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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

DIGEST __---- 

WHY THE REVIEW WAS MADE 

GAO made thl s review because of 
continuing congressional Interest 
and concern regarding U S active- 
ties and involvement in Cambodia 

After U S troops attacked communist 
military bases in Cambodia during 
April 1970, the Congress prohlblted 
U S combat troops and advisors from 
entering that country and llmlted 
expenditures and the number of U S 
executive branch employees there 

In July 1973 the Congress also 
terminated U S air combat opera- 
tions over Cambodia as of August 15 

Goals and ObJectives of U S eco- 
nomlc and military assistance pro- 
grams in Cambodia have been related 
to the mllltary effort in Indochina 
The United States provided $516 mil- 
lion in military assistance and 
$216 mllllon in economic assistance 
to Cambodia during fiscal years 
1970-73 (See pp 21 and 40 ) 
These figures do not include the 
cost of combat air operations 

FINDINGS AND CONCLUSIONS 

Problems existed concerning compli- 
ance with the congressional restric- 
tions Management deflclencles 
impaired the effectiveness and ef- 
ficiency of U S assistance 

U S ASSISTANCE TO THE KHMER 
REPUBLIC (CAMBODIA) 
Departments of State and Defense 
Agency for International Development 
B-169832 

LegzsZatzve restrzctzons 

--Not all costs of U S activities 
in Cambodia were reported to the 
Congress, even though reports of 
U S expenditures were prepared 
in compliance with the legisla- 
tion (See pp 13 to 17 ) 

--Military Equipment Delivery Team 
members were not assigned as 
advisors to Cambodian combat 
units, but they were acting beyond 
their primary function of auditing 
equipment dellverles (See pp 10 
to 12 ) 

Eeonomc ass?stance 

--$180 mllllon requested for eco- 
nomic assistance In fiscal years 
1971 and 1972 greatly exceeded the 
level the Cambodian economy ab- 
sorbed effectively due to the slow 
arrival of the commodltles financed 
(See pp 21 to 28 ) 

--Cambodian tax poll cles delayed the 
movement into the economy of some 
commodltles financed by the Agency 
for International Development 
(AID) (See pp 27 and 28 ) 

--AID approved procurement of some 
commodltl es of questionable neces- 
sity to a war economy, then, as a 
result of congressional inquiry, it 
canceled them (See pp 29 and 30 
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-AID financed commodltles for public 
sector proJects, such as floating 
bridges, without evaluating Cambo- 
dia's capability to use or maintain 
them effectively AID provided 
some roadbuilding equipment that 
another country had also provided 
(See pp 30 to 32 ) 

--The United States contributed 1t.s 
full share of the 1972 pledge to 
the Cambodian Exchange Support 
Fund, even though other countries 
falled to provide matching amounts 
as intended (See pp 34 and 35 ) 

MzZztary asszstance 

Procedures for receipt, transfer, 
and maintenance of equipment after 
turnover to Cambodia were inadequate 
during 1971 and 1972 Management of 
the ammunltlon program also was de- 
flcient By 1973, considerable im- 
provements had been made, or were 
planned, in each of these areas, 
even so, equipment accountablllty 
still needed attention (See 
pp 39 and 43 to 51 ) 

Other problems were 

--The Military Equipment Delivery 
Team did not cancel a $1 4 mllllon 
requisition for construction 
equipment after It knew AID had 
provided the same equipment to 
satisfy the requirement (See 
pp 51 and 53 ) 

--Department of Defense auditors 
reported that Cambodian military 
personnel had Improperly pur- 
chased a slgnlflcant amount of 
U S mllltary equipment from the 
Republic of Vietnam (See pp 53 
and 54 ) 

Phantom troops 

---- United States and Cambodian Govern- 
ment officials acknowledge that 

payments were made for as many as 
100,000 Cambodian troops that did 
not exist As of June 1973, the 
problem had not been fully elimi- 
nated, and its extent was unknown 
GAO estimates that for January 1973 
phantom troop pay was the equivalent 
of nearly $1 million (See pp 55 
and 56 > 

Purchase of AustraZwn trucks 

SIX hundred Australian trucks, 100 
trailers, and associated material 
valued at $5 6 mllllon were pur- 
chased for clvlllan purposes, but 
350 of the trucks were assigned to 
the Cambodian military This off- 
shore procurement created a com- 
placated spare parts support prob- 
lem (See pp 56 to 58 ) 

REC'OMMJ??NDATIONS OR SUGGESTIONS 

Because the Congress has been con- 
cerned about the extent of U S in- 
volvement, GAO 1s recommending that 
the Secretaries of State and Defense 
fully inform the Congress of the type 
and organlzatlonal level of advisory 
assistance provided to the Cambodian 
mllltary (See p 19 ) 

Although reported expenditures for 
fiscal year 1972 did not exceed the 
dollar llmlt, GAO believes the re- 
port should be accurate and is there- 
fore recommending that the Secretary 
of State apply and report all costs 
against the dollar llmlt, lncludlng 
those funded outslde the Foreign 
Assistance Act and Public Law 480 
(See p 20 ) 

The Admlnlstrator of AID should re- 
assess the need for economic assist- 
ance ln the amounts requested by con- 
sidering Cambodia's ability to absorb 
and effectively use that assistance 
and the amount needed to maintain 
economic and polltlcal stability 
(See p 38 ) 
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The Secretary of Defense should have 
the Military Equipment Delivery Team 
continue to encourage the Cambodian 
military to further improve its 
management of equipment and material 
supported by the mllltary assistance 
program (See p 58 ) 

The United States should continue to 
press the Cambodian Government to 
correct the phantom troop problem 
(See p 58 ) 

As to the improper sales of equip- 
ment by Vietnamese troops to Cam- 
bodian troops, the Secretary of 
Defense should have the Military 
Equipment Delivery Team 

--Take action to identify all U S 
military equipment illicitly 
purchased and eliminate an equal 
number of end items from the 
military assistance program 
(See p 59 ) 

--Include all llllcltly purchased 
equipment in the tables of or- 
ganization and equipment of 
Cambodian military units if the 
equipment satisfied valid re- 
quirements and then program to 
provide logistical support 
(See p 59 ) 

As to the procurement of trucks from 
Australia the Secretary of Defense 
should 

--Have the Military Equipment Deliv- 
ery Team adJust the tables of or- 
ganization and equipment to show 
those trucks being used for mill- 
tary purposes (See p 59 ) 

--Require that follow-on spare parts 
be obtained from U-S sources to 
the extent possible (See p 59 ) 

AGENCY ACTIONS AND UNRESOLVED ISSUES 

The Department of State said that It 
does not belleve that the Military 
Equipment Delivery Team 1s perform- 
ing advisory functions which conflict 
with legislative restrlctlons The 
Department agreed that a fuller re- 
port of costs to be counted against 
the congressional dollar limit should 
be provided, noting that some aspects, 
such as accurate valuation of excess 
material, were difficult AID agreed 
that certain administrative costs were 
not being reported but believed that 
they should not be (See pp 18 
and 19 ) 

Concede ng that the economic assist- 
ance program had a slow start, AID 
said the program has reached its 
operating momentum (See p 24 ) 

Department of Defense comments on 
this report were received on 
September 7, 1973, after final 
processing of the report had 
begun The Department's comments-- 
contained in append1 x IV--did not 
present any new information re- 
quiring substantive change in the 
report or modifications of GAO 
positions. 

itUTTERS FOR CONSIDERATION 
BY THE CONGRESS 

GAO believes this report will assist 
the Congress in monitoring assist- 
ance to Cambodia It 1s recommending 
that the executive agencies more 
fully inform the Congress of the 
type and organizational level of 
advisory assistance provided to 
the Cambodian military and provide 
more complete reports on expenditures 
for all assistance-related activities 
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CHAPTER 1 

INTRODUCTION 

On January 28, 1971, the ChaIrman, Senate Commlttee on 
Foreign Relations, United States Senate, requested that GAO 
closely watch the military and economic aid programs In 
Cambodia The Chairman stated that the Committee was con- 
cerned over the worsening sltuatlon in Cambodia and feared 
that the large mllltary and economic aId programs being lnl- 
tlated would involve the United States more deeply In re- 
sponse to the Chairman's request, GAO issued a report to 
the Committee, "Assistance to the Khmer Republic (Cambodia)" 
(B-169832, Nov 26, 1971), based on work done during the 
early stages of the Cambodia assistance programs 

We made this review because of continuing congressronal 
interest in U S actlvltles and involvement In Cambodia 

BACKGROUND 

U S assistance to Cambodia during 1955-63 amounted 
to $309 6 mllllon In economic assistance and $83 7 mllllon 
in military assistance This assistance was devoted to re- 
pairing physical damage resulting from hostllltles In Indo- 
china, reestabllshlng and supporting military forces to 
maintain internal security, stablllzlng the economy, and 
expanding capital facllltles needed to stimulate economic 
growth The assistance programs were ended in 1963 at the 
request of the Cambodian Government In May 1965 Cambodia 
broke dlplomatlc relations with the United States Rela- 
tions were restored on July 2, 1969, at which time the 
United States had no intention of resuming the previous types 
of assistance 

On March 18, 1970, the National Assembly and the 
Council of the Kingdom voted unanimously to dlsmlss Prince 
Slhanouk as Chief of State (The monarchy was formally 
abolished and Cambodia was proclaimed the Khmer Republic on 
October 9, 1970 ) Also during March, North Vietnamese and 
Vlet Cong Forces began moving toward the Interior of Cam- 
bodia, and In April 1970 the Cambodian Government appealed 
for aid to all countries with which It had dlplomatlc rela- 
tions The United States lmmedlately provided the Cambodians 
with captured small arms, ammunition, and miscellaneous 
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personal equipment On vay 21, 1970, a Presldentlal deter- 
mlnatlon authorized military assistance for Cambodia, effec- 
tive April 22, 1970, this began the current U S assistance 
programs to Cambodia 

During fiscal years 1970-73, the Unlted States pro- 
vlded $516 mllllon In mllltary assistance and $216 million 
In economic assistance to Cambodia In addition to these 
funds, other costs which we were unable to determine were 
incurred for actlvltles in, or on behalf of, Cambodia This 
addltlonal U S assistance 1s discussed in chapter 2 

U S GOALS AND OBJECTIVES 

In appearing before the House Committee on Foreign 
Affairs late In 1970, the Secretary of State set forth the 
basic U S ob-jectives in Cambodia as assisting Vietnamization 
and protecting the withdrawal of U S troops from Vietnam 
An addltlonal objective was to implement the Nixon doctrine 
principles that (1) each country has primary responslblllty 
for its own defense, (2) threatened countries obtain asslst- 
ante from regional friends, and (3) U S support takes the X 
form of mllltary and economic assistance. 

Because of the Senate Committee on Foreign Relations' 
concern over large mllltary and economic assistance programs 
for Cambodia, the Foreign Assistance Act of 1971 authorized 
such assistance but stated that this should not be construed 
asaUS commitment for Cambodia's defense. 

STRATEGY USED TO ACHIEVE 
U S GOALS AND OBJECTIVES 

U S policy for pursuing llmlted goals and obJectlves 
evolved as follows 

--There would be no U S ground combat personnel In 
Cambodia and no U S advlsors for Cambodian units 

--Air mlsslons would be flown against enemy supplies 
and personnel posing potential threats to South Vlet- 
nam 

--Mllltary and economic assistance would be provided 
to the Cambodian Government 
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--The United States would encourage other countries 
of the region to give dlplomatlc assistance 

--The United States would encourage and support the 
efforts of third countries which wished to furnish 
troops or material 

In implementing U S military assistance policy, an 
austere plan was developed to provide light infantry equip- 
ment, light artillery, unsophlstlcated aircraft, and a mini- 
mum of heavy equipment Several management problems were 
impairing the efflclency and effectiveness of this effort 
(See ch 4 ) We were unable to fully evaluate the management 
of the program because of problems In obtaining access to 
official documents and records (See app 1 1 

The economic assistance program was developed to help 
Cambodia maintain polltlcal stablllty by preventing abnormal 
economic dlslocatlons and reductions in llvlng standards 
caused by the war In accordance with the llmlted U S ob- 
jectives, the program had the short-term goal of provldlng 
financial assistance to temporarily support the Cambodian 
economy Long-term programs, such as economic development 
assistance, were not planned at that time. It has since 
been proposed that the United States will include Cambodia 
in Its Indochina reconstruction program (See ch 3 ) 

SCOPE OF REVIEW 

Our review covered U S involvement In Cambodia from 
April 1970--when the current assistance programs began-- 
through mid-1973 We reviewed the economic and mllltary 
assistance programs and compliance with congressional limits 
Mayor emphasis was on whether the programs developed for 
achlevlng U S goals and oblectlves were appropriate and ef- 
fective and whether the programs were being efficiently 
managed We did not evaluate expenditures for U S air com- 
bat operations in Cambodia or costs to the United States for 
Vietnam Armed Forces operations in Cambodia because these 
costs had been speclflcally excluded frosn the personnel and 
dollar llmlts imposed by the Congress 

We did our lnltlal work In Cambodia and Vietnam from 
February through May 1972, prlmarlly at the American Embassy 
In Phnom Penh and at Mllltary Equipment Dellvery Team (MEDT) 

8 



locations in Cambodia and Vietnam In February and again 
In May 1973, we did some followup work in Cambodia In 
WashIngton we worked at the Departments of State and Defense 
and at the Agency for International Development (AID) We 
examined program documents, reports, and other pertinent 
records made available to us at U S agencies vlslted and 
discussed relevant matters with U S offlclals in Washington 
and Cambodia 
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CHAPTER 2 

LEGISLATIVE LIMITATIONS IMPOSED ON 

ASSISTANCE TO CAMBODIA 

Since U S assistance to Cambodia was resumed in April 
1970, the Congress has been deeply concerned that a Vletnam- 
type situation might develop This concern was heightened 
by the authorlzatlon of $108 9 mllllon In assistance through 
a series of Presidential determinations before the Congress 
was given the opportunity to act on a request for assistance 
The Congress therefore llmlted U S assistance and lnvolve- 
ment 

The llmlts included (1) a prohlbltlon against lntroduc- 
lng combat troops, (2) a restrlctlon against using advisors 
for the military in Cambodia, (3) a dollar celling of 
$341 mllllon for U S expenditures in, to, for, or on behalf 
of Cambodia for fiscal year 1972, and (4) a celling of 200 
American and 85 third-country national executive branch em- 
ployees in the country On July 1, 1973, the Congress placed 
an addltlonal restrlctlon on U S. actlvltles In Cambodia when 
it terminated all al-r combat operations in Indochina, effec- 
tive August 15 Air 
that date 

We found that 

--Although MEDT 
dlan mllltary 
verifying and 
equipment 

strikes were reported to have ceased on 

advisors had not been assigned to Cambo- 
units, MEDT engaged in actlvltles beyond 
monltorlng deliveries of supplies and 

--Although reported expenditures lndlcate the dollar 
celling was not exceeded, an adequate system has not 
been established to insure all costs are reported 
An adequate reporting system 1s important to comply 
with leglslatlve requirements 

--A system has been establlshed to account for the number 
of employees against the personnel celling 
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RESTRICTIONS AGAINST MILITARY ADVISORS 

In December 1970 the Secretary of State testlfled before 
the Senate Committee on Foreign Relations that 

"We have attempted In every way possible to keep 
our presence small In Cambodia * * * We do not In- 
tend to have a MAAG [Military Assistance Advisory 
Group] or an aid mlsslon We will have to have, 
obviously because the statute requires It, some 
personnel to monitor and supervise the delivery of 
goods We do not intend to use military advisers 
We do not intend to move In that dlrectlon 'I 

On January 20, 1971, the Secretary of Defense stated that 
the newly formed MEDT's functions would be to audit and super- 
vise dellverles of equipment and ammunltlon under the mllltary 
assistance program (MAP) He commented that 

"I think you will probably find that the General 
Accounting Offlce will have more people checking 
it than we do because we are making an all-out ef- 
fort to keep the mllltary presence, as far as the 
mllltary delivery teams are concerned, to the 
absolute mlnlmum " 

On January 29, 1971, the Secretary of State again commented 
that 

'I* * * because we have to make military dellverles 
under the supplemental aid program--we will have 
to have military equipment delivery teams. But 
they will be essentially auditors that will keep 
track of the material, make the dellverles, keep 
track of the Inventories, etc I1 

The in-country team, quite clearly, was to be small and 
llmlted to audltlng and monltorlng equipment dellverles In 
December 1970 the Senate CommIttee on Foreign Relations was 
told that, to keep American presence to a mlnlmum, certain 
assistance-related work would be done from Saigon 

