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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON. D.C. 20588 

M O V  1 4 1967 

To the President of the Senate and the 
Speaker of the House of Representatives 

The Department of Defense's management of equipment accu- 
mulated in inventory for  sale o r  grant to other countries under the 
military assistance program has been reviewed by the General Ac- 
counting Office. 

Our examination revealed a need for the Department to improve 
procedures at operating levels to account for, screen, and utilize 
equipment accumulated in the military assistance program inventory. 
We found that millions of dollars worth of equipment had not been 
considered by the Department in filling program requirements. At 
the same time, additional equipment was to be procured o r  obtained 
from Army stock to meet requirements which should and could have 
been met with the equipment on hand. 

Defense and Army officials agreed generally with our findings, 
conclusions, and proposals for corrective actions. They informed us 
that measures had been taken o r  were in process to improve rnanage- 
ment procedures and controls over military assistance program 
inv ento ri e s . 

We believe that the Department's plans, if properly carried out, 
will improve the administration of this equipment with a reduction in 
cost to the Federal Government. W e  intend to review the Departmentfs 
actions as part of our continuing review of the military assistance 
pro g ram. 

We are  reporting this matter to the Congress to point out the 
steps taken by the Department of Defense and the Department of the 
Army to strengthen management of military assistance program in- 
vento ri e s. 
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Copies of this report a re  being sent to the Director, Bureau 
of the Budget; the Secretary of Defense; and the Secretary of the 
Army. 

Comptroller General 
of the United States 
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DEPARTMENT OF THE ARMY 

INTRODUCTION 

The General Accounting Office, pursuant to the Budget 
and Accounting Act, 1921 (31 U.S.C. 53), and the Accounting 
and Auditing Act of 1950 (31 U . S . C .  67) ,  has reviewed De- 
partment of Defense and Department of the Army management 
of selected major items of equipment for the military as- 
sistance program. Our review covered the period January 
1963 through November 1966 and was directed primarily to an 
examination of management matters which, in our opinion, 
needed attention. 

Our review was performed at the Office of the Assis- 
tant Secretary of Defense (International Security Affairs), 
the Department of the Army,  the Army Materiel Command, and 
three national inventory control points. The scope of our 
review is set out in detail on page 23 of this report. 

At the completion of our review, we submitted our 
findings, conclusions, and proposals to the Secretary of 
Defense. By letter dated July 13, 1967, the Deputy Assis- 
tant Secretary of the Army (Installations and Logistics), 
on behalf of the Secretary of Defense, furnished us the 
comments of the Department of Defense and the Department of 
the Army. 
have been included, as appropriate, in the report. 

These comments are presented as appendix 1 and 
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BACKGROUND 

The authority for the military assistance program (MAP) 
is provided for in the Foreign Assistance Act of 1961, as 
amended and as evolved from predecessor legislation. The 
act provides for free military assistance on a grant-aid 
basis and allows the sale of defense articles and services 
to eligible foreign countries. 

The management of the MAP is the responsibility of the 
Secretary of Defense. General authority to act for the 
Secretary of Defense on MAP matters is delegated to the 
Assistant Secretary of Defense (International Security 
Affairs) by Department of Defense (DOD) Directive 5132.3. 
In addition to other duties, International Security Affairs 
(ISA) develops, coordinates, and establishes procedures per- , 
taining to the MAP. The authority for implementing ap- 
proved programs has been delegated to the military depart- 
ments. 

In this regard, the Department of the Army designated 
the Army Materiel Command (AMC) and its subordinate commands 
as the implementing and supplying agencies for Army supply 
actions for the military assistance program. Many of the 
AMC subordinate commands function as national inventory 
control points (NICPS) for the management of designated 
classes of equipment. Separate MAP offices at AMC and at 
each of AMC's subordinate commands have been established to 
implement the Army's portion of military assistance programs. 

Military assistance procedures to be followed by the 
military departments are prescribed by the Office of the 
Director of Military Assistance. These procedures are set 
out in the Military Assistance Manual and in various DOD 
directives and instructions. Supplemental or implementing 
procedures have been published by the Army, AMC, and AMC 
subordinate commands. 

The implementation of approved grant-aid country pro- 
grams is initiated by the issuance of MAP orders. 
acting in behalf of the Army, receives MAP orders from DOD 
and issues extracts of the MAP orders to its subordinate 
commands to authorize supply actions. 

