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THE WHITE HOUSE ACTION 
WASHINGTON 

Last Day: October 18 

MEMORANDUM FOR THE PRESIDENT_ 

FROM: JIM CANNON17~ 
SUBJECT: H.R. 11347 - Conveyance of Federal Interests 

in Utah property; HEW Office of Inspector 
General 

Attached for your consideration is H.R. 11347, sponsored by 
Representative Howe. 

The enrolled bill authorizes the Administrator of GSA to 
convey, without compensation, the Federal Government's 
full title and interest in 0.48 acres of land to the 
Shriners' Hospitals for Crippled Children. 

The enrolled bill also establishes in the Department of 
Health, Education and Welfare, an independent Office of 
Inspector General to: 

assume primary responsibility for HEW's auditing and 
investigative activities, 

prevent and detect fraud and abuse in HEW programs, 
particularly in the Medicaid/Medicare, renal disease 
and maternal and child health programs, and 

promote economy and efficiency in the administration 
of HEW programs. 

A detailed discussion of the prov1s1ons of the enrolled bill 
is provided in OMB's enrolled bill report at Tab A. 

OMB, Max Friedersdorf, Counsel's Office (Kilberg) and I 
recommend approval of the enrolled bill and the attached 
signing statement which has been cleared by the White House 
Editorial Office (Smith) -. 

RECOMMENDATION 

That you sign H.R. 11347 at Tab B. 

That you approttf/igning statemen~ at Tab C . 

Approve Disapprove - · · ---

' 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

OCT 12 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 11347 - Conveyance of 
Federal interests in Utah property1 HEW 
Office of Inspector General 

Sponsor - Rep. Howe (D) Utah 

Last Day for Action 

October 18, 1976 - Monday 

Purpose 

Conveys certain property interests of the United States 
in Salt Lake County, Utah, to Shriners' Hospitals for 
Crippled Children; establishes an Office of Inspector 
General in the Department of Health, Education, and 
Welfare (HEW) • 

Agency Recommendations 

Office of Management and Budget 

Department of Health, Education, 
and Welfare 

General Services Administration 
Civil Service Commission 

Discussion , 

Approval(Signing 
statement attached) 

Approval (Signing 
statement attached) 

No objection 
No objection 

H.R. 11347 was introduced and passed in the House as a 
bill providing for the transfer of a reversionary interest 
in land to the Shriners' Hospitals for Crippled Children 
in Salt Lake County, Utah. During the closing days of 
the 94th Congress, a major unrelated amendment authorizing 
the establishment of an Office of Inspector General in 
HEW was attached by the Senate and passed in both Houses 
without debate. The Inspector General amendment had been 

' 
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considered earlier in the session by the Senate and 
House Government Operations Committees as S. 3678 and 
H.R. 15390, respectively. 

Transfer of Federal property interest. H.R. 11347 authorizes 
the Administrator of the General Services Administration 
(GSA) to convey, without compensation, the Federal 
Government's full title and interest in 0.48 acres of land 
to the Shriners' Hospitals for Crippled Children, a 
Colorado corporation. The land is part of a 7.8-acre 
tract conveyed in 1946 by an Act of Congress to the 
Shriners' Hospital for the purpose of erecting the 
hospital currently occupying that site. The 1946 law 
stipulated that in the event of nonuse of the property 
for hospital purposes, it would automatically revert to 
the United States. 

In order to permit Salt Lake County to complete certain 
street and storm drain system improvements on a local 
street serving the hospital, the hospital has agreed to 
convey the necessary 0.48 acres to the County. However, 
the conveyance cannot be made unless the hospital is re
leased from the condition which requires the land to 
revert to the United States. 

GSA generally opposes, as a matter of policy, legislation 
which provides for the conveyance or release of valuable 
rights in property to grantees without adequate compensa
tion. In this case, H.R. 11347 does not conflict with 
Federal policies governing the transfer of property 
rights. Under the Federal Property and Administrative 
Services Act of 1949, the United States retains a right of 
reversion for a period of 30 years and is entitled to 
adequate payment for any property rights released during 
that period. Although the land in issue was not trans
ferred under the 1949 law, 30 years have passed since the 
1946 transfer. In its report to Congress on H.R. 11347, 
GSA stated that it did not object to enactment of the bill. 

Office of HEW Inspector General. H.R. 11347 establishes 
in HEW an independent Office of Inspector General to: 

-- assume primary responsibility for HEW's auditing 
and investigative activities, 

-- prevent and detect fraud and abuse in HEW programs, 
particularly in the Medicaid/Medicare, renal disease, 
and maternal and child health programs, and 

' 
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-- promote economy and efficiency in the adminis
tration of HEW programs. 

The Office is to be headed by an Inspector General 
(Executive Level IV} and a Deputy Inspector General 
(Executive Level V), both appointed by the President, 
with the advice and consent of the Senate. Both also 
are subject to removal by the President. The bill provides 
specifically that the appointments are to be made "solely 
on the basis of integrity and demonstrated ability and 
without regard to political affiliation.n The bill also 
provides for an Assistant Inspector General for Auditing 
and an Assistant Inspector General for Investigations. 
The Inspector General will report to and be under the 
general supervision of the HEW Secretary and is to be 
independent of all other departmental officers. 

The proposal for an Inspector General's Office in HEW is 
an outgrowth of recent widely-publicized congressional 
investigations into fraud and abuse in the Medicaid 
program. The Administration initially did not favor 
establishing such an office. Pending enactment of the 
health block grant proposal (which included Medicaid), 
however, HEW instituted a series of administrative actions 
designed to assure greater Federal review of State fraud 
and abuse efforts. Medicaid is a State-administered 
program and States have the primary responsibility for 
policing fraud and abuse. Among the steps taken earlier 
this year by HEW to strengthen Federal efforts was a 
consolidation of the HEW Office of Investigations and the 
HEW Audit Agency into a new Office of Audits and 
Investigations. 

H.R. 11347 was modified by the congressional committees 
to meet some of the Administration's objections to earlier 
versions of the bill which would have established an 
Inspector General Office more independent of HEW. However, 
the bill still contains several provisions which the 
Administration strongly opposed. For example, it: 

-- requires the Inspector General to report to 
Congress within 7 calendar days after reporting to the 
HEW Secretary particularly serious or flagrant problems 
or abuses. Congress originally proposed that the Inspector 
General report simultaneously to the Secretary and Congress, 
while HEW proposed that the Secretary, without the imposition 
of a time deadline, inform the Congress after receiving 
and analyzing reports from the Inspector General. 

, 
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requires the Inspector General to inform the 
Congress without delay if his budget request is reduced, 
before submission to Congress, to an extent which he 
believes would be seriously detrimental. This provision, 
we believe, infringes on your budget and management 
prerogatives and responsibilities. 

-- prevents any reduction in classification or 
compensation for personnel transferred to the new office. 
There appear to be conflicting provisions in the bill-
one subsection prohibits reductions for one year after 
a transfer, while another subsection prohibits reductions 
from taking place for the duration a person serves in a 
new position. HEW and the Civil Service Commission 
recommended that officials and staff of the new office be 
compensated solely on the basis of their job functions and 
personal qualifications. 

H.R. 11347 also: 

-- requires the Inspector General to submit quarterly, 
annual and ad hoc reports directly to the Congress without 
Administration clearance, 

-- provides the Inspector General with subpoena 
authority, and 

-- requires the HEW Secretary to provide the 
Inspector General with adequate office space and all 
necessary supplies and services at central and field 
office locations. 

HEW estimates that the first year costs for the Office 
of Inspector General would be about $1.0 million. 

Recommendations 

HEW points out in its views letter that the Department 
has sufficient authority to accomplish the bill's 
objectives of reducing fraud and abuse and increasing 
program efficiency, and that it has already taken steps 
administratively to accomplish these objectives. Never
theless, HEW recommends approval, in view of its recent 
report to the Congress that the bill "would give feasibility 
and additional impetus to the steps ••• already taken." 

' 
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esc opposes the special protections in the bill for 
personnel transferred to the new Office, since the civil 
service system already provides ample protection for 
such employees. esc states, however, that it does not 
consider its objections to be of "such overriding 
importance as to warrant a Presidential veto." 

* * * * * * * * 
Although an Office of Inspector General in HEW has a 
certain cosmetic attractiveness, the bill, as noted above, 
contains objectionable provisions. In addition, Secretary 
Mathews has administratively accomplished the bill's 
primary objective by combining HEW's Office of Investiga
tions and Audit Agency under one director, reporting to 
the Secretary. 

On the other hand, we recognize the tremendous emphasis 
in recent press reports on fraud and abuse. A veto could 
be construed as a lack of Administration concern with 
these problems. Moreover, the problems which could 
result from the objectionable provisions {e.g., conflicting 
budget estimates) can be handled, we believe, in the 
context of the appointment and removal powers provided 
in the bill. Accordingly, we recommend that you sign 
H.R. 11347. 

We have attached for your consideration a draft signing 
statement identical to HEW's signing statement, except 
for deletion of the last sentence which would commit you 
to move immediately to appoint the new Inspector General. 

Enclosures 

~~ 
James T. Lynn 
Director 

' 



STATEMENT BY THE PRESIDENT 

I have approved H.R. 11347, a bill that would establish 

within the Department of Health, Education, and Welfare, an 

Office of the Inspector General to conduct and supervise 

audits and investigations relating to the programs and 

operations of the Department. 

Secretary Mathews and I share the concern of the Congress 

and of the American people for the honest and efficient conduct 

of government programs. Prior to the passage of this legis

lation, the Secretary had moved to establish a centralized 

investigative arm within his own office to give effect to this 

concern. The new law will now enable me to appoint an Inspector 

General for the Department. Under the Secretary's supervision, 

the Inspector General will lead the Department's investigative 

activities. He will keep the Secretary and the Congress 

appropriately informed on the necessity and progress of action 

needed to correct program abuse or assure the economical and 

efficient management of the Department's programs. 

In implementing this law, I want to emphasize my complete 

agreement with the intent of the Congress, as expressed in the 

bill, that the Inspector General and his Deputy be appointed 

solely on the basis of integrity and demonstrated ability, 

without regard to political affiliation. 

' 



THE WHITE HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: Oc ,ber 1 

FOR ACTION: Spencer Johnson 
Friedersdorf 

>bbie Kilberq -<. 
Robe '1at:tmann 

FROM THE STAFF SECRETARY 

DUE: Date: Gctober 13 

SUBJECT: 

Time: 8lC:pm 

cc (for information) : 
Jack Marsh 

Time: 

Ed Schmults 
Steve McConahey 

500pm 

.R.ll3 7-COnveyance of Federal interests in Utah property~ 
HEW Office of Inspector General 

ACTION REQUESTED: 

--For Necessa.ry Action __ For Your Recommenda.tiona 

- - Prepare Agenda. and Brief __ Draft Reply 

-x-- For Your Comments ~Draft Remarks 

REMARKS: 

please return to judy johnston,qround floor wes-c. winq 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMI'M'ED. 

If you have any questions or if you anticipate a. 
delay_ in 11ubmitting the required material, please 
telephone the Staff immediately. 

K. R. COLE, JR. 
For the President 

' 
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H.R. 

THE 

OMB VERSION 

STATEMENT BY THE PRESIDENT ON SIGNING 
11347, WHICH INCLUDES PROVISIONS ESTABLISHING 
AN OFFICE OF THE INSPECTOR GENERAL WITHIN 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

I have approved H.R. 11347, a bill that would establish 

within the Department of Health, Education, and Welfare, an 

Office of the Inspector General to conduct and supervise audits 

and investigations relating to the programs and operations of 

the Department. 

Secretary Mathews and I share the concern of the Congress 

and of the American people for the honest and efficient conduct 

of government programs. Prior to the passage of this legisla-

tion, the Secretary had moved to establish a centralized 

investigative arm within his own office to give effect to this 

concern. The new law will now enable me to appoint an Inspector 

General for the Department. Under the Secretary's supervision, 

the Inspector General will lead the Department's investigative 

activities. He will keep the Secretary and the Congress fully 

informed on the necessity and progress of action needed to 

correct program abuse or assure the economical and efficient 

management of the Department's programs. 

As we move, now, to implement this law, I wish to emphasize 

my complete agreement with the intent of the Congress, as 

expressed in the bill, that the Inspector General and his 

Deputy be appointed solely on the basis of integrity and 

demonstrated ability, without regard to political affiliation. 

, 



DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE 

The Honorable James T. Lynn 
Director, Office of Management 

and Budget 
Washington, D. c. 20503 

Dear Mr. Lynn: 

OCT 7 1976 

This is in response to your request for a report on H.R. 11347, 
an enrolled bill "To authorize conveyance of the interests of 
the United States in certain lands in Salt Lake County, Utah, 
to Shriners• Hospitals for Crippled Children, a Colorado 
corporation." The enrolled bill is described in detail in 
the enclosed fact sheet. 

We accepted the primary purpose of the bill--to establish an 
Office of the Inspector General within the Department--in our 
report of September 13 to the House Committee on Government 
Operations on a similar bill, H.R. 15390. In conformity 
with the views we expressed in that letter, we recommend 
that the bill be approved. 

