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MEMORANDUM 

TO: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

bee: Dick Hauser 

August 15, 1984 

Review 

I h a~ e received your memorandum of August 10, 1984 setting forth 
the various actions being undertaken within FEMA and, more 
particularly, describing the series of Inspector General 
investigations into a variety of matters, including those raised 
at the August 1 hearings of the House Science and Technology 
Committee. 

The plan of action described in your memorandum appears to be a 
good first step towards resolving various problems and concerns 
that have been raised. As you recognize, it is of critical 
significance that the Inspector General's reviews be conducted 
with independence and adequate resources. Towards that end, and 
in order to assist in this effort, it is important that two or 
three add1tional investigators from other agencies be assigned to 
augment the FEMA Inspector General team. This will serve to 
support and underscore the seriousness and independence of the 
FEMA inquiry. The names of such investigators will be forwarded 
to you by the end of this week. 

I would hope that the steps set forth in your memorandum will be 
completed no later than September 15, consistent, of course, with 
the cons tr aints of conducting a professional investigation. Upon 
the conc lusion of those steps, a determination can be made as to 
whether any further actions or inquiries are in order. 



·w.lShington D.C. 20472 

Edwin Meese III 
Counsellor to the President 

Louis 0. 
Director 

Buffalo 

• ~"=~~',: -

Ag~;tji/~t\~ 
September •• 1.0 , • ..1.9 84 . 

On December 27, 1983, a propane gas explosion occurred L""::. Buffalo, 
Nev: -York. The explosion took place in an urban, lower income resi
o.ential district one mile east of t.rie downtown business district. 
The Governor declared a "Disaster Emergency" for the are.a on 
Decerriber 2 8, 19 83. ?he blast affected 30 blocks, causing major 
damage estimated at $1 million on 25 houses. Damages to +b .... ee 
;:)Usinesses were estimated at $2 million, and damage to one non-
p:::-ofit ins ti tut.ion was estimated at $225,000. P-our fire v~~i.cles 
we:-e destroyed at an estimated replacement cost o:f $1.l. -:r-i llion. 
The Small Business Ac.,nin::,stration made its c:.i.saster loa...""l:. prograrr .. 
a-vailable io:::- the area on Janua:::-y 11, 1984. The explosion ki.l.led. 
7 :=,eople, incluc.ing 5 city firefighters, and inju--red an. a.a.di. tional • 
70 people, incluc.ing 26 firefighters. 

The J:..merican Rec Cross :r-ecei ved 20 4 applications :for aic:... Of t.,.--i.is 
nu.-:-.ber, there were 121 applicants who received some for:::: cf assis
tance. The City of B"L~f f alo undertook t.11e re?lace::nent o -:-- broken 
winc.ows and other r:i.inor repairs. Any renaining u:::--.u.71et needs ::or 
fa:::-,ilies or individuals were to be provided by the American Rec 
Cross or by other State and local resources. 

State ana local governments accornolished debris removal a~ a cost 
of $70,000. 

On Januarv 20, 19 84, the Governor of New York su!::,mi tted a request 
=or an emerg-ency declaration by L'1e President. The request asked 
for re~lacement of firefighting vehicles and equipment which were 
destroyed by the explosion. 

Discussion 

There were four vehicles destroyed. Two were pump vehicles, one 
was a 100-foot ladder vehicle, and one was t.1-ie vehicle used by the 
fire chief. Based • on 75/25 cost sharing, t.he Federal share of 
reolacing the~e vehicles was estimated at $825,000 in th.e event of 
a declaration. However, it is possible that the overall. cost of 
rer-lacement might be less tha11 t.'17 $1.1 million _ ~stimat~ since_,_ 

- · · ....... - 1 -· -s-'-o-r ~ccis-'-an,... 0 re-ul-~-,cns ..._._,ece .. rer,r-l,::::,5 2.ccc~cing to r e .. aera_ :ciso. l.,. ........ c~o..J-- 1-. • ~- - l.j -c.-- -· , '-i- .l. - \,/ -l. ___ _ 
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Mr. Meesef~~.:.'- -. ,:-•. ,,, · · 
P "' ge .·2 ·_··_t.r.~.---"-~·:;;.__J_.--~_-_'-_:_._:_:.:_c_·.,_· _ '.. :- .. -· . ·,. ,·.-·:. ,:::;c", -,~ : .. .• ,~-
S;ptemb;~·\m ~, • :i9 84~~:~,; '~_"j;t~?J~~,-~:~~:--

-.~>t ~~' . ·::/~:;;rt:?<<->~·r_' ~--,.,· -~ -

1,,:oulc be replaced with used eguipment of approximately t..~.e same aae 
and value to the extent that such equipment is readilv avail.able.~ 
I~ the event it is not readily available, newer equip~ent can be 
pu!'chased. 

T:-:e lost vehicles were covered under the City of Bu::'falo • s :».e-lf
:.-:-. ~'.1rance plan, which apparently was not funded properly to cover 
-:.:-.is loss. The State maintained that replacement of ~L""le equipment 
~c~ :~ resui~ in ~ncreasino ~axes - -· ~ .L _, L.. • • 

'T:-,e Governor's request of January 20, 19 84, was handled by FE!'--lA in 
~::-ecisely the same manner that w_e have handled every other request. 
:::=-::::·;c. regional and national personnel, in concert with State a..'l"ld 
l o cc.l officials, came to the conclusion that the Governor's request 
should be granted. We prepared the usual Memorandum for the 
President and sent it over to t..'-ie White House .. 