The authorized staffing of MEDT In Cambodia increased 
from 16 In January 1971 to 74 In May 1972 to 76 as of 
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December 31, 1972 As of May 26, 1973, the authorized 
staffing wa5 73 

Month 
Authorized Authorized Total 

for Phnom Penh for Saigon authorized 

Jan 1971 16 44 60 
APr 1971 23 90 113 
July 1971 50 63 113 
Dee 1971 62 51 113 
May 1972 74 10 84 

As the Cambodia staff Increased, it assumed additional 
duties and became more involved with the Cambodian mllltary 
Except for not asslgnlng advisors to speclflc field units, 
MEDT operated much the same as a Mllltary Assistance Advl- 
sory Group does in any other country Besides monltorlng 
equipment dellverles, it was 

--Recommending changes in force structure 

--Advlslng and asslstlng on contingency plans and lmprov- 
ments in the military organlzatlonal structure 

--Provldlng technical assistance on all loglstlcal aspects 
of MAP 

--Provldlng technical military assistance and lnformatlon 
concerning MAP-furnlshed material, 

We also ldentlfled 61 special teams which operated tem- 
porarily In Cambodia during fiscal year 1972 These teams 
examined many aspects of the Cambodian mllltary, and, In some 
instances, the oblectlve was almost totally unrelated to equlp- 
ment delivery For example, the teams made studies to develop 
a prisoner-of-war program 
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DOLLAR LIMIT 

The Foreign Assistance Act of 1971 added a new section 
655 to the Foreign Assistance Act of 1961 and limited expendl- 
tures for Cambodia during fiscal year 1972 to $341 mllllon, 
the amount the executive branch proposed Section 655 of 
the act, as amended, stated 

“(a) Notwithstanding any other provlslon of law, no 
funds authorized to be appropriated by this or any 
other law may be obligated In any amount In excess 
of $341,000,000 for the purpose of carrying out 
directly or indirectly any economic or mllltary 
assistance, or any operation, prolect, or program 
of any kind, or for provldlng any goods, supplles, 
materials, equipment, services, personnel, or ad- 
visers In, to, for, or on behalf of Cambodia during 
the fiscal year ending June 30, 1972 

‘l(b) In computing the $341,000,000 llmltatlon on 
obllgatlon authority under subsectlon (a) of this 
section In fiscal year 1972 (1) there shall be In- 
cluded in the computation the value of any goods, 
supplies, materials, or equipment provided to, for, 
or on behalf of Cambodia in such fiscal year by 
gift, donatlon, loan, lease, or otherwise, and 
(2) there shall not be included in the computation 
the value of any goods, supplies, materials, or 
equipment attributable to the operations of the 
Armed Forces of the Republic of Vietnam In Cambodia 
For the pulpose of this subsection, ‘value’ means 
the fair market value of any goods, supplies, 
materials, or equipment provided to, for, or on be- 
half of Cambodia but In no case less than 33 l/3 
per centum of the amount the Unlted States pald 
at the time such goods, supplies, materials, or 
equipment were acquired by the Unlted States.” 

According to the Senate Committee on Foreign Relations, 
sectlon 655 was intended to establish a dollar celling on 
overall U S expenditures for Cambodia, excluding combat air 
operations. The dollar llmlt would apply to the MAP, support- 
ing assistance, excess defense articles, assistance under the 
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Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480), Central Intelligence Agency operations, 
and the admlnlstratlve costs of the various U S Government 
departments and agencies The Committee intended to prevent 
unauthorized and unknown escalation of costs and to return 
to the Congress some control over expenditures. 

To monitor this limit, the President was to report 
quarterly that total amount of funds obligated for Cambodia 
The executive branch reported that It obligated $234 6 mll- 
lion, excluding excess defense material, subject to the 
dollar limit Details of these obllgatlons and excess de- 
fense material at one-third of acqulsltlon value follow. 

Program Amount 

(millions) 

MAP 
Security supporting assistance 
Public Law 480, title I 

$181 0 
37 1 
16 5 

Total 234 6 

Excess and redlstrlbutable material 4 8 

Total applied against limit $239 4 

Our review did not Include verlflcatlon of the accuracy 
of the amounts, but we identified problems with accumulating 
and reporting obllgatlons or expenditures, The annual report 
showed obllgatlons for programs under the Foreign Assistance 
Act and Public Law 480 and an estimated amount for MEDT mill- 
tary personnel costs, although this amount was slgnlflcantly 
understated Certain admlnlstratlve costs of the assistance 
programs and other costs associated with U S. actlvltles 
funded outside normal foreign assistance channels were not 
included The value of excess defense material giveri to 
Cambodia had not been Included In the quarterly reports until 
after we began lnvestlgatlng this matter. It was then In- 
cluded at one-third of acqulsltlon cost and not at fair market 
value 

The Department of Defense (DOD) advised us that Its 
policy was to report and apply against the llmlt only those 
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costs financed by the HAP and asslgnable to the Cambodian 
program A system did not exist to record all Inputs, but 
we did identify the following actlvltles, financed outside 
MAP, whose costs were not applied against the limit 

--The U S Military Assistance Command, Vietnam, pro- 
vided about 250 to 300 U S, military instructors 
during fiscal year 1972 to train Cambodian troops In 
Vietnam 

--IIEDT used over 170 lndlvlduals on temporary duty for 
varying periods during fiscal year 1972 

Plllltary personnel costs are not financed by MAP, but 
an estimated $600,000 for these costs was reported against 
the limit The estimate was understated, however, because 
MEDT's admlnlstratlve budget, dated July 20, 1972, showed an 
estimated mllltary personnel cost of $1 5 mllllon for fiscal 
year 1972 

AID did apply some admlnlstratlve costs against the 
llmlt but excluded (1) personnel-related costs for the MIS- 
slon Director (Embassy Economic Counselor) and the Deputy 
Director Controller and (2) AID/Washington direct and over- 
head costs, such as those for the Cambodia Affairs Offlce and 
commodity procurement actlvltles related to assistance AID 
has not estimated these direct and Indirect overhead costs. 

Costs associated with the admlnlstratlon of the Public 
Law 480 program by the Department of Agriculture and AID were 
not applied against the limit or included In the quarterly 
reports 

Another problem was that DOD and AID did not apply a 
fair market value to the excess material provided to Cambodia 
The Foreign Assistance Act provided that excess material 
transferred to Cambodia be applied against the lnnlt at fair 
market value but at not less than one-third of acqulsltlon 
cost DOD used one-third of acqulsltlon cost regardless of 
fair market value, while AID did not apply any value to the 
excess equipment It provided 

DOD reported that It transferred $4 8 million of excess 
defense material to Cambodia during fiscal year 1972 DOD 
advised us that the one-third of acqulsltlon cost criterion 
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was used for all countries and excess programs The Senate 
Committee on Foreign Relations stated this valuation did 
not comply with the statutory requirement since It did not 
consider the Items’ condltlon We learned during our pre- 
vlous review that excess items requested by VEDT were gen- 
erally in servlceable condltlon or needed only minor repalr. 

The reports for the first three quarters of fiscal 
year 1972 did not contain the amount of excess material 
transferred to Cambodia. We were Informed that the value of 
excess material transferred to Cambodia would be, and sub- 
sequently was, Included In the report for the fourth quarter 
of fiscal year 1972 

AID obtained three tugboats, four cranes, and three 
forklifts from the excess program during fiscal year 1972 to 
meet economic assistance requirements. AID informed us that 
its policy had been to not apply any value for such equipment 
against the limit, since fair value could not be calculated 
and since the orlglnal cost was unreallstlc. AID’s policy 
was to apply only rehabllltatlon and transportation costs 
agalns t the llmlt, According to AID, no such disbursements 
were made during fiscal year 1972 

Costs for supply support of MAP are neither identlfled 
nor accumulated by lndlvldual reclplent country, but the 
reports for fiscal year 1972 did Include a $9.7 mllllon estl- 
mate for these costs We agree that costs for supply opera- 
tlons properly apply against the llmlt and should be Included 
In the reports. 

Following are estimated costs of a variety of other U S. 
actlvltles In Cambodia which were not reported 
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Fiscal Year 1972 Estimated Costs 

Admlnlstratlve and operating costs 
Department of State 
Defense Attache Offlce 
Unlted States Information Service 
Voice of America 
U S Navy, Officer In Charge of 

Construction 
DOD Contingent Communlcatlon 

Facility 

$869,389 
681,484 
228,971 
167,025 

Total 

34,206 

42,831 

$2,023,906 

Other costs 
Department of State 
Tactlcal Air Control Air Net 
DOD troposcatter communlcatlons 

facility 

2,254 
226,147 

374.500 

Total 602,901 

Total $2,626,807 

Amount 
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PERSONNEL LIMIT 

Section 656 of the Foreign Assistance Act of 1961 as 
added by the 1971 act provides In part that 

"The total number of civilian officers and employ- 
ees of executive agencies of the Unlted States 
Government who are crtlzens of the Unlted States 
and of members of the Armed Forces of the United 
States (excluding such members while actually 
engaged In air operations In or over Cambodia 
which orIginate outslde Cambodia) present in 
Cambodia at any one time shall not exceed two 
hundred The Unlted States shall not, at any time, 
pay in whole or in part, directly or IndIrectly, 
the compensation or allowances of more than elghty- 
five lndivlduals In Cambodia who are citizens of 
countries other than Cambodia or the United States " 

To control the number of executive branch employees In 
Cambodia so that the limit was not exceeded, a dally report 
was prepared showing the number of American and third-country 
natlonal personnel --both permanent and temporary duty--for 
each section of the U S Dlplomatlc Mission, including mill- 
tary- and American and third-country national executive 
branch contract personnel 

The Ambassador has been delegated overall responslbllity 
for insuring compliance Each executive branch employee 
wishing to enter Cambodia must first receive country clearance 
from the Ambassador As of June 30, 1972, a total of 170 
American and 83 third-country natlonal executive branch em- 
ployees, lncludlng contractor employees, were reported as 
being in Cambodia, and on May 26, 1973, the numbers were 174 
and 83, respectively 

AGENCY COMMENTS 

The Department of State said It does not believe that 
MEDT is performing advisory functions that conflict with 
legislative restrictions applicable to the Cambodia MAP It 
said that the in-country adm~nlstratlve and technlcal service 
personnel are necessary to establish liaison and coordlnatlon 
with responsible officials of the receiving nation to insure 
orderly and effective management of the program 
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The Department agreed that a more complete report of 
costs applicable to the dollar limit should be submitted to 
the Congress and stated that it would coordinate with DOD 
and AID In determining includable costs 

The Department said that the one-third valuation on ex- 
cess material had been used because of the dlfflculty in de- 
termining actual value and that, In any case, DOD surveys of 
excess material supplied under MAPS indicated that the 
average actual value was less than one-third AID stated 
that It would attempt to determine one-third of acqulsltlon 
costs plus related costs for Its excess property and would 
include this In Its future reporting 

AID agreed that it was not reporting Washington admlnls- 
tratlve costs against the llmlt. Although the Senate Com- 
mittee on Foreign Relations stated that the limit would 
include admlnlstratlve costs, AID did not include them be- 
cause its approprlatlon requests for the Cambodia program 
did not, AID also stated that It 1s not reporting the costs 
of the Embassy's Economic Counselor, his deputy, and his 
secretary-- although these personnel spend considerable time 
admlnlsterlng the economic assistance program--because these 
costs would be incurred, in any case, to operate the Eco- 
nomic Section of the Embassy 

CONCLUSIONS 

Although MEDT personnel were not assigned to Cambodian 
military units, MEDT actlvltles expanded considerably from 
verifying requirements and monltorlng dellverles, as lnl- 
tlally described by the Secretaries of State and Defense 

Reported expenditures indicate that the fiscal year 1972 
dollar llmlt was not exceeded but that certain costs for 
Cambodian assistance were neither accumulated nor applied 
against the llmlt These costs include those funded outside 
normal foreign assistance channels and certain admlnlstratlve 
costs of the assistance programs 

RECOMMENDATIONS 

Because the Congress 1s concerned about the extent of 
U S involvement In Cambodia, we recommend that the Secre- 
taries of State and Defense fully inform the Congress of the 
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type and organlzatlonal level of advisory assistance provided 
to the Cambodian military 

We recommend that the Secretary of State Insure that all 
costs, or reasonable estimates of them, related to Cambodian 
assistance, lncludlng those not funded through normal foreign 
assistance channels, be accumulated and applied against the 
limit The fair market value, but not less than one-third 
of acquisition cost, should be used to apply excess material 
costs against the limit Admlnlstratlve costs funded by AID/ 
Washlngton but related directly to assistance for Cambodia 
should also be reported against the llmlt. 
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CHAPTER 3 

ASSISTANCE TO THE CAMBODIAN ECONOMY 

The basic ob-jectlve of U S economic assistance to 
Cambodia 1s to contribute to Its polltlcal stability by 
llelplng it wlthstand abnormal economic dlslocatlons caused 
by the war An addltlonal ob]ective 1s to complement U S 
support of the Cambodian military by provldlng local cur- 
rency for military budget support U S economic assistance 
totaled $130 6 mllllon for fiscal years 1971 and 1972 and 
$86 mllllon for fiscal year 1973 

U S economic assistance to Cambodia includes various 
program components, as follows 

Fiscal years 
1971 1972 1973 Total - - 

(millions) 

Program components 
Commodity reimbursable 

grant 
Commodity import program 
Program technical support 
Cash grant 
Exchange support fund 
Refugee aid 
Public Law 480, title I 
Excess property 

Total 

$19 8 
50 0 

02 

74 

m-4 

$ - 
16 5 

06 
20 0 

15 9 
02 

$53 

$ - 
45 0 

06 

20 5 
12 

18 4 
0 3 

$ 19 8 
111 5 

14 
20 0 
20 5 

1.2 
41 7 

0 5 

m-Q $216.6 

PROBLEMS IN CALCULATING PROGRAM LEVELS 

AID's requests to the Congress for Cambodia economic 
supporting assistance funds during fiscal years 1971 and 
1972 were based prlmarlly on estimated commodity import 
requirements These requests, particularly for fiscal year 
1972, were higher than the actual program levels 

AID requested $70 mllllon and $110 mllllon in economic 
supporting assistance funds for fiscal years 1971 and 1972, 
respectively The actual supporting assistance program for 
fiscal year 1972, however, was only $37 mllllon because some 
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funds approved for 1971 were unused. As of March 31, 1972, 
only $39 3 mllllon, or 56 percent of the 1971 funds, had been 
committed for procurement, and as of April only about 
$12 5 mllllon, or 18 percent, In commodltles had arrived 

The fiscal year 1971 supporting assistance program was 
based on import levels for 1967-69 These levels had been 
adlusted to eliminate commodltles AID could not legally, or 
would not as a matter of policy, finance and to include 
Imports necessitated by the war Another adJus tment was 
made for the higher cost of U S -source procurement over 
worldwide-source procurement Additional factors which could 
not be quantified, such as the shlftlng of goods and 
resources to mllltary consumption and the increased demand 
from a larger mllltary payroll, were also considered 

Because the American Embassy in Phnom Penh lacked the 
necessary staff, an interagency committee developed the pro- 
gram Some assumptions, such as security condltlons, the 
condltlon of domestic production facllltles and transporta- 
tlon, and the levels of Importers stockpiles, used In devel- 
oplng commodity requirements were later found to be Invalid. 
In many cases, according to AID, it was necessary to rely on 
incorrect or mlsleadlng Government of the Khmer Republic 
(GKR) statlstlcs 

The Increase to a $110 mllllon proposed program in fls- 
cal year 1972 was based on an anticipated increase In U S - 
source procurement with more delivery time and higher prices 
and an expected increase in commodity demand We were 
informed that, because AID had llmlted experience with Its 
1971 program at that time, It submitted Its 1972 program 
request on the same basis and assumptions 

The fiscal year 1972 program was reduced to a $20 mll- 
lion cash grant, a $16 5 mllllon commodity grant, and 
$600,000 in program technlcal support because of the Invalid 
assumptions and slow use of the 1971 program Security con- 
ditions had llmlted the import market to the Phnom Penh area, 
many importers had gone out of business while others had 
reduced their stocks, and the initial high exchange rate had 
made some goods too costly 

AID said that, even though much of the fiscal year 2971 
program was actually used In fiscal year 1972, the basic 
assumption of an import requirement of rougnly $70 million 
per year was not lnvalld Rather, It represented the 
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stretching out of the fiscal year 1971 program and a 
consequent downward adlustment of the fiscal year 1972 
requirement 
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PROBLEMS AFFECTING THE PROMPT USE 
OF U S ASSISTANCE 

