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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

SEP 21 1978

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 14262 -- Department of Defense

Appropriation Act, 1977
Sponsor -- Representative Mahon (D), Texas

Last Day for Action

September 25, 1976

Purpose
This bill appropriates the following amounts for 1977:

Budget Authority

Activities of the Department of Defense
exclusive of military assistance,

military construction, and civil defense $104,309,935,000
Related Agencies
Intelligence Community Oversight 5,600,000
Central Intelligence Agency Retirement
and Disability Fund 28,300,000
Total $104,343,835,000

Agency Recommendations

Office of Management and Budget Approve and issue statement.
Department of Defense Approve and issue statement.
Discussion

Related Agencies. A separate appropriation for Intelligence Community
Oversight was established "... as a symbol of the congressional intent
that there be strong, central direction of the intelligence community.'

Department of Defense. The request and enacted appropriations for the
activities of the Department of Defense are compared in the following table.




Budget Authority ($ thousands)

Request Enacted

January Budget $106,666,472 $103,845,967
April 1976 Amendment

(Minuteman III missile) +317,000 +317,000
April 1976 Amendment

(Naval Petroleum Reserves) -221,300 -221,300
May 1976 Amendment

(Navy Shipbuilding) +1,174,000 +350,000
August 1976 Amendment

(Army Enlistment Bonuses) +39,300 +18,268
Total $107,975,472 $104,309,935

The congressional reductions to the 1977 amended request, by appropriation
category, are shown in the following table:

Budget Authority (§ thousands)

Budget Congressional
as Amended Change % Change
Military perseonnel 25,537,207 -118,799 5%
Retired military personnel 8,493,400 -111,700 1.3%
Operation and maintenance 32,285,400 -629,956 2.0%
Procurement 30,601,400 -2,185,100 7.1%
Research, development,
test and evaluation 11,054,400 -619,982 5.6%
Special foreign currency 3,665 --= 0
Budget Authority 107,975,472 -3,665,537 3.4%

This net congressional change consists of congressional additions of
$1,058 million and reductions of $4,723 million. The following paragraphs
identify the major congressional additions and reductions.

Congressional Additions

The appropriation categories for operating expenses, military personnel and
operation and maintenance were increased by a total of $254 million. The
proposal to phase out the subsidy for labor costs in commissaries was not
accepted and $92 million was added by the Congress. Reserve programs were




increased by $126 million. Most of this increase reflects previous
congressional action in the Authorization Act which mandated an increase
in Naval Reserve strength. The procurement category was increased by
$678 million. The major additions are:

$371 million for conversion of the U.S.S. Longbeach
$213 million for repair of the U.S.S. Belknap

$66 million for the procurement of six A-6E aircraft
$10 million for the procurement of three F-5F aircraft

Research, development, test and evaluation was increased by $126 million.
Some of the significant appropriation increases are:

$46 million for the Trident missile program

$19 million for the Army's advanced attack helicopter
$15 million for the Navy's F-14B aircraft program

$11 millien for the U.S.S. Belknap

Congressional Reductions

Military personnel and operation and maintenance categories were reduced
by a total of $1,003 million. While numerous programs were reduced, 59%
of the gross reductions are attributable to the following items:

$138 million for war reserve material

$126 million to cover future inflation in stock fund purchases

$79 million for supply levels

$65 million for strength levels of military personnel

$63 million for civilian personnel costs

$61 million for flying hours and aircrew readiness training

$56 million for permanent change of station moves of military personnel

Language was added requiring that net less than $22 million in operation
and maintenance, Navy was available only for the Ship Repair Facilities,
Guam.

The Retired Military Personnel appropriation was reduced by $112 million.
This reduction reflects the propesal in the January budget to eliminate
the 1% kicker for retired military personnel.

Procurement was reduced by $2,863 million. Prior congressional action
on the Authorization Act required reductions of $2,122 million. Major
reductions imposed by that bill were:

$1,549 million for shipbuilding and conversion programs
$858 million for Aegis destroyer

$521 million for four frigates fi o
$170 million for long-lead items for a strike cruiser (



$137 million for full funding on the F-16 aircraft
$67 million for 6 rather than 12 US-3A aircraft

Reductions in procurement that are not related to changes in the
Authorization Act are $741 million. Some of the more significant
reductions are:

$216 million for general unspecified programs

$104 million for the 6 authorized US-3A aircraft
$103 million for a fleet oiler ship

$83 million for financing adjustments

$57 million forx intelligence programs

$51 million for the Stinger surface to air missile
$13 million for the Condor air to ground missile

Funds for the B-1 bomber were not reduced. However, language has been
added which delays the award of the full-scale production contract until
February 1, 1977.