AMC, 

2 



MAP orders authorize the Army either to provide equip- 
ment from its own stocks or to initiate new procurement. 
The Army is reimbursed for equipment and services provided 
under a grant aid or an approved military assistance sales 
order when (1) the MAP recipient country receives the goods 
or services or ( 2 )  the Army transfers ownership of material 
to the military assistance program-owned material (MAPOM) 
account. 

For certain tentative grant-aid or sales requirements, 
the Army is authorized to reserve its own stock for speci- 
fied periods of time in anticipation of the requirements 
becoming firm. Such reservation ensures that the United 
States can deliver the equipment if proposed sales to 
eligible countries materialize or if ISA issues a firm MAP 
order. 

According to a Department of the Army letter dated 
May 23, 1966, to AMC, the reservation of any such stock is 
to be canceled promptly upon expiration of a specified per- 
iod of time which was referred to in the letter as 90 days. 
Equipment held in such a reserved status, as opposed to the 
MAPOM account, is commonly referred to as Army-owned equip- 
ment reserved for M A P .  

A MAP-ownership account has been established to record 
transfers of ownership and to provide prompt reimbursement 
to the Army for equipment which cannot be immediately de- 
livered to a recipient country. Equipment recorded in the 
ownership account is referred to as MAPOM or as MAP-owned 
equipment. 

The account is used to record MAP-owned equipment pend- 
ing delivery, sales, transfer, or disposal. This material 
can consist of (1) equipment which is assigned to a valid 
MAP requirement and is being held awaiting shipment, 
(2) equipment which has been canceled from the original 
recipient country program and for which there is no valid 
outstanding requirement, commonly referred to as unassigned 
MAP-owned equipment, and (3)  unassigned MAP-owned equipment 
which is being reserved for anticipated grant-aid or sales 
requirements. 
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becomes ava 
.P equipment 

. ses ,  it is not possible to deliver programmed 
to the grant-aid recipient country as soon as 
.ilable. This is especially true in the case 

of an entire missile system where all equipment must be as- 
sembled and tested before it can be shipped to a country as 
a complete package. 

In other cases, equipment becomes available when a 
country program is canceled after the equipment has been 
acquired or while it is in the process of being acquired. 
Many factors, including those revealed by continuous re- 
views of country requirements by Military Assistance Ad- 
visory Groups and unified commands, can cause cancellation 
of country programs. 
cribes this type of cancellation and prescribes that ship- 
ment to a country be suspended and that a procurement status 
review be made to determine those items that can be econo- 
mically terminated from procurement. 

The Military Assistance Manual des- 

Although ownership of equipment is transferred to MAP 
and is recorded in the MAPOM account, the Army continues 
to store and maintain the equipment and bills MAP for this 
service at a yearly rate of 2 percent of the total value of 
the stored equipment. 

NIKE missile systems had been canceled from two country 
programs. 
cognizant theater command and by DOD. 
cancellations, ISA issued verbal hold orders to reserve the 
missile equipment, most of which was either on hand or due 
in from new procurement. 
equipment from the canceled missile systems, managed by the 
Army Missile Command, which was available or due in as un- 
assigned MAP-owned equipment. 
amounted to approximately $26 million as of July 1966. 

missile systems, we reviewed selected items of unassigned 
MAP-owned equipment managed by three NICPs 
reserved under hold orders. 
at about $5 million. We did not review MAP equipment for 
which a firm valid requirement was indicated to exist. 

These cancellations had been approved by the 
At the time of the 

We selected for review the NIKE 

The cost of the equipment 

In addition to reviewing the equipment from the canceled 

which were not 
The equipment reviewed was valued 

A listing of the principal officials of the Department 
of Defense and the Department of the Army responsible f o r  the 
administration of the activities discussed in this report is 
included as appednix 11. 
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FINDINGS 

NEED FOR IMPROVEMENT I N  THE MANAGEMENT 
OF SELECTED MAJOR ITEMS OF EQUIPMENT 
FOR THE MILITARY ASSISTANCE PROGRAM 

I n  our opinion, improvements were needed i n  t h e  man- 
agement of W-owned equipment. We found t h a t  c e r t a i n  un- 
assigned MAP-owned equipment i n  Army s to rage  w a s  not  being 
used t o  s a t i s f y  requirements.  Consequently, s i g n i f i c a n t  
amounts of MAP funds have been requi red  t o  o b t a i n  equipment 
t o  f i l l  g rant- a id  and sales requirements which could o the r-  
w i s e  have been f i l l e d  by t h e  use of i d e n t i c a l  i t e m s  of un- 
assigned MAP-owned equipment i n  Army s to rage .  Fur ther ,  a s  
a r e s u l t  of such equipment n o t  being used,  a d d i t i o n a l  MAP 
funds were expended f o r  s t o r i n g  and maintaining t h e  unas- 
signed equipment. 