At the time of our review in 1972, AID's commodity 
Import program had been less than satisfactory In accom- 
pllshlng its basic objective, prlmarlly due to the slow 
arrival of commodities As of April 1972 about $12 5 mll- 
lion worth, or 18 percent, of the fiscal year 1971 program 
commodltles had arrived The following table shows, as of 
May 1, 1973, that while the commitment of funds to purchase 
Imports was high, only $58 5 million, or 44 6 percent, of 
the commodity grant totals had arrived 

Grant 
number --- Date 

Grant Percent Value Percent 
amount Commltted committed arrived arrived 

(millions) (millions) 

442-K-601 Mar 2, 1971 $ 19 8 $ 19 8 100 0 $19 7 99 5 
442-K-602 May 31, 1971 50 0 47 8 95 6 28 2 56 4 
442-K-604 June 23, 1972 16 5 15 0 90 9 2 0 12 1 
442-K-606 Ott 14, 1972 45 0 18 7 41 6 86 19 1 

Total $131 3 $101 3 $58 

The slow use of commodity grants and lnflatlon during 
the first 10 months of 1971- -Phnom Penh price indexes in- 
creased over 100 percent --necessitated adjustments to the 
economic assistance program The Unlted States agreed in 
October to provide a $20 million cash grant to GKR to fl- 
nance imports and bolster Its foreign exchange reserves 
According to AID, the grant was made in tandem with a GKR 
decision to accept the recommendations of the International 
Monetary Fund to set up a comprehensive program of economic 
reforms which included higher tariffs and a flexible ex- 
change rate The funds were released in November 1971 and 
February 1972 In two $10 million Installments 

AID agreed that Cambodia was lnltlally slow to use U S 
aid but said that the startup problems had been overcome 
AID stated that commodity import llcenslng had averaged 
$1 million a week for the past year and that, without 
foreign assistance and GKR's new economic pollcles, the 
rate of inflation would have been intolerable and the 
economy would have ceased to be viable 
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The above table demonstrates, as AID malntalns, that 
the funds are being committed As of May 1, 1973, about 
77 percent of the commodity grant funds were committed 
However, a dellvery plpellne existed in that only about 
45 percent of the commodity grant totals had arrived In 
Cambodia 

Restrlctlons on procurement sources, use of the General 
Services Admlnlstratlon (GSA) to procure commodltles for the 
private sector, and various internal problems InhibIted the 
flow of commodity assistance 

Restrlctlon on procurement sources 

Orlglnally the $50 mllllon commodity grant dated 
May 31, 1971, was restrlcted to U S procurement sources 
Several factors which slowed the use of the grant funds 
were (1) addltlonal delivery time--4 to 9 months compared 
with 2 months for closer sources--(Z) higher cost of U S 
commodltles, and (3) Cambodian Importers' unfamlllarlty 
with U S suppliers and products and with AID procurement 
regulations and procedures since the United States was not 
a traditIona supplier to the Cambodian market Before 1971 
Cambodia imported from such countries as Japan and France 
and received less than 3 percent of its imports from the 
United States 

The first provlslonal import license under this grant 
was not issued until August 23, 1971 To accelerate the 
movement of commodltles, AID waived the U S -source 
requirement for $25 mllllon of the grant in October 1971 and 
authorized this amount for procurement from speclfled lesser 
developed countries. To make U S sources more competitive, 
a preferential exchange rate of 25 percent for U S commodl- 
ties was establlshed in January 1972 and was increased to 
30 percent on February 28, 1972 

By June 1972, $33 7 million, or 67 4 percent of the 
grant, had been earmarked for procurement As of May 1, 
1973, or nearly 2 years after the grant agreement was 
signed, the amount had increased to $47 8 mllllon How- 
ever, as the previous table shows, only 56 percent of the 
agreement value had arrived In Cambodia as of May 1, 1973 
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Use of GSA 

The $50 million commodity grant provided that GSA 
would effect most procurement for the public and private 
economic sectors AID's commodity import programs are 
normally deslgned to foster importer-exporter relationships 
by using private businesses in both the United States and 
the recipient countries 

AID believed that, given the unusual pressures created 
by wartime needs, using a central U S. procurement agency 
would help compensate for unfamiliarity with U S suppliers 
and AID procedures AID also felt that, by breaking the 
normal commercial relationship between importer and seller, 
collusion could be minlmlzed 

It encountered problems, however, with GSA procurement 
for the private sector Cambodian Importers objected to 
intrusion by a government agency which separated importers 
from suppliers It was necessary to permit use of sole- 
agency and proprietary procurement waivers, which negated 
the effectiveness of GSA competitive procurement Problems 
were also encountered in dealing with many small transac- 
tions for the private sector 

GSA apparently procured goods well whenever the import 
order was suitable for procurement by a government agency, 
but many procurement actions were delayed pendlng clarlflca- 
tion of importers' requirements to enable GSA to solicit 
competltlve bids For example, a GSA procurement of elec- 
trolytic tlnplate for $880,000 was delayed several months 
because information necessary for competltlve procurement 
was lacking As a result, AID authorized a GKR purchase of 
tlnplate valued at over $300,000 from Japan to meet emer- 
gency requirements. 

GSA's role in procuring commodltles for Cambodia was 
reduced, and in April 1972 GSA procurement for Cambodia's 
private sector was ended AID's regular commodity program 
procedures were then used for private sector procurement 
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Cambodian nroblems 

To meet the emergency situation In Cambodia, the 
commodity import program was initiated through a $20 mll- 
lion reimbursable grant The grant agreement, signed In 
March 1971, provided reimbursement from AID for GKR's 
foreign exchange purchases of essential commodltles GKR 
was authorized to procure commodltles from lesser developed 
countries 

GKR was cautious in approving procurement licenses 
since It did not want ineligible imports for which relm- 
bursement would not be made Cambodian importers were not 
familiar with AID regulations covering procurement from 
lesser developed countries As a result, GKR did not lnl- 
tlate reimbursement requests until August 1971, or 5 months 
after the agreement 

During the fourth quarter of 1971, GKR reinforced Its 
revenue measures by introducing an economic stablllzatlon 
program Under this program, a 50-percent surtax was im- 
posed on all customs duty rates of 35 percent and higher 
and a special war effort support tax was levled on all lm- 
ports. The general rate of the tax was 3 percent, but much 
higher rates were applied to luxury goods, lncludlng house- 
hold appliances, motorcycles, and automobiles 

The AID Auditor General (AG) revlewed the Cambodian 
commodity import program and reported In November 1972 that 
the movement of needed commodltles into the economy was be- 
ing restricted because of excessive GKR import duties and 
taxes 

The AG found that, of 64,400 tires costing $806,245 and 
received between September 1, 1971, and July 31, 1972, ap- 
proximately 34,000 (53 percent) costing $427,310 were still 
in stock, despite a pressing demand for tires in Cambodia 
The large inventory could not be sold because of high GKR 
Import duties, taxes, and fees which were assessed during 
1971 on the cost-insurance-freight value These consisted 
of a 50-percent war tax, a 60-percent customs duty, an 
18-percent sales tax, a 25-percent Soclete Natlonale 
D'Exportatlon D'Importatlon (SONEXIM) importer fee, and a 
0 6-percent stamp tax In addition, the GKR tire agency 
earned a 16-percent proflt on retall sales and an 8-percent 
profit on sales to tire distributors 

27 



The AG also found that 4,552 (66 percent of the total 
imported) automoblle batteries had been in a warehouse for 
about 1 year Although the economy needed batteries, there 
was little market for them from importers and retailers be- 
cause of the high selling price caused by a 130-percent war- 
effort tax and a 25-percent customs duty 

In both instances the AG recommended that the Embassy 
request GKR to reduce the taxes and duties to enable the 
commodltles to move into the economy. 

AID agreed that taxes on imports are high but belleves 
GKR 1s correct In setting taxes high enough to secure reve- 
nues for its budget and to discourage hoarding, speculation, 
and unduly high turnover We belleve, however, that exces- 
slve duties and taxes restrlctlng movement of needed com- 
modltles Into the economy are not entirely consistent with 
AID’s program obJectives 
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OBSERVATIONS ON PROGRAM MAnTAGEMENT 

The stated LJ S policy was to implement the 
ob-jectives in Cambodia with a minimum of direct U S in- 
volvement AID’s management concept was to keep its Amer- 
ican staff to a minimum, rely heavily on exlstlng Cambodian 
institutions, and encourage GKR’s use of multilateral ad- 
vice and assistance The AID program in Cambodia differs 
slgnlflcantly from other AID programs, It has adopted a 
policy of not becoming involved In capital proJects or 
undertaking technical assistance In May 1972 the Embassy’s 
Economic Counselor had a staff on 13 American and 8 Cambo- 
dlan employees to admlnlster economic assistance 

We noted several technical or procedural problems 
In arrival accounting documentation, end-use surveillance, 
commodity use, use of marine insurance proceeds, and marine 
insurance cost We discussed these problems with U S Em- 
bassy offlclals In Phnom Penh, and they generally agreed 
with our observations and stated that they were beginning 
corrective actions 

In reporting In November 1972 on Its review of the 
commodity import program, the AID AG stated that the Embassy 
staff’s end-use reviews were satisfactory but that they 
should be increased to cover a greater percentage of com- 
modltles received, lncludlng adequate sampling of the var- 
lous commodity categories The AG also found that, al- 
though the Embassy was working with SONEXIM to improve the 
timeliness of arrival accounting Information, SONEXIM still 
had delays in the input of arrival data 

Financing of luxury-type commodltles 

AID testified before various congressional commlt- 
tees that, In lmplementlng Its commodity assistance program 
for Cambodia, It would finance only those items essential 
to keep the economy functioning However , that essentlallty 
is apparently sub]ect to a broad interpretation A master 
list of categories Incorporated into the grant agreement 
showed the commodltles which AID would finance, some were 
of questionable necessity 

During hearings held by a subcommittee of the House 
Committee on Government Operations on February 24, 1972, 
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subcommittee members expressed Interest in the purchase of 
luxury commodltles for Cambodia, speclflcally the authorized 
purchases of televlslons, room air condltloners, and magnetic 
tape AID offlclals in Washington suspended procurement 
action and requested additional Justlflcatlon The Embassy 
In Phnom Penh subsequently informed Washington offlclals 
that requirements for these items were canceled 

In November 1971 AID added to its list several com- 
modity categories not normally eligible for AID financing 
By April 1972 it had begun procurements foI soft drink con- 
centrates costing $280,723 and 4 mllllon ball point pen 
refills costing about $84,000 

AID apparently does not consider these commodltles 
of questionable necessity to a war economy AID stated 
that it finances eligible commodltles necessary to prevent 
a marked deterloratlon in living standards and excludes all 
luxury Items from its financing and that it. did not want to 
choke lndustrlal development by cutting of* supplies of in- 
dustrial raw materials Therefore, these items remain 
eligible for AID financing 

Management of public sector assistance 

Although not speclflcally included in AID’s con- 
gressional presentation, about $12 mllllon of fiscal year 
1971 grant funds were set aside to finance commodltles for 
public sector proJects AID Informed us that Its assistance 
to public sector actlvltles was not directed at development 
but at provldlng commodltles which would enable the economy 
to function with a mlnlmum of dlslocatlon 

The type of proJect assistance AID undertook re- 
qulred a greater degree of technlcal admlnlstratlon and 
management than It was able to provide under its management 
concept for Cambodia We found that AID had not considered 
assistance provided by other donors or reviewed GKR’s ca- 
pablllty to effectively use and malntaln the commodltles 
For example 

1 AID financed $1 8 mllllon of road construction 
equipment which included 14 tractors, 20 graders, 
and 15 front-end loaders, plus spare parts This 
equipment had been consldered for MAP fundlng 
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I 

before AID’s procurement, and AID informed us that 
it had acted on the basis of DOD conclusions on 
equipment needed by the Ministry of Public Works 
U S offlclals In Cambodia said that AID was ap- 
parently unaware that Denmark was also provldlng 
29 front-end loaders to the ‘dlnlstry These may 
have been sufflclent to satisfy the requirement 
AID subsequently said 1-t knew about this equipment 
but could not give us documentation that this had 
been adequately consldered when the procurement was 
made 

2 

We found that MEDT also provided the construc- 
tion equipment and thereby duplicated AID’s procure- 
ment Therefore, when all equipment 1s delivered, 
GKR will have received 3 different makes of front- 
end loaders, totaling 59 units Duplicate equipment 
ordering 1s discussed further in Chapter 4 

We were unable to determine that valid requlre- 
ments exist for all these loaders AID informed 
us that, given the magnitude of the problem of keep- 
ing roads open for better security, all the road- 
bulldlng equipment was needed AID was unable to 
provide any documentation to support this conclusion 
or to show GKR could effectively use the equipment 

In November 1971 GKR requested U S assistance to 
provide power-generatlng equipment for Electrlclte 
de Cambodge Temporary duty personnel from Saigon 
and Washington reviewed the request and made recom- 
mendations 

In June 1972 AID received a flnanclng request 
from GKR for power-generating equipment GSA was 
designated as the authorized procurement agent, and 
on February 15, 1973, It awarded a contract for 
$1 8 mllllon Equipment 1s scheduled to arrive in 
Phnom Penh In early November 1973 

In a January 30, 1973, report, the AID AG stated 
that the files clearly indicated the need for a bet- 
ter feaslblllty study and that temporary duty visits 
could replace resident technlcal staff According 
to the report, the absence of such staff to a great 
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extent accounts for the fact that the generators 
will unlikely be operating before the end of 1973, 
at the earllest In addltlon, this transaction 
apparently goes beyond the origIna AID obJective of 
provldlng assistance for immediate eLonomlc impact 

AID said that the lack of technical staff In 
Phnom Penh was not the reason for the delay in 
dellverlng the generators According to AID the 
problem of offloading the heavy generators (60 tons 
each) In Phnom Penh delayed the procurement bid 
opening until the matter was resolved in January 
1973 

The AG who prepared the report agreed with AID 
that it was necessary to resolve this problen before 
contract award He believed, however, that the 
matter could have been resolved quicker had there 
been a resident technical staff In Phnom Penh 

3 AID has been unable to adequately monitor the use 
of some commodltles provided to the public sector 
Through August 1972 AID had provided 10 balley 
bridges and 3 floating bridges costing $879,000 to 
be used by GKR exclusively as temporary repair 
structures 

On November 24, 1972, the AG reported that most 
of the balley bridges were being used improperly 
as permanent structures, even though they were 
desperately needed in other locations The AG found 
that, although security at certain times had been 
a factor In the repair of some bridges, GKR had not 
attempted to repair any of them, because It con- 
sidered them permanent structures The AG also re- 
ported that the floating bridges had not been used 
at all and that some components had been used in 
constructing bunkers 

4 In reporting on the operations of AID’s program in 
Cambodia, the AG stated in January 1973 that, with 
no In-house technical resources, the personnel in 
Phnom Penh found It extremely difficult to manage 
the purchases for the public sector 
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Prior U S claims 

At the time of our review, the U S Government had 
claims exceeding $2 mllllon against GKR These claims re- 
sulted from various lrregularltles under the assistance 
program terminated In 1963 Department of State officials 
discussed settlement of these claims with GKR offlclals in 
1971 during negotlatlons for resuming economic assistance 
However, the U 5 posltlon has been to not press these claims 
because of (1) the state of GKR finances and Its need for 
economic assistance to bolster reserves and (2) potential 
legitimate claims by GKR against the U S Government for 
prior war damages The Department of State informed us that 
It was conslderlng the GKR war damage claim but that It was 
not in a position to comment on its merits 
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EXCHANGE SUPPORT FUND 

In implementing its economic assistance program, the 
Unlted States has tried to mlnlmlze its direct involvement 
by encouraging Cambodia's use of multilateral advice and 
assistance The United States supported the establishment 
on March 1, 1972, of a multilateral Exchange Support Fund 
(ESF) whereby other countries could provide assistance 

Partlclpatlng donors agreed that ESF's resources should 
be llmlted to flnanclng commodltles unsuitable for bilateral 
commodity programs and servzces and commodltles required for 
capital prolects and technlcal assistance programs of contrlb- 
utlng countries ESF resources are not to be used to repay 
debts, capital transfers, mllltary expenditures, and other 
items reserved for financing with GKR's own foreign exchange 

ESF's contrlbutlons totaled $34 5 mllllon for 1972 In 
1973 Its expected contrlbutlons were $31 9 mllllon plus a 
$1 1 mllllon carryover of unexpended 1972 funds Informa- 
tlon on actual and prospective contrlbutlons follows 

Contributors 

Unlted States $12,500,000 $16,000,000 
Japan 5,000,000 7,000,000 
Australia 1,000,000 1,000,000 
United Kingdom 522,375 520,000 
Thailand 250,000 250,000 
New Zealand 119,520 120,000 
Malaysia 100,000 10,000 