We pointed out in that letter that the Department has 
sufficient authority to accomplish the bill's objectives of 
reducing fraud and abuse and increasing program efficiency. 
Nevertheless, as we also pointed out, the bill "would give 
feasibility and additional impetus to the steps we have 
already. taken." 

The steps included initiation of action to establish an Office 
of Audit and Investigations within the Office of the Secretary 
headed by a Director who would report to the Secretary and 
would exercise a broad mandate to conduct and supervise audits 
and investigations relating to the Department's programs. 

In commenting to the Congress on the provisions of the bill, 
we did ask for certain modifications. First, in order to 
protect the Inspector General from any suggestion that political 
considerations enter into his investigative decisions, we 
believe that his post should be essentially career. To this 
end we suggested that the positions be filled by secretarial 
rather than presidential appointment. Although this 
suggestion was not followed, the enrolled bill does require 



The Honorable James T. Lynn 2 

that the Inspector General and his Deputy be appointed by the 
President "solely on the basis of integrity and demonstrated 
ability and without regard to political affiliation". This 
language should allow our objective to be attained. 

Our letter also pointed out the inappropriateness of requiring 
the Inspector General to report flagrant abuses immediately 
to the Congress, as well as to the Secretary. It was our 
belief that the Secretary should first be given the 
opportunity to take steps to correct any such abuses. In 
response to this point, the enrolled bill now provides the 
Secretary with seven days after the Inspector General informs 
him of any such abuse before the Inspector General must report 
the abuse to the Congress. 

The letter made several additional points, of which the most 
significant was our objection to the provision to authorize 
the Inspector General to inform the Congress of Department 
or OMB reductions in his budget request prior to the President's 
budget submission. We argued, on the one hand, that this 
authority would not provide the Congress with information 
not already available to it while, on the other hand, a 
special privilege of the Inspector General in this regard 
threatened to undermine the Secretary's and the President's 
ability to manage the Department's budget in an evenhanded 
fashion. The Congress did not accept our position. 

In addition to the provisions dealing with the Inspector 
General, the enrolled bill would transfer certain property in 
Salt Lake County, Utah to Shriners' Hospitals for Crippled 
Children. In a letter of May 27, 1976, we advised the 
Committee on Government Operations of the House of 
Representatives that, subject to the views of the General 
Services Administrator, we saw no objection to this 
conveyance. 

The problems of fraud and abuse in programs of the Department 
have come under serious scrutiny both in the Congress and 
and within the Department itself. A central office to concern 
itself with these problems is desirable and we have already 
moved to establish one. The additional authority that the 

' 



The Honorable James T. Lynn 3 

bill would provide, while not in our judgment an essential 
aid to our efforts, may nevertheless prove helpful. It is our 
understanding that there are examples within government of 
officials of the type created by this bill, with similar powers, 
who have functioned effectively. 

For these reasons, we recommend that the President sign the 
bill. We estimate the cost of implementing this bill during 
its first year at less than one million dollars in new 
obligational authority. A draft signing statement is enclosed. 

Enclosures 

, 



FACT SHEET 
DESCRIPTION OF H.R. 11347 

overview of H.R. 11347 

The principal purpose of H.R. 11347 is to establish an 
Office of Inspector General within the Department of Health, 
Education, and Welfare. Headed by an Inspector General 
appointed by the President at Level IV of the Executive 
Schedule and responsible to the Secretary, the Office would 
be responsible for auditing and investigating programs and 
operations of the Department to promote their economy and 
efficiency, and to prevent and detect fraud and abuse. 

The Positions of Inspector General and Deputy Insnector 
General 

The Inspector 
integrity and 
affiliation. 
would also be 
the Senate. 

General is to be appointed on the basis of 
demonstrated ability without regard to political 
He would be assisted by a Level V Deputy who 
appointed by the President and confirmed by 

Although the bill does not formally confer upon these officials 
the protections of civil service status, it requires that 
their appointment be on the basis of integrity and demonstrated 
ability without regard to political affiliation. In case 
of their removal from office, the President must communicate 
the reasons therefor to the Congress. 

The Nature of the Office 

The Office would, through an Assistant Inspector General for 
Auditing, have responsibility for the existing HEW Audit 
Agency. An Assistant Inspector General for Investigations 
within the Office would be responsible for administering the 
existing HEW Office of Investigations. In addition, the 
Inspector General is required to establish within the Office 
a staff to devote full-time attention to antifraud and anti
abuse activities relating to Medicare, Medicaid, Maternal and 
Child Health and Crippled Children's Programs, and the renal 
disease program. The staff would report to the Deputy Inspector 

' 
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General. The bill vests in the Inspector General a range 
of functions commonly exercised by the Directors of principal 
operating components of a Department or agency. In the 
matter of considering his budget requests, however, the 
Inspector General is directed to inform the Congress if he 
concludes that his request, before its submission to Congress, 
has been reduced to an extent seriously detrimental to his 
adequate performance. 

Inspection Authority 

The Inspector General is given access to all records available 
to the Department that relate to its programs and operations 
and, in other cases, may require records by subpoena enforceable 
by order of any appropriate United States district court. 

Reports 

The bill requires a range of reports to the Secretary and 
to the Congress, among them: 

an annual report to the Congress summarizing 
the office's activities and including a 
description of deficiencies uncovered in the 
administration of the Department's programs 
and recommendations for their correction; 

a quarterly report to the Secretary and to the 
Congress calling attention to inadequate progress 
in correcting previously identified significant 
deficiencies; 

a report to the Secretary (and within seven calendar 
days thereafter, to the Congress) immediately upon 
the discovery of deficiencies that are particularly 
serious or flagranti 

a report to the Secretary and to the Congress when 
information or assistance is denied to the Inspector 
General by a Federal, State, or local governmental 
entity7 and 
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any other reports that the Inspector General 
determines are necessary or desirable, or that 
either House of Congress requests. 

None of these reports is subject to the clearance or approval 
procedures otherwise applicable within the Department or the 
Executive Branch. 

Effective Date and Transitional Provisions 

The bill is effective upon enactment. Any person who, 
on that date, held a General Schedule (i.e., non-Executive) 
appointment, and who is transferred to a comparable position 
in the new Office, is protected against any reduction of salary 
in the new position. 

Transfer of Lands 

The Inspector General provisions were added to a noncontroversial 
bill to authorize conveyance of the interest of the United States 
and certain lands in Salt Lake County, Utah, to Shriners' 
Hospitals for Crippled Children, a Colorado corporation. 

' 



STATEMENT BY THE PRESIDENT ON SIGNING 
H.R. 11347, WHICH INCLUDES PROVISIONS ESTABLISHING 

AN OFFICE OF THE INSPECTOR GENERAL WITHIN 
THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

I have approved H.R. 11347, a bill that would establish 

within the Department of Health, Education, and Welfare, an 

Office of the Inspector General to conduct and supervise audits 

and investi9ations relating to the programs and operations of 

the Department. 

Secretary Mathews and I share the concern of the Congress 

and of the American people for the honest and efficient conduct 

of government programs. Prior to the passage of this legislation, 

the Secretary had moved to establish a centralized investigative 

arm within his own office to give effect to this concern. The 

new law will now enable me to appoint an Inspector General for 

the Department. Under the Secretary's supervision, the Inspector 

General will lead the Department's investigative activities. He 

will keep the Secretary and the Congress fully informed on the 

necessity and progres~ of action needed to correct program abuse 

or assure the economical and efficient management of the Department's 

programs. 

As we move, now, to implement this law, I wish to emphasize 

my complete agreement with the intent of the Congress, as expressed 

in the bill, that the Inspector General and his Deputy be appointed 

solely on the basis of integrity and demonstrated ability, without 

regard to political affiliation. I intend to move promptly to 

fill this important position. 

, 



UNITED STATES OF AMERICA 

GENERAL SERVICES ADMINISTRATION 

October 7, 1976 

Honorable James T. Lynn 
Director, Office of 
Management and Budget 
Washington, DC 20503 

Dear Mr. Lynn: 

WASHINGTON. DC 20405 

By letter of October 4, 1976, you requested the views of the General 
Services Administration (GSA) on enrolled bill H.R. 11347, "To 
authorize conveyance of the interests of the United States in certain 
lands in Salt Lake County, Utah, to Shriners' Hospitals for Crippled 
Children, a Colorado corporation." 

GSA opposes, as a matter of policy, legislation which provides for 
the conveyance or release of valuable rights in property to grantees 
without the payment of adequate consideration except as provided in 
laws of general application. However, in view of the reasons set 
forth in our letter of May 14, 1976, to Honorable Jack Brooks (copy 
attached), we offer no objection to the signing of this legislation. 

Inasmuch as Title II would have no effect upon GSA's functions and 
responsibilities, we offer no comment on its merits. 

Sincerely, 

--;- tt'-A-,._ 
TER:::::ZERS 
Acting Administrator 

Enclosure 

Keep Freedom in Tour Future With U.S. Savings Bonds 

' 



MAY 141S7o 

Henor~ble ,~ack tlr(}oks 
j Chair~an, Committee on 

j Govern~t Operations 
P-""u~e of Re"!)resentatives 
Wasnington, DC 20515 

(. 

Your l~tter of ~Januar_~ 7,1975. r~t!uf!st~d ou,- cof\'F.lfmts on H.R. 11347; 
a bill ·· ro conv~v the interests of th~ United States in certain lands 
in Salt lake C!lunty, Utah~ to Shrinen' Hosoita1s for Crin~l~d rJ1fldren. 
a Colora1o co~orat1on." 

H.~. 113,l7 directs the ~dministrator of ~eneral S~rvices (t.St\) to 
convey~ without con~ideration. all right, title ~ and interests r~inin~ 
in tlle United States in and to ;, 0.48-acr~ !>Ortfoo of a tr~ct of land 
tl)nveyed to t~ Shriners' Hospital$ for Cripp1!!d Children by deed dated 
.July 12 .. 1945. Th~ original tract of ·land , consisting of 7.8354 acre!, 
was a oortion of t~~ Fort IJ.~urylas ~Htary Reservation anrt tha conveyance 
to the S~riners • Ho~pital s for Crir:t?led Children ~~~s made by the 
S~c~t.ary of War pursuant to Public law 324 data<f !~arch 14. 1945. 
Section 2 o:f that Public ta"" provlded a rever~1onary interest in ·th&. 
United States in the event the qr&ntee shall fail or cease to use the 
sub,ect lands as a location fnr~ n hospital for · crir~led children, or 
shall ali~nate or att~t to alienate such lands. 

The purpose of the bfll is to e11~ncte t~e reversionary interest as it 
pertai"s to the 0.48 acres. 

lie hav~ t~n informed that sine!! coaweyance of the 7.8354 acre~ in 1946 .. 
thl! land has been ft®roved by the con!truet1cn of a hospital and related 
f~cilit1es, including a partinq ar~a. We t~ve also been informed that 
t~. County of Salt Lake ~is~s to accufre e portico of the parking area 
for the con~tn«:tion of a road through tha property to serve traffic to 
the IJniveMf ty of Utah. · 

The read 1s not 1ntentate 1n character nor 1s it b~1ng constructed und~r 
any Fcd~al aid prog~m. 

The county arvf hos!)1ta1 aut.horiti~s ~VI! n~otiated an arrAngement . 
wt'terehy the county w1.11 re1mbune the hospital for the lC'Jnrl involved by 
re1~cating and reconstructing an enla~ed ~arkfn~ area elsewhere on t~ 
7.$854 a~res. MoNever~ the conve~~nc~ cannot be ~,d~ unless the hos~1tal . 
i~ rele~sed from th~ condition ~hich r~uires th~ land to revert to the 
United State!. 

' 
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GSA opposes. as a matter of policy, 1eg1s.lat1on which provides for the 
tonv~yance or release of valuable rights fn property to grantees without 
the p.ayment of ad~quate consideration except as provided in laws of 
general appl1cat1on. 

Under normal procedures, if the Shriners' Hospitals for Crippled Children 
had acquired the property urlf:ler the Federal Property and Administrative 
Sarviees Act of 1949, as amended, for health and educational purposes,. 
at no cost,. the United States "M>uld have retained a right of .-~versfon 
in the event the property was not used for the purposes ~edoo for a · 
period of 30 years. If at any time during th& 30 years the hospital 
requested abrogation of the revers1onar.y provision for the purpose of 
~~kfng a portion of it available to a State or county for the construction 
or widening of a street or road. GSA would require the hospital to pay 
true current ffllir market value of the portion to be r~leased f1'0Bt the 
reversionary provision less O'"edit for that proportion of the 30 years 
during wbieh the property \.res devoted to hospital use. At the end of 
the 30 years the revers1ooary right ~uld auto=atically expire. 

As indicated, heretofore, tf'l.e property which h the subject of this b111 
~:as coPveyed to the Shriners' Hospitals for Crippled Ch1ldnm almost 
30 years ago. The 30 years will expire July lZ.t 1976. Howevil!r, sfnce 
the rfght of reversion was cnated by Congress in the 1946 act, it must 
be reooved by Cor.gress. 

In vi~ of all of the foregoifl!h we off~r rn> objection to the passaqe 
of this legislation. 

