lee Metcalf]

NORTHERN GREAT PLAINS RESOURCES PROGRAM

4. You may be familiar with the Northern Great Plains Resources Program
which the Interior Department has been conducting for the last three years.
I have strongly supported this effort which involves, in addition to Interior,
Agriculture, Environmental Protection Agency, and representatives of the
Governors of the five Northern Great Plains states. The Interior Depart-
ment issued the interim report of this group on August 1.

I believe that the group should be continued. If confi rmed, do you intend
to continue it? If you have no views on this subject now, will you, after
you become Secretary, let the Committee know what you intend to do about

the program, after taking office, within 30 days?

ANSWER: While I have not yet formulated a position concerning continua-
tion of the Northern Great Plains Resources Program, 1 am pleased that
you have apprised me of your interest in the program. Should I be
confirmed, I will let the Committee know what I intend to do about

this program within 30 days after I take office.

[The 3 following questions were submitted by Senator Alan Cranston]

MINERAL DEVELOPMENT IN NATIONAL PARKS AND MON UME?

5. Do you feel the Interior Department should actively engage in a
program to purchase private lands and mineral rights on lands within
national parks and monuments to protect these areas?

ANSWER: I personally believe that the protection of our National
Park System is of the utmost importance. The question of the
Department of the Interior engaging in the purchase of private mining
rights or private lands within the Park System is complex. Absent
further study, it is impossible to determine the feasibility of such a
program.

8. What do you think about strip mining in Death Valley National Monument?




ANSWER: I am advised that the Department of the Interior does not
have the administrative authority to withdraw lands from mining in
Death Valley since Congress has specifically legislated the applica-
tion of the mining laws to Death Valley. Bills have been introduced in
both houses of Congress which would repeal the application of the
mining laws to Death Valley. 1 can assure you that the Department
will cooperate with the Congress, and offer comment on the proposed
legislation, during the course of the hearings on these measures.

7. Do you foresee any circumstances under which the energy ecrisis could
justify destroying any portion of the National Park System?

ANSWER: The purpose for which the Congress established the National
Park System was to preserve beautiful and unique areas of this

country for the enjoyment of the nation's people, and the mission of

the Department of the Interior is to administer the Park System accord-
ingly. It is my belief that solutions to our national energy problems
can and must be found by the Administration and Congress without
destroying the National Park System.

[The 2 following questions were submitted by Congressman George Miller|

CALIFORNIA OCS DEVELOPMENT

8. During the hearing on Tuesday, Mr. Kleppe stated that he was willing
to consider the possibility of a short delay in the leasing of the California
outer continental shelf territory scheduled for next month. On other
eritical matters concerning Californians, however, he was less definite.

I suggest that there is a serious need for more explicit answers from

Mr. Kleppe regarding this most important issue. As Secretary of Interior,
he would preside over the greatest transfer of public resources to the pri-
vate sector in the history of the world. Before confirming him in that
office of high responsibility, I would hope that your Committee receive
firm answers to the central questions concerning not only the California
OCS leases, but the policies he will pursue as Secretary in terms of
national offshore oil and gas development, including:

a) Revision of the terms under which leases are granted, providing
an alternative to the bonus bid and fixed royalty arrangement




comment on proposed development plans before departmental decisions,
and to establish an OCS policy advisory board, will create a better Federal-

State relationship.
[ will certainly encourage future State participation along these lines.

d) Diversion of a proportion of the profits from the Federal to coastal
state treasuries, as is presently the case with other natural resource

development;

ANSWER: 1 am not well enough acquainted with the subject to offer a
position on it at this time. However, if confirmed, [ can assure the

Committee that | will examine the sstion with great care, recognizing

that any such arrangement would be a major policy change.

What actions Mr. Kleppe would undertake as Secretary to discern
the true number of Federal leases capable of producing oil which
are at this time deliberately being withheld from production (the

Dingell subcommittee in the House reported 168 such leases com-

prising ne: rly 788, 000 acres);

ANSWER: 1 am advised that the Department is revising its diligence re-

quirements to ensure that lessees explore and develop their leases

during the 5-year primary term, and 1 am in favor of that revision.

some leases are, of course, non-productive and revert to the Government.
eases are extended if there are legitimate equipment constrainis.

How he would eliminate the substantial illegal conflict of interest
alleged by the General Accounting Office to exist within the U. S.
Geological Survey, which supervises private development of OCS
territory, establishes minimum rates for production, maintains
production accounts and collects royalties based upon those records.
The GAO concluded in a March 31, 1975 report that no fewer

than 22 per cent of those USGS employees required to file financial
disclosure statements showed interests direcily in violation of law,
mainly lating to ownership of securities in oil and gas producing

companies.

ANSWER: It is my understanding that the Department has promulgated
and is enforcing new conflict of interest regulations. 1 would continue
the vigorous actiong initiated by Secretary Hathaway to ensure that there
are no such illegal conflicts of interest within the Department of the

Interior.
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under which billions of dollars from a public resource enrich the
coffers of private multi-national companies rather than the public
treasury;

ANSWER: 1 have not come to any definite conclusion regarding alterna-
tive bidding systems at this time. I realize that there is concern that the
heavy front-money commitment in bonus bidding may confine bidding to
the largest companies, may depress competition for leases, and reduce
total bonus bids. Nevertheless, | am advised that the Department's bid
rejection procedures ensure that leases are not sold for less than fair
market value. As | assured Senator Haskell in our colloguy on this
subject during the course of the hearing on September 23, 1975, 1

will want to examine this question to see if a way can be found to give
all qualified bidders a chance, while ensuring that the public's interest
is fully protected.

b) Whether or not there ought to be a separation of exploration and
development in OCS territory;

ANSWER: It is my understanding that the recent proposal of the Depart-
ment to require lessees to provide states with information relative to
onshore development and to give states an opportunity to review and
comment on development plans before departmental decisions is a
significant step toward improving the states' participation in the OCS
leasing process. If confirmed, I will study the issue of separation of
exploration and development in more detail.

c) Coordination of OCS development with affected State governments
to assess the on-shore and environmental impact;

ANSWER: I welcome cooperation with the states and local governments in
the leasing program. As I mentioned in my answer to question 8b, it is
my understanding that the OCS program has been and is being significantly
modified to encourage State participation.

The design and conduct of studies, tract selection, environmental impact
statements, public hearings, pipeline rights-of-way and the location of
onshore facilities all provide the states an opportunity to play an important
role in the decision-making process. [ am advised that Interior's pro-
posals to require lessees to provide states with information relative to

onshore development, to give the states an opportunity to review and




9, It was not very long ago that I was informed that to delay the California
sale beyond September would imperil the national energy program. Then
the sale was delayed until October; now until December. [ believe that it
would be interesting to know what timetable Mr. Kleppe favors,

The decision by Interior to delay the sale obviously was made some time
ago, as it is due to the review periods required by law. Yet the Congress
was not informed of the delay until the last moment, and neither was the
State of California. This is only the latest piece of evidence that the
Department of Interior is unconcerned with the opinions and interests of
the State and its representatives in Congress. I would be most interested
to know Mr. Kleppe's plans to revise this policy.

ANSWER: I do not have any recommendations, at this time, 1 pgarding
an OCS leasing timetable. If confirmed, I will review the present pro-
posed le schedule carefully and make a decision based on all the

factors involved.

As I mentioned previously, it is my understanding that the Department
has been and is continuing to modify procedures and adjust programs

to encourage the participation of the states in the leasing process. It

is my intention, if confirmed, to make every effort to continue this
policy, thereby allowing the states and the Congress every opportunity
to express their opinions and interests regarding the OCS program prior
to departmental decisions.

[The 10 following questions were submitted by Common Cause]

CONFLICT OF INTEREST

10. While the Department's new conflict of interest regulations should

go a long way toward strengthening enforcement, there remains much to
be done. The new regulations contain no requirements for public financial
disclosure by Interior policy-makers. Nor do the new regulations set

any restrictions on taking employment with regulated companies after
leaving the Department. And yet the revolving door between Interior

and the energy industry has been dramatically illustrated in recent

years.




». Kleppe should be asked if he will:

a) Issue regulations requiring Department officials at GS-15 or above
to file annual public reports covering their financial holdings,
outside sources of income, gifts and honorariums, indebtedness,
and severance arrangements with former employers;

ANSWER: I am advised that current Interior Department regulations
require employees to file, for departmental review and enforcement,
confidential annual reports based on existing Executive Order and
Civil Service regulations. Both the Executive Order and Civil Service
regulations require confidentiality. Public disclosure of this informa-
tion is prohibited by the Privacy Act unless the employee concerned
consents to its release. If I am apprised of any specific deficiencies
in the existing regulations of the Department in this area, I will
consider appropriate modifications.

b) Promulgate recruitment procedures and standards to limit the
number of Interior officials with backgrounds in regulated com-
panies and to place individuals with diverse backgrounds in
policy-making positions;

ANSWER: It is my objective to find the best qualified individuals for

all jobs, consistent with Civil Service merit standards, It has been my
consistent practice to seek a wide range of viewpoints which can best

be provided by a staff with diverse backgrounds and experience. If the
best qualified individual has a background in a regulated company, particu-

lar care will be taken to assure that this background does not result in
a conflict of interest situation.

c) Adopt regulations prohibiting Interior officials from taking em-
ployment for a specified period after leaving the Department
with companies which were affected by their duties;

ANSWER: I am advised that Interior Department regulations follow the
requirements of 18 U.S.C. 207 regarding post-employment activities.
Under the U.S5. Code, employees are prohibited from representing a
company before the Department for one year on matters that were
within the boundaries of their official responsibility, and for life on
matters in which they participated personally and substantially. IflI
am apprised of any specific deficiencies in the existing regulations of
the Department in this area, | will consider appropriate modifications.




Issue regulations requiring former Department officials to report
to the Department Counselor, for a period of two years after
leaving Interior, their present occupation and place of employment;

ANSWER: I am not aware of any statutory basis, other than 18 U, 5. C.
207, for restricting the activities of former employees or for requiring
reports on those activities. Iam advised that requirements imposed
without such a statutory basis would be legally unenforceable.

e) Pledge not to accept employment himself with companies af-
fected by his duties for two years after leaving the Department.

ANSWER: I will abide by the requirements and prohibitions regarding
conflict of interest as defined in Title 18 of the U.S. Code during and
after my tenure as Secretary of the Interior.

11. Last July Common Cause submitted to former Secretary Hathaway
a model conflict of interest regulation. This proposal contains specific
provisions on financial disclosure and post-employment restrictions
which we believe the Department should adopt. The model regulation
is attached. We urge that the Committee obtain preconfirmation review

and comment from Mr. Kleppe on the regulation.

ANSWER: I understand that the Department of the Interior has recently
issued revised conflict of interest regulations. If confirmed, I will
satisfy myself as to the adequacy of these regulations. In that process,
I will review the materials submitted by Common Cause.

LOGGING OF OUTSIDE CONTACTS

12. Will you promulgate a regulation requiring Department officials at
GS-15 or above to log all contacts and written material from outisde
parties on the public record?

Common Cause has submitted to the Department, in our meeting last July
with former Secretary Hathaway, a model regulation on logging of outside
contacts. This regulation is attached. We urge that the Committee obtain
preconfirmation review and comment from Mr. Kleppe on the regulation.

ANSWER: 1 am advised that the Interior staff is analyzing the Common
Cause proposal to log outside contacts as well as the practices of other
agencies in that regard. If confirmed, 1 will study the matter, including




review of the Common Cause materials, and decide what policy would
be appropriate.

BALANCED REPRESENTATION ON ADVISORY COMMITTEES

13. What steps will you take to ensure the representation of diverse
interests in the National Petroleum Council and other Department
advisory committees ?

ANSWER: Most Advisory Committees are governed by the Federal
Advisory Commitiee Act, and I intend to adhere fully to the require-
ments of that Act. Under the Act, advisory committees are subject
to periodic review by the Secretary. I intend to see that during such
reviews, consideration is given to all of the requirements of the Act,
including those relating to membership.

As regards membership of the National Petroleum Council, that is one
of the central issues in a lawsuit presently pending in the Federal
District Court for the District of Columbia -- Metcalf v. Morton. 1
understand that the Department's position in that case is that the
membership of the Council which, as presently constituted, includes
representation from labor, environmental interests, and consumer
oriented groups, meets the requirements of the Act.

LEASING PROCEDURES

14. Do you favor revised leasing arrangements to ensure that all new
leases on coal and onshore oil and gas be issued through competitive
bidding ?

ANSWER: The question of proper leasing arrangements involves complex
legal and legislative considerations, matters with which [ am not yet well
enough acquainted to comment on in detail. It is my understanding that
the Department is reviewing proposed amendments to the 1872 mining

law and the 1920 Mineral Leasing Act.

If confirmed, I will become informed on the issu and will recommend,
as appropriate, necessary changes to update and upgrade the mining and
mineral leasing laws.
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15. Do you favor stronger lease provisions requiring coal and oil com-

panies to develop leased reserves in a diligent fashion, and increased
rental and royalty rates with respect to future leases?

ANSWER: I am informed that changed diligence requirements and rental
and royalty rates are under discussion within the Department, with a

ew toward ensuring more expeditious development of leases. I
am in favor of such revisions. These guestions are clearly of great
importance at a time when expanded supplies of energy are urgently
needed. 1 will carefully review the Department's proposals, and I will
direct any changes which I conclude are in the public interest and
permissible under the law.

16. Do you support requirements that all new leases for coal and onshore
oil and gas be initiated by the Interior Department in accordance with a
comprehensive land-use plan?

ANSWER: 1 am generally in favor of planning as a tool to assist in

It is my under-
standing that the Bureau of Land Management has a planning system
which now governs many leasing decisions. I will acquaint myself
in detail with the working of this system, and direct any improvements

[ conclude are necessary.

17. Do you believe coal and oil companies should be required to submit
to the US Geological Survey, as a condition for obtaining a lease, copies
of all raw, processed and interpretive data with respect to the reserves

they wish to lease?

ANSWER: The Department has published proposed new rules on data
submission, and has revised them on the basis of comments received.
[ am advised that the new rules will address the public need to evaluate

better the affected public resource.

COAL LEASING MORATORIUM

18. New coal leasing regulations must be adopted that contain strong r
ments for diligent development, competitive bidding, increased rental fees
and royalty rates, comprehensive land-use planning and data disclosure by
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coal companies. The industry should be required to undertake the develop-
ment of coal reserves they now hold before any new leases are considered.

ANSWER: It is my understanding that new proposed coal leasing proce-
dures have been developed and described by the Department in the
programmatic final environmental impact statement recently released.
I have not had the opportunity to study these procedures as yet. I intend
to do so. Until the legal requirements of the National Environmental
Policy Act have been met, it would be inappropriate for me to prejudge
the decisions which I will be required to make on this matter if
confirmed,

19. The comprehensive surface coal mining and reclamation standards con-
tained in the strip mining bill twice passed by Congress and vetoed by the
President should be enacted into law. The clear inadequacy of the Depart-
ment's recently proposed strip mining regulations demonstrates the need
for legislation in this area.

ANSWER: The Department recently published new coal mining regulations
for public review, If Common Cause feels they are inadequate, 1 hope

it will submit comments to that effect. If | am confirmed, and if

these regulations have not been finally promulgated by that time, 1

will take the Common Cause comments into account, with comments

from others, in deciding on changes in the proposed rules. The ideal
resolution of the issue would be by legislation passed by the Congress

and signed into law by the President.

[The 5 following questions were submitted by the Environmental Policy
Center]

ALLEGED DEPARTMENTAL SECRECY

20, Is Mr. Kleppe going to be so zealous a promoter of Garrison
Diversion that he continues Interior's policy of secrecy on the project,

a policy which keeps crucial information away from the State Department,
Canada, and the people of North Dakota? We urge this Committee to
obtain from Mr. Kleppe a pledge that he will end the secrecy within

the Department on this project. We also urge the Committee to obtain

a pledge from Mr. Kleppe that he will seek to end the misrepresentations
made concerning water development projects when the Bureau of
Reclamation testifies to Congress.
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ANSWER: I can assure the Committee that [ have no intention to keep
from it, from other appropriate governmental bodies, or from the
general public information pertaining to the activities of the Department
of the Interior. I expect to comply in every respect with the Freedom
of Information Act.

GARRISON DIVERSION UNIT

21. In testimony to the House Appropriations Committee this past spring,
Commissioner Stamm of the Bureau stated in response to a question
about Garrigson Diversion: ''The issue with Canada relates only to the
return flows from the Souris Loop division.'" This is a flagrant mis-
representation of Canada's position and an attempt to cover up the
seriousness of the problems posed by Garrison Diversion. Canada's
objections do not relate solely to the Souris Loop but rather concern

the impacts of the project on both the Souris and Red Rivers.

Canada recognizes that an attempt to correct the very serious water
quality problem in the Souris River could lead to a shifting of salty
return flows to the Red River Basin which would still be unacceptable.
The Environmental Policy Center's concern here is that Mr. Kleppe in
his eagerness to get Garrison Diversion built will allow these misrepre-
sentations to continue and not make a bona fide effort to correct the
abuses and help prevent a violation of the Boundary Waters Treaty

with Canada.

ANSWER: The reference to secrecy regarding the Garrison Project
apparently relates to a decision made by the Department in January of

this year not to disclose the results of certain cost/benefit estimates
of alternatives to the Souris Loop, a part of the Garrison Project.

