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On March 13, 1975, we net vith yvoeu and vour steff zidd discisazed
the results of oar 2uirvey. Al thot (ine ve tere concerned thet ATE
ad not odegquately studied the 2un contrel proble. md develoned a
sonl strategy for inploacating the GOAL
While you ecvod thet our obvervetion may hove Docin vielid vlhen
the prosrant was oriainalls inplenc sted, voo expro-s 21 o ancern Tl
we hod not adeguetoly con fderad the probleas thet ATE wos Tacod vith
wites the GO vas nected or ol we adoagactelde con-tdore U ore recent
actions taken by ATE. Sub cguent to the March 1o wotd v, vt furnished
additione] inforaation for our consideration. "
We Jtive pives careful considerction to o vour osents oand vhile we
~1il1 have sone 1eservatici: about ATEF'. treteoy (o Indslementing the
GCA, we recogniy e that our observetions e based oo o T atted anvey
at one region. linoview of the oowre rtecent daction tabeo o by AL wnioh
you believe covreocied the bao i probleas noted T our susvey, e do ot
plen ot this tine o nabe Gy in=depth yevice of e gul contyol progran
™ or to fermally reoport on thys oattor.
Woe o are, hoveser, providivg you with ar oborvaticns on o
‘ aspect ol the tenacerent of the o contrel progae o ot e Telieae
need- further oo tderative o I swaary, e beliese thet the Burean
should entablish o nore -y cieitatl. appreach Looand Tosw e Tt pro-
cran for baspoy Ul Pirearos o ensees, Botatl o0 cur obsorvation.
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REGULATORY COMPLIANCE MONTTORING SYSTEM
NEEDS A MORE SYSTEMATIC ATTROACH

The objective of the regulatoery compliance monitoring systen is
to insure that licenseces maintain complete and accurate records pere-
taining to (1) the receipt and disposition of fircarms, (1) lawiuluess
of sales, (3) continued gqualification to conduci business, and
{4) adherence 1o fircarrns Taws applicable to the business cowducted,

During a «ompliance iwspection, the inspector will chech  vlos teid
fitearms transac tions aed review records Lo o complionce a0 onrasy,

Tin addition, e w311 verify the vl Jical dnventory and 17 cthe ricity
and eligibility of purcliagers.

The nuaber of complicnce in:zpections made by ATE has Teen 1 iied--
significantly less than its established geals.  ATL offfcials believe
that some liceunsces do 10t reguire the sane degrec of cver-iht

1 others.  To masiaize the cffoctivene=s of St W1 irted v or e s, Ut

agency should, but Gid wor, develop coidelines v st v 0 el
pecple in ecivine priorite in sclhudelire fo-pociren- 101 0 w0 1i0 paees
that are nore lihelv 1o violate the reidr cont of e o0 o0 v v-

lations. Such guidelines should cstabla<h the frequency of conpliaace
inspections of the licenszces and pernit the Durcad 1o Zoivontyate
ihose licensecs that are mest in necd of inspoction.

Currently, the selcction of licensecs for reoview is prinarily left
to the judenent of the Regional Directors.  Nerth Atlantic Regico o Dficaels
told us that a cowpliance progran os such vas not toiug iwplencute i by
ithe region. According to these officials, most complicn~c inve-1iga-
tiens have been conducted incidental to other ATEF activitics 200 as
criminal investigations and not on a scheduled baszis.

A systematic approaclt to compliance inspeciions would reguire ATE
to develop criteria for sclecting licensces for roview and to develop
a data Lasc of its licensces against which this criteria would e applied
in making the actual selections. To develop a selection criteria ATE
needs to identify which types of licensecs are nere suscottible o noj-
compliance with the law or regulations and thus roquire tere frejuent
inspection by ATE.

A first step in developing such criteria would be to analyre the
results of prior compliance review-.  Since 1V70, ATE has iade over
100,000 such reviews. ATE, hovever, hdas not iade any andlvais ot these
reviews to assess the oxtent to vhich licen-ces are conplytinge witi
Federal livearns laws and vegulaticias. 1 analyvrzed, the -o rvevieos shonld
provide sore insight into the extent to which cortain types of Liconaces
are or are not complying with gun avs and regelations.