Research and development funds were reduced by $746 million. Prior
congressional action in the Authorizatien Bill required the reduction
of $§658 million. Major reductions imposed by that bill were:

$200 million for ship systems research
$63 million for ship launched cruise missile

Reductions not related to changes in the Authorization Act are $88 million.

-

Legislation will reduce 1977 outlays by $A\177 millioi from the

President's Budget, as amended.

/ Paul H. O'Neill
Acting Director

Attachment
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This bill appropriates the following amounts for 1977:

Budget Authority

Activities of the Department of Defense
exclusive of military assistance,
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January Budget 1 $106,666,472  $103,845,967
April 1976 Amendment

(Minuteman III missile) +317,000 +317,000
April 1976 Amendment

(Naval Petroleum Reserves) -221,300 -221,300
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(Navy Shipbuilding) +1,174,000 +350,000
August 1976 Amendment

(Army Enlistment Bonuses) +39, 300 +18,268
Total $107,975,472 $104,309,935

The congresSional reductions to the 1977 amended request, by appropriation
category, are shown in the following table:

Budget Authority (§ thousands)

Budget Congressional
as Amended Change % Change
Military personnel 25,537,207 -118,799 .5%
Retired military personnel 8,493,400 -111,700 1.3%
Operation and maintenance 32,285,400 -629,956 2.0%
Procurement 30,601,400 -2,185,100 7.1%
Research, development,
test and evaluation 11,054,400 -619,982 5.6%
Special foreign currency 3,665 -—- 0
Budget Authority 107,975,472 -3,665,537 3.4%

This net congressional change consists of congressional additions of
$1,058 million and reductions of $4,723 million. The following paragraphs
identify the major congressional additions and reductions.

Congressional Additions

The appropriation categories for operating expenses, military personnel and
operation and maintenance were increased by a total of $254 million. The
proposal to phase out the subsidy for labor costs in commissaries was not
accepted and $92 million was added by the Congress. Reserve programs were



increased by $126 million. Most of this increase reflects previous
congressional action in the Authorization Act which mandated an increase
in Naval Reserve strength The procurement category was increased by
$678 million. The major additions are:

$371 million for conversion of the U.S.S. Longbeach
$213 million for repair of the U.S.S. Belknap

$66 million for the procurement of six A-6E aircraft
$10 million for the procurement of three F-5F aircraft

Research, development, test and evaluation was increased by $126 million.
Some of the significant appropriation increases are:

$46 million for the Trident missile program

$19 million for the Army's advanced attack helicopter
$15 million for the Navy's F-14B aircraft program

$11 million for the U.S.S. Belknap

Congressional Reductions

Military personnel and operation and maintenance categories were reduced
by a total of $1,003 million. While numerous programs were reduced, 59%
of the gross reductions are attributable to the following items:

$138 million for war reserve material

$126 million to cover future inflation in stock fund purchases

$79 million for supply levels

$§65 million for strength levels of military personnel

$63 million for civilian personnel costs

$61 million for flying hours and aircrew readiness training

$56 million for permanent change of station moves of military personnel

Language was added requiring that not less than $22 million in operation
and maintenance, Navy was available only for the Ship Repair Facilities,
Guam.

The Retired Military Personnel. appropriation was reduced by $112 million.
This reduction reflects the proposal in the January budget to e11m1nate
the 1% kicker for retired military personnel.

Procurement was reduced by $2,863 million. Prior congressional action
on the Authorization Act required reductions of $2,122 million. Major
reductions imposed by that bill were:

$1,549 million for shipbuilding and conversion programs
$858 million for Aegis destroyer

$521 million for four frigates
$170 million for long-lead items for a strike cruiser



$137 million for full funding on the F-16 aircraft
$67 million for 6 rather than 12 US-3A aircraft

Reductions in procurement that are not related to changes in the
Authorization Act are $741 million. Some of the more significant
reductions are:

$216 million for general unspecified programs

$104 million for the 6 authorized US-3A aircraft
$103 million for a fleet oiler ship

$83 million for financing adjustments

$57 million for intelligence programs

$51 million for the Stinger surface to air missile
$13 million for the Condor air to ground missile

Funds for the B-1 bomber were not reduced. However, language has been
added which delays the award of the full-scale production contract until
February 1, 1977.

