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NOMINATIONS OF INSPECTOR GENERAL

MONDAY, APRIL 30, 1979

U.S. SENATE,
COMMITTEE ON COMMERCE, SCIENCE, AND TRANSPORTATION,

Washington, D.C.
The committee met at 10 a.m., in room 224, Russell Senate Office

Building, Hon. J. James Exon presiding.

OPENING STATEMENT BY SENATOR EXON

Senator EXON. We will call the hearing to order.
Today the committee is holding hearings on the nominees for

Inspector General of three agencies under the jurisdiction of the
Committee on Commerce, Science, and Transportation.
The nominees and their agencies are:
Mary Bass, nominee for Inspector General, Department of Com-

merce;
Frank Sato, nominee for Inspector General, Department of

Transportation;
Eldon Taylor, nominee for Inspector General, National Aeronau-

tics and Space Administration.
I am very pleased to see the three nominees here today. In just a

few moments we will ask you to make any opening statement you
care to make, and then there likely will be some questions from
the members of our subcommittee.
Each of these nominees will play a very important role, because

they will be serving as the first inspector general of these agencies
under the Inspector General Act.
In 1978 Congress passed the Inspector General Act because sever-

al congressional investigations, newspaper accounts, and criminal
prosecutions had demonstrated that substantial fraud and waste
were occurring in Government programs. Congress first created the
Office of Inspector General in the Department of Health, Educa-
tion, and Welfare in 1977. Although established only a short time,
the Inspector General of HEW has made substantial progress in
reducing fraud and waste in that agency.
I believe that Congress made the right decision in extending the

Inspector General Act concept to all major Government depart-
ments and agencies, including the three under the jurisdiction of
this committee.
The concept of the Inspector General Act is that the appoint-

ment of a high-level person who must answer only to the head of
an agency or the second in command of an agency will insure that
audits and investigations of fraud and abuse will not be scuttled or
aborted within the individual units of an agency. This will insure
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that abuses will be brought directly to the attention of the head of
an agency.
The law also insures the independence of the Inspector General

by providing that neither the head of an agency nor anyone else in
the agency shall prevent or prohibit the Inspector General from
initiating, carrying out, or completing any audit or investigation.
Finally, an Inspector General can be removed only by the Presi-
dent, who must state his reasons for doing so.

Currently, audits are carried out within the various operating
divisions of the agencies. For example, audits of the Federal Avi-
ation Administration are carried out by auditors assigned to that
agency. Under this system a situation can arise where the FAA
administrator could order the termination of an audit or investiga-
tion which might embarrass the agency.
I just want to say that I think that no plan is perfect. But I think

what we have attempted to do in the Congress by appointing
people to these very, very important duties that you have been
nominated for to carry out the will and the concern of not only the
Congress but the people of the United States. And in starting out I
just want to say I just can't tell you how important we think each
and every one of you are in the positions that we hope that you
will carry out, and expect you to carry out, with great dignity.
By centralizing the audit and investigations staff, the law in-

tends to allow the Inspector General to concentrate his efforts on
those programs within the agency which are most susceptible to
fraud and abuse. Centralizing the audit and investigation function
will also, of course, insure that the head of an agency and the
Congress will be promptly alerted to problems when they arise.
Congress is very hopeful, and I am very hopeful, that these

Inspector Generals can improve the effectiveness and the honesty
of Government—certainly, when honesty in Government is being
challenged again and again, almost every time you pick up a
newspaper, turn on your radio, television. Once again, I think we
are zeroing in on something that is very important to try and
improve the attitude of the people in general about not only the
Congress but the agencies over which we, for the most part, have
oversight authority.
So we are very pleased this morning to consider the nominations

of Mary Bass, Inspector General of the Department of Commerce;
Frank Sato, Inspector General of the Department of Transporta-
tion; Eldon Taylor, Inspector General of the National Aeronautics
and Space Administration.
In just a few moments I will invite each of you to make an

opening statement. But before I do that, I would like to call now on
one of my colleagues from our neighboring State of Virginia, Sena-
tor Warner, who may have an opening statement and maybe some
people to introduce.
Senator Warner.

OPENING STATEMENT BY SENATOR WARNER

Senator WARNER. Thank you, Mr. Chairman.
I am privileged this morning to have two of my constituents

before the chairman for the purposes of confirmation. I would like
to associate myself with your remarks. When I was Secretary of
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the Navy, we had the system of Inspector General. It worked very
effectively, and it was extremely useful to me over the period of 5-
plus years that I had the two top posts in the Navy Department. I
have said publicly, and I say once again, I commend the President
of the United States for pushing forward and adopting this concept
for the principal departments and agencies of the U.S. Govern-
ment.
Both gentlemen whom I introduce this morning have the good

commonsense, as I said, Mr. Chairman, to make their residences in
Virginia, and, as such, I am pleased to speak on their behalf.
Both have compiled long and distinguished records of public

service in the Federal Government, and both have received repeat-
ed honors and significant recognition for their accomplishments.
Mr. Sato, who comes before us as the President's nominee for

Inspector General of the Department of Transportation, has served
in the Department of Defense for almost a quarter of a century. He
is a certified public accountant and has risen through the ranks of
career civil service to the post he has held for the past 5 years as
Deputy Assistant Secretary of Defense—Audit. He is a 1953 gradu-
ate of the University of Washington in Seattle, member of the
American Institute of Certified Public Accountants, Virginia Soci-
ety of CPA's in its Northern Virginia Chapter, and is president-
elect of the Association of Government Accountants.
He has received numerous professional honors, including eight

separate annual outstanding performance awards from the Depart-
ment of Air Force and the Office of the Secretary of Defense.
He lives in Annandale, Va., where he is active in a wide range of

community activities; married, and the father of five children,
including one in high school. I am pleased to note one graduated
from William and Mary; one graduated from VPI; and two are
undergraduates at the University of Virginia. That is total support
of our educational system.
Now, Mr. Taylor, nominated for Inspector General of the Nation-

al Aeronautics and Space Administration, likewise has had a note-
worthy career in the Federal service. He joined the Office of Naval
Research as a civilian in 1949, served on active duty in the U.S. Air
Force from 1951-54. In the intervening years he has received two
degrees from American University in Washington, D.C.; served in
the Navy Department, NASA, and the Environmental Protection
Administration. And for the past 5 years, he has held the post of
Assistant Director for Administration of the National Science
Foundation.
Mr. Taylor is a member of the American University Honor Soci-

ety, American Society for Public Administration. He has been hon-
ored for outstanding professional achievements by each of the four
Federal agencies in which he has served.
He also lives in Annandale, is married, and has a 24-year-old

daughter.
Mr. Chairman, I am very pleased to submit these nominees to

the committee. Thank you very much.
Senator EXON. Thank you very much, Senator.
We will now proceed. This will be a rather informal type of

hearing, except that I do wish to invoke the 10-minute maximum
time limit for those making statements before the committee. That
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does not include the questions that might be asked. So I would
hope that in just a moment, when I call on each of you, you will
probably hold your remarks to no more than 10 minutes in selling
yourselves. If you can't do it in that time, you're probably going to
have great difficulty, in any event.
And then after that, the committee will certainly be open to any

testimony from anyone who wishes to give support or information
to the committee pro or con on the President's nominations.
We will start out with statements from each of you.
Mary Bass, we will start out with you, and then we will follow

with questions and answers from the members of the committee,
and, hopefully, we might be able to go through all three of the
nominees with your opening statements followed by general discus-
sion and questions.
So, Mary Bass, if you will proceed at this time.

STATEMENT OF MARY BASS

MS. BASS. Thank you, Senator Exon. I will be very brief in the
interest of economy and efficiency, your time and ours.
Your statement basically expressed what I think are the goals of

the Congress in having provided the Inspector General Act of 1978.
I am not only fully in accord with those goals, I am pleased and
honored to have been given by you the opportunity to be here
today to qualify myself for that position.
In my opinion, the act has done two very important things. The

first is—or three. The first is: By giving the Inspector General a
new stature and status with the Department, Congress has indicat-
ed to the public the importance that Congress has given to the
important audit and investigative role that the departments must
now, more than ever before, carry out. By giving the Inspector
General this stature within the Department, I think that the Con-
gress has attempted to guarantee, insofar as it can, the highest
level of cooperation and support within the agency for these impor-
tant goals of stopping fraud, waste, abuse, and inefficiencies in
Government.
I believe also that the reporting requirement that has been writ-

ten into the law will have a similar effect of achieving for these
important goals the necessary procedures and methods for the
success of those goals.
The reporting requirement will keep the Inspector General func-

tion in the eye of the agency. It will keep the Inspector General in
the eye of the public. And it will give, most importantly, to the
appropriate congressional committees the information that they
need so very much in these times to be able to exercise their
oversight function.
Third, there is a protection that is afforded for the employees

who will be given a new direction and a new ability to come
forward with complaints that they may have about the agency, and
to permit those to be heard and to be resolved.
I believe there are many employees in the Federal Government

and elsewhere as well who are troubled by what they may see
around them, but are not entirely certain about what they are
supposed to do when they see wrongdoing. These people commiting
these wrongs are often their colleagues, people they know. They do
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not feel that it is necessarily incumbent upon them to come for-
ward and to give to the public and to the agency the information
that is required to solve some of the problems that do arise inevita-
bly in an agency.
The whistle-blower protection role will be twofold. It will, first of

all, give people the feeling that they are supposed to be coming
forward to give the kind of information that will permit these
problems to be solved.
And second, and most importantly, it will give them the protec-

tion that they need in terms of their own job security.
I am looking forward a great deal, if I am confirmed, to working

within the Department on training programs, on programs that
will permit us to assess the vulnerability of our programs, to create
priorities so that we can get to the most important things first, and
to hopefully supply new elan to these functions which have been
too long kept in the back seat and now must come forward so that
all of our programs can be carried out in the best way for the
American people.
Senator EXON. Thank you very much, Mrs. Bass.
Senator WARNER. Mr. Chairman, while this nominee is not from

the Commonwealth of Virginia, she did have the courtesy to come
by and talk with me. I have had the opportunity to carefully
review her file, and I wish to indicate now my total support and
intention to vote favorably on behalf of the nomination.
As a fellow member of the bar, I can certainly look over your

dossier and see how you have achieved an extraordinary number of
accomplishments during your career—bearing in mind, and I say
this with sympathy and compassion, it has not always been easy
for a lady to achieve these accomplishments.
Thank you very much.
Senator EXON. Thank you.
Mr. Sato, we will proceed with you, then, at this time.

STATEMENT OF FRANK SATO

Mr. SATO. Thank you very much, sir.
I appreciate the opportunity to appear before the Committee

today. I am very honored that President Carter has nominated me
to be the Inspector General at the Department of Transportation.
I have been employed in the Department of Defense for the past

251/2 years, the last 14 years in the Office of the Secretary of
Defense.
During that time, I have been fortunate to have participated in

many different aspects of audit work, both at the field and Wash-
ington levels. I have seen the audit function in the Federal Govern-
ment emerge as a significant part of the management process over
the last 20 years.
The Inspector General concept continues this evolutionary proc-

ess by combining and raising the audit and investigation functions
to a level comparable to other senior management functions, there-
by assuring the degree of management attention necessary to
obtain corrective actions.
One of the key features of the act of course is the matter of

independence. Its importance to the Congress is clearly reflected in

45-546 0 - 79 - 2
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the safeguards embodied in the act. I fully support the need to
maintain the Inspector General's independence.
I also believe it is equally important to recognize that the Inspec-

tor General must assist management and work together for a
common goal of good management and yet be able to voice differ-
ences objectively and in a responsible way.

All of us in the public service ultimately are responsible to the
general public and our goals are generally the same. We have a
partnership to further the public interests.
I believe the Congress has been both progressive and highly

perceptive in passing the Inspector General legislation. I recognize
the high expectations of the Congress from the Inspectors General.
The responsibilities and obligations of an Inspector General are
unique and demanding.

If confirmed, I intend to serve the Government in general, and
the Department of Transportation in particular, by seeking more
efficient and effective ways to get the job done, working toward
preventing and detecting fraud, abuse, and error, and fulfilling the
mandate of the act to the best of my ability.
Mr. Chairman, that concludes my prepared statement.
Senator EXON. Mr. Sato, thank you very much.
Any questions?
Senator WARNER. No.
Senator EXON. Mr. Taylor, we will now proceed with you.

STATEMENT OF ELDON TAYLOR

Mr. TAYLOR. Thank you, Mr. Chairman.
I would like to particularly thank Senator Warner for those kind

words of introduction.
I am very pleased to have this opportunity to testify in support

of my nomination as Inspector General of the National Aeronautics
and Space Administration. I have provided biographical and other
specific information to the committee which I will not attempt to
duplicate here.
In this statement I hope to provide a brief summary of the

training and experience which support my qualification for the
position of Inspector General.
The Inspector General Act of 1978 identifies several specialized

areas of activity from which individuals are to be considered for
Inspector General positions. Examples include the fields of account-
ing, law, auditing, and public administration.
My entire adult life has been devoted to the study and practice of

public administration at the Federal level. I entered the Federal
service at the age of 19 as an accounting clerk with the Office of
Naval Research here in Washington, D.C.
In the decade that followed, I completed a tour of active duty

with the U.S. Air Force and occupied several accounting and budg-
eting positions as a civilian with the Navy Department. Also,
during this period I continued my academic study of public admin-
istration and received the Bachelor of Science degree from Ameri-
can University in 1959.
From April of 1960 through December of 1970, I was employed by

the National Aeronautics and Space Administration where I was
assigned to several managerial and budget positions.
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I was the Director of Program Review and Resources Manage-
ment in the Office of Space Science and Applications for about 8
years, and during this exciting period I participated in the plan-
ning and budgeting for all early-1960-70—unmanned space and
launch vehicle programs. In 1966, I received the Master of Arts
degree in Public Administration from the American University.
In August of 1970, I was detailed to the Office of Management

and Budget as a member of a small team dedicated to preparing
for the establishment of the Environmental Protection Agency.
When this agency came into being in December of 1970, I accept-

ed the position of Deputy Assistant Administrator for Resources
Management. This job included agencywide responsibility for ac-
counting, budgeting, and management reporting.
I transferred to the National Science Foundation in 1973 to

become the Deputy Assistant Director of Administration and in
1974 I was promoted to the position of Assistant Director for Ad-
ministration.
In summary, I have had the remarkable good fortune of chal-

lenging jobs with several Federal agencies at a time when they
were engaged in exciting and challenging missions. I am grateful
for these opportunities and I am honored to be nominated by the
President for Inspector General of the National Aeronautics and
Space Administration.
Senator EXON. Mr. Taylor, thank you very much.
[The biographical sketches and questions and answers follow]

BIOGRAPHICAL SKETCH OF MARY BASS

Name: Mary P. Bass. Maiden Name: Mary Ellen Popkin
Address: 435 Riverside Drive, New York, N. Y.
Date and Place of Birth: July 10,1935, Detroit, Michigan
Marital status: Divorced. Hyman Bass
Names and ages of children: Anne Roth Bass, 19; Ivan Philip Bass, 17.
Education: Mumford High School, Detroit, Michigan-graduated 1954; University of

Chicago, 1952-54, BA 1954; University of Chicago Law School, 1954-57, JD 1957;
Columbia University 1963-65, MLS 1965.
Employment Record: 1957-59: Jewish Family and Community Service, Wells

Street, Chicago, Ill., lawyer; 1960: Prentice-Hall, Englewood Cliffs, New Jersery (part
time), legal writing; 1961: Russell and Seifert (part time), 11 E. 44th St., NYC,
lawyer; 1966-68: Law Department, City of New York, 100 Center Street, NYC,
Division of Opinions and Legislation; 1968-69 (part time): Jeantet LePaull, lawyer,
Paris, France; Pierre Salinger, Paris, France, executive assistant; 1969-70: Office of
Collective Bargaining, 125 Broadway, NYC, Executive Assistant to the Director;
1970-71, Law Department, City of New York, NYC, Appeals Division; 1971-1972:
Law Department, City of New York, Chief, Education section of the General Litiga-
tion Division; 1972-73: Law Department, City of New York, Assistant-in-Charge,
Family Court Division; 1973-present, Board of Higher Education, City of New York,
535 E. 80th Street, NYC, General Counsel and Vice Chancellor for Legal Affairs.
Government Experience: See above.
Memberships: Bar Association of the City of New York, Committee on Labor Law;

Member, City College Research foundation; Member, Committee on Collective Bar-
gaining, National Association of State Universities and Land Grant Colleges;
Member, Advisory Council, Public Employment Relations Service, a not-for-profit
corporation.

Political affiliations and activities: Broadway Reform Democrats, member (dues c.
$20/annum). Financial contribution: Friends of Governor Carey, $50,1978.
Honors and awards: BA, with honors.
Published writings: I have written many briefs. They have been published only in

the legal sense.
Speeches: Speeches given to groups of college administrators on higher education

labor law; Bryn Mawr, summer 1977; University of Connecticut at Storrs, 1978. No
copies extant.
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Qualifications: I am qualified to serve. As chief legal counsel to the Board of
Higher Education, governing the third largest higher educational institution in the
United States, and as Inspector General of City University. I have had broad and
thorough experience in the legal, managerial, business and investigative problems of
a large government organization.

QUESTIONS OF THE COMMITTEE AND THE ANSWERS THERETO

Question. How many positions are assigned to the Office of the Inspector General?
Of these positions, how many are within the investigations unit?
How many of these positions are within the audit unit?
Answer. As of April 1, 1979, the Office of Inspector General positions are as

follows:
Authorized ceiling: Actual:

Audit  112 Audit  98
Investigation  20 Investigation  16

Question. Of those persons in the investigations unit, how many are lawyers?
Answer. None are.
Question. How many are former FBI agents or former agents of other federal law

enforcement investigative agencies?
Answer. None are former FBI agents.
Four persons were formerly with other federal agencies as criminal investigators.

Five were formerly with the Department of Defense or military services as investi-
gators.

Question. How many persons assigned to the audit unit are CPAs?
Answer. 29.
Question. What is the total number of budget accounts (as defined by OMB or by

the agency) within the agency?
What is the total budget of the agency?
Answer. The Budget of the United States lists 56 budget accounts for the Depart-

ment of Commerce. The total budget authority for the Department for 1979 is
approximately $2.5 billion.

Question. How many programs within the agency are scheduled for financial
audit in fiscal year 1979?
What is the level of funding for these programs?
Answer:

Scheduled financial and compliance audits for fiscal year 1979

Agency and assignment title: Millions

NOAA, Energy impact formula grants authorized through fical
year 1984  $50

Census, design and development of the decennial supplemental pay
system  300

MARAD, State Maritime Schools  2.85

In addition, the Office of Audits issued 1,361 contract/grant/loan reports for the
six months ending March 31, 1979, and we estimate that approximately 1,300 should
be issued for the remaining six months of fiscal year 1979. These reports related to
the financial aspects of more than 24 different programs; however, they were not
programmatic audits. The funding for all these programs is not readily available.

Question. Under the Inspector General Action Plan of your agency, how often are
audits scheduled for programs within the agency? (3-year cycle, 5-year cycle etc.)
Are the auditor positions assigned to the Inspector General adequate to meet this
goal?
Answer. Our policy is that the principal operating, administrative, and financial

programs and activities shall be audited and reported on a 5-year cycle, that is, at
least once during each 5-year period. The auditor positions assigned to the Inspector
General are not adequate to meet this goal; based on our current resources our
present audit cycle is estimated at 16.5 years.
The vulnerability assessment—indicating the vulnerability of programs within

the agency to fraud and waste—indicates that according to a GAO report on fraud,
grant programs are particularly susceptible to false claims, false statements, brib-
ery, and corruption. During 1979, it is estimated that about $700 million in grants
will be awarded by the Department of Commerce. The majority of these grant
awards will be by three organizations in the Department: Economic Development
Administration, National Oceanic and Atmospheric Administration, and Regional
Action Planning Commissions.
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Question. Page 31 of the Audit Plan indicates that information regarding unaudit-
ed awards of the regional commissions is "not readily available," and indicates no
information with respect to planning audits of the regional commissions. In light of
the statement contained in the vulnerability assessment, do you think this aspect of
the Audit Plan is adequate?
Please explain.
Answer. At present, I believe the audit plan is inadequate. For overall planning

purposes, we have current budgetary information pertaining to the program areas
at each Commission. However, our audit inventory of the Commissions is not
adequate because we do not now have a complete and current listing of the Commis-
sions' unaudited contract and grant awards. Our cognizant audit manager will be
working with the Department's Office of Regional Development and the various
Commissions to arrange for the full range of needed grant and contract information.
It is expected that all of this data will be obtained during the coming year.