W e  be l i eve  that  t h e  f a i l u r e  t o  use  a v a i l a b l e  MAP-owned 
equipment was a t t r i b u t a b l e  t o  (1) the absence a t  Army NICPs 
of accura te  inventory da ta  and of d e f i n i t i v e  procedures f o r  
sys temat ica l ly  screening and us ing  unassigned MAP-owned 
equipment, (2 )  t he  l ack  of necessary c o n t r o l s  t o  a s su re  
higher echelons of command that e x i s t i n g  p o l i c i e s  were be- 
ing implemented by t h e  N I C B s ,  and (3)  t he  use of verbal  
hold orders  t o  r e se rve  equipment, unassigned because of 
cance l l a t ion  of c e r t a i n  grant- a id  r e c i p i e n t  country pro- 
grams, f o r  p o t e n t i a l  but unconfirmed sales,  b a r t e r ,  o r  co- 
production agreements. 

Unassigned MAP-owned equipment not  used 
t o  s a t i s f y  v a l i d  requirements 

National inventory con t ro l  poin ts  were not  e f f e c t i v e l y  
screening unassigned MAP-owned equipment f o r  u t i l i z a t i o n  t o  
s a t i s f y  v a l i d  requirements. I n  our opinion,  t h i s  w a s  
caused by t h e  absence of (1) accura te  inventory d a t a  and 
w r i t t e n  procedures a t  t h e  N I C P s  f o r  sys temat ica l ly  screen-  
ing and u t i l i z i n g  such equipment and (2) management con- 
t r o l s  a t  higher echelons of command t o  ensure compliance 
with e x i s t i n g  p o l i c i e s .  

The t h r e e  Army NICPs a t  which we performed our re-  
view, the  Missile Command (MICOM), t h e  Mobili ty Equipment 
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Center (MEC), and the  E lec t ron ics  Command (ECOM), were op- 
e r a t i n g  under varying and c o n f l i c t i n g  verbal  understandings 
as t o  t h e  circumstances under which unassigned MAP-owned 
equipment should be used f o r  o the r  requirements,  t h e  p r i o r-  
i t y  of u s e ,  and the  approvals requi red .  

Our d e t a i l e d  reviews a t  t h e  t h r e e  NICPs during calen-  
dar  year  1966 d isc losed  t h a t  about $5 m i l l i o n  worth of un- 
assigned MA€'-owned equipment not  reserved under hold o rde r s  
w a s  not being considered a v a i l a b l e  t o  f i l l  g rant- a id  o r  
o t h e r  requirements.  We d id  note t h a t  i n  a few ins tances  
unassigned MAP-owned equipment w a s  used f o r  requirements;  
however, s p e c i f i c  approval of such use genera l ly  had been 
obtained from higher headquarters .  W e  be l ieve  t h a t  these  
ins tances  were except ions and d id  not  r e s u l t  from t h e  ap- 
p l i c a t i o n  of a procedure f o r  sys temat ica l ly  screening unas- 
signed MAP-owned assets f o r  o the r  requirements.  

Missile Command 

We found t h a t ,  as of J u l y  1966, MICOM had various 
q u a n t i t i e s  of four  items of unassigned MAP-owned equipment 
valued a t  about $1 m i l l i o n ,  which had not been used or  con- 
s ide red  a v a i l a b l e  f o r  o the r  v a l i d  requirements even though 
t h e  equipment had been unassigned f o r  per iods ranging from 
7 t o  38 months. When w e  brought the  a v a i l a b i l i t y  of t h e s e  
i t e m s  t o  t h e  a t t e n t i o n  of MICOM o f f i c i a l s ,  they i n i t i a t e d  
a c t i o n  t o  make t h e  equipment a v a i l a b l e  f o r  cu r ren t  and fu-  
t u r e  MAP requirements.  Actual savings of MAP funds o r  n e t  
d o l l a r  savings t o  t h e  Government could not  r e a d i l y  be de- 
termined a t  the  t i m e  of our review, because ac t ions  t o  use  
t h i s  equipment were s t i l l  i n  process .  