Research and development funds were reduced by $746 million. Prior
congressional action in the ‘Authorization Bill required the reduction
of §658 million. Major reductions imposed by that bill were:

$200 million for ship systems research
$63 million for ship launched cruise missile

Reductions not related to changes in the Authorization Act are $88 million.

President's Budget, as amended,

Legislation will reduce 1977 outlays by $A\177 millin from the

/
/

/ Paul H. 0'Neill
Acting Director

Attachment



FOR IMMEDIATE RELEASE SEPTEMBER 22, 1976

OFFICE OF THE WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE

REMARKS OF THE PRESIDENT
UPON SIGNING H.R. 14262
THE DEFENSE APPROPRIATIONS ACT

THE ROSE GARDEN

12:47 P.M. EDT

Secretary Rumsfeld, distinguished Members of the
House and Senate, members of the Joint Chiefs of Staff,
leaders in military-oriented and veterans organizations,
ladies and gentlemen:

I am about to sign into law the Defense Appro-
priations bill for fiscal year 1977. This legislation
represents substantial progress toward meeting the
essential national defense requirements that I recommended
to the Congress in January. This bill helps to reverse
a steady decline in the real resources devoted to
national security, which had become a pattern.

After eight years of decline, we are providing
for real growth in defense spending.

I believe this bill reflects a new awareness
that this country can no longer shortchange our national
defense efforts, I commend the Congress and its leader-
ship for joining with the Administration in reversing
this trend. I am convinced that this new pattern must
and will be sustained in future years, and I am personally
fully committed to it.

I will insure that America's military forces
remain unsurpassed,as they are today, but while this bill
represents real progress, there is more to be done.

First, I have directed a number of actions to
achieve major economies in the operation of the Defense
Department. Other economies which would have saved
approximately $16 billion over a five-year period required
affirmative legislative action.

Unfortunately, the Congress has thus far failed
to act on a majority of these issues,

MORE
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Second, Congress has failed to authorize
certain programs that are essential to our long-term
defense policy. This is particularly true in the ship-
building area.

Third, Congress has added funds for programs
which I did not request in fiscal year 1977, funds which
should be used instead for more important programs that
Congress rejected. That is why on August 23 I found it
necessary to resubmit authorization requests totaling
2.4 billion to cover what I considered critical
programs which were not approved by the Congress.

At the same time, I also asked for the deletion
of programs totaling $584 million in this fiscal year
suggesting that these funds be applied against the programs
that I had requested.,

I am very pleased that the conferees in the House
and Senate for the legislative appropriation bill have
agreed to some of the steps that I have recommended.

This defense bill, however, represents overall
very real progress, but there are other measures that I
feel must be taken. The shipbuilding program is of
critical importance to our future ability to control the
seas in the event of conflict. The Sea Power Subcommittee
of the House Committee on Armed Services has unanimously
approved a $1,1 billion program to begin work on the
additional ships needed to strengthen our Navy. I urgently
call on the Congress to approve this program before
adjournment so that we can be assured our continued naval
superiority during the next two decades.,

I thank in particular those of you here today.
I know and I deeply appreciate the efforts of all of you
with respect to our national security. I share your
dedication and I share with you the valuable contributions
that you have made to the nation's freedom,

Thank you very much,
(The Defense Appropriations Act was signed.)

Again, thank you all very, very much., We are
very grateful for your contributions and your support, and
we will be continuing to sustain this effort, which is
so important,

Thank you very much.,

END (AT 12:58 P.M. EDT)






Budget Authority ($ thousands)

- A s . Request . BEnacted

. ]
January Budget - $106,666,472 $103,845,967
' April 1976 Amendment L
e (Minuteman III missile) ; - «317,000 +317,000
April 1976 Amendment | o
(Naval Petroleum Reserves) - . =221,300 - =-221,300
May 1976 Amendment g -
(Navy Shipbuilding) oL +1,174,000 +350,000
" August 1976 Amendment :
* . (Army Enlistment Bonuses) = . - +39,300 +18,268
- Total . . . $107,975,472 $104,309,935

The congressional reductions to the 1977 amended request; by appropriation
* category, are shown in the following table:

Budget Authority (§ thousands)

Budget Congressional
as Amended Change % Change
~ Military personnel 25,537,207 ~118,799 5%
o " Retired military personnel 8,493,400 -111,700 1.3%
. Operation and maintenance 32,285,400 -629,956 2.0%
Procurement 30,601,400 -2,185,100 7.1%
" Research, development,

. test and evaluation © 11,054,400 -619,982 5.6%

' Special foreign currency 3,665 ——— 0
Budget Authority 107,975,472 -3,665,537 3.4%

This net congressional change consists of congressional additions of
$1,058 million and reductions of $4,723 million. The following paragraphs
identify the major congressional additions and reductions.