Another step that could be taben to agssist an developing fnopy ction
criteria would Le 1o obtain better data on how end where crimingd
obtain guns.  The Bureau's principal vescarch effort to Jcterniae oy




and where criminals were wequiring handguns and what could be done to
prevent that acquisition tegan in June 197%, under a project entitled
Project Tdentification or commonly referred to as Project I. The project
wan divided into two phases. During the first phase g seized at the
scene of the criwe were 1o be traced {romn the nanufaecturer or o0, vter

10 the last kuown licenscd dealcer. During the scoomd phase the cuis were
10 be traced from the licensed dealer to the scene of the crime.

The {irst piase was to be accomplished by selcecting aeveral o jor
cities aidd ashing the police depuer Uient 3 cach ity lo s wvive AT 1th
a rist of wll harelooa. sedzcd 0 Sodies 11 U Tt vdile s 0 L e T
period.  The police departacnts vere to provide the name of the vanufaciures
and the <erial nurder or description of cach guin. By telephoac, ATD gu
tracers coentacted wanufacturers ol importers t o identify vhee pry ased
the weapon.  The trace was ther puasued throuch o series of toloriere calls
through dictributors, wholcsaler -, and retatlers, until the lice; o0 desler

thet hiad sold the can te o privete cdtizen el Toon Blennifiod

A nusber of fivoeras 1n this project core wiracoable fon oo weiber
Fosnil L Lont rocords Ty -

i
{

of ressons:  toe old, noe :eri¢l L ber
facturer, niliter - origin or ofher =zim
tragjng. Lach successful trace was classificd as to tabe of S, otality,
type, caliber, barvel lengtly, age, whether or not stolen, and State of lasti
retail source. At the time of our survey lo cities have Leen tespeted {or
study during the {irst phase of the progect. By June 1, 1975, the study
had been completed in 8 cities.

on the tope of gun: vsed, vhether the guns were stolen before enivering the
legitimate market through licensed dealers, and the type of busicssos
naintained by the last licensed deslers.  wVhile this type of dete i~ helpful
to the Bureau in nanaging its farcarns prograng 31 provides Iitile insight

ATF's analysis of study results for the 8§ cities provides inforuation

into the actual acquisition of {ircarns Dy the crinminals wiiless the ¢rivdials
1 ;

acquired fircarms from licensed dealers

The sccond phase was to be accomplished throuoh a sories of per-onal
contacts by ATEF investigators stoaiting with the private citizon v
purchased the pgun from the last Tnown retail outlet and tracing the pun
to the scene of the crime.  We have been cavised by an Al head jortors
of f1cial 10 June 1975 thao little progress had been made in Giple wonting
he second plase of Project 1oand that the Bureau has ne tirs plaa-s for
completing the project. Some (iret pliase coses were traced thron s the
second phase but only as part of ATF's onpeang ao~istarce to State and
Jocal law enforcencnt officials.

ATE did trace a small number of gune snbtted under the it pha-e
1 those cases haeving a high Federal enforcernent intere ot, bt 1=t punes

1
lar foctors which nrecludl 0 snccesstal
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which were traced from retail outlet to the orime were traced by State
and local officials.  None of these traces were a part of or a sanple of
cases which could be construed as second phase work.

If the Burcau had beiter data on hew and where criminals obtain guns
it could nake a wuch more judicious deteraeination on

—-=wlhiere regulatory enforcement inspectors are necded nost,

—~low in-deptlh regulatory inspections need to be to assure
Buivau that violutions of the Pederal fircaras lavs ave ot

ocourred,

—=hcw often licensces should Le inspolied or need to e inspes ted to

assure conpbliance, and

-—1i{ certain type of 1icensce 1& nerce oisocpt
or purpescly diverting firvearas o0 ciatiel w0, T w0, L pre.
catticvinlily, o asdre i Buvead coule ~uo.0=1 oi e jLive Ui Diociteew
1o take. TFor exarple, better socursty ey to o noed ol 18 thel t 1= o
major source of guins or stricter icestificaticn ayv o be necacloaf

criminals are purchasing cuns theo-elves.

