
B
y P

aul G
. E

dw
ards 

W
ashington Post Staff W

riter 
: A

 fo
rm

er reg
io

n
al d

irecto
r 

O
f the S

m
all B

usiness A
dm

in-
istratio

n
 said

 y
esterd

ay
 th

at 
he delayed reporting evidence 
O

f w
ro

n
g
d
o
in

g
 in

 th
e S

B
A

's 
R

ich
m

o
n
d
 o

ffice b
ecau

se o
f 

a
lle

g
a
tio

n
s th

a
t T

h
o
m

a
s 

K
leppe, national S

B
A

 adm
inis-

frator, "o
r o

th
er h

ig
h
 ag

en
cy

 
officials w

ere involved." 
-.T

he form
er-director, R

ussell 
H

a
m

ilto
n
, to

ld
 th

e
 H

o
u
se

 
S

m
all , B

usiness S
ubcom

m
ittee 

ih
at h

e fin
ally

 g
av

e m
em

o
s 

itto
u
t th

e R
ich

m
o
n
d
 len

d
in

g
 

operation to a deputy adm
inis-

trator of the S
B

A
, L

ouis L
aun, 

W
ith

 th
e u

n
d
erstan

d
in

g
 th

at 
K

leppe w
ould not see them

. 
A

sked by S
ubcom

m
ittee in-

v
estig

ato
r C

u
rtis P

rin
s if th

e 
m

em
o
s co

n
tain

ed
 "serio

u
s 

alleg
atio

n
s ab

o
u
t K

lep
p
e," 

H
am

ilton answ
ered, "Y

es". 
Q

u
estio

n
in

g
 o

f H
am

ilto
n
 

w
as su

sp
en

d
ed

 fo
r th

e d
ay

 
shortly after this response and 
no details of the m

em
os w

ere 
disclosed. H

e w
ill continue his 

testim
ony today. 

In
fo

rm
atio

n
 in

 th
e m

em
o
s 

that H
am

ilton gave L
aun w

as 
turned over to K

leppe the fol-
lo

w
in

g
 d

a
y
, O

c
t. 2

5
, a

n
d
 

K
lep

p
e im

m
ed

iately
 referred

 
th

e
 c

h
a
rg

e
s in

 th
e
m

 to
 th

e
 

Ju
stice D

ep
artm

en
t. In

 an
-

n
o
u
n
cin

g
 th

is actio
n
, K

lep
p
e 

m
ad

e n
o
 m

en
tio

n
 o

f ch
arg

es 
against him

. 
A

n S
B

A
 spokesm

an w
ould 

not com
m

ent on H
am

ilton tes-
itm

o
n
y
 last n

ig
h
t. K

lep
p
e is 

sch
ed

u
led

 to
 testify

 later in
 

th
e h

earin
g
s. 

A
s a resu

lt o
f th

e ch
arg

es, 
T

hom
as R

egan, form
er direc- 

tor of the R
ichm

ond office of 
the S

B
A

, has been suspended 
as a lo

an
 o

fficer an
d
 tem

p
o
-

rarily assigned to W
ashington. 

T
h
e Ju

stice D
ep

artm
en

t h
as 

co
n
firm

ed
 th

at it is co
n
d
u
ct-

ing a crim
inal investigation of 

the R
ichm

ond office. 
In tw

o days of hearings, the 
S

u
b
c
o
m

m
itte

e
 h

a
s h

e
a
rd

 
charges that the R

ichm
ond of-

fice m
ade $11 m

illion in loans 
and lease guarantees to firm

s 
in

 w
h
ich

 R
eg

an
's b

ro
th

er-in
-

law
, Jo

sep
h
 P

alu
m

b
o
, h

ad
 an

 
in

terest, o
r to

 frien
d
s an

d
 in

-
surance clients of P

alum
bo. 