I am advised that the Department considered such estimates to be
preliminary and incomplete and felt their release before finalization
would be misleading and inappropriate, All of the technical data
about the project has been made available to the Canadians and the
Department of State, as well as the local interested parti

MINING IN CANADA

22, One of our great national parks, Glacier National Park in Montana,
is currently threatened by a private strip mining operation in Canada.
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Can Mr. Kleppe voice strong objection on behalf of the National Park
Service and ask the Government of Canada to halt this operation when
another agency within his Department is constructing a project on which
Canada has urgently requested a moratorium?

ANSWER: With respect to the Glacier mining operation in Canada, I

will closely examine the proposed development and resulting impacts

on American territory. If circumstances warrant it, I will communicate
with the Canadian Government through the State Department.

WATER AUGMENTATIVE MEASURES

23, Because of the fierce and growing competition for Western water
the Department of the Interior has admitted that shortages may occur

in the Upper Colorado Basin as early as the 1990s and that in order to
meet the water requirements for the first commercial coal gasification
plants to use Colorado water, ''water augmentative measures will be in
the public interest."” Water augmentative measures can mean one or all
of three things: 1) interbasin transfers from the Columbia or Missouri
River Basins into the Colorado River Basin; 2) weather modification; or
3) seizure of water from existing users and holders of reserved rights.
Each of these measures has serious ramifications both environmentally
and politically.

ANSWER: In regard to the transfer of water from other drainage basins
into the Colorado, the Department is bound by the Colorado River

Basin Project Act, That Act provided that no such importation studies
would be undertaken prior to September 30, 1978. [ would certainly
respect that prohibition.

I understand the Department is considering an extensive 13-year research
program by the Bureau of Reclamation in precipitation management. The
technology of this program is sufficiently developed to consider demon-
stration programs of winter cloud seeding in the mountainous areas of
Western Colorado,

While solution of the technical problems of weather modification is well
advanced, I recognize there are many remaining social, legal, and
environmental problems. [ will closely monitor the demonstration
program to assure that these considerations are resolved before
full-scale programs are attempted.
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I can assure the Committee that one of the greatest challenges to me as
Secretary is the broad issue of Western water. This problem will be
among my first and high-priority considerations.

MARKETING OF MISSOURI RIVER WATER

24, We urge the Committee to make a special effort to question

Mr. Kleppe as to his positions on states' rights, agricultural rights,
and Indian rights. Will the agricultural economy of the Upper Missouri
Basin, where a great deal of our nation's livestock and small grains
originate, take second place to energy development? Will Mr. Kleppe,
as Secretary of the Interior, refrain from selling water from the

Upper Missouri and Colorado River Basins until State water plans are
developed and Indian water rights are determined and adjudicated? How
does Mr. Kleppe plan to deal with the tremendous shortages facing

the Colorado River Basin now that oil shale and gasification are
demanding enormous quantities of water? What is the position of

Mr. Kleppe regarding interbasin transfers of water, particularly in
the Colorado and Upper Missouri Basins? Will the new Secretary

seek State and congressional approval before any further sales of
indusirial water are made in these basins? What plans, if any, does
Mr. Kleppe have to promote the agricultural economy of the West

in terms of water projects?

ANSWER: It is my understanding that it is the policy of this
Administration to encourage the states to take a leadership role in
the allocation and use of Western water, provided consideration is
given to Indian water needs.

The Memorandum of Understanding betweéen the Department of the
Interior and the Department of the Army for the marketing of
water from Federal reservoirs on the main stem of the Missouri
River for industrial use was intended to clarify jurisdictional
responsibilities and establish administrative procedures between
the two Departments.

! am advised that State water laws and rights are fully protected, and
that no water under the agreement has been marketed. I am informed
that Interior is simply examining applications, submitting them to the
respective states for consideration under the policy of giving siates a
"first right to contract’ for every water service application from the
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s8ix main stem Federal projects, and in several instances, writing
environmental impact statements with the concerned State.

I am advised that the Northern Great Plains Resources Report suggests
that for the highest projected coal development by the year 2000,
915,000 acre-feet of water would be required, in contrast to the
assertion that 2,6 million acre-feet is said to be necessary from the
Yellowstone River, Approximately 21 million acre-feet are available
for all future uses. The maximum projected water demand for energy
purposes is around 4 per cent of this available water.

CORRECTION TO LETTER OF SEPTEMBER 26, 1975

Mr. Chairman, it has been called to my attention that, in the second
paragraph of my answer to question 20 on page 12 of my letter of
September 26, 1975, I stated erroneously that all grazing fee revenues
go to the Treasury, and the range management program is operated
from direct appropriations. In fact, a portion of the grazing fee is
earmarked by law for range improvement programs. [ would be grate-
ful, therefore, if you would strike the entire second paragraph from
my answer to that question.

I will provide you as promptly as possible with answers to the
questions of Senator Abourezk which you forwarded to me yesterday.

Sincerely,

2 T, f'z )~
Ppe

Secretary-Designate

Department of the Interior

Thomas S.




U.S. SMALL BUSINESS ADMINISTRATION
WaswingToM, D.C. 20416

OFFICE OF THE ADMINISTRATOR

September 30, 1975

Honorable Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
United States Senate

Washington, D. C. 20510

Dear Mr. Chairman:

I am pleased to respond for the record to the questions of Senator Abourezk
which you forwarded to me on September 29, 1975. My answers are
provided in the same spirit, and within the same limitations, as those
provided in my letter of September 26, 1975 and my earlier letter today.

MISSOURI RIVER HYDROELECTRIC POWER PREFERENCES

1. Preference of public bodies and cooperatives to the power generated
by the Missouri River hydroelectric system is a long-established
principle in Federal Law. As Secretary, will you see that this
principle is carried out fully by assuring that this preference includes
the use of the Federal transmission facilities by these public and
non-profit organizations ?

ANSWER: | am advised that public bodies and cooperatives by law have
preference in the purchase of Federal power and in the use of Federal
facilities to the extent necessary to deliver such power. As to the
application of the preference clause to the use of surplus capacity in
Federal transmission facilities, I am not sufficiently informed on this
complex matter to make a commitment. However, I believe we should
work closely with our preference customers in the use of this surplus
capacity and cooperate with them to the maximum extent practicable
for our mutual benefit.




STUDY ON POWER FROM WIND

2. 1have suggested a study by the Energy Research and Development
Administration of the potential of generating power from the wind,
integrating that power with the Federal power resources of the region.

I have asked the Bureau of Reclamation for their support and cooperation
in this study. Will you support that study proposal?

ANSWER: Considering the urgency of developing new sources of energy
to meet the Nation's future requirements, research and development of
wind power should be pursued. The proposal which you have suggested
appears to cover a logical area needing further study, and it merits
serious consideration.

MISSOURI RIVER HYDROELECTRIC POWER RATES

3. The lowest cost power available in the Missouri River is power from
the Missouri River dams. The Department has announced a tentative
increase in rates for this power, effective January 1, 1977. This cost
increase is proposed at a time when revenues from sale of this power
are at an all-time high. Since the proposed increase is tentative, will
you reconsider this decision concerning these rates?

ANSWER: | am advised that the Department's latest studies indicate that
rate increases are necessary to meet repayment requirements. However,
the amount of the presently proposed increase in rates is only tentative
and will be fully reconsidered during the review process.

O'MAHONEY-MILLIKEN AMENDMENT

4. The O'Mahoney-Milliken amendment to the Flood Control Act of 1944
provides that states west of the 98th meridian (upstream states) have

a prior right to use of water for consumptive purposes over use down-
stream. How will you assure that the water rights of the upstream
states are protected?

ANSWER: 1 share the Senator's interest in seeing that the terms of the
O'Mahoney-Milliken amendment are observed. As states' rights and
water laws are involved, as well as Indian and Federal rights, I would
expect to work closely on this matter with appropriate states' repre-
sentatives and Members of Congress, as well as other interested parties.




MISSOURI RIVER WATER DIVERSIONS

5. Do you support the diversion of water from the mainstem Missouri
to the coal fields of Montana and Wyoming?

ANSWER: I understand that the possibility has been raised to divert
water from the main stem of the Missouri River. Any proposal along
this line would have to be carefully studied, giving full recognition to
alternative uses of water, State water rights, Indian water rights, and
environmental matters.

6. In addition to industrial and agricultural utilization of Missouri River
water there have been several proposals for a pipeline to service
municipal water needs in states like South Dakota. Would you support
feasibility studies concerning these proposals?

ANSWER: As you may know, there is a requirement that feasibility level
studies must be specifically authorized by legislation. 1 am informed
that Congress is considering authorizing a number of potential studies

of municipal and industrial water supplies covering portions of the
western Dakotas and eastern Wyoming and Montana. Municipal and
industrial water supply studies in connection with the Garrison Diversion
Unit and the Oahe Unit Pick-Sloan Missouri Basin Program areas were
authorized and are well underway.

Sincerely,
)

;LY\.\ 1/ A

Thomas S. Kleéppe
Secretary-Designate
Department of the Interior
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OFFICE OF THE ADMINISTRATOR

October 2, 1875

Honorable Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
United States Senate

Washington, D. C. 20510

Dear Mr. Chairman:

The staff of your Committee has asked that I make a general response
to the testimony of Mr. William H. Wilcox, Secretary of Community
Affairs, State of Pennsylvania, before your Committee on September
25, 1975. Mr. Wilcox was highly critical of the job that SBA did in
providing disaster relief to the citizens of the State of Pennsylvania
following Hurricane Agnes in the summer of 1872. I vigorously
disagree with Mr. Wilcox' assessment of our effort in that disaster.

Mr. Chairman, at the outset 1 would like to note that the primary
legislative mission of SBA is to aid, counsel, assist and protect small
business. Our functions in the administration of Federal disaster
programs are strictly ancillary. At the same time, I want to emphasize
my belief that SBA does a very good job with its assigned responsibility

in major disaster situations, responding immediately to recovery needs

of affected areas, not only in the business sector where we have expertise,
but also in the residential sector.

In 1971, the disaster activity of SBA was increasing. At that time, the
Agency was engaged in a decentralization of all of its activities. We
had set up a special disaster cadre in each of the ten regional offices




and five cadres at the national level. Each of the cadres was
comprised of team members with expertise in the fields essential to
establishing an operating disaster office.

In the spring of 1972, we were working on more than 50 disasters
scattered throughout the country. We were just recovering from a series
of small disasters, the major flooding in Corpus Christi, and the earth-
quake in California's San Fernando Valley, when we were hit with the
Rapid City, South Dakota flood, followed closely by Hurricane Agnes.
Agnes was the worst disaster ever to hit the United States.

In order to cope with the massive destruction of Agnes, we opened over
80 operating disaster offices. We activated all disaster cadres and drew
from those areas not affected more than 100 full-time SBA employees,
including Central Office staff.

In Pennsylvania, which was hardest hit by Agnes, we provided well over
800 temporary employees, contracted for loss verification, and moved
approximately 100 permanent employees from other regions, the
Comptroller of the Currency, the FDIC, and the Home Loan Bank Board
to assist the victims in their recovery efforts.

In the first two months, SBA approved 57, 000 loans amounting to

$334 million. SBA ultimately approved 215, 000 applications for $1.5
billion in disaster loans in fiscal year 1973, This effort equaled the entire
effort for the 19 previous years of SBA's existence.

Mr. Chairman, there can be no question that SBA made some mistakes
in the handling of this emergency, but we were responding under very
heavy public pressure with very limited resources.

Numerous other Federal agencies, as well as State agencies, were in-
volved in providing relief. There were some problems in coordination
which, in retrospect, must be ¢onsidered minor. In some cases, high
State officials, for their own purposes, attempted to gain control of the
disaster program, even though their staffs were totally unqualified for
the purpose. Substantial disagreements did arise between SBA personnel
and the office of Governor Milton Shapp of Pennsylvania. It seems
possible that Mr. Wilcox' view of our performance in Pennsylvania is
colored, to some extent, by those problems.




We had discovered, through substantial experience, that we would have
to maintain control of the program if we were to provide prompt and
effective service to the disaster victims. The need for tight control

at the time of Agnes was unusually acute, in that the rules of the game
were in a state of flux; the Congress passed new disaster legislation
pertaining to Agnes after the disaster occurred.

In an effort to minimize the coordination and communication problems,
we assigned a disaster ombudsman to handle routine complaints and

to work closely with State and local officials. This was a good
decision, since it opened up a direct line of communications between
problem areas and the control centers of our operations. The elderly,
the poor and the handicapped were the chief and grateful beneficiaries
of this effort.

Mr. Wilcox confronted me personally with the accusation that SBA
was the last government agency to arrive on the disaster scene.

This is absolutely false, in that our disaster personnel were on the
scene on the day the flood waters crested, even before it was possible
to evaluate damages and proceed with financial relief.

I am very proud of the way SBA's staff responded to this disaster.

They put in 16 hours a day, 7 days a week; spent weeks at a time away
from their families to render this service; and they deserve credit for
a job well done. As a testimonial to their performance, 1 would offer
either the foregoing statistics -- the numbers of loans and dollars in
disaster relief provided -- or numerous letters of thanks received from
disaster victims. I understand that you have already heard directly
from members of the Pennsylvania delegation, and I assume that this
will be sufficient.

§incerely.

1 L‘VV\,%
=7 ;
Thomas 5. Klegpe

Secretary-Designate
Department of the Interior
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OFFICE OF THE ADMINISTRATOR

October 2, 1875

Honorable Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
United States Senate

Washington, D. C. 20510

Dear Mr. Chairman:

The staff of your Committee has asked that I respond, for the record,

to certain questions asked by Mr. Raymond Spang, Northern Cheyenne
Indian Tribe Council Member, in his testimony before your Committee
on September 25, 1975. [ am pleased to do so in the same spirit, and
within the same limitations, as I have answered the previous questions
submitted to me concerning the Department of the Interior. Mr. Spang's
requests and my replies follow.

1. 1 would like your affirmation that if confirmed you would recognize
these pledges [ pledges of Secretary Morton "to preserve the environ-
ment and culture of the Northern Cheyenne Tribe and...not subvert
those interests to anyone's desire to strip mine that Reservation'

and "that strip mining on the Northern Cheyenne Reservation would not
occur unless freshly approved and supported by the Northern Cheyenne
Tribe"] as binding and irrevocable commitments of the Secretary of
Interior on which the Northern Cheyenne Tribe may continue to rely.




ANSWER: Although I am not familiar with all of Secretary Morton's
actions, I do know that his June 1974 decision on the Northern
Cheyenne coal leasing petition is one of his most significant Indian
decisions. Any Secretary, of course, must have the flexibility to re-
consider previously decided issues; I would expect my successors to
view my decisions in that light and I shall so view those of my prede-
cessors. Accordingly, I would expect the Tribe and others to continue
to rely on decisions made by Secretary Morton and other Secretaries,
with that qualification.

2. As Secretary, would you cancel that hearing ["'hearing in the Office
of Hearings and Appeals of the Department of the Interior concerning
allegations that certain persons and firms had acquired strip mining
rights for purely speculative purposes in violation of law"] if you found
that the Tribe's claim of prejudice is indeed meritorious?

ANSWER: The basis for ordering the hearing, as I understand it,

was that the interests of the Department, as trustee, and of the various
parties could best be served by such a proceeding. However, if the
Tribe or other parties make a persuasive case [ would be willing to
consider another approach.

3. Will you, as Secretary, reconsider that decision of Acting Secretary
Frizzell [that the Secretary does not have clear authority to pay costs
and legal expenses which might be incurred by the Tribe in the admin-
istrative hearings and litigation between the Tribe and coal companies]
and reinstate the commitment [to pay such expenses] to the Northern
Cheyenne if you find there is Secretarial authority to pay those costs?

ANSWER: I understand that Acting Secretary Frizzell agreed that,
prior to submitting to Congress any proposed legislation on the attorney
fees issue, he will discuss this problem with the Chairman and ranking
minority member of this Committee, as well as with other interested
members of Congress. I would also like the benefit of their views
before taking any other action on the question of the Secretary's
authority to pay tribal attorney fees.




4, What steps will you take, as Secretary of the Interior, to ensure
that any coal development on that Reservation [Northern Cheyenne
Reservation] would occur without exploitation, with the concurrence
of the Tribe and with the safeguards on adverse impact involved in
the development on the Reservation and on the people?

ANSWER: First, I understand that the Interior Department has
supported the position of the Tribe and has asked the Department of
Justice to bring its views to the attention of the Supreme Court.
Should the ultimate decision of the Court be adverse to the Tribe,

I will study carefully the alternatives presented at that time,
consider the Department's trust responsibilities to the Indians, and
then decide how best to proceed.

incerely,

Thomas S. pe
Secretary-Designate
Department of the Interior
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OFFICE OF THE ADMINISTRATOR

October 2, 1975

Honorable Henry M. Jackson

Chairman

Committee on Interior and Insular Affairs
United States Senate

Washington, D. C. 20510

Dear Mr, Chairman:

The staff of your Committee has asked that I respond to certain
questions raised about SBA program and staff activities by a Common
Cause witness appearing before your Committee in connection with

the pending confirmation proceeding. I am pleased to do so. The
Committee staff also provided me with the Common Cause " annotations"
to their testimony, which give the specific background of certain of

the questions raised by them. I will also deal with those specifics.