The Office of Manag~t and Budget has advised that~ from the standJX)1nt 
of the J\dm1nistntion 1s pregran~, there 1s no objection to the subnission 
of this M!port to· your Comittee. 

Sincerely, 

tnP"C'"?Y CH" '"'.,.,RS ~ .! .t..:JLi.'l - .H. !\.1. .:5~ ·.;.,.~ 

Dr;,pt<. ty A<lministratol" 

' 

\ 



CHAIRMAN 

UNITED STATES CIVIL SERVICE COMMISSION 

WASHINGTON, D.C. 20415 

Honorable James T. Lynn 
Director 
Office of Management and Budget 
Washington, D.C. 20503' · · 

Attention: Assistant Director for 
Legislative Reference 

Dear Mr. Lynn: 

October 8, 1976 

This is in response·to·your request· for the· commission's views•on 
enrolledH.R. 11347,1 an act "To authorize'conveyance of the 
interests. of the United states in certain lands in Salt Lake County,. 
Utah,.toShriners' Hospitals for CrippledChildren, ~Colorado 
corporation." 

The stated purpose of this Act is accomplished in Title I. Our 
main interest is in Title II whiCh would establish an Office of 
Inspector General within the Department of Health,· Education, and 
Welfare (HEW) , the· purpose·· of which would be to. conduct and 
superVise audits and investigations relat~ng to programs and 
operations of HEW. 

The new office is to be headed by an Inspector General appointed 
by the President by and with the advice and consent of the Senate~ · 
The Inspector General would be compensated at the· rate prescribed 
for Level IV of the' Executive Schedule; his deputy· (also appointed 
by the President) would be compensated at the rate prescribed for 
Level v. These rates are appropriate~ 

The staff of the new Office is to be appointed subject to the . 
appointment, classification, and pay provisions of title 5,• United 
States· Code. • ThiS, · too, is appropriate. · 

Section 206'. of the Act provides for transferring the functions of 
certain HEW .agencies and officestothenewOffice of the 
Inspector General, E.;ubject to applicable laws and r.egulations, 
with the'provision that the' classification and compensation of 
personnel so transferred may not be reduced for 1 year after such 
transfer. The Commission is opposed to this limitation since it 
gives these employees a statutory right. to their jobs that places 
them in a position superior to all other·. agency em:Ployees;..-. 
including veterans. · Not only is this contrary to the order of 
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retention provided for in section 3502' of title 5, United States 
Code, but the wording is such that it could preclude the agency 
from separating any of these employees for cause. The special 
protections providedby this Act are unnecessary.since an estab-· 
lished system already existsthat wouldprovide ample protection 
to employees so transferred. 

But while we consider this a defect in the:Act, we do not consider 
it of such overriding importance as to warrant a Presidential veto• 
Should a veto be indicated for other reasons, however, our objec
tion to this provision should be given due consideration. 

BY direction of the Commission: 

Chairman 

2. 
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THE WHITE HOUSE 

ACTION WAUIINOTON' LOG NO.: 

Da.te: October 12 

FOR ACTION: Spencer Johnson 
Max Friedersdorf 
Bobbie Kilberg 
Robert Hartmann 

FROM THE STAFF SECRETARY 

DUE: Da.te: October 13 

SUBJECT: 

Time: 81Spm 

cc (for information): 
· Jack Marsh 

Time: 

Ed Schmults 
Steve McConahey 

SOOpm 

H.R.ll347-Conveyance of Federal interests in Utah property; 
HEW Office of Inspector General 

ACTION REQUESTED: 

--· For Necessary Action _For Your Recommendations 

- Pzepa.re Agenda. a.nd Brief -Draft Reply 

-x- For Your Comments -Draft Remarks 

REMARKS: 

please return to judy johnston,ground floor west wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a. 
delay in submitting the required mcderia.l, please ..d-J'ame~ Jl. Connoll 
telephone the Staff Secretary immediately. )'or the PresideD( 

• 
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THE WHITE HOUSE 

ACTION MEMORANDUM WASlltNOTON LOG NO.: ( 

Date: October 12 Time: 815pm 

FOR ACTION: Spencer Johnson 
Max Friedersdorf 
Bobbie Kilberg 
Robert Hartmann 

cc (for information): 
. Jack Marsh 

Ed Schmults 
Steve McConahey 

FROM THE STAFF SECRETARY 

DUE: Date: October 13 Time: SOOpm 

SUBJECT: 

H.R.ll347-Conveyance of Federal interests in Utah property; 
HEW Office of Inspector General 

ACTION REQUESTED: 

____: For .Necessa.ry Action --For Yom Recommendations 

-- Prepcue Agenda. a.nd Brief -Draft Reply 

-x-- For Your Comments -Draft Remcuks 

REMARKS: 

please return to judy johnston,ground floor west wing 

Recommend approval. However, note suggested 
change in the text-of the signing statement to 
the effect that the Inspector General will 
keep the Congress {'appropriately informed"· 
This would recognize that he would not report 
to the congress on matters relating to 
criminal fraud on the part of individ~als 
which may be appropriate for prosecut1on. 

Ken Lazarus 10/13/76 

PLEASE ATTACH THIS COPY TO.MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a. 
delay in submitting the required material. please .If Jamos II. Cannon 
telephone the Staff Secretary immediately. }'or the Pros1denf 

, 



94TH CoNGRESS}. HOUSE OF REPRESENTATIVES { REPORT 
~dSession No. 94-1240 

CONVEYANCE OF UNITED STATES INTERESTS IN CER
TAIN LANDS IN SALT LAKE COUNTY, UTAH, TO THE 
SHRINERS' HOSPITALS FOR CRIPPLED CHILDREN 

JUNE 9, 1976.--(Jommitted to the Committee of the Whole House and 
ordered to be printed 

Mr. BRooKs, from the Committee on Government Operations, 
submitted the following 

REPORT 
[To accompany H.R. 11347] 

The Committee on Government Operations, to whom was referred 
the bill (H.R. 11347) to convey the interests of the United States in 
certain lands in Salt Lake County, Utah, to Shriners' Hospitals for 
Crippled Children, a Colorado corporation, having considered the 
same, repovt favorably thereon with amendments and recommend that 
the bill as amended do pass. 

The amendments are as :follows: 
On the first page, line 3, after "Services" strike out "shall, subject 

to section 2 of this Act," and insert in lieu thereof "is authorized, sub
ject to section 2 of this Act, to". 

On page 2, line 17, redesignate subsection (a) as subsection (b), 
and after "Sec. 2." insert the following: 

(a) The conveyance to be made under this Act shall be 
subject to the condition that the transferee, the Shriners' 
Hospitals for Crippled Children, shall reconvey or dedicate 
the lands specifically described in the first section of this Act 
to Salt Lake County, Utah, for street construction purposes. 

Amend the title so as to read: "A bi11 to authorize convey
ance o:f the interests of the United States in certain lands in 
Salt Lake County, Utah, to Shriners' Hospitals for Crippled 
Children, a Colorado corporation.". 

PURPOSE 

The purpose of H.R. 11347 is to authorize the Administrator of 
General Services to convey without reimbursement to the Shriners' 
Hospitals :for Crippled Children, a Colorado corporation, the Fed-
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eral Government's reversionary interest in 0.48 acre of land, part of a 
7.8-acre tract in Salt Lake City, ·utah, trrrnsferred to the corporation 
in 1046 for hospital use. The original convevance was made subject to 
a reverter to the United States in the event'of nonuse of the property 
for hospital purposes. Release of that reversionary interest with re
snect to the 0.48 acre is needed so that this small part of the tract 
c~n be conveyed to Salt Lake County for street construction purposes. 

C01.BHTTEE VOTE 

At a meeting of the Full Committee on Government Operations on 
:May 20, 1976, H.R. 11347, as amended, was approved unanimously. 

HEARING 

On May 13, 1976, the Committee, through its Government Activities 
and Transportation Subcommittee, held a hearing on H.R. 12339. 
The witness was Mr .• fames .T. Buckley, Acting Assistant Commis
sioner for the Office of Real Property, General Services Administra
tion. A prepared statement in support of the bill was submitted by 
the General Services Administration. After the hearing, the subcom
mittee met and adopted three proposed amendments to H.R. 11347 
and voted unanimously to report the bill to the Full Committee. 

The effect of the first amendment is to authorize, instead of to direct, 
the Administrator to convey the Federal interest to the hospital cor
poration. The language o:f the original bill would have required the 
Administrator to do this. The arrangements whereby the 0.48 acre is 
to be conveyed to Salt Lake County are not yet final, depending as 
they do on release of the reverter. The amendment gives the Adminis
trator flxibility in dealing with the timing and execution of the 
conveyance. The effect o:f the second amendment is to make clear the purpose for 
which the Government's interest is to be released (i.e. county street 
construction) and assure its realization. 

The third amendment is technical and conforms the title to the lan-
guage change made by the first amendment. The purpose and effect of 
amendments along the lines of the foregoing were discussed >vith the 
GSA witness, who indicated concurrence. 

BACKGROUND 

On March 14, 1946, the Congress authorized and directed the Sec
retary of '''ar to convey to the Shriners' Hospitals for Crippled Chil
dren approximately 7.8 acres of land near Salt Lake City, Utah. The 
land was then part of the Fort Douglas Military Reservation north
east of the city. The Secretary was authorized to impose such terms 
and conditions as he might prescribe. The quitclaim deed executed 
July 12, 1946, indicates a payment of $8,500 to the U nitecl States. The 
statute provided that with nonuse for hospital purposes the land 
would revert to the United States (Public LRW 324, 79th Congress; 
60 Stat. 55). Under the terms of the deed, the reverter would take 
effect "without notice, demand or action brought." The hospital was 
b-iiilt and is still in operation. · 

H.R.1240 
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DISCUSSION 

of?P~hi~e [t~:~~~ 0!~~: lb~A~ o;nt~lei;::~itar~ r~sef~ation were disposed 
complete ~ertain street work and incid~~~:l m ·k fe area. Id order to 
storm dram system there is now a need that 7l:r ortn b~ .erground 
part-0.48 acre-of the 7.8-acre tract (A k etco}un:fytoh atm a s.m~ll 
the appendix ) How th · s e c 1 o e ract rs m 
United States. acts as ever, e ferpetual reversionary right of the 
release that reversiona~~ ~f~hla~dnl~ftoili the landb. H.R. 11.347 would 
to the 0 48 acre onl , le ·"' 1 

. e encurn ranee wrth respect 
appropriate arrange;dent~v~ifh ite hosptrtal corporation free to make 

The 0 48 . ecoun y. 
Committee l~ri~l~::;dsth~~nu and is now used for the parking lot. The 
tion purpose contemplated se 11 the parcel. for the street construe
of the hospital h. h . wou not rnatenaliy hamper operation 
hospital will ob~~c thsupphrt~ the proposal. It is expected that the 
parking. roug 1e county other land to be used for 

Under current law en t d · 194 Act ( 40 U.S.C. 484(k) ) 0 :h 1Ad ? ~s part o_f the Feqeral Property 
surplus real property to the eSecr~mrstrf~IE;ir a:futhorrzed to assign 
profit, tax-exempt hos. 't 1 ar:y 0 

n . or transfer to non
J?Uted at 100 percent. lnsa p~ll~ ~ p~hc be!lefit diSCOl~nt ~Sually corn
bon that the propertv b t'J) ~n :f practice to .do thrs wrth a restric-
tended :fo~ 30 years. At 1h~ ~;;tor ~h tfe P1lbdhc hhealth purpose in-
full fee htle. a peno , t e transferees gets 

The 7.8-acre tract has be fl b h now for some 30 year;:: o\_ • en a!"e y t e g:rR;nt.ee as a hospital site 
m~nt received $8,500 ~~;, ~nc~:f ~hg iol"' the op~:vn~l deed, the. Govern
pnate, therefore to reo-ar.J th - le e~m~ o con-veyance. It IS appro-
. t fi. ' '·-'-' u e re ea"e o+ the r· , t 'th 
JUS. . ve perC<'nt of thr tot. 1 t ... t ~ J. <" er er Wl • respect to 
policy and practice under th: F~d~rarP~o a~r~~n~stent with current 

In a letter dated May 14 1976 th D p · · c~ .. 
ern 1 Services discus;::e(i tlle,111JI , le . l e;oudty Adrnnnstrator of Gen-
b

. t' . ~ t · - . , anc ac Yl"e that th ld b 
o Jec wn to Its passacr. e The 1 tt f 11 . " ere wou e no ' ' ,_., · · e er o ows : 

uNITED 8'1'ATES OF A~fERICA, 
GENERAL SERVICI;;S ADMINISTRATION 

Ron. JAcK Bnomrs Washington, D.C., May 14: J.976. 
Chairman ·Co·m •t't G ' .mz .ee on o~'ernment 0 t. sent~ti.ves, Washington, D.C. pera,wns, House of Repre-

DEAR "'fR. CHAimux: Your lette~ f T comme?ts on H.R. 11347, a bill ,;1_;~" 0
· ' ftnuhrJ: 7, 1976, requested our 

S~ates m certain lands in Salt Lake cOnvey L e mterests of ~he United 
p1tals for Crippled Children a C i odunty, ·utah,_ to Shrmers' Ros-

H .. R. 11847 directs tJ'e A .-'1' ~· • o ora o corporatiOn." t . - · · • · ~'c\ummJ<trator of G 1 S · 
.o cC!nvcy, w!t~out. consideration. ~1l,ri()'1 t ftlenera ~ ervices (GS~_) 
~ng m the Umted States in and to 0 ls 1 e, and :nterests remam
~and conveyed to the Shriners' H a. . . -acre P?rhon of a tract of 
deed dated .July 19 19j-6 rnll ?SJHt,lals for CriPpled Children by 
7 8854 

""' ' ~ . .L e Ol'JO'Jlln tr t f ] . acres, was a portion of th . F t'"n . ac o . :lpd, consisting o'f 
e or ong1as Military Reservation 

H.R. 1240 
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and the conveyance to the Shriners' Hospitals for Crippled Children 
was made by the Secretary of War pursuant to Public Law 324 dated 
March 14, 1946. Section 2 of that Public Law provided a reversionary 
interest in the United States in the event the grantee shall fail or 
cease to use the subject lands as a location for a hospital :for crippled 
children, or shall alienate or attempt to alienate such lands. 

