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To the Pre sid e n t of I he S(' n:1 h ' a nd t1H~ 

S pea k f' r 0 f the J1 0 U S f' of n e p r t · S ( ' Il L~lI j v f:' S 

()u :r review of 11' Ulnstal1Cr s n'lrlbng in 1he pur c hase by th(~ Tr( Cl

sury Departnlent of a one -ia rnjl y rcsidenc . in Tokyo at a price of $150,000 
for occupancy by t-b > Financi al At{ ~l (' ll (, station('d there disc l osed that tl1'~ 

Secretary of tlw Treasur y Ilsed nlnncys from the T"easnry's E -change 

Stabi.lization Fnnd to purchasf' thi s h( USf' under the authority vested in the 

SecretClry b y section lOb of til{' Cnld IZes er ve Act of 1934, as alnc nd d 
(31 U.S . C . 8 22a ). 

Section lOb of the act pr ovj des that the Fund shall be available for 

expenditure under the dire - lic n of the Secretary of the Treasury, and in 

his djscretion, for any p url nse ill COJlTlPcti on with carrying out the provi

s ions of this section and that decisions of the Spcretary relating to the use 

of the Fund are not Ru bjf'cl to rp. vif' w hy any other officer of the Unite d 

States . 

Under this broad dul.horily, thf' Secretary was able to pur chase the 

property without subje cting his ;Jr" oposal to the scrutiny of the Congress 

which approve s the acquisition o( property overseas for lnost civilian 

agencies through Depa rtrnf 111 (If State appropriations. The Secretary of 

the TI:easulY has justified the plIrchasp of the house on the basis that it 

was a fair value and th a t the rur c h~s(' \vas in the h('st intere st of thE:' 

United States. We have gi\ -r, r C gnition to the Secretary' s comments in 

the Clppropriate sections of t he t~ erort. 

The Genf'ral Ac countin g O(firc hrls not audited, nor does jt havE' \1-

lhority to audit, the-' JT I1 ;'1 ngf' S tabiliz (lti III Fund . We r eviewed t h -' 111[o r

m ation that was availa ble to tI R conce r n ing the real e stat purcha se . Also, 

we have included in th e ;JPP('ndi,.:c·s II) o ur report certain publ .isl wc d lLl 

concerning the intp14n a ti )n~ I ;1ctivllirs of th e Treasury Departrncnl lh ill i I' e 

financeJ from the E"{changf' Stahiliz;'Ilion Fund. Sinc e we did n ul ha' (~ " -

CPS 6 t o the pertinent Treasury records, our report is limited to t he Illl r

m.;ttlon that was available to us froln other sources. 
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The Departn1ent finan c es various activities fron) the Exchange Sta 
bilization Fund, some of which appear t o be only slightly related to 
stabilizing the exchange value of the doJlar. Such activit ies, not no I sub
ject to the traditional budgetary, appropriation, and audit p r ocesses, em
bra c e the functions of the Astiistant Secretary fo r International Affair s, 
the Office of Fore~, gn Assets Control, and the Offic e of Internat ional Tax 
Affairs, along with e lem ents of the Office of General COllns el Cl Jld the Of
£ice of Administrative Services. Som e of these activities were not in ex
istence and possibly not contclT,plated when the Fund was c r e a ted i ll 1934. 

Although the deci~d()ns of the Secreta ry und e r his broad authodty 
are final as lOTlg as the Secretary asserts that the expend itures are re
lated to, and necesl:iary fur, carrying out the pu rpose of the law to stabi
lize the exchange value of the dollar, we are bring 'ng this transaction to 
the attention of the Congress because it represents an acquisition of real 
property overseas that normall '! could not be a ccomplished until afte r t h e 
Congress had been afforded an opportunity to re-.,iew the proposed acqui
sition and had appropriated rnoneys to nnance it. 

Yole believe that the matters reported r.erein may be of concern to 
the Congress as suggesting a need for possible reevaluation or clarifica
tion of the nature and s cope of the activities to b e financed from the Ex
change Sta bilization Fund. In this connecti on, we believe that the Congr es s 
may wish a.1so to consider: 

1. The extent to which international activities of the Treasury 
which appear to be only sUghtly related to the stabilization of 
the exchange value of the dollar, but whic h are blanketed by 
the Treas 11ry under the broad authority of the Exchange ~tabi
lization Fund, should be brought under traditional congressio
nal appropr iation and control processes and made subject to 
the Bureau of the Budget a nd General Accounting Office 
scrutiny. 

., 
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2. The de sirab~1ity of hc)'v'" ing an independent alldit of the Fund be
cause, apparently, no independent audit has been made since 

its creation in 1934 . 

Copies of this report are being sent to the President of the United 
States, the Secretary of the Treasury, and the Secretary of State. 

r-
#~~~ -;ij .7.t..L--;+f) 

Acting Comptroller General P 
of the United States 

- 3 -



~L. 
~ 

Con ten t s 

INTRODUCTION 1 
Sequence of events resulting in purchase of residence 2 

FINDINGS AND MATTERS FOR THE CONSIDERATION OF THE CONGRESS 9 
Treasury purchase of residence for Financial Attache by-

passed appropriation process 9 
Agency justification for purchase of residence 9 
leases for other senior officers 12 
Reiation of Treasury Department purchase to Depart 

ment of State acquisitions 15 
Treasury interpretation of its authority as to use of 

Exchange Stabilization Fund 19 
Ma t ters for the consideration of the Congress 24 

APPENDIXES 
Letter from the Assistant Secretary of the Trea

sury to the Deputy Director, Office of Foreign 
Buildings, Department of State, dated June 22, 
1964 

Letter from the Assistant Secretary of the Trea
sury to the Comptroller General, dated 
June 15, 1964 

Letter from the Secretary of Treasury to the 
Comptroller General, dated January 28, 1965 

Extract from 31 United States Code 822a 
Description of organizational units in Treasury 

financed from the Exchange Stabilization Fund 
as reported by the Secretary of the Treasury 

Financial statements and budget data as con-
tained in President's budget for fiscal year 
1965 

Appendix 

I 

II 

III 
~V 

v 

VI 

29 

30 

33 
38 

39 

42 



Tf.J 'fHE READER: 
,~EVERAL PA(;ES OJ' ,/lIE FOIJL()WIN(; MA'rERIAIJ 
MA Y BE ILLE(;IBLE BECAUSE OF THE POUR 
QUALITY OF THE C()PY SUBMITTED FOR 
MI(~'R()f"lljMIN(; 



PURCHASE OF RESIDENCE IN TOKYO 

FOR FINANCIAL ATTACHE 

FROM EXCHANGE STABILIZATION FUND 

TREASURY DEPARTMENT 

INTRODUCTION 

The General Accounting Offi ,:e, wi thin the limi ted information 

available, has reviewed the circumstances ~elating to the purchase 

by the United States Government of a one-family residence in Tokyo 

at a price of 

the Financial 

chased by the 

Stabilization 

$150,000 plus other incidental costs for 

Attache stationed there. This residence 

Treasury Department with moneys from its 

Fund (ESF) under authority vested in the 

occupancy by 

was pur-

Exchange 

Secretary of 

the Treasury by section 10 of the Gold Reserve Act of 1934, as 

amended (31 U.S.C. 822a), which makes funds available for the pur

pose of s tabilizing the exchange '.,alue of the dollar. 

Section lOb of the act specifies that decisions of the Secre

tary of the Treasury relating to the use of the ESF are not subject 

to review by any other officer of the United States. The General 

Accounting Office has not audited, nor does it have authority to 

audit, the Exchange Stabilization Fund. Our review was directed to 

the purchase of a residence in Tokyo by the Treasury Department. 

In the process of our review, made pursuant to t he Budget and Ac

counting Act, 1921 (31 U.S.C. 53), and the Accounting and Auditing 

Act of 1950 (31 U.S.C. 67), we found that the expenditure had been 

made from t he Exchange Stabilization Fund. 

We obtained preliminary information from the United States Em

bassy i n Tokyo and the Department of State, although the Department 

later denied us access to its records pertai~ing to thi s transac

tion on the basis of Treasury's request to State ~ot to make them 
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available to us. (See appendix I.) The Embassy in Tokyo and the 

Department of State made available to us records relating to hous 

i.ng accommodations and quarters allowance of other Government of

ficials stationed in Tokyo. Since we do not have access to records 

of the ESF, our information from Treasury was limited to a letter 

from the Assistant Secretary of the Treasury to the Comptroller 

Gener 1, dated June 15, 1964 (see appendix II), and G let er from 

the Secretary of the Treasury dated January 28, 1965 (see appen

dix III). 

In the course of our review we also obtained general informa

tion regarding other international activities financed from the Ex

change Stabilization Fund. 