At -:.he White House, apparently, it went to somebody named RusL~oven , 
..,,,:10 works in Fred Fielding's shop. Mr. Rust..rioven called over to -Li-ie 
?El·J...:::. General Counsel's Office to ask some questions. Ee went into a 
general discussion about t..1-ie request, the sequence of tine timing, and 
t :1e legality. M.r. Rusthoven was told by my General Counsel's dffice 
t:,a -;: this request hac. been handled in a legal and prope.r manner. 
__:,_-;--::)a.rentlv, Hr. :?,usthoven asked if t..'f-iere was unanimous aqreement 
a:-:-.:::-n9 all- ~"le lawyers in E'E!1A and was told, "The:=:-e neve:r - is," or 
~~ .. -c~C.s to t h at e:= f ect. 

I:-, c.n v case, t~e next step was a call from Craio- Fuller askina if ::
c ould- come to meet with him, Dick Hauser, and P~te!:" Rus-::b.oven: !-'.iv 
Ge:1eral Counsel and I met with them o"°' March 10 , 19 84 , fer about -
2 :-:ou:::-s. In that discussion, Mr. Rusthoven made some re£eren~e to 
a c.iscussion he had had with Fred Villella in which Mr. Villella 
sc. i c, "This thine; has got political overtones; all of t h ese t..""-iinc;s 
2.re alwavs read t h at wav by some people," or words to t...~t effect_ 
~,1::- . Rust..}}oven t::iP.n said- to Mr. Villella, "In ny capacity as the 
President I s la,•:v e!', I inform you that you and I are not perir..i tted 
to talk politic~," or words to L'-iat ef feet. In any case , I explai:r:e-=. 
aoain that we have an effective and efficient and legal system in 
?E:i.F. to evalw.ate these reouests; that I use all of these assets in a 
co~p letely professional a~d objective manner before I ·senc. any 
recommendations to the White House and that is precisely the process 
we had followed in this one. 

I believe that Mr. Rusthoven was not fully aware of the political 
activism of the fire service nationally . I explained as carefully 
as I could that the fire community nati~nally i~ a vo~iferous _ 
antaconist of President Reagan because it perceives him as absolutely 
i~se;si tive to the national fire problem. They feel they know better 
than anyone outside L'1e fire community the real .. impact of what 
h annened in Buffalo. It was not just another fire: t..~ere "Were five 
fi~emen killec and 26 firemen injured. 
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I told Fuller et al. again that it "Was a legitimate request and a 
p::roper recommendation, and I was convinced it was such before I sent 
i t over there. I pointed out if now we flyspecked it -and disa-::i~roved 
it, the -entire fire community in the United ~tates was going to- say 
2.9ain, "See, what the hell does Reagan care about us. -!6J"e have five. 
:::.:.::remen killed, 26 hurt; we have a -department rendered less ,:than 
e:: ::ecti ve whi c h is- deFendent o n mutual aid from surrounding corrimuni ties 
i:, 2. h eavy. snowfall area,· etc." More to t.'1e point , we would be denying 
a lesiti~ate ::recuest. 

:-ie then went through several weeks of talking back and forth between 
::;~- General Counsel, !'1.::::-. ?ielding 1 s office, mm, and Craig Ful l er's 
o::::i ce, the. end result of which was that on May 24 , l984, the State 
o: New York wi thdrev.i its request for an emergency declaration. This, 
however, did little to either ·solve the problem or soothe the :feelings 
o :: the mayor , the fire department, and L~e people of Buffalo. They 
callee me and asked if they could resubmit. Public ·Law 93-288, 
section 301, provides authority for them to do so, and the request 
c2.n be reconsidered. I still think it is a leqit.i.mate reauest. I 
t h ink it should have been approved in t..1-ie first place. I -might say 
t h is is t..rie onlv recommendation that has ever been made bv t.'1.is or 
t~e preceding administration that has been rejected in th~ White 
~ouse Si nce the Gover-nor with drew the application, t...~ en legally 
it_ w2 s n e ver acted U?On and can be submit ted now for reconsideration . 

. ; 
: ::reco::-'---:-ienc t.:'.'12.t I "pas s the word" and h ave New· Y ork s1:!furn i t again. 

• ' - • .._, P • ' t t • Bl ~~-1 " - - - · ':'!:"'1lS v;cu.1.c pe::-::u t L.De .:. resiaen o say in · ..1 ........ a o, J. =...'"T!l responc.ing 
t.o !·i.avo:r- G::-i:::in' s letter by assuring L'1e Governor and ~1ayor -:'-h a t 
the a~plication, when received, will be very carefully evaluat ed by 
-:.::-ie Federal Emer-g e n c y !•1anagement Agency ," or words to that e:' f ect. 
Governor Cr:.o.no is leaving today to spend a couple of days at N otre 
D2.me , but I can get t..he word out and have them submi. t that thing 
and the :?res ident can make his statement tomorrm .. ; _ 

.• 
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FEMA avoids battle on 
By ANDREW GALLAGHER 

