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THE WHITE HOUSE

WASHINGTON

October 2, 1974

MEMORANDUM FOR THE FILE:
Subject: Civil Service Commission and GSA

1. Discussed with Bill Williams his draft of reply to
Miss Victoria Holt re discharge of John E, Holt by GSA and

will review,

2. Discussed with Bill Walker and later with Lazarus
proposed call and confirmatory letter to Art Sampson following

the earlier meeting on 10/1 with Hampton, Walker, and Lazarus

and following Sampson's letter to the President, Lazarus

prepared a draft before I made call, But had better clear with

DR. Received copy of Sampson letter to the President,

A W%

Philip W, Buchen
Counsel to the President









GENERAL SERVICES ADMINISTRATION

Office of General Counsel
Washington, D.C. 20405

SEP 24 1974

MEMORANDUM FOR: WILLIAM E. CASSETMAN IT
Counsel to the President

SUBJECT': Administration Policy on Utility Rate Increases

Summary

The Administrator of the Federal Energy Administration, Mr. Sawhill, has
made recent public policy pronouncements to the effect that earnings for
the electric utility industry should produce a rate of return on conmmon
equity of 15 percent. (See e.g., attached memorandum of August 15, 1974).
These pronouncements, and meetings which have followed here in Washington
with State public utility commission representatives, are designed to
encourage the speedy grant by these commissions of substantial rate hikes
in the utility area.

The Administrator of GSA is assigned the statutory responsibility for
representing the interest of the Federal Govermment as a consumer before
Federal and State commissions regulating rates for utility services in-
cluding gas, electric, and telephone (Section 201(a)(X4) of the Federal
Property and Administrative Serviees Act of 1949, as amended, 40 U.S.C.
U81(a)(4)). This is accomplished through the concept of intervention to
challenge requested rate increases which wlll have a substantial impact
on the Federal budget, and which appear either to be without economic
Jjustification or discriminatory in their impact.

We recognize the importance and validity of the case that has been made

on behalf of a financially healthy utility industry. The major increases
in energy costs and interest rates obviously require appropriate relief if
the utilities are to continue to operate in an economically viable fashion
and to raise funds in the capital markets needed for necessary expansion.

- Our concern, however, is that the relief urged may not be the most appro-
priate in nature or application, and that it may also fail to recognize
the equally strong national interest in containing the inflationary
pressures that overly generous rate. increases would produce. In light of
the Important energy and inflation considerations at issue here, we believe
a conscious, considered and unified Administration policy is required.
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Discussion

Since GSA is charged with the representation of the Federal interest in
these rate-making proceedings, we are subject to increasing question as
to whether Mr. Sawhill's pPronouncements reflect the policy of this Adminis-—

tionary considering the design of the rate or the financial structure of
the particular utility.

Public utility commissioners are, for the most part, appointed by the
Governor of a State or are elected. They are, of course, very conscious

of the reaction of the utility customers who elect them or the Governor

who appointed them. Consequently, State commissioners, for the most part,
carefully and Judiciously welgh the evidence of economic need of the utility
and the selection of the classes of service which should be required to pay
for the necessary increases in revenue. These factors vary from State to
State and among the individual utility companies themselves, depending upon
whether they have favorable contracts for fuel, a predictable growsh area,
and customers with load factors that will promote efficient use of distri-
bution and generating equipment., Other variable factors, Including debt

to equity ratios and the cost of embedded debt, are also considered by
these commissioners.

In most recent instances, commissions have allowed rates of return on . e
cormon equity from 11.5 percent to 13.25 percent. In the last two years, “

£

GSA's rate of return testimony has supported rates of return on conmon. E;
equity in electric cases varying from 11.8 percent to 12.3 percent. X“\N‘mw/jsy
u .