1. Alleged SBA Involvement in "Responsiveness Program. "

Common Cause refers to certain ''Watergate papers'' which imply the
involvement of SBA in a ""responsiveness program. 3

As I testified before your Committee on September 23, 1975, in
response to a question posed by Senator Stone, I categorically deny

any involvement by SBA in a ''responsiveness program.' The only
contact that T recall in this regard was a visit to our SBA staff meeting
by Mr. Fred Malek, of the White House staff, in 1972, prior to or
during the presidential campaign. He did not mention any ''responsive-
ness program,'' but pointed out that if SBA expected to announce a
major procurement contract, or a major economic development loan, or
some similar SBA participation in a project of significant interest with




which the President or Vice President might wish to be identified, we
should advise the White House. I had no difficulty in agreeing with
that proposition. There was no suggestion at any time that SBA should
make loans to supporters of President Nixon or that we should deny
assistance to persons friendly to his opponents. I would not have sat
still for such a suggestion.

The annotations to the Common Cause testimony misleadingly state
that Dan Kingsley, ''a major participant in the Haldeman-Malek group
at the White House was hired after the campaign as an Associate
Administrator for Field Operations.'" In fact, Mr. Kingsley was not
hired by SBA until March, 1975. Before making an offer of employ-
ment to Mr. Kingsley, we contacted both the office of the Watergate
Special Prosecutor and the staff of the Senate Watergate Committee
to assure ourselves that there was no evidence of any wrongdoing

on the part of Mr. Kingsley. We were completely satisfied in that
regard. I should add that I believe that Mr. Kingsley is highly
qualified, by education, experience and ability, for the position he
holds, and that he is doing a fine job.

2. SBA Loans Alleged to Have Been Made because of White
House Pressure or to Repay Political Favors.

Common Cause has made general allegations to the effect that SBA loans
of a questionable nature have been made to persons who headed various
local Nixon-for-President groups, or were otherwise improperly made
because of White House pressure.

Applicants for SBA assistance frequently appeal to the White House,

as well as to their congressmen, for assistance. In spite of the fact
that various officials at the White House respond to thousands of
citizen requests by forwarding such inquiry to the Government agencies
concerned, certain people persist in misinterpreting White House in-
quiries as White House pressure. This is no more true of a White
House inguiry than it is of a congressional inquiry.

At the time of the oversight hearings before the Subcommittee on Small
Business of the House Committee on Banking and Currency in November
and December of 1973, I carefully reviewed with my senior staff certain
allegations which had been made about improper grants of SBA assistance.




At that time I was unable to determine that any responsible Agency official
had any knowledge that any applicant for, or recipient of, SBA assistance
had contributed to the Committee to Re-elect the President or otherwise
made political contributions. The records in SBA's Office of Finance

and Investment showed that during 1971 it received 14 inquiries from

the White House concerning loans; during 1972 it received 29 inquiries
from the White House; and during 1973 it received 20 inquiries. The

total number of inquiries over the two and one-half year period received
by the Office of Finance and Investment was 63. Of the 63 loans, 7

were approved. Four of these 7 were disaster loans, which ordinarily
have high incidence of approval. These statistics do not indicate that

SBA is vulnerable to White House pressure.

The White House policy in this area was reiterated to me in a force-
fully-worded letter from Mr. T. C. Karologas, Deputy Assistant to
the President, dated May 23, 1973;

"I feel it important to emphasize it is this Admini-
stration's firm policy that all decisions regarding
individual small business grants and loans be made
by your agency exclusively on the merits of the fact
circumstances involved. Therefore, while we regard
it as proper to forward citizen inquiries such as the
attached to the SBA for your agency's review and
consideration, I am sure you will understand that in
referring any particular matter, we have no desire
to imply, or even appear to imply, our support or
opposition to the merits of the claim presented."

3. Alleged Improper Loan to Mr. Benny McRae.

It has specifically been alleged that SBA made a loan to Mr. McRae
solely as a result of White House pressure. We do not believe that
the facts bear this out.

Two loans to Mr. McRae's company, one a regular business loan for

$125, 000 and a ""companion' line of credit loan for $150,000, were
approved on March 27, 1973, on a guaranteed basis with the Bank of
Hampton Roads, Virginia. Prior to disbursement of these loans, the
President of the participating bank went on a three-week vacation. During




this period the Benny McRae Construction Company urgently needed funds
in connection with a HUD construction contract. A second bank, the

Bank of Virginia Peninsula, Newport News, Virginia, was willing to
extend a line of credit loan to the firm, totalling $110, 000, on an SBA-
guaranty basis. This loan was disbursed in four installments during
June of 1973, and the two previously-approved loans were cancelled
without disbursement. Thus, the only SBA involvement with Mr. McRae
is the $110, 000 loan to his company.

The statement that Mr. McRae's contractor's license had expired on
December 31, 1972, is correct. However, when he negotiated the HUD
contract in June of 1972, the license was in effect and we are informed
that under Virginia licensing authority he would have been permitted
to finish the HUD construction project even after expiration of his
license. The SBA loan, of course, was used in connection with that
particular project.

Late in the spring of 1973, Mr. McRae applied for an additional SBA
direct loan in the approximate amount of $100, 000. When his attempts

to receive the additional $100,000 SBA direct loan failed, he appealed for
assistance to the White House. The White House staff placed a call

to SBA's then Deputy Administrator. The call was returned by

Mr. Townsend Burden, then Special Assistant to the Deputly Administra-
tor. Mr. Burden was asked to look into the loan application, with the

admonition that """This is not a request to make a bad loan," Mr. Burden
called the Richmond office, the office in which the application was pend-

ing, to find out the status of the loan application and to talk to the loan
officer involved. Mr. Burden also received a call from the Richmond
District Director. Both of Mr. Burden's calls were in the nature of an in-
quiry, and in both he said that no pressure was being applied to make a loan.

Mr. Burden was later concerned that there might be some feeling on
the part of the Richmond office that pressure was being applied, and
he advised SBA's then Associate Administrator for Opertions of his
concerns. The Associate Administrator for Operations placed calls
to the Regional Director, the District Director, and the senior loan
officer to tell them to give Mr. McRae no more consideration than
tney showed anyone else, and not to make a bad loan. When the senior
loan officer said that Mr. McRae had told him that he had pull at the
White House that should get him the loan, the Associate Administrator
for Operations gave a short and unprintable answer, which the loan
officer dutifully noted in the file. The loan did not go through.




Mr. McRae did not give up. He telegraphed the White House again
in September of 1973 to ask them to have his case reopened, and
Mr. McRae included new information about collateral he was going
to pledge. SBA was again asked to look at these new facts. We did,
and on October 4, 1973, the Washington office ruled, once more and
finally, against the loan.

It is only through gross misrepresentation that this situation could
be interpreted to indicate SBA yielding to White House pressures.

Additional detailed information concerning the transactions with
Mr. McRae may be found at page 380 of the record of the hearing
held by the Small Business Subcommittee of the House Banking
and Currency Committee for December 4, 1973.

4. H&R Printing Co. Loan.

The annotations to the Common Cause testimony refer to a St. Louis
Post Dispatch article dated March 27, 1974 which revealed that the head
of Black Citizens for Effective Government in St. Louis, an organization
of black Democrats and Independents who supported the re-election of
President Nixon, was given a loan of $55, 000 after defaulting on a loan
of $25, 000.

The loan was an SBA Economic Opportunity Loan made to H&R Printing
Co. Mrs. Elsa D. Hill, a principal of the printing company, was indeed
the head of Black Citizens for Effective Government, and was also a
registered lobbyist for the Organization of Black Entrepreneurs. We
have no knowledge of the scope of the activities of Black Citizens for
Effective Government.

The second loan in the amount of $55, 000 was made even though there
was a poor record of repayment on the original loan of $25, 000 because
the firm had received a substantial contract from McDonnell Aircraft
for printing. A credit judgment was made that the developing new
business justified the additional financing. Failure of the firm to perform
on the McDonnell contract led to a default on the second loan. Following
default, SBA obtained a judgment against Mrs. Hill and has pursued
usual collection efforts through the Depariment of Justice.




If SBA is to be criticized for making either loan to Mrs. Hill, such
criticism should be tempered by recognition of SBA's efforts to assist
minorities and other disadvantaged individuals, in accordance with the
mandate of Congress expressed in the Equal Opportunity Loan legislation.
The files on the loans, which were approved at the District Office level,
contain no information whatsoever indicating the presence of political
pressure. Any pressure exerted was more likely to have come from
minority [ equal opportunity interesis.

5. Leveo V. Sanchez.

The annotations to the Common Cause testimony state that ''memoranda
presented to the Senate Watergate Committee showed that a Washington,
D. C. businessman, Leveo V. Sanchez, was removed from an SBA
program when it was determined that he was an active democrat. "

Mr. Sanchez is the President of Development Associates, Inc., a con-
sulting firm headquartered in Washington, D. C., with branch offices
in Houston, Denver, Los Angeles and San Antonio (as of 12/31/72).

In September of 1972, a determination was made by SBA's Philadelphia
Regional Office, which was responsible for the 8(a) assistance to

Mr. Sanchez' firm, that the firm was viable, that it could function
independently of further Government procurement contract assistance,
and that it should be "graduated" from SBA's 8(a) program. This
determination was twice appealed; was carefully discussed and reviewed
by Regional Office and Central Office staff; and was twice upheld.

SBA's 8(a) program is intended to provide Government procurement
contract support for companies until they can operate profitably on an
independent basis. Unfortunately, SBA's resources available for the
program are extremely limited, and many more companies would
like to participate in the program than we are able to serve. When

a participant in the program reaches the point of independence, we
must "graduate' him to make room for a more deserving applicant.
The "graduation’’ is seldom a joyous event; it was not in the case

of Mr. Sanchez. I have no indication, however, that his "'graduation"
was not based on a sound program decision.




Parenthetically, I might note that [ am informed that Mr. Sanchez' firm
has prospered and expanded without the 8(a) program support.

There can be no doubt that active Democrats, and active Republicans,
are removed from SBA's programs from time to time. I know of no
instance, however, where the political activity was the basis for the
removal, and I would not tolerate such a thing. If the Watergate
Committee has any evidence of improper action in this regard, I trust
that it will initiate the appropriate criminal investigation.

6. Assistance to Entities Controlled by Dr. Thomas Matthew.

Allegations have been made that SBA improperly provided assistance,
properiy p

for political purposes, to entities controlled by Dr. Matthew, and

participated in ""obstruction of justice,'

Late in the summer of 1970, Robert Finch, then Counsellor to the
President, spoke with Dr. Matthew concerning the use of Dr. Matthew's
organization as a pilot project to implement the President's commit-
ment to get people off welfare and on job roles. On April 9, 1971,

this project became a Government-wide responsibility, with SBA's

then Deputy Administrator in charge of securing the Government
resources necessary to make Dr. Matthew's businesses successful.

Dr. Matthew, who is a black neurosurgeon, furnished a series of
projects to deal with the untrainable, drug addicts, etc. He did receive
SBA assistance in the form of loans and 8(a) contracts.

A direct loan in the amount of $100, 000 was approved by SBA's

New York District Office to DOMCO Textiles, Inc., an entity controlled
by Dr. Matthew, on April 10, 1970. Subsequent to loan approval but
prior to disbursement information developed that Dr. Matthew was
under sentence for tax evasion. His sentence was commuted by the
President.

The fact of sentence caused SBA to prepare a letter stating that the

loan authorization would be cancelled. This is in accordance with SBA's
usual practice and procedure which would disqualify the applicant on

the basis of lacking "good character.'" Because of previous White House




interest in Dr. Matthew, it was felt that this matter should be discussed
with White House staff prior to release of the cancellation letter. This
was done by the then Deputy Administrator on June 12, 1970. The
Agency was subsequently advised that, in the opinion of the Attorney
General, the fact of sentence should not be determinative, and that we
should be guided solely by credit consideration. Accordingly, the letter
of cancellation was withheld, and the loan subsequently disbursed.

Three additional SBA Equal Opportunity Loans to Dr. Matthew enter-
prises were approved before the end of June, 1971, and disbursed.
Total loans aggregated $175,000. Outright Government grants were
also made.

Following default on loans and contracts, the matter was promptly
referred to the Department of Justice in July of 1972. SBA requested
action on collection, civil penalties and review for possible criminal
reference. In its referral, SBA stated that its files, including audits and
investigations, would be made available to the FBI, and these were sub-
sequently supplied through SBA's Office of Security and Investigations.
The FBI started an investigation as directed by Mr. Henry Peterson,
Assistant Attorney General. Criminal charges were brought against

Dr. Matthew by the State of New York. While Dr. Matthew was convicted
by the trial court, his conviction was upset on appeal. We are advised
that on June 24, 1975, the U. S. Attorney for the Southern District of
New York declined prosecution against Dr. Matthew.

Based on the SBA referral in July, 1972, civil suit was filed by the

U. S. Attorney in the Federal District Court, Southern District of
New York, in October, 1972. The defendants were: DOMCO Textiles,
Inc., Dr. Matthew and 7 other individuals and companies.

Judgments were obtained, and continuing efforts at collection are being
made by the FBI and the U. S. Attorney. Collection efforts have so
far been unsuccessful.

We believe that all of the actions taken by SBA to provide assistance
to the entities controlled by Dr. Matthew were entirely consistent with
proper, and non-political, objectives established by the White House,
and all actions taken by SBA after the project encountered difficulties
were likewise prompt and appropriate.




For further details on the Dr, Matthew case reference may be made
to page 50 of the record of the oversight hearing of the Small Business
Subcommittee of the House Banking and Currency Committee on April
P, 1974,

7. Reappointment of Richard D. Murray.

It has been noted that Richard D. Murray, who was appointed SBA
District Director in Madison, Wisconsin in October of 1870, resigned
from that office in July of 1972, became employed by the Committee
to Re-elect the President, and was reappointed Madison District
Director on November 29, 1872. It has been suggested that this
sequence of events indicates an impropriety in which I participated.

In fact, it is my firm belief that Mr. Murray left SBA with no expec-
tation or desire to return to the Agency. In the first place, I had
specifically stated that the position in Madison would not be held open,
and that I have long held a general philosophy against rehiring any in-
dividual who left my employ. Second, it appears that Mr. Murray
expected that, following the presidential campaign, he would be able to
find higher-level employment with the Government. In fact, he actively
sought positions at a higher level before returning to SBA. Third, the
Regional Director responsible for the Madison District Office actively
recruited for a replacement for Mr. Murray, making tentative offers,
although such recruitment effort was unsuccessful.

In spite of our best efforts, we presently find that an average of 6 to

8 months is required to fill District Director vacancies. The fact that
the Wisconsin position remained unfilled for 4 months, from the end of
July to the end of November, 1972, is not at all unusual.

When the Regional Director was unsuccessful in identifying a suitable
candidate for the position of Madison District Director, he approached
Mr. Murray. Since Mr. Murray had not been successful in obtaining
a better Government position, he was interested. Mr. Murray was
rehired on recommendation of the Regional Director.

To the best of my knowledge, ‘there was absolutely no irregularity
or impropriety in the rehiring of Mr. Murray, and the action was
taken in the best interests of the Government.
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The annotations to the Common Cause testimony raise a question about
a potential conflict of interest involving a loan, the approval of which
was recommended by Mr. Murray. This matter was explored in great
detail during the course of the oversight hearings of the Subcommittee
on Small Business of the House Banking and Currency Committee in
November and December of 1973 and April of 1974. The details of the
matter are spelled out on pages 6 and 7 of the Report for the April 9,
1974 session. It should be noted that personnel of SBA's Office of
General Counsel reviewed the matter and, on the basis of the facts
known to them, determined that no conflict of interests existed. The
matter was, however, subsequently referred to the local U, S. Attorney's
office in December of 1973, and the investigation is still designated as
""pending. "

8. Richmond Office Irregularities.

The Common Cause testimony and the annotations raise the subject of
the irregularities discovered in SBA's Richmond District Office in
the fall of 1973. These irregularities were the principal subjects of
the oversight hearings of the Small Business Subcommittee of the
House Banking and Currency Committee in November and December
of 1973. The record of those hearings describes the detailed explora-
tion of all of those problems.

There is one matter erroneously stated in the Common Cause annota-
tions which I would like to correct. It is stated that SBA undertook

no corrective action until an investigation by the staff of the Small
Business Subcommittee charging major irregularities was made public.
The investigation of the Small Business Subcommittee was made public
on November 12, 1973. Several weeks earlier, on October 20, 1973,
an SBA Portfolio Review Team had already started work in Richmond
on the problem, and by November 7, 1973, the decision had been
reached by SBA to relieve the Richmond District Director of loan-
making authority and to replace him pending completion of the
investigation.

Extensive personnel actions were taken in order to correct the
deficiencies of the Richmond District Office and the Philadelphia

59-116 O = 75 = 17




Regional Office which had supervisory responsibility over the Richmond
office. Adverse actions included three removals, one retirement in
the face of removal, two demotions with reassignment, and one simple
demotion. In addition, 27 reassignments were made for improvement
of operations in the Philadelphia Regional Office and Richmond District
Office.

9. Los Angeles Compensating Balance Scheme.

The Common Cause annotations note that the staff of the Small Business
Subcommittee of the House Banking and Currency Committee concluded
that SBA officials had devised a scheme to assist banks participating
in SBA's guaranty loan program to obtain improper compensation and
collateralization of loans by means of compensating balances. This
conclusion, like many of the other allegations made by the Committee
staff at the time of those hearings, was ultimately determined to be
completely without foundation. Detailed information on this subject
may be found at page 22 of the record of the hearings before the
Subcommittee on Small Business of the House Committee on Banking
and Currency for April 9, 1974, Subsequent to those hearings, FBI
investigation of the allegations of involvement by SBA personnel in the
improper scheme was renewed, with the FBI concluding that there was
no basis for such allegations.