~\JP1SH I l\!GTDN ( UF' I :, 
through 16,000 pages 
subcommittee for its 

Congressional investigators Friday began sifting 
of subpoenaed documents delivered to a House 
probe of alleged mismanagement of the Federal 

Em(0:r .. q E1r·1c y r··'!i,'\n aqt'.:•rn(:in t P1qr-:·nc: y. 
Rep. Albert Gore, D-T0nn., chairman of the House Science and 

Technology subcommittee 1 assured FEMA officials the documents would be 
"kc:pt und(·:,-:•t'" loc:k ,::U"iCI kr:;:\i .. 11 

11 Th I!;! y· !;\) i l ]. !::) E •:• t !'" f,::• <'). t (',0 d i:':\ 1:. :i. f t h ('2 y ~,J f's' I'" ("2 I'" f,:, C (:·:: :i. V <-::~ cl i n E~ ;-:: El C u. t. :i. \/ e 
session~'' said Gore , who has been investigating the allegations against 
the agency which is designed to help the United States recover from 
natural disasters and-nuclear war. 

Gore said the subpoenas would be dropped if investigators are 
satisfied during their weekend search that all requested material was 
·f urTi:i. i;:;h eid .. 

The documents cover FEMA inspector general's reports on Triton 
Corp .. of Washington and IMR Corp .. of Falls Church, Va .. 
The two hold millions of dollars in noncompetitive contracts providing 
educational materials at FEMA's training center at Emmitsburg, Md. 
subcommittee investigator James Jensen said .. 

Gore revealed the panel is probing allegations that ''illegal 
expenditures have been billed to the taxpayers pursuant t □ the 
c:ont.l'"a.c:ti:;., '' 

'' ThE• d l J. i:::•(_:_:JE,. t :i. on~,; a.i"· e t. h t,''Y t,vF,r· E:> don E'' l:Jy t. hE·' c: urnp,:',\l"i :i. ("•i; ~-Ji th thE• 
kn ni-,.J 1 l'~cl c:,i e C"jf aqt'·'n c '/ o+ + :i. c:: i .,:,\ l ,,~ ,., 11 Gor .. £-? <::ii::l id .. 
FEMA and officials of the companies have denied .any wrongdoing. 

The subpoena were issued when the agency declined to provide the 
materials, saying they showed possible criminal violations that should 
be handled by the Justice Department. 

In a letter delivered to the subcommittee Friday, FEMA Inspector 
[·3c,?l"t E?i'" ,;;\ I 1:,:ob E-it" t Go+ f us:; ,,,;D. :i. cJ ,1 

11 
Th c~ c: on 1", t :i. t. u. t :i. cm"'..\ l ,, .. :i q ht. o-f t. h :i. b 

ic;ul.:i cc:,mt t t Ei•G ,. t:.o ask + Ol'" i:',\n c:I F" ec:: G•:i. V(·~· t. hc:,1 c.'3f·,: c:I oc: u.1ne'• n tic,.; i 15 u.n qu,:::1::;t :i. on E;c:I .. 11 

Gore said he was surprised by the volume of material delivered 
''th E•:y to l cl u !::, ( :i. t :i. n vol vc•cl ) un 1 ')l ,,·~. f f,:~·J n nt. 1?1=, .. '' 

FEMA counsel George Jett said the material represented ''working 
papers,'' investigative and audit papers generated during a six -month 
FEMA investigation into both firms .. 

upi 10-05-84 01:31 ped 
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1:10 pm 
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THE WHITE HOUSE 

WASHINGTON 

Attached is the final draft with your 
comments and additional changes by 
Ken Cribb and Joe Wright incorporated. 

They would like to sign it as soon as 
possible. 

Please call Joe Wright, ASAP, x4742. 
"),' ~ y 

K~ 
~ 

kcf 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

October 16, 1984 DRAFT 
MEMORANDUM FOR: MR. CHUCK DEMPSEY 

FROM: 

SUBJECT: 

VICE CHAIRMAN 
PRESIDENT'S COUNCIL ON 

INTEGRITY AND EFFICIENCY 

JOE WRIGHT 
CHAIRMAN, PRESIDENT'S COUNCIL 

ON INTEGRITY AND EFFICIENCY 

FEMA 
~ ~ 

Ed Meese asked for an update of the[;MA investigation tad::) -
Fred Fielding, Bruce Chapman and Ke Cribb were there. I 
basically told him that most of the~ irregularities found far 
appeared to center on the possible misuse of contractural funds. 

Ed stated that he would like to make sure a proper investigation 
is conducted followed up by the appropriate action -- therefore 
he would like the following: 

1. Work with the FEMA IG to make sure the current 
investigation continues to be satisfactory to you in 
scope, and is completed within the next few weeks to a 
stage where you can personally review the findings, and 
prepare an Executive Summary for Meese and Fielding on: 

Major findings 
Conclusions 
Recommendations for future and/or corrective 
action . 

2 . Prepare a paper with recommendations for improvements in 
the FEMA IG structure/process as appropriate. 

3. Prepare a status report on the corrective action steps 
General Giuffrida committed to in his August memo . 

4. Initiate immediately a specific investigation of the FEMA 
processing of the request for financial assistance to the 
city of Buffalo for the purchase of fire-fighting 
equipment, to include a chronology of events and review of 
all actions taken. 

Bruce Chapman will inform General Giuffrida at FEMA of this 
direction from Meese. 