Question. Page 18 of the Audit Plan describes the Audit Plan for the local public
works program under title I of the Public Works Act. The Plan calls for 600 work
days of effort over a period of one year, thus indicating the work of approximately
two (three) auditors. What is the number of grants that will be made in fiscal year
1979 and the number of grants that are currently receiving funds?
Answer. The 600 man days are for management audits of the LPW program.
With respect to the grants, no grants will be made in fiscal year 1979. There are

currently in excess of 10,000 grants actually receiving funds.
Question. What is the value of these grants?
Answer. These grants are valued at $5.98 billion.
Question. How many of these grants will the auditors actually review and what

will be the estimated value of the grants reviewed?
Answer. Our staff and other auditors will review approximately 8,500 grants

valued at about $5.75 billion. All grants in excess of $120,000 will be audited. A
statistical sample of all grants under $120,000 will be selected and audited.

Question. Given the statement regarding EDA grants made in the vulnerability
study, does this plan appear adequate?
Answer. Yes, for LPW grants; however, for other EDA grant programs there are

not enough resources available to provide minimal audit coverage to identify abuse.
Question. On page 28 of the Audit Plan, there is a statement that the equivalent

work years to audit local public works grants is 69 work years. What does this
figure mean? Is that the number of work years required to audit all local public
works grants, or is that the number of work years that will be devoted by the Office
of the Inspector General to audit local public works grants during fiscal year 1979?
Answer. In the Department of Commerce there are 65 term professionals and 4

permanent staff professionals working full time on the program. The 69 work years
is the number of person years that will be devoted by the Office of Inspector
General to auditing and administering local public works grants during fiscal year
1979.

Question. The resource analysis indicates that the National Marine Fisheries
Services, a division of NOAA, will not be transferred to the Office of the Inspector
General because they are characterized as essentially law enforcement responsibil-
ities. This appears to be consistent with the intent of the Inspector General Act.
However, the vulnerability study indicates that NOAA activities may be susceptible
to fraud since they own or have control of a large inventory of vessels and high-cost
scientific equipment. Does the Audit Plan include the assignment of audit personnel
from NOAA to the Inspector General's office to assure that no fraud or waste exists
with respect to the procurement and repair and use of the vessels and instruments
under the control of NOAA? (Indicate the number of NOAA personnel transferred
to the audit unit and the number of NOAA personnel transferred to the investiga-
tion unit of the Inspector General.)
Answer. When the Department's audit function was centralized in 1967, audit

positions were transferred from the Environmental Science Services Administration,
now NOAA, to the Office of Audits. Later, two additional positions were transferred
to the Office of Audits from the National Marine Fishery Service, NOAA. At no
time were positions transferred from NOAA to the Office of Investigations and
Security. The responsibility for examining the efficiency and effectiveness of pro-
curement and property management rests with the existing staff of the Office of
Audits. However, as shown in my answer to question number 6, the number of
auditor positions is not adequate.

Question. The vulnerability assessment of the Regional Commissions indicates
that these programs may be subject to abuse because "the recipient Commissions
are not Federal agencies subject to appropriations restrictions and other fiscal
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controls applicable to Federal agencies." Do you consider audits and investigations

of Regional Commissions within the scope of your authority as Inspector General? If

so, explain the audit and investigation plan you intend to employ in monitoring

Regional Commission expenditures.
Answer. I do consider the Regional Commissions within the scope of my authority

as provided in Title VII of the Public Works and Economic Development Act of

1965. In response to the direction of the Secretary of Commerce, the Office of Audits

recently completed a large scale audit of the policies, procedures and practices used

in administering activities at six of the Regional Commissions. In addition to evalu-

ating internal management practices, the audit also included selected grant awards

made by these Commissions. As part of this overall evaluation process, the auditors

assessed the role of the Department in coordinating and monitoring Commission

operations. The resulting audit reports contained a number of broad-ranging recom-

mendations, including proposed legislative changes, designed to correct significant

problem areas pertaining to Commission operations. At present, the Commisson's

relationship to the Department is being completely reassessed. The audit staff will

soon be undertaking major follow-up efforts to ascertain whether the recommended

corrective actions are being adequately implemented. Future audit needs will be

identified after this assessment and considered in relation to other audit needs

within the Department.
Question. The vulnerability study indicates that the National Bureau of Standards

may have purchased excess scientific equipment because they have a large amount
of equipment now in storage. In fact, most recent building requirements for the
National Bureau of Standards have been to add storage space for this unused
scientific equipment. What plans do you have for auditing the purchase and use of
scientific equipment by the National Bureau of Standards?
Answer. The Office of Audits has identified the equipment inventory of the

National Bureau of Standards (NBS) as having a high potential for fraud and abuse.
In preparing the FY 1980 audit plans, this high risk potential will be given consider-
able weight in selecting the audits to be carried out. It is quite possible that an
audit of the NBS equipment inventory will be slected for audit. A final decision on
this will be made when the auditors have had an opportunity to assess the relative
importance of the NBS inventory in regard to all potential risk areas in the
Department.

Question. The vulnerability study indicates that it is possible that MARAD (Mari-
time Administration) research and development grants may be shifted to construc-
tion, maintenance, or operational expenditures. Does the audit and investigation
plan adequately address these issues?
Answer. This is a problem area. To ensure that adequate emphasis is place on

areas susceptible to fraud, waste and abuse, we have provided an evaluation factor
for sensitivity to fraud and abuse to rank audit assignments in the fiscal year 1980
audit inventory.

Question. The Inspector General Plan appears to indicate that no auditors were
transferred from the Maritime Administration to the Inspector General's staff. How
do you intend to audit the MARAD grant (subsidy) program without the services of
some audiors experienced in the MARAD grant program? Do you intend to seek the
transfer of any MARAD auditors to the Inspector General's staff?
Answer. As a result of the reommendations contained in a General Accouting

Office report dated July 12, 1967, on review and appraisal of the efficiency and
effectiveness of audit activities in the Department of Commerce, the Department
consolidated all the separate audit staffs, with the exception of the external audit
activities of the Maritime Administration, into a single audit organization within
the Office of the Secretary of Commerce. Because of the specialized nature of the
Maritime Administration's external audit work and the generally effective manner
in which it was carried out, GAO concluded that there would be no substantial
advantages in including this audit activity in the consolidated audit staff at the
Department level. The activities of the Maritime Administration's external audit
functions, however, are subject to review by the departmental audit staff.
In a subsequent report dated June 1, 1977, on reporting staffing and other

changes that would enhance the internal audit functions in the Department of
Commerce, it was GAO's opinion, based on the desirability of having subsidy audits
made by personnel familiar with the subsidy program and GAO's evaluation of the
quality of Maritime audits, that the Maritime Administration should retain its
external audit functions.
The Inspector General Act of 1978 did not transfer this staff to the Office of the

Inspector General.
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Question. How many auditors and investigators were transferred from the Office
of Minority Business Enterprise to the Inspector General's staff?
In your opinion, are the audit and investigation plans for OMBE grant activities

adequate?
Answer. There were no auditors in the Office of Minority Business Enterprise.

The Office of Audits had the audit responsibility for this program from the outset.
There is at present no investigative plan for OMBE grant activities. Limited

resources have not permitted planning use of investigative time. We hope to be able
to institute planning in this area.
In our opinion, the audit and investigation plans for program management and

contract and grant audits are not adequate because of the limited personnel re-
sources.

Question. Please indicate the number of investigations conducted, the number of
investigations referred to the Department of Justice, and the number of indictments
or criminal informations returned during 1978. Please break down these figures for
each major activity within the Department: EDA, NOAA, Regional Commissions,
OMBE, etc.
Answer. The EDA investigations staff and the investigative portion of the Office

of Investigations and Security were not consolidated during fiscal year 1978. The
figures are as follows:

Investigations and inspections staff EDA

Activity—EDA:
Cases 
Referral to DOJ 
Indictments 

CRIMINAL INVESTIGATIONS PROGRAM, OIS

263
2
0

Activity Cases
Referral
to Dal Indictments

CEN 1 1 0
CPRC 2 1 0
EDA 3 2 0
FCRC 1 0 0
ITA  2 1 0
MARAD 1 0 0
NBS 1 0 0
FPC 1 1 0
NOAA 5 2 1
NTIS 1 1 0
NERC 4 3 0
OMBE 21 5 0
SEC 2 0 0
PTO 0 0 0
USTS 1 0 0
UGLRC 2 2 1

Total  48 19 2

BIOGRAPHICAL SKETCH OF FRANK SATO

Name: Frank Saburo Sato.
Address: 4105 Whispering Lane, Annandale, Virginia 22003.
Date and Place of Birth: March 16, 1929, Puyallup, WA.
Marital Status: Married—June Noriko (Matsusawa) Sato.
Names and ages of children: Teresa L. Sato, 24, College of William & Mary, 1976,

Schoolteacher, Palmyra, VA.; John R. Sato, 23, VPI, 1977, Accountant with Arthur
Anderson Co., CPAs, Washington, D.C.; Gregory F. Sato, 21, Junior at University of
Virginia; Glenn C. Sato, 19, Sophomore at University of Virginia; Dean F. Sato, 16,
Sophomore at Thomas Jefferson High School, Alexandria, VA.
Education: University of Washington, Seattle, WA., September 1949 to June 1953

BA in BA June 1953; University of Washington, Seattle, WA., January 1957 to
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March 1957; UCLA, Los Angeles, CA., January 1962 to January 1962; UCLA, Los
Angeles, CA., September 1962 to January 1963; Also attended: USCSC Executive
Seminars, Kings Point, N.Y.; Naval Post Graduate School, Monterey, CA.; Federal
Executive Institute, Charlottesville, VA.

al Qualifications: Cer  Public Accountant, CPA Certificate Number
 CPA License Number  California, issued in 1959, current through 1979;

Certified Internal Auditor, issued by Institute for Internal Auditors, 1973.
Employment record:

Title and grade; employer and location and dates
Deputy Assistant Secretary of Defense (Audit), GS-18; Office Secretary of Defense,

The Pentagon; October 1974 to present.
Director, Defense Audit Service, GS-18; Office Secretary of Defense, The Penta-

gon; March 1977 to present.
Deputy Comptroller for Audit Operations, GS-17; Office Secretary of Defense, the

Pentagon; March 1973 to October 1974.
Director, Defense Agencies Audits, GS-16; Office Secretary of Defense, The Penta-

gon; June 1971 to March 1973.
Director for Audit Operations, GS-15; Office Secretary of Defense, The Pentagon;

June 1969 to June 1971.
Director for Special Activity Audits, GS-15; Office Secretary of Defense, The

Pentagon; March 1965 to May 1969.
USAF Auditor General; Bldg T-D, 4th & Independence Ave., Washington, D.C.;

October 1955 to February 1965.
Moss Adams & Co., CPAs; Tacoma, WA; January 1955 to April 1955.
Puyallup Ice Co., Puyallup, WA; June 1953 to October 1953.
Government experience: See item 7 above. Served on American Institute of Certi-

fied Public Accountants Advisory Committee—Industry & Government, 1975-1978.
Memberships: Beta Alpha Psi, Treasurer; Alpha Kappa Psi, Vice President; Beta

Gamma Sigma, None; Synkoa (also known as Univ. Students Club, Inc.), President
& Treasurer; Japanese American Citizens League, None; American Institute of
Certified Public Accountants (CPAs), None; Member, Advisory Committee, Industry
& Govt, 1975-1978, None; VA Society of CPAs (VSCPA), None; Northern Virginia
Chapter, VSCPA, None; California Society of CPAs, None; Institute of Internal
Auditors (IA), None; Washington Chapter, IIA, None; American Society of Military
Comptrollers, None; Association of Government Accountants (AGA), President-Elect,
Natl Executive Committee, Natl Board of Directors; Los Angeles Chapter, Treasur-
er, Board of Directors; Washington, D.C. Chapter, None; Northern Virginia Chapter,
President, Board of Directors; Interagency Auditor Training Center, Board of Direc-
tors; Federal Audit Executive Council, None; National Intergovernmental Audit
Forum, None; Sleepy Hollow Run, Forest Hills Civic Ass'n, None; Forest Hollow
Swim Club, Treasurer, President, and Board of Directors; Braddock Road Youth
Club, None; Annandale Boys Club, None; Beach House Condo Ass'n, Treasurer.

Political affiliations and activities: None.
Honors and Awards; Beta Alpha Psi. Alpha Kappa Psi. Beta Gamma Sigma.

Northern Virginia Chapter, Association of Government Accountants—Distinguished
Leadership Award, 1977. Association of Government Accountants—Distinguished
Leadership Award, 1978. Outstanding Performance Awards: Department of Air
Force, 1957, 1959, 1961, 1963, 1968; Office of the Secretary of Defense-1969, 1977,
1978.
Published writings: None.

QUESTIONS OF THE COMMITTEE AND THE ANSWERS THERETO

Question 1. How many positions are assigned to the Office of Inspector General?
Of these positions, how many are within the investigations unit? How many of these
positions are within the audit unit?
Answer.

Total positions authorized for Office of IG  491
Positions in investigative unit  32
Positions in audit unit  459
Personnel transferred to the new office of the Inspector General on February 25,

1979, were as follows:

xxxxx xxxx
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Auditors 
Investigators 
Clerical & administrative 
Vacancies 

368
26
41
56

Total  391

The 491 total includes 10 other than full-time employees.
Question 2. Of those persons in the investigations unit—How many are lawyers?

How many are former FBI agents or former agents of other federal or state law
enforcement investigative agencies?
Answer. Number of lawyers 6, number of former FBI agents 3, and number of

former agents of other federal or state law enforcement investigative agencies 22.
NOTE.—Above does not total to 26 in Question 1 because personnel fall into more

than one of the three categories.
Question 3. How many persons assigned to the audit unit are CPA's?
Answer. There are 40 CPA's on the staff. In addition, 88 staff members are

Certified Internal Auditors (awarded by the Institute of Internal Auditors), 338
members have Bachelor degrees and 45 have Masters degrees.

Question 4. What is the total number of budget accounts (as defined by OMB or by
the agency) within the agency? What is the total budget of the agency?
Answer. There are 67 budget accounts; total budget requested for fiscal year 1980

proposes a program level of $19.1 billion.
Question 5. How many programs within the agency are scheduled for financial

audit in fiscal year 1979? What is the level of funding of these programs?
Answer. Financial audits are planned for fiscal year 1979 as (1) "internal audits"

which involve reviewing DOT activities of a financial nature such as cash manage-
ment, and (2) "external audits" which are of DOT grants and financial assistance
programs. The major grant programs planned for audits and their estimated fund-
ing levels are:

a. FAA—Airport Development Aid, funded at about $510 million; 700 audits.
b. FHWA—Highway Program, funded at $7 billion; 550 audits (these audits are

larger in scope than the other audits).
c. UMTA—Capital Assistance Grants, funded at $1.4 billion; 60 audits—Operating

Assistance—funded at $1.1 billion; 140+ audits.
Audits are also planned in other assistance programs, such as Highway Safety

and Northeast Corridor Project.
Regarding audits of internal DOT operations, about 26 financial-related audits are

planned. These are generally not directed to specific programs as such, but to
activities in support of programs; e.g., an accounting operation, cash management or
a payroll audit. The level of funding of these activities being audited were not
readily available.

Question 6. Under the Inspector General Action Plan of your agency, how often
are audits scheduled for programs within the agency? (three-year cycle, five-year
cycle, etc.) Are the auditor positions assigned to the Inspector General staff ade-
quate to meet this goal?
Answer. The audits indentified in the internal audit plan are those considered

having the highest priority. In the past, the planning process provided for a review
of the more sensitive areas at least on a 3-year cycle, and others on a cycle not
longer than every 5 years. Audits of grants (external) were to be conducted at least
on a 2-year cycle or upon completion of the grants. I understand the current
situation is that neither the internal nor the external audits are being completed
within these cycles. While some economies of operation no doubt can be achieved
through the consolidation of all DOT audit resources, it does not appear that the
positions assigned to the IG will be adequate.
For example, there is a backlog of audit work in the UMTA and FAA grant

programs which has been estimated to be about 80 and 48 man-years, respectively.
The internal audit work has been estimated to be on about a 10-year average cycle.

Question 7. Please indicate the number of investigations conducted, number of
investigations referred to the Department of Justice, and the number of indictments
or criminal informations returned during 1978. Please break down these figures for
each major activity within the Department (FRA, FAA, Federal Highway Adminis-
tration, etc.).
Answer:

45-546 0 - 79 - 3
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FISCAL YEAR 1978

FAA OST FHWA Total

Investigations conducted '1,819

Investigations conducted 2115 25 48 188

Referred to U.S. Dept. of Justice 20 7 5 32

Indictments 8 1 1 10

Convictions 7 0 1 8

Majority of these 1,819 cases relate to Airman/Aircraft investigations which will not be under the investigative responsibility of the IS.

2 General fraud cases; i.e., ADP programs, procurement, travel vouchers, time/attendance, false statements—which will be investigated by IG.

Question 8. The Audit Plan gives examples of audits due for cycle coverage but
not included in the fiscal year 1979 plan. Among the programs due for audit but not
included in the plan are FRA grants to AMTRAK for the purchase of the Northeast
Corridor. In light of the recent GAO study regarding FRA's management of the
Northeast Corridor Project, how do you justify excluding this Project from the Audit
Plan?
Answer. I understand plans for auditing the FRA grants to AMTRAK were

mitigated by GAO activity. Although it was scheduled for cycle coverage, its priority
ranking was lowered because of the GAO audit that was scheduled for that period
to minimize duplication of effort. However, some AMTRAK contracts were being
audited by other DOT auditors assigned to audit the Northeast Corridor project. As
the new IG organization is established, this area will be considered for priority audit
attention.

Question D. What is your overall assessment of the Audit Plan? Does it represent
a well thought out application of audit resources directed to those programs which
deserve attention because of the dollar expenditures involved or the vulnerability of
a program to fraud? (Please indicate how you would alter or strengthen the Audit
Plan.)
Answer. The overall audit plan is something I have not fully examined. However,

because of the fragmentation of the audit organizations before the IG Act, and the
fact that external or grant audits were performed by one group vs internal audit
operations by another, some modification in audit concepts would appear in order.
Fundamentally, the audit plan should consider funds programed and budgeted by
appropriation and major project or activity to emphasize major dollar areas. It
should also consider the relative risks or vulnerability of a program to fraud,
irregularities or inefficiencies. A third factor should consider sensitivity.

I would reassess the audit plan in line with the above factors, and consider
strengthening the plan, as appropriate. For example, considering the magnitude and
importance of the FRA and UMTA programs, it would appear that more audit
resources should be made available for these programs.

Question 10. Page 14 of the Audit and Investigation Plan indicates that investiga-
tions conducted by the Office of the Secretary of Transportation in fiscal year 1978
consisted of 25 investigations involving an estimated 2.6 staff years of time. Do you
think this level of staff effort is sufficient in light of the fact that these investiga-
tions included procurement fraud in such major programs as the Northeast Corridor
Project?
Answer. As noted in question 7, there were a total of 188 investigations by OST.

FHWA and FAA investigators for fiscal year 1978, including the 25 by OST investi-
gators. While the plan submitted to OMB projected a lower number of investiga-
tions anticipated (125), I understand the volume of investigations to date would
suggest an overall increase in investigations. As the recently installed "hot line"
and the GAO "hot line" become fully operational, increased investigative activity is
anticipated. As audits designed to ferret out fraud are instituted, further investiga-
tion work-load will undoubtedly occur. Over-all then, programs such as the North-
east Corridor Project case will require a larger level of staff effort.