Need for selectivity criteria

was previously recospized

A 1971 internald audit report prepared by the Internel Revenue Service
(IRS) identified the need for establishing a selection critevia lor con
pliance investigation. The reporti statcd in parts

"There are no uniform requirencuts for sclectiug
dealers {for a compliance revic.-=Prescnt procedures
do net provide a mean. to detoriiine voluwe or type
of dealer transactions by wiidch an informed selection
can be made."

The report suggested developing a grading svstew for licensces to

determine Complian;: investigation frequency. The grading syster, baseod
essentially on a risk factor, would include ihe {ollowing factors:
-~volune and type of guns <old;
-=location (phetto vs. hunting area);
~~type of management (responsibility factor);

—=type of customers (business, law cuforcement, cto.); and

—=rpaniagement attitude (Ccooperativeness).
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The Dirtector of ATE, acting upon the IRS reconnendation, i« ued o
memoranduw in June 1070, which vwould have establiiched o dewler closnifio ae-
tion system.  Altbovgh the progran cutdined by the Director did o
fully incorporate the IRS recommrelations, 10 did atteo o to ol wily

eyl ddapes feor o0 T g torst poest s of due

volume dealers to be inspected mere frequentlve The Dito tor roconniood
two Inmediate obstaecles to the implaiiontation ol 1he progrens

~=inmwlequate =taflfing to mectl progran necds; and

declers pooerally according to sales velune, with provicion tor Bigher
not bedng corpeotiito vith dealer Toration.
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ATPU - el S to Tnepect caddy Lrcen~oe o0 0 ovey, U .o
coal was ot Daced on o oa thereuneh tulby 7t fivoars< 10 1. N

Their obstactos vore never oaorcoree amlb 1he pProgre oolbes et e |

ratlicr on the agencvis oxpericnce in the repulation of o1 o1 o bt ca o

products.

The nusber of complianse inspeations perforscd has been s1onificantly

less than AfF's coale Toocet 1ts peal ATE shoula anns 1111; Toieg o Uoabond
onc-third f its licensces.  ATE, however, only dazpectsl froo oo
According o ATE f ls, the agency has not Teen arle o et 10 el

percent of it licensces nLﬂl]Udll‘_\ furing the period {ro- J‘ Tty o b 10T, ,
b I
of inspecting }_qunsccs 'w-rau.:o of Jindted manpover.

3
than in 1070, GCAT. first full year of implerantation. Tods 0o derease

The nunber of coapliance Jnspections porfoeorood in 10774 wa- 5,000 Jos,
in the nurmbor of dnspections occurred while the wumber of Licon ces ancreased