The principal officials of the Treasury Department responsible 

for administration of the Exchange Stab 1 l'za ion Fund discussed in 

this report are listed below: 

Secretary of the Treasury: 
Douglas Dillon 
H nry H. Fowl r 

Assistant Secretary for Interna ional Af-
f ir : 

John M. Leddy 
John . Bullitt 
Merlyn . Trued 

SEQUE CE OF EVENTS RESULTING 
IN PURCHASE OF RESIDENCE 

Tenure of office 
From To 

Jan. 1961 
Apr. 1965 

Apr. 1 61 
Dec. 1962 
Oct. 1964 

Mar. 1965 
Pr '~s nt 

Oc . 1962 
Oct. 1964 
Pr s nt 

The c rrent Financial Attache in Tokyo, grade GS-14, wi h ' n 

annual s 1 ry of $14,065,(1) whose princip 1 r spo sibil' y i 0 

1 Salary prior to enactment of Public Law 88-426, approv d in Augus 
1964. 2 



act as financial dvisor in the United States Embassy, assum d his 

duties at this post on May 6, 1963. The Attache i married a nd has 

lree chi dren. On the basis of the information made availdbl t o 

us,l he Financial Attache requested the Embassy to assist him in 

seeking housing in Tokyo. He advised the Embassy that h~ desired 

to lease a house that would be suitable for representational pur

poses2-- that is , for official entertainrnent--and that he had been 

authorized a maximum annual housing allowance of $6,000, the same 

amount received by his predecessor. Subsequently, Treasury ap

proved the Attache's request to increase his maximum allowance to 

$10,000. 

"We were informed by administrative officials in the Embassy 

that they had shown the Attache at least 25 houses and that, in 

their opinion, many of the~e houses were suitable for his purposes. 

A supervisor in the Administrative Section of the Embassy estimated 

that 15 percent of his time and an unknown portion of his staff's 

time were spent during the period June 1963 to February 1964 in 

trying to locate a house that would be acceptable to the Attache. 

In addition, the Attache had several real estate brokers in Tokyo 

show him many houses. 

During the time he was seeking p~rmanent housing, the Attache 

moved frequently. The Treasury Department furnished us a schedule 

that showed that te had lived in seven different places in a period 

lThe information we obtained from the Embassy and the Department of 
State was received prior to the time that Treasury requested them 
to withhold their files from us relating to this transaction. 

~e understand that his annual representational allowance was $450. 
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of 10 months. I~o t of the time he had resided in Government-owned 

or Gov rnm nt-leased housing. 

Th Treasury Department advised us that in the summer of 1963 

th United States Ambassador to Japan visi ed Washington and, in a 

discussion of the housi ng problem with the ACJis an cretary f 

th Ire sury for Internationa l Affairs, indic ted that he was 

tempting to obtain additional land in Tokyo. It wa~ agreed at that 

time th t, in order to provide housrng for the Financial Attache , 

Treasury would pay a pro rata share of th cost of additional land 

obtained and would pay for the construction of the house. 

We understand that the house the At ache ultimately decided 0 

purchase was shown to him in September 1963. By telegram in Sep

tember 1963, the Amtassador to Japan advi ed he Secretary of State 

th~t the Embassy had located a house suitable for representational 

purpo es with an asking price of $150,00 , the fair property value 

of the land was estimated at $110, 000 on the basis of he eneral 

v lue of land in the area, nd he house w worth $5 , 0 by cur

rent Tokyo standards . The Em ssy beli ved tha ny oth r d at 

combination of land and suita Ie house would co in xc 5S of h Os 

figure. The Fi na cial A tach , who se1ecte th house, a~d su

pervisor of construction from he Office of Foreign Buildings (FBO) 

concurr d with the Emb as s y ' conclu~ion. 

Th information availab l 0 us ind'cat that Treasury also 

requested views from the FBO, he office tha i delegated the re

span ibil y for purchasing or con tructing hou in for Dep rm n 

of St mp loyees, r egarding his trans c ion. The Treasury also 

W 0 know wh ther tt hou could be purch e from th D - -

P r men of St te ppropri tion, "Acquisi ion . Oper tion, and Mai -

nan of Buildin s Abro d," h"" is a minis r d y FB. rno's 
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view was that he s m was in exc ~s of the amount FBO would or i 

nari1y consid r justifiable for a s nior officer residenc. FBO 

advised the Tre sury that funds from the aforestated appropri a_ivl1 

were not available to make this purchase. The Assistant S cr tary 

of the Treasury for International Affairs stated that the Treasury 

would purchase the house with its own funds notwithstanding the 

views of the FBO. 

The Treasury requ sted the judgment of the Ambassador to Japan 

on the expressed views of the FBO, and, by a telegram in October 

1963, the Ambassador stated in reference to this matter that the 

house was about the size and quality of one assigned to officers of 

roughly the same rank as the Financial Attache and that the price 

was reasonable. 

In February 1964, the Financial Attache signed a 90-day option 

o purchase the house on behalf of the Secretary of the Treasury 

for $150,000, and on March 24, 1964. ~:' ontered into an agreement 

.0 r> rchase the house on these terms. Of the p~\rchase price, 

~1 0 , 000 was pay ble in Japanese yen and $50,000 in dollars. The 

Treasury also incurred closing costs of about Sl,25C and at least 

another $1,250 to remodel and repair the house. In a letter to the 

Comptroller G rer 1 dated June 15, 1964, the Treasury estimated 

th t $100,000 represented the cost of the land, 4,788 square feet, 

a d $50.000 repr se ted the cost of the house. 

The house is a two-s tory stucco and Western-style house. The 

5 agreement shows that the gross area of the house is 3,042 

>;quare feet. The first floor contains 1,980 square feet of living 

pace and consists of an entrance foyer, a living room/dining room, 

two maids' rooms, a kitchen and di~ette. a utility room, several 

closets. and a bathroom; the second floor contains 1,062 square 

f et of living space and consists of two bedrooms, two dressing 

5 
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r ooms , two baths, and a den. One dressing room is being converted 

to a third bedroom. The house plans also show that the house con

t ains a wine cell~r, a carport, a patio, and a garden. The follow

i ng photographs show exterior and interior views of the house. 

ENT RANCE TO THE HOUSE (Department of State Photo) 

6 
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VIEW OF THE GARDEN AND PATIO (Department of State Photo ) 
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VIEW OF LIVING ROOM AND DINING ROOM (Department of State Photo) 

We visited the house and noted that it contained several 

unique luxury features, such as ornate bathroom fixtures, a wall 

safe, and a locking glass display cabinet for jewe~s. The Treasury 

i nformed us that the cost of th~ house included central air condi

tioni ng, gas and electric fixtures, hot-water heaters, chandeliers, 

floor tiles, window screens, shades, awnings, carpeting, and drap

eries. The house is located at No.9, Mita, Tsuna-machi, Shiba, 

Mindto-ku, close to the United States Embassy in Tokyo. 

8 
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F INDI t~GS AND MATTERS 

FOR THE CONSIDERATION OF THE CONGRESS 

TREASURY PURCHASE OF RESIDENCE 
FOR FINANCIAL ATTACHE 
BYPASSED APPROPRIATION PROCESS 

The Secretary of the Treasury u sed moneys from the Treasury's 

Exchange Stabilization Fund to purchase a residence for the Finan

cial Attache in Tokyo at a cost of $150,000 plus incidental costs 

under authority vested in the Secretary by section lOb of the Gold 

Reserve Act of 19 34, as amended. The basic purpose of section 10 

is to provide authority to s tabilize t.h~ exchange value of the dol

lar. The Treasury justified the purchase on the grounds that suit

able lea.:, ,"'I,d re s idental quarters were not available even though the 

Financial Attache had a maximum housing allowance of $10,000 a 

year. I n the Secretary of the Treasury's judgment the purchase was 

in the bes t interest of the United States. Generally, purchases of 

land and residental quarters overseas for civilian agencies are 

made by the Office of Foreign Buildings, Department of State, and 

are financed from the Department of State appropriation, "Acquisi

tion, Op eration, and Maintenance of Buildings Abroad." 

Agency justification for purchase of residence 

By letter to the Comptroller General dated June 15, 1964, the 

Assistant Secretary for International Affairs, justified the pur

chase of the resi dence on the following basis: 

"The decision to purchase a permanent residence for 
the Financial Attache was made after lengthy and inten
sive effo~t s to find suitable quarters on a rental or 
lease basis hal fa5, led. No U.S. Government owned facili
ties were available on other than a very temporary basis, 
and this unsatisfactory situation had made it necessary 
f or the Financia l Attache and his family to move at least 
seven times in a ten month period (se l~ the enclosed 
schedule). This was true even though the Attache had an 
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annual housing allowance of $10,000. Adequate housing 
simply could not be obtained except at an annual rental 
in excess of that figure o As you may know, the housing 
situation in Tokyo is probably the most acute of all the 
major c&pita1s in the free world, and rentals and prop
erty values are extremely high. Based on the foregoing, 
it is estimated that the saving which will result to the 
United States by the acqui s ition of this residential 
property will be sufficient to equal the purchase price 
in fifteen years or less. Thereafter, of course, the ad
vantage to the United States of owning this residence is 
obvious. 