Question 11. The FAA investigative plan indicates that a number of fraud investi-
gations involved fraudulent claims in connection with employee travel time and
workers' compensation claims. The investigative plan also indicates that few of
these investigations have resulted in prosecutions due to the insignificant dollar
amounts of fraud and the opportunity for other administrative remedies. Have you
discussed with the Department of Justice their policy with regard to prosecuting
fraud, even in cases where only small amounts of money are involved? Have you
discussed with the Office of Personnel Management the use of administrative sane-
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tions such as dismissal for dealing with fraud which is not serious enough to
warrant criminal prosecution?
Answer. During a recently held orientation session jointly sponsored by DOJ,

OPM, and OMB, alternatives for pursuing criminal, civil, or administrative reme-
dies were specifically discussed. The need to consider parallel procedures vs pursu-
ing criminal or civil cases before administrative actions were also reviewed. These
discussions also included the need for close coordination to build good cases and to
seek the appropriate remedies.

Question 12. Have you discussed with managers of FAA and Labor Department
officials measures which can be taken to detect and prevent fraud in the workers'
compensation program of FAA?
Answer. No. However, this is one of many areas I plan to pursue at an early date.
Question 13. The National Transportation Safety Board in a recent report, "Safety

Effectiveness Evaluation of the Federal Railroad Administration's Hazardous Mate-
rials and Track Safety Programs" (Report No. SEE-79-2, March 8,1979), found that
the Federal Railroad Administration (FRA) can more effectively prevent the occur-
rence and reduce the severity of derailments of hazardous substances. The Safety
Board found that the FRA data base is inadequate to define and rate the problems
related to hazardous materials transportation. The Safety Board report indicates
that the FRA program should be based on risk assessment. Does the Audit Plan
include a management review of FRA hazardous materials safety programs that
will determine whether FRA has implemented the recommendations of the National
Transportation Safety Board?
Answer. I understand a review of the implementation actions of NTSB recommen-

dations in FRA was included in the fiscal year 1978 Annual Plan, but deferred
because of a similar audit scheduled by GAO. GAO's report was issued December 29,
1978. At an appropriate time, DOT will consider an audit in this area.

BIOGRAPHICAL SKETCH OF ELDON TAYLOR

Name: Eldon Donivan Taylor.
Address: 4633 Denpat Court, Annandale, Virginia 22003 (residence); 1800 G Street,

NW., Washington, D.C. 20550 (office).
Date and place birth: July 29,1929, Holdenville, Oklahoma.
Marital status: Married, Hypatia E. Roberts Taylor.
Names and ages of children: Teresa Lynn Taylor, 24.
Education:

Institution and dates: Degree received and date granted:
Hugo, Oklahoma Elementary & High High School Diploma, June 1947.
Schools 1935-47.

Murray State A&M, Tishomingo, Okla. None.
1948-49.

George Washington University, Washing- None.
ton, D.C. 1949-50.

American University, Washington, D.C. Bachelor of Sciences, 1959.
1955-59.

American University, Washington, D.C. Master of Arts, 1966.
1960-66.

Employment record:
Accounting and Clerical, Office of Naval Research, Washington, D.C., 1949-50.
Personnel Management, Active Duty in United States Air Force, 1951-54.
Budgeting, Bureau of Ordnance and Bureau of Naval Weapons, Department of

Navy, Washington, D.C., 1955-59.
Planning, Programming and Budgeting, National Aeronautics and Space Adminis-

tration (NASA), Washington, D.C., 1960-62.
Director, Program Review and Resources Management, NASA, Washington, D.C.,

1962-70.
Deputy Assistant Administrator, Environmental Protection Agency (EPA), Wash-

ington, D.C., 1970-73.
Deputy Assistant Director for Administration, National Science Foundation

(NSF), Washington, D.C., 1973-74.
Assistant Director for Administration, NSF, Washington, D.C., 1974-79.
Government experience: My government experience is identical to my employ-

ment record since I have been employed by the U.S. Government continuously since
1949.
Memberships: Member, American Society for Public Administration.
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Political affiliations and activities: None.
Honors and awards: Superior Accomplishment Award, Department of Navy, 1958;

William A. Jump Meritorious Award, 1964; NASA Exceptional Service Award, 1969;

EPA Special Achievement Award, 1972; and NSF Distinguished Service Award,

1977.
Published writings: None.

QUESTIONS OF THE COMMITTEE AND THE ANSWERS THERETO

Question. How many positions are assigned to the Office of the Inspector General?

Answer. There are 85 positions assigned to the Office of the Inspector General

Question. What are the criteria used for appointment to each position?
Answer. Office of the I.G.—These two positions consist of the Inspector General

and a secretary. The criteria used for appointment of the I.G. is determined by the

President and the Congress.
Office of Audit—All auditors (except for one) are classified in the GS-510 series.

As such, they must meet the qualifications as promulgated by the Office of Person-

nel Management. In general, the candidates must, at a minimum, have a Bachelor's

degree with an accounting major or some variation of accounting education and/or

experience. The accounting experience can include a certificate as a Certified Public
Accountant or Certified Internal Auditor. Except for GS-5, GS-7, and GS-9 entry

level positions, higher graded positions require at least one year of required experi-

ence at a level of difficulty comparable to that of the next lower grade in the
Federal Service.

Office of Inspections and Security—The GS-13, GS-14, and GS-15 investigative
positions, designated as Inspection and Investigation Officer, are classified in the
GS-301 series. The qualifications require three years general experience and three
years specialized experience, including a good general knowledge of the principles of
organization, management and administration. Also, operating administrative or
managerial experience in work directly related to the position and broad investiga-
tive experience and knowledge of the laws and regulations applicable to the prosecu-
tion of persons charged with Federal criminal violations.
The GS-12 investigative positions, designated as Investigator, are classified in the

GS-1810 series. The qualifications require three years general and three years
specialized experience. Qualifications include (1) Ability to work or deal effectively
with individuals or groups of persons, (2) Skill in collecting and assembling perti-
nent facts, (3) Ability and willingness to accept responsibility. Also, investigation
experience which demonstrates resourcefulness in assembling pertinent data, ability
to analyze and evaluate facts, skill in written and oral reports and skill in obtaining
cooperation and confidence of others.

Criteria for the appointment to professional positions in the Security Division are
contained in the Office of Personnel Management's position classification standards,
GS-080, Security Administration Series. Appointees satisfy the specified criteria by
virtue of their education and/or experience acquired in security, investigative, and
law enforcement activities in the military services, FBI, Secret Service, Civil Service
Commission, and other Government agencies.

Question. Who determines the suitability of an applicant for a position?
Answer. Office of the I.G.—The suitability of the I.G. is determined by the

President and the Congress. The suitability of applicants for any other positions in
this office is determined by the I.G.

Office of Audits—The suitability of applicants for the position of Assistant I.G. for
Auditing is determined by the I.G. The suitability of applicants for positions on the
staff located in Washington or for the positions of Regional Director or Branch
Manager is determined by the Assistant I.G. for Auditing. The suitability of appli-
cants for other positions in the field offices is generally determined by the Regional
Directors and/or Branch Managers.

Office of Inspections and Security—The suitability of applicants for the position of
Assistant I.G. for Investigations is determined by the I.G. The suitability of appli-
cants for lower level positions is determined by a hiring official, as designated.

Question. Of these positions, how many are within the investigations unit?
Answer. There are 16 positions within the investigations unit (10 professional and

6 administrative). In addition, there are 9 positions in the security unit (8 profes-
sional and 1 administrative).

Question. How many of these positions are within the audit unit?
Answer. There are 58 positions within the Office of Audit (49 professional and 9

administrative).



17

Question. Of those persons in the investigations unit, how many are lawyers?
Answer. There is one lawyer in the investigations unit.
Question. Of those persons in the investigations unit, how many are former FBI

agents or former agents of other federal law enforcement investigative agencies?
Answer. There are two persons in the investigations unit who have this type of

experience.
Question. How many persons assigned to the audit unit are CPA's?
Answer. There are 8 CPA's assigned to the Office of Audit.
Question. What is the total number of budget accounts (as defined by OMB or by

the agency) within the agency? What is the total budget of the agency?
Answer. NASA has three budget accounts: Research and Development appropri-

ation, Research and Program Management Appropriation, and Construction of facil-
ities appropriation. The fiscal year 1979 budget approved by Congress is $4.35
billion.

Question. How many programs within the agency are scheduled for financial
audit in fiscal year 1979? What is the level of funding for these programs?
Answer. NASA's audit schedule does not specifically cover financial audit by

individual program. Selective tests are made of financial transactions and oper-
ations of audited organizations, programs, functions or activities. Some aspect of
financial audit is done through the audit of contractors and grantees and by inter-
nal audits.
About 80 percent of NASA's program funds are spent for contractors and grant-

ees. Virtually all NASA contracts and grants are subjected to periodic financial
audits by the Defense Contract Audit Agency and HEW Audit Agency. In addition,
there are internal audits of NASA financial management activities. In fiscal year
1979, at least nineteen scheduled audits were specifically identified to aspects of
financial management. These audits include: payroll procedures, accounting for
reimbursable work, travel procedures and practices, contract payment controls, and
validity and reliability of financial reports.
Financial aspects are also included in other scheduled audits of NASA projects

and programs, such as the following: Shuttle external tank project, Spacelab pro-
gram, Large space systems technology projects, Highly maneuvering aircraft tech-
nology program, and Shuttle payload program.

Question. Under the Inspector General Action Plan for your agency, how often
are audits scheduled for programs within the agency? (3-year cycle, 5-year cycle,
etc.) Are the Auditor positions assigned to the Inspector General adequate to meet
this goal?
Answer. The audit of agency programs involves contractor, grantee, and internal

audits. Audits of NASA's major contractors are planned annually and are per-
formed on a continuing basis. In general, the audit of other than major contractors
and grantees is the same as that provided by the cognizant audit agency for all
contracts held by such contractors and grantees.
As to internal audits, the NASA Inspector General audit universe assumes an

audit cycle by which all agency programs would be audited at least once every five
years. The 5 year cycle cannot be attained with the 49 auditor positions presently
assigned to the Inspector General. An increase of about 100 auditor positions would
be needed to reach this goal.
Approximately 186 staff years of audit services are obtained annually on a reim-

bursable basis from other Government agencies to audit NASA contractors and
grantees. Defense Contract Audit Agency and Health, Education and Welfare Audit
Agency have not been authorized resources to perform the overall audit effort
deemed necessary. However, DCAA's shortage does not significantly impact the
audit of NASA contractors since staffing priority is given to major DOD/NASA
contractors locations where 75 percent to 80 percent of NASA contract work is
performed.

Question. The vulnerability assessment—indicating the vulnerability of programs
within the ageney to fraud and waste—indicates that according to a GAO report on
fraud, grant programs are particularly susceptible to false claims, false statements,
bribery, and corruption. What is the estimate of the number of grants to be awarded
by your agency during 1979? What is the value of these grants?
Answer. During fiscal year 1979, about 1,500 grants valued at $81M will be

awarded by NASA. These grants are made to the academic community to assist
NASA in carrying out its research responsibilities under the Space Act.

Question. How many of these grants will the auditors actually review? What will
be the estimated value of the grants reviewed?
Answer. The OMB has designated the HEW Audit Agency, HEW Office of Inspec-

tor General, as the cognizant Audit Agency for providing Federal audit services at
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about 94 percent of the 2,500 colleges and universities located in the United States.
Therefore, with limited exception, grantee audits at these institutions are performed
for NASA by HEW Audit Agency and Defense Contract Audit Agency.
The audit of grants involves a review and evaluation of the grantee's systems and

operations, including selective detailed audits of individual grants. The sampling
plans generally provide for a representative coverage of each Federal agency's
funds. also, under special circumstances, (allegations of waste, abuse, serious prob-
lems, etc.) the cognizant audit agency will honor request for audits on a priority
basis, commensurate with available staff resources.
Based upon the audit approach described above, virtually all grants will be

reviewed.
Question. In light of the statement contained in the vulnerability assessment

(above), do you believe the Audit Plan is adequate?
Answer. A short fall between available HEW audit resources and audit workload

was reported in the DHEW Office of Inspector General's December 1978 Annual
Report. (page 46). More specifically, DHEW Inspector General reported that HEW
audit was authorized resources to perform about 72 percent of the audit effort
deemed necessary. This shortage in staffing also impacts the audit of NASA gran-
tees and contractors.

Senator EXON. I have several questions that I might wish to
pursue. I do not know the schedule of my colleague this morning.
Do you have any opening questions that you would like to ask, or

things you might be interested in?
Senator WARNER. Thank you, Mr. Chairman.
I would like to indicate my vote on behalf of each of the three

nominees for the nominations. If you will forgive me, I have an-
other hearing on communications.
Senator EXON. OK, fine.
Mr. LIPSMAN. I have some remarks against the nominees.
Senator WARNER. I will remain, Mr. Chairman. I was unaware of

that.
Senator EXON. We will then proceed.
Let me ask you some questions that I think apply to all three of

your very important duties and assignments, if confirmed.
I am very much impressed with the background of each and

every one of you.
The first question I have is: Have you discussed the position that

you have been nominated for with the head of the agency to which
you are assigned by the Presidential nomination? That would be
first.
And how do you see the role that you will have with the head of

that agency?
You know, we can define things quite easily in law. That's one of

the great problems I think we have. We pass a law and say "this
will take care of that problem." I suspect that even though we have
passed a law, unless there is a general understanding of confidence
between yourself and the head of the agency, we are not going to
get done what we think the law itself implies.
And then as a part of that question, it seems to me, will be some

kind of a report card on how well you do. Do you think you are
going to have the staff, or will be able to accumulate the staff, to
assist you in carrying out the very wide range of responsibilities
that each of you will have in the individual departments?
So you can respond to those two questions in any way—maybe

we will start with you, Mr. Taylor.
Mr. TAYLOR. Yes, sir. Thank you, Mr. Chairman.
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I have discussed the position of Inspector General with Dr.
Frosh, the Administrator of NASA. I have also talked with Dr.
Loveless and several others there.
I believe I have an understanding of the Inspector General capa-

bility at NASA to the extent that one who is an outsider can. I
personally believe that Dr. Frosh is committed to the intent of the
legislation. In fact, I believe that the relationship between the
Inspector General and the head of the agency would be one of
mutual support.
I personally believe the intent of the legislation to encourage

economy and efficiency in Government, to prevent fraud, is a com-
mitment the agency head has now. So I do not view the relation-
ship to be one of an adverse nature.

Finally, on the question of staff or resources, I know that NASA
has been reduced in resources for the last 10 years. Each year they
have been reduced in positions and dollars. I would expect to find
that capability limited at this time. I hope to spend the next few
months making up my mind about that. I can not give you a firm
judgment now, but I am confident that if I need additional re-
sources I will receive support in getting it.
Senator EXON. What is your understanding of the people that

you will have working with you in numbers, and what do you have
as a preliminary at least table of organizations? What would you
like to have? I'm talking about accountants, attorneys, investiga-
tors, and so forth and so on.
Do you have any—without being too specific, now, we don't want

to hold you to anything—I was just kind of curious as to what your
attitude is to what you think your needs might be in this area.
Mr. TAYLOR. First let me address my understanding of what

exists there now. As I understand it, there are about 85 positions
allocated to the Inspector General function at this time. In rough
order, I guess about 60-58 to 60 in the auditing field, and the
remainder in inspections or security activities.
I hesitate to give a specific answer with respect to the organiza-

tion. I hesitate because I think there are some requirements in the
act which have not been pursued vigorously in any of the agencies.
For example, the requirement to review all pending legislation

from the Inspector General's viewpoint. I am quite sure that activi-
ty has not been performed.
I really would like the opportunity to take a look at what is

there and arrive at some judgment as to how best to organize it,
recognizing the statute itself requires that you establish an Assist-
ant Inspector General for Inspections, and an Assistant Inspector
General for Auditing.
How the other needs and responsibilities would be pursued, I

would really like to ask the committee's permission to go there,
work a little bit, and make up my mind.
Senator EXON. Thank you.
Ms. Bass?
Ms. BASS. Senator Exon, I have had conversations with Secretary

Kreps, with Assistant Secretary of Administraton, Mrs. Porter, and
the General Counsel, Mr. Haslain, with respect to my duties and
their support. I would expect I will have from the Department, and
I have received assurances, that that will be forthcoming.
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I think that the cooperation between the Inspector Generals and

the Department is absolutely essential. I cannot see myself as an
adversary to the Department. I don't believe that that is the way of
accomplishing one of the two most important things that are pro-
vided for in the act—which is the prevention of fraud and abuse.
Only by working with the system and by having the kind of

relationship where our recommendations for systems as well as our
comments on fraud, once it is detected, are accepted, can a wide-
scale kind of correction be made that I think we are all hoping for.
They have to be built into the programs and we have to be able

to work within the Department. There has to be a feeling of
mutual trust and cooperation, a feeling in each case that the other
side is acting in good faith, and I have every reason to believe that
would be the case.
I will be working with the heads of the various departments, the

agencies within the Department, and I think, as I said earlier,
within the statute that will be easier in such an atmosphere and
will be done.
With respect to resources, the present audit and investigative

resources of the Department are nowhere near what they have to
be in order to do a reasonable job. Our audit cycle is 16 years.
There just is no way in that period; most program managers come
and go within that period of time, let alone the program itself. It is
just an unreasonable period of time. We would like to bring that
down to 5 years.
That would take as many as 100 additional auditors. We only

have an authorized ceiling now of 112. Our investigative capability
is centralized in the Washington area. They are all here. And it's
difficult, again, if not impossible, to do the kinds of inspections and
investigation in the field by sending people back and forth.
We only have 16 investigators. I hope to be able to increase that

number to regionalize that capability and to provide for the new
teamwork within audit and investigation that is also essential to
the meeting of the goals.
I have had indications from our budget people that the necessary

spots, the positions we will be asking for those resources will be
requested.
Senator EXON. Thank you.
Mr. Sato?
Mr. SATO. Thank you, Mr. Chairman.
I have had discussions with Secretary Brock Adams, and Deputy

Secretary Alan Butchman on a number of occasions. In my initial
interviews at the Department, one of the key questions that they
asked me was how I viewed my relationships would be with the
Department. And I think generally, as I mentioned in my opening
statement, that the Inspector General function should be support-
ive of top management and not be in an adversary type of a role.
And yet at the same time, I think that when it is necessary to do

so, the Inspector General must of course exercise the independence
embodied in the act to call the shots as he has seen them.

If there are any serious problems of fraud or irregularities that
should be reported, of course that would have to be reported on an
independent basis. But I see the Inspector General operating
within the framework of the Department to the maximum extent. I
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think that is the only way that you can get the job done quickly
and in an economical way.

If confirmed, I do intend to meet with the heads of the various
administrations within the Department of Transportation, and also
with the assistant secretary-level people within the Department
itself.

Insofar as staff resources are concerned, I had a recent discus-
sion, just last week, with Deputy Secretary Butchman. I expressed
to him my concern that the resources allocated to the inspector
general organization appear inadequate to me. There is a backlog
in the Department of Transportation. The cycles for audits current-
ly are over 10 years. There is somewhat of a backlog in the grant
program, particularly in the UMTA program and the FAA pro-
gram, of some 80 and 48 man-years of work.
I have not had a chance to review all of these things in detail;

however, that is one of the priorities I hope to look at.
While there would be some economies of scale in consolidating

the various activities into the IG organization, I think some of the
added demands that have been levied by the act and some of the
other activities that we must get on with—that is, in looking for
fraud and error and trying to get at some of the problems that
plague us—the hotlines that have been instituted both in the Gen-
eral Accounting Office as well as within the Department, all of
these things are going to add to the workload of the inspector
general.
So, while I am not at a point where I could say I know exactly

how much resources we need, it is an area that I would like to look
at early on if confirmed.
Senator EXON. Thank you.
Senator Warner.
Senator WARNER. Mr. Chairman, I do have to join Chairman—

Senator Cannon. I will, however, follow my usual procedure in
examining the record in its entirety before casting my vote.
Senator EXON. Thank you.
I would just say to all of you here the various duties that we

have, I should be going to the same place that Senator Warner is
going. We have varying duties and assignments, and the idea of a
hearing is that not everyone can be here, but the transcript of the
hearing will be made available to all members of the committee in
order to be fully informed, because we do review those.
So, with that understanding, you are excused. Thank you.
Question two, to probe into this matter a little bit further, Mr.