This is a natural next step in the FEMA review, and you are to 
begin today with the authority d$~egated from Ed Meese through 
the Chairman of the PCIE . 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT ANO BUDGET 

TO Ken Cribb 

~ Gi;~~ 

DATE : 10/ 16/ 84 

Does this reflect our conversation this 
rrorning? 

0MB FORM 38 

Rev. Aug 73 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

October 16, 1984 

MR. CHUCK DEMPSEY 
VICE CHAIRMAN 
PRESIDENT'S COUNCIL ON 

INTEGRITY AND EFFICIENCY 

JOE WRIGH~~/ 

FEMA 

DRAFT 

Ed Meese asked for an update of the FEMA investigation today -
Fred Fielding, Bruce Chapman and Ken Cribb were there. I 
basically told him that most of the irregularities found so far 
appeared to center on the possible misuse of contractural funds. 

Ed stated that he would like to make sure a proper investigation 
is conducted followed up by the ap~rJ?_Priate action -- therefore 
he wo u 1 d l i k e the f o 11 owing : ~"~ -t:.. .._,,.- ""~ > .t-.l.. &o 

1. Work with the FEMA G to make sure the current 
investigation ~completed within the next few weeks to a 
stage where you can personally review the findings, and 
prepare an Executive Summary for Meese and Fielding on: 

Major findings 
Con c 1 u s i on s ~ &-A/A 

Recommendations for/l~orrective action. 

2. N~.-t-, as you are- doing the above, Mecsef'~ a paper~with 
recommendations for improvements in the FEMA IG and 
administrative structure/process as appropriate. 

t3 ...... u ......... 

3. , • a status report on the corrective 
action steps General Giuffrida committed to in his August 
memo. 

4. A , a specific investigation of the 
FEMA request to provide financial assistance to the city 
of Buffalo for the purchase of fire-fighting equipment , to 
include a chronology of events and requests. 

Bruce Chapman will inform General Giuffrida at FEMA of this 
d i rec t i on from Mee s e ,a.ad::::f:r-e-fl::::f-¼rld+n:g=w-i=-l:::~=a s=s:u-r=e t1'l at Ye □- I, a-¥-€ 

~. a-1 a tt t h e , 1 i t y) t:e= ~ , o c e e a. a ~ r m a n o f t-Fre 

~ ~ 
This is a natural next step in the FEMA ,n~st,!/ation and you are• 
to begin today. 
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

WASHINGTON, D.C. 20410 

October 24, 1984 

NOT E to Dic k Hauser --

Enclosed is a copy of the statement by Congressman Albert 
Gore, Chairman, Subcommittee on Investigations and Oversight, 
issued at l :00 PM today. 

Should you have any questions, please call me. 

~ 
Charles L. Dempsey 

Enclosure 

l 



COMMITTEE ON SC I ENCE AND TECHNOLOGY 
U.S. HOUSE OF REPRESENTATIVES 

WASHINGTON, D.C. 20515 

Statement of the 

Honorable Albert Gore, Jr., Chairman 
Subcommittee on Investigations and Oversight 

October 24, 1984 

Good afternoon. 

The Subcommittee on Investigations and Oversight was to have met this 

afternoon to take testimony on allegations of waste, fraud, abuse, and 

mismanagement at the highest levels at the Federal Emergency Management Agency. 

Reluctantly, I have had to reschedule the hearing until Dececber 12, 1984 

at 9:30 a.m. in Room 2318 of the Rayburn House Office Building. I have, 

however, polled the Me mbers of the Subcommittee, and they have voted to 

authorize the public release of all documents subpoenaed by the Subcommittee. 

Guided by the Subcommittee vote, I am today releasing certain documents 

obtained by the Subcommittee under subpoena, as well as additional materials 

obtained by the Subcommittee during the course of its investigation. As the 
I 

staff continues its review of subpoenaed materials, additional documents may, 

at the discretion of the Chairman, be released and appended to the record. 

Let me comment briefly on the Subcommittee's efforts and explain further 

what is being released today. 



The Investigations and Oversight Subcommittee began its investigation of 

personnel, contract, and management practices at the Federal Emergency 

Hanagement Agency in March of this year, with a focus on FEMA's National 

Emergency Training Center in Emmitsburg, MD. The first phase of the 

investigation culminated in a hearing on August 1, which led to the resignation 

of Fred J. Villella, the number three person at FEMA, in the wake of charges of 

misuse of government funds, property, and personnel, all of which was strongly 

supported by documents and by the sworn testimony. 

One might have thought that the worst abuses at FEMA had been uncovered at 

that time. However, when the Subcommittee began to focus its attention more 

closely on two major contractors at NETC -- Triton and IMR -- it became 

apparent that what might have been viewed as the mismanagement or misconduct of 

a single individual or individuals at the Agency, albeit highly placed, was in 

fact probably an extensive pattern of misconduct and mismanagement at the 

highest levels in the agency. In the Subcommittee's extended investigation, we 

have discovered documents and conducted interviews which suggest possible 

fraud, and other potentially criminal activity; and improper billings, gross 

mismanagement, and abuses of government personnel. The evidence available to 

the Subcommittee indicates that favors and gratuities may have been provide~ by 

some contractors to top FEMA officials and, it looks as though, in return, 

special treatment may have been provided to the contractors. 