Total 

Khmer Republic 

International Monetary Fund 

19,491,895 

15,000,000 

(6,763,454) 

24,900,000 

7,000,000 

Calendar year 
1972 

drawing reserves (note a) (8,236,546) 

Total $34.491.895 

Expected 
contrlbutlon 

calendar year 
1973 

$31,900,000 

aU S funds provided through a reimbursable grant and a cash 
grant provided 73 percent of GKR's foreign exchange receipts 
between November 1971 and March 1972 
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The United States originally proposed contributing up 
to $12 5 mllllon in 1972 on a matching basis (SO-SO) with 
other contrlbutlng countries, exclusive of Cambodia It was 
planned that the other countries, lncludlng the United States, 
would contribute $25 mllllon De Unlted States, however, 
contributed Its entire pledge of $12 5 mllllon, or 64 per- 
cent of the external foreign exchange resources, even though 
contrlbutlons of other donor natlons approximated only 
$7 million The overall U S share was 36 2 percent 

AID Intends to provide 50 percent of all contrlbutlons 
In 1973 Contrlbutlons were estimated to be $32 mllllon as 
of July 10, 1973, and AID planned to contribute $16 mllllon 
According to AID, if Cambodia and other nations can raise 
their contrlbutlons during 1973, it Intends to match the 
addltlonal amounts on a 50-50 basis up to a total of 
$17 5 mllllon 

GAO access to ESF records 

In January 1973 we attempted to gain access to ESF 
records through the Embassy in Phnom Penh The Embassy In- 
formed us that lt would not formally request access to the 
records because it believed that our direct examlnatlon of 
them would appear to be an audit of ESF and, as such, would 
contradict the GKR decree incorporated In the pertinent 
bilateral agreements According to an Embassy offlclal, the 
ESF manager said that access to ESF records would have 
to be approved by all ESF contributors This would neces- 
sltate a meeting of ESF's Working Group, and It was doubtful 
that the matter could be resolved wlthout further dlscusslons 
with the respective governments 

The Embassy posltlon, endorsed by the Secretary of State, 
was that we could not have direct access to ESF records We 
were able to obtain some lnformatlon from monthly reports 
prepared by the ESF manager and avallable at the Embassy 

Source of commodlfles 

ESF contrlbutlons are not tied to any source and are 
therefore used to finance imports from any country Data 
provided by the Embassy showed that In 1972 the United States 
was the source of only 18 8 percent of the commodltles pur- 
chased, while about 49 percent came from Japan, France, and 
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Mainland China However, one major item of U S source 
financed by ESF was freight for Public Law 480 commodltles 
The amount exceeded $5 mllllon, or about 80 percent of the 
U S -source total The following table lists the leadlng 
countries from which commodltles were imported and, for 
comparison, shows the 1972 contrlbutlons 

Exporting nation 

Japan $79 23 6 
Unlted States 6 3 18 8 
France 5 5 16.5 
Mainland Chlna 3 1 9 3 
Taiwan 19 5 7 
Western Germany 16 4 8 
United Kingdom 10 3 0 
Australia 10 3 0 
Italy 0 9 2 7 
Hong Kong 0 9 2 7 
Singapore 0 6 1.8 
Thailand 0 5 15 
31 other countries 2 2 6 6 

Dollar value 

(millions) 

$33 

Percent 

100 0 

1972 
contrlbutlon 

(millions) 

$ 5 0 
12 5 

0 5 
10 

0 2 
0 2 

$19 

As shown In the table, the balance-of-payments effect 
was posltlve for all but the Unlted States 

Type of commodltles Imported 

ESF Informs the contributors of the type of commodity 
imports which lt finances The data on imports received by 
the Embassy and made available to us was In such broad com- 
modlty categories that we could not determlne how essential 
the imports were to economic stablllzatlon Nor were we able 
to assess the ESF contrlbutlon to effective lmplementatlon 
of GKR's overall economic program 

Examlnatlon and verlflcatlon 
of Import arrivals 

Until February 1973 no mechanism existed to verify that 
Importers were importing the items shown on their declarations 
supportlng their purchases of FSF foreign exchange 



In late 1972 the ESF Working Group agreed that 
verlflcatlon procedures were necessary to determine whether 
ESF funds were being used to finance imports according to 
Importer declarations Accordingly, the Working Group 
agreed to employ the Soclete Generale de Surveillance, a 
Swiss company experienced In examining and verifying Import 
arrivals, to validate imports on a sample basis 

By the end of May 1973 the Soclete had completed six 
reports on ESF commodltles The imports reviewed are se- 
lected by the ESF manager and transmitted to the Soclete 
The manager uses his own judgment in selecting imports for 
review, although he accepts any Working Group member's 
proposal Only items which are close to arrival in Cambodia 
are selected for review Apparently no plan exists to extend 
the reviews to goods which arrived in Cambodia before Feb- 
ruary 1973 

Report on ESF operations 

The ESF agreement called for the Working Group to re- 
view, during the third quarter of 1972, ESF operations and 
assess its contrlbutlons to the overall GKR economic pro- 
glam This report was not prepared, and, according to the 
Embassy in Phnom Penh, no reason now exists to press for a 
report covering operations from May to September 1972 

The Embassy stated that the report was originally 
planned as a progress report to assist contrlbutlng govern- 
ments in their dellberatlons and decisions on extending 
ESF These declslons were made at ESF meetings in October 
and November 1972, and notes extending ESF in 1973 were 
exchanged In January 1973 

CONCLUSIONS 

The assistance levels requested for fiscal years 1971 
and 1972 slgnlflcantly exceeded assistance levels which 
were effectively absorbed due to the slow arrival of U S - 
financed commodltles 

The following factors contributed to the slow use of 
U S economic assistance 

1 
--The United States' not 'being a tradltlonal source of 

P 

Cambodian imports 
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--The use of GSA to procure for Cambodia’s private 
economic sector 

--AdditIonal leadtlme and Increased costs for U S 
commodltles 

--Cambodian lack of experience with AID and GSA pro- 
curement requirements and procedures 

--Cambodian tax pollcles These resulted In apparent 
exorbitant selling prices and thereby delayed the 
movement of urgently needed commodltles Into the 
Cambodian economy 

Our observation on AID’s management of the Cambodian 
economic assistance program was that Its management concept 
apparently hlndered it from adequately managlng some asslst- 
ante provided for the public sector 

AID contributed the full amount of its 1972 pledge for 
ESF, even though third countries did not contribute the 
planned matching amounts We were unable to ascertain, from 
avallable lnformatlon, ESF’s effectiveness in contributing 
to economic stablllty. 

RECOMMENDATIONS 

We recommend that the Admlnlstrator of AID reassess 
the need for assistance in amounts requested by conslderlng 
(1) Cambodlars ablllty to absorb and effectively use the as- 
sistance and (2) the level needed to malntaln economic and 
polltlcal stablllty We further recommend that the Admlnls- 
trator 

-- Insure that Cambodia’s capability to use and malntaln 
equipment provided to the public sector be more 
adequately evaluated and that slmllar commodltles 
provided by other donors be considered 

( 

--Encourage the proper and prompt use of commodltles 
provided for the public and private sectors 



CHAPTER 4 

MILITARY ASSISTANCE TO CAMBODIA 

The prlnclpal objectives of MAP are to enable the 
Cambodian Armed Forces (Forces Armees Nationale Khmere, or 
FANK) to malntaln national independence and neutrality and 
facilitate Vietnamlzation. Because of continuing hostllltles 
In Cambodia, determining whether these objectives will be 
fully accomplished 1s dlfflcult. However, we did find several 
management deflclencles which were lmpalrlng the effectiveness 
and efficiency of the military assistance. 

The primary functions of MEDT are to determine requlre- 
ments, insure that material and equipment are turned over to 
MAP-supported units, and check on subsequent use We found 
that 

--Equipment receipt and transfer procedures were lnade- 
quate. 

--The system used to account for equipment deliveries by 
MAP element and by lndlvldual recipient unit were 
inadequate or not properly implemented 

--Management of the ammunition program was deficient for 
determining the quantities to be resupplied and the 
quantities to be included In the overall program 

--MEDT did not cancel a $1 4 million requisition for 
road construction equipment after It knew AID had 
provided the same items. 

In addition, we noted that Cambodian mllltary personnel 
had improperly purchased military equipment from South Vlet- 
namese Army personnel and that corrupt payroll practices 
persisted In the Cambodian mllltary despite efforts to correct 
this problem. 

The DOD Directorate for Mllltary Assistance and Overseas 
Audits also found significant problems In the Cambodia pro- 
gram during its review in January through March 1972 The 
DOD report stated that, although the United States had in- 
vested more than $300 mllllon, the MAP-supported force struc- 
ture had not achieved a degree of combat effectiveness expected 
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from a more fully developed country with a cadre of experienced 
and tralned mllltary personnel. 

In January 1973 MEDT officials informed us that 
organlzatlonal and procedural changes had improved equipment 
receipt and transfer procedures and management of the ammunl- 
tion program. These changes included centrallzlng MAP ad- 
mlnlstratlon in Cambodia and shlpplng most MAP-furnlshed equlp- 
ment and supplies directly to Cambodia According to MEDT, 
the changes had eliminated or reduced many of the problems 
we had found in 1972. In May 1973 we found that equipment 
receipt and transfer procedures had improved, equipment and 
supplies were no longer shipped through Vietnam. However, 
we found that Inadequate property accounting records made it 
dlfflcult, if not lmposslble, to determlne the source of 
diverted MAP-provided items 

FORMULATION OF MAP FOR CAMBODIA 

The amount of military assistance provided from April 
1970 through June 1973 1s shown In the following table DOD 
excess assets with an acqulsltlon value of about $42 5 mllllon 
were also programed for release to Cambodia during fiscal years 
1971 and 1972 The MAP amounts per year were 

Fiscal year Amount 

(mllllons) 

1970 $ 85 
1971 179 4 
1972 180 0 
1973 148.6 

Total $516 5 

In 1970 the Unlted States agreed to provide emergency 
support for a 65,000-man force. The force structure was 
expanded to 155,000 In fiscal year 1971 to 220,000 in 1972 
and 1973. 

In formulating the 1970 MAP, the Secretary of Defense 
Issued the following guldellnes for developing a crash pro- 
gram wlthln authorized dollar llmlts. 
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--The program would be keyed to the exlstlng military 
structure and equipment 

--Partial support would be provided for a 65,000-man 
force The support would not include such high-cost, 
sophisticated items as tanks and aircraft 

--Ground forces would be developed as lightly armed 
infantry, supported by 60-mm and 81-mm mortars and 
105-mm. howitzers with mobility provided by equlp- 
ment already in the Cambodian Armed Forces inventory 

--For the Cambodian Air Force, only T-28 aircraft would 
be supported and naval support would be limited to 
small patrol craft. 

Because of the emergency nature of Cambodia's requlre- 
ments, the fiscal year 1970 MAP was not developed 111 the 
normal manner. FOI example, the formal force structure to be 
supported was not established, the amount of serviceable 
equipment on hand was not determined, and total requirements 
to support the established force structure were not developed 
Rather, urgently needed light weaponry was provided for 
existing forces 

The fiscal year 1971 MAP was designed to provide follow- 
on support of the 1970 program and to support a specified 
force structure Initial planning guidance remained the same 
for force level, avoidance of expensive add-on equipment, and 
emphasis on building on existing Cambodian assets However, 
subsequent guidance increased the supported force level to 
155,000 

U S officials attempted to develop the fiscal year 
1971 program along conventional force structure lines and to 
establish tables of organlzatlon and equipment for identify- 
ing specific requirements. However, only limited lnformatlon 
was available on the number and condltlon of Cambodian assets, 
and the organlzatlonal structure was not compatible with de- 
veloping a functional maintenance and loglstlcal support sys- 
tem Further, combat condltlons existed when the program was 
formulated 

Tables of organlzatlon and equipment were developed for 
each MAP-supported unit within the authorized force structure 
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We were advlsed that they were somewhat lnvalld but useful 
tools for programing and requlsltlonlng 

In developing the fiscal year 1972 program, GKR envl- 
sloned a force structure much larger and more sophlstlcated 
than the United States would agree to support Dur lng 
negotiations, a compromise force level of 220,000 was agreed 
upon MEDT advised us, however, that funds were not avall- 
able to sustain both current operations and the desired force 
level The actual MAP-supported force level approximated 
176,000 in fiscal year 1972 Initial dollar guidance used In 
developing the fiscal year 1972 program was $200 mllllon, 
however, as of June 30, 1972, $180 mllllon was authorized 
for expenditures 
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On the basis ot the agreed force level of 220,000, FANK 
and MEDT Jointly prepared tables of organlzatlon and equipment 
The tables were based on a LJ S Military Assistance Command, 
Vietnam, study which consldered such factors as enemy threat 
and FANK moblllzatlon capabllltles. The Army of the Republic 
of Vietnam (ARVN) tables of organlzatlon and equipment were 
used as guides but were reduced in size and complexity con- 
sistent with limited funding guidance and U S obJectives 
We were advised that programed support for FANK forces remained 
austere, focusing on light infantry equipment, light artillery, 
unsophlstlcated aircraft, mlnlmal heavy equipment, and no tanks 

The guldellnes and obJectives used In formulating the 
earlier MAPS were used to develop the fiscal year 1973 pro- 
gram, and the agreed force level remalned at 220,000 

EQUIPMENT RECEIPT AND TRANSFER PROCEDURES 

A primary function of MEDT is to audit and monitor 
equipment dellverles To do so, adequate receipt and trans- 
fer procedures are necessary 

Nearly all MAP material and equipment lnltlally destined 
for Cambodia was shipped to Vietnam MEDT reported that as of 
April 30, 1972, about $186 mllllon worth of equipment had been 
delivered under this system 

The procedures for transshlpplng from Vietnam were 
Inadequate to Insure proper control and accountablllty We 
found that (1) shlpplng and turnover documentation was in- 
adequate, (2) coordlnatlon between MEDT elements 111 Phnom Penh 
and Saigon was lacking, and (3) procedures had not been 
established to reconcile the quantltles shipped from Vietnam 
with the quantltles actually received 

In March 1971 we noted slmllar problems which adversely 
affected control and accountablllty of material. We were 
informed that a new system was being put into effect to pro- 
vide a detalled inventory under U S supervlslon before trans- 
fer to FANK The q,xantltles received in Cambodia were to be 
reconciled with quantltles Issued and shipped In March 1972 
we found that the promised corrective actions had not been 
implemented and the same problems existed 
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In 1972 we found the problem of Inadequate documentation 
and accountablllty particularly acute for alrcargo shipments 
The alrcargo manifest was practically meanlngless to both the 
MEDT offlclal monltorlng arrival of material and equipment 
and the Cambodian official signing for Its receipt It was 
not possible to readily determlne what was In a particular 
shipment. The MEDT officials in Cambodia were unaware of 
specific items arriving by air until Cambodian personnel had 
inventoried the cargo. 

We tested 10 alrcargo shipments and found that documenta- 
tion was lacking for numerous items and that those shipments 
with available documentation had numerous discrepancies--both 
overages and shortages. (See table below ) MEDT officials 
were unable to explain the dlscrepancles, other than as pllfer- 
age or errors in the delivery and transfer documentation 

Item 

Recorded Recorded Difference 
as shipped as received over or 

from Saigon In Phnom Penh short(-) 

Artillery plotting set 28 7 -21 
Battery 15,000 9,936 -5,064 
Reeling machine 11 -11 
Small-arms case 5,000 5,280 280 
M-16 magazine 10,000 10,064 64 
Paint (gallons) 100 I -100 

MEDT officials generally agreed that the procedures for 
shlpplng and transferring material and equipment from Vietnam 
to Cambodia were inadequate and stated that addltlonal proce- 
dures would be Initiated. They added that, after September 
1972, almost all MAP-provided material and equipment was to 
be shipped directly to Cambodia from U S supply sources and 
proper accountablllty would be easier to maintain 

During our followup in 1973, we found that organlzatlonal 
and procedural changes were made which MEDT said resulted in 
improvements. The significant changes included 

--Direct shipment of nearly all equipment and material, 
except ammunition, to Cambodia from the United States 
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--Reorganlzatlon of MEDT to centralize MAP admlnlstratlon 
in Cambodia by moving all loglstlcal personnel from 
Vietnam to Cambodia. 

--Use of a single U S seaport and airport for cargoes 
bound for Cambodia and improved lntranslt security over 
the cargoes through cargo segregation 

--Receipt of cargo manifest lnformatlon before receipt 
of ocean cargo in Cambodia. 

--Use of MEDT personnel to verify shlpplng documentation 
with cargo received at the time of cargo discharge and 
the forwardlng of discrepancy reports to the United 
States. 