by oabout 15,000
COMPLTANCL INSTIOCTIONS 177 i Taet o7t

coapliancc Numler of licen-ces

Fiscal Year inspo:liwm. Iio o rweos iy ted

Number of Per-ontape of

1970 21,007 13N, 803 I
1971 22, 6o T Lo,

1072 31, 1o 147,000 L1

1973 lu}n\!% Tdn, 000 1oy,
1074 15,751 156,445 1.1
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N ATE has not determined, bas~cd on enpirical data, the extent to which |
N ity licensces need inspection.  The number of ATH's conpliance inspections N
HW‘ is limited and ray not be adeguete to instse thaet licensces arce Jenplying W
HH‘HHH with Feoderal firvcarms laws and sepulatices.  Hovever, without sotia HHHH
\W& standards or criteria it is Jdifrficult to cvaluate the offcectivences of | W
WH the compliance program. ‘W
N |
Wm There is e planned or sys-tematic approach to dupleenting o W
N Cooplianie progro. and therefore therc 1o Lo assurande Lot the oocnoy s n
WM resources are nitlized rost effcctively. W
\‘\‘\‘\‘\‘\‘\‘\‘\‘\‘\‘ Rocomeina i o Lo the Dircctor o ATF | \‘\‘\‘\‘\‘\‘\‘\‘
WW We recommend that ATl establish a <ystenatic approccl to inplonenting W
Il Pt cueplianze progres e I
i . _ X . 0
N ~=Developing ithe information HOCQ Al to assess the f5iens N
. to which verious tvpes of Federal 14 ne licensco |
\\\\\\W necd corplisice inspactions \\\W
NW | -=Developing criteria for selecting licensees for corgpliance W
MW L inspection which give priority in ~cheduling to thoese lifeniees W
HW‘ that are more likely to viclate the Federal firvearns la, - il W
A R I
i - i
N I
WN‘ We appreciate the cooperation given to our represchitatives Jdaring Hm
Wm this curvev. We vould appreciate being advised of any acticns plenoed HW
Wm or taken with respoct to the matters discussed in this report. ‘W
N |
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UNITED STATES GENERAL ACCOUNTING OFFICE m WW %RW %

WASHINGTON, D.C. 20548

GEMNERAL GOVERNMENT

0CT 311975

The Honorable Rex D. Davis
Director, Bureau of Alcohoel, Tobaceoo -
and Fircarms

Dear Mr. Davis:

We have made a survey of the Burcau of Alcohel, Tobalco wnd
Fircarms' (ATF) practices and prozedures for implenenting Title I
of the Gun Control Act of 1968 (GCA).

W examined ATT's crisivel enforcesent and reoalatory onfor crent
activities and the probleng faced 1u cutoroing the Federal tfircarns
laws and regulations. e nade cur survey prinarily at tre Vashington,
D.C., headquarters and the ATEF North-Atlantic Regivenel Qifice in

New York.

On March 13, 1975, we met with vou and your staff and discussed
the results of our survey. Al that tine we were concerned thuat ATF -
had not adequately studied the gun control problem and developed a
sound strategy for implementing the GCA.

While you agrzed that our observation may have been valid when
the program was originally inplenented, you expressed a concern thet
we had not adequately considered the problems that ATF was faced with
when the GCA was enacted nor had we adcquately considered wore recent

actions taken by ATF. Subsequent to the March 13 weeting, you furnished
additional information for our consideration. A

We have given careful consideration to your comments and while we
still have some reservations about ATEF's strategy for implementing the
GCA, we vecognize that our observaticns are based cn a limited survey
at one region. In view of the noere rccent actions taken by ATF which
you believe corrected the basic problems neted in our sucvey, we Jdo not
plan at this time to make an in=depth review of the gun control program
or to formally report on this matter.

We are, however, providing you with our obscrvations ont oie
aspect of the management of the gun control progranm which we believe
needs further censideration. In summary, we believe that the Bureau
should establish a more svstlematic approach to inplewenting its pro-
gram {or inspecting fircarms licensces. Details of our observations
follows.

ﬂwﬁg/w 9335
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REGULATORY COMPLIANCE MONITORING SYSTEM
NEEDS A MORE SYSTEMATIC APPROACH

The objective of the regulatery compliance monitoring system 18
to insure that licensees maintain complete and accurate records per-
taining to (1) the receipt and disposition of firearms, (2) lawfulness
of sales, (3) continued qualification to conduct business, and
(4) adherence to firearms laws applicable to the business conducted.
During a compliance inspection, the inspector will check selected
{irearms transactions and review records for compliance and atcuracy.
In addition, he will verify the physical inventery and the authenticity
and eligibility of purchasers.

The number of compliance inspections made by ATF has bteen linited--
significantly less than its established goals. ATF officials believe
that some licensees do not require the sane degrce of oversight as
others. To maximize the effectiveness of its limited resourcaes, the
agency should, but did nct, develep guidelines to assi~t its tield
people in giving priority in scheduling inspectinns to those licensees
that are more likely to violate the regquirenents of the act or regu-
lations. Such guidelines should establish the frequency of compliance
inspections of the licensees and permit the Bureau to concentrate on
those licensees that are most in need of inspection.