W
hile the focus of the heap 

in
g
s h

as b
een

 o
n
 th

e R
ich

-
m

ond office so far, P
rins told 

the S
ubcom

m
ittee on T

uesday 
that there is evidence of possi-
b
le crim

in
al activ

ity
 o

r lax
 

m
anagem

ent in 22 of S
B

A
's 72 

lending offices. H
e prom

ised a 

A
 3

0
 

Thursday, N
ov. 29,1973 

T
H

E
 W

A
S

H
IN

G
T

O
N

 P
O

S
T

 

fix-D
irector Ties H

igh SBA
 O

fficials to W
rongdoing 

detailed report on these in six istrator, approved a $330,000 
w

eeks. 	
loan in 1971 to P

hoto M
agnetic 

T
h
e S

u
b
co

m
m

ittee is h
o
ld

- S
y
stem

 In
c, o

f B
eth

esd
a, a 

in
g
 u

p
 an

 in
crease in

 - S
B

A
 com

pany partly ow
ned by 

lending authority pending out- 
com

e of its investigations. 	
H

am
 R

entschler, w
ho headed 

P
rins also told the S

ubcom
- P

resident N
ixon's cam

pain in 
m

ittee o
n
 T

u
esd

ay
 th

at H
o
u
se Illin

o
is in

 1
9
6
8
 an

d
 1

9
7
2
. 

in
v
estig

ato
rs h

av
e fo

u
n
d
 ev

i- R
en

tsch
ler recen

tly
 w

as in
-

dence of W
hite H

ouse A
res- dieted on 23 counts of m

aking 
su

re o
n
 th

e S
B

A
 to

 m
ak

e false statem
en

ts to
 fed

erally
 

loans to a political supporter insured banks and to the S
B

A
 

an
d
 to

 sto
p
 an

 in
v
estig

atio
n
 o

f H
am

ilto
n
, w

h
o
 h

ead
ed

 th
e 

crim
in

al activ
ities b

y
 a b

o
r- S

B
A

's m
id

-A
tlan

tic reg
io

n
 u

n
- 

row
er in N

ew
 Y

ork. 	
til N

o
v
. 1

5
, said

 th
e lo

an
 to

 
Y

esterd
ay

, H
am

ilto
n
 to

ld
, P

h
o
to

 M
ag

n
etic S

y
stem

s h
ad

 
the S

u
b
co

m
m

ittee o
f a W

ash
- b

een
 tu

rn
ed

 d
o
w

n
 b

y
 th

e 
in

g
to

n
-o

rd
ered

 lo
an

 to
 an

o
th

er 'W
ash

in
g
to

n
 len

d
in

g
 o

ffice, 
p
o
litical , su

p
p
o
rter o

f P
resi- w

h
ich

 w
as in

 H
am

ilto
n
's re-

dent N
ixon, citing it as an'ex- gion. 

am
ple of how

 national S
B

A
 of- H

e said S
tacio then directed 

ficials bypassed regional, offi- that the loan be m
ade. P

hoto 
cials in som

e cages. 	
M

agnetics has since defaulted 
H

am
ilto

n
 said

 th
at A

n
th

o
n
y
 o

n
 th

e lo
an

, H
am

ilto
n
 said

, 
S

. S
tacio, deputy S

B
A

 adm
in- leaving S

B
A

 w
ith a $287,000 

loss. 	
- 

R
en

tsch
ler also

 h
as serv

ed
 

a
s sp

e
c
ia

l a
d
v
ise

r to
 M

r. 
N

ixon on the N
ational V

olun-
tary

 A
ctio

n
 P

ro
g
ram

 an
d
 w

as 
an unsuccessful candidate for 
the R

epublican nom
ination for 

the U
.S

. S
enate in Illinois. 

H
am

ilton w
as pressed by sev-

eral S
u
b
co

m
m

ittee m
em

b
ers 

to explain w
hy he had turned 

over inform
ation about possi-

b
le w

ro
n
g
d
o
in

g
 in

 th
e R

ich
-

m
ond office to the S

ubcom
m

it-
' tee in

 S
ep

tem
b
er b

efo
re g

iv
-

in
g
 th

e
 in

fo
rm

a
tio

n
 to

 h
is 

S
B

A
 superiors in W

ashington. 
H

e to
ld

 th
e S

u
b
co

m
m

ittee 
th

at h
e felt K

lep
p
e an

d
 o

th
er 

S
B

A
 o

fficials w
ere try

in
g
 to

 
m

o
v
e h

im
 o

u
t o

f th
e reg

io
n
al 

com
m

and so that R
egan could 

have the job. 
H

e recounted how
 he recO

m
-

m
en

d
ed

 th
at  R

eg
an

 b
e re-

m
o
v
ed

 as d
irecto

r in
 R

ich
-

m
o
n
d
 in

 1
9
7
1
 b

u
t w

as o
v
er-

ru
led

 b
y
 K

lep
p
e. 