10. Alleged Political Influence in Personnel Practices.

In August of 18974 the Civil Service Commission issued a report with
respect to alleged violations of merit staffing principles at SBA.
Following the issuance by the Commission of press releases with
respect to that report, a number of allegations were made concerning
political influence in hiring practices and other personnel actions at SBA.
Because of the fact that charges dgainst certain SBA employees are quite
serious, and remain to be resolved by legal process, we have felt that it
was inappropriate for us to respond to the many unfounded charges that
have been made or to attempt to ''try the matter in the press.'

In the course of an audit of the personnel practices of SBA by the General
Accounting Office, the GAO sent a series of questions to me relating

to the Civil Service Commission report. On January 29, 1975, I re-
sponded to those questions, setting forth in part SBA's views on a
number of the charges made by the Civil Service Commission.
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At the request of Senator Morgan, my response to the GAO questions
was made a part of the record of hearings conducted on April 21 and

22, 1975 by the Subcommittee on Small Business of the Senate Banking,
Housing and Urban Affairs Committee. A copy of my letter to the

GAO, including the answers to the GAO questions, is attached for

your information. I would direct your attention particularly to my
answers to questions 5 and 13, beginning on pages 10 and 16, respectively,
dealing with alleged political influence at SBA.

The annotations to the Common Cause testimony refer specifically to
the Bert F. Teague case and the C. Mack Kehoe case. Both of these
cases are dealt with in detail by my answers to the GAO questions.
The annotations also refer to a St. Louis Post Dispatch article of
April 14, 1975, The subject matter of this article is likewise dealt
with in my answers to the GAO questions.

1l. Personnel Actions Concerning Loren J. Rivard.

In June of 1973, SBA's Chicago Regional Director approached me re-
garding the possibility of considering my Special Assistant, Loren Rivard,
for the District Director position in Madison, Wisconsin. The position

of my Special Assistant was then non-career GS-15, while the Madison
District Director was career GS-15.

On July 31, 1973, Mr. Rivard received his career GS-15 eligibility from
the Civil Service Commission. During the beginning of August, 1873, a
formal selection of Mr. Rivard for the District Director position was
made by SBA. This selection was referred by SBA to CSC for certi-
fication on August 23, 1973. The CSC rated the candidates, and

Mr. Rivard was rated highest.

CSC did not act on the request for certification, however. SBA re-
ceived information that it was being delayed while a review of
non-career conversions to career was taking place. The CSC indicated
that it was especially cautious in this area as a result of congressional
inquiries.

On March 15, 1974, some seven months after our request to CSC for
certification, I sent a letter to Chairman Hampton requesting the




return of Mr. Rivard's application. On April 1, 1974, the Agency re-
quested approval of Mr. Rivard for the position of Deputy Associate
Administrator for Operations, GS-16 Limited Executive Assignment.
This position, which entailed a promotion, was approved shortly
thereafter by the CSC.

I am not aware that any knowledgeable person has questioned Mr. Rivard's
qualifications for that position, and he has, in my opinion, been per-
forming his responsibilities in that area in an outstanding manner.

Mr. Chairman, most or all of the foregoing subjects have been looked into
in great depth either by one of SBA's congressional oversight committees,
or by the General Accounting Office, or by law enforcement authorities.

I am aware that the staff of your Committee has already examined certain

of the oversight reports and GAO reports. If they would like to make further
reference to such materials or contact appropriate law enforcement
personnel, they may wish to contact my SBA staff for assistance.

Sincerely,

=
Thomas S. ppe
Secretary-Designate
Department of the Interior




U.S. GOVERNMENT
SMALL BUSINESS ADMINISTRATION
WasHinGTON, D.C. 20416

OFFICE OF THE ADMINISTRATOR

January 29,

Mr. David P. Sorando

Deputy Director

United States General Accounting Office
Washington, D. C. 20548

Dear Mr. Sorando:

Attached are my responses to the 14 questions submitted on
December 10th by members of your staff. The answers are complete
and accurate to the best of my knowledge. Several of my answers,
particularly as they relate to the details of individual persomnel actions
indicated in my answer to question #13, are based upon data and infor-
mation submitted to me by members of my staff, It would be my desire
that the names of individuals identified in item #13 be considered con-
fidential. They have been furnished to facilitate your review but with
the hope that your report might still be made without their disclosure.

I would be pleased to make available such pertinent correspondence con-
tained in the files of this officec, as cuggested in your Dzcember 10th
communigue, upon request.

During my four years tenure as Administrator of SBA, 1 have
directed my staff, and have striven personally, to improve all aspects
of operation, including the personnel function. Iam proud of our accom-
plishment; I believe we have one of the finest personnel programs in the
Federal Government. I welcome the opportunity, as 1 have stated in the
past, to be interviewed per sonally by appropriate officials; to make all
pertinent correspondence available; to cooperate freely in every way pos-
sible; and to appear before Congress should such action be desired.

I 1ook forward to your review and am confident that the results will
provide much better perspective of our personnel actions than has been
experienced heretofore.

Sincerely,

e —7

yi
Thomas S. ‘i(]cpp‘:

Administrator




RESPONSES TO GAO QUESTIONS OF DECEMBER 10, 1974

1.  In detail, what do you believe are the strong features and weak areas

of SBA personnel programs and management?

Since my incumbency as Administrator, in January 1971, the personnel
management program in SBA has been significantly upgraded in all
personnel functional areas, I believe that the current status of our
personnel programs, and their management, compares most favorably
with those of other Federal agencies and that substantial and meaningful
program improvements have taken place both in the Central Office and
Agencywide, I should like to highlight some of the personnel achieve-
ments in the following paragraphs, Iam, also, attaching a summary of
Office of Personnel accomplishments for Fiscal Years '72, '73, '74 and
'75 (to date):

A, Office of Personnel capability

The following are significant activities which were designed to

increase the competence of the personnel staff:

(1) The managerial staff was upgraded by the appointment of a

new Director (in August, 1971), and the elevation of this position

to supergrade status, and new Chiefs for Employment,
Organization and Position Management, Training, Employee
Relations, Policy Development and Program Evaluation,
Additionally, there were established positions of an Associate

Director and an Assistant Director for Executive Manpower.




(2) Key staff were added by the appointment of a number of

highly qualified senior professionals,

(3) A professional development program was inaugurated
within the Office of Personnel,

(4) A Career System for all SBA pe rsonnelists, Central Office
and field, was developed and implemented.

B. Programs and Systems

(1) The training program was completesy revitalized and a
series of comprehensive training programs for supervisors

and managers, to improve their ope rational and technical
proficiency, as well as their pe rsonnel management capability,
was developed and over 300 trained Agencywide.

(2) A Finance and Investment Career System, covering approx-
imately 25% of the workforce was developed and implemented

to improve the quality of the F. & I. workforce and to expedite
the filling of positions with better quality candidates,

(3) A Position Management Program to as sist managers in
establishing and maintaining efficient and economical organization
and position structures was established and is fully functioning.
(4) An on-site Personnel Management Evaluation Program was
established to survey the personnel management programs at

the regional and district level, to identify strengths and weak-
nesses in the programs, to make improvement recommendations,

and to provide guidance and assistance,
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(5) A framework of policies, procedures, standards and
guidelines designed to contribute directly to the effective
accomplishment of the SBA mission, has been instituted,

(6) An innovative and comprehensive personnel program

planning and self-evaluation system was developed and
implemented for the Central Office and the field,

(7) An automated personnel processing system was

developed and installed,

(8) Early in 1972, the Executive Development Program was
redesigned and reenergized, utilizing the most advanced
techniques of assessment and individual development planning.
The system is now well-developed and 125 potential and active
executives have been identified and are receiving developmental
assignments, Both short and long-range planning have contributed
to the increasing placement of internal candidates into top-level
maragerial positions., A survey conducted approximately six
months ago indicated that over 70% of our top level positions were
filled from within,

(9) The establishment of a video communications network linking
the field with the Central Office to increase management/

supervisory training,

(10) A new merit promotion plan, designed to expedite the filling of

positions with better quality candidates, has been implemented.




C. Development of Field Personnel Programs

(1) Personnel Conferences were held in 1971, 1972 and 1974, attended
by administrative officers and regional personnelists throughout the
Agency. The 1974 conference was a 3-day skills-oriented session
attended by all SBA personnel sta{f members.

{2) Numerous staff visits have been made to the field to provide
on-site guidance and assistance.

(3) A Special Notice publication series was developed to provide
greater guidance to field personnelists in implementing field

personnel programs,

(4) Commencing in June 1971, each of the 10 regions, and its district

offices, have had an on-site two-week program evaluation survey.
The evaluation cycle has been completed twice; i, €., each region
has had two such surveys.

(5) A program was established aimed to achieve full personnel
delegation to the field through grade GS-15 and to render increased
staff assistance to the field geared toward helping them achieve and
carry out this increased delegation,

D. Assistance to Management

(1) Assistance was rendered in all phases of the 1973 field realignment,
including development of functions, on-site guidance in personnel
adjustments, and training programs for new functions,

(2) Eleven labor contracts (plus 2 in process) were ne gotiated,

embodying greater flexibilities for management.
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(3) There was greatly increased activity in position surveys

and analytical studi~s, including more recent studies on Minority
Enterprise and Management Assistance,

(4) There was initiated greater executive recruitment capability
both in Central Office and the field. A recent example was a
campaign which resulted in 1200 candidates for seven District
Director positions. Four of these positions were eventually

filled internally,

(5) Classification Studies were conducted for Procurement Center
Representatives, Certificate of Competency Specialist, Public
Information Officer and Loan Officer positions which resulted

in sustaining current grade levels which had been challenged

by the U, S, Civil Service Commission.

(6) There was successful achievemnent of average grade goals,

(7) Upward Mobility Program was developed which the U, S,

Civil Service Commission is using as a model for other Federal
agencies,

(8) An Executive Manpower Resources Board, composed of members

from the Agency's Management Board, was established to provide

greater top management involvement in the personnel area: an

ideal organization structure and supergrade plan was formulated
and presented to the CSC, with periodic updates.
With respect to weaknesses in the personnel management program, I am

confident that there are no current serious program deficiencies and that




full, and more than satisfactory, coverage is being given to all phases

of personnel management and administration, Nevertheless, there are
areas to which we are directing effort and attention, where we feel that
further advancements and improvements can be made. These are

reflected in our program plans and include:
Labor Relations
Employee Counseling and Advisory Services
Decentralization of grievance procedures
Employee Morale enhancement
Improvement of service to the field
Further refinement of field self-evaluation systems to help

pinpoint areas meriting concern and which can result in increased
field competence.

g. Improved employee suggestion program

h. Expanded supervisory training

2. Do you have any recommendations for corrective action in problems

identified in Question No, 1 above or any considerations for the Congress?

As indicated in the concluding paragraph in answer to Question No. 1 above,
we are aware of those areas internally in which further steps toward
progress is indicated and we are taking necessary actions to produce

the desired results, Although, again, I would welcome the opportunity

to appear before Congress if so desired,

With regard to the CSC, I believe there are a number of areas where

improvements could be made, such as:
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a. A clearer definition of what is political pressure - what is not.

If the CSC truly wants to end any possibility of political pressure,

let them exclude all Executive Branch career positions from

references from Congress,

b. A clearer definition of what a career, a non-career, and L.E, A,
positions are.

c. A reduction in CSC processing time (they were always unconscionably
long and have recently been increased by 50%.) In one recent case, it
took the CSC 11 months to resolve a single procedural question on the
most minimal type of adverse action, a loss in status action. However,
one again suspects CSC motives in such a ridiculously long delay.

d. More positive assistance - the only meetings we have had with

the CSC have been at our request and initiative.

e. Greater recognition of the unique problems of smaller agencies

in handling personnel actions.

3, Please comment on the effectiveness and usefulness of the periodic

Civil Service Commission personnel management evaluation of SBA offices,

As indicated under Question No. 1 above, the on-site personnel evaluation
survey system began in June, 1971, Since October, 1971, these on-site
surveys have been conducted by a joint CSC/SBA team. While in the initial
phases the team was led by CSC, the team leadership soon alternated between
CSC and SBA. Of the 20 evaluations conducted, CSC and SBA have each led 10,
Of the 6 joint CSC/SBA reviews planned for FY '75, SBA will lead 5 of the 6,

This cyclical schedule was developed by the current Director, Office of




Personnel, soon after his entrance on duty. Given the status of the
personnel program at that time, reliance could not be placed on what

had happened in the past. The first evaluation cycle was completed in
March 1973. This complete circuit was required to establish a data
base. It emphasized personnel management problem identification in
each of the regions and resulted in comprehensive reports and corrective
actions to be taken. It provided us with both an assessment of our field
personnel program and of our field personnel staff capabilities. The
record evaluation cycle, which began in May 1973, was completed in
November 1974. It was geared toward measuring improvements and
program accomplishments based on a resolution of problems initially
jdentified. This joint survey program between CSC and SBA has proven
both effective and useful. It is regrettable that apparently the left hand
doesn't know what the right hand is doing at the CSC. While the CSC field

evaluation teams have been helpful, and as their reports indicate, have

shown substantial improvement in SBA pcraonﬁel programs, other offices

of CSC seem bent solely on a biased, illogical, incomplete, ''snap shot in
time'" approach designed solely to compare existing situations against
some ethereal newly developed secret ideal." One suspects motives

other than a sincere attempt to improve the service.
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4, Do you have any knowledge that qualification requirements for positions

have been tailored to fit an individual's personal qualifications to assure

his being selected for employment or promotion?

No. Itis my understanding that virtually all of our positions are in the
competitive service and hence CSC Handbook X-118, "Qaulifications
Standards for White Collar positions under the General Schedule, "
which is mandatory in application, is used, There are a few ""Single-
Agency" standards which have been approved for use in SBA by the Civil
Service Commission. Virtually the only standards established by the

Agency are those relating to Disaster Loan Making positions, More

qualification standards were published in August, 1972 and are a matter

of record.




5, Has political pressure been applied to make appointments, promotions,

reassignments, or any other personnel action? Please relate the circum-

stances of your actions.

In the four years that I have been in SBA, I have no idea whatsoever
how many telephone calls I have received from Congressmen, Senators,

and other individuals in the political arena regarding appointments, pro-

motions, reassignments, loans, contracts, or other matters pertaining

to SBA and its programs. Each one of these contacts might be interpreted
as political pressure, otherwise why would they call me?

However, I have contended and still do that these men are contacting
me in good faith to let me know the character of the individuals involved
are sound and solid and that they are residents of their areas. I would
be less than candid if I didn't recite that some of the nicest letters I have
received from Congressmen or Senators have been written as a result of
my turndown of their requests based on a sound reason. On the other
hand, I would be less than candid if I did not re.c ite that I have been rather
severely abused by some people because we bave not bent to their desires
and pressures in the selection of certain people for certain jobs.

Certainly, we have been open and suggested that people in the political
arena could and should suggest candidates for certain appointments in SBA.
Why should they be excluded from the recommendation process any more
than anybody else? On more than one occasion, I have indicated to members

of the political scene that "if you are going to make recommendations, don't

send me any turkeys." I told them we are looking for the highest quality we

10
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can get because the job we have to do is very often a difficult
administrative one and we cannot put up with mediocrity. I think
clearly our record of appointments and the quality of people we have
placed in the various jobs will stand this test above and beyond any-
thing else that can be shown in the Federal Government structure,

On top of the personnel contacts I have received, I get literally
hundreds on both the Republican and Democratic side that make cer-
tain recommendations to me with respect to individual program cases.

I object to and resent any connotation that we have reacted improperly

to political influence in our work at SBA. If one would sit beside me

and listen to my conversations with many of these people in the political
scene, they would know and understand how we have not bent to political
pressures but, rather, have gone the route of quality in the case of people
and in the case of loans, we have used our best credit judgment. On top

of this, we have something in excess of 22, 000 Congressional contacts

in our Congressional Relations Office per year. If one wanted to, most

of these calls could be interpreted as political pressure. Having been

in Congress myself, I know and understand the working habits and the
desires of these people. They are looked upon by their constituents as a
point of contact and a source of recommendation, In this regard, we in
SBA have been sensitive to their requests and will continue to be but we
have not caved in to every whim and wish of a member of the political scene

in regard to our decisions in SBA.
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We do not have and did not have a political unit in SBA. One of the first
things I did when I became Administrator was to request all contacts
which might represent political pressure to be referred to me personally.
That policy has never changed and so I handle all politically sensitive

matters.

The net of the Civil Service castigating report could easily be interpreted

as the following:

If you are a Republican and you recommend another Republican for an
appointment and he turns out to be the best man and is appointed, according
to Civil Service that violates the law. I say that is clearly unfair and dis-
eriminates and breaks another law all by itself, Some things in life are
fair and some things are unfair and this Civil Service report falls in the
category of being unfair and we are ready to stand up before any committee

and court any place and so state.

6. To your knowledge, did anyone in SBA have access to or use a special

personnel manual, known as the Malek Manual, which described ways of

circumventing the merit system?

No. I never heard of such a manual until several months ago when reference

to it appeared in the press.

7. Has your office maintained a list of political eligibles for filling SBA

positions?
No, and we don't now and never have had a special referral unit either.

12
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8. Have candidates for key positions been identified as to political party;

has political party been a cousideration for appointment or promotion?

Sometimes political party can be assumed by knowing the political party of

an individual who refers a candidate for consideration; sometimes an appli-
cant may mention it, particularly in a Schedule C position. However, appoint-
ments and promotions are made solely from among the best qualified for the
position. -

9. Are district directors normally provided from within SBA or from

external sources? In the case of those hired from outside SBA, why could

the position not be filled from within?