Currently, the selection of licensees for review is primarily left
to the judgment of the Regional Directors. North Atlantic Region officials
told us that a compliance program as such was not being implemented by
the region. According to these officials, most compliance investiga=
tions have been conducted incidental to other ATF activities such as
criminal investigations and not on a scheduled basis.

A systematic approach to compliance inspections would require ATF
to develop criteria for selecting licensees for review and to develop
a data base of its licensees against which this criteria would be applied
in making the actual selections. To develop a selection criteria ATF
needs to identify which types of licensees are more susceptible to non-
compliance with the law or regulations and thus require more frequent
inspection by ATF.

A first step in developing such criteria would be to analyze the
results of prior compliance reviews. Since 1970, ATF has made over
100,000 such reviews. ATF, however, has not made any analysis ot these
reviews to assess the extent to which licensees are complying with
Federal firearms laws and regulations. If analyzed, these reviews should
provide some insight into the extent to which certain types of licensees
are or are not complying with gun laws and regulations.

Another step that could be taken to assist in developing inspection
criteria would be to obtain better data on how and where criminals
obtain guns. The Bureau's principal research effort to deternine how

o
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and where criminals were acquiring handguns and what could be done to
prevent that acquisition began in June 1973, under a project entitled
Project Identification or commonly referred to as Project I. The project
was divided into two phases. During the first phase guns scized at the
scene of the crime were to be traced from the manufacturer or importer

to the last known licensed dealer. During the second phase the guns were
to be traced from the licensed dealer to the scene of the crime.

The first phase was to be accomplished by selecting several nmajor
cities and asking the police department in each city to pruvide AP s+ ith
a list of all handguns seized in connecilca Lith Ccrines during o Siaveln
period. The police departments were to provide the name of the nanufacturer
and the serial number or description of each gun. By telephone, ATF gun
tracers contacted manufacturers and importers to identify vwhe pur hased
the weapon. The trace was then pursued through a series of telephune calls
through distributors, wholesalers, and retailers, until the licensed dealer
that had seold the gun to a private citizen had been identified.

A number of firearms in this project were untiraceable for anv nuiiber
n{ reasons: too old, no serial number, insufficient records.bv the sanu-
facturer, militarv origin or other similar factors which precluded <uccessful
tracing. Each successful trace was classiiied as to make of gun, quality,
type, caliber, barrel length, age, whether or not stolen, and State of last
retail source. At the time of our survev 16 cities have been targeted for
study during the first phase of the project. By June 1, 1973, the study
had been completed in 8 cities.

ATF's analysis of study results for the 8 cities provides information
on the tvpe of guns used, whether the guns were stolen before entering the
legitimate market through licensed dealers, and the type of businesses
maintained by the last licensed dealers. While this type of data is helpful
to the Bureau in managing its firearms program, it provides little insight
into the actual acquisition of firearms by the criminals unless the criminals
acquired firearms from licensed dealers.

The second phase was to be accomplished through a series of personal
contacts by ATF investigators starting with the private citizen who
purchased the gun {from the last known retail outlet and tracing the gun
to the scene of the crime. We have been advised by an ATr hecadguarters
of ficial in June 1975 that little progress had been made in implenienting
the second phase of Project I and that the Bureau has no {irn pluns for
completing the project. Some {irsi phase cases were traced through the
second phase but only as part of ATF's ongoing assistance to State  and
local law enforcement of{icials.

ATF did trace a small number of guns submitted under the {irst phase
in those cases having a high Federal enforcement intevest, but most: guns
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which were traced from retail outlet to the crime were traced by State
and local officials. None of these traces were a part of or a sample of
cases which could be construed as second phase work.