The purpose of the bill is to eliminate the reversionary interest as it 
pertains to the 0.48 acres. 

We have been informed that since conveyance of the 7.8854 acres 
in 1946, the land has been improved by the construction of a hospital 
and related facilities, includmg a parking area. We have also been 
informed that the County of Salt Lake wishes to acquire a portion 
of the parking area for the construction of a road through the prop
erty to serve traffic to the University of Utah. 

The road is not interstate in character nor is it being constructed 
under any Federal aid program. 

The county and hospital authorities have negotiated an arrange
ment whereby the county wi1l reimburse the hospital for the land 
involved by relocating and reconstructing an enlarged parking area 
elsewhere on the 7.8854 acres. However, the conveyance cannot be 
made unless the hospital is released from the condition which requires 
the land to revert to the United States. 

GSA opposes, as a matter of policy, le!rislation >vhich provides for 
the conveyance or release of valuable rights in property to grantees 
without the payment of adequate consideration except as provided 
in laws of general application. 

Under normal procedurPs, if the ShrinPrs' Hospitals for Crippled 
Children had acquired the property undrr the Federal Property and 
Administrative Services Act of 194!1, as amrndrd, for health and edu
cational purposes, at no <~ost, the United States would have retained 
a right of reversion in the Pvrnt the proprrLy was not Ufoed for the 
purposes deeded for a period of 30 years. If at any time during the 30 
years the hospital rrrp.1~sted r:brogation of the rr,·ersionary provision 
for the purpose of making a portion of it available to a State or county 
for the construction or widening of a street or road. GSA would re
quire the hospital to pay the cuiTPnt fair market va11Ie of the portion 
to be released from the reversionary provision lN:s credit for that 
proportion of the 30 years during which the property was devoh•d 
to hospital use. At, the end of the 30 years the reversionary right would 
automatically expire. 

As indicated, heretofore. the property which is the subject of this 
bill was conveyed to the Shrinm,;' Hospitals for Crippled Children 
almost 30 years ago. The 30 years will expire July 12, 1976. However, 
since the right of reversion was created by Congress in the 1946 act, 
it must be removed by Congress. 

In view of all the foregoing, we offer no objection to the passage 
of this legislation. 

The Office of Management and Budget has advised that, from the 
standpoint of the Administration's program, there is no objection 
to the submission of this report to your Committee. 

Sincerely, 
TERRY CHAlmERS, Deputy Adrnini8trat07'. 

H.R.l240 
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CONCLUSION 

Use of this small piece o:f land for construction of a county street 
would not detract from the overall purpose served by the tr9;ct (opera
tion of the Shriners' Hospital), particularly since substlt~te land 
for hospital parking would. be made. available at another po1~t. Cur
rent general law and practiCe allowmg release. after 30 yeab of re
strictiOns on real property transferred for public health purposes are 
in keeping with the release to be effected u!lde.r H.R. 11347. Accord
ingly, the Committee favors enactment of this bill. 

ESTUIATED COST OF LEGISLATION 

Enactment of this bill would not result in additional cost to the 
Government other than the minimal, one-time administrative expense 
that attends the formal transfer. 

liATTERS REQUIRED TO BE DISCUSSED UNDER HOUSE RULES 

In compliance with clauses 2(1) (3) and 2(1) (4) of rule XI of the 
Rules of the House of Representatives, the following statements are 
made: 

With respe-ct to subdivision (A) of clause 2(1) (3), the 
Govemment Activities and Transportation Subcommittee has 
reviewed application and administration of the general laws 
relating to real prop~rty disposal. The .Cof!1mit~e. has deter
mined that the partwular need for this bill, ar1smg out of 
an earlier special enactment and unusual circumstances, does 
not indicate need :for new or additional legislation of a gen
eral nature. 

With respect to subdivision (C), the Director, Congres
sional Budget Office, has reviewed H.R. 11347 and advised 
that on the basis of the review it appears no additional costs 
to the Government would be incurred as a result of the 
enactment of the bill. 

In compliance with clause 2(1) (4), the Committee states 
that this legislation in and of itself is not expected to have 
an inflationary impact on prices and costs in the operation of 
the National economy. 

B.R.l240 
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LOc~'nOI'I: Salt lake City, Utah - Northeast Sector. 
REFERENCE: H.R. 11347, S4tn Cong., a bill to authorize the convey-

er the interests c"" thE! United States in certain lands 
in Salt lake County, Utah, to Shriners' Hospitals 
for Crippled Children, a Col.orado corporation. 

SOURCE: General Services Administration, May 24, 1976 

0 
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94TH CoNGRESS} HOUSE OF REPRESENTATIVES { REPORT 
2d Seaaiotn No. 94-1573 

HEW OFFICE OF INSPECTOR GENERAL 

SEPTEMBER 10.-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 

Mr. BRooKs, from the Committee on Government Operations, 
submitted the following 

REPORT 
together with 

SUPPLEMENTAL VIEWS 

· [Including cost estimate of the Congressional Budget Office] 

[To accompany H.R. 15390] · 

The Committee on Government Operations, to whom was referred 
the bill (H.R.15390) to establish an Office of Inspector General within 
the Department of Health, Education, and Welfare, and for other 
purposes, having considered the same, report favorably thereon with 
a technical amendment and recommend that the bill as amended do 
pass. 

The amendment is as follows: 
Page 12, line 1'7, strike out "Executive" and insert "General". 

EXPLANATION OF AMENDMENT 

The original language of H.R. 15390 contained an inadvertent ref
erence to the "Executive Schedule" for compensation of Federal offi
cials where a reference to the "General Schedule" for compensation 
of civil service employees ha.d been intended. The amendment corrects 
this error. · 

·PURPOsE AND SUMMARY 

H.R. 15390 would establish a new office in the Department of 
Health, Education, and Welfare with no program responsibilities 
which would conduct and supervise audits and investigations relating 
to programs and operations of the Department. 

The office would also provide leadership and coordination and rec
ommend policies for activities designed to promote economy and 
efficiency m the administration of, and to prevent and detect fraud 
and abuse in, such programs and operations. · 

57-0060 
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In addition, the office would provide a means for keeping the Sec
retary an~ th~ Congr~ss fully and currently informed about problems 
and defiCiencies relat~ng to the administration of the Department's 
programs ~nd operations and the necessity for and progress of cor
rective actwn. 

The office would be headed by an Inspector General a,ppointed by 
the Presid~nt, ~y and. with the advice and con~?t of the Senate, solely 
on the basis of mtegnty and demonstrated ability and without regard 
to political affiliation. The Inspector General would report to and be 
under the general supervision of the Secretary or the Under Secretary, 
but. would not be under the control of or subject to supervision by any 
other officer of the Department. · 

A Deputy Inspector General, appointed in the same manner as the 
Inspector General, would assist the Inspector General and serve as 
Insp~tor General during a vacancy or the absence or temporary in
capacity of the Inspector General. 

The Inspector General or the Deputy could be removed from office 
by the President. The President would be required to communicate 
the reasons for any such removal to both Houses of Congress. 
T~e Insp~ctor 9en~ral would have re~po~sibility for c.onducting 

audits and mvestigatwns and for coordmatmg other activities de
signed to promote economy and efficiency and to prevent and detect 
fraud and abuse, incl.uding relationships between the Department and 
other Federal agenCies, State and local governmental agencies and 
nongovernmental entities with respect to such matters. ' 
Th~ Inspector .Genera} would ha':"e specific responsibility for recom

mendmg corrective actiOn concernmg fraud and other serious prob
lems, abuses, and deficiencies and for reporting to the Secretary and 
the. Congress on the progress made in implementing such corrective 
actiOn. 

In addition to an annual report to the Secretary and the Congress 
on acti~ties ?f ~he office, the Inspector G:eneral would make quarterly 
reports 1~entifym~ recommended corrective actions on which adequate 
progress IS not bemg made. The Inspector General would report im
mediately to the Secretary and appropriate Congressional commit
tees whenever the office became aware of particularly serious or 
flagrant problems, abuses, or deficiencies. 

In order to prevent lengthy delays resulting from HEW "clearance" 
procedures, reports or inrormation would be submitted by the Inspec
tor General to the Secretary and the Congress without further clear
ance or approval. Copies of annual and quarterly reports would 
insofar as prac~icable,, be submitted by the Inspector General to th~ 
Sf.cretary sufficiently m advance of the due date for submission to 
Congress to provide a reasonable opportunity for comments of the 
Secretary 1:;<> be append~~ to the reports when submitted to Congress. 
I~ carrymg out provisions of H.R. 15390, the Inspector General is 

specifically authorized to obtain necessary information by subpena 
and to request necessary information or assistance from any Federal 
State, or local governmental agency or unit thereof. ' 

. H.R. 15390 further provides for the Inspector General to have 
direct and prompt access to the Secretary when necessary for the per
formance of the duties of the office. 
T~o ~xisting HEW units-the Audit Agency and the Office of In

vestigations-would become component parts of the Office of Inspec-

.. 
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tor General. Additional HEW units or functions related to the duties 
of the Office of Inspector General could be transferred to the Office 
with the consent of the Inspector General, but no program operating 
responsibilities could be so transferred. 

COMMITI'EE INVESTIGATION 

H.R. 15390, ·a bill to establish an Office of Inspector General for the 
Department of Health, Education, and Welfare, is based upon infor
mation obtained during more than eighteen months of study and in
vestigation by the committee's Intergovernmental Relations and 
Human Resources Subcommittee. 

After preliminary work beginning in late 1974, the subcommittee 
held hearings on HEW procedures ·and resources for prevention and 
detection of fraud and program abuse in April, May and June 1975.1 

A comprehensive report on the subcommittee's continuing investiga
tion was approved by the full committee in January 1976.2 

Hearings relating directly to establishment of an HEW Office of 
Inspector General were held during May 1976.3 During the hearings, 
consideration was given to the overall concept of an Office of Inspec
tor General, as well as to specific provisions of pending bills. 

MAGNITUDE OF HEW FRAUD AND ABUSE PROBLEM 

HEW's operations present, in the words of one of its Assistant Sec
retaries, "a vast potential for fraud and program abuse." 4 

HEW administers around 300 separate programs, with expenditures 
estimated to total about $145 billion during fiscal year 1917-more 
than one-third of the entire Federal budpt.5 A substantial percentage 
of the huge amount is not under the direct control of HEW, but is 
disbursed by non-Federal entities such as States, localities, eJuca
tional institutions, fiscal agents, intermediaries, carriers and grantees.6 

Although evidence presented at the subcommittee's 1975 hearings 
made it abundantly clear that tremendous losses are being incurred 
through fraud and abuse in HEW programs, witnesses from the De
partment were unable to provide reliable information on which a 
specific e·stimate of losses could be based. 7 

Since that time, the Secretary has estimated that losses totaling $750 
million annually from fraud and abuse are being incurred under the 
Medicaid program alone.8 Other estimates are substantially higher; 
for example, the New York St8ite Welfare Inspector General has 
estimated Medicaid losses in that single State at more than $500 mil
lion per year.9 

1 Hearings before a subcommittee of the Committee on Government Operations, HEW 
Procedures and Resources for Prevention and Detection of Fraud and Program Abuse, 
April 22, 30; May 15, 22 ; June 24, 1975 ; hereafter cited as "1975 hearings." 

• House Report 94-786, hereafter cited as "report." 
• Hearings before a subcommittee of the Committee on Government Operations, Estab

lisJ:vnent of an Otlice of Inspector General in the Department of Health. Education, and 
Welfare, May 25 and 27, 1976; hereafter cited as "1976 hearings." 