Congressional Additions

The appropriation categories for operating expenses, military personnel and

operation and maintenance were increased by a total of $254 million. The

proposal to phase out the subsidy for labor costs in commissaries was not

accepted and $92 million was added by the Congress. Reserve programs were
. $ : .
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increased by $126 million., Most of this increase reflects previous

" congressional action in the Authorization Act which mandated an increase
.4n Naval Reserve strength. The procurement category was increased by

- $678 million. The major additions are:

. $371 million for conversion of the U.S.S. Longbeach

‘Y $213 million for repair of the U.S.S. Belknap

$66 million for the procurement of six A-6E aircraft
$10 million for the procurement of three F-5F aircraft

Research,’ development, test and evaluation was increased by 3126 million.
Some of the significant appropriation increases are:

$46 million for the Trident missile program

$19 million for the Army's advanced attack helicopter
" $15 million for the Navy's F-14B aircraft program .

+ $11 million for the U.S.S. Belknap

Congressional Reductions

Military personnel and operation and maintenance categories were reduced
by a total of $1,003 million. While numerous programs were reduced, 59%
of the gross reductions are attributable to the following items:

$138 million for war reserve material
$126 million to cover future inflation in stock fhnd purchases
$79 million for supply levels
$§65 million for strength levels of military personnel
- §63 million for civilian personnel costs
- $61 million for flying hours and aircrew readiness training
$56 million for permanent change of station moves of military personnel

"Language was added requiring that not less than $22 million in operation
and maintenance, Navy was available only for the Ship Repair Facilities,
Guanm, . '

The Retired Military Personnel appropriation was reduced by $112 million.
This reduction reflects the proposal in the January budget to eliminate
the 1% kicker for retired military personnel.

Procurement was reduced by $2,863 million. Prior conéicssional uction'
on the Authorization Act required reductions of $2,122 million. Major
‘ teductions imposed by that bill were: ' S

$1 549 million for shipbnilding and conversion programs
® "vj.!>"‘\l.

$858 million for Aegis destroyer ‘ : AR I
$521 million for four frigates oy oo
$170 million for long-lead items for a striko cruisor R Q\
]
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$137 million for full funding on the F-16 aircraft
$67 million for 6 rather than 12 US-3A aircraft

Reductions in ;rocuremont that are not related to changes in the
Authorization Act are §741 million. Some of the more significant
_reductions are: .

$216 million for general unspecified programs

$104 million for the 6 authorized US-3A aircraft

$103 million for a fleet oiler ship

$83 million for financing adjustments

$57 million for intelligence programs

$51 million for the Stinger surface to air missile
* $13 million for the Condor air to ground missile

. Funds for the B-1 bomber were not re&uced. However, language has been
added which delays the award of the full-scale production contract until
February 1, 1977.

Research and development'fundsbwero reduced by $746 million. Prior
congressicnal action in the Authorization Bill required the reduction
" of $658 million. Major reductions imposed by that bill were:

$200 million for ship systems research
$§63 million for ship launched cruise missile

Reductions not related to changes in the Authorization Act are $88 million,

Legislation will reduce 1977 outlays by $1,177 uillioﬁ from the
President's Budget, as amended.

R o Paul H. O'Neill
. - : Acting Director
Attachment
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THE WHITE HOUSE

WASHINGTON

CEREMONY FOR SIGNING THE FY 1977 DEPARTMENT

OF DEFENSE APPROPRIATIONS BILL
Wednesday, September 22, 1976
12:30 p.m. (20 minutes)
The East Room

From: Brent Scowcroft @ X

PURPOSE

To sign the FY 1977 Department of Defense Appropriations Bill.

BACKGROUND, PARTICIPANTS & PRESS ARRANGEMENTS

A,

Background: The FY 1977 Defense Appropriations Bill pro-
vides a total of $104. 3 billion in new funds, and represents
the largest such bill in our history. Your original request,
including the supplementals submitted last spring, was $107.9
billion, The shipbuilding request ($1.17 billion) was not con-
sidered in this bill. The funding level compromises the
original House and Senate bills, representing a $1 billion
reduction from the former and a $330 million increase over
the latter, This bill represents an increase of $11. 6 billion
over last year's appropriation. Primary differences between
this bill and your original and supplemental budget submissions
include: |

-- Retention of the Senate provision prohibiting any use of
B-1 production funds until February 1, 1977. Funds are
provided for interim contract obligations and production
line maintenance, not to exceed $87 million per month.