If the Bureau had better data on how and where criminals obtain guns
it could make a much more judicious determination on

--where regulatory enforcement inspectors are needed most,

--how in-depth regulatory inspections nced to be to assure the
Bureau that violations of the Federal firearms laws have not
occurred,

-~how often licensees should be inspected or need to be inspected to
assure compliance, and

-=1i{ certain type of licensee is more susceptible to accidentally
or purposely diverting firearms to criminaels and, if ~o, what pre-
cautioning measure the Burcau could suggest ovr reguire the liceitsec
to take. For example, better security nay Le nceded 1if theit is
ma jor source of guns or stricter identification may be neeaed if
criminals are purchasing guns thenselves.

o

Need for selectivity criteria
was previously recognized

A 1971 internal audit report prepared by the Internal Revenue Service
(IRS) identified the need for establishing a selection criteria for com-
— pliance investigation. The report stated in part:

f

"There are no uniform requirements for selecting
dealers for a compliance revicw-~Present procedures
do not provide a means to determine volume or type
of dealer transactions by which an informed selection
can be made."

The report suggested developing a grading system for licensces to
determine compliance investigation frequency. The grading system, base
essentially on a risk factor, would include the following factlors:

o

-=volume and type of guns sold;

-=location {ghetto vs. hunting areal;

==type of management (responsibility factor);

-=type of customers (business, law enforcement, etc.); and

==management attitude (coopcrativeness).

L
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The Director of ATF, acting upon the IRS recommendation, iszued o
memorandum in June 1972, which would have established a dealer classifica-
tion system. Although the program ocutlined by the Director did net
fully incorporate the IRS recommendations, it did attenpt to classify
dealers generally according teo sales velune, with provision for higher
volume dealers to be inspected more frequently. The Director recognized
two immediate obstacles to the implementation of the programs

--inadequate staffing to meet program needs; and

—=geugraphic dispersion of inzpectors! pests of dute
not being compatible with Jdealer location.

Their obstacles were never overcome and the prograt has et 1o o
implemented.

Linited ¢ »orace of the (ircarns
industry throuxh coaplidice inspoctions

ATF'= goal i3 to inspect cach licensce orce every ihrce voas -, This
goal was not based on a thorough studv of the firearms inditee, oo
rather on the agency's experience in the regulation of alcchel aod L bacoo
products.

The number of compliance inspections performed has been significantly
less than ATF's goal. To weet its goal ATF should aniually inspect about
one—third of its licensees. ATF, however, only inspected frum 10 te 21
percent of its licensees annually during the period from 1970 thronzh 1074,
According to ATF officials, the agencv has not been able to meet itz uoal
of inspecting licensees because of limited manpower.,

The number of compliance inspections performed in 1974 was 5,300 less
than in 1970, GCA's first full yvear of implerentation. This Ju% Jdecrease
in the number of inspections occurred while the number of licensees increased
by about 18,000. '

COMPLIANCE INSPECTIONS FV 1270-127.1

Number of Percentage of

compliance Number of licensces

Fiscal Year inspections licensces insporcted
1970 21,207 138,865 15.3
1971 23,084 144,548 lo.4
1972 31,104 147,026 21.2
1973 16,003 148,000 10.3
1974 15,751 150,443 1.1
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Conclusions
"

ATF has not determined, based on empirical data, the extent 1o which
its licensees need inspection. The nunmber of ATF's compliance inspections
is limited and may not be adequate to insure that licensces are conplying
with Federal fircarms laws and regulations. However, without sound
standards or criteria it is difficult to evaluate the effectiveness of
the compliance program.

There is no planned or systematic approach to imploiienting the
‘compliance progran and thercefore there i~ no assurance that the sgency's

resources are utilized most effectively.

Recommendations to the Director of ATF

We recommend that ATF establish a systematic approach to irplenenting
its compliance progran byv:

he extent

~-Developing the information necessary to assess t
licensee

to which various types of Federal firearums
need compliance inspections,

0]
o

--Developing criteria for selecting licensees for compliance
inspection which give priority in scheduling to those licensees
that are more likely to violate the Federal firearms laws and
regulations.

We appreciatc the cooperation given to our representatives during
this survey. We would appreciate being advised of any actions planned
- or taken with respect to the matters discussed in this report.

Sincerely yours,

.
U tine o e L

Assistant Director
General Government Division
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