"In order to resolve the housing problem for our 
representative, he was authorized to explore the possi
bilities of purchasing a residence, which would not only 
provide him with living quarters for his family, but would 
henceforth be available for his successors in that post. 
It was agreed by the Embassy representatives who assisted 
the Attache in locating the house that it was entirely 
suitable, in view of its location and other features de
scribed above , and that the price being asked for the 
property was reasonable, taking into consideration the 
real estate s ituation in Tokyo o Accordingly, authoriza
tion was given the Treasury representative to take the 
necessary steps, in strict compliance with procedures ap
plicable to the acquisition of real estate abroad, to ac
quire this property in the name of the u.s. Government as 
a residenc for the Fiuancial Attache." 

By letter dated January 28, 1965, the 'Secretary of the Trea

sury furn ' shed us additi na1 justification for the purchase of the 

residence Pertinellt facts are quoted below: 

n*** The purchase was dictated by a number of con
siderations, and 'vas based essentially upon the fact that 
land values in Tokyo are not only extremely high, but are 
continuing to rise o The previous Financial Attache in 
Tokyo resided in a small house leased for $400 a month. 
Before leaving Tokyo he was informed that his rent would 
be increased aDd in fact shortly after he left the prop
erty was leased for $600 per month , or $7200 per year plus 

10 



u t ilities. When the present Attache moved t o Tokyo i n 
early 1963, accompanied by his wife and three small 
children, he was unable immediately to find suitable 
housing of any kind. His search was complicated by the 
fact that at about the same time a large corporation was 
moving from Yokohoma to Tokyo and seeking about fifty 
houses, at almost any price, for its employees, thus mak
ing the cOlOpetl t ion for suitable Western housing extremely 
severe. 

"Attempts were made to secure government housing or 
government-owned land upon which housing could be built, 
but the State Department itself was badly in need of ad
ditional housing and no housing was available for use by 
the Treasury. 

"*** In determining \yhether to take advantage of the 
opportunity recommended by Ambassador ***, the Treasury 
considered the facts that the cost of land and suitable 
housing in Tokyo is extremely high; that according to a 
study cJnducted in 1962 by the Japan Real Estate Insti
tute, the value of residential land in the six largest 
cit ie s of Japan increasert over 600 per cent between March, 
19 55 , and March, 1962; that a further substantial increase 
had occurred between 1962 and 1963; that the trend showed 
no signs of lessening; that suitable Western hO:1sing Has 
very scarce and in great demand; and that in these cir
cumstances it had previously been concluded that a pur
chase of property would be in the long run advantageous. 
The two imn1ediately preceding Financial Attaches in Tokyo, 
one now a Director and the other a Deputy Director, of 
consti tuent offi ces in the Office of the Assistant Secre
tary, were consulted as to their knowledge of the housing 
si t uation in Tokyo. There were taken into consideration 
the advantages of owning property which could be used by 
successive Financial Attaches (as this property c learly 
cou l d), eliminating the problem of constantly increasing 
co s t s , and eliminating also the time and effort involved 
in seeking new housing for each new Attache, with conse
quent advantage not only to the Attaches and to their 
attention to duty, but also to t he Administrative Offi
cer s of the ~nbassy. Finally, before approving the pur
chase of the property, the Treasury requested from 

11 



Ambassador *** his 'personal judgment' on whether the 
house was 'inappropriately pretentious for officer of Fi
nancial Attache rank o ' Ambassador *** replied as follows: 

"*** From what I hear it is not at all excessive 
for financial attache, being smaller and on 
smaller land area than Mitsui houses [those 
built on Government-owned land] though some
what superior in interior finishingo In short, 
it is about size and quality house we assign to 
officers of roughly same rank as financial at
tache. House can be amortized in 15 years at 
allowance rate given *** and my feeling is that 
Treasury would be fortunate to get it at 
$150,000 and should go higher if necessary o ***' 

"Upon receipt of this recommendation from the Ambas
sador I approved the purchase of this residence u The pro
cedures followed in making the purchase were those pre
scribed in the Foreign Service Manual .. ***" 

As we interpret the Treasury's justification to purchase a 

re,sidence, the Treasury decided to purchase it because it deter

mined that suitable leased housing for r epresentational purposes 

was not available at $10,000 a year, the maximum housing allowance 

authorized for the Financial Attache, and in the long run it would 

be more economical to provide a permanent residence for financial 

attaches than to continue leasing houses. The justification to 

purchase the subject house was that the price was reasonable on the 

basis of current market prices and the housing accommodations were 

not excessive for an officer of the rank of Financial Attache. 

Leases for other senior officers 

The maximum annual housing allowance of $10,000 authorized for 

the Financial Attache was higher than the annual cost of leased 

housing, including utilities, for various other senior civilian of

ficers stationed in Tokyo o By reference to the description of 

12 



houses that were occup i ed by senior officers, i t appeared that their 

hous ing accommodation s compared favorably with the housi ng obtained 

f or the Financial Attache. For example, t he house occup ied by the 

advisor to the ambassador on atomic energy i s a two-story house 

con s isting of a living room, a dining room, a kitchen, four bath

rooms, three bedrooms, a study, a s torage room, a utili t y room, a 

servant's room, and a terrace at an annual cost of about $8,700. 

The annual cost of leases and utilities of selected senior officers 

i n To~yo i s presented below. 

Gr ade Annual Annual Annual To t al 
or s alary cost of cos t of hous ing 

A&g115L V tlL9r function ran~ ( !!QgJ) .tease y.t i ll t1~ cos t,. 

Gove r nmell l le cl!, pd: 
At omi c [ llc rgy {orom l s .' i on Adv i sor t o ambass ador on 

at omi c energy $20 ,000 $7,91 7 $ 772 $8 , 689 
f edpr a l Hu n 'au of Inve s i~a ~ 

t ion Ch i e f . Tokyo offi ce GS-16 17 , 000 4,333 706 S ,OJ9 
Unl t pd c ~;(>s Ill fo r m t i on 

E.' y·vi c Oe pu Y p II.- 11 c affai r s of -
fic er FSR-2 16 ,900 4, 333 1 , 247 5 , 580 

Iin i t ed St u.', Info rmatl n 
"' pr .... l c t> Cul ural a ff ai r !' of fi cer F'SR-2 15 . 700 3 , 433 900 4, 33 3 

I\g.e tl cv for Int erna lonal De -
ve lopme n E.xcess proper ty utiliza-

t ion of fice r rSR-3 15 , 205 6,666 800 7 ,466 

I nd l. v i dua llv l easpd: 
Nat i onal Sc ience Founda t i on Chief Sc i en t i s t , Tokyo 

S- a ff 18 , 500 4,000 1. 28€- 5 , 281:1 
G nE' r al Account i ng Of fl ce Di r ec t or . Far Eas t Branch GS- 15 17 . 210 3 ,473 508 3 ,981 
Putl ic Health Se r v i ce Sc ient i st Direc t or, Far 

E,.,s t GS-1 5 16 , 000 2 ,927 367 3 ,294 
Unit ed Sta tes Tr ave l Service Chief , Tokyo of fi ce GS-14 14,515 5 , 667 299 5,966 
Bur au o f Cus t oms Regional customs repre-

sen a ive GS-14 14,065 2,000 :! 57 2 , 357 

Average total cos t $5,199 

aSal ar\" ra te~ pr i or t o enactment o f Pu~1 ic l aw 88-426 approved in August 1964 . 