•1975 Hearings, p. 7. 
• Repor_t p. 13 ; 1977 expenditure estimate obtained from HEW . 
• 197 5 Hearings, . pp. 14-15. 
' Report, pp. 8, 15--17. 
8 Statement at March 26, 1976, news conference, based on data supplied by the Medical 

Services Administration. 
0 Testimony before the Subcommittee on Oversight and Investigations, House Committee 

on ·Interstate and Foreign Commerce, February 13, 1976, pp. 85-86. 
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DEFICIENCIES DISCLOSED BY SUBCOMMITI'EE I N VESTIGATION 

As outlined below, the subcommittee investigation disclosed serious 
deficiencies in the organizational structure, procedures and resources 
being used by HEW to combat fraud and abuse. and promote economy 
and efficiency in its pro_grams: 

Fragmented orgamzatirmal 8tructure.-The subcommittee found 
that units responsible for combating fraud and abuses and for :pro
moting economy and efficiency were scattered throughout HEW m a 
haphazard, fragmented and confusing pattern, with no single unit 
having the overall responsibility and authority necessary to provide 
effective leadership. Personnel of most such units lacked independence 
because they reported to and were hired and fired by officials directly 
responsible for the programs involved.10 

The subcommittee also found that HEW Audit Agency and the 
central Office of Investigations reported to different Assistant Secre
taries, with no high-level departmental official having overall respon
sibility for coordination and leadership of audit and investigat ive 
acti vities.11 

Until recently, HEW officials did not even know how many different 
units within the Department were engaged in activities specifically 
related to the promotion of economy and efficiency. A study performed 
at the request of the subcommittee indicated there are 63 such units, 
with a total of 3,642 employees directly engaged in such activities.12 

Lack of information.-The subcommittee found that information 
needed by both HEW and Congress for effective action against fraud 
and abuse was simply not available. There was no central source of 
data concerning fraud and abuse nor, evidently, had any meaningful 
attempt been made to evaluate the overall fraud and abuse problem.13 

Even when information was-or should have been-readily avail
able, it was sometimes subject to lengthy delay in being provided to 
Congressional committees requesting it because of H EW's "clearance" 
processes. For example, a four-pa_ge report repeatedly requested by 
the subcommittee was not provided for more than 11 months, for rea
sons even the Under Secretary could not explain.1

• Moreover, on at 
least one occasion, admittedly inaccurate information was provided 
to a Congressional committee concerning the adequacy of HEW's in
vestigative resources.16 

Inadequate re8ourcea.-The subcommittee found that HEW's inves
tigative resources were ridiculously inadequate. Although HEW had 
more than 129,000 full-time employees, its central investigative unit 
had only 10 investi~tors, with a 10-year backlog of uninvestigated 
cases. Only one individual was assigned to guard against fraud and 
abuse in the Medicaid program, which accounted for nearly $7 billion 
in Federal expenditures alone during fiscal year 1975.16 

•• Report , pp, 8-9, 27--.30. 
11 Report pp. 8-9. 21-22. 
a 1976 Hearings, pp. 47-48, 81- 99. 
11 Report pp. 8, 1ti-16. 
"1975 Hearings, pp. 2-3, 379; 1976 hearings, pp. 24-211, 11.11. 
"Report, p. 36 ; 1976 bearings, p. 38. 
1t Report, pp. 9-10, 34-311. 
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Testimony on the HEW appropriation for 1977 indicates that the 
Department's J.Udit manpower falls about 500 man-years short of meet
ing its workl<ii.d requirements.17 

The subcommittee found that H EW, at least partially because af 
its fragmented organizational st ructure, had failed to make effective 
use of the limited resources it had.18 

Failure to take prompt cor;ectf:ve ~tion.-The subcommittee fo~ 
that even when serious defiCienCies did become known to responsible 
HEW officials, corrective action was sometimes not taken unti~ literally 
years alter, if taken at all. For example, althQ~Jgh HEW offiCials testi
fied that much progra.m at:fse comes back because of badly design~d 
legislation, the Department w~s. u~~~;ble to fuld a sm~le ~stance m 
which it had clearly taken the I:Q;ttaitlve to call such a situation to the 
attention of the appropriate Co~ssiona:l committees.19 

• • 

The subcommittee found evidence of mexcusable delays m taking 
cleariy needed administrative remedial action. During May 1~75, f~r 
example, its investigation disclosed th~t two sepa~ate sets of m':eBt:I
gators looking into fraud and abuse m the Medicare and Medicaid 
programs 'Yere. not allowed to tell each othe~ whic~?- providers they 
were investigatmg, even though the same providers might be suspected 
of fraud. under both programs. Despite assurances of prompt corrective 
action hearinss in May 1976-more than a year later.-<hsclosed that 
HEW' regulations still did not permit such exchange of information. 20 

The HEW Audit Agency, as a result of its audits, makes many rec
ommendations for badly needed improvements in HEW procedures. 
However, program officials often fail to take timely action to implement 
such recommendations. At the end of 1975, according to testimony at 
subcommittee hearings, there were 490 outstanding audit reports on 
which timely action had not been taken. 21 

EFFECT OF H.R. 111390. 

In its J anuary 1976 report, the Oomniittee on Government Opera
tions unanimously recommended that action be taken to place overall 
res:aonsibility for coordination and leadership of H EW auditing and 
inv~tigative activities in a single individual with no program respon
sibilities who would report directly to the Secretary. The committee 
further recommended that this offi~ial should be held directly respon
sible for informing the Secretary of serious problems discl~d by 
audits and investigations and of the progress or lack of progress m cor
recting such problems. 22 

H.R. 15390 would accomplish this objective by providi~ for a high
level official with no program responsibilit ies, reporting directly to the 
Secretary, who would be responsible for giving undivided attention 
to the preventioaand detection of fraud and abuse and the promotion 
of economy and efficiency in HEW's programs and operations. 

1T Hearings before a subcommittee of tbe Committee on Appropriations, House of Repre
sentatives, Depar tment s of Labor, Health, Education, and Welfare Appropriations for 
I977"" Part 6, p. SM. 

a Heport, pp. 9 3tl-37. 
"Report pp. 10,40 ; 1976 Hearings , Pll· 49-110.~.,63. 
"" 19711 Hea r ings, pp. 113-116, 17li-177; 1976 Hearlnp ,.pp. 60-111 • 
., 1976 Heartnr · p. 11. 
21 Report , p. 1 . 
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H.R. 15390 would significantly improve HEW's organizational 
structure by establishing a central unit to provide leadership for and 
coordinate activities relating to the prevention and detection of fraud 
and program abuse and the promotion of economy and efficiency. 
While only the Audit Agency and the Office of Investigations would 
initially be transferred to the new Office of Inspector General, addi
tional units and functions could be transferred by the Secretary where 
appropriate. In order to promote objectivy and prevent possible con
flicts of interest, no program operating responsibilities could be as
signed to the Office. 

H.R. 15390 would substantially increase the likelihood that informa
tion needed by both the Secretary and Congress for effective action 
against fraud and abuse will be av-ailable to them on a timely basis. 
The new Office of Inspector General would serve as a central source 
of data concerning fraud and abuse. Immediate reports to the Secre
tary and Congress would be required whenever the Office of Inspector 
General becomes aware of particularly serious or flagrant problems, 
abuses, or deficiencies. The Inspector General would also be required 
to inform the Secretary a:nd appropriate congressional committees 
when adequate progress is not being made on significant recommenda
tions for corrective action. Lengthy delays in furnishing information 
due to HEW "clearance" procedures would be eliminated by requir
ing that reports of the Inspector General be submitted without such 
cleamnce. 

While H.R. 15390 would have no direct effect on the level of resources 
available to promote economy and efficiency and prevent and detect 
fraud and program abuse, it would help to achieve more effective use 
of such resources through better coordination and the elimination of 
duplication. It also provides for Congress to be informed without del!Q.y 
in the event resources being requested are considered by the Inspector 
General to be seriously inadequate. . 

H.R. 15390 would help secure more effective and timely corrective 
action by requiring that the Inspector General not only make recom
mendations for such action, but also keep the Secretary and the Con
gress jnformed about progress or lack of progress in implementing 
them. Moreover, through direct access to the Secretary and other 
means, the Inspector General would be in a position to help expedite 
the implementation of urgently needed corrective action. 

COMMI'ITEE VOTE 

H.R. 15390 was reported by the Committee on Government Opera-
tions by a unanimous vote, with a quorum present. · 

SEOTION-BY-SECTION ANALYSIS OF H.R. 15390, AS AMENDED 

Set?tion .1 of the bill establishes an Offi~e of Inspector General and 
describes 1ts broad purpose as the creatiOn of •an independent and 
objective unit-

(1) to conduct and supervise audits and investigations relating to 
programs and operations of the Department of Health, Education 
and Welfare; ' 

(2) ~provide .leadership and coordination and recommend policies 
for actxV1ties desxgned (A) to promote economy and efficiency in the 

"' 
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administration of, and (B) ,to prevent and detect fraud and abuse in, 
such programs and operations; and 

(3) to .provide a means for keeping the Secretary and the Congress 
fully Wld currently informed about problems and deficiencies relating 
to the administration of such programs and operations and the neces
sity for ·and progress of corrective action. 

Section 2 (a) provides for the appointment of an Inspector General 
by the President, by and with the advice and consent of the Senate, 
solely on the basis of integrity and demonstrated ability and without 
regard to political affiliatiOn. The Inspector General is ·to report, to 
and be under the general supervision of the Secretary or, to the extent 
such authority is delegated, the Under Secretary, but shall not. be 
under the control of, or subJect to supervision by, any other officer of 
the Department. · · · 

SectiOn 2 (b) provides for a Deputy Inspector General, appointed 
in the same ~eras the ~_pecto~ General, who is to assist the In
spector General m the admmistratwn of the Office and serve as In
spector. General during a vacancy or the absence or temporary inca
pacity of the Inspector General. 

Section 2 (c) provides that the Inspector General or the Deputy may 
be removed from office by the President; in the event of any such 
removal, the President shall communicate the reasons to both Houses 
of the Congress. 

Section 2 (d) makes clear that the Inspector Ge~eral and the Deputy 
are subject to restrictions aga.inst partisan political activity appli
cable to civil service employees, even though not actually civil service 
employees.. . 

Section 2 (e) provides for appointment of Assistant Inspectors Gen
eral for Auditing and for Investigations. These officials would be civil 
service employees and would be responsible for supervising perform
ance of the duties currently being carried out by the Audit Agency 
and the Office of Investigations. These units would be transferred to 
the new Office of Inspector General, and it is likely that the persons 
now serving as directors of the units would become Assistant In-

. spectors General. 
Section 3{a) assigns to the Inspector General :primary responsibil

ity for auditing and investigative activities relatmg to programs and 
operations of the Department and for other activities carried out or 
financed by the Department for the purpose of promoting economy 
and efficiency or preventing and detecting fraud and abuse. 

In addition to establishing policies for and conducting activities of 
this type which are under the direct control of the Office of Inspector 
General, the Inspector General would have responsibility for recom
mending policies for and coordinating activities of this type being 
carried out by other Departmental units. 

The Inspector General would have similar direct or indirect respon
sibilities regarding relationships between HEW and other Federal, 
State or local governmental agencies, and nongovernmental entities 
involving promotion of economy and efficiency, prevention and detec
tion of fraud and abuse, and the identification and prosecution of par
ticipants in fraud and abuse. The Inspector General would not con· 
duct prosecutions or decide whether prosecutions should or should not 
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be conducted, but would undoubtedly provide assistance to officials 
charged with responsibility for prosecuting such cases. 

The Inspector General is further charged with responsi?ility for 
keeping the S~retary and the Congress fully ~d ~urrently mformed 
concerning serious problems, abuses and defiCienCies rela~g to pro
grams and operations of ~he Department, for r:oo?mmendmg oorrec~ 
tive action, and for reportmg on progress made m 1mplementmg such 
corrective action. 

Section 3 (b) provides specific authority for the Inspector General 
to approve or disapprove the use of outside auditors or to take other 
appropriate steps to insure the competence and independence of such 
auditors. 

Section 3 (.c) directs the Inspector General to give paryicuJar ~g~rd 
to activities of the Comptroller General in order to avoid duplicatiOn 
and insure effective coordination and cooperation. 

Section 4 (a) provides for an annual report to the Secretary a~d t~e 
Congress describing significant pr.oblems, abuses. a:n~ deficienCies m 
HEW operations and prow.:ams disclosed by actn:Ities o~ the Office, 
together with recommendatiOns made for corrective action, and an 
evaluation of the progress made in implementing such recommenda
tions. 

Section 4(b) provides for a quarterly report to the Secretary ~nd 
appropriate committees or subcommittees of the Congress identlfymg 
significant recommendations for corrective action on which adequate 
progress is not being made. 

It is intended that this report be limited to recommendations which 
the Inspector General regards as particularly important, rather t~an 
constituting a listing of all outstanding recommendations on which 
timely action has not been taken. 

Section 4 (c) provides for an immediate report to the Secretary and 
the appropriate committees or subcommittees of the Congress when
ever the Office becomes aware of particularly serious or flagrant pro~ 
lems, abuses, or deficiencies in Department. programs and operations. 
The Deputy and Assistant Inspectors General are charged with par
ticular responsibility for informing the Inspector General of such 
problems, abuses, or deficiencies. 

This subsection would not require the Inspector General to report on 
every investigation, but is designed to insure that the Secretary and 
the Congress are promptly informed of developing problem areas. 

Section 4(d) provides that the Inspector General may make such 
additional investigations and reports relating to the administration 
of the programs and operations of the Department as are, in the judg
ment of the Inspector General, necessary or desirable. The purpose of 
this language is to insure that no restrictions are placed upon the In
spector General's freedom to investigate fraud, program abuse and 
other problems relating to HEW activities. 