In filling district director positions, our aim is to get the best qualified can-.
didate either from outside or within SBA. Of the current 64 district directors,
34 were filled from within SBA and 30 from outside, as follows:
Internal External

Prior to 1969 e 8 2
CY 1969 2 3

1970

1971

1972

1973

1974

1975 (committed) =L s

34 30

In each case where a non-SBA employee was selected, he was, in our

judgment, the better candidate. It has been my constant objective, as

*In process
13
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stated previously, to improve operations at SBA. For a number of reasons,
not the least of which are CSC regulations which make i1-.er-disciplinary

training, experience, and promotions extremely difficult if not impossible,

the government tends to develop excellent technicians, but not enough good

general managers. To improve our operations in a reasonable period of
time, it has been necessary to call upon resources from the private sector.

10, How are district directors recruited and selected? Is there a written

plan for filling the positions based on merit staffing?

District directors are recruited and selected on a merit basis. In order to
fill such positions with the best qualified person available, recruitment from
the outside is generally accompanied by an internal search. For example, as
mentioned in answer to Question No. 1 above, a recent recruitment effort to
fill seven district director positions generated 1, 200 applications. Three of
the positions (San Francisco, Philadelphia and St. Louis) were filled from
among outside candidates; four were filled from among SBA employees (Los
Angeles, Pittsburgh, Wichita and Birmingham in process). A copy of our
written plan for filling district director positions on the basis of merit staff-
ing is attached (Special Notice N. 3-23, December 16, 1974). Although this
plan is of recent date, it reflects the method of filling such positions which
has been in use over the past several years.

11. Why do district offices, in relation to the regional offices, have little

authority or control over hiring or other personnel actions?

District offices have complete control and authority over all their personnel
actions, including appointments. While the district directors are selected

by regional directors, who are next in line of authority, all other personnel

14
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selections and all personnel actions involving positions below the district
director are accomplished by that official or his subordinates. For reasons

of efficiency and economy, personnel services are centralized in the regional

offices, each of which is staffed by a group of professional personnelists.

Because of the size of most district offices, it would be impractical for each
to maintain a competent and trained personnel staff. The regional personnel-
ists, in effect, work for the district director and process his personnel
actions in accordance with legal and regulator, requirements.

12. Have the following been used for either reward or punishment by any

manager in SBA?

To the best of my knowledge:

A. Geographic rotation - No.
B. Travel - No.

C. Downgrades - No.

D; Reassignments - No.

Such actions are not used for reward or punishment. There have, of course,
been downgrades and reassignments, some of which have involved geographic
relocation. These have been accomplished in accordance with applicable
Civil Service regulations and have been made after a determination that the
action would serve the best interests of the service. To be sure, some have
resulted either from the poor performance of the individual concerned or by
an effort to improve his utilization through an assignment more commen-

surate with his skills and abilities.
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13. Commission report on alleged political influence at SBA

I have to disagree with the Commission conclusion that ..e "investiga-
tion produced clear evidence that persons were appointed to district
director positions, which are in the competitive civil service, because
of their political affiliations or support and other non-merit factors."
Although some of the Commission's "facts'" may be beyond dispute,
conclusions based on those facts are far from clearly justified and,

indeed, should be characterized as exaggerations. In addition, as I

pointed out in our letter to the Commission on October 7, 1974 (which

I understand you have a copy of) concerning the actions we took on their
recommendations to improve our personnel procedures, I could not
necessarily agree with their findings on specific cases since some of

the matters involved my office and the Commission investigators did

not even deem it appropriate to interview me.

It is my view that the report is based on subjective conclusions resulting
from extremely narrow findings which, in many cases, are based on
statements taken out of context, It would appear that there was a certain
amount of prejudgement in many of the matters addressed in the report
and only that evidence which would tend to support these prejudgements
was considered, As an example, certain numbered ''tabs" were furnished
as supporting material and referenced in the report. These consist

primarily of affidavits., Yet, 41 such affidavits, far more than the
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number used to support the investigatory conclusions, were not made

available for either review or comment.

It is of importance to note that all allegedly improper actions were taken
in full compliance with applicable laws and Commission regulations.
Contrary to what may have occurred with respect to similar situations
in other Federal agencies, no corrective action was required by the
Commission with respect to any of the allegedly improper personnel

actions.

In view of the fact that the report is based on four district director cases
and eight other cases in one of our regions (out of perhaps a thousand
personnel actions effected in the last several years), I should like to
take this opportunity to comment both on the events which led to the

investigation and on the 12 cases themselves.

Initiation of the Investigation

A number of questions are raised relating to the purpose and motivation

of the individual (Mr. Thomas Sweeney) whose allegations led to the
Commission's investigation. It is a matter of concern that these pur-
poses and motivations were not addressed in the Commission's report

specifically.

If preferential treatment within SBA and, particularly, Region IX, had
been operative for a number of years, why had he waited until fairly

recently to request an investigation?
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What was his role in implementing the alleged preferential actions?

Did the Commission inquire into the circumstances surrounding his

original appointment to a position with SBA?

Did he actively seek promotion as a price of keeping silent?

What did the Commission's review of personnel management of Region IX
in March, 1973, prior to the presentation of hi~ allegations, indicate with

respect to his performance of assigned duties and responsibilities?

Why did he not present his allegations to the Commission's review team

in March, 19737

Was there a correlation between his reassignment as a result of his
substantially inferior performance over a period of years, pointed up
by the March, 1973 Commission inspection, and the presentation of his

allegations to the Commission?

General Comments re: District Director appointments

None of these individuals cited was appointed either in violation of CSC
regulations or the SBA Merit Promotion Program, While, in each case,
appointments were made as an exception to Merit Promotion procedures,
the exception (appointment from a CSC register of an individual without
prior Federal service) is one provided by Civil Service regulations.

It ie of interest to note that these exceptions were continued under the

recently revised CS5C regulations on Merit Promotion.




All of the District Directors cited were appointed from Civil Service
registers. In no instance dia the inspection report indicate that the
individual selected was not fully qualified or that he was improperly

selected from a register.

Stanley Goldberg

It should be noted that this alleged improper appointment occurred in

June 1969, about one and one-half years before I was appointed Administratc:.

The fact that the report concludes that "Mr. Goldberg assumed that the
change in Administration would mean a Republican District Director in
Phoenix" does not justify a conclusion that this was the basis for his
appointment. We do not dispute the allegations that Mr. Goldberg applied
through Congressional channels. However, there is nothing wrong in the
act of a member of Congress or any other partisan source referring an
individual to a federal agency for possible employment. By the same token,
we are in no position to control press releases' which members of the

Congress choose to release.

In view of the fact that CSC regulations do not require the maintenance of
placement records for more than two years, we are not in a position to
state, over 4 years later, what other candidates were considered for this

position.

Other than Mr. Goldberg's statement and references to certain newspaper




articles, there is no evidence that any preferential treatment was

accorded to Mr. Goldberg.
Harold Schnurer

With respect to the reassignment of Mr. Harold Schourer, it is an

established fact, under CSC regulations, that an employee may be re-

assigned, even though a geographical relocation is involved, when the

Agency has determined that this action would serve the best interests of

the Agency.

The report, in an ""Epilogue, " speaks to actions involving Mr. Schnurer,

the former District Director, following the appointment of Mr. Goldberg.
We fail to see the relevancy of these matters with respect to Mr. Goldberg's
appointment. The only significant facts pointed out are that Mr. Schnurer
was involved in two personnel actions, both of which were appealable to

the CSC. Mr. Schnurer chose not to appeal in either of these situations,
Any conclusions, therefore, based on these events, would appear to be

invalid.

David K. Nakagawa

The Commission report does not speak to the issue as to why an alleged
switch, presumably initiated by Mr. Shiroma in late 1968, was not con-
summated until 3 years later, in October 1971, It would appear that, if
Mr. Shiroma's assumptions were correct; i.e., that his job was in jeopardy
because of the change in Administration, the alleged switch would not have

been delayed for this length of time.
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The conclusion of the CSC that SBA officials were in violation in responding
to Mr. Shiroma's proposal is invalid when the 3-year tinie lapse is con-
sidered.

Bert F. Teague

The conclusion of the report that there is no evidence that any other can-
didates were ever considered for the Concord District Director position

is incorrect. At least two other candidates were interviewed by Mr.
Heilner, the Regional Director -- Ms. Kathleen Ward, a member of an
Advisory Council in Boston; and Mr. John Kinner, with the Economic

Development Administration, Department of Commerce.

The statement made in the report to the effect that "By letter dated February
26, 1973, a U. S. Senator from New Hampshire informed Administrator
Kleppe that Bert Teague is the person agreed upon by the two Congressmen

from New Hampshire and myself for the position as Director for the SBA

in Concord" is incorrectly quoted and misleading, The letter (Exhibit 55A)

actually states: "Eert Teague is the person... should (underlining supplied)

the position as Director for the SBA in Concord ... become vacant."

There is an allegation that "acting on instructions from officials in SBA
headquarters, the Boston Regional Director told Mr. Benoit (the incumbent
District Director) that he had been instructed by his supervisor to remove
Mr. Benoit from the District Director position. The Regional Director
offered Mr. Benoit two choices: another assignment (as a Bank Relations

Officer) or retirement." There is no affidavit on file (which was furnished to us)
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to substantiate this statement. The only fact in evidence is that

Mr. Benoit retired voluntarily., It should be noted that Mr, Benoit
was 73 years of age at the time of his retirement although this fact is

not stated in the report,

The statement is made that Mr., Teague's SF-171 lists two Congressmen

as references, We are not aware that this is illegal or inappropriate.

Why was no affidavit taken (or if one was taken, it was not furnished)

from Mr, Josaphat Benoit?

Ottley R. Tschache

Why was no affidavit taken from Mr, George Schotte, the former DD?

(If one was taken, it was not furnished.)

The fact that Mr. Tschache listed a Congressman and a Republican State

Chairman as references on his application is neither illegal or inappropriate.

The proposed reassignment of Mr, George S;cholte as Special Assistant to
the Regional Director in Denver was in accordance with CSC regulations
which provide that an employee may be reassigned, even though a
geographical relocation is involved, when the Agency has determined

that this action would serve the best interests of the service. The fact
that Schotte chose to remain in Helena at a lower grade, with SBA consent,
does not invalidate the appropriateness of the original reassignment.
There is no question but that this downgrade, in lieu of reassignment to

Denver, was voluntary on Mr. Schotte's part.




REGION LX CASES

Daisy E. Brooks

Hired for 60 days on a disaster appointment in the L, A, District
Office, There was a need for such personnel because of the disaster
work in the LADO, It is our policy that all disaster appointments are

temporary and, initially, do not exceed 6 months.

With respect to the allocation of a disaster space for Ms, Brooks, this
was a prerogatise of the Central Office based on known disaster case

workload in the LADO,

Richard Burns

It is alleged that in August, 1970, Burns was contacted by a White House
representative and, at that time, expressed interest in appointment as
a Supervisory Loan Officer, GS-13 in the LADO, He eventually was first
contacted by SBA in December, 1971 and appointed as a Loan Specialist

(Comm) GS-12 in March, 1972,

If "influence' was involved, why was there a delay of 1 1/2 years in
effecting the appointment, and why a GS-12 instead of a GS-13? The
interval of time (1 1/2 years) would tend to disprove the connection

between the two events,

The report indicates that Burns had CSC eligibility at GS-13; if "influence"
was involved, why was he eventually appointed at GS-12? There was no

question about Burn's qualifications because he was certified from the
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-

Mid-level examination by the Civil Service Commission,

The report states in its "Conclusion" that '"The SF Region was given an
increase in ceiling to hire him (Burns) at a time when critical vacancies
were left unfilled because of staffing limitations." There is no evidence
offered to support this alleged increase in ceiling, Although a TWX to
Singer (Exhibit 27C) dated January 19, 1972, requested such a space,
there is no evidence that such a space wa# ever provided. Because Burns
was not appointed until March 1, 1972, it is more likely that a vacancy
had arisen prior to his appointment and, in this way, a space became

available.

Jeri Ellis
There was nothing basically wrong in referral of Je ri Ellis by a member

of the Committee to Re-elect the President,

The vacancy in the position involved was genuine due to the then pending
reassignment of the present incumbent. A special effort was then being
made within SBA to recruit and place women in professional positions
in accordance with the provisions of the Federal Women's Program,

Throughout SBA, several women were placed in similar positions.

Contrary to the allegations in the report, there is nothing wrong in
crediting experience gained in a disaster appointment toward a career

service position.




C. Mack Kehoe

Although Kehoe received 2 QSI's illegally within a one-year period, cor-
rective action was immediately taken after the matter was pointed out in

a CSC review. Kehoe repaid the money to the Government.

The Administrator had the authority to make a direct award of a QSI,
although he was not authorized to confer the second award of the QSI within
the same year as a previous QSL

The CSC has made no attempt to demonstrate that Kehoe did not deserve the
Special Achievement Award. On the contrary, this award was merited based
on his disaster operations work. Although he was not legally entitled to
another QSI, there is no question about his entitlement to the Special
Achievement Award.

The statement is made in the CSC report that '"Kehoe did not know why he
received the award (Affidavit No, 33)." This is misleading because in
Affidavit No. 33, Mr. Kehoe states: 'I know that Mr. Kleppe was aware
of my performance in the National Disaster Loans Program in six states.
1 believe this was the reason Mr. Kleppe gave me the second QSL'' Kehoe
further states: "I was never told why I received the $250. 00 Special
Achievement Award and I assumed that Mr. Kleppe personally directed

it because of my National Disaster Programs effort, so 1 felt no need to
question it."

Franklin D. Schwengel

We cannot agree that Schwengel should have been deprived of consideration

for Federal employment because his father was a Congressman. Schwengel

25




was well-qualified for the position of Loan Specialist, GS-12. There was
2 need for his services in the LA disaster operations. The need for his
services is established by the CSC report which states that Schwengel was
retained on disaster duty for 9 months after receiving a career appoint-

ment in LADO,

There was nothing wrong in assigning Schwengel to disaster duty after he
was selected for career-conditional appointment, Itis SBA practice, for
good reason, to detail regular employees to dis ster work because they
are the ones with the experience and know-how to accomplish the tasks,
The fact that he was retained on disaster duty would indicate that he was
doing a good job in that effort.

Again, there was and is nothing wrong in crediting experience gained in
disaster operations toward a career-conditional appointment.

The fact that Schwengel was converted to a permanent-type position from

his disaster appointment is in accord with standard SBA practice to use

disaster appointments as a recruitment source for regular positions. Such

persons, who have demonstrated quality performance in SBA work, are

prime candidates for regular appointment.

Loretta Siciliano Silverman

According to the report, Mr. Montano gave instructions to do "everything
you can to put her on.,." The report states: "This referral was inter-
preted, in effect, to mean that Ms. Siciliano had to be hired by any means."
This "interpretation'' is not evidenced by Mr. Montano's statement. In fact,

Mr., Montano's statement was misinterpreted by Mr, Sweeney and his




Mary Alice Young

The facts in the CSC report are misleading:

While Ms, Young was reinstated as a Clerk-Steno, GS-4/10, on2-22-'T1,
the report states she was promoted (to a Clerk-Steno) GS-5/10, on
11-14-'71, and 3 months later reassigned to Loan Closing A ssistant,
GS-5/10. In March 1973, her title was changed to Miscellaneous Doc-

uments Examiner,

The actual service records indicate that on 6-2-'71, her position title
was changed to Clerk (DMT), GS-4/10, On 11-14-'71, she was promoted
to Loan Closing Asst., G5-5/10 (not to a Clerk-Steno position). She was
not reassigned to Miscellaneous Documents Examiner until 12-9-'73.
The CSC report states: '"Ms, Young was selected for promotion to
Miscellaneous Documents Examiner, GS-5/10 in late fall 1971," She did

not go into this position until 2 years after that date.

The CSC report states that, "Advise her we wonld post a position at the
grade 5 level in approximately 90 days (after appointment),' Actually,
Ms. Young was not promoted until 9 months later. There would appear

to be, therefore, a dim connection between the two actions.

Even though "alleged pressure' was to get her a GS=7 or 8 position,
the fact is she wound up with a GS-4 position, and eventually, in a

GS5-5 job.
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subordinate staff, The alleged manipulations were accomplished primarily

by orders of Mr, Sweeney and not by Mr. Montano,

Although the CSC report tries to make a point that Ms, Siciliano was 9th on

a CSC referral list, the Commission does not allege that her selection from
the referral list was improper, All of the ''Failed to reply," "Declines"

and "Non-selections' were in proper procedural order,

Howard Whiteaker

Although there was alleged pressure to hire Mr. Whiteaker as a GS-13, the
report states that "SBA Central Office would not approve his appointment

at that grade, "

The report states that even though SBA received an inquiry froma White
House source re: Whiteaker, there is no indication that (Central Office)
interest was other than routine.

Whiteaker was certified from a Mid-Level Examination by the Civil Service
Commission., There is no evidence that his selection was improper although
he was fourth on the list, One candidate failed to reply, and two were inter-
viewed and declined, The CSC report implies that one declined, "possibly
having been led to believe that he would be hired for another job.'" There

is no affidavit from the candidate, or other evidence, to support that
conclusion., The CSC report states that a position in the '"Law Administration
Division' was moved to P&MA. We do not have a Law Administration Division
in SBA.

Mr. Jenks denied having said that he hired Whiteaker to '"repay a political

chit, "

59-116 O - 75 - 19
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14, Disciplinary actions taken, or to be taken, based on CSC investigation.