Sato, possibly, with your background, maybe you would be in a
position to answer this, although many of the—maybe the other
two nominees might have some ideas on this also. I was interested
in your response—the response of all of you—my correction—of the
thrust of the fact that you do not see necessarily an adversary
relationship with the head of the department. I would just say to
you, from the experience for 8 years as a Governor and having
been an individual who has some general knowledge of administra-
tion within all Government circles, oftentimes we find a head of an
agency who may be an excellent individual but is always somewhat
hesitant to delve in as deeply sometimes as should be done, because

45-546 0 - 79 - 4
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no one likes to find embarrassment or mistakes or, certainly, fraud
or corruption, within an agency that they head.
So, since you have all had some experience in these areas, I

would just say that you must share some of the concerns that I do,
and I am saying you might well indeed find yourselves not in sharp
position of disagreement with the heads of the department which
you will be investigating, but I would—maybe I can follow this up
a little bit better.

Let's assume, for example, that it came to my attention as a U.S.
Senator that there may have been a hint of something wrong in
one of the departments. My first inclination would be to call this
matter to the attention of the head of that department, rather than
each and every one of you where you serve. I am just interested in
your response.

If I should find something or hear something that I thought was
wrong, my first obligation, it would seem to me, would be to call
that to the attention of the Secretary involved. Then, I suspect that
if I do not receive a satisfactory answer, it would not only be
proper, but probably incumbent upon me to call this to the atten-
tion of each and every one of you, if you are confirmed and serving
in the capacity for which you have been nominated.
Do you concur with my feeling?
Mr. SATO. Yes, sir, Mr. Chairman. In fact, I think it would be

preferable that you do talk to or refer the matter to the head of the
department first. Now, it may very well be that if we have cultivat-
ed the right type of relationship, the Secretary may, in turn, ask
the Inspector General to look at the matter, or he may turn to his
program manager responsible for that particular area, depending
upon the circumstance.
But I think that the particular issue that you are dealing with

would have a substantial bearing on how a specific case should be
handled.
Now, if it were referred to me, either by yourself or by the head

of the department, of course, we would look at the situation and
report out whatever we thought was necessary. And at that stage,
if there were any differences within the department, I would find it
necessary to clearly not only state what the findings or the conclu-
sions of the Inspector General organization were, but also to clearly
indicate what the department's views are, so that you would have a
very balanced type of a report showing all aspects of the issue.
Senator EXON. Let me followup on that right there a little bit, if

I can. With your background as a certified public accountant, I
guess a concern to me that I can best express by giving you
something that happened:
About 10 years ago, 10 or 12 years ago—maybe it was 10 years

ago—there was a situation where we had a welfare director in the
State of Nebraska who had a very good friend that he had devel-
oped through his association with HEW right here in Washington,
D.C. I don't know the level of that individual. But that individual
here in the Department had the say-so as to the granting of special
grants and awards. Between the two of them, they dummied up a
grant for some kind of a study—I think, within an area of $88,000.
And what this was was a fake grant. The application for the grant
came from the welfare director of the State of Nebraska. He, in
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turn, had this approved by the person here in Washington, D.C. A
grant was issued for a study of some kind, which was done, but it
was a fake study. And what it really amounted to was: That
$88,000, it finally came out, was split between the welfare—the
former welfare director in the State of Nebraska—under a previous
administration, not under mine—and the bureaucrat here in Wash-
ington, D.C.

I suspect that as a CPA you may have some ideas on this. I
suspect when we have two dishonest people on separate ends of the
scale dealing with a vast amount of Federal money, especially in
the grant areas, we potentially have a situation that invites fraud
if you have the wrong people doing it.
And second, I suspect that that type of fraud is very difficult to

discover. This particular case, I think, finally was resolved and
brought to light by inside tips and information.
What's your feeling as a CPA involved in this area? Am I correct

that when you have people on the different ends of a situation like
I have described, it makes it very difficult to find, in many cases?
Mr. SATO. Yes, sir, Mr. Chairman. Of course, if you have collu-

sion in a case, it poses a different type of a problem in an audit or
investigation.
However, the first thing that we would generally look for from

an audit side would be the internal controls within the system, and
we do have procedures to test those controls.
And the part that makes it very difficult where there is collusion

is that many times the records would provide no indication about
the problem.
However, I think that with the current problems we have within

the Government in the area of fraud and abuse, all of our pro-
grams are being somewhat modified, and, certainly, if confirmed, I
do plan to institute some extra measures to try to ferret out cases
like that. But it is an extremely difficult area and requires the
combination of some innovative techniques and also some working
together of auditors and investigators as necessary, depending upon
the type of case involved.
Senator EXON. I guess what I am saying is: If you have got a

situation where you have kickbacks that we hear a great deal
about on contracts and awarding of contracts, of course, those are
sometimes most difficult to check out and bring to light. We have—
I guess the one I am talking about is specifically the area of grants.
Now, we spend an awful lot of money at all levels of Government
for grants and studies; therefore, who is to say—it's a judgment
call as to whether this particular grant was worth the $88,000 or
$180,000 or $10,000 or nothing.
I just worry a great deal about not only the outright fraud,

which I don't suspect there is as much of as some people would like
to believe, but second, the case of where, oftentimes, I think far too
much money is expended for studies that in and of themselves
generally find themselves in a bound book three or four times the
size of this one here and placed on a shelf.
So, I just want to say that I think that's part and parcel of the

intent of Congress in the act to improve your judgment calls on
what is and what is not necessary and what is and is not proper in
the judgment call on whether the report that should have been
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audited in the first place, and in the second place whether or not
the work was carried out in the study as was the initial intention
of the grant.
Mr. SATO. I might add, Senator, that in a case like you mention

there, we have a technique, I guess you might say, as prescribed
within the GAO standards which calls for a program result, type of
review. In other words, we look at a program to determine what
funds have been provided for and then look at the results. And in a
case like this, if it were calling for, a research study, for example,
you might look at what the results were.
Of course, if you did have a case of collusion and fraud, you

might find it that way. If a person throws in a fictitious type of
study or reproduces one from some other prior study that you were
unaware of, it might get by.
But these are some of the techniques that we have for detecting

these types of cases. The program-results type of audit or review
would be designed to address the issue that you just mentioned.
Senator EXON. I guess what I am saying is: I wonder if we don't

waste a great deal of taxpayers' money, not through outright abuse
and fraud, but just through mismanagement and poor planning,
poor followthrough, and maybe the internal procedures for checks
and balances and evaluations of studies before they are granted, in
the first instance, and the review of those afterwards, is something
that I think we need a great deal of tightening up on. Do you have
some comments?
Ms. BASS. Yes, I would like to address myself to the first question

you raise: What do you do in a situation where a particularly bad
situation has been brought to the attention of the Secretary? And
you commented that the Secretary sometimes is put into a difficult
position because these programs are under the Secretary. That is
precisely the object of the Inspector General Act: To give the
Inspector General the kind of independence, not only indepen-
dence, but the kind of statutory duties which will not only require
the inspector general to look into these very kinds of things, even if
they may be unpleasant, within the organization, but, make the
organization understand that these are the very duties of the In-
spector General, that nobody can get around them. And that the
best way to handle these problems is not to have them, to give the
kind of attention so that they will not arise. It has been built in
now in the statute, and I am hopeful that will have the effect that
is desired.
Senator EXON. Thank you.
Mr. Taylor.
Mr. TAYLOR. Well, I agree generally with the responses that have

been made. I guess I would like to offer a comment along the
following lines. The act places a fairly difficult series of choices on
the Inspector General, I believe. He is going to receive inputs from
Congress, from a variety of members or staff; he is going to receive
direction from various parts of the executive branch. And I think
he has a reporting relationship that is very important with the
Congress.
The balancing of those forces, I think, is going to be a tough job,

and perhaps that's the area we are going to be able to judge
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whether or not the Inspector General is successful. I see the ques-
tion as one of a difficult task to accomplish.
Senator EXON. Let me follow up, then, to another question on

what I think we are attempting to resolve here, and I think the
other members of the committee might be interested in your
answer to these questions.
Let me set the stage a little bit. I suspect that you are badly

understaffed. Of course, when we look at the Government in gener-
al, everyone is always understaffed. This is a part of Government;
that's part of the bureaucracy.
I have always been a strong backer and strong supporter of the

regional offices that happen to be in Nebraska under the Kansas
City Region. The idea of that is to decentralize all of the decision-
making in Washington, D.C., and allow people to go to the regional
offices rather than, in fact, to the Nation's capital, with every
problem they have. While that may be good, I suppose those re-
gional offices also complicate the duties and tasks that you are
required to perform and probably would necessitate additional
staffing as they proceed.
Let me ask this question in this manner: We certainly hope that

there would be the relationship that each one of you outlined
between the Secretaries or the Assistant Secretaries that you will
be working with. What do you see as your role if you should find
something where you do not believe that the Secretary could be
objective? And if it were serious enough, would any of you have
any difficulties with bringing anything to the attention of our
committee if you thought that were necessary? Would any of you
have any reservations in that area?
Mr. TAYLOR. Let me say I would have no reservations. But at the

same time, I would not expect to find those conditions. I would also
say that is a situation the law provides for very clearly. This is
where, if in your judgment, there is a serious or flagrant abuse,
you report to the Congress. And I would fully expect to follow the
law.
Ms. BASS. One of the provisions written into the act is precisely

as was stated. We must report serious and flagrant abuses; we have
no option. And I would not intend to make that into an option. I
think that's not what is being asked of the Inspector Generals.
I would feel no compunction about bringing those things to the

attention of Congress.
Senator EXON. Mr. Sato.
Mr. SATO. I agree with my colleagues. I think there are no

options there. I think the intent of the law is very clear, and I
would be prepared to carry it out. I see no question at all involved
here.
Senator EXON. Thank you.
Does staff have any questions?
Senator Hollings had a question of Mary Bass. We will see that

you are provided with that. I suspect that you could not answer it
in detail here, so we will see that you are presented with this,
Mary Bass, and if you would return your reply for the record to the
committee.
Ms. BASS. It will be my pleasure.
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[The following information was subsequently received for the
record:]

QUESTIONS OF SENATOR HOLLINGS AND ANSWERS THERETO

As you may know, I chair the State, Justice, Commerce Appropriations Subcom-
mittee and have a strong interest in the management of the Department of Com-
merce. Recently the Department's Office of Audits completed an audit of the region-
al action planning commissions, an area of particular concern to me. I secured a
copy of this report hoping to obtain an analysis of the commissions. Instead the
report is an out-dated summary of generalizations of no help to me and I do not
believe to the Secretary or anyone else in evaluating the commissions.
For instance, this report was requested in November 1977 and not completed until

February 1979. In view of the limited scope of this audit, it is unbelievable that it
required 15 months to complete.
This report doesn't tell you anything. No individual commission is identified.

Instead we find statements such as the following: "Some Commissions have taken
inordinate amounts of time to prepare the required comprehensive long-range eco-
nomic plans", or "Controls have not been established at most Commissions, etc." It
is impossible to ascertain from this report if, for instance, the Coastal Plains
Commission, which covers my area, is guilty of all, any, or none of the problems
enumerated in the report.
On April 20th the Federal Cochairmen wrote Assistant Secretary Porter that this

report "is an accumulation of unsubtantiated criticisms by the Office of Audits of
the ways in which certain unspecified Commissions are alleged to have operated in
the past." That is a fair summary of my own conclusions after reading the report.
This audit covered the first half of calendar year 1978. Again, I question the

timeliness of a report issued eight months after the period which it pertains.
Question 1. Are you familiar enough with this audit of the regional commissions

to respond to my comments?
Question 2. What assurance can you give the Committee that future reports will

be substantially more informative and timely?
Answer. I have your comments on the recent "Report on Audit of Selected

Activities Applicable To The Regional Action Planning Commissions." Your con-
cerns for the timeliness and particularity of audits are appropriate. Although I have
not had the opportunity to review the report in detail, I may be able to resolve some
of your questions.
The audit in question is the seventh in a series requested in November, 1977. The

first draft report issued in June 1978. The first six reports addressed the operation
of six of the Regional Commissions, and, I am advised, treated each of the Commis-
sions with the particularity necessary for corrective action to be taken.
The process occurred during mid-1978. The auditors discussed their findings and

proposed recommendations with cognizant Departmental and Commission officials
and, after this, issued the individual reports in draft form. Written comments were
obtained from the Special Assistant to the Secretary for Regional Development
before finalizing the overall report, and from the applicable Federal Cochairmen
before finalizing the individual reports. The extensive scope of coverage, consisting
of six Commissions and the audit at the Departmental Office of Regional Develop-
ment, necessitated extending the audit over a 15-month period. I enclose a copy of
the Coastal Plains Commission report for your perusal. I have not as yet had the
opportunity to review it, but please send me any comments you may have.
The overall report focuses on recommended Department of Commerce actions.

The six preceding reports were, of course, available to the Department and a
repetition of specific findings was accordingly not necessary.
I am advised that Assistant Secretary Porter will shortly respond to the Cochair-

men's letter to her of April 20. I will send you a copy of that response.
Please feel free to discuss your concerns with me further if you wish. If confirmed,

I hope to familiarize myself as rapidly as possible with the Regional Commissions so
that problem areas may be addressed.

Senator EXON. Senator Pressler, of South Dakota, likewise has
some questions for the nominees. Since he is not here to ask them,
I think we should not take time on these this morning. We will
supply the questions that Senator Pressler has to each of you
nominees and ask you to respond also for the record.
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[The following information was subsequently received for the
record:]

ANSWERS OF MARY BASS TO QUESTIONS FROM SENATOR PRESSLER

This is in response to the questions you have posed to the Inspector General
nominees who appeared before the Senate Committee on Commerce, Science, and
Transportation.

Question. Recently in the Department of Agriculture, there has been a critical
problem involving some agricultural producers in my state who had participated in
the Drought Assistance Hay Transportation Program. Because of the mistake made
by program administrators, the contract with a small group of program participants
was broken with little notice and these individuals were required to repay the funds
they had received. The abrupt reversal of the contractual agreement has caused
great harm to the businesses of these individuals and the matter is currently in
litigation with one of the parties.
In such an event, do you believe it is the responsibility of the agency or the

private participant to correct the damage done by mistakes of government program
administrators? Is it possible that such a matter might fall into the jurisdiction of
the Inspector General?
Answer. As you note, the program participants have filed claims against the

government in this case, and one of the persons has commenced litigation. It is not
possible, in the absence of complete knowledge of the facts and the applicable law,
to determine whether the claim you mention should be settled.
The jurisdiction of the Inspector General is broad. It encompasses questions

relating to waste, mismanagment, fraud and abuse. You mention that a mistake
was made, in the instance described, by a program administrator. In such a case,
the Inspector General could investigate any allegation of fraud or other irregulari-
ties related to the incident, and whether procurement or contracting procedures
could be strengthened to avoid the type of mistake made.

Question. Have any of the nominees had previous experience in an auditing or
investigative areas of a government agency?
Answer. I have been Inspector General of City University of New York, the third

largest public system of higher education in the country. This function did not
include audits; it did encompass investigations of employee wrongdoing, and includ-
ed the pressing of charges against employess.

Question. Can the nominees cite any ways in which fraud or abuse can be more
readily detected and eliminated?
Answer. The addition of resources to carry on the audits, investigations and

inspections traditionally involved in the prevention and detection of fraud, waste
and abuse, would be of major benefit. The knowledge that audits and inspections are
frequently made is the best deterrent to wrongdoing.
Even if reasonable resources are available, priorities must be established. A

thorough department-wide program vulnerability assessment, kept up to date, is
essential to identify those programs and operations most susceptible to fraud, waste,
and abuse so as to concentrate resources there.
More emphasis on educational programs designed to alert employees to their

responsibilities to report wrongdoing and to advise them of whistleblower protection
is required. The public must also be made aware of the Inspector General's exist-
ence and functions so that their complaints of fraud, waste, and abuse can be acted
upon.
Focus on controls for fraud and consideration relating to efficiency in the design

stage of systems and programs is another important method of preventing problems
in these areas.

Question. With the establishment of the new Inspector General post, this function
is accorded greater influence within each department or agency, the Inspector
General reporting directly to the Secretary and the Congress. In your view, is this a
necessary arrangement? What impact might we expect from this change?
Answer. The inclusion in the Inspector General Act of 1978 of the reporting

relationships to Congress and to the Secretary was important in terms of the
ultimate success of the Inspector General program. The impact of the Congressional
reporting is two-fold: it will permit Congress to strengthen its oversight of agency
activities, and it will elevate the importance of audit and investigative findings
within the Department, contributing to follow through on corrective recommenda-
tions. The direct relationship with the Secretary will serve to maintain the influ-
ence of the Inspector General at the level which will assure that the prevention and
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detection of fraud, abuse and waste are given significant attention within the
Department.

Question. In each of your departments, there are countless programs which are
reviewed only periodically to monitor the effectiveness. Where will you begin, upon
beginning your duties, to monitor ongoing programs? Are there any areas where
you believe these procedures are not functioning properly?
Answer. Lack of resources permit only periodic monitoring of many Department

programs. Ongoing programs evidencing a significant need for close monitoring
while in the design and beginning implementation stages are so monitored. The
1980 Census, the National Oceanic and Atmospheric Administration Fishery Man-
agement Councils, automatic data processing systems, and the 1980 Winter Olym-
pics are examples of programs within the jurisdiction of the Department which are
receiving significant input from the Inspection General's office while in the plan-
ning stage. An inventory of programs, grants and contracts must be maintained so
that a complete vulnerability assessment may be made and audit schedules deter-
mined accordingly. At present, we do not have a data system containing a complete
inventory of all department grants, loans and cooperative agreements. This must be
accomplished. Also, more attention must be given to vulnerability assessments.

ANSWERS OF FRANK SATO TO QUESTIONS FROM SENATOR PRESSLER

Question. Have any of the nominees had previous experience in an auditing or
investigative area of a government agency?
Answer. For the past 251/2 years I have been employed in the Department of

Defense in an audit capacity both at the field and Washington Headquarters level,
my latest position being as the Deputy Assistant Secretary of Defense (Audit) and
Director, Defense Audit Service. A copy of my biographical data sheet submitted to
the Congress is attached for your information.

Question. Can the nominees cite any ways in which fraud or abuse can be more
readily detected and eliminated?
A major issue within the accounting profession over the past few years has been

the matter of the auditor's responsibilities for detecting fraud. Historically, the
accounting profession has maintained that an auditor does not audit for fraud, but
rather reviews to see whether there are sufficient controls to prevent fraud. Howev-
er, pressures from the Congress, the general public, and the Securities & Exchange
Commission, have forced the profession to take a new look at its responsibilities in
this regard. The Cohen Commission report prepared for the American Institute of
Certified Public Accountants now explicitly recognizes the auditors' innovative tech-
niques that could be used to detect and eliminate fraud. Fundamentally, procedures
and controls must be established to minimize the occurrence of fraud. Secondly,
auditors and investigators must take extra care in their sample selection and review
of records, and must physically verify specific events indicated in the records. In my
view, there is no easy way to detect and eliminate fraud or abuse, but I believe that
auditors and investigators must use extraordinary care and sound professional
judgment in carrying out their responsibilities, and institute special reviews where
vulnerability assessments would so dictate.

Question. With the establishment of the new Inspector General post, this function
is accorded greater influence within each department or agency, the Inspector
General reporting directly to the Secretary and the Congress. In your view, is this a
necessary arrangement? What impact might we expect from this change?
Answer. In my view the arrangements to report directly to the Secretary and the

Congress were considered necessary because of demonstrated difficulties in getting
proper action on some of the reports. The heart of the issue concerns the independ-
ence of the Inspector General and the ability of the Inspector General to objectively
report on matters without undue pressure or influence from any source. At the
same time I feel it would be incumbent upon the Inspector General to be supportive
of the head of the agency and top managers and to work together towards a
common goal of good management while still being able to disagree when there are
honest differences. When such differences do exist, the Inspector General should
report his views and management's views objectively and in a responsible way so
that subsequent decisions can be based on all the facts and pertinent opinions. The
impact of this change may not be fully discernible at this time; however, I would
expect that the major impact overall would be to encourage managers to take
prompt corrective actions on the Inspector General's reports.