Section 4( d) also provides for the Inspector General to provide in
formation or documents requested by Congress or congressional com
mittees. The purpose of this language is merely to emphasize that in
formation or documents available to the Inspector General are to be 
provided on request; it is not intended to imply that the Inspector Gen-
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eral is required to conduct studies or investigations at the request of 
congressional committes. The Inspector General would not, of course, 
be prohibited from making requested studies or investigations on a 
voluntary basis. · · 

Section 4(e) provides for required reports. or info~mation .to be 
transmitted to the Secretary and Congress or 1ts committees without 
further clearance or approval. The purpose of this section is to elimi
nate lengthy delays in furnishing mformation due to HEW "clear
ance" procedures. Copies of annual and quarterly reports wpuld, 
insofar as practicable, be submitted by the Inspector General to the 
Secretary sufficiently in advance of the due date for submission to 
Congress to provide a reasonable opportunity for comments of the 
Secretary to be appended to the reports when submitted to Congress. 

Section 5(a) (1) makes clear that the Inspector General is to have 
access to all records, documents, etc., available to HEW which relate 
to programs and operations with respect to which the Office has 
responsibilities. 

Section 5(a) (2) authorizes the Inspector General to request neces
sary information or assistance from any Federal, State, or local gov
ernmental agency or unit thereof. 

Section 5(a) (3) provides subpoena authority for the Inspector Gen
eral when necessary to carry out provisions of H.R.l5390. 

Section 5 (a) ( 4) makes clear that the Inspector General is to have 
direct and prompt access to the Secretary when· necessary in carrying 
out the duties of the Office. 

Section 5(a) (5) requires the Inspector General to inform the Con
gress without delay in the event the budget request for the Office of 
Inspector General is requced, before submission to Congress, to an 
extent considered· seriously detrimental to the adequate performance 
of the responsibilities of the Office. 

Section 5(tt) (6) authorizes employment of personnel. 
Section 5(a) (7) authorizes employment of experts and consultants. 
Section 5(a) (8) authorizes contractual arrangements :for audits, 

studies and other services necessary to carry out the provisions of 
H.R.l5390 .. 

Section 5 (b) provides for Federal agencies to furnish information 
or assistance requested by the Inspector General, insofar as is prac
ticable and not in contravention of any existing statutory restriction 
or applicable regulations of the agency concerned. 

This section also provides for the Inspector General to report the 
circumstances to the Secretary and appropriate congressional commit
tees in the event requested assistance, is in the judgment of the Inspec
tor General,.unreasonably refused. 

The section provides further for the Inspector General to receive 
the same treatment under the Privacy Act as the Comptroller Gen
eral, in the event any requested information is not already available 
under existing provisions of that Act. 

Section 5 (c) provides for the Secretary to furnish the Office of 
Inspector General with suitable office space and supporting services. 

Section 5(d) provides that the Inspector General is tobe compen
sated at the rate provided for level IV of the Executive Schedule 
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(which is the rate applicable to HEW Assistant Secretaries) and for 
the Deputy to be compensated at the rate applicable to Level V. 

Section 6(a) transfers the functions, powers and duties of· the 
present Audit Agency and Office of Investigations to the Office of In
SJ?e:ctor General. It also l?rovides that. the Secretary may transfer ad
ditiOnal offices or agencies, or functiOns, powers or duties thereof, 
where appropriate and with the consent of the Inspector General. In 
order to insure that the independence and objectivity of the Office is 
not compromised, transfer of program operating responsibilities to 
the Office would be prohibited. · 

Subsections (b) through (d) of Section 6 contain technical provi
sions relating to the transfer of the Audit Agency and the Office of 
Investigations, including provisions designed to prevent unintended 
adverse effects on the personnel involved. 

Section 7 contains definitions of terms used in H.R. 15390. 

COST ESTIMATE 

H.R. 15390 does not provide any new budget authority; its costs 
would be financed from existing and future appropriations for the 
Department of Health, Education, and Welfare. Most costs of the 
Office of Inspector General in the immediate future will be attrib
u.table to auditing and investigative activities which would be car
ried out whether or not the Office of Inspector General is established. 
H:R. 15390 does create two new positions and additional personnel 
will undoubtedly be required in the future. However, it is anticipated 
that any expenditures for these purposes will be offset many times over 
through savings and recoveries attributable to establishment of the 
Office. 
. The committee's cost es~imate is consistent with that of the Congres

SIOnal Budget Office, whiCh appears below. No other cost estimates 
were received from any Federal agency. 

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE, SEPTFMBER 10, 1976 

The cost estimate from the Congressional Budget Office follows: 

Hon. JACK BRooKs, 

CoNGREss oF THE UNITED STATEs, 
CoNGRESSIONAL BUDGET OFFICE, 

Washington, D.O., September 10, 1978. 

Chairman, Committee on Government Operations, 
Washington, D.O. 

DEAR MR. CHAIRMAN : Pursuant to Section 403 of the Congressional 
Budget Act of 1974, the Congressional Budget Office has reviewed 
H.R. 15390, a bill to establish an Office of Inspector General within the 
Department of Health, Education, and Welfare, and for other 
purposes. · 

The intent of the legislation is to utilize existing departmental re
sources for the Office of Inspector General. To that end, the functions, 
powers, and duties of the HEW Audit Agency and Office of Investi-

.. 
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gations within HEW are to be transferred to the Office of Inspector 
GeneraL. F~nally, the existing and future departmental management 
appropnat10ns are to be used for the salary of the Inspector General 
and his deputy. 

B~c;ause of the utilization of existing resources, it appears that no 
additiOnal costs to the government would be incurred as a result of 
enactment of this bill. 

Sincerely, 
ALicE M. RIVLIN, Director. 

INFLATIONARY IMPACT 

SinC:S th~ enactme~t of H.R. 15390 would.~ expected to result in a 
reduction m expenditures, rather than additional net costs it would 
hav_e no inflationary impact on prices and costs in the operation of the 
natwnal economy. 

OVERSIGHT FINDINGS AND RECOMMENDATIONS 

Findings, Conclusions and Recommendations from the committee's 
oversight report (House R-eport 94-786, January 26, 1976) follow: 



12 

FINDINGS AND CONC.I~USIONS 
~e find~gs and conclusions in this report are based on an oompre· 

hens1ve review by the subcommittee of procedures and resources used 
iby the Department of ~~lth, Education, "!'n~ W ~lfa~ to prevent and 
~etect fraud an.d abuse m 1~ programs. This mqmry IS contmuing and 
1s ex~ected to mclude consideration, early this year, of legislation to 
establish an Office of Inspector General for the Department. 

On. August 6, 1975, after completion of the hearings which provided 
the documentary base for this report, ·the subcommittee chairman 
w~ote ~EW Secretary Mathews to alert him to the serious problem 
bemg ~1scl~d by .t~e. subcommittee investigation and to urge that 
correc~1ve actiOn be rmtlated as soon as possible. 
. yvhlle no formal reply to the .A.~ 6 letter has yet been received, 
It IS known that HEW is taking actions related to matters discussed in 

·the letter • .A. copy of the letter is in the Appendix to this report. 
.On the basis of the subcommittee investigation to this date, the Com

'lnnttee reached the following specific findings a.nd conclusions: 
1. The Department of Irea:fth, Education, and Welfare eurrent]ly is 

resp()nsible for about 300 separate programs involving expenditures 
in excess of $118 billion annually-more than one-third of the entire 
Federal budget. Because of the ma~itude and complexity of its actiVi
ties, aggravated in many instances by lack of direct control over ex
penditures, HEW's operations present'an unparalleled danger of enor
mous loss through fraud and program abuse. 

2. HEW offimals responsible for prevention and detection of fraud 
and abuse have little reliable information concerning the extent of 
losses from such activities. 

There is no central source of data concerning fraud and abuse nor, 
evidently, has a.ny meanindul attempt been made to evaluate the over
all extent of the fraud and abuse ·problem. Statistics which are avail
able are often incomplete and Ul1reliable. 

HEW officials were unable to provide such basic information as an 
accurate count of the number of HEW programs until more than five 
months after the information was initially requested. During this pe
riod, at least four different figures on the number of HEW programs 
were supplied to Congressional committees, ranging from a low of 250 
to as ma.ny as 320. . 

Without adequate infomnation, neither HEW officials nor Congress 
can accurately measure either the need for or the effectiveness of 
action to prevent and detect fraud 'and program abuse, nor can priori
ties for use of available resources be determined on a rational basis. 

3. Fraud and abuse in HEW programs are undoubtedly respons~ 
for the loss of many millions of dollars each year. The committee has 
not attempted to name a specific figure at this time because HEW 
officials could not provide information on which a reliable estilaate of 
such losses could be based. · . 

4. HEW units charged with responsibility for prevention and detec-

;; 
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tion of fraud and program abuse are not organized in a coherent pat
tern desi~ed to meet the overall needs of the Department. 

There 1s no central unit with the overall authority, responsibilit;r 
and resources necessary to insure effective action against fraud and 
abuse. Under its charter, the Office of Investigations and Security has 
departmentwide responsibility for leadership, policy direction, plan
ning, coordination and management of investigations. However, its 
autliority over operations of the Social Security Administration has 
been effectively nullified as the result of agreement made by non-OIS 
officials; moreover, OIS could not possibly carry out it assigned respon
sibilities with the hopelessly inadequate resources it now has. 

Fraud and abuse units other than OIS and the Audit Agencies are 
scattered throughout HEW in a haphazard, fragmented and often 
confusing patter.n. Some major programs have no fraud and abuse 
unit, while other units exist mostly on paper. Some units have no per
sonnel in field offices; in other instances, field personnel are not sub
ject to the direction and control of the unit's headquarters. Personnel 
of most units work exclusively and continuously on a single program, 
and are not available to help correet more serious problems elsewhere. 

5. Personnel of most HEW fraud and abuse units lack independence 
and are subject to potential conflicts ,of interest because they report to 
officials w'ho are directly responsible for managing the programs the 
unit is investigating. Under these circumstances, employees may be 
inhibited in making an honest and thorough report that could em-
barrass their superiors. · 

The independence of the Office of Investigations is restricted in an
other way. Under current arrangements, OIS may not initiate any 
investigation without specific approval of the Secretary or Under 
Secretary. In addition to the obvious restriction on the independence 
of OIS, this procedure creates an unnecessary burden for the Secre
tary or Under Secretary and places them in the undesirable position of 
having to decide personally whether or not suspected irregularities 
are to .be investigated . .A.ny safeguards necessary to insure that inap-

. propriate investigations are not conducted should be imposed through 
carefully adopted procedures and guidelines, rather than individual 
decisions by the Secretary or Under Secretary. 

6. Under current organizational -arrangements, there is little assur
ance that the Secretary will be kept informed of serious fraud and 
abuse problems;.. or that action necessary to correct such problems will 
be taken. The uiS charter does not provide for guaranteed access to 
the Secretary or Under Secretary. Most other fraud and abuse units 
report to program officials, usually at a relatively low level. Since those 
receiving reports of fraud and abuse problems are likely to be respon
sible for the programs involved, there may be little incentive for such 
officials either to call problems to the attention of the Secretary or to 
initiate prompt a.nd aggressive corrective action which could result in 
public laundering of their own dirty linen. 

7. Resources devoted by HEW to prevention and detection of fraud 
and program abuse are ridiculously inadeqmtie. Although HEW has 
more than 12t;600 full-time employees, the Office of Investigations and 
Security has had &nly ten investigators . 

.A.t least partially because of Its fragmented organizational struc
ture, HEW has failed to make effective use of the resources it has • .A.s a 
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r,esult, OIS ~as a ~nr year. backlog of uninvestigated cases; at the same 
time, the 1~ !nvestigators m ~he SSA I~vestigations Branch have been 
so underutihzed that the unit has no significant backlog and has left 
8 illvestigative positions unfilled. 

Mthough ~he _total number of persons reported assigned to fraud 
and abuse ll;IDts IS about 300, more than 180 of them work exclusively 
.on the Med1care program, and most of the remaillder are assigned to 
other. pr~grams of the Social Security Admiuistration. Individuals 
wor~ng m 01'8 and the SSA Investigations Branch are qualified ill
vesti~ators, but personnel assigned to other units may have no sub
stantial investigative trainillg or experience. 

8. There ~;tre serious defi~iencies in the procedures used by HEW for 
·the preventiOn and detect~on of.fraud and program abuse. Until re
cently, HE!f' h!ld not adVl~ emplo1ees of the Department that they 
had an obligation _to call mform~;ttwn in~icatillg possible .fraud or 
abuse to the !l-ttent1?n of appropriate officials. Moreover there is no. 
departl!lentw1de pohcy for or centralized supervision of' the referral 
of possible fraud cases for prosecution. 