MEDT personnel told us that they were no longer experienc- 
lng the large dlscrepancles we found In 1972 between quantltles 
shipped and received They attributed this Improvement to 
shipment consolldatlon and cargo segregation and to direct 
shipment to Cambodia. 
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INADEQUATE, PROPERTY ACCOUN'IING SYSTEM 

MCDT reported that as of February 25, 1972, major end 
Items of equipment valued at about $52 mllllon had been de- 
livered to the Cambodian Armed Forces MEDII often did not 
know which units received the equipment when 1-t was lnltlally 
delivered to Cambodia or what equipment the units had on 
hand FANK had transferred MAP equipment to different 
units-- In some cases non-MAP-supported units--without notlfy- 
lng MEDT In addition, equipment lost In combat was not 
reported or the reports were inaccurate 

An adequate property accounting system 1s necessary 
for MEDT to observe and report on the use of MAP equipment 
MEDT maintained a record called the A-B-C Report which was 
supposed to identify the quantity and value of equipment 
delivered to each MAP element MEDT told us that the report 
was not an offlclal accounting document but that It was the 
only such record available We found that the A-B-C Report 
did not accurately show the total amount of MAP material 
and equipment delivered to Cambodia or the quantities de- 
livered to lndlvldual units. Some of the problems resulting 
from not having an adequate system follow 

According to the A-B-C Report, 360 2-l/2-ton cargo 
trucks were delivered to the FANK First Transportation Brl- 
gade but the brigade's inventory record showed only 151 trucks 
on hand MEDT offlclals said the difference of 209 trucks 
resulted from combat losses and transfers to other FANK 
units However, they did not know how many trucks had been 
destroyed, how many had been transferred, or to which units 
the trucks had been transferred 

/ 

When the first 89 trucks arrived in Cambodia, MEDT 
prepared a suggested dlstrlbutlon plan for FANK units 
FANK apparently did not agree with the plan and, without In- 
forming MEDT, distributed the trucks as follows 
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Unit or activity 

1st Transportation Brigade 
Artillery Brigade 
Armored Cavalry 
Infantry Battalion 
Heavy Infantry Brigade 
13th Brigade (note a) 
Kompong Som Military Region 

(note a) 

Total 

a 
Non-MAP-supported actlvltles 

MEDT-planned FANK actual 
dlstrlbutlon dlstrlbutlon 

80 50 
6 6 
3 3 

7 
19 

2 

2 - - 

89 89 

It took 4 days and several trips to FANK headquarters 
and the Ordnance lechnlcal Service for an MEDT offlclal to 
determine actual dlstrlbutlon. MEDT did not verify actual 
dlstrlbutlon of the other trucks 

During September 1971 an MEDT inspector could not ac- 
count for the followzng equipment, which had been Issued to 
a MAP-supported unit In May 1971 

Issued On hand 
In May September 

Item 

Rifle, M-16 367 216 151 $16,006 
Grenade launcher, M-79 71 29 42 9,324 
P1sto1, 45 calrber 14 8 6 276 
Machine gun, 30 caliber 27 17 10 500 
Mortar, 60 mm 3 2 1 278 
Mortar, 81 mm 3 2 1 491 
Radio, PRC/25 16 8 8 5,856 

1971 -1971 

Equipment appeared to have been taken from the MAP- 

Differ- 
ence 

Value of 
difference 

$32.731 

supported unit to equip a newly formed, non-MAP-supported 
activity commanded by the brother of the GKR President 
MEDT offlclals dlsclalmed knowledge of the non-MAP-supported 
activity. 
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MEDT would be able to more readily ldentlfy unauthorized 
transfers of equipment if adequate property accounting rec- 
ords existed Lack of an adequate system could also cause 
problems in programing future requirements. MEDT, on the 
premise that the total requirements remain the same, does 
not adjust the programing when equipment earmarked for one 
MAP-supported unit 1s diverted to another one. We believe 
that not making these adlustments lessens the meaning of 
the concept of developing the program by MAP element or unit 
for a specified force structure In addltlon, MEDTls ra- 
tionale does not consider equipment diverted to non-MAP- 
supported units 

We brought our observations to the attention of MEDT, 
which advised us that it had spent considerable effort to 
increase the accuracy of the A-B-C Report and to systematize 
procedures MEDT agreed that accounting for dellverles by 
MAP element did not identify a delivery to a specific unit 
but stated that the MAP management system did not provide 
for more detailed ldentlflcatlon. 

MEDT commented that further accounting for equipment 
delivered to a specific unit was needed but that FANK 
should do this. MEDT stated that a system, although still 
imperfect, had been established and the data was at various 
elements of FANK. However, systematizing, organlzlng, 

& centralizing, and updating the data in an accounting and 
reporting system of this size presented a considerable de- 
gree of complexity for FANK 

We followed up on this matter in January 1973 and 
again in May and were informed that some corrective efforts 
were taken or were being planned. The FANK technlcal service 
maintained records of when and to what units certain mayor 
equipment items had been issued 

Individual FANK units were not yet malntalnlng unit 
records to show on-hand balances, although forms were being 
developed to show authorlzatlons, issues, and on-hand bal- 
ances After the records are establlshed, the lnformatlon 
will be verified during unit lnspectlons. 

We were informed that FANK was lncreaslng and upgradlng 
/its loglstlcs capablllty without advisory effort, although 
third-country nationals monitored the technical services’ 
depot actlvltles. Supply operations had been extended by 
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upgradlng the loglstlcs organlzatlonal structure ln the 
military regions According to MED? this actlon should 
improve unit equipment accountablllty Also, FANK loglstl- 
clans were establlshlng supply prlorltles and centrallzlng 
control over communlcatlons lines to Improve the supply 
dlstrlbutlon system 

In addition, MEDT was recelvlng perlodlc status reports 
on malor equipment items from various FANK elements MEDT 
was also receiving monthly combat-loss reports from FANK 
and was using the lnformatlon to adJust its A-B-C Report 

In May 1973 we found that MEDT and FANK control and 
knowledge of the actual dlstrlbutlon and locations of equlp- 
ment still needed Improvement PIED? lacked lnformatlon on 
what equipment had been issued to a speclflc unit, In our 
opinion, this reduced the effectiveness of MEDT's end-item 
inspections, since the inspectors could not verify the 
presence of the equipment 

The lack of specific equipment dlstrlbutlon lnformatlon 
could result In large-scale dlverslon without ready detec- 
tion by MEDT inspectors and without identifying the source 
of dlverslon. For example, In May 1973 we were informed 
that an Embassy inquiry showed that at least 107 MAP- 
provided Jeeps and many addltlonal Jeeps obtained from other 
sources were diverted to private use At MEDT's suggestlon, 
FANK tried to confiscate diverted MAP-provided Jeeps and to 
offer the equivalent of about $250 to recover the other 
military Jeeps. MLDT advised us that FANK had confiscated 
about 40 Jeeps but that It was doubtful any dlsclpllnary 
actions would be taken because FANK could not ldentlfy 
the source of the dlverslon 
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MANAGEMENT OF AMWNITION PROGRAM 

Ammunltlon has been the largest single MAP Item for 
Cambodia, representlng about $158 4 mllllon, or 43 percent 
of the $367.9 mllllon program for fiscal years 1970-72 

Management of the ammunltlon program was deflclent In 
determlnlng the quantltles to be perlodlcally resupplied and 
those to be Included In the overall program The lnformatlon 
used as the basis for programing ammunltlon was inaccurate, 
and the quantity to be resupplied was based on Issues from 
the main ammunltlon depot rather than on actual or proJected 
consumption Some units had sto”ckplled excessive amounts of 
ammunltlon while others were reporting shortages of the same 
type of ammunltlon. These problems were caused by 

--Inaccurate lnformatlon on weapon quantltles. 

--A lack of lnformatlon on the amounts of ammunltlon on 
hand at the units. 

--A lack of reliable ammunltlon consumptLon data 

--FANK’s failure to take forceful action to control unit 
stockage levels and to redlstrlbute excesses. 

DOD auditors reviewed ammunltlon management during 
January 1972 and found that Issues of ammunltlon to FANK 
could be reduced about $7 mllllon on a one-time basis by 
replacing the then-current French unit-of-fzre stockage sys- 
tem with the U.S. basic-load system. Stocking ammunltlon at 
the unit level under the U.S. basic-load system requires con- 
siderably less ammunltlon MEDT would have better vlslblllty 
over the ammunltlon program If end-item use inspectors were 
required to observe and report on the adequacy of storage 
facilities, compatlblllty of ammunltlon stored together, 
effectiveness and tlmellness of resupply, and the quantity 
of ammunltlon on hand by type. 
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During our followup in January 1973 and agaln In May, 
MEDT Informed us that FANK had taken or planned the following 
actions In response to Its recommendations 

--A general order outllnlng speclflc responslbllltles 
under a new ammunltlon system was Implemented in Feb- 
ruary 1973 to transfer control of ammunition Issue to 
the Director of Material, the offlclal responsible 
for storing and maintaining offlclal stock records. 

--The general order also lnltlated a dally stock status 
reporting system and a requirement for valldatlon of 
using units' ammunition requests. 

--A complete Inventory was taken at all ammunltlon de- 
pots and storage points. 

--Most FANK units converted from the French unlt-of- 
fire system to the United States basic-load stockage 
system and reduced ammunltlon to levels more com- 
patlble with their transport capabllltles. 

--FANK planned to establish a team to Inspect ammunition 
stores to determine excesses and to evaluate maln- 
tenance of ammunltlon stocks at the unit level 

MEDT informed us that It believed considerable progress 
had been made in ammunltlon management, despite problems 
FANK faced In developing an effective loglstlcs system while 
flghtlng a war. According to MEDT, the most serious problem 
now 1s the severe shortage of trained loglstlcs personnel to 
implement and maintain an effective management system. 

In May 1973 we found that the ammunltlon depots were 
preparing the dally stock status reports MEDT used this 
lnformatlon and required stockage levels to determine the 
amount of ammunltlon to be requlsltloned. However, the re- 
qulred stockage levels were based on weapon densltles which 
were not adJusted for losses 

DUPLICATE ORDER OF 
ROAD CONSTRUCTION EQUIPMENT 

During 1971 MEDT and AID placed duplicate orders for 
heavy roadbulldlng equipment for the GKR Mlnlstry of Public 
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Works This equipment consisted of 14 bulldozer tractors, 
20 roadgraders, and 15 scoop loaders at an estimated value 
of $1 4 million MEDT placed Its order after It agreed 
that AID would purchase the equipment under the commodity 
Import program The agreement partially Implemented the de- 
clslon to use AID funds to procure common-use-type Items, in- 
cluding some items already programed under MAP. This was 
to free ILAP funds for procurement of Items having direct 
military application 

We found that shortly after the meeting In the summer 
of 1971, when It. had been decided that AID would provide the 
equipment, an MEDT officer ordered the equipment through the 
military supply system In accordance with the agreement, 
AID lnltlated purchase actlon on October 1, 1971, not know- 
ing that MEDT had already requlsltloned the equipment 

On December 21, 1971, at another meeting attended by 
MEDT, AID, and Embassy offlclals, It was discovered that both 
agencies had ordered the equipment. AID attempted to cancel 
Its order but was unable to do so. The Chief, MEDT, said 
that the Country Team--prlnclpal U.S. offlclals in Cambodia, 
headed by the Ambassador- -had decided that, rather than cancel 
the requlsltlon, the equipment requlsltloned by MEDT would be 
dlverted to FANK units. MEDT stated that by redlstrlbutlng 
the equipment, both programed and unprogramed MAP requirements 
for these Items for fiscal years 1971-73 would be satlsfled. 

The DOD Mllltary Assistance Manual states that MAP ele- 
ment descrlptlons should contain speclflc Justlflcatlons for 
all requirements submitted. Properly prepared descrlptlons 
should leave no doubt about the need and about the manner and 
degree to which the assistance will accomplish planned ob- 
J ect ives We revlewed the MAP element descrlptlons for the 
seven FANK units to which the equipment was dlverted and 
found that the descrlptlon for only one unit mentioned bull- 
dozer tractors, roadgraders, or scoop loaders 

Because It was agreed during the summer of 1971 that 
AID would purchase the road construction equipment, It ap- 
pears that MEDT could have used $1.4 mllllon for higher prior- 
ity military Items Accordingly, we belleve that MEDT should 
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have canceled Its requlsltlon rather than divert the equipment 
to FANK units to satisfy lower prlorlty requirements. 

IMPROPER SALES OF U S MILITARY EQUIPMENT 

Various U S personnel said that Cambodian Armed Forces 
personnel had clandestinely purchased military equipment 
from ARVN personnel The United States had provided this 
equipment to ARVN under the Military Assistance Service-Funded 
program, and the transactlons were Illegal on the part of 
both the Vietnamese seller and the Cambodian purchaser 

From January through March 1972, DOD auditors examined 
this illegal activity The auditors told us that their audit 
coverage was extensive, therefore, we llmlted our review to a 
followup of u s actions to stop these actlvltles 

The DOD auditors were unable to determine the full extent 
of these equipment sales, but they concluded the practice was 
widespread with significant cost to the U S. Government They 
found that the equipment was sold at a fraction of orlglnal cost. 
For example, a list of equipment purchased from ARVN by one FANK 
commander indicated that $465,052 worth of equipment was sold 
for the equivalent of $257,558. The auditors believed that ARVN 
had probably reported the equipment as combat or maintenance 
losses, after which it could requisition replacement items through 
the U S supply system. 

The practice of purchasing U S. military equipment from 
ARVN apparently began about May 1970, when Vietnamese Armed 
Forces started operating In Cambodia The trade developed to 
the extent that FANK brigade commanders sent representatives 
to the Vietnam-Cambodia border with a list of Items they 
wished to purchase We were informed that Cambodian personnel 
In the Saigon area were also purchasing U S military Items, 
lncludlng new uncrated items 

Funds used by FANK commanders to purchase the equipment 
were probably obtalned through payroll padding, but ElEDT of- 
ficials stated that some FANK commanders also used their 
personal funds 

The DOD auditors recommended that the highest appropriate 
U S offlclals request their Vietnamese and Cambodian counter- 
parts to intervene to stop this practice They further recom- 
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recommended an lnvestlgatlon to determine the specific sources 
of purchases 

The Chief, MEDT, discussed the audit flndlngs with the 
Deputy Chief of the FANK General Staff and followed up the 
dlscusslon with a letter on March 21, 1972, requesting that 
the practice be stopped, The Commander, U S. Military Asslst- 
ante Command, Vietnam, also informed the Chief of the Joint 
General Staff of the Republic of Vietnam Armed Forces that 
the allegations were quite serious and warranted his personal 
attention 

The Chief, MEDT, informed us in May 1973 that the only 
corrective actions taken were his dlscusslon with the FANK 
Deputy Chief of Staff and his followup l&ter. The Chief, 
MEDT, advised us, however, that end-item inspection teams 
were alert to the problem and that he had no evidence sug- 
gesting the practice was contlnulng He said that FANK/ARVN 
border contact had stopped In January 1973, and this physl- 
tally obstructed these Illegal actlvltles. According to him, 
MEDT did not attempt to Identify the equipment purchased 
from ARVN, reduce the MAP-provided equipment by an approprl- 
ate amount, or insure that this equipment was included In the 
FANK inventory 

We did not verify that FANK had included the equipment 
In Its Inventory, however, we noted that the owners of at 
least 150 Jeeps acquired from other sources--probably from 
ARVN--considered them as private property. FANK seemed to 
recognize this since It was offering to purchase the Jeeps. 
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PAYMENT OF PHANTOM TROOPS 

Following the ouster of the Slhanouk government in 
March 1970, FANK expanded from a largely ceremonial force 
of 28,000 to 35,000 to over 200,000 The armed forces 
central headquarters was not equipped to adequately monitor 
and control strength Increases, nor was the decentralized 
pay system suitable for or able to cope with the paid force 
expansion 

In December 1972 the Cambodian Government Information 
Mlnlster reported that, at times, the Cambodian Government 
had paid salaries for as many as 100,000 nonexistent troops 
The Chief, MEDT, estimated In February 1973 that reported 
troop strength was padded by 10 to 15 percent Using these 
percentages, we estimated that FANK commanders may have 
drawn the local currency (reels) equivalent of $750,000 to 
$1 1 mllllon In January 1973 for phantom troop pay. During 
1971 and 1972 the United States provided the equivalent of 
about $56 mllllon as partial support for FANK pay and allow- 
ances, and on May 29, 1973, It provided an addltlonal 
$8 53 mllllon In reels for this purpose 