With respect to whether disciplinary action has been taken or is being con-
templated where allegations have been made that employees operated a
political referral system, I simply do not concede that such a referral
system existed or now exists in the SBA that I know and am responsible

for. In connection with the charges that have been made against two SBA
officials and the disciplinary action ordered against them by the Commission,
any disciplinary action by me is premature. Both officials, as I understand
it, are challenging the Commission's charges and will undoubtedly ask for

a hearing. And, as is implied in the Agency reply to the Commission's
charges in my letter dated November 5, 1974 (a copy of which was furnished
to GAO representatives at our preliminary meeting), we have tried to stay
out of the merits of these cases as much as possible so that if any deter-
mination is made that jurisdiction to discipline rests with the Agency -- be

it because the Federal courts so rule in connection with the pending GSA

cases on similar charges, or because the Commission charges the Agency

with such a responsibility -- we will be in a better posture to deal objectively

with the cases.

With respect to individuals identified in the Commission Report, I do not
plan any disciplinary action at this time. Individuals identified in the report
include the two mentioned above who have charges currently pending, and as
I indicated disciplinary action against them is premature; a third who has

already been given a letter of admonishment by the Commission; individuals
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not in a position of authority; individuals no longer with the Agency; and me,
Not being sure at this time of the justification for the proposed disciplining
of the two officials formally charged by the Commission, 1 see little justi-
fication for taking adverse action against individuals whom the Commission,
if we acknowledge their expertise in this area, has not seen fit to charge.
With respectto me, I am mentioned more or less prominently in some of the
cases discussed in the report; I find it hard to believe that my involvement
in these cases warrants the implication that disciplinary action should
seriously be considered. When you find the kind of distortion that I see

in these cases and discussed above, you have to wonder about the justifica-
tion for the Commission finding of ''clear evidence" of impropriety and a
'pattern and practice of preferential treatment, ' and for suggesting that

wholesale disciplinary action is necessary.

I have an obligation to see that the laws and regulations are enforced in

my Agency. I also believe in the old American way that a man is innocent

until proven guilty. When the cases now pending proceed to that point,

I'll carry out my duty as I deem it then to be.
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Special Notice No. E-23 Date: December 16, 1974

Subject: Recruitment Plan for District Director Vacancies
\

3

To:  See Distribution Below

In order to assure an effective recruitment program for
District Directors, a concerted and systematic approach
must be taken to identify exceptional and outstanding
candidates who are available. To this end, the Agency's
Recruitment Plan was developed for your immediate and
uniform implementation.

The enclosed Plan must be adhered to in our future
efforts to staff District Director vacancics.

. ;i / A
C?J‘M.j g St

Carl E. Grant, Director
Office of Personnel

Enclosure

For Further Information: Fred Hollingsworth, 202/382-7815

Distribution: Asst. RD's for Admin., Regional Persennel Offices (2)
Office of Personnel (10), Asst. Admin./Adain, Aszec, Gk e/ Opiations




E-23 (3)

RECRUITMENT PLAN FOR DISTRICT DIRECTOR VACANCIES

Recruitment

A.

B.

All recruitment efforts will conform to provisions of the
recent Merit Promotion Policy, SOP 33 35 1.

When a pending District Director vacancy becomes known to
a Regional Director, his first step is to look at the
specific office situation and deterpine any special factors
or skills which will be relevant to selecting highly-
qualified replacement candidates.

Next, the Regional Director will consider candidates on a
Repromotion or Reconsideration Roster prepared by the re-
gional personnel staff.

If no appropriate candidate is found on the Repromotion or
Reconsideration Roster, the Regional Director will consult
with the Director, Office of Personnel or his designee to
determine, jointly, if strong contenders exist within SBA,
er if outside recruitment is desired. The consultation will
include a review (with the Associate Administrator for
Operations) of those persons in the Executive Development
Program of the Agency, to determine if any currently are
ready for reassignment to the vacancy, or for automatic
consideration along with other candidates under merit
promotion procedures.

If a reassignment is to be made, the Regional Director

will initiate a SF-52 which will be forwarded to the
Central Office Employment Division. When a reassignment
is not undertaken, the 52 will specify recruitment "in
only"” or "in and out," and will describe any selective
placement factors and job related elements to be used in
the recruitment process.

If recruitment is to be internal only, the vacancy will be
posted throughout SBA by the Central Office Employment
Division.

If recruitment is to be "in and out," the following steps
will be taken:

ACTION BY WuOM

1. Vacancy posted throughout SBA. Central Office




ACTION (Cont'd) BY WHOM

2. CSC Senior Level open certification
requested or informal review of
candidates made. Region

Announcements sent to other
governmental agencies in local area. Central Office & Region

Announcements sent to professional,
minority ant women recruitment
sources locally. : Region

Same as (4) for national sources Central Office
Review of applicant supply files. Central Office

Direct referrals obtained from key
leaders in banking, business or other
community functions. - Region

Display advertising in local papers

using display type ads on financial

pages. (This step is done at the

option of the Region.) Region

CSC executive inventory informal

search conducted. (This step is

done at the option of the Central

Office Employment Division. 4 Central Office

Consideration and Evaluation

A. Basic qualifications will be reviewed based on the
revised qualification standard of July 5, 1974, e. g.
residency will not be a factor.

Provisions of Special Notice No. E-16A "Rpplication From
Political and Other Sources" will be complied with.

An ad hoc panel system will be used for determining best-
qualified.
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FISCAL YEAR 1972 ACCOMPLIS!“IENTS

In Fiscal Year 1972, the Officc of Personncl completed the following:

1. Pavroll and Personncl Emplovee Records 3ystem (PATER).
Finalized tho desien and implemented the personnel segment of the
sutomated PAPER system. :

.- 2. Special Emphasis Recruitment Prosram for Women. We have
appointed nine women Co senior level positions and have one appointment
pending. In addition, we have promoted four, with two pending, into
these positions. Placement of women in senior level positions was
restricted beczuse of reduction in staffing by five percent and the
need to reduce rhe Agency's average grade level.

3., Field Evaluation. An evaluation team conducted personnel
management reviews of four regions; Region I (Boston), Region II (New
York), Region IV (Atlanta), and Regicn V (Chicago). We also implemented
findings of CSC's evaluation of Region III (Philadelphia).

4. Upward Mobilitv. The Civil Service Commission approved an
uvpward mobility training agreement. We have received approximately
110 applications from employees who are interested in participating in
the program. Interviews have been conducted with 70 employees and
88 supervisors.

5. Traininz Aerecment for Dizftal Computer Operators. The Civil
Service Comnission approved a training agreement specifically designed
to provide cowputer operators and keypunch operators with the means of
‘entering the computer programmer career field, one which has been
closed to most of them in the past.

6. Carcer Intern Program. Developed a‘com»>rehensive Career Intern
Program which will superscde the Management Intern Program.

7. 'Financial Assistance Training. A financial assistance training
program has been developed and Phase I has been completed. Phase I
involved meetings of all regional and district chicfs of financing
and loan administration and all community economic development (CED)
regional chiefs and district CED personnel to raview goals, policies,
procedures, changes, and other topics relative to improving SBA
operations. They also examined technical training nceds of their staffs
and completed a preliminary assessment of the magnitude of thase needs.
In Phase 1I, the chiefs will return to their rezions and develop training
programs to mect the identified training needs.

8. Persommel Manazement Workshon for First Leve! Suvervisers. The
Personncl Management Workshop, which is a required training ccurse for
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first level supervisors has been extended two days to include three
progranms; Upward Mobility, Alcoholism Program, and Equal Ewployment
Opportunity. :

9. ‘Exccutive Dewelos=ant. Revicwed uxecutive development guidance
from the C.vil Service Commission and the Office of Management and
Budget and {traunslated it into a proposcd program for SBA.

e 10. Training Courses. During fiscal year 1972, approximately
. 3300 employces received intra-agency training, 1100 inter-agency,
and 60 out-service. k

11. Reduction of Averase Crade. Developed the Agency: plan for the
reduction of average grade in compliance with Office of Management and
Budget Circular No. 72-4. Agency grade was ieduced from 9.17 on

June 30, 1971 to 9.11 as of May 27, 1972, despite the fact that
restrictions on hiring plus a 5% reduction in staff made even this
reduction very difficult to meet.

12. Lloan Specialist Study in Recion III (Philadelphia). 1In
response to a Civil Service Commission requirement to review the grade
levels of our field loan specialist position, a study of this occupation
was conducted in Region III and a report was made to the Commission.

As soon as we receive their reaction, we will require a similar study
to be made in the other nine regions.

13. Procurement Center Popresentative and Certificate of Compotency
(COC) Positicn Studv. In response to Civil Service Commission criticism
of the grade levels of field Procurement Center Representatives and
COC specialist positions, we required all regions to review their
positions from a classification point of view and send their findings
to the Central Office. This phase has been completed. An evaluation
of these positions and a response to the Ciwvil Service Commission is
now being prepared.

14. Joan Closing Assistant Positions. Standard position descriptions,
i.e., staff guides, were developed and sent to the ficld for Loan
Closing Assistant, GS-7, positions. This position provides promotional
opportunity for incumbents of miscellanecous documents examiner positions.

15. Personncl Manarement in Disaster Operations. wo projects
were completed to improve personnel management in disaster offices. A
package of standard position descriptions which provide the maximum
flexibility in position management was developed. Approval was also
obtained from the Civil Service Commission to extend our disaster
appointing authority from six months to two years without prior approval
of the Comaission.




290

"16. Labor-Manasement Relations., A formal contract was ncgqtiated.
between Central Office management and the local union. Plans have
becn completed and a schedule established for a series of labor-managemecht
leminars'to be held in cach region.

17.° Alcoholism Proeram. For the first time in the Agency's history,
a program was devcloped to cmphasize the rchabilitation rather than the
punishment of alcoholism. This includes the development of a policy
_statement, procedurcs, and a,supervisory training course.

18, Occupational Safety and Health Program. A new occupational
safety and health program has been established in the office.

19. Interpovernnmental  Personnel Act. Implemented Title IV of
the Intergovernmental Personnel Act of 1970 which permits the assignment
of Federal employees to state and local governments and to institutions
of higher learning for periods up to two years without loss of employee
rights and benefits. Federal agencies may also arrange for statec and
local government cmployces to serve them for similar periods. Currently,
an agreement is being negotiated in order to assign one SBA employee
to the State of Arizona.

.

il.
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i =AT100 SMALL BU~INESS ADMINISTRATION iprl

!
{ OFFICE OF PERSONNEL

SUMMARY OF SIGNIFICANT ACCOMPLISHMENTS, FISCAL YEAR 1973

Organization and Position Management

Reduction in Average Grade. The average grade of permanent, full-
time employees was reduced from 9.10 as of June 30, 1972, to

8.92 as of June 30, 1973. The Agency's goal for the end of the
fiscal year was 8.97.

Position Classification Titling Guide. A position classifica-
tion titling guide was developed for Central Office and Regional
Office classifiers. There are approximately 451 different posi-
tion titles now established in the Payroll and Personnel Employee
Records System (PAPER).

Position Description Guide. A guide was developed for Regional
Administrative Officers and classifiers for use in submitting
classification requests for positions in grades GS5-13 and above.

Manpower Allocation and Control. An SOP was drafted to provide
a more effective means of controlling authorized personnel ceil-
ings and the number of permanent on-board employees. Ceiling
information'will be maintained and updated by the Organization
and Position Management Division.

Reorqanizations. The regional offices are in the process of be-
ing reorganized. .District offices are being established in

cities where regional offices are located. Reorganizations were
made in the Central Office in the following organizations:

(1) Associate Administrator for Operations, (2) Associate Admini-
strator for Finance and Investment, (3) Office of Personnel,

(4) Office of Management Systems, (5) Office of Budget and Finance,
and "(6) Office of Audits and Investigations. =

PAPER System, The incentive awards and health benefits programs
and severance pay were programmed into the computer and will be
automated in July, 1973.

Procurement Center chrcecnfalive, Certificote of Competency
Specialist and Loan Specialist Position Studics. Studies were
completed of these positions in the field at the request of the
Civil Service Commission, and the final report was submitted to
the CSC.
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Emp loyment

Special Employment Programs-(Central Office) i ' i

e =inedre: Fellowship Program: - Ninerstudents were hired under.-this iudeerd o
- program. It is designed to provide summer and vacation
k employment for outstanding high school seniors who plan to
attend college and need employment in order to pursue their
education. 5

Wharton Public Policy Fellowship Program.” Seven students of
the Wharton School of Finance, University of Pennsylvania,
were hired for the summer of 1973.

D.isadvantaged Youth Program. Twenty-three disadvantaged
youths were hired as summer aids.

Reqular Summer Employment. Nineteen reqular summgi_emp1oyees
were hired.

Federal City College Cooperative Education Program. An
accounting student was employed under this program. This is
a cooperative education program in which a student works
full time for the Federal Government, for a period of six
months, to gain practical experience related to his course
of study.

Upward Mobility. A Policy Statement and an SOP were developed
and issued to field offices. Eight persons in the Central Office
were assigned to Upward Mobility positions.

Merit Promotion Plan. The Merit Promotion Plan was revised and
a draft was submitted to all supervisors and the unions for com-
ments. All employees were informed of the proposed changes and
invited to sumbit their comments to the unions or Office of Per-
sonnel by August 1, 1973. 7

b |

Training

*Training Cnurseﬁ

- SBA Participants. 1098 employees participated in formal train-
ing courses. 856 employees received intra-agency training,
125 attended interagency courses, and 117 were enrolled in
out-service sessions. ;

Effective Supervision Course. A new course was designed for
first-level supervisors., Two courses were held in Silver
Spring for employees from Regions 1, Il1, 111, IV, and those
in the Central Office. One was conducted in Kansas City for
employees of Regions VI and VIIl, and one in’San Francisco
for employees of Regions IX and X.
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1<;Mu;roa-cn Interviewing for Results Course. Courses were conducted:int iCurs:
s Silver Spring, New York, Dallas, Hartford, Boston, Concord,
- Seattle, and Portland. =

Self-Study Technical Tralning. Programmed instruction courses
were developed for Loan Servicing Assistants. A Pl course

was also designed for loan processors to promote lender parti-
cipation. A pilot test of the latter course vas made by two
loan officers in the Washington, D.C., District Office. As

a result, revisions are being made and it will be completed
and distributed in the first quarter of fiscal year 1974.

Optical Character Recognition (OCR) Training Course. OCR
equipment was installed in the Central office to replace
keypunching as a method of entering data into the Agency
computer system. Six training courses were conducted to
familiarize Central Office and field personnel with new
OCR procedures. T

Correspondence Courses. Arrangements were completed with
several Federal agencies to permit SBA employees to enroll
in correspondence courses in a variety of subjects.

Orientation Course. An orientation course, designed for new

employees in the field offices, and including 200 visual

aids, was prepared and distributed.
Career Trainee Program. This program is a forerunner to the
Agency's Career Management Program and will replace the Career
Intern Program in FY 74. 102 positions were identified in the
field offices as being appropriate for hiring at the trainee
level, grades GS-5/7. During fiscal year 1973 under the Career
Intern Program, seven interns completed orientation in the
Central Office program and support offices and were assigned to
the following field offices: two in Boston, one in New York;
one in Atlanta, two in San Francisco and one in Los Angeles.

Executive Development Program. The new Executive Development
Program was approved by the Administrator and a Policy State-
ment and SOP were issued. The Executive Manposer Resources

Board selected 23 candidates as participants in the program. The
first Executive Development candidate was selected for attendance
at the Civil Service Seminar Center in Berkeley.

Civil Service Executive Seminars. Twenty-two employees attended

seminars. Four women (one of whom is minority) and five minority
males were participants. Nineteen space requircments for fiscal

year 1974 were submitted to the Civil Service Commission.
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.~ +=rs « Financial Assistance Career Program. A program for this:career ":. h i
"o Peaigns field was developed and a-final draft submitted to regicnal»* oiaft svbe !
and Tentral Office personnel for comment. h

Employee Relations

- Labor-Management Relations. Ten Labor-Management Relations semi-
nars were conducted for regional and district office personnel
responsible for the labor-management program in thelr respective
areas. Four new union contracts were negotiated and two were
renegotiated

Intramanagement Communication and Consultation. As required by
section 7(e) of E.0. 11491, a system of intramanagement communi-=-
cation and consultation with supervisors, or associations of
supervisors, was established.

Incentive Awards. The Seventh Annual Awards Program was held

in September 1972. 597 employees were recipients of awards in
fiscal year 1972. There were 353 Quality Step Increases,

95 Outstanding Performance Ratings, 96 Special Achievement,

5 Gold Medal, 7 Silver Medal, and 41 Agency Honor awards.

The William A. Jump Memorial Foundation selected an SBA employee
to receive its 2L4th annual award which recognizes outstanding
service In the field of public administration.