In a letter to the Comptroller General, dated January 28, 

1965, the Secretary of· the Treasury implied that our comparison of 

housing accommodations for selected senior officers in Tokyo with 

the housing obtained f or the Financial ,Attache was unfair because , 
t he majori ty of the senior officers in our comparison are regional 

representat ives attached to the Embassy chiefly for administrative 

purposes and, consequently, do not have any representational duties 

and are able to live at much greater distances from the Embassy . 
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The Secretary stated that, although the amount of representational 

allowance for the Treasury representative is not large,l his ac

tivities i n this area should be extensive and are extremely im

portant. The Secretary suggested that ~he housing accommodations 

of the Financial Attache be compared with officers in the Embassy 

of comparable rank and having comparable duties to those of the Fi

nancial At tacheo The Secretary also implied that it was essential 

that the Fi nancial Attache reside in the Minato-ku area, which is 

close t o the Embassy o 

We ob tained a listing of senior attaches stationed in Tokyo 

whose diplomatic rankings are comparable with those of the Finan

cial Attache 0 These attaches consisted of the three military at

t aches, the Agricultural Attache, the Labor Attache , and the at

t ache from the Immigration and Naturalization Service o Three at

taches live in Gover~lffient-owned houses that initially cost less 

than the house for the Financial Attache but which are currently 

valued in excess of $150,000 0 The remaining three attaches live in 

l eased quarters, and the aunual costs of their leases ranged from 

$5, 951 to $6,667 compared with $10,000, the maxiw~~ housing allow

ance au t horized f or the Financial Attache 

In re spect to location, only two of the six senior attaches 

lived i n t he Minato-ku area ~ Our review disclosed also that most 

of the seni or officers listed in our table on page 13 lived in 

Shibuya- ku , Minato-ku, and Chiyoda-ku areas, all of which are rela

tively close to the Embassy Administrat ive officials in the 

United States Embassy in Tokyo advised us that several houses were 

lIn that connection we werQ intormed that the representational al
lowance of the Financial Attache amounted to about $40 a month Q 
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shown to the Financial Attache in these areas and, in their opin

ion, many of tl~em were sui table for his purposes. 

On the basis of informatioll availabl to us, we are not con

vinced tha t suitable leased housing was not available in Tokyo at 

less than S10,000 a year for thz Financial Attache or that it was 

essential for him 0 re~ide in the Minato-ku area , 

Relation of Treasury De;:>artment purchase 
to Department of State acquisitions 

In his letter to the Comptroller General dated January 28, 

1965, the Secretary of the Treasury stated: 

"Attempts were made to secure government housing or 
government-owned land upon which housing could be built, 
but the State Department itself was badly in need of ad
dit"onal housing and no housing was available for use by 
Treasury ." (Underscoring supplied.) 

The Secretary stated also that the Ambassador indicated he was at

tempting to obtain aJditional land in Tokyo. 

The information available to us is that, whereas the Treasury 

requested the Office of Foreign Buildings, Department of State, to 

ascertain whether any housing was available for its Financial At

tache or cO lld be purcha;.:,ed by State for the Attache, FBO has no 

record of any request having been made by the Treasury to ascertain 

whether the Department of State \vould make Government-owned land 

available to it for the construction by the Treasury of a house for 

the Financial Attache. 

We f ound also that the Foreign Service Manual specifically 

prohibits foreign service posts from taking independent action on 

real property acquisition matters. The manual states that the Dp.

partmel1t of Stat will issue specific instructions to the post with 

respect to all negotiations looking toward the acquisition of real 

property. 
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The Department of State ha.s not purchased realty in Tokyo 

since 1956. An FBO official has advised us that the Embassy does 

not have specific authority to negotiate for additional land in 

Tokyo although it can make pre.liminary inquiries into property mat

ters. He also indicated that requests for purcha5e of additional 

land for residential use in Tokyo by the Embassy would not be rec

ormnended by the FBO because the high price of land in Tokyo pre

cludes the purchase of additional land for residential purposes es

pecially since currently o~med sites could be developed to provide 

additional residential quarters. 

In order to confirm our understanding that land was available 

in the Minato-ku area to constrIct a residential house, we asked 

the Deputy Assistant Secretary for Foreign Buildings to confirm the 

location a nd size of any parcel of land that might be available for 

construction of a residential house . Th Deputy Assistant Secre

tary for Foreign Buildings advised us that he Department of State 

owns a paycel of land at 5 of 28 Fuj'mi-cho, Azabu, Minato-ku that 

could b ', developed for the construction of repr sen ational hous

ing. To provide this site, however, a vacant Japanese-style house 

would h ve to be demolished. The parcel of land that would be 

available would have a 75-foot frontage and an average depth of 

159 feet, a gross area of about 11,900 square fee t . This compares 

with 4,788 quare feet of land purchased by the Treasury. 

The D partment of State bu et justification to the Congress 

for fiscal year 1966 contains informa ion that the Department has a 

long-standing agreement with the Departments of Agriculture and De

fense for the worldwide acquisition each year of a number of 

represelltational-type residences for occupancy by senio attaches 

of these a encies. R sidence are acqui red insofar as possible in 
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accor nil with th pr'ori y d ignations of the agencies. Costs 

of acqui ition of th se home s are financed from the Department of 

S at appropria ion, "A quisi ion, Operat"on, and Maintenance of 

Blild ings Abroad," is adm'nis ered by the mo. In support of 

fund for his propo . d real estate acquisition program, the De

partmen of Stat fur nishes h House and Senate Committees on Ap

propr a ions a list" ng of he locations and estimated costs of 

housin 0 be acquir d for the senior attaches of these two agen

ci s. Tlis procedlr affords the Congress an opportunity to review 

the proposed acquisi "on program. 

In Tokyo, the United S at s Government owns a house for the 

occupancy of he s nior Naval A tache. Housing for the senior Air 

Force and Army At ach s are leased, and these costs are borne by 

the D partment of Def nse . Th costs of these leases are $6,640 

and $5,951 a year, respectively, including utilities. 

Four houses were contracted for by the FBO in June 1963, on 

property owned by t~ United Sta e Government--two in Minato-ku 

and two in Shibuyo-ku-- nd are now occupied by upper middle-grade 

Emba ssy officers having diplomatic rank. The FBO advised us that 

t hes houses were completed in May 1964; three of them cost $40,000 

each, and the fourth house cost $42,650 because it contained a 

larger living room and dining room. 

The Department of State's real property records show that the 

average lot on which he two houses were built in Minato-ku was 

5,000 square feet and tha the average lot on which the two houses 

were built in Shibuyo-ku was 6,800 square feet. 

Th value of the house purchased for the Financial Attache was 

timated by the Treasury to b about $50,000. In the instant 

ca e , FBO advised the Treasury that no funds were available to 
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purchase the house for the Financial Attache. Since the Secretary 

of the Treasury had the broad authority pursuant to section 10 of 

the Gold geserve Act of 1934, as amended, to purchase land, he was 

able to purchase this property without subjecting his propo~al to 

the scrutiny of the Congress which approves the Department of 

State's appropriations for acquisition of property overseas for 

most civilian agencies. 

In our opinion, the capability of the Treasury Department to 

bypass the traditional budgetary and appropriation processes of 

obta.ining funds dilutes the fiscal controls that the Congress 

maintains over Treasury with regard to administrative and operating 

expenses financed from the Exchan e Stabilization Fund. The Trea

suryDepartmenthas reported that in fiscal year 1964 the Fund in

curred expenses totaling $3.5 million. 
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TREASURY INTERPRETATION OF ITS AUTHORITY 
AS TO USE OF EXCH~GE STABILIZATION FUND 

ection 10 of the Gold Reserve Act of 1934 approved Janu

ary 30, 1934 (ch. 6, 48 Stat . 341) ,1 authorized the es ablishment 

in the Treasury of a stabilizat'on fund to be operat d under t he 

exclusive control of the Secretary of the Treasury, wi h the ap

proval of the President, for the purpose of stabilizing t he ex

ch~lge value of the dollar. Sec ion 10 of he act, in pert i nent 

part, follows. 

liThe Secretary of the Treasury, with the approval of the 
President, directly or through such agencies as i-tp may 
designate, is authorized, for the account of the Fund es
tablished in this Section, to deal in gold and foreign 
exchange and such other instr m nts of credit and securi 
ties as he may deem necessary to carry out the purpose of 
this Section." 

To enable the Secretary of th Treasury to c rry ou' the pro

visions of section 10 J the Congres' appropri ed th'2 sum of $2 bi l 

lion out of the increment resulting rom the reduc tio in the 

weight of the gold dollar. Thi ' amount was d posited with the 

Treasurer of the United States aId th Fund began operations in 

Apr il 1934. Operation of the Fund was au har" zed for a period of 

2 years; but the Pre~identJ by pro lam tion, ext~nded the period 

for 1 addit ional year. Amendments to the ac continued the Fund in 

op r tion through June 30 , 1945, nrl 3 cion 7 0 he Bret ton Woods 

Agr m n Act, approved July 31 , 1945, continued its operations 

permanently. 

lSection 10 of the Gold Reserve Act of 1934, as amended ( 3l U. S . C. 
822a , appears as appendix IV. 
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The Bretton Woods Agreement Act also directed the Secretary cf 

the Treasury to use $1.8 billion of this Fund to pay part of the 

sub ~cription of the Uni.t d S' ates to the Internationa~ Monetary 

Fund. 

f he remaining $200 million of appropriated moneys remained as 

the corpus of the Exchange Stabilization Fund under the control of 

t he Secretary of the Treasury. The net worth of the Fund as re

ported at June 30, 1963, totaled $347.7 million. (See appen-

dix VI.) Of this amount $200 million represented appropriated cap

ital and $147.7 million represented cumulative net earnings of the 

Fund. 

