s

'~5involveé fa ava&nnuins tha legelity of certela prasticos of -
- PB1 wadercover iavestigative operations. Our lagquisfies Have -
. - foeused particulazly an the obligaticne imposed by stetutas

" ef contractusl obligations, especielly the lepslag of prapeyey.
- Que concluston has bPeen that, while Congress most probably
. did not intend tbat these statutee clrcumscribe ndsessary

- ¥BY undercover efforts, the broad lasgusge and uaderlyiong

fiquesaiaas. ibe long~term solution te these prcblems 1s the .~ -
- eusctueat of eorrective legislacion. Par the present, hows
. ever, we believe that these matters should be brought to the
- attentien of the appropriare Congressionsl commiteees. Cur -
prelimtasey coaversstions with che Cosmittee eteffs suggest = -
© ' that the briefiags should ba handled by Departaent officfals
.- gho are Presidentiel appofntees, aad the purpese of this -
- meporendunm is to suggést tha: yau aad I uadeztake ehxa taak by
= tﬂgethez.;-, £ :

-+ paid into the Tresasury without eny deduction whatevar for .

. eo8ts oy expensds, = This etatute raises quescions regevding - ,

. the PBl's practice of using income. ffam.unﬁercovar aparatieae ~"f
|t defray- exp@as@a ef ahoge aperaticas, o

. gachorized by lew .to do so or apprengaazeas 828 awailahia .
1 to cover thase abligazions. : : : e
- gtages, 271 B.8. 204 (1926). This fﬂiﬁ@a 8ua»claa9 gegexd= -
"ing the FBI practics, prisarily in the foreiga iatelligence '

::QEGnﬁiao beyend the aurxeaz fisce]
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’;.&sx EKI gnﬂeraover ?raetieas . o )
As you @ay altaaa aew, our effiee.has :ezenely he@oma

releting to the beadling of governmeat funds esd exscution .

purposes ¢f zome of the statutes raise substaatial legal

?rebl&aé hsve &:isea ia tha 20119&&&3 ateas

(1) Use of Fundes 31'0.5.C. § 486 provides thet the
gross amount of @ell funds zeceived frem whatever seurce be

(2) 7eo seatutes -- 31 U.8.C § 665(a) snd &1 B.5.5.

1§ 1i(a) -~ have béen conateued to probibii goverasend

ggencies frow enteriag into contrectual ohilfjatlons ex~
teadiog beyond the carvent fisval yesr uvalesy »%@y ave.

&

and counterlatelligence arvea, of antezia# inte 1@0839 ez
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,.'. ‘ﬂhis quesatiou is atmchaé a& tab “By _ :

' ¢3) Another pmhlam which srises 18 cmeetm w:tth .

leases ie the restriction in 61 U.5.C. § 255 on advance
. gﬂ aymetite without “adegpate security.” This restrietion -
e

posed problems with regard to at least one intelli~
genea rolated lease wheorxe tha FBI was a&ke& to wpply ,-
iazge amount of fuads in’ advanea. ST

(&) ’Kha ?B'i g leasce fm: mmnﬁ.geme o emter- 2

- inmuigme purpoges slso: eacountcy problems under &0 _

U.8.6. - § 3%: That statube prohibics leases {in the

.. pistriect of Columbia unless an apgtaﬁriatian "o ﬁazms“ S
: ‘hm been mada fot zims gmusa.- e ;.

() Soveral gtatuten ;,:mh&bif: bltc oiﬁei&le fmm

f-éepasiting public moneys in banke un e8s auchorized by

" law ¢o doso. 18 0,5.0. § 648: 31 U.8.C. §.521. This

.. prohibitios bears on the ptac:tica -4n uadercover aparaaioha
. of depositing funds io bsoks for alther cover or. o¥ x:,y LR
.. Wé are currently addressing questicas (3), (4) and (5) .

in cepaxate opinion W&a&a whieh wa wiu pxavida ko

- yqu + completed, .-

199 wmeamen has been faieeé zhat: ;hse i‘-’BI has am:emé SN
L fato these practices with the intention of evading the
. law,  Rather, thas@pmemea appear ¢o have been aadepf;ed

L as s BocResary P& &Efnmmg functions vital to the -

I ﬁulﬂumat: of m atz' .
. gence responsibilities, Xt m only cut ¢f a concern for
. complying with s81) possibly velavent legal. mqu*m:mts
© that t:heaa practices were brought to cur attemtion, }}2@5@:

enforcensnt snd {ntellii-

of these pkactices ara of vecont vintage, and ﬁer thm

" reason the legal guestions ara befag. raised now.

@e hava beon advised in the ﬁttmgéﬁt tams zhat ahasa

'Pmct.ieaa aro necessary if the FBI ie¢ ©o perfory eiimtively

its undareover offortas and to schieve the goala whieh:

‘these uadercovor efforts are intended to meat. Duo to
. the legal prodbliews which tho gbove statutes ratsa, how=
avat, I m}.ieva» thaﬁ we should caame the appmpziacé

T ITTins 15 et Tntendad t:o Yo suhsustign, @tiaex )
- gtatutes also bear on the ?ﬁi & andereovas invessls

‘fgasiva eforts, 2.p. 41 U.8.C. § 254(a) and (o) {velating

o l.ag&i pxa&mma. _

2o -¢lauses yoquir o¥nment contyzets), but we balievg "

. that we have iegitmamgvraaaim the appiieﬁ%siliay of puch - B

statutes to the FBI's nesds. The statutes which we haes
eciﬁa& are those which may most significantly sffest ‘
FBl's oporations. ami which psmen#: the nose. Mstmtia}




ﬂ'57';o£ iegalivy or propriety. See Executive Order 12036,

ﬁangxeasiaaai uommitceea and advise zhem uﬁ :he ?31‘ ol
' practices apd -veise with chen these matters of pessidly .

i questtensble lsgelity. This epproach will serve several -
© o cputposes, Tirst, it wiil serve to adviss the Committees

S chat 1¢gislatian i3 belay drefred to talke ceve of thuse. fv!
'-prohlema.ZI Becond, particularly in the foreima iatalli-,
Lo geuee end naansarintalxigaaee arves, it will fulfil éur
‘.. somultment to the Cohgress to notify them of quostions ..

" séction 3-403.3/ Finslly, Comaittes approval of these |
. prastices will give the Depurtament grester confidénce

T g tha propriety of cenginuing thase npexaezans p&néing‘
ﬂlﬂ waaaa ot zegiaxatm

e ‘1 shall He happy to mnke ﬁhe aecess atznngemﬁ o ,  E
. ghensvat your schedule permits. ﬁb,pzabah y should count

Y om sitting down together for an hour to discuss the basic

; ':;ﬁi&asaes beﬁere sehaduliag thﬁ brzafiaga f@g the Goamitteea.‘_;,f';"‘

E‘ 'u‘?‘;{j: ‘f‘ JGhn ﬁk aarmon |
&sa&azsnt Attorney General e .
ﬁﬁfieé of‘Lﬁgai canngsl ;._,.; C

gj’ :n faac, ehe ?3§4£a cntvantly‘atcempttng no-innxude -
: in its fiscal year 1979 appropriations language whtgh

 $: g . wenlé‘allawiace certaaa<e£ ehe,grohlaaa ﬁﬁnti@aaa akav@

"3/ 811 ‘of the ‘probless’ which iﬁ?elva'int&lllgeaﬂﬁ.ﬁezivitiéa o

wust aleo be reported to ehe xntellzganaé Gvaxsight R

| Béard.; sectlm 1~799. DR i