A GAO report issued to Congressman Michael J, Harrlng- 
ton, "Report on the Payment of Phantom Troops in the Cambo- 
dian Mllltary Forces" (B-169832, July 3, 1973), presented 
the phantom troop payment sltuatlon through early 1973 We 
followed up on this matter In June 1973 and noted that, 
although the problem had not been eliminated, some lmprove- 
ments had been made or were planned for personnel accounting 
and pay systems For April 1973 the payroll was reduced to 
245,652 troops, and by June 1 over 300 ineffective battal- 
ions had been dissolved According to U S offlclals In 
Cambodia, these actions substantially reduced payroll 
padding 

The new Finance Service installed a centralized pay 
system on a pilot basis In military regions II and III. 
Installation of the new system In mllltary region I was 
planned for July, by the end of July about 64,000 troops 
were to have been paid using the new centralized system 
Embassy offlclals informed us that the system would be fully 
operational by the end of 1973 
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U S and GKR offlclals acknowledged that unit 
commanders in the military regions greatly resisted 
lmplementatlon of the new system but that top-level FANK 
offlclals fully supported it The FANK Chief of Finance 
Service advlsed us that the primary deterrent to full lm- 
plementatlon of a centralized pay system was the lack of 
tralned personnel 

USE OF AUSTRALIAN TRUCKS 

In 1971 the Unlted States purchased from Australian 
manufacturers 600 trucks, 100 trailers, and associated 
material and services costing about $5 6 mllllon for Cam- 
bodia The trucks were lnltlally purchased for the clvlllan 
economy, but 350 were assigned to the Cambodian military 
MEDT did not include the 350 Australian trucks in the in- 
ventories for the FANK units or In the table of organlzatlon 
and equipment of the unit to which the trucks were assigned 
The trucks had been asslgned to FANK units since at least 
September 1971 In our opinion, assigned trucks should be 
treated the same as any other MAP-furnIshed equipment with 
regard to (1) property accounting, (2) programing, and 
(3) end-use lnspectlon 

MEDT offlclals agreed that accountablllty for the 
Australian trucks needed improvement and stated the trucks 
would be included in revised tables of organlzatlon and 
equipment MEDT stated that making such revlslons 1s a 
contlnulng process but that it 1s of lower priority than 
its other planning and programing actlvltles 

In 1972 a problem of continued loglstlcal support for 
the vehicles developed, prlmarlly as a result of the lnltlal 
declslon to purchase the vehicles from offshore sources 
A l-year supply of spare parts for the 600 trucks and 
100 trailers was lnltlally provided, and it was antlclpated 
that responslblllty for future spare parts support would be 
assumed by GKR, with assistance from United States or Aus- 
tralian economic ald programs 

Follow-on spare parts support became a problem because 
(1) the lnltlal offshore procurement necessitated purchasing 
follow-on spare parts from Australia and thus InhIbIted 
continued U S support, (2) the Australian Government had 
not offered future assistance for the vehicles, and (3) GKR 
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was not capable of funding the cost of the parts--estimated 
at $1 mllllon for the second year's supply 

The dlstrlbutlon of the vehicles between clvlllan and 
military agencies further complicated the spare palts sup- 
port problem The Office of the Secretary of Defense lnl- 
tlally determined that MAP funds would not be used for 
follow-on spare parts support of the Australian vehicles 
and that AID could not use its funds to support vehicles 
assigned to the military 

The Australian technical team chief advised us in 
April 1972 that vehicles would soon be inoperable if addl- 
tlonal spare parts were not provided Stocks of some parts 
were completely exhausted, and others were in critical short 
supply We were advised that 18 of the 350 trucks assigned 
to the military were inoperable as of May 11, 1972 

According to MEDT, FANK loglstlcal personnel were made 
aware that MAP funds would not likely be available and that 
they should explore the posslblllty of GKR financing or re- 
quest further support from the Australian Government How- 
ever, this posltlon was changed In late 1972 when the prob- 
lem of spare parts support grew more critlcal 

After MEDT said in August 1972 that 31 trucks were in- 
operable due to lack of spare parts, the Department of the 
Army was requested to determine the avallablllty of the 
parts The Department advised MEDT on August 25 that lnl- 
teal contacts with International Harvester, Inc , and Dodge 
Indicated that the parts were not available from U S 
sources and recommended that they be purchased from Aus- 
tralia 

In October 1972 the Defense Security Assistance Agency 
authorized $220,000 (subsequently increased to $254,365) to 
be used to purchase spare parts from the Australian manu- 
facturers The authorlzatlon stated the parts were urgently 
required to enable FANK to continue operating and malntaln- 
lng the trucks which were vital to its loglstlcs system 
Despite this urgent need, a contract was not issued until 
May 1973 Because the parts would not arrive in Cambodia 
before June 30 using prlorlty surface transportation, au- 
thorlzatlon was given to alrllft some parts from Australia 
to Cambodia at U S expense 
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AID also needed spare parts for trucks assxgned to the 
GKR public sector, however, 1-t planned to procure spare 
parts from U.S. sources. 

CONCLUSIONS 

During our review In 1972 several management problems 
were ImpairIng the efficiency and effectiveness of mllltary 
assistance. MEDT was using Inadequate procedures for re- 
celvlng and transferring material and equipment and for 
managing the ammunltlon program. Accounting for maJor 
equipment Items was also inadequate for proper surveillance 

In 1973 several organlzatxonal and procedural changes 
were made to improve program management, Transferrxng the 
MEDT element in Vietnam to Cambodia and shlpplng U.S. ma- 
terlal directly to Cambodia Improved recexpt and transfer 
procedures According to MEDT, add1 tlonal changes were 
made, or are planned, to improve equipment and ammunltaan 
management. 

The ellmlnatlon of Illegal actlvltles, such as ARVN’s 
sale of equipment to FANK, IS dlfflcult, particularly when 
transactions are made on an lndlvldual- to-lndlvldual basis 
The recommendations of the DOD Dlrectorate for Mllltary 
Assistance and Overseas Audits are sound, but addItIona 
action 1s necessary to properly manage the assistance pro- 
grams in both Vietnam and Cambodia 

Although U.S. offlclals in Phnom Penh have stated that 
payroll padding has been substantially reduced, we belleve 
the United States should continue to encourage GKR to xm- 

- plement and develop the new-pay system. 

Trucks purchased frqm Austrglla were prsv~&d to the 
Cambodian military but were never Included In the tables of 
organlzatlon and equipment for the mlllt.ary ~1% DOD 
purchased spare parts from Australia, but AID found that 
some parts were avallable from U S. sources 

RECOMMENDATIONS 

We recommend that the Secretary of Defense have the 
Chief, MEDT, continue to encourage FANK to implement an 
effective property accounting system designed to further 
Identify equipment delxvered to lndlvldual units 



To avoid the llllclt sales of equipment, we recommend 
that the Secretary of Defense have the Chief, MEDT 

--Take action to ldentlfy all U S military equipment 
llllcltly purchased by FANK personnel from ARVN and 
ellmlnate an equal number of end items from MAP 

--Have all llllcltly purchased equipment included in 
the tables of organization and equipment for FANK 
units if the equipment satisfied valid requirements 
and then take programing action to provide the neces- 
sary logistical support 

We recommend also that the Secretary of Defense 
(1) have the Chief, MEDT, determlne whether the Australian 
trucks assigned to FANK are being used to satisfy valid 
mllltary requirements and, if so, insure that appropriate 
programing adjustments are made to include the trucks In 
tables of organlzatlon and equipment and (2) require that, 
to the extent possible, future spare parts financed with 
MAP funds be purchased from U S. sources 
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ACCESS-TO-RECORDS DIFFICULTIES 

Our review of U S assistance to Cambodia dealing 
speclflcally with mllltary assistance was seriously hampered 
by the reluctance of DOD offlclals to give us access to docu- 
ments and records we considered necessary and pertinent 
They gave us access to only those documents which we were 
able to identify and request Even this required tlme- 
consuming screening at various DOD levels In certain 
Instances, knowledgeable DOD field offlclals were reluctant 
to answer questions about matters In their areas of responsl- 
blllty 

Members of our staff were required to wait up to 
3 months to look at documents they requested For example, 
on February 25, 1972, as part of OUT review of the management 
system for the MAP to Cambodia, we requested permlsslon to 
review MEDT's monthly activity reports These reports are 
considered a vital and integral part of MAP's internal man- 
agement control system We considered access to the reports 
necessary to adequately evaluate the effectiveness and effl- 
clency of the management of MAP 

We discussed with U S offlclals In Cambodia, Including 
the Ambassador, the problems we encountered in obtaining 
access to the reports By March 7, 1972, agreement had been 
reached with the Chief, MEDT, in Cambodia that we would be 
provided with the reports --minus any lnformatlon related to 
future MAP plans However, the Chief, MEDT, stated that 
before we could examine the reports, he had to obtain permls- 
slon from the Commander-In-Chief, Pacific (CINCPAC) 

On March 11, 1972, CINCPAC vetoed the agreement reached 
in Cambodia, primarily on the basis that the reports In ques- 
tion were personal management documents and as such could not 
be released to us This CINCPAC declslon resulted in addl- 
tlonal correspondence and dlscusslons between DOD officials 
and us Finally, on April 27, 1972, the Secretary of Defense 
authorized the release of "sanltlzed" monthly activity 
reports However, CINCPAC failed to communicate this decl- 
slon to the Chief, MEDT Consequently, we were not permitted 
to examine all the reports until May 23, 1972, 3 montns after 
we first requested the reports 

The above example 1s but one ok the numerous problems 
encountered In some cases, we were permitted to examine 
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“sanltlzed” copies of documents, and In otner cases we were 
permitted to examine the documents only after time-consuming 
delays We were told that the lnformatlon “sanltlzedl from 
the documents concerned future MAP plans, however, we have 
no way of knowing that this was the only type of lnformatlon 
deleted from the documents we were permitted to examine In 
some instances-- such as the duplicate ordering of engineering 
equipment for the GKR Ministry of Public Works--the reluc- 
tance to provide lnformatlon appeared to stem more from a 
desire to avoid embarrassment than from a desire not to dls- 
close future planning information 

As could be expected, these problems seriously disrupted 
our review Although we obtained sufflclent lnformatlon to 
report on several deflclencles in the management of MAP, we 
cannot be certain that we have the full story on otner man- 
agement areas 
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DEPARTMENT OF STATE 

Wash!n@on D C 20520 

July 11, 1973 

Mr. J, Kenneth Faslck 
Director, InternatIonal Dlvlslon 
Unlted States General Accounting Offlce 
Washlngton, D C. 

Dear Mr. Faslck. 

As requested In Mr. Stovall's June 5 letter to the 
Secretary of State, the Department has reviewed the draft 
of the General Accounting OffIce's proposed report to 
Congress entitled "UnIted States Assistance to the 
Khmer Republic (Cambodia) It 

With some few explanations, updatlng and modlfl- 
cations, we think that the GAO report presents a fair 
appraisal of the problems and successes of United 
States assistance to the Khmer Republic. The report 
responds frankly and satlsfactorlly to congressional 
concerns that U.S mllltary and security assistance 
remain clearly llmlted in scope yet avoid waste or 
mismanagement of U.S. supporting assistance. We found 
the GAO recommendations helpful and are now carrying 
out or planning to Implement many of the actlons 
recommended In the report 

Regarding the speclflc recommendations on pages 
four and five of the report, the State Department has 
the following comments 

-- Department agrees that the Secretary of State 
should provide a fuller report of costs to be 
counted against the congressional llmltatlon on 
U.S expenditures related to Cambodia Deter- 
mlnatlon of includable costs will be made by 
DOD and AID and coordinated with the Department 
of State. DOD and AID are responding separately 
to the GAO report 

[See GAO note, p. 69 ] 
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[See GAO note, p. 69.1 

The Department has considered carefully the recom- 
mendatlon that more clearly defined criteria quldellnes 
be provided the Mllltary Equipment Defense Team After 
consultation with Department of Defense offlclals, the 
Department decided that current guldellnes are adequate 
and clearly understood. In this regard, Department 
noted the GAO flndlng that the personnel celling has 
been scrupuously respected. Furthermore, If any ob- 
scurlty existed before the GAO team's arrival, its re- 
view has clarified this issue and identified areas In 
which MEDT should take care to avold assuming an ad- 
visory role Finally, the report clearly illustrated 
the need for close and contlnulng relations between 
MEDT and GKR military officers in order to respond to 
proper congressional interests In U.S. programs in Cam- 
bodia 

The Department of State understands that AID and 
DOD are responding separately to other GAO recommenda- 
tions and suggestions The Department is prepared to 
declassify the bulk of the report and discusses in 
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attachment number one the few Items that In Its oplnlon 
should remain classlfled Department comments on phan- 
tom troops and reporting of U S. expenditures are at- 
tached as enclosures two and three 

The Department concludes that the GAO monitoring 
and reporting along with the remarks from the field 
and Involved aqencles In Washington document the care- 
fully controlled and llmlted nature of the Unlted States 
assistance to the Khmer Republic In keeping with the 
terms set forth by the Congress and agreed to by the 
Executive Branch 

If I can be of further assistance In this matter, 
please do not hesitate to let me know. 

Sincerely, 

Deputy Asslstant Secrew 
for Budget and Finance 

3 Enclosures 

1 Declassification GAO Report 
2 Comments on phantom troops 
3. U S expenditures 
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Enclosure One 

Classlflcatlon of Draft GAO Report Entltled "United 
States Assistance to the Khmer Republic (Cambodia)" 

[See GAO note, p. 69 ] 

We understand that DOD 1s revlewlng the report to de- 
termlne what other classlflcatlons should be retalned because 
of military security 
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Enclosure Two 

GAO Draft Report on US Assistance Cambodia 

[See GAO note, p 69.1 
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Enclosure Three 

GAO Draft Report on US Assistance Cambodia 

Chapter 2 recommends: 

a) "That the Secretarles of State and Defense 
[See GAO note, P 69 1 

and fully Inform the Congress 
of the type and orqanlzatlonal level of advisory 
assistance provided to the Cambodian mllltary. 

b) "That the Secretary of State Insure that all costs, 
or reasonable estimates thereof, related to Cam- 
bodlan assistance, lncludlnq those not funded 
through normal forelqn assistance channels, be 
accumulated and applied against the llmltatlon 
In this connection the fair market value but not 
less than l/3 of acqulsltlon cost should be used 
to apply a cost of excess material aqalnst the 
limitation. Admlnlstratlve costs funded by AID/ 
Washlnqton but directly related to assistance 
for Cambodia should also be reported aqalnst the 
limltatlon." 

[See GAO note, p 69 ] 

To comply with the statutory requirements of admlnls- 
tratinq a Military Assistance Program, the Secretary of De- 
fense requires the In-country element (In this case the MEDT) 
to establish liaison and coordlnatlon with responsible offl- 
coals of the recelvlnq nation to insure orderly and effec- 
tive management of the program. These In-country adminis- 
trative and technlcal service personnel are not considered 
advisors. 

In Cambodia where the U.S 1s the malor supplier of 
military equipment and assistance, the personnel charged 
with responslblllty for the program must, per force, have 
a close and contlnulnq relatlonshlp with their Cambodian 
counterparts. 

We do not belleve that the MEDT 1s performlnq advisory 
functions that conflict with leqlslatlve restrlctlons ap- 
placable to Cambodia JYAP MEDT personnel are not assigned 
as advlsors to the Cambodian mllltary. 
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We agree that all costs or reasonable estimates 
thereof, related to Cambodian assistance and called for 
by SectIon 655(b) of the Foreign Assistance Act, should 
be counted against the llmltatlon. This has been our 
lntentlon in all the reports submitted to Congress and, 
as a result of the GAO report, we are requesting that DOD 
and AID review their submlsslons for the quarterly reports 
to Congress to Insure that all includable costs are reported. 
These agencies will be commenting separately and In more 
detail on this sublect 

The one-third valuation on excess material 1s used 
in the reports to Congress in part because of the 
dlfflculty of determlnlng the actual value on an ltem-by- 
item basis for every article provided. In practice, the 
one-third valuation has been generous. The Department 
of Defense has made perlodlc surveys of the actual value 
of excess material supplled under our mllltary assistance 
programs which lndlcate that its average value 1s con- 
siderably less than one-third. 