The Secretary of the Tre asury has made a broad interpretation 

of \vhat cons 'li tutes "purposes of stabilizing the exchange value of 

the dollar." In furtherance of this interpretation, the Treasury 

has used this broad authority to finance activities from the Fund, 

some of which are only slightly related to the stabilization of the 

exchange value of the dollar. Accordingly, expenses of the Assis

tant Secretary for International Affairs, the Office of Foreign 

Assets Control, and the Office of International Tax Affair3 are fi

nanced from the ESF, and portions of personnel salaries and related 

expenses in the Office of General Counsel and the Office of Admin

istrative Services have been allocat:ed to the ESF payroll. These 

activities, which are described in the United States Government Or

ganization Manual, are included as appendix V. 

Treasury officials refused to furnish us any statistics relat

ing to the number of professional aIld clerical personnel financed 

under the ESF on the grounds that the transactions of ESF are not 

subject t o review. However, the approximate number of personnel 

and administrative costs are shown in the President's budget. The 
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budget for fiscal year 1965 shows that 320 employees are estimat~d 

to be paid out of the ESF in fiscal year 1964 and operating ex

penses are estimated to be $2,990,000, of which $2,342,000 repre

sents salaries. It should be noted that these estimates were pre

pared by the Burenu of the Budget and not the Treasury Department. 

In response to a General Accounting Office inquiry relating 

~o the Fund, Mr. John M. Leddy, Assistant Secretary of the Trea

sury, in a letter dated September 19, 1962, stated: 

"The legislative history makes it clear that the Congress 
unequivocally placed the Fund under the exclusive control 
of the Secretary of the Treasury only after full debate 
and in full knowledge of the special responsibility in
volved. We feel, therefore, that Congress did not intend 
that expenditures of the Exchange Stabilization Fund 
should be subject to the normal budget, Congressional ap
propriation and audit procedures." 

It is evident that the Secretary of the Treasur; has such 

broad authority under the Gold Reserve Act of 1934 that h~ may au

thorize any expenditure from the ESF without subjecting his deci

sions to review by the congressional appropriation · . "mIDi ttees, the 

Bureau of the Budget, or thp General Accounting Office acting as an 

arm of the Congress if he asserts that such expenditures are re

lated to and necessary for carrying out the purpose of the act; 

that is, stabilizing the exchange value of the dollar. 

In furtherance of this viewpoint, the Secretary has authorized 

several functions to be financed from the ESF which were not in 

existence in 1934 when the Fund was established. These include the 

functtons of the Office of Foreign Assets Control which administers 

foreign assets control regu:ations and Cuban assets control regula

tions. (See appendix V.) It is not apparent to us how the admin

istration of foreign asset regulations is related to any great 
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extent to the s t abilization of the exchange value of the dollar. 

We observed that other agencies, such as the Department of State, 

incur costs in connection with their participation in international 

monetary organizations but it is only the Treasury's costs in these 

areas that are shrouded in secrecy. 

In compliance with the statute requiring an audit of the ESF 

t o be made and an audit report thereof to be transmitted to the 

President and the Congress, the Secretary of the Treasury desig

nates Treasury employees to make an annual audit of the ESF. The 

Secretary restricts the scope of the audit to a determination of 

whether expenditures have been authorized or approved by him or 

persons acting pursuant to his authority. 

Insofar as we have been able to determine, no independent au

dit of this Fund has been made since it was created 30 years ago. 

The Secretary of the Treasury has implied that an independent audit 

of the ESF is not essential. In a letter to the Comptroller Gen

eral dated January 28, 1965, he stated: 

"I have noted your comments concerning the Exchange Sta
bilization Fund. Since I have been in office, I have de
voted a great deal of personal attention to the operation 
and management of the Fund. I have i nstituted revised 
management practices and I ~n now satisfied that it has 
the bes t management t~chniques kno'\vn. I have had made 
each year an audit of the Fund, copies of which are for
warded t o the Preside nt and the Congress in accordance 
with law. I have also given careful attention to the 
proprie t y of the activities currently being financed 
through t his Fund, and have concluded that the expendi
ture of funds for their financing is properly within the 
purpo ses of the Act c reating the Fund." 

The i mplicat ion that i ndependent reviews are no t needed if the 

Secretary de t ermi nes that the operation and management of an activ

ity is sound is contrary to the generally accepted principles of 
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sound management controls in respect of the purpose and objectives 

of independent audits. Independent reviews of many other activi

ties administered 0y the ,Secretary of the Treasury have been made 

and the need for them ha~ been evident. Furthermore, independent 

reviews of these activities have ~een beneficial and have been in

strumental in revising practices to achieve economies and operating 

efficiency of the Department. 

The ESF is not subject to an independent audit because it en

joys a statutury exemption. The Congress, however, has consis

tently recognized the need ,for an audit of the ESF. The Gold Re

serve Act of 1934, that crf.ated the Fund, pr')vided that an audi t be 

made and a report thereof be made to the President. The Congress 

apparently reaffirmed its belief in the desirability of audits of 

the ESF in 1939, when it amended th2 Gold Reserve Act to provide 

that the audit report also be transmitted to the Congress. 

Since it is evident that the Congress requires an audit of the 

ESF, the only matter we are raising is whether audits of the ESF 

should continue to be made by employees who report to the Secretary 

of the Treasury, and who are required to limit the scope of the au

dit in accordance with the directives set forth by the Secretary of 

the Treasury, or whether they should be made by independent audi

tors who would not operate under these limitations. Any reap

praisal of this matter rests with the Congress. 

We want to emphasize that no question is being raj sed regard

ing the Secretary of the ,0 _ _ easury' s authori ty to make deci sions 

that shall be final and binding on other officers of the Government 

and we recognize instances where this type of legislation can be 

justified. W~ ~lave observed that, although enabling legislation 

creating some agencies subsequent to the establishment of the ESF, 
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such as the Urban Renew'al Administration, has provided tha -. the 

t r ansactions entered i nto by t he head of the agency shall be final 

and bi nding on other officers in the Government, the functions of 

these agencies are made subject to review by the Bureau of t he Bud

ge t and the Congress and the General Accounti. ng Office. Under leg

islat ion of thi E type , the General Accounting Office is prec luded 

from stating an exception to a t ransaction anc recovering any funds 

improperly expended; however, it is not precluded from auditing 

such transactions and reporting its findings to the Congress. 

The Secretary of the Treasury was given the broad authority in 

1934 for carrying out the purpose of stabilizing the exchange value 

of the dollar. Since activities are financed by the ESF which were 

not in existence and possibly not contemplated when the ESF was 

created, we believe that these activities should be weighed in a 

current context as to whether they continue to be construed as be

ing within the purpose of the stabilization of the exchange value 

of the dollar as defined in the Gold Reserve Act of 1934, as 

amended, and therefore not subject to what the Treasury refers to 

as "normal budge t , Congressional appropriation and audi t proce

dures." 

Matters for the consideration of the Congress 

The Congress may wish to reappraise or clarify the authority 

given the Secretary of the Treasury pursuant to section 10 of the 

Gold Reserve Act of 1934, as ame .. lded, in the light of the expanded 

activities to which it has been extended. 

In this connection, we believe that the Congress may wish also 

t o consider: 

1. The extent to which international or other activities of 
the Treasury which appear to be only slightly related to 
the stabilization of the exchange value of the dollar, but 
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which are blanketed by the Treasury under the broad au
thority of the Exchange Stabilization Fund, should be 
brought under traditional congressional appropriation and 
control processes and made subject to the Bureau of the 
Budget and General Accounting Office scrutiny. 

2. The desirability of having an independent audit of the Fund 
because, apparently, no such audit has bp~n made since it s 
creation in 1934. 
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COpy 

TREASURY DEPARTMENT 

Washington 

APPENDIX I 

Assistant Secretary 
JUNE 22 1964 

Dear Mr. Meyers: 

This letter will confirm the telephone conversation between 
Mr. William F. Niccloy of the ~ffice of Foreign Buildings and 
Mr. John O. Hally, Acting Assistant General Counsel, Treasury De
partment, with respect to the purchase by Treasury of a house for 
the Financial Attache at the U.S. Embassy, Tokyo. 

It is understood that a representative of the General Account
ing Office has requested the Office of Foreign Buildings to make 
its file with respect to this acquisition available for examina
tion. The purchase of this property was a transaction for the ac
count of, and approved by the Secretary of the Treasury under stat
utory authority (31 U.S.C. 822a) which vests the Secretary with 
exclusive control of the Exchange Stabilization Fund, and provides 
in part that the decisions of the Secretary with respect to the 
operations of the Fund "shall be final and not subject to review by 
any other official of the United States." For this reason, it is 
requested that the Office of Foreign Buildings not make its file 
relating to this matter available to the General Accounting Office 
representative for examination. 