Mobil i ty  Equipment Center 

A t  MEC, w e  found t h a t ,  as of March 1966, 117 genera- 
t o r s  valued a t  about $876,000 were on hand o r  due i n  a s  un- 
assigned MAP-owned equipment. 
genera tors  as being reserved f o r  t e n t a t i v e  s a l e s  requi re-  
ments. 
reserved and a v a i l a b l e  dur ing  various per iods i n  1965 and 
1966. We found, however, t h e  MEC had f a i l e d  t o  systemati-  
c a l l y  screen  and use  these  13 genera tors  t o  s a t i s f y  new 

MEC considered 104 of these  

The remaining 13  genera tors  had been considered un- 



MAP requirements received dur ing  t h e  same periods.  
our review, MEC took a c t i o n  t o  use  11 of the genera tors  and 
agreed to use  the  remaining two f o r  o the r  MAP requirements.  

During 

We requested MEC t o  contac t  AMC t o  determine t h e  va- 
l i d i t y  of r e se rv ing  the  remaining 104 genera tors  f o r  t e n t a-  
t i v e  s a l e s  requirements.  We were advised t h a t , o f  these  
104 genera tors ,  28  valued a t  about $210,000 were due i n  
from new procurement and could and should be used f o r  o t h e r  
MAP requirements.  A s  of December 1966, MEC had taken ac- 
t i o n  t o  use  10 of these  genera tors  f o r  o t h e r  MAP r equ i re-  
ments and had made t h e  remaining 18 a v a i l a b l e  f o r  Army re-  
quirements o r  f o r  poss ib le  reduct ions  of con t rac t  quant i-  
t ies .  Had these  28 genera tors  due i n  from new procurement 
not been used t o  s a t i s f y  v a l i d  needs, a d d i t i o n a l  procure- 
ments f o r  genera tors  cos t ing  about $210,000 would have oc- 
c u m  ed . 

Elec t ron ics  Command 

At ECOM, w e  found tha t ,  a s  of March 1966, unassigned 
MAP-owned equipment valued a t  about $3.6 m i l l i o n  w a s  a v a i l -  
ab le  as a r e s u l t  of cance l l a t ion  of var ious programs, some 
of which were canceled as e a r l y  as June 1964. For the most 
p a r t ,  th is  unassigned MAP-owned equipment included three 
types of r a d i o s  and t h r e e  AN/TSQ-38 a i r  defense systems. 
ECOM s t a t e d  that  the  r ad ios  were not used t o  f i l l  o the r  
va l id  requirements because i t s  records r e f l e c t e d  that  the 
rad ios  had missing components and the re fo re  were not issu- 
able .  Desp i t e  t h e  f a c t  t h a t  t h e  MAP funds paid were f o r  
complete serv iceable  u n i t s ,  we found t h a t  no e f f o r t  had 
been made by ECOM t o  supply t h e  missing components and t o  
u t i l i z e  the equipment. 

I n  our opinion,  ECOM w a s  not  e f f e c t i v e l y  managing t h e  
MAPOM account as demonstrated i n  the  fol lowing paragraphs.  

At t h e  t i m e  of our review, w e  noted t h a t  var ious types  
of unassigned rad ios  valued a t  about $429,000 were shown i n  
t h e  MAPOM account but w e r e  no t  being considered t o  f i l l  
cu r ren t  MAP requirements. For example, a MAP requirement 
f o r  AN/WC-34 r a d i o  sets w a s  t o  be f i l l e d  through new pro- 
curement although the  MAPOM account showed t h a t  a t o t a l  of 
52 of these  r a d i o  sets valued a t  $52,000 were on hand and 
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unassigned. A t  our request, a physical  inventory of t h e  
AN/VRC-34 r a d i o  sets i n  the MAPOM account w a s  made by ECOM, 
This inventory d isc losed  t h a t  there were only 34 r a d i o  sets 
on hand, 10 of which were i n  i ssuable  condi t ion ,  although 
the Army had been reimbursed f o r  52 r a d i o  sets  which should 
have been on hand i n  t h e  MAPOM account. 