Question. In each of your departments, there are countless programs which are
reviewed only periodically to monitor the effectiveness. Where will you begin, upon
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beginning your duties, to monitor ongoing programs? Are there any areas where
you believe these procedures are not functioning properly?
Answer. At the outset, I would review ongoing programs to learn what had been

planned and accomplished in the past as a means of adjusting future plans as
necessary. At this time, I am not aware of any specific procedures that are not
functioning properly; however, I do hope to look at this area at an early stage.

Question. Recently in the Department of Agriculture, there has been a critical
problem involving some agricultural producers in my state who had participated in
the Drought Assistance Hay Transportation Program. Because of a mistake made by
program administrators, the contract with a small group of program participants
was broken with little notice and these individuals were required to repay the funds
they had received. The abrupt reversal of the contractual agreement has caused
great harm to the businesses of these individuals and the matter is currently in
litigation with one of the parties.
In such an event, do you believe it is the responsibility of the agency or the

private participant to correct the damage done by mistakes of government program
administrators? Is it possible that such a matter might fall into the jurisdiction of
the Inspector General?
Answer. I think one would have to review the entire facts of the case to arrive at

a conclusion. If there were mistakes made on the part of the government, it would
seem only fair that the program participants not suffer unduly as innocent partici-
pants. Matters such as this could easily fall under the jurisdiction of the Inspector
General through several procedures such as (1) referral from a member of Congress,
(2) referral by a program administrator, and (3) a complaint by the program partici-
pant directly to the Inspector General. Normally, the auditor or investigator should
be able to review the facts and circumstances of the case to determine exactly what
has transpired, what mistakes might have been made, and what remedies are
possible in a given situation.

ANSWERS OF ELDON TAYLOR TO QUESTIONS FROM SENATOR PRESSLER

Question. Have any of the nominees had previous experience in an auditing or
investigative area of a government agency?
Answer. I have not worked directly in either auditing or investigative assign-

ments. However, I have had a number of assignments in the accounting field
including the management responsibility for the accounting function in both the
Environmental Protection Agency and the National Science Foundation.

Question. Can the nominees cite any ways in which fraud or abuse can be more
readly detected and eliminated?
Answer. Although I do not have any new or innovative suggestions for detecting

fraud at this time, I do believe that the appointment of Inspector Generals through-
out the executive branch will have a positive impact both with respect to detection
and elimination of fraud and abuse.

Question. With the establishment of the new Inspector General post, this function
is accorded greater influence within each department or agency, the Inspector
General reporting directly to the Secretary and the Congress. In your view, is this a
necessary arrangement? What impact might we expect from this change?
Answer. I agree that the Inspector General function will probably have greater

influence in an agency by virtue of the new reporting relationships. I am not sure
about the necessity of a formal reporting requirement to both the Agency Head and
to Congress. I believe that this dual reporting requirement may occasionally place
an Inspector General in a very difficult position. However, this requirement will
probably insure that Inspectors General have the necessary independence of action
required to implement other aspects of the Inspector General Act.

Question. In each of your departments, there are countless programs which are
reviewed only periodically to monitor the effectiveness. Where will you begin, upon
beginning your duties, to monitor ongoing programs? Are there any areas where
you believe these procedures are not functioning properly?
Answer. I am not now aware of any areas of NASA that are functioning improp-

erly. One of the first areas I will examine is the current audit plan and the
frequency of audits scheduled for on-going programs.

Question. Recently in the Department of Agriculture, there has been a critical
problem involving some agricultural producers in my state who had participated in
the Drought Assistance Hay Transportation Program. Because of a mistake made by
program administrators, the contract with a small group of program participants
was broken with little notice and these individuals were required to repay the funds
they had received. The abrupt reversal of the contractual agreement has caused
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great harm to the businesses of these individuals and the matter is currently in

litigation with one of the parties.
In such an event, do you believe it is the responsibility of the agency or the

private participant to correct the damage done by mistakes of government program

administrators? Is it possible that such a matter might fall into the jurisdiction of

the Inspector General?
Answer. I believe that a case such as you describe could be appropriate for audit

or possibly investigation. It is also possible that such an audit or investigation would

provide factual information which could provide a basis for determining liability. I

would not wish to express and opinion on this specific case without such informa-

tion.

Senator EXON. Is there anything else, then, that any of you
would care to say in winding up your testimony, your formal
testimony in front of the committee, with the understanding that
you will be responding to the questions that you will be given? Is
there anything else that any of you would like to add?
[No response.]
Senator EXON. If not, then, we thank you very much, and you

are dismissed.
If there are any witnesses in opposition to these nominees or any

witnesses that wish to be in support of any of these nominees, we
would be glad to hear from you at this time.
I think first we will ask if there are any individuals here who

wish to speak in support of any of the nominees? And if so, we
would entertain you at this time with a time rule of 10 minutes on
each one of the nominees.
[No response.]
Senator EXON. If there is anyone here who wishes to testify in

support of these nominees, please stand and be recognized at this
time.
[No response.]
Senator EXON. Seeing none, then we will move into the last part

of the hearing this morning. Are there any witnesses that wish to
appear in opposition to any of the nominees?

STATEMENT OF DANIEL LIPSMAN

Mr. LIPSMAN. Yes, sir.
Senator EXON. Would you come forth, please? You may be seated

and state your name.
Mr. LIPSMAN. My name is Daniel G. Lipsman.
I am here this morning to speak in opposition of Mary P. Bass to

become Inspector General of the U.S. Department of Commerce on
the grounds hereinafter set forth.
I am not going to make any gratuitous or ingratiating remarks,

Mr. Chairman. I believe that it is a fait accompli that Mary Bass
already has the nomination sewn up. I think it is unfortunate that
there is only 1 member of the 17-member committee here.
I think it's unfortunate that certain members of the committee—

specifically, Senator Warner—met with Mary Bass and did not give
myself an opportunity, a real opportunity, to be heard.
I requested an opportunity to respond to this nomination weeks

ago, and I only found out on Saturday, the day before yesterday,
that the hearing was going to occur today.

I think that asking Mary Bass to be the Inspector General of the
Commerce Department is asking the cat to watch the milk.
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Ms. Bass referred to the question of whistle-blower status. I
would like to ask Ms. Bass whether the name Edgar Draper means
anything to her.
Edgar Draper, Mr. Chairman, was the President of the Commu-

nity College and the City University of New York where Mary
Bass holds her current post.
Edgar Draper was removed in secret session from his position as

president of that college in a situation where I was barred from
coming to hear the proceedings of a meeting in which he was
removed, and in which I was denied documents in connection with
this removal under the Freedom-of-Information Act in New York
State.
There is a question as to whether or not a quid pro quo went

down. That is to say, whether or not an offer of a job was not made
by Mr. Draper to the head of the Middle States Accrediting Team
to change an unfavorable report which probably would have sunk
Dr. Draper.

It turns out there were two reports. What the contents were,
nobody knows. We only know that one was a favorable report, and
one was an unfavorable report.
I don't know about Nebraska, Mr. Exon, but I do know that in

New York official misconduct, bribery, and criminal conspiracy are
all crimes punishable under the penal code.
Mary Bass is an attorney. If Mary Bass was involved in covering

up those crimes, then she may be guilty of unprofessional conduct.
There is no law on the State statute books in New York called
misprision of a felony, unfortunately.
As to the question of waste, I have brought the record with me

today. This is an article from The New York Times dated April 19:
Koch, the mayor of New York, raps pay hike plan for city; used 253
biggies on top of their already exhorbitant salaries. The mayor was
screaming because the board of higher education and the City
University of New York is trying to railroad through this board
exceeding increases to the salaries, increments that way exceed the
president's guidelines for persons who are making exhorbitant sala-
ries already.
Mr. Exon, you and many members of the committee helped pass

legislation not so long ago to bail out New York City when it was
in alleged financial crisis--
Senator EXON. Let me correct you. I was not a Member of the

Congress when that happened. Just to straighten out the record, I
wasn't here—so that you are accurate.
I'm a brandnew member. I just joined this team in January.
Mr. LIPSMAN. Thank you. I stand corrected.
But it is a fact that a majority of the Congress supported bailout

legislation for New York City. I am quoting from a report, Office of
the Comptroller, City of New York, Bureau of Audit and Control,
November 10, 1977: Report on Direct and Indirect Compensation
for College Presidents, B78-105.
This was during Mary Bass' tenure. What I am reading to you is

the inventory of the president of Queens College's house, which is
paid for, Mr. Exon, out of public money. This is an inventory: First
floor, antique gold console with mirror, bench, black, gold, and red
fabric, one red Persian rug. Bedroom, family room, chair of black
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and white, ottoman black and white, stick table lamp, wooden
cabinet, bar with refrigerator, chair, beige vinyl, sofa, beige fabric,
chair beige basketweave, low round table with lamp, chair black
vinyl, table, black and white living room drapes on four windows,
gold on gold, chair wooden highback, console table, one round
tabletop marble top, cocktail table with glass top, gold-beige, round
table with gold top, table lamp, chair highback, fabric, Steinway
piano and bench, four chairs with white vinyl seats, square wooden
table, 2 wooden bookcases filled with books, one floor lamp, one
table lamp, fireplace, log holder.
Formal dining room: Wooden dining table with pads and exten-

sions, 12 wooden chairs, 2 wooden armchairs, buffet, 1 china closet,
drapes on 2 windows red and white, light fixture on dining room.
Page 2, Senator Exon.
Formal dining room, continued: Glassware in closet, 9 poni glass-

es, 10 wine glasses, 9 Queens College glasses, 18 highball glasses, a
dozen on-the-rocks glasses.
Study: Reclining chair, desk lamp, wooden chair, air-conditioner,

sofa, one two-pedestal wooden desk, wall lamp.
Kitchen: Stove, dishwasher Kitchen-Aid, clothes dryer and

washer, refrigerator and freezer—GE Americana model.
Kitchen entry: 116 glasses.
Carpeting on first floor: Entrance hall and stairwell—well, it

goes on for carpeting on several floors.
Air-conditioning master bedroom, air-conditioner in bedroom

three, one desk laying in bedroom, one vacuum cleaner, carpeting
on second floor.
Wait. We are getting to the second floor, now. This is good.
Basement, entry hall: One sofa hide-'a-bed, one Mexican hat

basket with cover, one foot-operated potter's wheel.
Servant's room: One desk, one wooden chair, one bed with head-

board, mattress and box springs, one Persian rug, red.
Pantry room: One dehumidifier, one drainboard and dish rack.
Boiler, one electric sump pump.
Meeting room: One complete bar unit, 3 bar stools, 4 wooden

round tables, 16 wooden chairs with canes, 4 wall benches, 9 yellow
seat pads for benches, two dehumidifiers.
West room: Three air-conditioners.
Garage and outside yard: One 36-foot aluminum ladder, one flag-

pole with flag.
And to top it all off, Senator, one grandfather clock.
At the same time this was occurring—this is one college presi-

dent, Mr. Exon; one college president among seven.
I would like to read you an article from The New York—by the

way, that report was not prepared by me; that report was prepared
by the Office of the Comptroller of the City of New York, Bureau of
Audit and Control.
I would like to read into the record an article—a newspaper

article from The New York Times dated September 3, 1976. And by
the way, this inventory was April 20, 1977.
"Eight dismissed teachers filed a Federal suit yesterday challeng-

ing the constitutionality of the dismissal of more than 1,000 full-
time teachers at the City University of New York. The suit, which
contends the teachers were selected arbitrarily for dismissal, seeks
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to compel the University's Board of Higher Education to elimi-
nate," and I quote, "wasteful practices instead of dismissing teach-
ers.
"Mary Bass, a City University Vice Chancellor and General

Counsel of the Board, said that discontinuing faculty positions was
an 'unfortunate necessity,' adding that 'we adopted retrenchment
guidelines which we have used in abolishing positions and they are
completely legal.'
"The suit contended that officials singled out individuals for

dismissal on the basis of personal quarrels, political differences,
and racial or sexual bias. The facts clearly show," it said, "that the
reduced budget was to be met by attrition and firing members of
the instructional staff, rather than by first effectuating economies
through the reduction and elimination of wasteful practices and
unnecessary managerial positions and benefits without any regard
to procedural safeguards."

That's for openers, Mr. Exon.
March 10, 1977, New York Times: "City University is accused of

overspending by $400,000 on officials' housing. Some of the money
went for such items as interior painting, drapery, shades, dish-
washers, television sets, and other improvements, particularly in
presidential residences of Brookland and York Colleges. Expendi-
tures were 'financed by questionable use of educational resources
such as college operating budgets and a chancellor's fund,' the
draft report was said to have stated."

April 8, 1976, New York Times article: Steven Berger, who was
the Staff Director of the Emergency Financial Control Board. He
accused the Board of Education yesterday of creating a desperate
situation by failing to produce a realistic budget cutting plan and
by provoking City University faculty members and students to
resist austerity controls. I quote, "'Somebody is going to have to
create a plan for them,' Mr. Berger said in an interview. 'The
Board of Higher Education's idea of a plan is to get to it the next
day. From the University Board's action the other night, you would
never know they face an immediate cash crisis,' Mr. Berger said,
referring to a potential expenditure overrun this year that City
budget officials said could be as high as"—are you ready—"$70
million."
In May of 1976, Mr. Exon, the well ran dry. Before the end of the

semester, the City University system had to be shut down com-
pletely. Oh, they had a budget, originally. They had moneys given
to them. But they spent it. They overspent it. And they spent it on
things like Oriental rugs, dishwashers.
"Kibbee puts off paying suppliers," New York Times, April 16,

"defies Golden order against delay so City payroll for April can be
made. The Chancellor of the City University said yesterday he
would not submit vouchers to the City for payments to university
suppliers this month because the money was needed to pay his
teachers and other employees."
"Your suggestion simply amounts to delaying the inevitable

through the device of borrowing, in effect, from your vendors," Mr.
Golden said in rejecting the request for delay. "It irresponsibly
runs the risk of jeopardizing the education of thousands of stu-
dents. I will not be a party to it," he declared.
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Dr. Kibbee said, faced with the choice of inconveniencing his
vendors or the university staff, he chose to meet the payroll.
Audit: CUNY wasted $3.9 million in student aid.
I'm just going to give you the citations, now. This is New York

Post, November 4, 1977.
"One of three at city who needs remedial aid, cost of students

noncredit work is put at $30 million annually." New York Times,
February 27, 1978.
"Controller is critical of agencies' activities." New York Times,

January 21, 1979.
"Auditors: 13 percent of students don't exist. Levitt blasts CUNY

aid. Demands $13.4 million refund."
"Applicants dropping at City University," March 22, 1976.
Yet, what do we find here? We find, at the same time that there

has been a tremendous attrition rate at City University, we find,
"Kibbee backs building plan at York College for a $95 million
construction program."
What kind of a boondoggle is this? Whose money is going to pay

for this?
Senator Exon, I live in New York City. I maybe have to pay to

support this. I don't think the good citizens of the rest of the
United States should have to.
December 10, 1978: "Enrollments down; college staffs cut; layoff

of 125 non-tenured workers in City University System tied to 3,000
fewer students." That's very interesting. How come I read 7
months earlier that the chancellor, Robert Kibbee, who Mary Bass
as the vice chancellor for legal affairs and general counsel for the
university, is extremely close to, how come $95 million is requested
for a university where there are going to be 3,000 fewer students?
I'm sorry, that logic escapes me, Senator Exon.
"Councilmen urge city new economies, proposes waste to cut

costs and keep free tuition," January 26, 1976.
"Brooklyn College officials deny budgetary influence on grad-

ing," January 26, 1977, New York Times.
"City views freshman class shrinking 40 percent next fall," New

York Times, April 20, 1976.
"New City University Board will meet today with public's confi-

dence seen at issue," New York Times, August 2, 1976.
I want to quote one line from that: "It's clear, on major policy

issues, the University leadership has not lived up to its responsibil-
ities," said Hendrick N. Doyler, special assistant for higher educa-
tion to Governor Cary in an interview.
"Board acts to cut colleges, City University; students in protest."
"Eight on faculty sue City University over pay," May 15, 1976.
"City University cuts"—it's just the beginning—New York Post,

March 12, 1976.
"City University plan fails in Albany, Democrats unable to agree

on an aid program to meet need." "City begins recruiting stu-
dents." "State Panel urges increase in aid." "Colleges are lagging
in enrollments."
I want you to know, Senator Exon, that moneys from student

tuition were used to help pay for the kind of goodies that these
bigshots in CUNY have.
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"City borrows cash advances to City University for its payroll,"
March 25, 1976, New York Times.
"City College Scandal. Failure to graduate. Part 2 of Post investi-

gation," New York Post, March 1, 1978.
August 29, "Meeting set on head of college. Higher education to

weigh future of Dr. Draper and dispute of Manhattan Community,"
New York Times, 1977.
I am currently—I have a lawsuit which is on appeal with the

appellate division, first department, to seek to force the release of
these documents which I believe will show that there was in fact a
quid pro quo; that in fact somebody tried to buy off with a position
at CUNY. Not only that, but that this was covered up by no less
than your nominee.
"CUNY's illiterate thousands. Post investigation starts on page

5," February 28, 1978.
Am I making this up?
"Board ousts Draper as president of Manhattan Community Col-

lege," New York Times, August 30, 1977.
"Kibbee perks up at hints of aid for City University. When

Kibbee and Jacobs were asked at yesterday's briefing as part of the
$50,000 advertising campaign aimed at getting the city to provide
maximum funding for the University, neither answered the ques-
tion directly."
Senator EXON. Mr. Lipsman, I wanted to advise you that you

have more than used up the 10 minutes. You have a lot of informa-
tion there, and I'm going to extend the time by 5 minutes to allow
you to continue.
I would just advise you that all of the information that you have,

if you care to submit it, will be incorporated and is now incorporat-
ed in the official record.
Mr. LIPSMAN. I hope, Senator, that you have a Xerox machine

that doesn't break down?
Senator EXON. There is nothing in Washington, D.C., that doesn't

break down, Mr. Lipsman. I think maybe we can find enough
machines around here that we can get—you do not have copies of
those newspaper articles?
Mr. LIPSMAN. That is correct.
Senator EXON. If you will leave them with our staff, we will

assure you that they will be copied and made part of the official
record, and the originals can be returned to you.
Mr. LIPSMAN. These contain newspaper articles, sir, and they're

only a part of the material I had to cull before I came to Washing-
ton.
Senator EXON. But the essential parts of the article should be

made a part of the record.
So I would just say that, let me allow—in the interests of being

fair to you, let me allow you another 5 minutes, and then I'll have
a question or two.
So if you will guide yourself accordingly, all that you have to do,

if you will refer to something, you say "I'd like to have this
incorporated in the record," and we will see that it automatically
is.
Mr. LIPSMAN. All right, let me quote to you from the State of

New York Commission of Investigation. The report is dated June
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24, 1977, page 30. This is after 10 years of educational opportunity
programs in New York State. The average cost per graduate of the
search for education known as the SEEK program, is more than
$103,000, Senator Exon.
In other words, for every graduate of the SEEK program, it costs

more than $103,000 of taxpayer money.
But let's get on a little bit to State aid overpayment to City

University of New York for the 1974-75 SEEK program for August,
audit report 3-77.
The question is: Were the moneys even spent legally? No, they

were not. Much of that money was spent illegally. We found, and I
quote, "that stipends were awarded (1) to ineligible students; (2) in
excess of need; (3) to students who improperly reported their re-
sources and expenses; (4) to part-time students who did not qualify
for the program; and (5) notwithstanding a lack of adequate docu-
mentation to support the need. Noncompliance with the law, SEEK
curriculums at the various colleges included subject matter not
part of the general plan, many advanced courses, regular courses
offered by the colleges, et cetera, et cetera.
We estimate these courses involved over $1.6 million in personal

service costs, evidencing a need for stronger curriculum control by
CUNY and State education department.
They eventually recommended that this program be removed

from the control of CUNY and administered by the State education
department.
CUNY's central office, which is where Mary Bass works, provides

overall supervision of SEEK, including program coordination, eval-
uation, legislation, accounting, auditing, student admission, and
standards.
Page No. 4 of this report: Auditors allowances. We determined

that over $5.6 million of the following claimed costs are unaccepta-
ble financial aid. These are: audit disallowances, nearly $3.9 mil-
lion; books and consolidated fees, a quarter of a million dollars;
tuition and other fees, $25,000; budget overexpenditures, $1,463,000.
Grand total: $5,605,000-and-change.
Retention and graduation of disadvantaged students in the senior

colleges of CUNY, March 1977. This comes from the office of pro-
gram policy research of the City University of New York itself.
And I quote, page—table 12: "Graduation of fall 1971 and 1972
freshmen"—now remember, Mary Bass came in in 1973, but these
lists—those cohort groups, and they say how many were graduated
after 8 semesters, or 10 or 12 semesters.