The situation at FEMA, is in a word -- intolerable. The American tax 

payer and the Congress have a right to expect, and do expect, a higher standard 

from those in public service. The extent of the misconduct reflected in the 

documents we have reviewed, and the interviews conducted suggest that the buck 



can only stop at the top. 

Given the seriousness of these allegations, one would think that the 

Director of FEMA would want to have the allegations quickly put to rest. 

Rather, some at FEMA have gone to great effort to prevent the Subcommittee from 

getting to the bottom of this matter. The Subcommittee originally scheduled a 

hearing for October 3, but that hearing had to be postponed because FEMA would 

not provide the crucial FEKA Inspector General audits of certain NETC 

contractors, to the Subcommittee, because these documents could prove 

"embarrassing" to officials and contractor personnel involved. Those audits, 

incidentally, were undertaken because o~ the Subcommittee's interest in NETC. 

The Subcommittee, therefore, had to issue a subpoena to obtain the documents 

and, it is now clear why the agency fought so hard to keep the documents 

private. 

The documents I am releasing include those·which in my opinion: 

suggest a pattern of multiple billings for the same services, instances of 

inflated invoices with allegedly forged signatures, and others with 

charges for improper expenses and misrepresenting those expenses; 

indicate that Louis O. Giuffrida, the Agency director, and Mrs. Giuffrida, 

accepted a potentially illegal gratuity by attending a $250 a person 

special reception in honor of Vice President Bush to raise funds for the 

Capitol Hill Club and which appears to have been paid for by an agency 

contractor who then apparently billed FEMA for the expenditure; 



-3-

indicate that the person appointed by FEHA to be in charge of physical 

security was known to have had a felony conviction for mail fraud and yet 

also was given, a top security security clearance by the agency; 

indicate that FEMA instituted what appears to be an extraordinary system 

to fast-track payments of vouchers submitted by a company without insuring 

that the charges were appropriate; 

suggests that, in order to avoid embarrassment, the agency withheld 

documents which had been repeatedly requested by the Subcommittee 

concerning Mr. Giuffrida's wife's travel abroad at the Government's 

expense. 

I believe that these documents appropriately belong in the public record 

and unquestionably they raise the most serious concerns and questions which 

must be answered about the fitness of those in charge of FEMA. FEMA should be · 

on notice that the Subcommittee intends to pursue these and other allegations 

to the fullest extent at the December 12, 1984 hearing. 

The following documents are being released: 

-



Some of these documents were obtained by the 

Subcommittee and are not covered by the terms of the 

Subpoena. Those documents are being released today and are 

submitted for inclusion into the record. However, I note no 

quorum is present, so I will submit those documents for the 

record subject to the consent of the Members of the 

Subcommittee at the next meeting of the Subcommittee. 

These documents will be appended to the record as exhibits: 

Exhibit 1 .contains documents·that show that the current head 

of physical security at FEMA was convicted of mail fraud in 

March of __ 191..Land_subsequenUy __ given a -top secret security 

clearance by FEMA. 

Exhibit 2: These documents tend to show that on February 23rd 

of this year, Mr. and Mrs. Giuffrida and Mr. and Mrs. 

Villella attended a $250 a person reception in honor of Vice 

President Bush to raise funds for a building for the National 

Republican Club of Capitol Hill. Documents and checks also 

tend to show that their expenses were paid by the Triton 

Corporation, and that Triton then in turn, billed the $2,000 

-
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(for a table of eight) back to the agency as a "conference 

and luncheon expense." 

Exhibit 3 contains documents which tend to show that Triton 

billed the Federal Government to fly an a·dministrative 

assistant at Triton down to Mexico City, and that a Triton 

credit card was used to buy $1,200 worth of entertainment, 

such as liquor and hors d'oeuvres. 

Additional documents on the alleged abuses of the Triton 

Corporation include: 

o a memorandum that shows that Triton overran its budget 

for its contract for 1983 by some $128,000, and then 

billed the agency for it in its new contract. 

o vouchers submitted by contractors in which charges to 

FEMA apparently inflated, and signatures were apparently 

forged. 

o a number of undocumented expenses which may be highly 

questionable. On one occasion Triton submitted a bill 

for $5616 in "conference" expenses, yet a bill from the 

Holiday Inn for an open bar was paid by Triton, for 

exactly $100 more, $5,716. There is an undocumented 

expense of $1,200 to a "Conservative Political Action 

Committee" which does not specify what those expenses 
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were for. Despite repeated requests by the Subcomittee, 

Triton has not docW1ented that expense. 

o a document that suggests that Triton double-billed .for 

the services of a professor from Charlestown, South 

Carolina. 

0 Triton documents, raising questions about certain 

expenditures by showing that a Nevada State Assemblyman, 

David Nicholas, billed FE.Ii.A for approximately $11,000 to 

put on a conference of state legislators on emergency 

management. The Conference never took place. A FEMA 

memo states that when the agency actually checked the 

list of conference registrants, only six were actually 

going to attend. While the memo states that the reason 

for cancelling the conference was last minute ~rop-outs, 

when the Subcommittee staff called these legislators 

independently, we were told that almost half never had 

any intention of attending. 

Exhibit 4 contains a series of documents which show that Mrs. 