Personnel Policy and Evaluation

Field Evaluations. A joint CSC/SBA team conducted evaluations
of personnel management in Regions V11| (Denvar), VI (Dallas),
VIl (Kansas City), X (Seattle), IX (San Francisco), and 111

(Philadelphia). A self-evaluation plan was developed for the
regions and is expected to be operational in fiscal year 1974,

-

Office of Personnel EEO Plan of Action. For the first time, a
formal EEOQ plan of action for the Office of Personnel was prepared
and & quarterly evaluation system established. A plan for fiscal
year 1974 was also formulated.
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‘PART TWO: OFFICE OF PERSUNNEL

SUMMARY OF SIGNIFICANT ACCOMPLISHMENTS, FISCAL YEAR 1974

Poslition Management Studies In the Central 0fflce

Pos|tion management studies were conducted In the following Central
. Office organizational segments:

- Collection Activities Branch and Data Automation Branch, Denver
“Flscal 0ffice, Office of Budget and Finance

Reports Management Division, Office of Management Services
0ffice of Portfolio Review, AAF & |

Liquidation Section, Accounting Branch, Office of Budget and
FInance

Assistant Administrator for Management Assistance

Public information function under the Assistant Administrator for
Fongressional and Public Affairs :

SBA Print Shop
- Procurement function, Administrative Services Division

Position Management Studies of Field Positions

The following studies of field positions were conducted and current
status or result Is indicated: )

- The Loan Specialist occupation which resulted in criteria to
differentiate between the GS5-11 and GS5-12 levels.

The Procurement Center Representative occupation which resulted
in published grade level criteria.

The Certificate of Competency specialist occupation which resulted
in published grade level criteria. .

The Public Information Officer occupation which resulted in published
grade level criteria.

The reestablishment of the technical services/appraisal function
which resulted in a report for consideration by top management.

Attorney positions which has resulted in a draft of grade level
‘eriteria.

8(a) Program positions which has resulted In a report which is now
being considered by management.
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Surety Bond Program positions which resulted in a report pre-
pared in draft form. ;

Reorganization

Assistance was provided to management in the implementation of the
following reorganizations:

- Realignment of the total field position structure Including
development of functions, on-site guidance in personnel adjustments,
and training programs for new functions. ~

Realignment of the Assistant Administrator for Minority Enterprise.

Three reorganizations of the Associate Administrator for Finance
and Investment.

Two reorganizations of the Associate Administrator for Procure-
ment and Management Assistance.

" Establishment of the Assistant Administrator for Management
Assistance.

Realignment within the Data Management Division.
- Realfgnment within the Reports Management Division.

Automated Personnel System

The Personnel Organization Roster was refined and purified.
Guidelines to correct errors were developed.

Table showing position title codes was revised to reduce time
needed by coders of personnel actions.

Systems changes were made to produce warnings to ensure that:

(a) Employees do not work beyond the time limits specified in
their appointments. *

(b) Employees are not credited with time in a LWOP status toward
a within grade increase.

Key Position and Executive Recruitment

Staffing of GS-13, 14, and 15 vacancies in the Regions received top
priority during the fiscal year and a total of 359 such positions were
filled. (258 in the regions and 101 in the Central 0ffice). Numerous
measures were instituted to Improve the effectiveness of regional
recrul tment:

- Recrul tment operations and control were assigned as a full-time
responsibility to a single senior staffing specialist assisted by
a professional trainee and two full-time clerks;
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In-depth discussions with the Chief, Senior Level Section, CSC
were held to determine better ways and means to expedite staffing
of positions; i

‘Memoranda were sent to Regions outlining more effective procedures
and Increased responsibilities for greater success in staffing
G6S-13 and above positions;

Permanent repromotion rosters were furnished to Regions to reduce
time-lags in recruitment;

Increased telephonic contacts were made with Regions to keep them
Informed of recrulitment progress;

Security-designations of two positions, ARD/A and ARD/MA, were
reevaluated thereby eliminating the full-field !nvestigative re-
quirement and reducing considerable lag time.

Merit Promotion Program

‘The new merit promotion program was implemented in the Central Office

on June 23, 197k.because of labor contract provisions. It will be
implemented in the field on July 29, 1974. Through use of employee
self-applications, annual performance appraisals, and job-related elements,
it is expected to materially reduce processing time affecting new appoint-
ments or promotions.

Finance & Investment Career Program

This career program which became operational In May 1974 is designed

to provide a cadre of highly qualified candidates for any given mid-
level and senior-level position nation-wide. The program streamlines
normal staffing procedures and requirements otherwise associated with

a merit promotion program e.g. vacancy announcement time, qualification
rating, etc.

Effective Supervision

Five courses were conducted and 130 employees satisfactorily completed
this five-day supervisory-development program.

Federal Personnel Administration Career Program

This Government-wide program was developed and is now being Implemented
among the personnel specialists throughout the Agency. Special emphasis
will be placed on the continued development of technical skills among
personnelists. Cross-training, whenever possible, will be encouraged.
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Video Tape System

An Agencywide video tape system was approved. Equipment is now being
delivered to Central and field offices. A studio for professional pro-
duction of training programs, speeches, etc., is being installed in the
Silver Spring Training Center. Delivery of equipment to field offices
(record and playback capability to regions; playback to districts) is
now in progress and should be completed by the end of October 1974. The
total system will be operational by January 1975.

Personnel Management for District Directors

Development of a 2% day program on personnel management for District
Directors was initiated. The course will be ready for presentation
by September 1, 197h.

Personnel Administration Conference

The Personnel Conference for all ARD/A's and field and Central Office
personnel specialists was conducted at the Training Center on May 6-8.
The purpose of the conference was to increase the personnel management
capabilities of the participants through comprehensive skills orien-
tation sessions.

Executive Development Program

108 employees were enrolled in this program this year. 69 of those
reporting have received some type of developmental training (classroom,
details, "acting' roles, et:.,{. All of the GS-15 enrollees completed
a two-day assessment workshop conducted by Leadership Systems, Inc.

Labor Relations

A new Central Office labor contract was negotiated embodying greater
flexibilities for management.

Incentive Awards

During FY 1974, 83 employees received Outstanding Performance Ratings,
L5 were given Speclal Achievement Awards, and 70 received Quality
Step Increases. 11 employee suggestions were adopted.

Y'Special Notice'' System

The Office of Personnel implemented a uniform system for distributing

to the field, and for use in the Central Office, all staff guides,
qualification standards, and any other guidance or instructions not
included in the SOP system. These issuances are called "Special Notices"
and are used only for instructions which are applicable on an SBA-wide
basis. The normal distribution is to Assistant Regional Directors for
Administration, Regional Personnel Offices, Assistant Administrator for
Administration and Associate Administrator for Operations. When appro-
priate a wider distribution is made. 55 Special Notices were Issued;

8 were cancelled. :
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Standard Operating Procedures (SOP's)

Two new SOP's were prepared and published: SOP 32 52, Delegations of
Personnel Authority; and SOP 33 12, Position Management Program,to assure
the most economical and effective use of position structures.

SOP 33 35 1, Merit Promotion and Placement Program, was completely
rewritten and will become effective on July 29, 1974. SOP 36 30 1, Leave,
was rewrltten and is ready for printing. This SOP contains a new chapter
on’ the restoration of forfeited annual leave and many other substantive
changes, resulting from the recent passage of legislation governing the
administration of annual leave.

Revisions were to the following SOP's: AOP 33 16, Disaster Personnel
Authority; SOP 34 11, Upward Mobility Program; SOP 34 51, Incentive
Awards Program; SOP 37 71, Employee Complaints, Grievances and Appeals;
SOP 33 00 A, Recruitment and Appointment; SOP 34 30, Performance Evalua-
tion; and SOP 35 30, Occasional Overtime and Hol iday Work.

Approximately 57 regional SOP's, concerning personnel management, were
reviewed for conformity with FPM and SBA policies.

Personnel Management Program Planning and Review

The SBA Personnel Management Program for FY 1975, which lists the per-
sonnel management program goals and objectives that are to receive
priority attention within SBA during the coming year, was published on
April 1, 1974. Each region has developed a similar program document

based on local program needs. During FY 1974, quarterly personnel manage=
ment program status reports were furnished to management officials in

the Central Office and in fleld activities.

Personnel Management Program Evaluation

- On-site evaluations of personnel management were conducted in six
regions - | (Boston); Il (New York); IV (Atlanta); V (Chicago);
VI (pallas); and VIII (Denver).

On-site guidance and assistance-to the personnel staffs of all
regions reviewed during FY '74 was provided in:

a, Recognizing and using the flexibilities built into the Federal
personnel system.

Regulatory compliance to be observed on staffing, classifica-
tion and adverse action cases.

Providing Central Office viewpoints and rationale on SBA
personnel policy and procedures.

Assessing and making recommendations to improve the field's
self-evaluation programs to assure accomplishment of stated
personnel objectives for FY '74.-




Developing a close and mutually respected working relation-
ship between SBA regional personnel staffs and their counter-
parts in local CSC offices.

The capability of the field personnel staffs was developed by
including four regional personnelists as full team members on
evaluations of personnel management in other, regional offices. This
provided them the opportunity to learn how to self-evaluate their
own programs and receive first hand knowledge of what constitutes

a top flight personnel program both in the viewpoint of the Central
Office and the CSC.

An awareness and a better understanding of field personnel operations
was developed by including Central Office personnelists on evalua-
tion teams. This fiscal year four Central Office personnelists

have benefited from this participation.

Assessment of Field Personnel Programs

The first evaluation cycle from June, 1971 through March, 1973,
emphasized personnel management problem identification with compre-
hensive evaluation reports and corrective action for all ten regions
to provide us with a "handle' on field personnel programs and
personnel staff capabilities.

The second evaluation cycle which began in May, 1973, and will end
in November, 1974, is geared primarily toward total personnel pro-
gram improvement in the regions once the problems identified during
the first cycle are resolved. Only achieved a |imited amount of
success with this second phase of the evaluation program due to

the following:

a. .Only five of the ten regional personnel offices have been fully
staffed during this cycle.

When: fully staffed (by ceiling allocation) some regions do not
appear to have the manpower to fully administer all personnel
programs. Many field personnelists are required to cover a
variety of field personnel programs which limits their activity,
at best, to the day-to-day processing of personnel actions

with very little time for program development, implementation
and/or improvement.

Given the clircumstances mentioned above, the regional personnel

staffs have made progress in the area of personnel program improve-
ment but to arrive at total program improvement and to increase
delegated personnel management responsibilities will first require

a study of the current and projected capability and staffing of

field personnel offices. Such a study is programmed for early FY '75.
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SIGNIFICANT PLANS AND ACCOMPLISHMENTS-FISCAL YEAR 1975

The establishment of a video communications network linking
the field with the Central Office and increased managements/
supervisory training utilizing this network.

The development and implementation of a 2% day personnel
management training course for District Directors.

Staff assistance visits to District Directors and field
propram managers by the AA/A and Director, Office of Personnel,
to amprove their personnel management capabilities.

The establishment of a program aimed to achieve full personnel
delegation to the field through grade GS-15 and to render
increased staff assistance to the field personnel program.

The implementation of a neb merit promotion plan designed to
expedite the filling of positions with better quality candi-
dates.

Increased emphasis on on-site executive recruitment and the
staffing of positions on a planned basis.

The development and implementation of a Management Assistance
Career program.

The conduct of on-site personnel management surveys in
six regions (3 completed).

Implemented.




. “'Mr. Bernard Rosen
1 -Executive Director . '

. 4

" V. 8. Clvil Sexvice C?ﬁ'lminion
':19-00 E Street, N".V‘ -l s ‘:_..‘ 3 A
2 Washington,” D.C." 20416 °

"7 Dear Mr. Rosen: 23

e L A Y A e 4 e YA AR R A e Tl

.’ _Th.la-letier. {s in response to the CSC report on Allegod Political =
-, Influence in Parsonnel Actions in the Small Businees Adrainistration,
o .which was roceived August 19, 1574, } : LM ER DI U AGE

-

T¥a

“'As T am sure Azsistant SBA Administrator for Administration Coleman

- - made quite clear at a meoting with representatives of the Commission

<" {n connection with this letter, the Agency and I want to cooperate

“" fally in correcting or Improving those procedures found to be deficlent,

i.% or in installing proceduros pot heretofore prescribed by the Commisaion.

73 Having said that, I want to stress that 1 am not necessarily agreoing _

:#" with the Commission's {indings on specific personnel actionn discusoced -

.+ .in the report, partictlarly ‘since some of thece matters involve my = -
= office and the Commission's investigators did not even deem |t ¥

" appropriate to interview me. o ke O B

<~ ~With respect to requlred action No. 1, Attachment No. I (Recruitment

. Plan for District Director Yacancies) represoats the improved pro-.
" cedure to be followed by all Agency personnel in filling SBA District

~x+;Director positica VACARCIOBew cm e R = ,»H_‘, 1

With respect to required action No. Z, ‘a.thorough review has been

7.0 conducted of all appropriate SBA policles concerning recruitment 2rd '’

. ‘staffing.” These include SOP 32 52 Delegation of Personnel Authority,

. 50P 33 00 Recrultment and Appointment, SOP 32 05 Executive
_Assignment Board, SOP 33 35 1 £BA Merit Promotion and Placement

. Program. This reviow reveals that persounel laws, merlt priociples,

i« related executive orders and CSC rules, regulations and policies

...«established by the Agoncy have becn previously, cleariy set forth

- (Attachment No. 2). .In zddition to the aforementicned basic policy

I . guldance, the Agency has continuelly kept appropriate officiale -

"
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Informed of their responsibilities under the merit system.
Attachments No. 3 (pamphlet entitled:’ The Federal Manager's
Responsibllities Under the Merit System, April 23, 1974 and -
Special Notice, subject: Guidance Regarding Appointments to?.
the Fedeoral Service, April 15, 1974) are current examples.

Other positive steps that were under way prior to our receipt of
your report was the development of a two and one-half day
Personnel Management Institute for District Directors. The

first session for 12 District Directors began September 24, 1974.
A significant part of this Institute concerns their responsibilities
in adhering to applicable laws, CSC regulations and SBA policy
governing the recruitment and selection ol employees. The
Assistant Administrator for Administration and the Director,
Office of Personnel are scheduled to begin a series of conferences
in October with regional management. The purpose of the con-
ferences is to improve the understanding and acceptance of correct
poraonael mmgement practices.

iatzlel

Attachment No. 4 (SOP 32 00 Personnel Management in SBA)

is a draft SBA policy, soon to be published, which in one policy
document explicitly assigns reeponeibility, assigns the necessary
oversight with respect to that responsibility, and states clearly that
necessary corrective action and/or disciplinary action will be taken
when violations ol apprc;priate Agency pollcy. CSC regulations and
laws occur.

With respect to corrective action No. 3, Attachment 5 (Consideration
of Outeide Applicants for Vacancles) will be issued under the Office
of Personncl's Special Notice System to managers, supervisors

and personnel staffs throughout the Agency and will govern the
receipt, consideration, processing and disposal of applications for
employment. This will assure strict compliance with the Agency's
Merit Promotion Program SOP 33 35 1, Section 7.1 of CSC Rule 7;
Bection 4.2 of CSC Rule 4; 5 USC 3393; and EO 11222, Part IV
Section 403(c).

With respect to corrective action No. 4, Attachment No. 6 (draft
Speclal Notice, subject: Clarification of Grade Level Evaluation
Method and Criteria for District Director Poeitions) will be Issued
in a few days and will assure that the grade levels assigned to




P A L i Bl WA N W e T M TR TR T T TS 1Y et Bl T
Jojerysfurupy
oryy *3 swwoyL
&

s

*4{oz85u15

i ‘o oung Aq pajerdwod o I Aauofy oqy UlyIla suojjisod 1032021 i
1143917 11 JO ajsijeun TOJITNILAD UY - *SPITPUEIS TOINEIFISAE]D uopsed -, -« -
jueas(ax WIm eourfduuos 3211319 Uj 2% guoljjrod 20300217 21NN T

ar




U.S. SMALL BUSINESS ADMINISTRATION
WasHingToN, D.C. 20416

OFFICE OF THE ADMINISTRATOR

Honorable Henry M. Jackson

Chairman

Commi e on Interior and Ifsular Affairs
United States Senate . -
Washington, D. C. 20510

Dear Mr. Chairman:

I am pleased to answer the question of Senator Abourezk
whic you forwarded to me with your letter of October 3,
1975. My answer is provided in the same spirit, and with-
in the same limitations, as those which I have previously
submitted concerning the Department of the Interior.

Cooperation with Missouri Basin Systems Group

QUESTION: The Interior Department since the early 1960s
has cooperated with the consumer-owned systems of the
Missouri Basin in establishing the Missouri Basin Systems
Group, a power pool, and by working out mutually beneficial
arrangements by which the power developed by the consumer
systems has been integrated with the Federal power and
transmission systems. As Secretary, will you work to
continue and improve these relationships to help provide
the cxpanding needs cf these systems?

ANSWER: As Secretary, I would work to continue to improve
and expand such arrangements with all the consumer-owned
systems in the Missouri Basin as well as other power marketing
areas.

Sincerely « /7

ZYY\L /" ;‘&L--"
Thomas S. Kleppe
Secretary-Designate
Department of the Interior
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Memi of the Committee, my name is Arlie Schardt and
Executive Director of the Environmental Defense Fund (EDF).
2DF is a coalition of scientists, attorneys and other citizens,

with a national membership of some 50,000 persons. Our role

to bring scientific data and legal action to bear on environmental

proble
concerns about the direction of America's natural
resources policy, and the importance of the post of Secretary
of Interior, have been the subject of detailed comments to this
Committee in recent hearings. For brevity, I would only
summarize those comments and their relevance to the present
candidate.
We are at an historic point in the history of the Department
nterior. The decisions which will be made in the next few
months and years will determine for generations our ability to
and our finite world, its resources, indeed our guality of
osophies which were valid in the past - that resources
exist to be exploited, that growth in consumption can be carried
on indefinitely - no longer apply.
The position of Secretary of Interior is vital to these

concerns and must be looked at in a new ligl In the past the




Department of Interior has been the familiar agent of natural
resource exploitation. The Department must be re

serve as the steward, the trustee of our public re

Secretary of Interior must be a person with proven unders anding
of and dedication to policies of conservation, in order to ensure
that our nation has a proponent of resource stewardship at the
highest level of government. The Executive branch already has

many high officials representing the interests of business and

industry. What is lacking in this administration is a balancing

voice for conservation, for the public interest. This voice should
be embodied in the office of the Secretary of Interior.