Well, after eight semesters, those who came in in 1970, only 4.7
percent of those who came in through the SEEK program were
graduated. Of those who came in in 1971 after eight semesters,
only 4.9 percent were graduated.
In the fall of 1972 after eight semesters, only 4.4 percent were

graduated.
Conclusion: Over 95 percent failed to graduate 4 years after they

were admitted. What was the cost to the taxpayers? $103,000 per
graduate. But don't let that bother anybody, because it only con-
cerned the taxpayers of the City of New York. We haven't yet—
God forbid that she should get this post—what do we have here?
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We have the figures on—in table 15 of this report, are really
sick. Yet the budget requests have gone onward and upward, glori-
ously onward and upward.
Let me quote you my objection to a budget request for October

1978. I will stop with this one. I'll stop after I read just this one,
then I will submit to any cross-examination.
Senator EXON. You have 1 minute left, Mr. Lipsman.
Mr. LIPSMAN. OK. This is my objection to the 1979-80 budget

request.
The University wants more than a half billion dollars this year,

most of which will go down a rathole. Page 4 of the budget request
talks about "the intense amount of remediation CUNY students
need." Perhaps they shouldn't be in college if they need so much
remediation. Certainly remedial work is not the proper job of the
university. Such allotments therefore in the budget are trash.
Page 4 also says: "A substantial amount of budget request in-

creases for fringe benefits and collective bargaining costs." It's time
we put a halt to the greed of the teacher unions. Also, all salaries
should be tied to productivity. GM runs on productivity; why
shouldn't CUNY?
Kibbee wants $19 million more for salary increases. Fringe have

to go up nearly 16 percent and the budget itself has nearly 13
percent above last year's. The only things going down in the whole
budget are the number of students being taught, the numbers
seeking admission, and the standards.
This request is for a year which will be the fourth in a row with

declining enrollment, but not a declining budget. There will be
over 5000 less students in the university in the fall in every catego-
ry: Community colleges, senior colleges, total headcount, FTEs,
graduate students, all the numbers are in the negative column.
Yet, on page 9, the budget calls for "addition of new space." What
for?
The budget calls for 200 grants for student aid, but millions for

teachers plus increases, but millions more in fringes.
Sorry for my righteous indignation, but what is all this money

going for? Let us put an end to the expense of public works projects
for college teachers.
The budget calls for $8 1/2 million for stipends for SEEK students.

Why not simply end the program and let the students get this
money from the department of welfare budget, especially for all
the good it has produced?
Yet Robert Kibbee generously says: Let's have a nearly 16 per-

cent increase for college discovery with less than 41/2 percent in-
crease in such students. There's nearly a $6 million increase for
such things as faculty research award program and Puerto Rican
institute.
What would we ever do without these? Despite the ability of

most CUNY students to get governmental financial aid subvention,
CUNY will take in $4.6 million less next year in tuition revenue.
This wouldn't happen if the university could attract students.
The last major point I wish to make is this: Excluding tuition,

the State of New York puts up three out of every four government
dollars. The city puts up the fourth. I'm speaking about for the
operation of senior colleges. Since the State pays 75 percent of all
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government dollars put up to run the senior colleges in CUNY, it's
time the State took control over the system, eliminate a layer of
expensive bureaucracy, and in effect take control and make it a
part of the State university system. If CUNY were a corporation, it
would be in receivership today. It's leadership in so many ways is
totally bankrupt.
I have a pile more of materials, Senator Exon, but you don't have

the time, and I can understand that, because this is the real record.
This is disgusting. This is not me. This is the record.
"State says City U Biggies Live High on Student Dollars for

Membership in the Lotus Club." Is that what we pay a chancellor,
Robert Kibbee, in gratuities and fringes of over $100,000 a year?
The documentation is here.
Senator EXON. Thank you, Mr. Lipsman, for your testimony. I

emphasize again that the exhibits that you have, which you have
not referred to and those which you have, will be received for the
record. We will be glad to receive these materials.
[Excerpts from the materials referred to follow:1]

'The additonal materials referred to above are too voluminous to print in the record. All of
these materials are on file with the committee and are available for public inspection.
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Itoch taps parli plan
City U's- 251 higgies
By MARK LIEF

I Nearly $1 million in special
pay •hikes have been quietly pro-
posed for 253 top City University
officials, many of which apparent-
ly violate federal wage
the Daily News learned yesterday.

These hefty payments, called remu-
neration increases, have been blasted as
"unjustified" by . Mayor Koch, Concil
President Carol Bellamy and Controller
Harrison J. Goldin. Members of the
Board of Higher Education originally
planned to approve these inereases at
their meeting next Monday.

"To propose such increases in light
of the President's guidelinss for wage
Increases, the city's fiscal condition, the
very real problems now facing the uni-
versity and the generous salary adjust-
ments approvel under the Coalition
Economic Agreement is to our mind
completely "irresponsible." Koch, Bella-
my and Goldin wrote University Chan-
cellor Robert Kibbee in a letter dated
April 11.

May evaluate salaries
A City University spokesman said

yesterday that there has been "some
talk" of the proposed pay hikes, adding:
"T.t is likely there will be some discus-
sion to review.and evaluate executive
saleate: in romp on with other
uniscrsities and other relevant bench-
marks."

The spokesman deed that there

was any specific list and said he did not
know when the 'Board of 'Tighe,- lidec.-
tion would meet to discuss the hikes:.
However, one source in the city's budg-
et office confirmed that ''senior eniver-
sity and administrative staff" are slated
to get increases ranking from to
14'..

These increases "are in addition to
increases already granted the same vo-
ple" under the city's coalition
agreement with its employes that
provides 8'%; hikes over two yea—. one
official said.

Koch, Bellamy

Could cut service
Koch. Bellamy and Goldin said in

their letter to Kibbee that it was "not
clear whether you are assuming the
cost of the increase," whirls is estimated
at $190.000 for fiscal 1979 and $630,000
for fiscal 1980.

Any salary increase for the universi-
ty's administrative staff "would almost
certainly be a reduction in service to
students," they wrote.

Should the Board of Higher Educa-
tion approve those increases and divert
university funds to pay them, an equal
amount will be "withdrawn" from the
operating budget, they wrote.

A spokesman for Goldin said the
city "believes many of these increases
go beyond President Carter's guide-
lines." The White House set up a 7:
cap on wage hikes.

Kibee and his top aides were una-
vailable for comment.
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A Sit Challenges Ouster
't-• • "if!'-•.-.-",-• '-••• • --•• .•-

, Of 1,050. Cit ,t1 éachers
_ 424. •

%; • By. _ARNoLD f. LUBAS,-,-Eight*rdismissd tealaers. filed • counsel Of the '136-aid; said that
a -FedeKal suit: ye5terday chal iscontinum
lenging the constitutionality o was an 'tin nate necessi y,
the .dismissal of mere tha adding that we ado•ted re-

•i -1,000 full-time- teachers at the trenOiment guidelines w ic
City University of New York. we have used in abolishin
The cuit, - • which - contend  sitions and the are

se- -1- eg  

arbitray or dismissal, seeks The suit contended that ,of-
to comp-el  the universi_ty_nd ficials singled out individuals
the Board 1:0T-II- 11.,ftti, on for dismissal -on the basis of

. "c•-visteful rac- personal quarrels; political dif- •
ic—e-"s" Instead - ot citsmissinrerences and racial or sexual
Leachers. " • --bias.. .*• - •. _ „ . •
,T'According to the suit: which - "The facts clearly slow," it 
'was filed in Federal -District   t reAuced bud&et
Court in Manhattan,-. teachers was to e met by he attrition,i
who held tenu,re or contracts af  r id firing o members of the-71

.for the 1976-77 academic year ilisructional staff:Y.1.a her than_ 
-we • .* * .41 and de.rived of • -Tiffreffectuatinfecoriornies '-

a:jobs "witIout .rocess thrZITT t-Te-reductIon and
of n • o .,was practices _
t9Abotit.1,05b t4aCher-S-on.the
City 'University- ,staff 'received Sitions and benefits,: without -
letters beginning in late July, aty Ward:4cl proc sa e-
the suit said, terminating the 1I9 • • -
appointments for the new ca .---Tfte-eightleaellets who filed -.11
dernie year "allegedly ecause the suit are Judith Klein, Myron '
of the financial exigency of the Gordon:* Brenda Reid, _Jerome ,,•-1
Board of Higher Educafion.l.',.;,., jç1& Gabri.ela---.: Mora; Linda
M Bas a a Universit Kuehl, Brian Barnett and Jess8

t.nancelorr andl genera_ '

It

•

•
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r 34 • .1 L -

. si*Cct. I Board. Chief ;$ctif es. -, .1- *
ea- l'st.,tic' 

ti!y .. ... --_. -I-, ,,z, , •  . 4 ,
• oe..,4`;.!' .. „.i '-;- By F• CIS X. CLINES. ., 1 -.. The staff ' director ' Of " the proper for the state'lin; Emergency Financial Control to supply extra..  aid to' maintain.., Board accused the Board of the university, He accused state. s gligher -Education yesterday of and ,city officials of treating; lc teeing "a desperate - situa- the university as a politicaltion" ,by falling to produce_ a "Ping-Pong ball," and he con-. realistic - budget-cutting plan tended that if such utipopiilar:. * and by "provoldne City UM- economies as extensivetyerr.ity- faculty mitnbers ' and were 4ppiriaching, "then let the:- students to resist austerity con- politicians make the decision!!

But Mr. Berger and city offi-
cials . 'have sought 'for weeks.
t4S,...Iiiiii • the. university :board • .:.-
iet 11011111 austerity pan, -and ,,ii ./. ' stephen Berger1;..twiy._ weeks ' ago-, the. Control. 
Board endorsed Mayor. Banner • 4 , . -,... - „.X.--., !....' :]-iri.- ,t -order'that put -monthly limits level of outs that an' bean the . city's Isubsidy to.:,. the posed, and some .contend thatunivert ' • .--,',.' ..-'-''." ' '-' -.,41,- the. city's minority groups will
"Fromfi:-:•-•-thiV‘-',VinOvensii 

jear 
 

an unfairly large burden.,.i,..
board's action' the other night, I; Mayor Beame's office .
you'd 'never' lenOw -. that they 0 would have no . immedia 

in
•

faceini immediate cash' crisis!! cornent " on the 
university-. -‘24r..:13tzser.::. ._-.,-.,,...--4 t•.1-: i,- Mi.-, Beller said, ' referring to issue until 'he had Studied the

i-:.2, Zuccotti Meeting filleted • .i• this year that city budget affi- In a separate fiscal gathering
a potential expenditure overrun oard's latest plan fullY, 1.!-.1

1.-i-Xeixecutitre of the Control ciall said could 'be as high e :Economic Developmen.• 43oard, which ks•the state panel as $70 million. ''.-.1..-• , -: ' • council, ,a ' group of 200 buSI,
-2/Oharged with seeing ,that the . swe is some. ness leaders, heard' its. Chair._, _city,. restores :budget -balance, 

thz..1.4 ea uinive :oree..rs
dotted pod_ man, George Champion,' caution

- -Mr. Berger slid ' he 'intended cal-problem, with'the cityAnd that the CitygOvernment need.
- 40 meet today with First Depu- thoxn,h,,,,,Iity demanding -more ed drastic managment reforin
otir MayoT John E. 2uccottt on in,:de-p*ore. ot,-,eieite, which if If was. ID siu-vivii the. fiscal

' ;-Whst-. to •do " next 'About the has Its town austerity drive un- crisis,- •'40.:1;"--s'
I

rniversity problem.'. -,,--:! er Way:',?). -,-,- :-„i!fit.11....-.= • -•::•_ • "Until the city gets more; rsit:Somebody,-711- going 10.-Eave„ At the same time, eater and efficient managinent,...froni top!

;Mr.- Berger Said, in in 14erview. ty....136,4,,,e7 ..:15, prescribe - :Abe in' Which the -. downward eco-

wta - creati.* plap .for, ;hem,--- ty.offietal, via* the onii,e-rsi.: to 'bottom, *there ',Iii ..no ;wayj

siA71.119 • Board a Higher' -EdOc,„a* full-range of unpOpular econo- nornic- spiral canhe reversed,'
t-19n4- I..dea'l•-cd ' it r:lai' is.,"' Mies -needed to cover i'budget Mr. champion told- the -council--get to me neire --/-,z. • Teta 'Mandated on the serril-inct over ii lamb-Chop luncheon, aer, a spo.. esman for ,

pendent university by City Ha the University : t,...- '•'•••‘-r,
- -- A-UM': A. Oardinn! the 611r- officials, who are cuttinCnni- . - The lathering in the hand,, . inan;, Of . te Board' of Higher versity subsidies tO help reduce seine quiet-of the Club On Fifth' Education, replied lir' denying the Citybudget's 'huge deficit; :. Avenue provided evidence- -of"Mr.'' Berger's ' contention and :. Mr. -Berger contends that the the bilsinesi coninninity's-freshleistressing Mr. Giardino's presii- college cat! and niergers..'ip- Cinicern_:, for the: ',city:. -budget,
nous complaint ,that the waver.' ptrired , earlier this.- week. are both in the' ce'tincirs- continuing

.1.-IntY was being ordered tti'make at best," ':one very -small first task: 'fOrce' studies.' of *urbant sdidrat:tialcd r,viefpouirmdsbeiw.. without -being i.4nge beitepocl.i".:12;smalc„s--iiniversitYet4;„b0..1.1.rudn:ps 1Prrf obnitenis..et,e.c'told how Much future state and baSic.'. reaction; be: &ergo:Ulu chatter of memlierOgil
and in

ienyelthinit"::1"Issul al, dikened this-i lo"-.. rebuilding;', a iii:14efi.dowrl----4,..; 10, ., ...ciearn soon moved Irorepers
,, Motlas'ili darktiesi'witil .11O In- A,llieyi 'have - provoked vtii, rcal.olseivations ("Yon Can stlllj

i. !c._ .dicatiott'of the available:build- dentc. asid:,fitculty .'to a fever get itlAtrarel.,ineal.At Ahe
s, ,Pcnt -materialiriA-41104±f43's.47 pitch' over ' Secondary issues," in Paris") ....to dis;ustions_;'-of?

•.: ibcWhen',.the ...)0ard approved he" isserted., "Survival is the the city's welfare' problem-and
;tausterity;F ran, :which 'in: first issue.'„,.',..•:-.7--:.:',•'.0- r ',.--_ -t -...: new transit -A_contract,,:igs,',-• ;:;.iidhs.the-„olosine,or 'merger ::University officials and other ,$).,, "I figure the, trapalt _thing
several colleges, idi.'-,Giardi- critiCs' maintain, however; that was swept under Abb.:rug:tin - '
eitied9hat:,-,t-4.7i71.111-cinly \the.ke.t:Is . a reaI limit to ,the...14",he said tn'a!sotripatilon4,

'...?; twig.' e, 44,-ii•-•:-. : ak -----'.-1- 
'.e "They are nowhere near hav-
,4e ing met the city financial -plan?!
'said ,Stephen Berger, the Con-

:- kbol Board's -executive.-- In de-
'enoiniaing the'• board's newly

i'A: adopted -dollar-, cutting plan;
' ;.t hicht.is 476 million_ out .of
'' Canc.. in . the coming year,

.g  the -university's -•, estimate.
"They' have got' their heads

' "Vii the' sand and .by not facing
' =reality-. they continue to cut

.:,.; options for all of us," said
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;tate Says City 11 Bigfliefltra te
,ived High olf;tly. in student aid

lit disclosed yesterd., •
More than $70000 was spent for
cheons, dinners and catered recen-
is. "generally with no documentation
persons attending or the purpose of
gathering," the audit charged: • .=" .
Nearly 53,000 was spent on the San,.
fors and deputy chancellor's mem-
thip 'fees-at the posh Lobos and
iversity clubs and the Century As-
iation. State Controller Arthur Le-
's auditors reported. ' - •
The auditors. reported also that a'
sultant was hired at a cost of
551 determine the public's
ception of CUNY." . • ,
At City Universita headquarters, the
ieY _Was .dreivn., f rms. the. University,

. ..- ,s . . _ . _ ..._..., ........i. _ ... ....

_i..: By BOB HE BERT.. ', if. a ,.../ -,,,,,, - t.,.t -u• .. ve-; it,' were dropped without gra-
/ 0 a_ _. . By _GEORGE ARZT - - ___ ., ,- students left The program or

' High-ranking'officcals at financially troubled. ify 'University have', 4 --ill'neaYrly $311.31.toilliosii ill-- '--Uatin'Thg.'.:1' i'f' ' Vit sten tossing laviA parties, _decorating private residences "and paying - irasants. to •lisaclamntagect" • —•:. Iss''sr- Y ' - --s-
• membership in 0,7011SiVe elUbS with funds derived from Student fees- , 

dents' acctimulated less

I other unauthorized sources; I state:. 
audenti ' under .th e con-

than 24 credits_per year and

Fund, which. was set up 'In April 1970= ,

- fr - • I SEEK ro

rported today. -- , -

. did not complete_ the course' - State Controller 'L evit t- nt„nindy five_ yearn, fire

m
.$036'000 is interest e'n'ea Levitt Said that nearly_It'alf ttvdearraliite.haytheLe7:;t:ji-eviously collected' student fees,. ac-,_ . of the stipends awarded in ii comparehie piegi-aet,.._cording to the audit ',.. •- = - .--;"..--:-- .' - 74-75 went .-to ineligible., _ ...hoe,. :the -program

Queens, Brooklyn- and John Jay:cor,i.. mplOyment :beoefiti.; "lo 1 rit.ithde, offers- regulai„itol-

fe' Similar funds, knotan' as the Presi- ':-.., edeeta......to _ students' who i ,...• - established 'to 7 teachdent's : "'nods, "'wire established. at., ', ailed -ao. report welfare or, iasic „ins. mucii of the cur:
-leges. and at the Graduate Center.: r'i --,_,.- part tirpe students not ouan-•,,i iege courses  4,---•... „...4„.....,,,," - Although the auditors say that the':', .. fed for_ the program °and to, _,,,..... _, -.-, ,_____._
liGhsbrrigis such fnuitdsle.guan' i-bveasirsistyThch' Lsthceb-,..--": 'Etudentii who failed to docv,-,I. ...° _21% DTELIGLE

inent their heed for isidZe.- "r..- The audit found that 2273top Robert Kibbee was- quoted in the -..) . ..phe"patten't. of . missing ' 'students—St   Per cent at theaudit as saying that all of the- exPendi-"..; : lot _Inadequate; documents."' 10,929 Students lathe pro-tures-ivere for 'College-related" artist- , , paynier!.ts of stipends in ' gram -- 
_ 
is - 1975 ..,--. seersties and "the report fails to recognise .. excess of maiv3ated 'limits, • econcirnically 'academical] 

y 
orthe various and sundry social oblige- , ' and disregard of cost guide' In some other Way 

ineltgi bie
tions required of the college prrsideeta :2 noes has resulted to to receive aid. -- ---- - ian the perfornsannemf their.daties.".,- L." millions of dollars of inaP• ••••'In many • eases,. "Students,

propriate expenditures to falsified parental ncome and
ineligible students and-oyerr had school avirages ranging'
payments to eligibles," he from 80 to 92. To qualify forsew, , -, ... t -'•_, ,... ''. • the program; the average

.....` . 16-3-EAlt PROGRAM -. • should haveliee. n below 80.
SEEK, which Standa for 2 A random *Sample of 283

Sear& for Education, Eleve- iwards indicated that about
'ties and Knowledge; Was-set' 46 per-cent of the sUpends
up 10 Years ago to provide were . "imp r rip e The
nanciaa aid, counseling- and Ineligibility rates. of The 10
tutorinitojhe "ecoisomicalli" senior College's ringed uf
and educationally-cll.& 67 per- sent with Lehma
vantaged." In recent years It _Brooklyn, QuIens, York, an
has been widely criticized for Hunter at 'the lop of the list.
-acL-nirdstrative Sloppiness. ;Levitt fulr

Levitt also had the follow- :"prompt;-- independent I n
year; 10,409 'students at _depth evaluation of the Re;
CUNY were In the program, ̀compli.shments of the SEEK

'which had a „budget of $272 program..., . °-
million in 'state, city and.- He recommended' that the

°federal funds. state deduct $2.4 million'
Leitt also :had. the follow- •. from. next Air's "state aid

-Ing criticisms' of -_the pro- payment to_SEEK because of
expenditures not .authorized

" Significant 'numbers ,91„,
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A . ;

pplicants
1 ' •

--- By JUDITH CUMMINGS ..-. -
' .z..44tData - gathered by the City

--44.1niVersity indicate that if the

.t

1(1 EEIS_W4RNP
ABOUT FISCAL PLAN

-
2 on Board Say Call
for Him to Quit if He Offers

•
No P oposal to Close Gap

JUDITH CUM

Two members of ;the Board
of Education said -ryes

iheY" thaCthey- would

. C,ity U. Is. Reopening With Tuition;
Ptoblenu and a Dro in rirollt-A cnt
' • 

_
.°1 Still, Some University Officials -Set Imprdiied• Stability,Students Repol Fis-4[11'

-- • BY LESLEY OELSNER )•
t •.• the Bic. •

, 
1,42,..sen m nx, "th each-- sharkig,

/11/17C:

KIBBE CRIS:Efr:
OF DEFYING LAW

•

-
THE NEW YORK TIMES, THURSDAY, APRIL 8

•
not takenc into _account in tlielcovered by the University data;
analysis the rest being oicler.-",:';
'"Their data up  until now • •Alse,., he said; the setting

..n. kgn„iacciirlitp..1! said Gerl,of a With I' applications dead
. ccept-

.▪ the
has•

ption
-
;

etu.-
sliown
• later

these
w of
do,"

.si▪ dent
ueens

•

Goldin Also Says Chancellor _1
Runs a Risk of Losing pb!._
GverSity U. Spending ,—

•
, - • :7-icieBy JUDITH CUMMINGS 'I:*
The City COmptroller ,yesteg.day accused the chancellor .91 .the City University 'Dr Ittibtert ICibbee,", of 6e-4:Ile-resignation cot Dr. 