Genievieve Giuffrida traveled with her husband, Louis 

Giuffrida, Director of FE:MA, on one trip to Mexico City, and 

another trip to Belgium,, Italy and Israel. In preparation 

for the Subcommittee's hearing on August 1, the Subcommittee 

had requested all documents concerning her foreig~ travel. 

What the agency left out, despite repeated requests, were the 

-
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documents that show that there were official inquiries 

concerning the expenses on these trips, that in Israel it was 

anticipated that Hrs. Giuffrida would go sightseeing while 

Mr. Giuffrida was attending business meetings, and that a 

niece of the Giuffrida's resides in Israel. There are no 

documents showing official requests that Mrs. Giuffrida 

accompanied her husband to Mexico. 

Exhibit 5: There are documents which show that FEM.A officials 

put Triton billings on a very special basis, so that the 

personnel who were supposed to verify Triton billings were 

bypassed on the orders of senior FEMA officials between 

November 1983 and May 1984. It was during this time that 

many of the questionable expenses are alleged to have 

occurred that are of concern to the Subcommittee. 

Exhibit 6: Concerning the IMR Corporation, we are releasing a 

summary of the Inspector General's audits. 

o The audit states that William Elsey, the Vice President 

of IMR, who had complete responsbility for IMR's FEMA 

contracts, operated a separate company called EMMA. 

According to the IG summary, Elsey rented equipment from 

his personal company and charged it to the FEMA 

contract; he paid himself an $8,000 bonus, and charged 

expenses incurred by his personal company to the FEMA 

contract. It should be noted for the record that Mrs. 

- · 
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Paula Smith-Elsey, Mr. Elsey's wife, is an officer in 

the EM}'~ corporation, is a long-time associate of Louis 

0. Giuffrida, having worked as a special assistant to 

him at FEMA, and also worked for Mr. Giuffrida at the 

California Specialized Training Institute, which Mr. 

Giuffrida headed before assuming his current post. 

According to the IG SUJ!.lllary, IMR also double, triple, 

and quadruple billed the agency for some $55,000. 

o The summary also shows that IMR owes the IRS some one 

million dollars in back payroll taxes, was found by the 

Defense Contractor Auditing Agency to have inadequate 

accounting systems, and has never been audited by FEMA. 

o It should also be noted for the record that according to 

staff conversation with ·FEMA officials that both the IMR 

and Triton Corporations were sole source contracts. 

They were given this under that auspices of the 8(a) 

program of the Small Business Administration, both 

Corporations are curre~tly under investigation by the 

Small Business Administration for irregularities in 

their sole source status, which is designed to assist 

economically disadvantage minority businesses. 

The Subcommittee is also introducing into the record, as 

Exhibit 7, documents which tend to support a potential 
'\ 

conflict of interest in contracting by Louis O. Giuffrida. 

- · 
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These documents show that last December, Mr. Giuffrida stated 

that he intended to support the International Management 

Development Institute with $100,000 of FEMA money. The 

procurement and sole source procedures were not completed 

until the following May. Mr. Giuffrida s·erves as an officer 

of that Institute, raising a possibility of conflict of 

interest. 

Staff documents also show that last May two FEMA 

employees were ordered by Mr. Frank Payne to approve three 

unsolicited proposals, two of which were for the Analytical 

Systems Engineering Corporation. The proposals were to 

computerize the student records at the campus, a system which 

was already in place. When these employees refused to do 

this, Frank Payne reported their refusal to Ron Face, who was 

then a special assistant to Mr. Giuffrida, working .directly · 

for him. The Executive Vice President of ASEC is Mr. Frank 

Serio, who attended the Army War College with Mr. Giuffrida, 

and admitted that he did brief Mr. Giuffrida about the 

capabilities of his Corporation. The proposals were never 

funded, and while there is nb evidence of collusion by Mr. 

Serio, there are substained questions and suggested 

improprieties about the procedures used to attempt to sole 

source the contracts. 

-



\ 
\ 
\ 
\ 

\ 

OFFICE OF 
THE DIRECTOR 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON D .C . zo,01 

October 25, 1984 

MEMORANDUM FOR ED MEESE 
FRED FIELD 

FROM: 

SUBJECT: 

JOE WRIGHT 

FEMA Testim 

For your information 
statement by Al Gore 
yesterday. 

I have enclosed a copy of the /Jj. 
which was released at 1:00PM / ,J 

• 

7 



1984 OCT 25 PM 3: 07 



COMMITTEE ON SC I ENCE AND TECHNOLOGY 
U.S. HOUSE OF REPRESENTATIVES 

WASHINGTON, D.C. 20515 

Statement of the 

Honorable Albert Gore, Jr., Chairman 
Subcommittee on Investigations and Oversight 

October 24, 1984 

Good afternoon. 

The Subcommittee on Investigations and Oversight was to have met this 

afternoon to take testimony on allegations of waste, fraud, abuse, and 

mismanagement at the highest levels at the Federal Emergency Management Agency. 

Reluctantly, I have had to reschedule the hearing until Dececber 12, 1984 

at 9:30 a.m. in Room 2318 of the Rayburn House Office Building. I have, 

however, polled the Members of the Subcommittee, and they have voted to 

authorize the public release of all documents subpoenaed by the Subcommittee. 

Guided by the Subcommittee vote, I am today releasing certain documents 

obtained by the Subcommittee under subpoena, as well as additional materials 

obtained by the Subcommittee during the course of its investigation. As the 

staff continues its review of subpoenaed materials, additional documents may, 

at the discretion of the Chairman, be released and appended to the record. 