You are advised, however, that because of the interest ex
pressed in this purchase by representatives of the G~neral Account
ing Office in Washington and at the U.S. Embassy in Tokyo, the 
Treasury has sent a letter to the Comptroller General giving, on a 
purely voluntary basis, a resume of the essential facts concerning 
this acquisition. 

Mr. Frank G. Meyers 
Deputy Director 
Office of Foreign Buildings 
Department of State 
Washington 25, D.C. 

Very truly yours, 

/s/ John C. Bullitt 
John C. Bullitt 
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~ 
ASSISTANT SECRETARY 

TREASURY DEPARTMENT 

WASHINGTON 

Dear Mr. Comptroller General: 

JUN 15 1964 

Requests by representatives of your office have rec~ntly been 
made both in Tokyo and at the Treasury in Washington for infonna
tion with respect to the purchase of a residence for the Financial 
Attache, a Treasury employee, stationed at the American Embassy in 
Tokyo. While not required under the terms of Section 10(b) of the 
Gold Reserve Act of 1934, as amended, to provide this information, 
in view of your apparent interest in this transaction, and on a 
strictly voluntary basis, the essential details surrounding the 
decision to purchase this property, and the data pertinent to the 
purchase itself are supplied for your information. 

The house is three years old, of Western deSign, and 1s located 
in an excellent section of Tokyo in the same ~~neral area as the 
Enbassy. The address of the house is "29-9 M1ta, Tsuna-machi, Shiba, 
l<1inato-ku". The lot on which . it is situated has an area of 4,188 
square feet. The house itself has three bedrooms, several maids' 
rooms, and adequate facilities for representational purposes. The 
price being paid is $150,000, two-thirds of which represents the 
cost of the lot, and one-third the cost of the residence. The orig
inal asking price for the lot and improvements was $200,000. Inc l uded 
in the sale are all 'I gas and electri~ fixtures, hot water heaters, 
chandel iers, floor tiles, window screens, shRdes, awnings, ash cans 
and heating and cooling apparatus ... carpeting and draperi e s ': . 

The decision to purchase a permanent residence for the Fi nan
cial Attache was made after l engthy and intensive efforts t o f i nd 
suitabl e quarters on a rental or lea.se basis had failed. No U. S. 
Government owned faci l ities were available on other than a very 
temporary basis, and this unsatisfactory situation had made i t nec 
essary for the Financial Attache and his family to move at least 
seven t imes in a ten nonth period (see the enclosed schedule) . 
Thi s was true even though the Attache had an annual housing allow
ance of $10,000. Adequate housing simply could not be obtai ned 
except at an annual rental in excess of that figure. As you may 
know, the housing situation in Tokyo is probabl y the most acute of 
all t he major capitals in the free worl d, and rentals and pr operty 
values are extremely high. Based on the foresoing , it is estimated 
that the saving which will result t o the United States by the acqui
sition of this residential property wi l l be sufficient t o equal the 
purchase price in fifteen years or l e ss . Thereafter, of course, t he 
advantage to the United States of owning this residence is obvious. 
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In order to resolve the housing problem for our representative, 
he was authorized to explore the possibilities of purchasing a resi
dence, which would not only provide him with living quarters for 
his family, but would henceforth be available for his successors in 
that post. It was agreed by the Embassy representatives who assisted 
the Atta~he in locating the house that it was entirely suitable, in 
view of its location and other features described above, and that 
the price being asked for the property was reasonable, taking into 
consideration the real estate situation in Tokyo. Accordingly, 
authorization was given the Treasury representative to take the 
necessary steps, in strict compliance with procedures applicable 
to the acquisition of real estate abroad, to acquire this property 
in the name of the U.S. Government as a residence for the Financial 
Attache. 

The funds for the purchase were provided from the Exchange 
Stabilization Fund which, as you know, was established pursuant to 
Section lOeb) of the Gold Reserve Act of 1934, as amended, 31 u.s.c. 
8228 (b), and the authority vested in the Secretary of the Treasury 
by that statute was utilized for the acquisition of this property. 
The Financial Attaches are employees of the Office of International 
Affairs in the Office of the Secretary of the Treasury, and the 
costs incurred in maintaining them abroad are a proper charge against 
the portion of th~ Exchange Stabilization Fund allocated for admin
istrat1ve support in connection with the conduct of operations of 
the Fund. 

The HOllorab le 
J os eph Campbell 
CC>r:1ptrol er General 

of the United 0tates 
General Accounting Office 
\-/ashington, D. C. 20548 

Enclosure 

Sincerely yours, 

/Le 6-..aT; 
John C. Bul_itt 
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!.khcuul ~ ot' ~1)Vt.!!.l '·\tl.dc by }o'lnaO'..;la l Attal.!he, Tolty I and Hi :; fo'um U y 
Det..wccn i1uy 6, 1963, u.ud March 13, ]964. 

DaLes 

1 . lifay 6, 1')63 - - J Wle 14, 1963 

2. June .1 ') I ( G 3 - - Jul~' 2d , 1963 

3 · July 29, iSle: - - jeptembe:- 1, 1.963 

1 ~. September 2, 1903 - - 1;(JVdnber , 1% 

6 . January 30, ] ') )4 - - tJtal'-.=h 13, 96J~ 

7. Mar 'h 14, 19)~ - - Present. 
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Resided at 

j zabu Prince Hot..e 1 

Sub-rented furnis rJed house . _t~ 
Aznbu, Happongi 

Various hotels 1 n ami near 
To~.J 

Goverruuent leased house which 
was availabl e only temporarily 

Goverrunent LJwned. hau e on ~bassy 
compound whi ch was also avail
able temporari ly 

Hote l s 1n and near T kyo 

Government owned house on hlmbassy 
compound whi ch is availab l e 
J. o r Occulllincy uy the Fina cial 
Attache nly t mp rar ly 



T.H~ECRETARY 0 ~E TRE A SURY 

WA HINGTON 

JAN 28 1965 

Dear Mr. Campbell: 

APPEN DIX I I I 
Page 1 

I wish to thank you for affording _ an opportunity to camaent 
upc~ your propoaed Report to the Congreas relating to the purchase 
by the Treasury Depart.ent ot a r.aidence tor the Financial Attacbe 
to the American BDbusy in Tokyo. The report raises no question u 
to the propriety ot the purchase by this Department of a residence 
to bouse its otficial. Rather, the illpl lcatloDs ot the report seem 
to be (1) that more tban tair value vaa paid tor the particular 
house invo1.,.,d, and (2) that the houae vu too pretentious for pur
cb&se as a residence tor our present and future F1nancial Attaches 
in Tokyo. That both of thee. iJap11cations are Wlvarranted can be 
demonstrated by the tacts. 

'rbe purchase vas dictated by • n\lllber ot considerations, and 
was baaed essentially upon the tact that land values 1n Tokyo are 
not only extraaely high, but are continuing to rise. The prertoue 
Financial. Attache in To~o reaided in a -.1.1 houae leased tor 
$400 a IIlOnth. Betore leanng Tokyo be vas informed that his rent 
would be increased and in tact shortly atter be lett the property 
was l eased tor $600 per JIOnth, or $1200 per year plus utili ties. 
When the present Attacbe IDOwd to rroQo in early 1963, accaupanied 
by his wife and three amall children, he vas unable u.ediately to 
find suitable housing \Jt any kind. Ris learch was ccmp1icated by 
the fact tbat at about the same t.1ae a large corporation vas IIOving 
frem Yokobaaa to TolQ'o and aeekll18 about tifty houses, at alJnost 
any price, for its employees, tbus making the competition for suit
able Western housing extremely severe. 

Attempts were made to secure government housing or 8overl'Dent
owned land upon which housing could be built, but the State Depart
m nt itself was badly in need of add1 tional bousill8 and no hOUling 

8 available for use by the Trealury. 

In the S\llllDer ot 1963, Amba81ador Reilchauer visited Washington 
and in a discussion of the hOUSing proble. With the Assistant Secretary 
of the Treasury for International Affaire, indicated that he vas 
attempting to obtain additional land in Tokyo. It va. agreed at 
that time that in order to provide suitable housing tor its -uployee, 
the Treasury would p~ a pro rata share ot the cost at add! tional 
land obtained, and would ~ for con8truction of a house. This vas 

reed to be the most econa.1cal and fairest long-range solution to 
the problem. 