.
s Ca ie law,and Ylossibly, risks'

curbing the university_ •:_ 

Kibbee, 'chancellorj ing his job, by "not- ade -, ,
• ent spencling.-1../

The Coniptroller, Harnsoe.Goldin, 'wai "reacting to 1-,/1.:
Kibbee's disclosure ThurSd4,xthat, because he did not have
enough "money to pay all the,university's - April, bills;Would delay payment for- aup4plies in order to pay facilityand staff salaries. -

f Mr. Goldin said he would pre,isent the legal issue forI  con-siderati by. the EmergencyFinancial Control Board at •hameeting Monday:. - He Wan:joined in'his 
denunciation'.the of.

chancellor's move by Ste-.;phen Berger," director of thet.Control Board, who declaredr,-. _"If his inswer is 'I'll ritythem next month' when I getsome' more. money,' this is nota program—this is a prayer."'the grciwings dispute over',hem much the university willbe required to reduce its spend:ing—both immediate,- and fuitare--the Comptroller's pfficel disrinc.A _ .

•ot city, University, unless he - Harold M. Jacobs

.produced specific recommends:
„ , _

tions to resolve the university's
fiscal crisis.. •
_The board adopted 'a con-

troversial plan last Monday for
trimming the' university's scale
along proposed by pr:
Kibbee; although it -was ac-
knowledged that the plan called
foe spending $76 million more
than the university expected
to receive next year. t

announeement: by _the
ob.o!!rd mFn.bersi Gy.rstsoan

jprGoldin and  Harold .14.4
coct,bw,s was s as the ,first-public sign ,

reported within the
university to be a growing pri-
vate rift between the chancellor
and 'some members of the board -
over the handling of the fiscal
crisis.;
"Failure on the part of the.

ithiVersity administratiOn ' to
submit specific r_recommenda-,, Dr, Gurstin D. Goldiii-z

tions for closing the acknow-
ledged fiscal gap Would be a
dereliction of duty, and the
board -would, have no

Al
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By EDWARD .FISKE
owing to""-whatne called "public policy

considerations,", the chancellor ofs the
City University modified, his position and
endorsed yesterday a compromise $90
million, to $100 million constniction pro 

'lararii for -York College in Jarnaic
Queens, and a 'curriculum built aro

. ' business and 'health-care rograrris:-
, ur,,, lober.t _J-,---Kibbee,

..i. previously had -opposed further-fievelop-: I

. ment- of the imPus on - the 'ground that:-
-a' proposed ;140 inilliOn'expaison wisl
:not educatiorfiliStifustifialle-.".:".:;:.'-::
_ Yesterdai;:iii an interview in his office,;. .
he said that- ,if ""public :policy': dictated
a` new carnPrit;;,`-tthere are was of mak-1
log it justifiable on educational grounds." 1
. itoweyei :no decision-on...any Construct 1
fion onywiiire-r3n '..the ' City "University S
system'is.eipected until sit formal mas-II

-ter praiiii is' appioved.. by the Board at;
Higher "Education. Ultimately, - the deci-r
sion rests *with the Mayor, the GOvenor
and the Board of Regents. --,
' BdrOUgh President Donald R. Manes of
Queens, who has been fighting for a new
York campus as the keystone to an eco-
norriic-tedeVelopnient plan for Jariiiiica,

I
said itlrat lie was. glad the chancellor is
now' "graciously ' advocatirli al' DrUgrarii
that I have been advociting .for years,".
He "added that he and other Queens 'politi-

. _ .

- carleaders, would press 'the chancellor
and. the Mayor for.,.”a firm commitment
to the building of -York College.';!-P 4-,_...r..,..
`,. The future of ;the College his become
the most Controversial aspect-of the mas-
tert,plad., The -.chancellor. sent' a ' draft
document to the Board of Higher Educa-
tion :Yeaterriay,-
sche at

1 _91rffs beadquarlez- .., -- ...., : -....

t
•7 umThe docent has been eagerly awaited
:by' officials, . who, id the light of - cur:. rent fiscal AifficultIeS,'-'iraVe refused - to
approve-any further. construction for the

3 university-without an assessment of over-
--all needs``Approval by;,,the State BOardr of Regent i and the Governor is needed 'be-..P.-cause. the State ' Dormitory:: Authcirity
r must be authorized to issue 'bonds for
rconstructiOn.,ne;,'.-.• '---" ' -

estimates that b3.-i.'19-96
enrollment at the 15 undergraduate 'andt graduate units-orthetity University Will

''fall from the ciirrentlevel of 153,104' toi 139,050 . -"full:time 7 equivalent" students.t The projected 1990 !figure is a 26 percenf drop from the'''univer,sity s peak enro7 ment• in 1 -- - •
nsi erably more' students are in-volved since the term "full-time equiva-:lent ktudent". for 'planning pur-

poses.-Two half-time students would, for
example,:Courit is one full-time equiva-

7-4t'AccOrding to the thanceller'S estimates,
uriall _/r

ENliOLLMENTS DOWN,
OL1,EG STAFFS,A

Layoff .of lg'ontenured Workers

in City University System Tie

to 3,000 Fe eS s dent
• •

By EDWARD B. FISKE , •,
- ,... In the face of •unexpected enrollment
te declines, the nine community colleges of

the City University of New York have
sent layoff notices, effective in Septem-
ber, to 125 to 150 nontenured professional

1r-staff members. • , ..-t, . . . _ -'
Three of the colleges— Bronx, Kings-

borough and Manhattan—have sent "let-
*--ters of nonreappointment" to a substan-

tial number of instructors, librarians,
t'-laboratory assistants, counselors and

" -other nontenured "instructional" person-
v.- nel. Other colleges have sent them on a

more selective basis. - - - -. . _ • -
Dr. Joshua L. Smith, the president of

7....., .' Bronx Community College, said he had
e- sent notices of dismissal to 44 staff mem-
- bers in order to meet the Dec. 1 deadline

1. required by the contract with the faculty
: -union for notification of nonappointment

1 fOr the following academic year. He
added, .hOwever, that "the chances are
very good that a substantial number will
be rehired once we get a picture of the
budget and enrollment situation for next
year." . , .---; ' . '

: ' The dismissals result from the fact that
- community college enrollment this fall
' was 3,000 "full-time equivalent students':

below the 63,000 projected last spring. A
student taking 12 credits is counted as one
full-time equivalent student, or

. Two students taking six hours each would

...a

Iso represent one F.T.E. for budgetary
purposes. • - - , 

''' 
_ -

State aid for community colleges is
ijargely dependent on enrollment. Senior

t
colleges receive aid on a different system
and are not as directly affected. -

Jerald Posman, the City, University's
•••-.1.....-.,-,- I.A.......... ..,- . ....• ---••••• J
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The president of Brooklyn College, Dr.
John W. Kneller, "vehemently" denied
yesterday that budgetary considerations
had influenced the grading of a -contro-
versial English writing.examination:given
to 1,600 sophomores,an the last several
vieelcs.:;,,,,?4,,',,,-S•f: ,t• '-i-;,Y,0111:-;":47`.-2:"..,..--,".
' However, the chairman of 'the -English
department, Jules Gelemt, disclosed that
the four faculty Members 'Who graded the
tests -bad found half of the students'
papers "marginal," but had decided -to
pass them because "the test was not de-
signed to test anythingbeyond minimum
proficiency in writing.'. , • • ,•,•;,.• ••• ,„-;" - :
But, along with Dr. 'Krieller, Professor

Gelernt, as well as the college provost,
Donald R. Reich, emphatically disputed
a report in The New York Times on Sun-
day that failing students had been passed
because the college did not have enough
money. to _provide ...remedial writing
courses for them,". ..,-,,-,,-- •,' __, •• -.
- "The grading was not in any way
changed," Professor Gelemt said.
One of the readers, Prof; Louis Asekoff

of the English department, denied having
told The Times that _."we had to lower
our standards for-budgetary reasons" and
gave' an' stecotmt Of the grading of - the
papers similar to Professor Gelernt's:k„,:,

Test Object Peat Is

'.Quite aPare.froin the "ciirrent, Miestiona
about the proficieney-'.'e.xiciii, the test,

a otetea7='ition ten -.-"I;nia lwit
proposed,r16- be -.operated •by, -
the Bean:Lot Education—for: .
remedial lelp.-,4,,,' t ,l'7. I
: The decision ' to "'relax en-:

i 
• • . •

trance criteria s sem' as a
,pirnpromise '. gesture:4o the
board's J three minorjty-gioup !-, ..
members, who have 'adamantly
bnposed any retreat from th
university's policy of ',guaran
teed admission tO - any reek
graduate of a city high school.
- She., requirement, that apnli ,

t -cants demonstrate competency
f to reed at On eighth-grade levelI
raised. a' public tinted,: afte
it was....-aacOted ....1*:,..thejs6ard
list December, . when; stuclies

tuch 'a. mea'sure would' cut -nily theimNersity indicated'

It:itity enrollmenfinspextjall's
reshnian-Assisj,y1nore than
- -thirdsn i.7.,',7%,.,,:-"''.?' - ;-1.'':
A - - laws ' tam' the
so utton on' r

en t.t.. two

••vor•vs.r.te

City. ar ,41F.
111 VII Li'''. 

Inboard ritemheW, Vta ui The 'Plan:to-ails for„.. the .ohn.
n LunstICoef

4.7 '

Brooklyn college Officials Deny.
,••• A 1.1; .. ' eriminalt

Budget In* ice In nce r • in mallt
n i allowed- •

kor-4 I'll1 E 
:14.144 

141, BYLE AR --
teernr

large numbers of pa , the, had no
errors of language or grammar, but
whose content .was thin and *hose treat-
ment of ideas was extremely superficial."
, The_four readers along with the head
of the program, Prof. Ldla Melani, met
twice, be said, 'to decideco criteria and
decided to paa.,sihe marginal P9PePititlft,

ked whether -the deCision'Olwhethor
to piss or fail half of thelonhoinore class
had not been made at a low levecProfes-
sor Gelersit said, "if -not got 10
trust them to set the standards, then rig
not going to trust them to read the papers
in-the first place."rfre insisted t.'ha only academic corisid-,
erations had been used in deciding wheth-
er the marginal papers would passiei •?-

.
112-e 

tf The margin
college refused to rega-se sam-

ples

•

era
 ec e er e papers ealen-

stra-telacceptible 
Reich, the provost, saudr,"Are

asking Brooklyn College to give you, a
copy of On examination of 11 student sylid
took if knowing that it was a proficiency
examination' and inake,it a,public
mint? I -don't thlidc--„Yo,u toTask
that:queStion.i itgacks a hip, of 'OM
kind„of viola* sifacadeMic freedom7.!:'

4.•

er n rance Rules
05 

Queens,- whici was. re-
duced fronire four-years•ollege;
to two-'year status in the original
Kibbee pl:wilrreportedV be'
allowed to. continue as a senior
college, on trial,basis, until
it can be deternlined„vibether
future student enrollments jus-
tify itsinaintenance;':rt,ts
Medgar Evers .-.College I

Brooklyn, hoWevet,' will be r
duced to a two-?ear' colIc

Jimafca effectie in June 978 

yor Beame reactecricinies-s-reforficthat the City University was planting apublic relations campaign to- fightplanned cuts' in city. aid by sending aletter to '414„ Robert, Kibbee, chancellorof the. City Unive.rsity, "Your avowed in-tension to fiOt.the city is disap-pointing,‘ to_say the Mayorlid in his le r 
_
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New-City- ti. 'Board' Will- Me e-t-1"6"day/s.
_.With Pub

1-
By EDWARD B. FISKE ,•

Educators and others -con-
cerned with the City Univer-
sity agree that restoration, of
public confidence in the univer-
ity's ability 'to manage its

affairs looms as the major task

the new board will also face
several other, important deci-
sioni.,:lhese
..9The.,` selection of a ;new

chairman; either from iti-own
'anks' or from initside.f.A
• EiThe -healing of personality
Problems that have _undermined
relations' between -the' board
and the central administration.
qDevelopment of 'a plan for

future financing of 'the' senior,

gRebililding the academierep-
utation of institutions that have
gone_ through major tuts in the
size of. their faculties and stu-
dent bodies. and are plagued by
such Problems at low faculty.
morale - and the loss• off; Vital,
young teachers..z.zxt,r,i.)::-...3:14.1

In the ' broadest 'sense,
succiss of the new 'board 'will
ultimately be determined' by
how decides-to:apProach-the
two: 'basic,-- and sometimes

conflieting---objeC-.
tives -Of Providing 'high:quality

' • • • w " -" A. • r,
("hp ivenf

the senior colleges, is to em-
phasize the creation of tradi-
tional academic institutions
and leave it to them to ,define
their responsibilities to the
city. The other, favored 'by
those- most, sensitive to, the
goals of community colleges,confronting the new Board of
is to' begin. with social • con-Higher Education when it be-
cerni; such as maximum ac-gins formal operations today. i
cess and try to build academic• This confidence- , has been '•
quality within that framework.adly shaken by university

actions during the budget crises ' ,Long-Range Iqspac
of the last year. Critics have - Whatever the new board's
ccused both the- chancellor's approath will be, it. will cer-

office and the board itself of tainly affect the: nature and
ailing to provide leadership in health of the City 'University
retrenchment, of miscalculating for Years to come.
the realities surrounding • free „.,,wh-si-Nie need nothing
tuition and of Confusion over less thin a new definition ofthe• of the City Univer- the role, scope,- Size and '-pro-- grani of the university," said"It is• Clear that On the major

lick- issues the university
leadership-, has 'not lived up to
its responsibilities?" said Hen-
rik N. Dullea, special assistant
for -higher ,education to Gover-
nor Carey,-In an intervie24 ,

Mayor Beanie has annoucetl
that the city will terminate
its support of ̀ the -four-year 4
colleges at the end of. the cur,'
rent academic year. ‘"e'.

While. Governor -darer has
signaled hiawillingness to Move"
toward state financing over*
three-year period, many believe'
taht the particular higher ottii t
cational • needs of New York
City—notably the obligation-4o
provide a large number-of stu-
dents with remedial work and
then help them make.the tran-;•
tion'.,to college-level academic
work = -̀requires -some -sort *cif
citk invOlvemenrinithe..senior
colleges'.  ▪ rxit",
• far the community 'collegttt
are not integrated into the seine
system- as the senior colleges,
they " then' 'lilt :become 'little

Anthony •D: 1Cnerr, vice ehan- more than grades 13 and•14 o
cellorjor budget and Thumb* high' School,", said:Mr. Knerik
"It is something on which we Di. Robert 3.•Kibbee, theCit*
have "to come out early, for- University chancellor, ; has re,:
cibly and with great clarity.', cently - begun to argue for a

:The old board, led by Alfred
A. Giardino,-,was dismantled

Several Other Problems - and replaced July, I .as part of
--Although the establishment of a legislative package that puts
stable leadership is seen_as the a floor imderthe level of state
major task a 'broad sense, contributions to the City 'Uni-

versity and requires the impo-
sition of tuition charges for the
firit finie.-Tre 14 member's of
the'new_board, half named by
Governor 'Carey and the other ,
half by Mayor Beanie, will hold
their-. first ,:'business session.
todayMttlitAit+,„;,71,41:44,-,--
• Financing Plan yeeded4
. Tile': in; Ci:;)
On' the'agendi will be the-Si:
lectiori of a 15th", member:and
of a chairman,' who may :be
the :same: One 'reporf is that
Harold M. Jacobi; the Brooklyn
businessman who is one of ,six
holdoveri:.from -the last *heard,
¶villl)ecom" 'chairman, 'for at. • 
least., the -Immediate Jutire.:,

Venous'appointees'. Of Th
Governor:however,-rePort that
they have heard nothing of
any, such plan. They expect,
thafthel5th member will he a
person of Such stature that he
Or she' will inevitably_ became
the •

arid mass education ' for an Another, immediate .decision
Urban clienteIe. isthe development of -a prp-
Oneposible" approach, the posal -for the long-ternffinado7

one, favored by- presidents: of ing of the nine senior colleges.

ft

2•14.4t,

•

Harold M. Jacobs, _ . .
expectetttobeFomF board;.,
chairman for at least

,immediate

• • if -
plan* whereby Ihe„.., ty
support; freshmen :and sophol
morel in' the colleges 'At
the 'lathe finance$,
studenti:fiT:the°cOniiniiriitS, col;
leges. SupliOrf_'of:upperclass-
men. ivOuld ;then 'be left to thej

smell .inijott
new Policy decisions faelnethe.
boardZIK4eimr,filthe questioit
of -credibility‘iiid 'public' cm:1k
dence,"iri thelimiversiti'S'pro-
fessional, and lay ,leadership:;

It -wis observ-
ers 'that;'_.iO7'ionfronting:.del.

Vjbudget,crises ;Of . the last yen
Pr the City eniliersiff,laaked anYP
e. thing-reiemblint anorrnat go
8 ernirig system' in Which a' layb
5stard,", -a ctint

rsAssfinime" est- U.. •
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the t._  .,...:_ ,i,,,,,41,,., r __ •V/r/F;:-P7
0 -0.' it'd tie.. _..

Each year more than $16 milli0.-14, .'41..s.- . - .'..". : 7.--._ .. . : - .,_-_—_,.." - , . .-ikltrurgemd" bear monaneYbosythindm'paiti"- td'ar.' •-•
federal and state mitt' on aid pours'uud-e, part z are rosy invesbornir,... .• she told The Post. 'Ile was a lovely-

:: thinoenhey7ttaisaintYteecAlege bin hpe-student''' .
- • tangly in Queens. -,--, -,. • ,..--,-....,r, ..,0-4:by WittianiReffermin -:-. ' young man from a nice middle class

and opportuult9Chut. Which: -tar ....,.....-.,., -,...-,- ,.- • :- . - .. • • • - .,.. .Eul 'Olen I received his first ,lest

''...::atelfnuehleael that'gY:t*.fiSillney, U:1*-ninnZeeStintga'-'4-- -::- 
crushed
tiet WI; tlideire,111..Weiglill):"I'22 - 1"- - . - 1,3:f7vriitewasaboshvec'eka e4.4thHgreare 

simply could

, lion by The Post has ,founk Is 
being ou.;era,,: who are ' quietly' pushed - Miss, Cullinan , explained that: the.

t.,.. handed out to '.ftinctionally• jlliterate,zuthrough the :nniversity and, receive.. young- man- somehow continued .,'on

•- students-mayry from ...mtirrity neigh:- -- ,legreeSi.'..k.,), discover That a degree through four years at the rodega,and
.