Let me comment briefly on the Subcommittee's efforts and explain further 

what is being released today. 

- · 



The Investigations and Oversight Subcom.mitte~ began its investigation of 

personnel, contract, and management practices at the Federal Emergency 

Management Agency in March of this year, with a focus on FEMA's National 

Emergency Training Center in Emmitsburg, MD. The first phase of the 

investigation culminated in a hearing on August 1, which led to the resignation 

of Fred J. Villella, the number three person at FEMA, in the wake of charges of 

misuse of government funds, property, and personnel, all of which was strongly 

supported by documents and by the sworn testimony. 

One might have thought that the worst abuses at FEMA had been uncovered at 

that time. However, when the Subcommittee began to focus its attention more 

closely on two major contractors at NETC -- Triton and IMR -- it became 

apparent that what might have been viewed as the mismanagement or misconduct of 

a single individual or individuals at the Agency, albeit highly placed, was in 

fact probably an extensive pattern of misconduct and mismanagement at the 

highest levels in the agency. In the Subcommittee's extended investigation, we 

have discovered documents and conducted interviews which suggest possible 

fraud, and other potentially criminal activity; and improper billings, gross 

mismanagement, and abuses of government personnel. The evidence available to 

the Subcommittee indicates that favors and gratuities may have been provided by 

some contractors to top FEMA officials and, it looks as though, in return, 

special treatment may have been provided to the contractors. 

The situation at FEMA, is in a word -- intolerable. The American tax 

payer and the Congress have a right to expect, and do expect, a higher standard 

from those in public service. The extent of the misconduct reflected in the 

documents we have reviewed, and the interviews conducted suggest that the buck 

-



can only stop at the top. 

Given the seriousness of these allegations, one would think that the 

Director of FEMA would want to have the allegations quickly put to rest. 

Rather, some at FEMA have gone to great effort to prevent the Subcommittee from 

getting to the bottom of this matter. The Subcommittee originally scheduled a 

· hearing for October 3, but that hearing had to be postponed because FEMA would 

not provide the crucial FEMA Inspector General audits of certain N'ETC 

contractors, to the Subcommittee, because these documents could prove 

"embarrassing" to officials and contractor personnel involved. Those audits, 

incidentally, were undertaken because of the Subcommittee's interest in NETC. 

The Subcommittee, therefore, had to issue a subpoena to obtain the documents 

and, it is now clear why the agency fought so hard to keep the documents 

private. 

The documents I am releasing include those ·which in my opinion: 

suggest a pattern of multiple billings for the same services, instances of 

inflated invoices with allegedly forged signatures, and others with 

charges for improper expenses and misrepresenting those expenses; 

indicate that Louis O. Giuffrida, the Agency director, and Mrs. Giuffrida, 

accepted a potentially illegal gratuity by attending a $250 a person 

special reception in honor of Vice President Bush to raise funds for the 

Capitol Hill Club and which appears to have been paid for by an agency 

contractor who then apparently billed FEMA for the expenditure; 

-
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indicate that the person appointed by FEMA to be in charge of physical 

security was known to have had a felony conviction for mail fraud and yet 

also was given a top security security clearance by the agency; 

indicate that FEMA instituted what appears to be an extraordinary system 

to fast-track payments of vouchers submitted by a company without insuring 

that the charges were appropriate; 

suggests that, in order to avoid embarrassment, the agency withheld 

documents which had been repeatedly requested by the Subcommittee 

concerning Mr. Giuffrida's wife's travel abroad at the Government's 

expense. 

I believe that these documents appropriately belong in the public record 

and unquestionably they raise the most serious concerns and questions which 

must be answered about the fitness of those in charge of FEMA. FEMA should be 

on notice that the Subcommittee intends to pursue these and other allegations 

to the fullest extent at the December 12, 1984 hearing. 

The following documents are being released: 

-



Some of these documents were obtained by the 

Subcommittee and are not covered by the terms of the 

Subpoena. Those documents are being released today and are 

submitted for inclusion into the record. However, I note no 

quorum is present, so I will submit those documents for the 

record subject to the consent of the Members of the 

Subcommittee at the next meeting of the Subcommittee. 

These docU1!lents will be appended to the record as exhibits: 

Exhibit 1 contains documents·that show that the current head 

of physical security at FEMA was convicted of mail fraud in 

March of 1977 and subsequently given a top secret security 

clearance by FEMA. 

Exhibit 2: These documents tend to show that on February 23rd 

of this year, Mr. and Mrs . • Giuffrida and Mr. and Mrs. 

Villella attended a $250 a person reception in honor of Vice 

President Bush to raise funds for a building for the National 

Republican Club of Capitol Hill. Documents and checks also 

tend to show that their expenses were paid by the Triton 

Corporation, and that Triton then in turn, billed the $2,000 

-
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(for a table of eight) back to the agency as a "conference 

and luncheon expense." 

Exhibit 3 contains documents which tend to show that Triton _ 

billed the Federal Government to fly an administrative 

assistant at Triton down to Mexico City, and that a Triton 

credit card was used to buy $1,200 worth of entertainment, 

such as liquor and hors d'oeuvres. 