For these reasons we are disappointed at the ad stration's
nomination of Thomas Kleppe to this critical post. Mr. Kleppe
does not come from a background of natural resource management,
conservation policy or environmental experience. At a time when
the department needs redirection, Mr. Kleppe does not appear to
bring with him clear and constructive resource policies or
knowledge of where our policies should be directed. His record
as administrator of the Small Business Administration does not
reflect an eagerness to serve the broad needs of the full public
spectrum, or an understanding of the individual accountability
that adheres to every public official.

Such a nomination is all the more disappointing in view of

the many available candidates with strong environmental records,
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confirmation hearings of Mr. Stanley Hathaway. Finally we

hope that the questions will prompt considered answers from

candidate which will enable the Committee to evaluate his calibe

and fitness for confirmation. Thank you.
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3IS-ASTRCET & €
WASHINGTON, D C 20003

DALY FOUNDATION FOR WORLD PEACE
82 BEAVER STREET
NEW YORK. N. Y. 10008
OFFICE OF THE PRESIDENT (212) G4B-OTET

Sept.,27, 1975

Senator Henry M. Jackson, Chairman
Committee on Interior and Insular Affairs

Dear Senator Jackson:

My name is Harold Daly, President of the DALY FOUNDATION FOR WORLD PEACE.
I am originally from New York City but now a confirmed Washingtonian.

I have been a do-gooder lobbyist at the United Mations and Capitol

Hill for the past fifteen years, accepting no fees for my lobbying
services.

I, like you and Thomas S. Kleppe have given up lucrative business
positions to be a patriotic American.

like
I would/to go on record complimenting President Ford on his choice
in naming Mr. Thomas Kleppe as the new Secretary of Interior.

If we could obtain additional men like Mr. Kleppe to give up their
lucrative Corporation Chairmanships and agree to become members

of President Fords Cabinet or even assist President Ford as

patriotic Americans, I am sure we could bring this the greatest
country in the World out of this recession in this coming Bicentennial
Year.

Hoping you will confirm Mr. Kleppe as quickly as possible so he
can get on with his imﬁrtant work.

Wishing you continued good health,

siqqerely.

«fffé,»sm ol

,
“Haro aly, Presc;
DALY FOUNDATION FOR WORLD PEACE




' National Land for People

1758 FULTON, ROOM 7, FRESNO, CALIFORNIA 93721 (209) 233-4727

September 15, 1975

Sanator Henry Jackson, Chairman
U.S. Senate Interior Committee
Senate Office Building
Washington, D.C.

Dear Senator Jackson:

Our organieation works with small farmers and would-be small
farmers who desire to acquire wastern lands irrigated by federal
projects. According to the terms of two laws enacted by Congress
they should have access to these lands, but access is denied by
the lax policies of the Bureau of Reclamation and the Depart-
ment of Interior.

We believe that the confirmation hearings for a new Secretary of
Interior is an appropiate time to thoroughly air these lax
policies, for they are fostering -- in these heavily-subsidized
irrigation projects -- monopolistic economic conditions and un=-
democratic political conditions. It is our conviction that the
Secretary of Interior-designate should pledge to change these
lax policies or his nominaticn should be rejected.

-
At this time we are particularly concerned with the Westlands
Watar District in California. This district contains 600,000 acres,
the largest district ever furnished with subsidized irrigation
watar by the Bureau of Reclamation. The biggest landowner is
the Southern Pacific Railroad. It holds in this one district,
20% of the land, 106,000 acres, which equals a one-mile strip
of land, 170 miles long. 5P, the largest private landowmer in
California and several othar western states, got its properties
throgh century-old grants from the Federal Government. The
condition of these grants was that after the railroad was built,
SP was to sell the land to settlers for §2.50 an acre. This has
not bean done. Three years age an administrative complaint was filed
on this point with the Department of Interior. OUr group assumed
the plaintiff's interest this year. The Department has been
studying the matter. No answer has been given.

Wo have waited == those of us who want land =- for the Department
of Intarior to answer, Nothing.

Meanwhile, SP continues to reap the profits from these illegal
holdings. We belleve the new Secretary of Interior should act
immediately on this questicn, Evary new day of delay makes &
mockery of the law, of justice, of the Republic -- and most
importantly of our legal right to the land.

La tierra pertenece al gue la trabaja...
The land belonas to those who work it
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September

Hon. Henry M. Jackson

Chairman

Committee on Interior and
Insular Affairs

United States Senate

Russell Building

Washington, D. C. 20510

Dear Senator Jackson:

With deepening apprehension we have watched what seems
to be the drift of the Senate Committee on Interior and Insu-
lar Affairs toward the confirmation of the nomination of Mr.
Thomas 8. Kleppe as Secretary of the Interior.

I appreciate the official invitation of your Committee

to testify on this matter and I submit this statement for the

record in response,

We wish to be on record very clearly as recommending to

the Committee that it not confirm this appointment.

The position of Secretary of the Interior involves an
enormous public trust which should only be placed in the hands
of a public official who has proved his record beyond a shadow
of a doubt; Mr., Kleppe, whatever his merits, has no such
record.

The Senate Committee, in our opinion, has a responsibility
to Congress and the American people to reject unsuitable nomi-

nations to the post of Secretary of the Interior. It bas this

National Parks & Conservation Association, 1701 Eighteenth Street, N\W., Washington, D.C. 20009
telephone (202) 266-2717 printed on recycled paper




Hon., Henry M. Jackson September 30, 1975

responsibility, in our judgment, even if one unsatisfactory
appointment after another is presented to it, requiring one
rejection after another.

The Secretary of the Interior has, first of all, serious
responsibilities in the administration of the National Park
System, with which this organization is deeply concerned. We
need a better policy with respect to the management of conces-
sions in the National Parks, as you well know. We need better
protection for the roadless and wilderness areas in the parks
and more restraint in the construction of roads and internal
facilities of all kinds.

We need an across-the-boards federal policy to spread out
the visitation which is concentrated in the parks and to get
more of it into the National Forests, the public domain, and
the big reservoir areas.

We need a vigorous and determined effort to provide free
public transit inside the parks and paid public transit operated
by concessioners from the regions around the parks into the

parks. This kind of work can be led only by a Secretary of the

Interior with experience in the management of the federal public

lands and a very clear dedication on the record to the protec-
tion of the National Park System and the forests which also come
under his responsibility.

The Secretary of the Interior has serious obligations in
respect to the protection of wildlife. These responsibilities

became a focus of controversy in respect to the Hathaway




Hon. Henry M. Jackson September 30, 1975

appointment, and they are no less serious in respect to the
Kleppe appointment, if only because Mr. Kleppe has no signifi-
cant record in these matters,

The implementation of the Endangered Species Act, parti-
cularly at the moment in respect to endangered plants, is the
responsibility of the Secretary of the Interior. There is no
reason to believe that Mr. Kleppe has the necessary background
to administer this work.

Predator control on the public lands has again become an
issue, and it will be resolved only by a Secretary of the Interior
who is determined to protect the predators just as he has a
duty to protect all other wildlife on the public lands.

There is also the issue of the shift which has been taking
place in respect to the responsibility of the Fish and Wildlife
Service for the management of game ranges, transmission corri-
dors across wildlife ranges, and so forth, There is no justifi-
cation for management being turned over to the Bureau of Land
Management, and a responsible Secretary of the Interior can pre-
vent this change.

There is a very serious problem of mining in the National
Parks. Mining within the National Park System is an anachronism
and will not help in any substantial degree in the energy crisis.
Mining is now permitted in Glacier Bay National Monument, Death

Valley National Monument, Coronado International Memorial, Mount

McKinley National Park, Organ Pipe Cactus National Monument, and

Crater Lake National Park. It ought to be eliminated, but this
will be done only if the Secretary of the Interior takes the

initiative.




Hon. Henry M. Jackson September 30, 1975

There are grave issues of budgetary policy affecting lands
within the responsibilities of the Secretary of the Interior.
As you are well aware, the allocations from the Treasury into
the Land and Water Conservation Fund should be greatly enlarged;
there will be questions of the authorization and appropriation
of money out of the Land and Water Conservation Fund; and there
have been, are now, and will be, grave issues of the expenditure
of appropriations.

All of the resources management agencies in the Department
of the Interior need more money on the line now. These agen-
cies are protecting the capital assets of the American people;
unless what might best be referred to as the maintenance and
repair expenditures are made, these capital assets will be
impaired, far beyond any savings which can be effectuated by
tight-fisted budgetary policies. But the leadership in these
matters in terms of the relationship of the Department of the
Interior to the Office of Management and Budget and otherwise
must come from the Secretary of the Interior.

The new Secretary will have serious obligations in respect
to the selection of areas to be added to the National Park
System and the Wild and Scenic Rivers Systems. The Wild Rivers
System should be extended; for example, to protect the New

River in West Virginia. We need a Tall Grass Prairie Park,

the Congaree Swamp, the Channel Islands, the addition of Valley

Forge to the Historic Park System, and a great number of new
historic sites. The Secretary of the Interior should be pres-

sing now for the approval of the proposed Meeting House plan
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for historic preservation in connection with the Bicentennial;
this program might lend some substance to a Bicentennial celebra-
tion which may otherwise turn out to be nothing more than pomp
and ceremony.

The Alaska public interest lands need a strong protector

in the Secretary of the Interior. Eighty million acres of magni-

ficent wildlife, forests, and scenic couﬁtry are at stake. Most

of this land should go into the National Park or Scenic Rivers
System. The rest of it should go into the Wildlife Refuge System.
In both categories these units should be protected against hunt-
ing; the introduction of hunting, with the possible exception of
genuine native subsistence, into the great wilderness parks
within the Park System would be an intolerable blow to the inte-
grity of Park System management in all 50 states of the Union,
If hunting is to be permitted, it should be in recreation areas
where the practice has been established, but if lands are to be
classified as recreation areas then they should be protected
against mining and other commercial exploitation as most of the
National Parks are.

Under no circumstances should any of the public interest
lands be turned over to the U.S. Forest Service until the Forest
Service rescinds its give-away policies in respect to Alaska
timber. The Bureau of Land Management is not the agency to be
trusted with the protection of the public interest lands in
Alaska. These are just a few of the issues in respect to which

the new Secretary of the Interior must stand up and be counted.
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Hon. Henry M. Jackson September 30, 1975

At the moment, the controversy is deepening over the problem
of personnel levels in the National Park System, The heavy

increase in visitation in the National Park System last summer

shows that the pressures of overcrowding and traffic in the

System are not going to go away. Interdepartmental and inter-
agency programs must be developed for the dispersion of visita-
tion and for public transit. Comprehensive resérvation systems
must also be provided., But in addition, visitors to the parks
are entitled to enough rangers to protect their personal safety;
they are entitled to adequate interpretative services to explain
the parks and help them follow protective policies themselves;
and the American public is entitled to get adequate research done
by the National Park Service to make protection possible.

All of these public activities require public personnel;
they cannot be carried on by a Service crippled by an inadequate
number of people to do the job. But given the attitudes of the
OMB, the Service is not going to get the personnel it needs
unless we have a Secretary of the Interior who is determined to
fight for these things. And the same goes for the Fish and Wild-
life Service, the Office of Endangered Species, and the Bureau
of Outdoor Recreation.

While the NPCA is primarily concerned with the parks and
thereafter with forestry and wildlife, we are also deeply in-
volved in the conservation of all natural resources, including
mineral resources, and in issues like energy. We need not remind
you of the responsibilities the Secretary of the Interior has

with respect to the outer continental shelf, the deep seabeds,
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and the mineral resources of the United States.
Participation in the formulation of a deep seabeds mineral
policy, in the exploration and exploitation of the oil and other
mineral resources of the continental shelves, in the protection
of the oceanic fisheries, in the possible development of the
oil shale deposits of the west, in the utilization of the
immense coal resources of the west without destroying the land,
in the conservation of water supplies in areas being drilled
and mined, and in the formulation of a rational energy policy
(based on international interdependence, not an illusory inde-

pendence), all these authorities, which devolve upon the Secre-

tary of the Interior, and for which he has inescapable duties
to the American people, require training, background, experience,

and points of view which can be found combined in very few

people. It is a search for highly competent personnel to fill

this critical post which should concern the Committee; to be
satisfied with anything less than such high competence will mean
a failure on the part of the Committee to discharge its own trust
responsibilities to the American people.

The present Administration has a considerable number of
competent and dedicated public officials with the qualifications
of statesmen who could be appointed to the position of Secretary
of the Interior; we have recommended to the President that he
appoint the Honorable Russell W. Peterson, the Honorable Russell
E. Train, or the Honorahle Nathaniel P. Reed to this position.
Anyone of the three could discharge these responsibilities with

distinction. The only drawback, in our judgment, would be that
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all of them are practically indispensable in their present posi-
tions., But we are well satisfied that a careful review of poten-
tial nominees at the White House level or by responsible Senate
and House Committees could produce a significant list of excellent
choices from among present or former Senators and Congressmen,
present or former Governors, or persons in academic, scientific,
or business positions at present outside the government, but with
government experience.

We would be happy to support any action which your Committee
might wish to take in making recommendations to the President for
nominations which might have the wholehearted support of your Com-
mittee and the public service organizations devoted to the pro-
tection of the public interest in the conservation and utiliza-
tion of natural resources,

But we are strongly of the opinion that the Secretary of
the Interior must be a Great Conservator; he must be a man of
proved distinction and outstanding ability on the level of state-
craft if he is to qualify for this position.

As against such standards, the record of the present nominee
does not justify confirmation of the appointment.

With renewed thanks for your invitation to submit these
comments,
ially yours,

ek
ony Wayne Smith

7

i
-es}dﬁgt and General Counsel
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U.S. SMALL BUSINESS ADMINISTRATION
WasHingToN, D.C. 20416

OFFICE OF THE ADMINISTRATOR

Honorable Mark Hatfield
United States Senate
Washington, D. C. 20510

¥

4\
Dear Senator Hatfield:

While I believe that you and I have a complete understanding
as to my posture with respect to 0&C lands, I would like to
clarify any uncertainties that may have arisen in the minds
of others by reason of our exchange during the course of my
testimony before the Senate Committee on Interior and Insular
Affairs on September 23, 1975.

Throughout the confirmation process, I have been careiul to
make absolutely no commitments as to how I would decide
various substantive issues before the Department after I
have taken the oath of office. On the other hand, I am
pleased to state as clearly as I can what my present plans
or beliefs are.

With respect to 0& lands, I have no plans whatsoever to
reorganize or change the status quo.

Sincerely,

i
Thomas S§. Kleppe
Secretary-Designate
Department of the Interior

Al YV "

Hon. Henry M. Jackson V/
Chairman
Senate Committee on Interior
and Insular Affairs
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HONORABLE HENRY M JACKSON

CHAIRMAN OF THE COMMITTEE ON INTERIOR AND
INSULAR AFFAIRS

U § SENATE

WASHINGTON DC 20510

DEAR SENATOR JACKSON

I WOULD BE GRATEFUL IF MY COMMENTS BELOW REGARDING THE APPOINTMENT OF
THOMAS KLEPPE TO THE POSITION OF SECRETARY OF INTERIOR COULD BE ENTERED
IN THE RECORD,

I WOULD LIKE TO TELL OF THE EVOLUTION OF THE WATER BANK PROGRAM, NOW
FEDERAL LAW, WHICH TESTIFIES TO MR KLEPPE!S HMISTORY OF INVOLVEMENT IN
REGARD FOR ODUR NATIONS NATURAL RESODURCES, TMIS PROGRAM HWELPS RETAIN OUR
NATIONS WETLANDS IN THEIR NATURAL STATE FOR PROPAGATION OF WATER FOWL
AND OTHER WILDLIFE BY PAYING THE OWNERS OF THE WETLANDS FOR THEIR
GUARANTEE NOT TO DRAIN OR ALTER THIS PRECIOUS WILDLIFE HABITAT,

IN 1968 WHEN 1 WAS PRESIDENT OF THE NORTH DAKOTA ASSOCIATION OF SOIL
CONSERVATION DISTRICT, I WAS ASKED TO INFORM THOMAS KLEPPE, THEN U,8,
REPRESENTATIVE FROM NORTH DAKDTA OF THE WATER BANK PROPOSAL, A LONG

TIME IDEA OF THE NORTHW DAKOTA CONSERVATION DISTRICT, I DID THIS
INFORMALLY WHILE T WAS IN WASWINGTON ON OTHER BUSINESS, MR KLEPPE
IMMEDIATELY REALIZED THE IMPORTANCE OF THIS PROGAAM TO THE NATION AND
GAVE US FULL SUPPORT, AND DID IN FACT SPEARMEAD THE INTRODUCTION AND
PASSAGE OF THIS LEGISLATION, ON THE BASIS OF THIS RECORD AND MY OTHER
KNOWLEDGE OF MR KLEPPE 1 WOULD RECOMMEND THIS APPROVAL AS SECRETARY OF
INTERIOR,

ANDREW MDRK

DIRECTOR REC MOR GRAN SOU REC

DIRECTOR BASIN ELECTRIC POWER COOPERATIVE

DIRECTOR NORTH DAKOTA STATEWIDE ASSOCIATION OF RURAL ELECTRIC COOCPERATIV
E
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