-- Inaction on the major supplemental shipbuilding requests
which you submitted in August, and inclusion of one major
shipbuilding program which we did not request, i.e.,
refitting of the nuclear cruiser Long Beach with the AEGIS
fleet air defense missile system.

-- Rejection of that portion of your defense management
efficiency program that related to phasing out of military
commissary subsidies over a six-year period.



-- Rejection of the efficiency plan to consolidate military
helicopter training programs.

While these last two issues represent relatively small budget
increments, they did cause significant debate both in the
conference committee and on the floors of the two houses,
and they bear directly on your broad program for improving
the overall efficiency of the Defense Department. Of greater
importance is the shipbuilding issue, and this is addressed in
your proposed statement.

B. Participants: (List at Tab B)

C. Press Arrangements: The signing ceremony will be announced
and the press will be admitted.

III. TALKING POINTS

-- A statement is provided for your use at Tab A.



SIGNING CEREMONY FOR THE DEFENSE
APPROPRIATIONS BILL

1t is with considerable pleasure that I have signed into-law the
Defense Appropriations Bill for 1977, This legislation represents
substantial progress towards meeting the essential Defense require-
ments I recommended to the Congress. This bill firmly establishes
a new trend, re.versing the steady decline in real resources devoted
tp national security., For the second year in a row -- after eight
years of decline -- we are providing for real growth in defense
spending, It marks a return to a balanced Defense program and
an adeéuate Defense posture. I believe this bill reflects a new
awareness that this country can no longer short-change our national
defense, I am convinced that this new pattern must and will be
sustained in future years, and I am fully committed to support it.

I intend to ensure that America's military forces remain
unsurpassed, as they are today.

But while this bill represents real progress, there is more
to be done.

First, I have directed a number of actions to achieve major
economies in the operation of thev Defense Department, Other
economies which would have saved $16 billion over five years

required legislative action. Unfortunately, the Congress has
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failed to act on the vast ma.jorit;r of these measures. This failure
to act has deprived us of a potential saving of well over $10
billion over the next five years., Second, Congress has failed
‘to authorize certain programs that are essential to our long-
term defense policy. This is particularly true in the shipbuilding
area. Third, Congress has added funds for programs which I did
not request in Fiscal Year 1977 -- funds which should be used
instead for more important programs the Congress rejected.

That is why on August 23, I found it necessary to re-submit
authorization requests totalling $2. 4 billion to cover critical
programs which were not appr.oved by the Congress. At thattime I

" also asked for deletion of programs totalling $600 million, suggesting
that those funds be applied against the programs'I requested., And I
called for Congressional action on my economy measures,

I am pleased that the House/Senate Conferees on the Legis-
lative appropriations Bill have agreed to some of the steps 1
have recommended.

This is progress.

But there are still other requests which would permit the
Department of Defense to save over $1 billion a year by 1979,

Of special importance is the shipbuilding program which our

military leaders and I believe is of critical importance to our future
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ability to control the seas in times of conflict. The Seapower Sub-
committee of the House Armed Services Committee has unanimously
approved a $1.1 billion request to begin work on the initial ships
needed to rebuild our Navy. I call on the Congress to approve
this program before they adjourn so that we can assure our naval
superiority during the next two decades.

I want to thank in particular those of you here today; I know
you have a deep commitment to our national security. I share your

dedication, and value your contributions to our freedom.



FOR IMMEDIATE RELEASE September 22, 1976

Office of the White House Press Secretary

THE WHITE HOUSE

FACT SHEET
DEFENSE APPROPRIATIONS BILL, 1977

The President today signed the Department of Defense
Appropriation Act of 1977. This bill provides $104.3
billion for military functions of the Department of
Defense, compared to an amended Administratlion request
of $108 biliion.

The following table shows the President's amended budget
request and the amounts appropriated by Congress:

Budget Authority ($ In Billions)
Amended Congressional Approved

Request Change Level
Military personnel 25.5 -.1 25.4
Military retired pay 8.5 -.1 8.4
Operations and
maintenance 32.3 -.7 31.6
Procurement 30.6 -2.2 28.4
RDT&E 11.1 -.6 10.5
Total 108.0 ~3.7 104.3

The net Congressional reduction of $3.7 billion from the
President's budget consists of cuts totalling $4.7 billion,
partially offset by Congressional additions of $1 billion.
























































































































































