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THE WHITE HOUSE

WASHINGTON

January 30, 1984

MEMORANDUM FOR DIANNA G. HOLLAND
FROM: JOHN G. ROBERTS(ZFTL

SUBJECT: CEQ Report

On December 15, 1983, Anne D. Neal copied Mr. Fielding on a
memorandum she prepared for Kemp Harshman, CEQ Executive
Officer, reviewing suggested changes in a draft CEQ report
on problems associated with the CEQ consolidated working
fund. When this issue first arose some time ago, our office
directed that the matter be handled by CEQ and OA. Neal's
suggestions were adopted by CEQ, and the report, with
several other revisions, has been finalized. I have
included a copy of the final report for the files. There is
no need for action by our office, and this matter may be
closed.

Attachment
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THE WHITE HOUSE
WASHINGTON

7/5/83
T0: John G. Roberts

FROM:  Richard A. Hauser
Deputy Counsel to the President
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JQX?«» Cfi?
EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF ADMINISTRATION
Washington, D.C. 20503

June 30, 1983

MEMORANDUM FOR RICHARD HAUSER

FROM: . ANNE D. NEA
General Cou#sel

SUBJECT: CEQ Inguiry

On June 15, 1983, the Surveys and Investigations Staff of the House
Appropriations Committee advised the Council on Environmental Quality
(CEQ) by phone that it planned to investigate CEQ's consolidated
working fund. The investigation was in part prompted by the House's
desire to reduce the CEQ appropriation because of

serious concerns over the role and effectiveness of the
Council on Environmental Quality. Specifically,

these concerns relate to possible wiolations of genersl
provisions in annual appropriations Acts and the Council'ce

MQMM: management of the consolidated working fund. As soon.
j%iwﬁ as the results of an ongoing investigations staff are
J & et available, the Committee on Appropriations will review
gé@ ﬁwwﬁM the justification for additional funding and the need
T yw;wrﬁ for strengthening management controls over the conso-
Qf ;ﬁkf Tidated working fund,

“"Conf. Report at 623 (June 23, 1983).

The Chief of the Surveys staff advised CEQ of the investigation

by letter dated June 16, 1983, and the staff commenced its review
on June 17, 1983. By memorandum dated June 17, 1983, CEQ Chairman,
Alan -Hill, advised all CEQ staff and contractors to provide "full
and complete cooperation” so that the Congressional staff could
complete their report by June 23, 1983. All CEQ staff were advised
to refer any guestions unrelated to the consolidated worklng Lund

to CEQ' s Actlng General Counse = emp Fa sﬁma?n.¢¢,A‘f

*CEQ's General Counsel was in Russia until June 29 attendlng an
"exchange program" on environmental law. ~

(i



By letter dated June 17, 1983, Chairman Hill advised Jamie Whitten,
Chairman of the House Appropriations Committee, that CEQ provided
the following information to the staff:

all travel expense records, including travel authoriza-

tions, related vouchers, and trip reports for Council
and office member trips funded from the Council's appro-
priation for FY 1982 and FY 1983;

all accounting documents including official accounting
entries and records documenting the Council's Fy 1982
and FY 1983 travel transactions;

all other working papers;

official copies of all interagency agreements;

copies of each contract;

a summary of each contract;

a 1981 report by the Comptroller Gemeral about CEQ.**

over 2,000 pages of documents were provided to the Committee staff,

many of which were xeroxed and taken back to the Hill. Apparently,
the following information was also supplled

funds appropriated to the Council for FY 1982 and
FY 1983, including any restrictions or limitations
imposed on certain expenses (i.e., travel) by the
Appropriations Act;

cost of and nature of Council trips funded by external
organizations during FY 1982 and FY 1983;

FY 1982 and FY 1983 budget data, -including numbers of
personnel requested and personnel ceilings authorized;

Council personnel listings for FY 1982 and FY'1983;

personnel data, incluiding SF-171's of present staff; and

**This report outlined slipshod contracting practices by CEQ and
held that CEQ violated Executive Order 12028 (Dec. 12, 1977) by
failing to use the 0Office of Administration for its full admlnls—
trative support needs. (See attached.)