We suggested t o  ECOX t h a t  a c t i o n  be taken t o  use  t h e  
var ious types of a v a i l a b l e  MAP-owned r a d i o s .  I n  this  re- 
gard,  ECOM contacted AMC and subsequently advised u s  t h a t  
the r a d i o s  would be completed and used f o r  v a l i d  r equ i re-  
ments * 

With re fe rence  t o  t h e  three unassigned MAP-owned a i r  
defense systems, ECOM contended t h a t  th is  equipment could 
be used only upon d i r e c t i o n  of higher headquarters .  We 
t h e r e f o r e  requested ISA t o  r eeva lua te  t h e  need f o r  t h i s  
equipment and t o  consider  us ing  two of t h e  t h r e e  systems t o  
f i l l  ou ts tanding  Army requirements.  By l e t t e r  dated Sep- 
tember 19, 1966, I S A  advised us t h a t  it had requested the 
Army t o  f u r n i s h  a s tatement  of cu r ren t  requirements and 
t h a t  it would n o t i f y  us  la ter  of t h e  dec i s ion  on t h i s  m a t -  
t e r .  I n  a f u r t h e r  r e p l y  dated November 3, 1966, ISA ad- 
vised us that release of two AN/TSQ-38 systems t o  the De-  
partment of t h e  Army had been authorized.  Use of the two 
systems t o  s a t i s f y  cu r ren t  needs could resul t  i n  a reduc- 
t i o n  of expenditures  amounting t o  over $1 mi l l ion .  

Wri t ten  procedures needed a t  Army NICPs 
f o r  management of MA€'-owned ecruipment 

No i n t e r n a l  w r i t t e n  procedures o r  i n s t r u c t i o n s  f o r  
management of  MAP-owned equipment were i n  e f f e c t  a t  t h e  
t h r e e  Army N I C P s  a t  t h e  t i m e  our work was performed. Army 
Regulat ion (AR) No. 795-16, dated J u l y  1964, r e q u i r e s  t h a t  
each new MAP order  covering a grant- aid requirement be re- 
viewed by NICPs t o  ensure t h a t  maximum u t i l i z a t i o n  has been 
made of MAP-owned equipment, 
specif ic  regarding  the  e x t e n t  of review requ i red ,  t h e  p r i -  
o r i t y  of use  f o r  equipment i d e n t i f i e d  as a v a i l a b l e ,  o r  t h e  
a c t i o n s  t o  be taken where no grant- aid requirements a r e  
known but m i l i t a r y  a s s i s t a n c e  sales and o the r  requirements 
exist .  

The Army r e g u l a t i o n  is  not 
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I n  genera l ,  o f f i c i a l s  a t  t h e  t h r e e  NICPs agreed t h a t  
screening of MAP-owned equipment f o r  poss ib le  use  i n  sat-  
i s fy ing  o the r  requirements was t h e i r  r e s p o n s i b i l i t y  i n  t h e  
absence of r e s t r i c t i v e  hold orders .  MICOM o f f i c i a l s ,  how- 
ever ,  added t h a t  they must ob ta in  approval of higher  head- 
quar te r s  before they C A ~  use any W-owned equipment f o r  
m i l i t a r y  a s s i s t a n c e  s a l e s  requirements.  

MICQPI contended t h a t  the  AR was i n  s u f f i c i e n t  d e t a i l  
MXC w a s  opera t ing  under t o  permit d i r e c t  implementation. 

the  verbal  understanding t h a t  MAP-owned equipment should be 
screened p e r i o d i c a l l y ,  
general  procedure r equ i r ing  t h a t  new W orders  be screened 
t o  see i f  MAP-owned equipment could be used,  but it had ex- 
cluded from such screening the  AN/TSQ-38 systems and e q u i p-  
ment not ready f o r  i ssue .  

ECOM w a s  fol lowing an unwri t ten  

Our review c l e a r l y  demonstrated t h a t ,  by opera t ing  un- 
der  unwri t ten l o c a l  procedures o r  through d i r e c t  implernen- 
t a t i o n  of t h e  AR, t h e  t h r e e  NICPs had not  been adequately 
managing MAP-owned equipment not  under r e s t r i c t i v e  hold 
orders ,  We found no evidence t h a t  NICPs were systemati-  
c a l l y  screening unassigned MAP-owned equipment a s  a f i r s t  
source of supply f o r  o the r  v a l i d  requirements.  