In most of the electrical utility rate increase cases in which GSA has‘\
recently intervened, the companies have asked for returns on common
equity of about 13.5 percent and for revenue increases of approximately
$1.8 billion. In three Very recent cases, however (one filed after dis—
tribution of Mr. Sawhill's August 15 memorandum), the companies have

requested from 15 percent to 15.39 percent return on comon equity, If



those rate increases are granted in total, the Government's billing
will be increased by approximately $19 million. If each of these
companies were to request and receive a 15 percent return on common
equity, their requested revenue increases would total $2.2 billion
and the Government's increase in annual billing would be approximately
$23.4 million.

More significantly, we believe this would encourage additional filings
by other electric utilities seeking similar rates of return on Common
equity. This would produce an impact on both the nation's economy and
the Federal budget of far greater proportions. Moreover, if electrical
utilities are encouraged to ask for 15 percent returns on common equity,
this will not go unnoticed by the telephone and natural gas industries.
To illustrate this Impact, if the Bell companies attained a 15 percent
return on common equity, it would increase annual telephone billings
about 10 percent, or roughly $45 million on the Government's annual
billing of approximately $450 million from the Bell companies.

Recommendation

utility rate increases be developed. We further suggest the desirability
of inclusion within that policy of a concept of flexibility to consider
the varying needs of the utilities, premised upon an accelerated but
adequate testing and review of increase requests by the commissions
charged with that responsibility.
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HAROLD S. TRIMER, JR.
General Counsel
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THE WHITE HOUSE

WASHINGTON

October 4, 1974

MEMORANDUM FOR: PHIL BUCHEN

THROUGH: WILLIAM E, TIMMONS M
FROM: TOM C, KOROLOG%./
SUBJECT: Senator Griffin/John E. Holt

Last evening at the retirees dinner, Senator Robert Griffin (R-Mich)
handed me the attached newsclipping entitled: ""Mr. President: Help
My Father', concerning the plea of John E. Holt!'s daughter to

save her father's job at GSA.,

Griffin said: '"I'm not telling you to heed this plea, or really
urging you to do anything...however, somebody should take
a look at this thing.,.."

I send it unto you for your perusal and seek advice on what
I should report back to Griffin,









SsA

THE WHITE HOUSE

WASHINGTON

October 4, 1974

Dear Miss Holt:

This is in reply to your letter to President Ford dated September 24,
1974, in which you asked him for assistance relating to your father's
dismissal from the General Services Administration.

The President asked this office to consider the matter.

When we made inquiries, we found that the issue in this removal case
of work performance was under further review by a three-person
panel, and we delayed writing you until this procedure had been
completed. It seemed only appropriate that we should allow the
adopted procedures to take their course.

Today we are advised that as a result, the removal decision has been
rescinded and that your father is being given opportunity to remain
in his position or to seek reassignment.

Under these circumstances, I am sure you will feel mostﬁa?atified.

//j;pfjrely yours,
Philip :5 Buchen
Counsel to the President

Miss Victoria Holt
P.0. Box 3134

University Park s
Las Cruces, New Mexico 88001 g




































TALKING PAPERS FROM COUNSEL
TO RON NESSEN

ON OCTOBER 8, 1974

I.

BACKGROUND FACTS

The October 8, 1974, St. Louis Post-Dispatch carried

a story referring to William E. Casselman, II, Counsel to the
President, to the effect that Mr. Casselman "knew about and
may have played a role" in attempting to secure a G.S. 4
position for one, James R. Nesbitt, in response to political
pressure allegedly exacted by the late, former Congressman
John P. Saylor (R.-Pa.). According to the St. Louis Post-
Dispatch, Mr. Casselman, while serving ag General Counsel for
the General Services Administration, forwarded a Saylor
request for a G.S. 4 position for Mr. Nesbitt to individuals
within G. S. A. and instructed the unnamed individuals in

the article to "take action". Mr. Casselman is quoted in

the article, through an aide, that he "feels it would be
inappropriate for him to comment on this or any other matter
that is or might be the subject of litigation".