No further action vas taken by Trea8ury until, shortly After 
his return t.o Tokyo, Ambassador Reischauer cabled the Secretary of 
State &8 fa lowe: 3 
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"Treasury Assistant ~(;~retary Bullitt with concurrence 
Secy DiLlon has agreed to purchase land and construct house 
for Financial Attache, original Treasury concept based on 
possibility paying for a portion currently held or any new 
FBO property acquisition Tokyo. Embassy has now located 
highly desirable property with excellent 3 bedroom 3 year old 
house for immediate sale. Property 15 min from EmbaBsy and 
completely suitable representation requirements Attache. 
?roperty this area generally valued 300,000 yen per tsubo. 
This rate for 133 tsubo (4,'788 Sq. Ft.) gives fair pro:;>erty 
value $110,000. House centrally heated, soundly constructed 
and worth full $50, 000 by current Tokyo standards. 

"Owner now asking $150,000 after exploratory negotlatlon by 
Dnbassy St.aff. Initial asking price ~OO,OOO. Embassy believes 
any other adequate cClDbination land and suitable house would 
cost in excess this figure. Adams F'BO and Financial Attache 
concur. 

"~bassy uncertain whether such purchase would be by Treasury 
direct or by FBO on behalf of Treasury. In any event, due high 
desirability and excellent value of price Embassy certain delay 
will result in loss purchase opportunity. Request procecural 
instructions and authority sign option. Advise soonest. REISCHAUER II 

By this time the Financial Attache had been in Tokyo for 4 months, 
with his wife and three small Children, with totally unsatisfactory 
housing conditions, having been obliged to move a number of times during 
t hat period, at great personal sacrifice on both his part and that of 
his family and with serious interference in his being able to perfonn 
properly his duties 8S a senior Enbassy official. 

In determining whether to take advantage of the opportunity recommended 
by Ambassador Reisehauer, the Treasury cons~dered the facts that the cost 
of land and suitable housing in Tokyo is extremely high; that according to 
a study conducted in 1962 by the Japan Real Estate Institute, the value of 
residential Land in the six largest cities of Japan increased over 600 
per cent between March, 1955, and March, 1962; that a further substantial 
increase had occurred between 1962 and 1963; that the trend showed no 
signs of lessening; that suitable Western housing was very scarce and in 
great demand; and that in these circumstances it had previously been con
cluded that a purchase of property would be in the long run advantageous. 
The two immediately preceding Financial Attaches in Tokyo, one now a 
Director and the other & Deputy Director, of constituent offices in the 
Office of the Assistant Secretary, were consulted as to their knowledge 
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of the housing situation in Tokyo. There were taken into consideration 
the advantages of owning property which could be used by successive 
FinanciaJ. Attaches (as this property clearly could), eliminating the 
problem of constantly increasing costs, and eltminating also the time and 
effort involved in seeking new housing for each new Attache, with con
sequent advantage not only to the Attaches and to their attention to 
duty, but also to the Administrative Officers of the Embassy. Finally, 
before approving the purchase of the property, the TreaRury requested 
from Ambassado= Reischauer his "personal judgment" on whether the house 
was "inappropriately pretentious for officer of Financial Attache rank." 
knbasBado~ Reischauer replied as follows: 

"Please tell John Bullitt that I don't dare visit proposed 
financial attache house because owner now trying to push up 
price to $180,000 and a visit by me or new would indicate too 
much interest on our part and weaken our bargaining position. 
However, from what I h~ar it is not at all excessive for financial 
attache, being smaller and on smaller land area than Mitsui houses 
[those built on Government-owned land) though somewhat superior 
in interior finishing. In short, it is about size and quulity 
house we assign to officers of roughly same rank as financial attache. 
House can be amortized in 15 yee,rs at allowance rate given Pelikan 
and my feeling is that Treasury would be fortunate to get it at 
$150,000 and should go higher if necessary. REISCHAUER" 

Upon re~eipt of this recommendation fram the Ambassador I approved the 
purchase of this residence. The procedures followed in making the purchase 
were those prescribed in the Foreign Service Manual. 

I remain satisfied that this purchase was in the bp.st interest of the 
United States. My judgment that this purchase should be mad~ was based on 
the information available to me as to the housing situation in Tokyo, the 
statement of Ambassador Reischauer that the house was a fair value for the 
money (in which you will notice that the Tokyo representative of the Foreign 
Buildings Office concurred), and the judgment of Ambassador Reischauer 
that the house was "not at all excessive" for an officer of the rank of 
the Financial Attache. 

In addit~on to these general comments, I should like to comment specifi
cally on certain portions of your report. It is stated in your report that 
"The cost of housing purchased for the Financial Attache in Tokyo was con
siderably higher than the costs of housing provided for other senior officers 
(that is, grade GS-l4 or higher or the equivalent thereof) stationed in 
Tokyo although the housing accammodationc provided for these officers com
pared favorably with the house purchased for the Financil.ll Attache." The 
first paragraph of the following section of the report is to the same effect. 
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As to the value of the property purchased, we can only rely upon 
the information received from Tokyo. In Ambassador Relschauer's cable 
quoted above, it was stated that property in the area 1s generally valued 
at 300 ,000 yen per Taubo, g1 ving a fair land value for the 133 Tsubos 
purchased, of $110,000. Of the $150,000 purchase price, this leaves 
$40,000 paid for the house and furnishings. If a fair value is placed 
upon t.he furnishings, there is left less than $40,000 as the price paid 
for tue house, even though it had a value in Ambassador Rei schauer f 6 

words of "full $50,000 by current Tokyo standards. II The price paid 
certainly compares favorably with the construction costs of the four 
houses bu.llt on government-owned land, stated in your report to have 
been $40,000 and $42,650. The plots of land upon which these houses 
were built were estimated to have values ranging fran $185,000 to 
$210,000. 

With respect to your expressed opinion that the Financial Attache 
was more selective and demanding in obtaining housing than other senior 
officers, thiS, of course, involves a judgment that it is impossible to 
make in Washington. Certainly, prior to receipt of your draft report we 
had no suggestion from any source that this might be the case. The same 
comments apply to the alleged statements by administrative officials in 
the Embassy that many houses shown the Attache vere suitable for his pur
poses. We have no suggestion at all that Ambassador Reischauer shares 
such views. 

With respect to your table showing the costs of leases and utilities 
of "selected" Senior officers in Tokyo, we should like to comment that 
the majority of the officers listed are regional representatives attached 
to the Embassy chiefly for administrative purposes and consequently able 
to live at much greater distances from the &massy. In addition, most of 
them have no representational duties. While the amount of representational 
allowance for the Treasury representative is not large, his activities in 
this area should be extenei ve and are extremely important in my judgment. 

With specific reference to some of those listed, the Chief of the 
Tokyo Office of the FBI lives in a house built for the FBI in a former 
Embassy compound on a long-term lease basis. The Deputy Public Affairs 
Officer resides in a house leased in 1958. The lease on the house formerly 
occupied by the Cultural Affairs Office ot the U.S. Information Service 
expired, and because the rent was to be more than doubled he moved to an 
&nbassy-owned house. The Customs Representative has no family, but lives 
alone in a second floor walk-up apartment. 

To be meaningful this table should list not "selected" officers, but 
officers in the Embassy of comparable rank and having comparable duties 
to those of the Financial Attache and should include a description of their 
housing situations and the costs thereof. For example, we Wlderstand that 
several comparable officials live in the government-built houses referred 
to above, similar in sile to the Treasury bouse, but valued together with 
the land upon which situated at in excess of $200,000. 
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I have noted your comments concerning the Exchange Stabilization 
Fund. Since I have been in office, I have devoted a good deal of per
sonal attention to the operation and management of this Fund. I have 
instituted revised management practices and I am now satisfied that it 
has the best management techniques known. I have had made each year 
an audit of the Fund, copies of which are forwarded to the President 
and to the Congress in accordance with law. I have also given careful 
attention t c the propriety of the activities currently "being financed 
through this Fund, and have concluded that the expenuiture of funds 
for their financing is properly wI thin the purpOSp.s of the Act creating 
the Fund. 

In t he operations of this Fund I, as well as my predecessors, have 
observed meticulously, with the single exception of Japan, the state 
Department regulations on housing allowances for overseas personnel. 
The Exchange Stabilization Fund has not acquired and does not own any 
housing other than the house in Tokyo. The exception made 1n Japan 
to our consistent practice was, as indicated above, because of the 
extremely costly housiug s1 tuation in 'l'okyo with the state Department 
having such problems of its own that it could not assist us with our 
housing problem. 

The Honorable 
Joseph Campbell 
COOlptroller General of the 

United states 
Washington, D. C. 

Sinc erely yow's, 
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EX11{ACT FROM 31 UNITED STATES COD E 82L8 

"822a. Stabiliza t i on of exc hange va lu 8 of dollar; 
stabilizatjon £unu; pa ymE: n t of sub scription to 
Interna tional Monetary Fund; repa yment covered 
into Treasury. 