. personnel data, including the whereabouts of Council
staff who have left the Council during FY 1982 and FY
1983.

The Investigations Subcommittee also interviewed all Council members

and staff. The investigation went far beyond the scope initially
outlined and by letter of June 17, 1983, the Committee confirmed
to Chairman Hill that the investigation had been expanded to
include "operations of the Council of Environmental Quality as

well as the consolidated Working Fund™ for Fiscal Years 1982 and
1983.

No restrictions were established by CEQ on the investigation and
at no time did CEQ have any legal representation during any of the
Committee's interviews of CEQ employees or contractors. The White
House Counsel's Office advised CEQ—-at a minimum--to disclose no
documents until after an official reguest from a Member.  CEQ
obtained such a letter on June 22, 1983, but otherwise ignored .
the advice and gave the Committee virtual carte blanche to review
Council records.

The Committee is expected to release a report later this week on
the Council. CEQ believes the Committee is interested in _tving
their travel expenses to "political" trips and to demonstrating
that the consolidated working fund has been used to augment
the CEQ appropriation. Hill denies both allegations. CEQ has

zlréady been advised that it will have no opportunlty tc comment
on the report. -

I reviewed records made available by CEQ to the House Subcommittee
early this week. I have not had an opportunity to see all the
documeéents since House staff members were still loocking at the do-

cuments at CEQ when I did my review. The documents reviewed and
my discussions at CEQ reveal the following:

1. CEQ Chairman, Alan Hill, has utilized a Government rental car
for portal-to-portal transportation since he came to the
Council in 1981. The car 1is used for routine pick-ups and
other Council duties during the day and is apparently made

Kavailable to the staff. Mr. Hill claims the car is driven

only to and from work, never for other personal use, and
never by other members of his family. It is my understanding
“that Mr. Baker adv1sed hlm to cease use of the car;tws years
%w * R

2. CEQ has relied almost exclusively on sole-source contracting
during Fiscal Years 1982 and 1983. The legislation creating
the Council exempts it from the requirement to buy needed
goods by the formal advertising method of procurement.




Instead, the Council is allowed to buy its goods and services
exclusively through the negotiation method. 'Nothing in the
basic legislation, however, grants the Council blanket
authority to negotiate procurement on a sole~source or non-
competitive basis. Competition, even in negotiated procure-
ment, should still be obtained to the maximum practical
extent. A cursory review of financial records made available
to the House investigators, however, shows that more than
$400,000 have been spent for sole-source contracts which
range from environmental studies to simple clerical services.
Excessive sole-source contracting was criticized in 1981

by GAO in its report to the Committee mentioned in page 2 of
this memorandum and attached hereto, Practices at CEQ d4did
improve to the extent that the Council now generally provides
justifications for sole-source procurements. Nonetheless,
competition is generally avoided.

One contract totalling $33,200 was given recently to William
Quimby, a friend of former CEQ council member Ernie Minor,
and was paid for from the consolidated working fund. The
contract price was suggested by Mr. Quimby and no other
source was sought for this contract to prepare the annual
report. The Chairman, Administrative Officer and Acting
General Counsel could not recall any other contracts awarded
to personal acquaintances of the staff or the Council.

3. There is another personnel problem at CEQ which may explode.
Because personnel ceilings are to be cut by at least one for
FY 1984, CEQ is now considering RIFing its administrative
officers and relying solely on OA for administrative support.
The current CEQ administrators are civil servants and one
has more than 24 years of service. Alan Hill advised the
more senior officer by letter(s) in October 1982 that he
should look for employment elsewhere, The letter(s) (which
I have not seen) apparently do not outline any reasons for
dismissing the employee although the Acting General Counsel
says that the administrator has nothing to do and performs
poorly. CEQ has no performance appraisal system in force
under the Civil Service Reform Act so there is no substantive
documentation of anything adverse regarding the employee's
performance. Several months ago, the employee appeared at:

.CEQ with his personal atterni‘ﬁto advise the staff that he
did not need to be RIFed. To complicate: matters, the CounCLl
believes this man supplied information to the Committee.