The events discussed in the Post-Dispatch article

relate to a G. S. A. processing of an application for fgﬁﬁﬁz\\
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Mr. Nesbitt in late 1971. Congressman Saylor sponsored
Nesbitt for the position and wrote at least two letters to
G. S. A. expressing his desire that the agency employ

Mr. Nesbitt. Mr. Nesbitt was never employed by the agency.
In October, 1973, the United States Civil Service Commission
undertook to investigate the facts and circumstances sur-
rounding Mr. Nesbitt's application. As a result of that in-
vestigation and others which have been detailed in the Post-
Dispatch stories with no reference to Mr. Casselman, certain

individuals received or accepted an administrative sanction.

At least one of those individuals has elected to seek judicial

review of that sanction and that review is presently pending
in the United States District Court for the District of

Columbia.

II.

ANTICIPATED QUESTION
(ANTICIPATED QUESTIONER IS ROBERT ADAMS,
WASHINGTON CORRESPONDENT FOR THE POST-
DISPATCH AND AUTHOR OF THE OCTOBER 8,

1974, ARTICLE.)

In light of the disclosures made in the October 8,

1974, article in the St. Louis Post-Dispatch, where it iskf



alleged that the President's Counsel, Mr. William E.
Casselman, II, was linked to a job favoritism case while
serving as G. S. A. counsel, does the Administration have

any comment?

III.

SUGGESTED ANSWER BY MR. NESSEN

I am familiar with the story carried in the October 8,

1974, issue of the St. Louis Post-Dispatch. I am informed

that the individual whom former Congressman Saylor sponsored
was not employed by the agency. I am further informed that
this matter, which occurred in late 1971, was investigated

by the Civil Service Commission and that the investigation

was concluded in 1973 and that Mr. Casselman was not impli-
cated in any way in that investigation. Finally, I am

informed that at least one G. S. A. employee may have been

implicated in this particular matter and/or others and has

dov 400ACSE
appealed +«#weYCivil Service Commission ruling to a United States

RBRAVSE orF TS CIT/6A4AT70~,
District Court amd—is—presertiy ritigatinmghis posteien—there.
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;n—ééght—eé-these—éaetsr further comment is deemed inappro-

priate.















UNITED STATES OF AMERICA
GENERAL SERVICES ADMINISTRATION

WASHINGTON, DC 20405

OCT 231974

Honorable Sem J. Ervin, Jr.
Chairman, Committee on
Government Operations
United States Senate
Washington, DC 20510

Dear Mr. Chairman:

The Congress has expressed serious concern with the very important
public policy issue of privacy and security as it relates to the
acquisition of major automatic data processing (ADP) equipment, in-
cluding teleprocessing and data communications systems. GSA shares
this concern and its potential threat to the privacy of individuals.

During congressional hearings I stated that until legislation is passed
or other guidelines are promulgated, GSA will consult with the Congress
on each procurement involving mejor ADP, teleprocessing, and data
communications systems.

On October 1 a Temporary Federal Property Management Regulation
establishing the procedures to meet this commitment was issued. A

copy of this Regulation is enclosed for your convenience. These pro-
cedures allow for expeditious processing of requirements for systems
necessary to meet the complex needs of Government. In addition to the
Temporary Federal Property Management Regulation I have established a
GSA Privacy Board. This organization will ensure that information
practices followed within GSA for both manual and automated systems are
consistent with the overall goal of protecting the individual's right to
privacy.

We are committed to working jointly with Congress on our major
objectives for the preservation of privacy in our society and serving
the public interest through efficiency and economy by the utilization
of modern computer and communications technology.