GAO note Deleted comments relate to matters discussed in the 
draft report which were omltted from or modified In 
the flnal report. 
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON D C 20523 

July 12, 1973 

Mr J K Fasxk, DIrector 
International Dlvlsxon 
U S General Accountxng Offlce 
WashJngton, D C 20548 

Dear Mr Faslck - 

I am forwarding herewith a memorandum dated July 10, 1973 
from Robert H Nooter, AssIstant Administrator of the 
Bureau for SupportIng Assistance, whxh presents the comments 
of the Agency for InternatIonal Development on the U. S 
General Accounting Offlce's draft report entItled, "U S 
Assistance to the Khmer Republx (Cambodia) II 

Sincerely yours, 

Enclosure As Stated 
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DEPARTMENT OF STATE 
ACENCY FOR INTERNATIONAL DEVELOPMENT 

BUREAU FOR SUPPORTING ASSISTANCE 
WASHINGTON DC 20523 

JUL 10 1973 

TO Mr John L Ganley, Acting AG 

FROM Robert H Nooter, AA/SA 
Q-A 

SubJect AID Comments on GAO Draft Report Titled "United States 
Assistance to the Khmer Republic (Cambodia)" 

Mr McFarland's June 5, 1973 memorandum to me asked for our comments 
on the SubJect GAO report I am attaching for your conslderatlon 
and for transmlsslon to the GAO a paper addresslng itself only to 
those recommendations and observations whxh we feel need to be 
modified or expanded 

Attachment a/s 

Clearances 
GC/SA HMorr1.s (draft)&.- 
SER/CCBI RLooper (draft)& 
PPC/RC MJHeyl (draft)& 
State EA/LC JMurphy (draft)64 
State PM TCoony (draft)& 
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AID COMMENTS ON GAO DRAFT REPORT TITLED 
YJNITED STATES ASSISTANCE ~0 THE KHMFR REPUBLIC (cAMBODIA)~~ 

1 With respect to the dollar ceiling on U S assistance to Cambodia 
established by Section 655 (b) of the FAA (the Symington Amendment) , 

[20] lthe report recommends on page 21 that “the Secretary of State insure 
that all costs, or reasonmtunates thereof, related to Cambodian 
assistance, including those not funded through normal foreign assis- 
tance channels, be accumulated and applied against the limitation 
In this connection, the fair market value but not less than l/3 of 
acquisition costs should be used to apply a cost of excess material 
against the limitation Administrative costs funded by AID/Washington 
but directly related to assistance for Cambodia should also be reported 
against the limitation ” 

a Excess Property AID has not previously been including excess prop- 
erty in its reporting on the Symington Amendment We will now attempt to 
ascertain one-third of original acquisition costs for excess property 1~1. 
Cambodia, plus the costs of packing, crating, handling, and transporta- 
tion, and include these figures 1~1 future reporting, including the final 
FY 1973 report to the Congress due July 30, 1973 In adopting the one - 
third valuation, it is our understanding that we are following the procedure 
used by the Department of Defense 11~ reporting under the Symlngton prove- 
sion and by the Department of State under Section Eight of P L 91-672 
(the Foreign Military Sales Act Amendments of 1971) 

b Administrative Costs Our reporting of Carmbodia economic aid obli- 
gations under Section 655(b) of the FAA has heretofore excluded Washing- 
ton administrative aosts on the grounds that the program figures presented 
to the Congress and used by the Congress as its basis for setting the 
dollar ceiling did not include these Washington costs We have previously 
stated this position to the GAO and have also cited the infeasibility of 
obtaining meaningful AID/W cost estimates We have also excluded from 
our aid obligations reports to Congress costs of the three administratively 
funded positions in Phnom Penh (the Economic Counselor, his Deputy, and 
the Counselor’s secretary) on the grounds that the costs of these posi- 
tions approximate the costs which would have been incurred in operating 
an Economic Section of the Embassy even in the absence of an economic 
aid program and are therefore not properly attributable to the cost of 
administering U S economic assistance to Cambodia 

In both of the above instances, we have followed the same pattern as used 
in reporting on economic assistance to Laos We have, however, been in- 
advertently reporting Mission administrative allotments for supplies 
(some $35,000 per year) Since this category of costs was not 
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included 1~1 the program presentation to Congress, and since the Laos 
program does not report such adrmnlstratlve allotments for supplies 
for that reason, we intend henceforth to exclude these costs from our 
Sectlon 655(b) reportmg, possibly showing these costs as a non-add 
footnote item 

This approach 1s fully consistent with a legal oplnlon rendered by 
the General Counsel of A I D on May 22, 1972, a copy of which has been 
furnished to the GAO 111 connection with its lnqulry on slmllar questions 
111 the Laos program The conclusion reached In that opI..nlon, while 
resting on several grounds, placed substantial reliance on the fact that 
Congress approved the celling amount based on a presentation which, for 
A I D at least, Included only program costs 

c 22 1 ‘2 The report states on page 24 that “The subsequent reduced level of 
the fiscal year 1972 progrti was 111 recognltlon of the lnvalld 
assmptlons and slow use of the 1971 program ‘* This is an overstatement 
The program was slow in getting off the ground due 111 palt to condltlons 

[241 ‘mentioned 1~1 the report on page 28, such as Cambodian importers’ unfarmll- 
arlty with the U S market and our rnltlal use of the General Services 
Admlms tratlon It should also be mentioned that the FY 1971 CIP grant 
of $50 rmlllon was made late in the fiscal year (May 31), and that the 
programmed amount for FY 1971 had been based on a full year’s unport re- 
qmrements We also assumed that the CIP would finance retroactively 
some goods previously purchased by the Cambodian government and en route 
to the country Such goods did not prove to be slgnlflcant 

As much of the FY 1971 program was actually utlllzed In FY 1972, It was 
logical to reduce the amount needed during FY 1972 This does not mean 
that the basic assumption of an unport requirement of roughly $70 rmlllon 
per year was lnvalld, rather, it represents the stretching out of the 
FY 1971 program over a full year’s import requirements and a consequent 
downward adlustment of the FY 1972 reqmrement Another reason for the 
lower FY 1972 amount was that Cambodian importers’ stockpiles of commodl- 
ties were somewhat higher than we had lnltlally assumed Lastly , althougl 
the CIP was, and continues to be, the rnam flnanclng source of Cambodia’s 
Imports, we and the Cambodlansconcluded in FY 1972 that it could not 
feasibly meet all Import needs Accordingly, a multilateral Exchange 
Support Fund was created to help fund a portlon of these Import requlre- 
ments The ESF has been a very usem mechanism for broadening mterna- 
tlonal support for Cambodia 

T~I-s slow startup has now been fully overcome, as detalled fully later 
111 this paper 

73 



APPENDIX III 

[See GAO note, p 69 1 

271 ‘5 The report states on page 29 that the AID Audltor General revlewed the 
Cambodian unport program,andported that he found the Ynovement of needed 
commodltles into the economy was being restrlcted because of excessive GKR 
import duties and taxes ” It 1s true that the taxes on imports are high 
Movement of commodltles through the economy 1s not the only criteria of the 
effectiveness of the AID program, however We are Interested 111 supplying 
commodltles, but we are also mterested, although to a lesser degree, ~TI 
the government’s maxlmlzlng revenues and reducing its overall budget defl- 
clt, whch taxes help accampllsh We belleve that the GKR 1s correct 1~1 
setting taxes (particularly on relatively less essential goods) high enough 
to secure revenues for its budget and to discourage hoardlng, speculation, 
and unduly high turnover 

[See GAO note, p 69 ] 
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8 With reference to the purchase of 15 front-end loaders under AID’s 
[ 3 6 ] ’ public sector procurement, the report states on page 33 that “AID was 

apparently unaware that Denmark was also provldmiiront-end loaders 
to the Ulstry and that these may have been sufficient to satisfy the 
requirement ” Both AID and the Mlnlstry were aware that the MInistry 
had front-end loaders, rollers, and other equpment provided under the 
Danish loan The front-end loaders which we supplied were addltlonal 
to these requirements, as indicated by the Mlnlstry of Public Works We 
roll ask the MInistry to document how and where it used all of the front- 
end loaders It received 

[31] I9 The draft report states on page 34, cltlng an AID Auditor General report, 
that the absence of a resident technical staff in Phnom Penh accounts for 
the fact that the power plant generators hnll not be on-stream any earlier 
than the end of 1973 The absence of technlcal staff 111 Phnom Penh 1s not 
the reason for the delay 1~1 the delivery of the generators The problem of 
offloading the heavy generators (60 tons each) 1~1 Phnom Penh delayed the 
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procurement bid opening until the matter was resolved in January, 1973 
Furthermore, such large generators are not stock items and require at 
least six months’ production time to manufacture Also, switch gear, 
connections, etc , must be manufactured and the complete system 1s to 
be tested in the U S prior to shipent to Phnom Penh for reassembly and 
install ation 

:351 IlO There is a statement on page 37 that the U S contributed 64 percent 
of the external foreign resources ~II the Fxchange Support Fund and that 
the contributions of others fell short When the U S Government learned 
r.n the fall of 1971 that the Cambodians were seeking to establish a multi- 
lateral foreign exchange fund, with initial capital of $35 million, we an- 
nounced that we would pledge up to $12 5 million to the Fund on a fifty- 
fifty matching basis, subject to Congressional approval We understood 
at the time that the Cambodians were planning to supply $10 mullion frcnn 
their own resources to this Fund, and we hoped that the remaining $25 mil- 
lion would be contributed by other nations including ourselves As events 
transpired, the United States contributed $12 5 million, the Cambodian 
government contributed $8 2 million of its own resources, as well as an 
IMF compensatory drawing of $6 8 million, while other-donor nations put 
up approximately $7 million Thus, total contributions for CY 1972 were 
$34 5 million, of which the U S share was 36 2 percent In CY 1973, we 
intend to give 50 percent of all contributions Current estimates of 
total contributions are $32 million, thus we would contribute $16 million 
If Cambodia and other nations can raise their contributions during this 
calendar year, we intend to match these additional amounts on a fifty-fifty 
basis up to a total of $17 5 million for CY 1973 

[ 34 I 111 ESF imports by country mentioned on page 38 We do not have available 
here data on the composition of Mainland China’s exports to Cambodia 
($3 1 million) 1~1 CY 1972, but believe they were primarily agricultural 
goods (bamboo and foodstuffs), pharmaceuticals, and possibly light mdus- 
trial goods 

Also, according to our records, New Zealand exported to Cambodia an amount 
less than the amount of its contribution to the ESF 

Conclusions, Chapter 3 

[See GAO note, p 69 1 
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While Cambodia was slow to utlllze our aid lnltlally due to unfamll- 
larlty with the American market and our lnltlal choice of GSA as 
the procurement agent, there 1s no questlon but that this start-up 
problem has been overcome CIP llcenslng has been running at an 
average rate of $1 mllllon a week for over the past year, and demand 
for mports via the Nouveau Marche 1s also brisk - about $600,000 a 
week srnce January To date, all of the FY 1971 and 1972 funds have 
been utilized, as has over $50 mllllon of the $68 mllllon FY 1973 
program There 1s no question that without foreign assistance and 
the Government’s new economic pollcles, the rate of lnflatlon would 
have been intolerable and the economy would have ceased to be viable 
Over each of the last three years, as Imports have lncreaslngly been 
arrlvlIlg, the money supply expansion has declined from 73 percent 
to 52 percent to 39 percent, respectively Furthermore, the program 
has provided mllllons of dollars of commodltles 1n the marketplace 
which would not otherwise have been available, lncludlng gasolme, 
electricity, rice, and bread, which would have been unavailable at 
any price without our aid In summary, lnltlal absorption problems 
have been overcome, and U S economic assistance 1s being absorbed 
at the full ra.te Of the w 1974 I?XpeSt (See GAO note 2, p 78) c 

[ 38 1 1 Recomnendatlons , Chapter 3, page 42 

[See GAO note, p 69 1 

Under the CIP we finance eligible comnodltles necessary to prevent 
a marked deterloratlon in llvmg standards, and exclude all luxury items 
from CIP financrng At the same time we do not want to choke lndustr1a.l 
development by cutting off supplies of lndustrlal raw materials Our 
policy has been to finance such commodltles as soft drink concentrate 
for the soft drink industry We have also financed ball point pen 
refills for the pen factory, thus helprng supply a component for a 
locally produced useful item and allowing a local industry to survive 
The production and dlstrlbutlon of soft drinks throughout the country 
provides llvellhood for about 60,000 people Moreover, the sugar con- 
tent 111 soft drinks often represents the mam caloric input in the 
diet of the average Cambodian The local production of ball point pens, 
besides representing employment, results 1n a low-cost product reqmred 
by the school-age populace, thus savmg a greater amount of foreign 
exchange which would be required to import the finished writing lmple- 
ment These items are still eligible for AID financing 
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2 The third recommendation 1s “That the Administrator encourage 
the proper and prompt use of ccmnnodltles provided for the public and 
private sectors ” 

We could not agree more, We belleve that now the program has reached 
its operating momentum, CIP llcenslng has been running at about $1 
rmlllon per week The private sector is functioning Each unporter 
makes his own Judgment of saleability and need before he deposits his 
local currency 

GAO notes 

1 The numbers In brackets refer to pages in this 
flnal report 

2 The amount which AID cites for the fiscal year 
1973 program Includes $20 mllllon contributed to 
ESF 

SA/C 7/9/73 
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DEFENSE SECURITY ASSISTANCE AGENCY 

AND 

DEPUTY ASSISTANT SECRETARY (SECURITY ASSISTANCE) 0~sD/lsA 

WASHINGTON DC 20301 31 AUG 1973 
In reply refer to 
I - 10499/73 

Mr Oye V Stovall 
D I rector 
lnternatlonal Dlvlslon 
U S General Accounting Offlce 
Washington, D C 20548 

Dear Mr Stovall 

The sections of the GAO draft report, dated 5 June 1973, 
“United States Assistance to the Khmer Republic (Cambodra)“, 
(OSD Case #3630), that relate to Department of Defense actlvltles 
have been reviewed 

Comment on all the suggestions and recommendations and on 
each of the maJor flndlngs and conclusrons that pertain to 
Department of Defense actlvltles IS contained In the attachment 
to thrs letter 

Comment on security classlflcatlon will be furnlshed separately 

In accordance with DOD Directive 5200 1, you are authorized to 
release classlfled portlons of this report to the Congress 

It IS requested that this reply be published as an appendix 
to the f 1na1 repel t 

VIce/AdmI ral, USN 

Attachment 
a/s 
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COMMENT BY THE DEPARTMENT OF DEFENSE 
ON THE GAO DRAFT REPORT, DATED 5 June 1973, 

“U S ASSISTANCE TO THE KHMER REPUBLIC (CAMBODIA)” 
(OSD CASE #3630) 

GAO FIndIng The MEDT-C was engaged In actlvitles beyond Its primary 
funct Ion It operated much the same as a Mllltary Assistance Advisory 
Group 1t-1 any other country, performing the following actlvlttes 

- Recommending changes In force structure 

- Advising and assisting on contingency plans and Improvements In 
the ml 1 ltary organlzatlonal structure 

- Providing technlcal assistance on all logIstIca aspects of the 
Military Assistance Program 

- Providing technical Military Assistance and information concerning 
MAP furnished material. 