• borhoodi------- who have beenitiredp the ;-•,. in the bands of an illiterate Is of little--„ was granted a degree., -,-.: 7 -.'.. , ••••

college by the thousands under the - valne:g. •-•:t.'_'''.,-1:.;-,?:- -..--,•:' --' ' ---;:-,' ,,...:." -. '"He_ came . back to 'see me shortly'

I nstitution's open admissions policV,,.-- ....__••air 2.e .fr..,,,•-i-rar'ga'r'et- ._,..iimaxi, -after that,.! she stl.• Ad Ill never:

• These same students; many facultY:_ , . Jar five 
ye . a . .orre. 

the look 
.601. is 

eyes:
,

members now admit, have become the - taught- history at City Collegoeu: .,.._?„..:.,.,.,-,7_. i

victimiof that policy. Some are .samply.: ..sa-w_ lint:band.; "thar.r_tolal em ..:a1,...1.,,.„,.....;.
,., , .1:: .p. - ti!..a .. Pao 19

---;':.--‘4.,.__al,*tri: an assc''' • • "Wh-a- we have -here- le an  .077 :.jni

.tr;aLetaP•foth'urt?rru-.°auyt- e!.741:Ani.,tlies4'; 71f'dittlue!ti_edmiticasYtinejng g'olntb;Ivegi,E studer0,Who:aomelfrom ibl-':-., These' poorly 'educated du- '

1
r nority„ rielghixtrhoods.,-. have „ dents 'are .ate '§imply :'-being •

. learnIng.l!md :t.,11.4e-nno d.on'!...,,, ,.....,-D;;,-...s.f.. - ...- • *stn ,,'

the potential' to ,become. good. pushed through: And in do--
studeats.li ..F.-,-..Z...Z.0%.1.,.-„,-.7.-i J-,Ting T this we are:-shortchang7
'What .we i;if ITSOTeier' -Ing the* We a'"heathihe explained, .1a-.14,i,diffiren,_ our own _s(tidents;":'he said.

tJate betiveen"-:the'stUdents- --;",B,.,,„°r!a,,,,Utin/,isted,,,.„th„en,.,.,m1.-iv-hb have a'Ca_pie It -3, • -for ,-.1,-"i-Turflgiu.,-'''...,-;47,--4.„-" --77. "-----

c,...-.,- 
.."'iliere'irtmanf-flne4U--AlakHoo-in have-bee-Pi'loWelheddents iieke;:.:bur4E 4iiiply.;:14. ,Ch, po- int.l.thit wi bedilnt. Ilrin7,74:*1,4",-por-Xtu-.* oierbicinvardsdo kee -them- -Ldents and everyrine-saffata,r.lii-saiool,Then 4:4 gi P. Uieni",- he added. •The. '..classes - arei-iredit Jar -remedial -"- -; -slowed d_own ' for _The poo. rer,--and - fool-  Diem Into believingstudentsVine;'• and tbe good 'ones' they -are- tt . - 'are left behind' with - yiem.'' ed ti' - 

e 
i-ng a----'' - 7,--CPUege:

• . The .professor; ;v1u3....'also,?Rea.09.1.1.014.•iuklenti•:ivorks In the private sector; ,no the CitX. College arriPlIS-:"1.. said Many_ corporations .now .......,.. widely mixed- if
Lavoid-oben...anis rbion',..' .stu...a2gted .a.41.?gt 

MalV In
efellohe ...Li
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29 MEETINQ SE
.ON HEAD OF COL G- r2et,

_ Higher Vcat !In,. 144 o Weigh
Fevre of Dr. Drafier in Dispute'

Manhattan Community

= By EDWARD E. FISKE '• -_, - ,• The ..Board of Higher; Education -has
Called -a special nieeting for Afig.. 29 to

. decade whether Dr, Edgar, D. Draper Will
be_ietained as President of the'Berongh
of htenhaitan Codinuniti
,it issue is whither the bard eon thine.; •
to.that4*.'ConfirlenEe-dit.:gi._;13riiper- after

" re-
pot critical of the college waslmpropery
replaced y• .Ittiniald Giult,;:, the

• three-member'subcormilittee looking into'.
she matter,u skid a -decision' on • •Dr:
Draper's fuhrre as ,preiident_of the 9,000i:. student college wouldbe Made pitimptly
in order to protect the interests of stu-

.dent.
. "The ittboOl Chios," be said in
an,intervievi:" "The administration has
been draws into .prepathig 'the defense

_ of Ed Draper instead or performing.theit- normal functions. Wetant to resolve the-
adininistrative' qeesti Of Borough
Manhattan. commuriity. -College, by ;The

: time school opens in the fall!" -. . : -• _
. • 4r. Draper:denied that his staff had
,-.been diverted from preparations for the
opening of the semester. He also disclosed
that, on Atly 26-he formally appealed the
decision of :the Middle Statek:Association
of Colleiesand SC1300IS: Which oversees

' the' accreditation"process in thin area of
- the country, 'to-disregard _both' of the
' _earlier evaluation reports and to-send in 

anewi taint' in the

; 6'No,Sound. Bauts' Seen'
. In his 'leiter; Dr. Draper said that the,

association had "improperly!' rejected the
mo-re favorable document, which he

- termed the evaluatton report,"
and that there";was "no Pound 'basis for
establishing a second eriluation team."-
Robert Kirkwood, executive director of

thi cominission on-higher education of
- the: association, said the :appeal would

*be = Considered • -as' soon as • corrunission
. ,niembeis :Could be assembled, probabl

in "early September, _
„, the ,C(intrtrversy -el-noted last 'Spring,
when it became known that there were
two versions-of a- report 'On. the Match

In- the collePe'by,a one-member
teim heidedly.J. Harry Sriiith:.thepreii;
dent_of pis-ex -County-College
the "OffiCiar..iietiioliZ'ililimitt-ed by _Mr.

:Smith to 'the-liccredifing,lbody; had high
praiselfot the; adminittration-pf the col-
lege. It called tikiefdettli,p-,!'etable"_and

; praised the "chile cooperation and
spaatlon
wire heiVlian--areil promptly on an todt.

basisfii•t".,,,:' C.

Board Ousts Draiie 14
.r.as Presidtint---:

Of ManhiffaiftiliiitY College

!.. - ...,_ • , • .._. - .... By EDWARD B. Fisic
g_ _i_ .

i• The Board of Higher Education 
ousted ' . • ,-laccsillabiaLmatom. ey:_' "ailiciaceorri-

. Edgar D. Draper last night 
at president liant -Yaiir-old :president" 

durin, i.

N of Borough of Manhattan 
Community -ffit-Biddearance bes_in_i re-i.ne r .stl----101.ha

Colege for whit it called "the 
good of je ,We-Vat'ethig- - di=a.._._  aia--5,---111-

".plie.colieger... .......•„--: "-, ..; ;...,,, ,deirskio -ti_n_j ll___.14S-lak-Slipreme.S..c
o

i' Since last June the board 
has been in--  i t now. were undesd4::_he se

. vestigating allegations. that 
Dr. Draper to.' • i -LI "v ,.-: eifures-

: used "improper” means to 
persuade the presidents d thejltolleges and 

imtversi-

- bead of a college association 
evaluation e‘-b--- ve at Om piees-orgd-

the 

, team to alter his report in order 
to por..,..and_can_he_disrnissed by 

vothe 

i tray the college administration in 
a more cremilv sa_pcneonetis a fac mujty_d25ber

: favorable BOA.- --.  ••• .._, ,-- ;',- -••-',".... - _howeyein'  reauire-- 0 MI—charges and 

,I, The decision' came at the end of a tvio-
- hea..r.ip_gs,_11,:it',..':,t,"Y.... -; - ,t ,- ,• • •

- and-a-half Your cloned meeting 
convened _Prior to , Rmed T. Gila - 

'to consider • Dr. Drapers tenure as 
head • . • . ..• e- her commi

i of - the" 9,Q0B-Student -instit
ution, whose tee investigating Ur 

matter, sai

• main -offs '.are ,in- la midtown -Office 
the issue faem  the board was ng 

the.

-': building. VFollowing ,• the meeting,-, the speci ics o t • azuullytati _p te but 

-,board  awed  e dismIssal -end de
c. ,tbs,r whether the boimr conct uued to•

, ti),'. -Dra..•r w. ,a-arsairr.. . : • 
'... ot: nce in Dr. Draper. ' r

, . stet  as a tepqn wit .1, the - ,The hoard's coinerover ,-IEYraper' 

7  City University,  ... . .0--.—..-r-:-. ..,---' 
i;dministration develo last June When.

• By way -of explanationee short state-
 . 1..a_M2.1?e__IM

; ment"by the 14:Member gover
ning body 

fissgiciati0nusif--Collegaa--1=1.--5econdar/

• said simply, -"The board believes that-
new_ Schools asking for an explanaf .r_ip.L.h.t

i leadership ,at Borough of Manhattan 
wilt there were two vi

iclicnt--Varciont

' ;be in the best interests.of the 
studenti ....oLjg...Ar,,,,,,tata,n taaorphIMIV ...,"'

. and the C011ege."1 .7 -..: :. ..-,'-' -. rrhe Qffigi.Ll_yerRiggi_ 
repo sup.

.. ..--• Draper Says He Is Shocked-:•.1 -,'.. 
milled by -3. Harry Smith, the 

president

-,•,- ..- of Essex County College in ...-Newark 
and

' - Mr. Draper, whospoke for half 
an nour heed of the tEeon, had high 

praisefor the

:before the board, said afterward that he administration 
.of the college, It celled

was shocked by both the decision lied the _readershi
p ',stable" and , praised Ohs

. the way it wag aartiatI °MU: :'-.:':::: 
'.-:. "cloiecoperation and consultation eni2

•• !!.1 ant deeply disappoi 
.. 

a .. ienio, i lide, ...,,,,,z,f_,......-....‘ fk...,:y.

"'Thaw. not been banded an cbarnuji......... ,..
. os for 1-1-•,na i.ila-tetstiosoll,_ ....:_A ,secoiSeeortVersion TantiVbawrianeirlial>,..-,tr.

, •9uLkiv_in; uneanyondersta 
sion ke of "ins

reason • o ra 
administrator

.... sooteter • ucatietid that the 
leadership had "eve

' ..hont.t.,rt in •a more responsible man-  
aped a moA-CrTif—ierand-us" that 

eat=

..7.,- -ner-143,  Dr. DtlieT_ w....1.:^".'"I'fiL."'hel_d.' Tt.---he';'4;;!''';175e-t-i:. atiotf....thl•ae ri-Th'i endq-resresPecus. jimotibrar:adm"111: a___L_La ,c.stiZitio.:

• , IA, 1 'i cc 970
, Ebb the Chance or of the CI °bnetti Tr  ; Wbeil

I :lc= . . w .. .. 
Association

and.-somr . 1 I. • -1- 
Dr. es

- c, 'Allegedly for incom. • mice, At that
 time  iii- a new :1'n_j't.n_ite fall. :The 1

the 

e .ground that  P..oird an informal 
committee 

.was- nnsufernent 
emnr .laI ed

,... 

. "41eThiTe'll-O'7Iii liaS'-'1i/l'e'd'-':::oU
t.13r.DraPer us  talc.... a.e 'ca. , i... . • . 11

• • of e univemty. tor a number qye
arF . iayora e .,ent,,,,gai.:-.-",,, -In ,,.th• p

1.-  said Dr. Dra_per.• , ,t,.. •,•,.; 
tr....-Az.t.,,,,-.:....., Beth -Mr. SI.,.________..AIL I:1,—. _4731..1W--S

i.   
. ...:.. .. 
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Senator EXON. I have a question or two for you.
First I would like to say that many of the concerns you have

expressed in your testimony this morning are ones that I fought,
and fought very hard during my 8 years as Governor of the State
of Nebraska, where we have several major higher education func-
tions.
I agree that higher education in general, as far as that goes all

education, is important, as that is, to our people from the time that
they first start teaching our youngsters. Of course it's a very ex-
pensive part of government, and most of the figures that you have
cited on declining enrollment in students I suspect is not just for
the City University of New York, but that same thing is true for
most universities throughout the country, and certainly going
down into our elementary and secondary schools.
Would you agree that there is a generally declining enrollment?
Mr. LIPSMAN. In planning for enrollments there is often re-

trenchment in the budget, except for allowing for inflation. And I
would further state for the record that I believe that when there is
a question of where shall we allocate our dollars when resources
are scarce, let us see to it that we maximize our resources, that we
use it for education and not for color television sets and Persian
rugs.
Robert Kibbee, the chancellor, didn't lose one of his television

sets during this alleged—alleged—fiscal crisis.
Senator EXON. I would just say to you—you just said that you

thought that there would be a cutback in expenditures. I would
suspect that the committee would be very much interested if you
could provide where there has been a reduction in moneys expend-
ed for education. I guess that was one of my major concerns:
Enrollments went down, and expenses went up.
So I am wondering, when you said you thought that there

was--
Mr. LIPSMAN. Were they for antique coffee urns—were those

expenses for education? Were those dollars spent for antique coffee
urns or color television sets?
Senator EXON. I don't know. I suspect there could be a lot of

tightening up in many of our institutions of higher learning.,
I guess what you have said this morning—and I share many of

your concerns for the frills that are part of the educational system,
and as far as that goes, it can go on through many of the other
segments of government.
Are you saying, though, that with your testimony here this

morning that Mary Bass is primarily responsible for what you cite
as abuses of the taxpayers' money in the city of New York?
Mr. LIPSMAN. I am saying that she is one of perhaps four or five

top officials of that university, that she has not simply been a
person who carried out orders, but has been responsible for setting
policy.
I am saying that she has stonewalled many efforts to uncover

this, whether I have tried to find this out through the Freedom of
Information Act in New York, whether I have sought this under
the Open Meetings law. I am saying, Senator Exon, that Mary
Bass, if she is not largely responsible for these conditions, then you
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can hardly lay the blame at the doorstep of almost anybody at New
York University.
Senator EXON. I don't mean to be facetious, but the point crosses

my mind that if it's true that Mary Bass has been part and parcel
of what you say has been going on in New York City, wouldn't that
give her a significant insight, if she wished to have a change of
heart and get into some of these abuses that we are considering
her for appointment with the agency to which she is assigned?
Mr. LIPSMAN. Senator Exon, let me answer your question this

way: If you believe that employing ex-convicts to root out corrup-
tion in agencies, is the best way to handle a situation because they
already know the tricks of the trade—and I make this as an
analogy, as an analogy only—then I would say that perhaps it
would be a very wise idea to confirm Mary Bass for this position.
Senator EXON. You don't think that your analogy there is a little

strong?
Mr. LIPSMAN. No, sir, I do not, not in view of the record I have

here, which is accumulated over several years.
Senator EXON. Mr. Lipsman, I wish to thank you on behalf of the

committee for coming forth with your testimony. It will be availa-
ble to all members of this committee.
Thank you very much. We appreciate your coming.
Mr. LIPSMAN. Thank you, Senator Exon.
Senator EXON. Is there anyone else who wishes to testify for or

against? Any more material?
Mary Bass, you raised your hand. Do you wish to come forward?
Ms. BASS. Yes. I would like to say only one thing, Senator Exon.
Senator EXON. Would you please sit down so that we can make

sure that we get this in the testimony.
Ms. BASS. Mr. Lipsman has exercised his right as an American

citizen to come before you and to testify, and I appreciate your
giving him the audience to do that.
The merits of what he has said is something completely different.

With respect to any allegations which he has personally made
against me, he has submitted these to various agencies, including
the Bar Association of the City of New York. They have been found
completely wanting.
Thank you.
Mr. LIPSMAN. May I respond to that, Senator Exon?
Senator EXON. Yes, you may respond.
Mr. LIPSMAN. What Ms. Bass has said is not totally accurate. I

filed a complaint with the grievance committee of the Bar Associ-
ation, City of New York. And since Mary Bass opened the door, I
feel I should be permitted to go through it.
The complaint in this case was that Ms. Bass, in her capacity as

vice chancellor for legal affairs and general counsel of the universi-
ty, did, in fact, participate in a coverup of the activities of Dr.
Edgar Draper, which, had those activities on the part of Dr. Draper
been fully explored, would probably have resulted in the preferring
of criminal charges.
I have undertaken in the courts of New York State, in which I

am still engaged, in about 16 months I have been fighting this case
as a pro se litigant—I am not an attorney; I have been fighting this
on my own, doing the research and fighting it on my own—I have
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tried to get these documents. I have so far not succeeded in getting
these documents.
I would ask this, Senator Exon: I would ask this committee—I

believe this committee has the power of subpena duces tecum, and
if it doesn't have the power of subpena duces tecum, it can certain-
ly request documents as part of its investigation.
I would say to you, Senator, and members of your committee,

take a look at these reports which I have sought to get for 16, 17
months. Compare the two reports, see whether or not Dr. Draper
was removed because he had, in fact, offered a position to the head
of a middle states accreditation team in exchange for rewriting a
negative evaluation. See if that was or was not the case, and then,
Senator Exon, see whether or not Mary Bass permitted me to come
to that meeting where the president of that college was removed in
secret session or whether Mary Bass released those documents or
said, "No, they are not releasable under the Freedom of Informa-
tion Act," despite the fact that the executive director of the New
York State Committee on Public Access to Records, Mr. Robert
Friedman, said, "Yes, they are releasable."
I ask you, Senator, ask for those documents, look at them your-

selves. Don't let me see them. Understand the background and
then see whether or not Ms. Bass was involved in covering up
fraud.
What I have detailed here is mostly waste, but now I am talking

fraud—f-r-a-u-d.
Senator EXON. You have testified that she wasn't totally accu-

rate or honest in her response. I believe her testimony was to the
fact that you had brought similar allegations in front of—what—to
the bar, New York Bar?
Mr. LIPSMAN. The grievance committee. The counsel of the griev-

ance committee said the following: "If you can supply us with those
reports, then we may have cause to proceed further." This is, in
substance, what they said to me.
Now, if I get my hands on the documents, I can turn them over

to the committee, as well as I intend to turn them over to the New
York County district attorney's office and to turn them over to
Channel 2 News, an investigative reporter, Steve Wilson.
I think you already have some material from Steve Wilson,

investigating, already.
Senator EXON. Your position, then, as I understand it correctly is

that although the Freedom of Information Act clearly cover the
documents that you referred to, they have not yet been made
public?
Mr. LIPSMAN. That is correct, sir.
Senator EXON. And that—is it your testimony that Mary Bass

has been part and parcel of seeing that those things were not made
public?
Mr. LIPSMAN. I have proof of it right here. I have a letter where

she said to me that this is not public information. She was the—
she is the final administrative arbiter of Freedom of Information
Acts within the City University. She not only said to me I cannot
have those things, they're not releasable under Freedom of Infor-
mation Act, she said I could not come to the hearing. It was a so-
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called executive session, in which Dr. Draper was removed from his
position.
Now, I want to make one thing very clear, Senator Exon: I came

here at my own expense, on my own time, and I am testifying, as
far as I am concerned, under oath. And if I am not testifying under
the penalties of perjury, I am certainly open to charges of libel and
slander if in any way I have libeled or slandered Ms. Bass.
Now, you want to say I am "goading the nominee," I am goading

the nominee. If I have libeled her, if I have slandered her, I want
to face a lawsuit; and if I haven't, if this documentation is not
false, then how in God's name can you possibly confirm this nomi-
nee? Because I want to say one thing, Senator Exon: If you do
confirm this nominee—and I do believe ultimately she will be
confirmed—it is the American public that is going to pay the price.
Senator EXON. Mr. Lipsman, thank you very much. I will ask the

staff to check into the matters that you have referred to with
regard to the documents that are supposedly public information,
and to properly advise myself and the other members of the com-
mittee.
Thank you very much.
The committee session is adjourned.
[Whereupon, at 11:35 a.m., the hearing was adjourned.]
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