Any adverse action against him in the future could conceivably
result in a whlstleblow1ng allegation. :




‘At least one employee, initially included on CEQ rolls, is

now a contractor paid from the consolidated working fund in
order to avoid CEQ personnel ceilings and to draw upon this
additional source of funding. In many respects, it appears
the working fund has been utilized to fund contracts for

personal services which should generally be handled through

regular personnel channels but which cannot be paid from the
ctirrent small CEQ budget.

Chairman Hill has advised that one CEQ employee was hired
at the urging of Presidential Personnel.

Acid Precipitation Task Force. Since the agencies respon-
sible for this Task Force refused to staff it, support
staff are contractors paid out of the consolidated working
fund.

One of these contractors--Mr. Downey--has no college degree
and is essentially doing only clerical work. Mr. Downey was

a "solesource" contract recommended by a NOA employee detailed
to CEQ.

CEQ Consolidated Working Fund. The Fund is used to support
the Task Force on Acid Precipitation, a statutory entity
established by P.L. 96-294 (June 30, 1980), the Chemical
Substances Information Network Program, and the Global Issues
Working Group of the Cabinet Council of which Bill is a member.
The Fund is used for contracts and travel only. No formal
guidelines have been established for handling money under

the funds. To date, CEQ has simply followed the terms of
interagency agreements which set out the transfer of money
from one agency to CEQ and the responsibilities of the respec~
tive agencies.

The Working Fund has been used to pay for a $1,450 travel
bill for Chairman Hill on a matter relating to a Glohal Affairs
inter-agency agreement. CEQ has its own travel appropriation,

so the Appropriations Committee has questioned this use of the
funds as a potential augmentatlon.

CEQ has also allowed contracts to be performed before money‘~,
is available for: the full flnanc1ng of the contract via the
working fund. If the funds do not come through, CEQ would .
have to pick up the cost, even though its budget would most
likely be unable to bear such expenses. In such a case, ‘
CEQ would, at a minimum, violate the Anti-Deficiency Act.
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6. There is currently no scientist on the CEQ permanent staff.

7. Former CEQ Council Member Ernie Minor was paid by CEQ for
approximately 60 days while he was working at EPA as a special
assistant to William Ruckelshaus. Mr. Minor was removed
from the CEQ payroll as of Sunday, June 26, 1983, and is now
paid by EPA.

8. Expense Approval. CEQ has a formal policy on expense approval:s
Chairman Hill signs-off on all matters except his own reguests
which must be approved by another Council member. CEQ member,
Nancy Maloley, has signatory authority for any reguests
related to the Task Force on Acid Precipitation. As best I
could see, these practices have been followed consistently.

g. In testimony before the House Appropriations Committee earlier
this spring, CEQ was criticized for circulating its annual
environmental report to outside groups before publishing.

CEQ maintains circulation of the Report was within its statu-
tory responsibilities and was fully disclosed.

10. Before recent amendment of contracts, CEQ paid contractors

out of the Government travel expense money. Such money
should be used to reimburse Government employees only.

Comments and Recommendations

Since my review, Mr. Hill has been advised to cease use of the
rental car. Kemp Harshmann, also advised me that CEQ will imple-

Meént a new policy to enhance competitive procurement. Evidently,
CEQ has also expressed its w1lllngness to establish guidelines on
the use of the working fund, in line with SuUggestions from Ethée
Committee. :

There are several areas that I have not been able to investigate.
Because CEQ has authority to receive outside gifts, (see sheets
attached) it is conceivable that various groups may have given
donations which would suggest a conflict of interest. CEQ has
advised me, however, that very few donatlons have been recelved
and that no such confllcts are present. .

I suggest that you dlSCUSS this situation wlth Congre551onal e
Liaison so that CEQ is eguipped to respond once a report appears.
It would also be advisable to demand better management controls

at CEQ.