The subcommittee's investigation disclosed instances in which it 
took as long as five years or more for HEW to take corrective action 
after defic~encies ill its regulations became known. Part of the blame
can be attnbuted to cumbersome procedures for changing regulations· 
however, some delays were so lengthy as to indicate the almost total 
lack of any sense of urgency. 
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RECOl!MENDATIONS 

The committee recommends that the Secretary of Health, Education, 
and tVelfare carefully review this report with a view to taking cor
rective action concerning the deficiencies disclosed herein. Specific rec
ommendations follow : 

1. It is expected that the subcommittee will give further attention to 
deficiencies in the organizational structure of HEtV fraud and abuse 
units early next year in connection with its consideration of legislation 
to establish an Office of Inspector General for the Department of 
Health, Education, and tVelfare. In the meantime, the committee 
recommends that the Secretary take appropriate steps to place the 
HEW Audit Agency, the Office of Investigations and Security, and 
the SSA Investigations Branch under the overall direction of a single 
official who reports directly to the Secretary and has no program re
sponsibilities. To the extent feasible, other HEW investigative person
nel should be included ill this organizational arrangement. 

Such action could be taken without affecting the status of OIS and 
the Audit Agency as separate units, nor would it require reassignment 
of personnel to work on different programs. However, it would place 
overall responsibility for coordination and leadership of auditing and 
investigative activities in a single illdividual reporting directly to the 
Secretary. This official should be held directly responsible for mform
ing the Secretary of serious problems disclosed by audits and investi
gations and of the progress or lack of progress in correcting such 
problems. . 

2. The committee recommends that the Secretary immediately dis
continue the requirement that OIS obtaill prior clearance from the Sec
retary or Under Secretary before initiating investigations. 

3. The committee recommends that the Secretary initiate an imme
diate review of HEtV fraud and abuse problems and the personnel 
and resources being used to combat such problems. This review should 
include an effort to determine: 

(a) The nature and magnitude of fraud and abuse problems 
confronting HEW and the extent, to which prompt and effective 
action is or is not being taken to correct them; 

(b) The extent and nature of resources presently available to 
HEW which might be effectively used for the prevention and 
detection of fraud and program abuse ; 

( o) The extent to whiCh additional resources are needed, taking 
into account any improvements which can be made through more 
efficient use, organization or reassignment of available personnel; 
and · 

(it) The manner in which responsibility for combating fraud 
and abuse is presently allocated oetween HEW and State govern
ments and the effectiveness of such arrangements .. 

The committee requests that the Secretary provide it with a report 
on the results of this review as soon as feasible. 
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4. The committee recommends that the Secretary take prompt action 
to correct procedural deficiencies discussed in this report. In particular, 
the committee recommends that the strongest possible action be taken 
to insure that serious deficiencies known to exist in program regulations 
are corrected promptly. 

.. 
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LETTER FRo~ HoN. L. H. FoUNTAIN TO HoN. F. DAVID MATHEWS 

CoNGREss oF THE UNITED STATES, 
HousE OF REPRESENTATIVES, 

Washington, D.O., AugUBt 6,1975. 
Hon. F. DAVID MATHEwS, · 
Secreta'l"!f-Designate, Department of Health, Edtwation, and Welfare,. 

Washington, D.O. 
DEAR ::MR. SECRETARY! As I indicated in my letter of August 5, I am 

writing- to call to your attention some specific problems in HEW's 
operatiOns which appear to me to call for urgent remedial action. 

As you may know, the Intergovernmental Relations and Human 
Resources Subcommittee is reviewing the resources and procedures 
utilized by the Department of Health, Education, and Welfare to pre
vent and detect fraud and abuse in its programs. In connection with 
'this inqniry, the subcommittee requested background information in 
March of this year and held public hearings in April, May and ,Tune. 

A formal rei>ort on the subcommittee's continuing investigation is 
now being prepared and is expected to be ready in the near :future. It 
is also my expectation that the subcommittee will give consideration 
in the near future to the establishment of a statutory Office of Inspector 
General for the Department of Health, Education, ·and Welfare. 

The report now being prepared will contain a detailed account of 
the subcOmmittee's findings, conclusions and recommend-ations. How
ever, in view of very serious deficiencies disclosed by the subcommit
tee's investigation, I thought it advisable to write to you in advance 
of the report to urge that corrective action be initiated as soon as. 
possible. 

Since the subcommittee's report has not yoc been completed, it would 
be inappropriate for me to try to speak for other member!!! of the sub
committee at this time. However, in my judgment, the subcommittee's 
investigation clearly disclosed that : 

1. Fraud and abuse in HEW programs are causing enormous losses 
and greatly reducing the effectiveness of HEW programs. Resources 
used to combat fraud and abuse are so inadequate and disorganized 
that HEW officials have little or no reliable information concerning· 
the actual amount of such losses. 

2. According to its charter as published in the Federal Register, 
the Office of Investigations and Security has departmentwide responsi-. 
bility and authority for policy direction, planning, coordination and 
management of investigations. However, HEvV has not complied with 
this stated policy. Instead, there evidently is an unwritten a~eement 
that OIS shall t~tke no part in investigative matters involving the.. 
Social Seeurity Administration, even though SSA programs account. 
for more than 80% of all HEW expenditures . 
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3. The Office of Inve..stigations and Security is responsible for re
porting directly to the Secretary on fraud and abuse in HEW pro
grams. However, even though HE'V programs involve more than 
129,000 employees and expenditure of $118 billion annuallv, OIS 
has only 10 investigators to investigate allegations of fraud. Five of 
HEW':;; ten regional offices do not have a single professional investiga
tor assigned. When the subcommittee began its hearings in April, OIS 
had a four-year ~acklog of uninvestigated cases; that backlog has now 
grown to approx-Imately ten years. 

4. There are thirteen additional professional investigators working 
for. HEW, who do not report to the Secretary. These investigators are 
ass1gned to the Investigations Branch of the Social Security Admin
istration's Office of Administration, and work only on cases referred 
to them by SSA program units. These investigators currently ha• 
'1W backlog-primarily because very few cases are being referred to 
them. 

5. There l'!r~ also a number of quasi-investigative units which report 
to the admm1strators of some HEW programs. These units do not 
report to the Secretary, and apparently were established on an indi
vidual basis rather than as part of a coherent and coordinated overall 
plan to help provide the Secretary with information needed to combat 
fraud and abuse in HEW programs. There has been little or no coordi
nation between units working on such closely related programs as 
Medicare and Medicaid. 

The subcommittee's report will undoubtedly go into considerably 
more detail, but I am sure the above points are more than sufficient 
to illustrate the basis for my concern. · 

Pending issuance of the subcommittee's report, I want to urge that 
you give immediate personal attention to strengthening the procedures 
and resources used by HEW to prevent and detect fraud and program 
abuse, and to suggest specifically that: 

1. Immediate action be taken to make the SSA Investigations 
Branch a part of OIS, thereby bringing HEW's investigative opera
tions into compliance with the Departmel).t's stated policy. This would 
also make presently underutilized investigative resources available 
to meet the pressing needs of the Department. 

2. An immediate review be made of personnel and resources being 
utilized for the prevention and detection of fraud and program abuse 
with a view to evaluating Departmental needs and available resources, 
and taking appropriate action to insure a high degree of coopera
tion and coordination among auditors, investigators and program 
managers. 

3. Immediate action be taken to assign at least one qualified investi
gator to each regional office; if necessary, this could be accomplished 
by transferring qualified investigators from program units to OIS. 

I hope these comments and suggestions will be helpful to you. If 
you would like any additional information concerning any of the 
matters discussed above, please feel free to have the appropriate mem
ber of your staff contact the subcom.mittee Counsel, Mr. Naughton. 

Best _personal regards. 
Sincerely. 

L. H. FouNTAIN, Ohai1"fnan. 

"' 

SUPPLEMENTAL VIEWS OF 
HON. BENJAMIN S. ROSENTHAL 

I applaud the actions of the committee in reporting out this bill. 
In the 18 months which have elapsed since I introduced the original 
measure, evidence of mismanagement, fraud and abuse in HEW has 
swelled. In some programs, improper or illegal expenditures may now 
account for half of the total dollars consumed. 

The root of the problem is the federal government's deferral of its 
investigatory and oversight responsibilities to the states. · 

The federal student loan program is an example of activity crippled 
by fraud, mismanagement and/or abuse. The HEW Office of Guaran
teed Student Loans, with a total of $3.3 billion in federally insured 
loans, experienced an 18% default rate in fiscal year 19'75 a figure 
which is expected to have grown to 20% in fiscal 19'76. ' 

. I~ is not surprising that HEW cannot _monitor effectively its multi
bllhon doll_ar ~udget. T~e Office of Investigations and Security ( OIS), 
HEW's prmc1pal overs1ght y, has 24 investigators and a 10-year 
backlog of c~s to monitor W's $140 billion budget. This small 
staff must pohce the performance of 129,000 HEW employees in their 
management of over 300 complex government programs that directly 
or indirectly affect the daily lives of tens of millions of Americans. 
. ~EW has.sought to cope wit~ the huge potential for abuse by en

hstmg the aid of the states. This cooperation must continue but the 
evide~ce is overwhelming that it is no substitute for vigorous federal 
oversight. Many states do not have the resources or the experience to 
cope with the multitude of sophisticated schemes and devices used to 
evade the law. Moreover, there are many investigatory techniques, such 
as w:ider use of computer audits, which can only be undertaken eco
~omiCally at ~he federal level.. Many fraudulent operations cross state 
h~es or duphcate themselves m many areas of the country. A nation
wide approach and perspective in meeting these challenges is essential 

There is a direct correlation between increased federal enforcement 
efforts and the detection of fraud. The 100 cases pending before the 
OIS offer a potential savings or recovery of $20 million. In addition 
70% of the state prosecutions for Medicaid fraud have been conducted 
by California, which has a staff of '74, the largest Medicaid investi
g-atory staff in the country. California's achievements in this area are 
~n sha;rp ~ontrast with those of the twenty-one states which have no 
mvestigat10ns staff, and consequently, are totally inactive in fraud 
and abuse detection. 

I am an ardent supporter of our nation's social service programs. 
For this reason I feel even more strongly that every effort must be 
made to nd these programs of the waste and fraud which deprives the 
needy and deserving of billions of dollars a year in intended support. 

As a member of t~i~ commi~tee, I have recognized th3;t governmental 
structure plays a cr1tleal role m the formulation of pohcy. I am afraid 

(19) 
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that the investiP,tory framework ·at HEW is timeworn, rusty and 
inadequate and IS inappropriate to the function it i$ asked to perform. 

The legislation approved by this committee would provide HEW 
with the tools essential to the exercise of its oversight responsibilities. 
The Ins~tor General would be a;ppointed for a 10-year term by 
the President with the ad vice and consent of the Senate. He would 
have the power to subpoena persons, records and documents. This 
authority, which is indispensable for an adequate investigatory agency, 
is not presently enjoyed by HEW investigators. 

The usefulness of inspectors general has been confirmed by the 
GAO. A recent GAO report found that inspectors general are integral 
to the economic efficiency of the agencies which they serve. 

Some question has been raised about vesting the HEW Inspector 
General with subpoena power. This is the only way to insure complete 
access to information. Many federal re~tory agencies, including 
the SEC, FTC and FCC, have this riglit. Without it, an inspector 
general's office is forced to rely on the information which those being 
investi~ated want him to have. This precludes any effective evidence
gathermg and undermines the office from its inception. 

The organizational placement of the Inspector General's Office is 
also important: As recognized by a GAO review of the activities of 
the Agriculture Department Office of Inspector General, an effective 
inspector general must be independent of the officials directly responsi- . 
ble for the operations he reviews. This insures the inspector general 
maximum independence and permits objectivity and impartiality in 
his oversight of departmental activities. 

The credibility of the federal government is severely threate,aed by 
the w:oss mismanagement of our social welfare programs. Tms bill 
provides HEW with the tools necessary to restore some of this lost 
confidence. 

BENJAMIN s. RosENTHAL. 

0 
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JlintQtfourth Q:ongress of tht ilnittd ~tatts of 2lmcrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the nineteenth day of January, 
one thousand nine hundred and seventy-six 

£In £let 
To authorize conveyance of the interests of the United States in certain lands 

in Salt Lake County, Utah, to Shriners' Hospitals for Crippled Children, a 
Colorado corporation. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Admin
istrator of General Services is authorized, subject to section 2 of this 
Act, to convey to the Shriners' Hospitals for Crippled Children, a 
Colorado corporation, without consideration, all right, title, and inter
est remaining in the United States in and to the following described 
land, being a portion of the tract conveyed to Shriners' Hospitals for 
Crippled Children by deed of July 12, 1946, pursuant to the Act 
entitled "An Act to authorize the Secretary of War to convey cer·· 
tain lands situated within the Fort Douglas Military Reservation to 
the Shriners' Hospitals for Crippled Children", approved March 14, 
1946 ( 60 Stat. 55) : 

Beginning at a point north 0 degrees 01 minutes 57 seconds west 
42.07 feet and south 75 degrees 09 minutes 12 seconds east 34.14 
feet from a Salt Lake City monument at the intersection of 
Eleventh Avenue and Virginia Street, such point being further 
described as north 529.37 feet and east 268.85 feet from the south
west corner of the northwest quarter of section 33, township 1 
north, range 1 east, Salt Lake base and meridian ; running thence 
south 0 degrees 01 minutes 57 seconds east 30.76 feet; thence 
south 87 degrees 50 minutes 03 seconds east 135.45 feet; thence 
north 75 degrees 09 minutes 12 seconds west 140.04 feet to the 
point of beginning. 