Additional documents on the alleged abuses of the Triton 

Corporation include: 

o a memorandum that shows that Triton overran its budget 

for its contract for 1983 by some $128,000, and then 

billed the agency for it in its new contract. 

o vouchers submitted by contractors in which charges to 

FEMA apparently inflated, and signatures were apparently 

forged. 

o a number of undocumented expenses which may be highly 

questionable. On one occasion Triton submitted a bill 

for $5616 in "conference" expenses, yet a bill from the 

Holiday Inn for an open bar was paid by Triton, for 

exactly $100 more, $5,716. There is an undocumented 

expense of $1,200 to a "Conservative Political Action 

Committee" .,which does not specify what those expenses 



- 3 -

were for. Despite repeated requests by the Subcomittee, 

Triton has not docuaented that expense. 

o a document that suggests that Triton double-billed . for r 

the services of a professor from Charlestown, South 

Carolina. 

0 Triton documents, raising questions about certain 

expenditures by showing that a Nevada State Assemblyman, 

David Nicholas, billed FEMA for approximately $11,000 to 

put on a conference of state legislators on emergency 

management. The Conference never took place. A FEMA 

memo states that when the agency actually checked the 

list of conference registrants, only six were actually 

going to attend. While the memo states that the reason 

for cancelling the conference was last minute ~rop~o~t~, 

when the Subcommittee staff called these legislators 

independently, we were told that almost half never had 

any intention of attending. 

Exhibit 4 contains a series ·or documents which show that Mrs. 

Genievieve Giuffrida traveled with her husband, Louis 

Giuffrida, Director of FEMA, on one trip to Mexico City, and 

another trip to Belgium, Italy and Israel . In preparation 

for the Subcommittee's hearing on August 1, the Subcommittee 

had requested all documents concerning her foreign travel. 

What the agency left out, despite repeated requests, were the 

-
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documents that show that there were official inquiries 

concerning the expenses on these trips, that in Israel it was 

anticipated that Mrs. Giuffrida would go sightseeing while 

Hr. Giuffrida was attending business meetings, and that a 

niece of the Giuffrida's resides in Israel. There are no 

documents showing official requests that Hrs. Giuffrida 

accompanied her husband to Mexico. 

Exhibit 5: There are documents which show that FEMA officials 

put Triton billings on a very special basis, so that the 

personnel who were supposed to verify Triton billings were 

bypassed on the orders of senior FEHA officials between 

November 1983 and Hay 1984. It was during this time that 

many of the questionable expenses are alleged to have 

occurred that are of concern to the Subcommittee. 

Exhibit 6: Concerning the !MR Corporation, we are releasing a 

summary of the Inspector General's audits. 

o The audit states that William Elsey, the Vice President 

of IMR, who had complete responsbility for IMR's FEMA 

contracts, operated a separate company called EMMA. 

According to the IG summary, Elsey rented equipment from 

his personal company and charged it to the FEMA 

contract; he paid himself an $8,000 bonus, and charged 

expenses incurred by his personal company to the FEMA 

contract. It should be noted for the record that Mrs. 
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Paula Smith-Elsey, Hr. Elsey's wife, is an officer in 

the EMMA corporation, is a long-time associate of Louis 

0. Giuffrida, having worked as a special assistant to 

him at FEMA, and also worked for Mr. Giuffrida at the 

California Specialized Training Institute, which Mr. 

Giuffrida headed before assuming. his current post. 

According to the IG suamary, IMR also double, triple, 

and quadruple billed the agency for some $55,000. 

o The summary also shows that IMR owes the IRS some one 

million dollars in back payroll taxes, was found by the 

Defense Contractor Auditing Agency to have inadequate 

accounting systems, and has never been audited by FEMA. 

o It should also be noted for the record that according to 

staff conversation with FEMA officials that both the IMR 

and Triton Corporations were sole source contracts. 

They were given this under that auspices of the 8(a) 

program of the Small Business Administration, both 

Corporations are currently under investigation by the 

Small Business Administration for irregularities in 

their sole source status, which is designed to assist 

economically disadvantage minority businesses. 

The Subcommittee is also introducing into the record , as 

Exhibit 7, documents which tend to support a potential 

conflict of interest in contracting by Louis O. Giuffrida . 

-
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These documents show that last December, Hr. Giuffrida stated 

that he intended to support the International Management 

Development Institute with $100,000 of FEMA money. The 

procurement and sole source procedures were not completed 

until the following May. Hr. Giuffrida serves as an officer 

of that Institute, raising a possibility of conflict of 

interest. 

Staff documents also show that last May two FEMA 

employees were ordered by Hr. Frank Payne to approve three 

unsolicited proposals, two of which were for the Analytical 

Systems Engineering Corporation. The proposals were to 

computerize the student records at the campus, a system which 

was already in place. When these employees refused to do 

this, Frank Payne reported their refusal to Ron Face, who was 

then a special assistant to Mr. Giuffrida, working ~irectly 

for him. The Executive Vice President of ASEC is Hr. Frank 

Serio, who attended the Army War College with Mr. Giuffrida, 

and admitted that he did brief Mr. Giuffrida about the 

capabilities of his Corporation. The proposals were never 

funded, and while there is no evidence of collusion by Mr. 

Serio, there are substained questions and suggested 

improprieties about the procedures used to attempt to sole 

source the contracts. 
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