Arthur F. Sampson
Administrator cc; Honorable Philip W. Buchen

Counsel to the President

The White House
Enclosure
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Identical Letter Sent To:

Honorable Chet Holifield
Chairman, Committee on Government Operations
House of Representatives

Honorable Joseph M. Montoya

Chairman, Subcommittee on Treasury,

U.S. Postal Service and General Government
Committee on Appropriations

United States Senate

Honorable Tom Steed

Chairman, Subcommittee on Treasury,
Postal Service and General Government
Committee on Appropriations

House of Representatives

Honorable Jack Brooks

Chairman, Subcommittee on Government Activities
- Committee on Government Operations

House of Representatives

Honorable William S. Moorhead

Chairman, Subcommittee on Foreign Operations
and Government Information

Committee on Government Operations

House of Representatives

" Honorable John E. Moss
House of Representatives
















GUIDELINES FOR DECLASSIFICATION AND RELEASE OF
OFFICE OF CENSORSHIP RECORDS AND DOCUMENTS

The President of the United States has removed the "seal" formerly
placed on Office of Censorship records and approved these guidelines,
The Archivist of the United States shall implement these guidelines

for the systematic review for declassification and release of records
and documents originated by the World War II Office of Censorship,

which have been accessioned by the National Archives and Records Service
into the National Archives of the United States.

Part A

All national security-classified information originated by the Office
of Censorship is automatically declassified except that information
and material categorized under paragraphs 1, 2, or 3 of this part and
determined by specialists of the named Departments or agencies of
primary subject-matter interest as requiring continued protection.
Emphasis will be upon declassification. National security information
and material requiring continued protection and exemption from declas-
sification following review shall be listed in accordance with Section
5(E) of Executive Order 11652 and referred through the head of Depart-
ment to the Archivist of the United States. Only national security
information and material originated by the Office of Censorship of the
following categories may be exempted from disclosure under Section
552(b)(1) of Title 5, United States Code (Freedom of Information Act):

1. Information concerning communications intelligence or crypto-
graphy and their related activities. All such information which might
still be sensitive will be referred to the National Security Agency for
final determination on declassification and release or the need for
continued security protection.

2. Information of an intelligence methodological nature concern-
ing secret writing and microphotography. All such information which
might still be sensitive will be referred to the Central Intelligence
Agency for final determination on declassification and release or the
need for continued security protection.

3. Information concerning foreign governmental censorship acti-
vities as disclosed by U.S., liaison with foreign censorship agencies
not previously declassified. All such information which might still
be sensitive will be referred to the Department of State for guidance
and consgultation in determining whether to declassif
need for continued protection exists.




Part B

Information in Office of Censorship intercept and similar files
concerning individuals and organizations the disclosure of which would
constitute a clearly unwarranted invasion of personal privacy (cf. Sec-
tion 552(b) (6) of Title 5, United States Code) will normally be exempted
from release until 50 calendar Years after its origin. Such information
may be further defined as:

1. All information clearly identifying individuals or organizations
whose communications were intercepted, were the object of surveillance
or were of particular interest to the intelligence agencies of the United
States or its Allies, including the following:

(a) Originals, photocopies, or transcripts of intercepted
communications;

(b) Submission slips (extracts from intercepted communications);

(¢) Daily reports, also known as "Dayreps" (Office of Censor-
ship messages to stations providing background information on persons
and organizations of interest to the Office of Censorship);

(d) Special watch instructions, also known as SWIs (instructions
or supplemental information on particular persons, addresses, organizations,
etc., whose communications are to be intercepted);

(e) Watch lists/flash lists (lists of persons, organizations,
addresses, etc., with indicator of subject interest, whose communications
are to be intercepted), including proposed entries and deletions;

(f) White lists (names of persons whose communications were
to be bypassed without examination) including entries and deletions
thereto;

(g) Border watch/flash lists (names of persons whose communi-
cations across the U.S. borders were of particular interest to a local
censorship station), including entries and deletions thereto.

2. All information identifying individuals or organizations involved
in complaints or recommendations about carrying out the specific provi-
sions of the Codes of Wartime Practices for the American Press and
Broadcasters not previously wholly released. g’%‘*"‘a-

3. All requests for information of the types described in P
of these guidelines shall be referred to the Director, Office of
Preparedness, GSA, for a determination as to whether that informati
can be released in whole or in part or should continue to be exempted
from public disclosure.




Part C

In any case in which the provisions of these guidelines are
inconsistent with the provisions of Executive Order 11652 of March 8,
1972, or its successor, the provisions of the Executive order shall
govern. :
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