(a) For the purpose of stah:l. lizing the exchange value of the dollar, 
the Secretary of the Treasury, with the approval of the President, directly 
or through such agencies as he may designa te, is authorized, fo r the ac
count of the fund e~tabli shed in this section, to deal in gold and fo reign 
exchange and such other instruments of c redit and securiti~s as he may 
deem necessary to carry ou t the purpose of tr,is section. An annual audit 
of such fund shall be mad e and a report thereof submitted to the President 
and to the Congress. 

(b) To enable the Secretary of the Trea s ury to carry out the pro
visions of this section there is appropriated, out of the receipts which 
are directed to be covered into the Treasury under section 40Bb of this 
title, the sum of $2,000,000,000, which sum when available shall be 
deposited with the Treasurer of the United States in a stabilization fund 
(hereinafte r called the " f und") under the exclusive control of the Secretary 
of the Treasury, with the ap~roval of the Pres ident, whose decisions shall 
be final and not be subject to review by any other officer of the United 
States. The fund sha 11 be ava j l a ble E >r expendi ture, under the direc tion 
of the Secretary of the Treasury and in his discretion, for a ny purpose 
in connection with carrying out the pruvisions of this section, including 
the investment and r e inve s tme nt ill dir ct obligations of the United States 
of any portions of the fund which the Sec retary of the Trea sury, with the 
approval of the Prt::!sident, may from t ime to time determine are not cur
rently required for s t abilizing the ex hange value of the dollar. Such 
fund shall not be used in any manner where by direct control and custody 
thereof pass from the President and the Secre tary of the Treasury. The 
proceeds of all sales and investmen t s a nd a ll earnings and interest 
accruing under the operations of this section shall be paid into the fund 
and shall be available for the purposes of the f und. 

(c) The Secretary of the Treasury j s direc t ed to use $1,800,000,000 
of the fund es tablished in this section to pay part of the s ubscription 
of the United State s to the Inte rnationa l Nonetary Fund; and any repay
ment thereof shall be covered into the Treasu ry as a misce ll aneous 
receipt.*** II 
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OFFICE OF FOREIGN ASSETS CONTROL 

This of fice \<las established by Tr easury Department Order 128 
(Rev. 1) of October 15, 1962 . It is headed by a Director who reports 
to t he Assi stant Secretary for I nte rna t i ona l Affairs t hrough the Assistant 
to t he Secreta ry ( Nat ional Security Af f airs ). 

The Off ice admi nister s the Foreign As sets Control Regulations 
(31 CFR , Title 31, Ch . V) and the Cuban Asse ts Control Regulations 
(2 8 F . R. 6974). These regula tions b l oc k the assets in the United States 
of Communi s t Ch i na , Nor t h Korea , Cuba , and na tionals thereof, and pro
hibit, except pur suant to l i cense , t r ade and financial transactions on 
behal f of such countries and the ir nationa l s or involving their property. 
Licenses are issued authori zing prohibited transactions which are not 
cons ider ed i nimic a l t o the in te re sts of the United States. The major 
purpose of t he regulations 1. S to prevent the Chinese and Cuban Communist 
authori t ies from utiliz i ng their dollar assets in the United States and 
to preclude t he ac quis i tion by those a ut horities of foreign exchange. 
Thi s of f ice also admin i ste rs the Transac tion Control Regulations which 
prohibit pe r sons in t he Un ited States f rom engaging in certain trans
actions i nvolving the shipmen t of certain s t r ategic merchandise from 
f ore ign count r i es t o Russ i a r othe r Communist Countries. 

The Off ice m in t ains a r epresentative in Hong Kong to assist in 
i mplemen t i ng t he Fore i gn As se ts Contro l Re gula tions. 

. ~ 
OFFICE OF NTERNATIONAL AFFAIRS"-

This offi ce was es t ab lished as a sepa rate administrative unit within 
the Off i ce of t he Se reta ry on Oc tober 15, 1962, by Treasury Department 
Orde r 198 which abo l i shed the Offi ce of In t e rnational Finance. 

TIle Of fic e , headed by a Director who r e port s to the Secretary of 
the Treas ury through the As s istant Secre tary for Inte rna t ional Affairs, 

1 

2 

Sour ce : United St ates Gov r nrne nt Organi za t ion Manua l, 1964, 1965, 

f un 
wer 

page l02Q 

m nt. Cr-i 8r 20_, ted ,Lober 14, 1964 , al l 
onnel 0 the Office of Inter nat ional Af f airs 

AS oist , n Secr et ry or I nternati ona l Af fa irs. 
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consists 'Jf six c onst i tu nt £fices (Balnnc of Payments , Financial Policy 
(;00rclinatioll, Tnt"'l" 1CJ.tional Econ mic Activiti.eu , Industria l Nations, 
Developing Nations ond Latin America), with appropriate supporting staff 
and overs as personnpl. 

'The Offie advi~;es and ( s", ' sts th , S cretary of the Trea.sury and 
other senior . rtment 1 of [1 "ia 1 in th formu l ation Hnd execution of 
policies nd pro..,rams ~"' la t 19 to the r .span P i lities of the Treasury 
Department in the intcrnatior'al economic, financial , and monetary field . 
TIlese res ponsibilities include the Tr asury 's activities in such matters 
as the balanc e of paymellts and go ld outf l ow problems of the United States, 
international monetary and forei gn exc hange problems and agreements, the 
Bre tton Wood s Agrecments Act, and the op ration s of the International 
Monetary Fund and the Inte rna tiona l Bank for Reconstruction and Develop
ment and it s affi ltates, the Inter-American Development Bank, foreign 
lending and ass i stance programs, t he Anglo-American financial agreement, 
the Exchange Stabi lization Fund, and the activities of the Nat ional 
Advisory Connc.'l on Internati nrtl Monetary and Financia l Problems . 

TI1e Of fice rna flS continuing studies of the flow of capl::al funds 
into and 0 t of thc United States and of the international a~counts of 
foreign countries with specia attention to transactions in gold and 
doll rs. I t also studi s the legis la tion and policy of foreign countries 
relating to finan e , go l d and foreign exchange, exchange rates and ex
change controls, and ther relevant matters. 

The Office a. · vises the S cretary on i nternational financ ial aspects 
of matters r si g i n connection ith the Tariff Act and other legislation 
administered ',r the Treasury Depar t me t, as well as on such aspects of 
matters a ri s in o und r l egisla~ 'on administ re yother departments and 
agencies. TIn' ou h ~ l National Adviso y Counc'l he Office assis ts in 
the coordi '1 ion f the act'viti 5 of . S. r pr o:::> nat ives in international 
financial a lld lending institutions with the operations of U. S. Government 
financial institutions and with t br oad financial policies of the Govern
ment. The Office acts for the Treasury on the financial aspects of inter
na tio ill l treaties, agre pments, "'nd organiza ti ons in \olhich the United St ates 
participates. I t a),so pa rt ic'pate s in negotiations with foreign govern
ments regarding matters inc luded within its responsibilities. 

The Office advises Treas lry officials and other Goverument agencies 
concerning exchan e rate c. and other [j nancial pro1:/lerns encountered in 
operations involving foreign ~urrencies. In particular it advises the 
State Department and the Depar trn nt of D fense in financia l matters r e-
lated to their no rma l operations in foreign countries and the specia l 
financ ia l problems ar' sing fl'om d fE:::nse prepa ra tions and military operations. 
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To assist in discharging its responsibilities the Office maintains 
Treasury representati'Jes abroad who act as financial advise r s in the 
diplomatic missions. The Office directs and coordinates their activities. 

SPECIAL ASSISTANT FOR INTERNATI ONAL TAX MATTERS 

The Special Assistant for International Tax Matt r~ is a unit within 
the Office of Assistant Secretary for Tax Policy. \~ith the ass is t anc e 
of economists and attorneys from the Offices of Tax Ana lysis and Tax 
Legislative Counsel, the Special Assistant for Inte rnational Tax Matters 
is responsible for the following: analytical activities relating to 
international tax matters, including those arising unde r tax agreements; 
preparation of legal, economic, and statistical analyses of proposed tax 
legislation affecting international investment, trade, and other activ
ities; participation, with representatives of the State Department, in 
negotiation of treaties with other countries to mitigate the effect of 
double taxation and other tax obstacles to trade and investment; partici
pation in the work of the Fiscal Committee of the Organization for 
Economic Cooperation and Development (OECD); and providing assistance to 
other agencies on tax matters arising at internationa l conferences. 

41 



APPENDIX VI 

Page 1 EXCHANGE STABILIZATl ')N FUND 
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AS CONTAINED IN PRESIDENT'S BUDGET FOR FISCAL YEAR 1965 
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