SEc. 2. (a) The conveyance to be made under this Act shall be subject 
to the condition that the transferee, the Shriners' Hospitals for Crip
pled Children, shall reconvey or dedicate the land specifically described 
in the first section of this Act to Salt Lake County, Utah, for street 
construction purposes. 

(b) The costs of any surveys necessary as an incident to the con
veyance authorized by this Act shall be borne by the Shriners' 
Hospitals for Crippled Children. 

TITLE II-OFFICE OF INSPECTOR GENERAL 

SEc. 201. In order to create an independent and objective unit-
(1) to conduct and supervise audits and investigations relating 

to programs and operations of the Department of Health, Edu
cation, and Welfare; 

(2) to provide leadership and coordination and recommend 
policies for activities designed (A) to promote economy and 
efficiency in the administration of, and (B) to prevent and detect 
fraud and abuse in, such programs and operations; and 

( 3) to provide a means for keeping the Secretary and the 
Congress fully and currently informed about problems and 
deficiencies relating to the administration of such programs and 
operations and the necessity for and progress of corrective action; 

there is hereby established in the Department of Health, Education, 
and Welfare an Office of Inspector General. 

' 
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OFFICERS 

SEC. 202. (a) There shall be at the head of the Office an Inspector 
General who shall be appointed by the President, by and with the 
advice and consent of the Senate, solely on the basis of integrity and 
demonstrated ability and without regard to political affiliation. The 
Inspector General shall report to and be under the general supervision 
of the Secretary or, to the extent such authority is delegated, the 
Under Secretary, but shall not be under the control of, or subject 
to supervision by, any other officer of the Department. 

{b) There shall also be in the Office a Deputy Inspector General 
appointed by the President, by and with the advice and consent of 
the Senate, solely on the basis of integrity and demonstrated ability 
and without regard to political affiliation. The Deputy shall assist 
the Inspector General in the administration of the Office and shall, 
during the absence or temporary incapacity of the Inspector General, 
or during a vacancy in that office, act as Inspector General. 

(c) The Inspector General or the Deputy may be removed from 
office by the President. The President shall communicate the reasons 
for any such removal to both Houses of Congress. 

{d) The Inspector General and the Deputy shall each be subject 
to the provisions of subchapter III of chapter 73, title 5, United States 
Code, notwithstanding any exemption from such provisions which 
might otherwise apply. 

(e) The Inspector General shall, in accordance with applicable 
laws and regulations governing the civil service-

(1) appoint an Assistant Inspector General for Auditing who 
shall have the responsibility for supervising the performance of 
the functions, powers, and duties transferred by section 6 (a) ( 1), 
and 

(2) appoint an Assistant Insppctor General for Investiga
tions who shall have the responsibility for supervising the per
formance of the functions, powers, and duties transferred by 
section 6(a) (2). 

DUTIES AND RESPONSffiiLITIES 

SEC. 203. (a) It shall be the duty and responsibility of the Inspector 
General-

( 1) to supervise, coordinate, and provide policy direction for 
auditing and investigative activities relating to programs and 
operations of the Department; 

(2) to recommend policies for, and to conduct, supervise, or 
coordinate other actiVIties carried out or financed by the Depart
ment for the purpose of promoting economy and efficiency in the 
administration of, or preventing and detecting fraud and abuse 
in, its programs and operations; 

(3) to recommend policies for, and to conduct, supervise, or 
coordinate relationships between the Department and other Fed
eral agencies, State and local governmental agencies, and non
governmental entities with respect to (A) all matters relating to 
the promotion of economy and efficiency in the administration of, 
or the prevention and detection of fraud and abuse in, programs 
and operations administered or financed by the Department, or 
(B) the identification and prosecution of participants in such 
fraud or abuse: and 

(4) to keep the Secreta.ry and the C~ngress fully and currently 
informp,d, by means of the reports reqmred by section 4 and other-

' 
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wise, concerning fraud and other serious problems, abuses, and 
deficiencies relating to the a.dministration of programs and opera
tions administered or financed by the Department, to recommend 
corrective action concerning such problems, abuses, and deficien
cies, and to report on the progress ma.de in implementing such 
corrective action. 

(b) In carrying out the responsibilities specified in subsection 
(a) ( 1) , the Inspector General shall have authority to approve or 
disapprove the use of outside auditors or to take other appropriate 
steps to insure the competence and independence of such auditors. 

(c) In carrying out the duties and responsibilities provided by this 
Act, the Inspector General shall give particular regard to the activities 
of the Comptroller General of the United States with a view to avoid
ing duplication and insuring effective coordination and cooperation. 

(d) The Inspector General shall establish within his office an 
appropriate and adequate staff with specific responsibility for devot
ing their full time and attention to antifraud and antiabuse activities 
relaJting to the medicaid, medicare, renal disease, and maternal and 
child health programs. Such staff shall report to the Deputy. 

REPORTS 

SEc. 204. (a) The Inspector General shaH, not later than March 31 
of each year, submit a report to the Secretary and to the Congress 
summarizing the activities of the Office during the preceding calendar 
year. Such report shall include, but need not be limited to-

( 1) an indentification and description of significant problems, 
abuses, and deficiencies relating to the administration of :(lrograms 
and operations of the Department disclosed by such activities; 

(2) a description of recommenda;tions for corrective action 
made by the Office with respect to significant problems, abuses, or 
deficiencies identified and described under paragraph ( 1) ; 

(3) an evaluation of progress made in implementing r·ecom
mendations de..<Jcribed in the report or, where appropriate, in 
previous reports; and 

(4) a summary of matters referred to prosecutive authorities 
and the extent to which prosecutions and convictions have 
resulted. 

(b) The Inspector General shall make reports on a quarterly basis 
to the Secretary and to the appropriate committees or subcommittees 
of the Congress identifying any significant problems, abuses, or defi
ciencies concerning which the Office has made a recommendation for 
corrective action and on which, in the judgment of the Inspector Gen
eral, adequate progress is not being made. 

(c) The Insi?ector General shall report immediately to the Secre
tary, and withm seven calendar days thereafter to the appropriate 
committees or subcommittees of the Congress, whenever the Office 
becomes aware of particularly serious or flagrant problems, abuses, 
or deficiencies relatmg to the administration of programs and opera
tions of the Department. The Deputy and Assistant Inspectors Gen
eral shall have particular responsibility for informing the Inspector 
General of such problems, abuses, or deficiencies. 

(d) The Inspector General (A) may make such additional investi
gations and reports relating to the administration of the programs and 
operations of the Department as are, in the judgment of the Inspector 
General, necessary or desirable, and (B) shall provide such additional 
information or documents as may be requested by either House of 

' 
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Congress or, with respect to matters within their jurisdiction, by any 
committee or subcommittee thereof. 

(e) Notwithstanding any other provision of law, the reports, infor
mation, or documents required by or under this section shall be 
transmitted to the Secretary and the Congress, or committees or 
subcommittees thereof, by the Inspector General without further 
clearance or approval. The Inspector General shall, insofar as feasible, 
provide copies of the reports required under subsections (a) and (b) 
to the Secretary sufficiently in advance of the due daU: for their submis
sion to Congress to provide a reasonable opportumty for comments 
of the Secretary to be appended to the reports when submitted to 
Congress. 

AUTHORITY i ADMINISTRATION PROVISIONS 

SEc. 205. {a) In addition to the authority otherwise provided by 
this Act, the Inspector General, in carrying out the provisions of this 
Act, is authorized-

(!) to have access to all records, reports, audits, reviews, docu
ments, papers, recommendations, or other material available to 
the Department which relate to programs and operations with 
respect to which the Inspector General has responsibilities under 
this Act; 

(2) to request such information or assistance as may be neces
sary for carrying out the duties and responsibilities provided by 
this Act from any Federal, State, or local governmental agency 
or unit thereof; 

(3) to require by subpena the production of all information, 
documents, reports, answers, records, accounts, papers, and other 
data and documentary evidence necessary in the performance of 
the functions assigned by this Act, which subpena in the case 
of contumacy or refusal to obey, shall be enf()rceable by order 
of any appropriate United States district court; 

(4) to have direct and prompt access to the Secretary when 
necessary for any purpose pertaining to the performance of func
tions and responsibilities under this Act; 

( 5) in the event that a budget request for the Office of Inspec
tor General is reduced, before submission to Congress, to an 
extent which the Inspector General deems seriously detrimental 
to the adequate performance of the functions mandated by this 
Act, the Inspector General shall so inform the Congress without 
delay; 

(6) to select, appoint, and employ such officers and employees 
as may be necessary for carrying out the functions, powers, and 
duties of the Office. subject to the provisions of title 5, United 
States Code, governmg appointments in the competitive service, 
and the provisions of chapter 51 and subchapter III of chapter 
53 of such title relating to classification and General Schedule 
pay rates; 

(J) to obtain services as. authorized by section 3109 of title 5, 
Umted States Code, at dally rates not to exceed the equivalent 
rate prescribed for grade GS-18 of the General Schedule by sec
tion 5332 of title 5, United States Code; 

(8) to the extent and in such amounts as may be provided in 
advance by appropriations Acts, to enter into contracts and other 
arrangements for audits, studies, analyses, and other services 
with public agencies and with private persons, and to make such 

CORRECTED SHEE'r 
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payments as may be necessary to carry out the provisions of this 
Act. 

(b) (1) Upon request of the Inspector General for information or 
assistance under subsection (a) (2), the head of any Federal agency 
involved shall, insofar as is practicable, and not in contravention of 
any existing statutory restriction, or regulation of the Federal agency 
from which the information is requested, furnish to the Inspector 
General, or to an authorized designee, such information or assistance. 

(2) Whenever information or assistance requested under subsection 
(a) (1) or (a) (2) is, in the judgment of the Inspector General, unrea
sonab1y refused or not provided, the Inspector General shall report 
the circumf'tances to the Secretary and to the appropriate committees 
or subcommittees of the Congress without delay. 

(3) In the event any record or other information requested by the 
Inspector General under subsection (a) (1) or (a) (2) is not con
sidered to be available under the provisions of section 552a(b) (1), 
(3), or (7) of title 5, United States Code, such record or information 
shall be available to the Inspector General in the same manner and to 
the same extent it would be available to the Comptroller General. 

( c} The Secretary shall provide the Inspector General and his staff 
with appropriate and adequate office space at central and field office 
locations of the Department, to~ether with such equipment, office 
supplies, and communications facilities and services as may be neces
sary for the operation of such offices, and shall provide necessary 
mamtenance services for such offices and the equipment and facilities 
located therein. 

(d) ( 1) The Inspector General shall receive compensation at the 
rate provided for level IV of the Executive Schedule by section 5315 
of title 5, United States Code. 

(2) The Deputy shall receive compensation at the rate provided for 
level V of the Executive Schedule by section 5316 of title 5, United 
States Code. 

TRANSFER OF FUNCTIONS 

SEc. 206. (a) There are hereby transferred to the Office of Inspector 
General the functions, powers, and duties o:f-

(1) the agency of the Department referred to as the "HEW 
Audit Agency"; 

(2) the office of the Department referred to as the "Office of 
Investigations"; and 

(3) such other offices or agencies, or functions, powers, or 
duties thereof, as the SE'..cretary may, with the consent of the 
Inspector General, determine are properly related to the func
tions of the Office and would, if so transferred, further the pur
poses of this Act. 

except that there shalJ not be transferred to the Inspector General 
under clause (3) program operating responsibilities. 

(b) The personnel, assets, liabilities, contracts, property, records, 
and unexpended balances of appropriations, authorizations, alloca
tions, and other funds employed, held, used, arising from, available or 
to be made available, of any office or agency the functions, powers, and 
duties of which are transferred under subsection (a) are hereby trans
ferred to the Office of Inspector General. 

(c) Personnel transferred pursuant to subsection (b) shall be trans~ 
£erred in accordance with applicable laws and regulations relating to 
the transfer of functions except that the classification and compensa
tion of suoh personnel shall not be reduced for one year after such 
transfer. 



H. R. 11347-6 

(d) In any case where all the functions, powers and duties of any 
office or agency are transferred pursuant to this subsection, such office 
or agency shall lapse. Any person who, on the effective date of this 
Act, held a posit1on compensated in accordance with the General 
Schedule, and who, without a break in service, is appointed in the 
Office to a position having duties comparable to those performed 
immediately preceding such appointment shall continue to 'De compen
sated in the new position at not less than the rate provided for the 
previous position, for the duration of service in the new position. 

DEFINrrlONS 

SEC. 207. As used in this Act:r--
(1) the term "Secretary" means the Secretary of Health, Edu

catiOn, and Welfare; 
(2) the term "Department" means the Department of Health, 

Education, and Welfare; 
(3) the term "Inspector General" means the Inspector General 

of the Department; 
( 4) the term "Deputy" means the Deputy Inspector General of 

the Department; ana 
(5) the term "Federal agency" means an agency as defined in 

section 552(e) of title 5, United States Code, but shall not be 
construed to mclude the General Accounting Office. 

Speaker of the House of Repreaentativea. 

Vies Pre8Ulent of the United Btatea and 
Preaident of the Senate. 
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