Also, special TDY teams looked Into many aspects of the Cambodian 
Military, unrelated to equipment delivery, e.g the off Ice of the 
AdJ utan t General , the Chref of Finance and Audit and a study to 
develop a prisoner of war program (p 2, 12, 14 and 20) [l 10 to 12 and 193 

GAO Recommendat 1 on We recommend that the Secretaries nf State and 
Defense (See GAO note, p. 88 ) 

- - fully Inform the Congress of the type and organIzatIona 
level of advisory assistance provided to the Cambodian military 
(p 4 and 20) rzandlg$ 

DOD Comment Nowhere In the report IS there any suggestion that there 
has been any vlolatlon of the Cooper-Church amendment It IS our view 
that the guIdelInes are sufficient, and attempts to precisely define 
duties will only serve to Increase the already burdensome admlnrstra- 
tlve workload on the MEDT 

The GAO, by placing an lnordrnately narrow rnterpretatron on the remarks 
of the Secretary of Defense, Infers that the MEDT has no responsrbrllty 
except to keep track of the dellverles of equipment This IS InconsIstent 
with other findings of the GAO and with MEDT responsrbllltres under the 
FAA The MEDT must coordinate closely with FANK on force Structure and 
simikr SubJects to Insure properly organized and trained units capable 
of usrng mllrtary assistance supplles and equipment requested by the 
GKR MEDT personnel must rematn In dally contact with FANK personnel 
In the loglstrcs field to Insure a workable Interface between U S and 
FANK systems and In other areas, such as reviewing the MAP program, 
determining FANK capablllty to utilize and malntaln equipment, coordl- 
natlng and Item InspectIons monrtorlng tralnrng, and monltorrng supply 
requirements practlcularly ammunitIon Studies conducted by the special 
teams operatrng rn Cambodia, e g Adjutant General and Chief of Finance 
and Audit, are essential to Identify the scope, dlmenslon and cause of 
the problems which the report elsewhere recommends that the MEOT bring 
under control 
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GAO FIndIng Although reported expenditures lndlcate the dollar cerllng 
was not exceeded, an adequate system has not been establlshed to ensure 
al 1 costs are reported All costs associated with U S actlvltles III 
Cambod la were not reported e g 

- About 250 to 300 U S mllttary instructors were provided by MACV 
during FY 1972 to train Cambodian troops in Vietnam 

- MEDT used over 170 lndlvlduals on TDY for varying periods of time 
during FY 1972 

- MII ltary personnel costs estimated at $600,000 were reported against 
the llmltatlon These were underestimated The MEDT’s admInIstratIve 
budget estimated military personnel cost in FY 72 at $1 5 million 

- DOD valued excess defense articles (EDA) at l/3 acquisition value 
The EDA, esttmated at $4 8 mIllIon, was generally In servtceable 
condltlon or needed only minor repair 

- Other costs not reported under the llmrtatlon were 

-- Defense Attache Off Ice $681,000 

-- U S Navy O-C-I-C 34,000 

-- DOD Contingent Communlcatlon Facility 43,000 

-- Tactical Al r Control Al r Net 226,000 

-- DOD Troposcatter Communrcations facility 375,000 
(p 2, 12 and 16 through 20) 11 10 and 13 to 1711 

GAO Recommendation The Secretary of State should apply and report all 
costs against the dollar llmltatlon, Including those funded outside 
the Foreign Assistance Approprlatlons and Public Law 480 (p 4) [2and2011 

DOD Comment Department of Defense Input to the report relat Ing to the 
Cambodian celling IS provided Department of State In accordance with 
guidance promulgated by State We have been advised that the guidance 
IS being revised to Include certain of the costs rdentrfled by the 
GAO, I e 

M111tary personnel costs, lncludlng, 
-Military lnslructors for Cambodian troops tralnlng outside Cambodia 
-TDY personnel In Cambodia 
-MEDT personnel costs 
-Defense Attache Office 

These costs WI 11 hereafter be Included In Defense totals 
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Reportrng of Excess Defense Articles (EDA) at l/3 acqulsltlon value 
IS consistent with the legislative provlstons relating to grant of EDA 
and Defense practice In the valuation of EDA worldwlde 

The following costs, cited by the GAO, were not reported against 
the leglslatrve celling pursuant to Section 655(d) of the FAA of 1961 
as amended 

DOD Contingent Communlcatlon Facility 
Tactical Al r Control Air Net 
DOD Troposcatter Communlcatlon facility 

GAO Findings Equipment receipt and transfer procedures were Inadequate 
(p 3, 44, 48 to 51 and 60) ~2 39 and 43 to4511 

Management of the ammunttlon program was deflclent In determining needed 
quanttties ( p 3, h-4, 55 to 58) [2,39 and50and5111 

GAO Recommendations The Secretary of Defense should Improve MEDT’s 
property accounting system to maintain accurate ldentlflcatlon of assets 
prove ded (p 60) [ml - 

MEDT should continue to encourage the FANK to Implement Its plans to 
achieve more effective management of ammunltron (p 60) ~501~ 

DOD Comment The condltrons crted relate to the time period prtor to mid- 
1972 and, as noted In the report, were caused In large part by shipping 
to Cambodia through Vietnam and by the separation of the MEDT Into 
forward and rear elements Changes based on speclftc recommendations 
of the GAO have been Implemented by the MEDT Fact sheets detalllng 
speclflc corrective actions taken were provided to the GAO by the MEDT 
In February and Jyne 1973 Extracts appear on page 50 of the report 

GAO Finding MEDT did not cancel a $1 4 mlllron requlsltlon for construc- 
tlon equipment after It knew AID had provided the sarle cqulpment to 
sat I sfy the requl rement (p 3, 33, 34 and 58 to 6: [2 39 and 51 to 5311 

DOD Comment The normal coordlnaf Ion of USAI D and MEDK In the area of AID- 
MAP Interface revealed the duplfcate requlsltlon OF constructlon equip- 
ment The Country Team reviewed the alternatives and concluded that a 
vital requirement existed In both the c1v11 and military sectors The 
MAP assets were then allocated to FANK for Issue to engineer companies 

and battalions, ammunltron depots, naval support bases and a tactical 
al rbase wrng FANK TO&E authorlzatlons drd exrst for these equipments 
The additional constructron equipment was needed on an urgent basis for 
constructron of security bases along Route 4, defensive posrtlons at 
various locations, upgrading of airfields, construction of military 
tralnlng centers and mliltary dependent housing Full detal 1s were 
provided by MEDT memorandum of 10 June 1972 
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LAO FIndIng The systems used to account for equipment delrvertes to 
lndlvldual units were Inadequate or not properly Implemented (P 3, 
44, 51 to 54 aqd 60) 12 39 and43to4911 

GAO Recommendation MEOT should continue to encourage the FANK to Implement 
an effective property accounting system deslgned to further Identify 
equipment delivered to lndlvldual units 

000 Comment As a result of MEOT-C encouragement, the FANK G-4 IS now 
implementing a regulation to require unit reporting on a quarterly cycle 

of TOE equipment This report ~111 assist FANK to manage assets to 
the unit level FANK lnspectlon teams - and the FANK/MEOT Joint End 
Item Utilization InspectIon effort - ~111 be better able to check 
equrpment status The MEOT will continue to hark with the FANK AssIstant 
Chief of Staff for Loglstlcs In ImprovIng verlflcatlon and accountabIlity 
of equipment destined for rndlvldual units 

GAO Flndrng U S and Cambodian government offlcrals acknowledge that 
payments have been made for non-existent troops and that as of March 
1973 the practice had not been eliminated The full extent of the 
problem IS unknown but GAO estimates that for January 1973, phantom 
troop pay was the equivalent of nearly $1 0 mrllron (P 3) El1 

GAO Conclusion Neither the U S Government nor the GKR know the extent 
of the phantom troop problem (See GAO note, p 88 1 

the United States should continue 
to urge the GKR to Implement corrective actions (p 68 & 69) C55and 5611 

000 Comrlen t The report describes the sltuatlon relating to payroll practices, 
the actions taken by the U S and the corrective measures Instituted by 
the FANK The Defense role IS llmrted to providing assistance to the 
Ambassador In monrtorlng release of local currencies In accordance with 
provisions of the Country Project Agreement and recommending management 
practtces which ~111 ensure effective use of assistance provrded by the 
United States 

(See GAO note, p. 88 ) 

The rap! d expans ion of FANK 
payroll strength resulted from the authorrLatlon for territorial unit 
recrultrng In response to the mllrtary sltuatron 
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GAO Flndrng Do0 auditors reported that Cambodian military personnel 
had made unauthorized purchases of a slgnlflcant amount of U S 
military equipment (p 3) r2P 

GAO Recommendatrons The Chlei MEDT-C should take actlon to identify all 
U S military equipment rlllcltly purchased by YANK personnel from the 
ARVN and eliminate an equal number of end Items from the Military 
Assistance Program 

The Chief MEDT-C should have all 11llcltly purchased equipment Included 
In the tables of organlzatlon and equipment for FANK units If the 
equipment satisfied valid requirements and then take programming acirons 
to provide the necessary logIstIca suppdrt 

(See GAO note, p. 88 ) 

DOD Comments The frndlngs of the Defense audit are acknowledged However, 
since that time, the GKR has published a decree forbidding this practice 
There IS no longer contact between the FANK and ARVN along the border, 
therefore the practice IS geographlcally Impossible- There IS no evidence 
to lndlcate that this practice IS contlnulng 

End Item utrlrzatron rnspectlons Indicate that units have In large part 
Incorporated this equipment In the1 r property r&cords Since spare parts 
are programmed based on equipment densltles and usage factors, and 
ammunltlon IS reprogrammed based on weapons density and combat consump- 
tion, these Items are provided the necessary logIstIca support 

Oee GAo note9 p l 88.) 
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(See GAO note, p. 88 ) 

GAO Finding Austral Ian vehicles valued at $5 6 mill Ion were purchased 

(See GAO note, p 88 ) 

- the offshore procurement comullcated follow up spare parts support 
(p It and 80 through 83) [2and56t05811 

(See GAO note, p. 88 ) 
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(See GAO note, pa 88 ) 

GAO Flndtng The offshore procurement complicated follow-up spare parts 
support (p 4 and 80 to 83) C2and56t05811 

GAO Recommendation The Secretary of Defense and the Admlnlstrator of 
AID take actlon to Insure continued spare parts support to protect the 
$5 6 mtllron Invested, and that potential U S sources be adequately 
consldered and used (p 15 and 87) t3and 5811 

DOD Comment Defense concurs rn the recommendation Action IS underway 

to Insure spares support under the MAP program The Department of Army 
IS lnvestlgatlng the avaIlabIlity of spares from U S sources al leged 

by the GAO Off-shore procurement ~111 be dependent on the results ot 
thrs rnvestlgatron 

GAO Finding MEDT had not Included 350 Australian trucks In the Inventories 
maIntaIned for the FANK units or in the table of organization and equrp- 
ment of the unit to which the trucks are assigned (p 4 and 85 to 87) t2anctsyl 

GAO Recommendation Chief, MCDT should determrne whether the trucks 
assigned to FANK satisfy valid military requirements, and If so, that 
appropriatie programmlng adJustments be made to include the trucks 
rn TO&E’s (P 87) 13 and 5811 

DOD Comment Defense concurs rn the recommendation The trucks have not 
been Included rn the Table of Organlzatlon and Equipment (TO&E) as noted 
by the GAO The assets are shown In MAP Element 7 FCA (CIvIl-Military 
Related Items) and two supportrng Formats X exist for 600 truLks TO&E 
revlslon IS a contlnurng process of lorret prlorlty than other programmtng/ 
planning actions The trucks ~111 be Included In TO&E changes now being 
formulated It should be noted that these assets de been recognized 
in revising downward the truck requirements of the nmer Armed Forces 
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GAO Comment As could be expected, the problems we encountered In obtaln- 
Ing access to pertinent offlclal records had a serious dlsruptrve effect 
on the conduct of an orderly revtew 

DOD Comment It IS not Department of Defense policy to delay or Impede 
the General Accounting Office In the proper performance of Its function 
That delays In securing access to records occurred during the course 
of thts review whrch the GAO considered trme consumrng or unnecessary 
IS regrettable In order to reduce delays of this type In the MAP/MASF 
area, rt IS now our practice to require Unified Corrmand or DOD review 
only to determine material which should be speclflcally denled the GAO, 
rather than that which should be provided This WI 11 not provide access 
to materral previously denied, but WI 11 facr 1 Itate access at the MAAG 
level to material appropriate to the GAO review 

Certain categories of InformatIon ~111 continue to be denied to GAO 
or be provided subject to specific approvals or in an extract or 
summary form 

- Budget/program data for f Iscal years not yet presented to the 
Congress WI 11 not be released 

- Documents related to tactical operatronal planning, conduct of 
military operations, war plans, force deployments, force goals, 
lntellrgence collectlon and analysis ~111 not be released 

- Specific authority of the Assistant Secretary of Defense (Inter- 
national SecurlLy Affairs) for release of 

-- Conf ldentlal correspondence exchanged between heads of State 

-- Pres tdent 1 al Memoranda 

-- Performance evaluation reports 

-- Internal Executive Branch working papers and Memoranda 

-- Documents revealing sensltlve InformatIon about the conduct 
of United States negotlatlons with foreign countries 

-- Other material which the Ambassador or major MI 1 I tary Component 
Commanders cons rder may be scns 1 t Ive and could, I f revealed, 
have a serious adverse effect on the conduct of UnIted States 
foreign relations or othelwlsc prcJudIce the national Interests 
of the Unl ted States 
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- Whenever access IS denled to speclflc doucments, efforts w11i be 
made to extract or summarize the InformatIon In order to factlrtate 
the GAO review 

GAO note Deleted comments relate to bndlngs, conclu- 
slons or recommendations In the draft report 
which were modxfled or omltted from the final 
report prior to receipt of DOD comments on 
September 7, 1973 
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GAO REMARKS ON DOD COMMENTS 

DATED AUGUST 31, 1973 

DOD commented that our report does not suggest a 
vlolatlon of the Cooper-Church amendment and that GAO has 
narrowly Interpreted the remarks of the SecretarIes of State 
and Defense when MEDT was established It was not our pur- 
pose to ascertain whether or not MEDT, in providing advlce 
to the Cambodian mllltary at the headquarters level, vlolated 
the Cooper- Church amendment We recognize that MEDT must 
coordinate with FANK to properly discharge its responslblll- 
tl es Nevertheless, we belleve that the Congress should be 
kept fully informed of the type and organlzatlonal level of 
advisory assistance provided to the Cambodian military 
(See pp 10 to 12 and 19.) 

DOD commented that new guidance 1s being developed for - 
reporting costs under the dollar celling and that certain 
types of costs identified by GAO would be reported in the 
future The Department indicated that certain other costs, 
such as the contingent communlcatlons faclllty, the tactical 
air control air net, and the troposcatter communlcatlon 
facility, may not be reported under the celling. DOD did not 
provide any rationale for excluding these costs We believe 
tnat to be consistent with the leglslatlve prov1slons, all 
costs applicable to U S programs in Cambodia should be 
reported under the celling 
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PRINCIPAL OFFICIALS RESPONSIBLE FOR ADMINISTERING 

THE ACTIVITIES DISCUSSED IN THIS REPORT 

Tenure of office 
From To - 

DEPARTMENT OF STATE 

SECRETARY OF STATE 
Henry A Klsslnger 
Wllllam P. Rogers 

Sept. 1973 
Jan 1969 

ASSISTANT SECRETARY FOR EAST'ASIAN 
AND PACIFIC AFFAIRS 

Arthur W Hummel, Jr (acting) May 1973 
Marshall Green Apr. 1969 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

ADMINIS'IRATOR 
John A. Hannah Mar 

ASSISTANT ADMINISTRATOR FOR 
SUPPORTING ASSISTANCE (note a) 

Robert H Nooter Sept 
Roderlc L. O'Connor Aw 

, ASSISTANT ADMINISTRATOR FOR 
EAST ASIA (note a) 

Roderxc L O'Connor July 

DEPARTMENT OF DFFENSE 

SECRETARY OF DEFENSE 
James R. Schlesinger June 
William P Clements (acting) APr 
Elliot Richardson Jan 
Melvin Lalrd Jan. 

1969 

1972 Present 
1971 Sept 1972 

1969 July 1971 

1973 Present 
1973 June 1973 
1973 May 1973 
1969 Jan. 1973 

Present 
Sept 1973 

Present 
May 1973 

Sept 1973 
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Tenure of offlce 
From To - 

DEPARTMEnJT OF DEFENSE Icontinued) 

c ASSISTANT SECRETARY OF DEFENSE 
(INTERNATIONAL SECURITY 
AFFAIRS) 

Robert C Hill May 1973 
Lawrence Eagleburger (acting) Jan 1973 
G Warren Nutter Mar 1969 

DIRECTOR, DEFENSE SECURITY ASSIST- 
ANCE AGENCY/DEPUTY ASSISTANT 
SECRETARY OF DEFENSE (SECURITY 
ASSISTANCE) (note b) 

Vice Admiral Ray Peet June 1972 
Lt Gen George M. Selgnlous Sept 1971 
Lt Gen Robert H Warren July 1968 

COMMANDER IN CHIEF, PACIFIC 
Admiral Noel A Gayler Sept 1972 
Admiral John S McCann, Jr July 1968 

U S MISSION TO CAMBODIA 

UNITED STATES AMBASSADOR TO THE 
KHMER REPUBLIC 

Thomas 0 Enders 
(Charge d'Affalres) 

Emory C. Swank 
Lloyd M Rives (Charge 

d'Affalres) 

COUNSELOR OF EMBASSY FOR ECONOMIC 
AFFAIRS (note c) 

Thomas Olmsted 
Miles G. Wedeman 

Sept 1973 
Sept 1970 

Aw 1969 

Present 
May 1973 
Jan 1973 

Present 
June 1972 
Aw 1971 

Present 
Sept 1972 

Present 
Sept 1973 

Aw 1970 

Aw 1973 Present 
Mar 1971 July 1973 
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Tenure of office 
From To - 

U.S. MISSION TO CAMBODIA (continued) 

CHIEF, MILITARY EQUIPMENT DELIVERY 
TEAM, CAMBODIA 

Brig Gen. John R. D Cleland, 
USA Feb 1972 Present 

Brig Gen. Theodore C Mataxls, 
USA Jan 1971 Feb 1972 

aIn August 1971 AID revised its organlzatlonal structure 
regarding East Asian programs. The changes in titles are 
reflected accordingly 

b Before September 1971 this was Deputy Assistant Secretary 
of Defense (Military Assistance and Sales) 

'Senior AID representative in Cambodia 
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