1vi 795-16 requires a l s o  t h a t  NICPs make an annual rec- 
W e  reviewed th is  func- o n c i l i a t i o n  of W-owned equipment. 

t i o n  a t  MICOM only,  p r i n c i p a l l y  because it had management 
r e s p o n s i b i l i t y  for  most MAP-owned missi le equipment, 
evaluated MICOM's  annual r e c o n c i l i a t i o n s  f o r  f i s c a l  y e a r s  
1965 and 1966 and concluded t h a t  an adequate r e c o n c i l i a t i o n  
had not  been made. I n  making both r e c o n c i l i a t i o n s ,  MICOM 
had excluded cons idera t ion  of (I) some i t e m s  of MAP-owned 
equipment (2 )  consolidated inventory r e p o r t s  of MAP-owned 
equipment a v a i l a b l e  i n  t h e  con t ro l  computer f i l e ,  and 
(3 )  sample physical  inventory counts which should have been 
made a t  s to rage  depots .  

W e  

MICOM d id  not have w r i t t e n  procedures f o r  making t h e  
annual r e c o n c i l i a t i o n .  
MICOM advised us t h a t  it considered t h e  annual r e c o n c i l i a-  
t i o n  t o  be extremely important and tha t ,  upon eva lua t ion ,  
it planned t o  develop w r i t t e n  procedures concurrent w i t h  
t h e  next  r e c o n c i l i a t i o n .  

I n  response t o  our w r i t t e n  inqui ry ,  
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I n  September 1966, while our review w a s  s t i l l  i n  pro- 
cess, DOD and t h e  Department of the Army i n i t i a t e d  a con- 
cen t ra ted  review and ana lys i s  of MAP-owned equipment. In- 
s t r u c t i o n s  t o  NICPs included severa l  o b j e c t i v e s ,  such as 
(1) reviewing and v a l i d a t i n g  MAP-owned equipment assigned 
f o r  country requirements,  (2 )  reviewing unassigned MAP- 
owned equipment i n  a "hold," o r  reserved ,  s t a t u s ,  and 
( 3 )  reviewing unassigned MAP-owned equipment not  i n  a 
"hold," o r  reserved ,  s t a t u s .  

To m e e t  t hese  o b j e c t i v e s ,  NICPs w e r e  t o  provide in-  
formation based on a c t u a l  phys ica l  inventory counts a t  
s to rage  depots .  According t o  a MICOM r e p r e s e n t a t i v e ,  t h i s  
exercise was t o  be considered a p a r t  of the f i s c a l  year 
1967 annual r e c o n c i l i a t i o n .  We were advised i n  J u l y  1967 
that  t h e  r e s u l t s  of the phys ica l  inventory had been re- 
viewed and processed i n t o  Army and DOD records  and t h a t  t h e  
Army por t ion  of t h e  account was being r e e s t a b l i s h e d  on t h e  
b a s i s  of t h e  r e s u l t s  of t h e  phys ica l  inventory.  

In  our opinion,  t h e  annual r e c o n c i l i a t i o n  i s  an impor- 
t a n t  management t o o l  f o r  i d e n t i f y i n g ,  i n  summary form, un- 
assigned MAP-owned equipment a v a i l a b l e  t o  s a t i s f y  o the r  
v a l i d  requirements.  
c i l i a t i o n s  w i l l  be improved by ensuring that  a l l  MAP-owned 
equipment is  included and by considering such f a c t o r s  as 
computer inventory r e p o r t s  and sample phys ica l  inventory 
counts .  

I t  is evident  t h a t  a l l  f u t u r e  recon- 
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Improvement needed in management controls 
over MAP-owned equipment 

In our opinion, there was also a need for improvement 
in management controls at the AMC level to ensure that 
NICPs were properly managing MAP-owned equipment, were con- 
ducting a proper annual reconciliation, and were promptly 
using unassigned MAP-owned equipment available from cancel- 
lations of various country programs. We believe that, if 
adequate records of unassigned MAP-owned equipment, prop- 
erly categorized, had been kept by AMC, instances where 
proper management was not being exercised by the NICPs 
could have been readily detected and corrected. 

In February 1965, AMC established country code M9 for 
use in reporting specific line-items of MAP-owned equipment 
available from program cancellations and not assigned to a 
specific new country requirement. As a result, AMC was 
able, in July 1965, to prepare its first consolidated re- 
port of unassigned MAP-owned equipment. Even with the es- 
tablishment of the new country code, AMC management levels 
could not readily distinguish between unassigned MAP-owned 
equipment in a hold.status and unassigned MAP-owned equip- 
ment not in a hold status but available for other use. In 
our opinion, the inability to readily distinguish between 
individual items in these two categories prevented AMC from 
exercising proper control over NICPs to ensure full utili- 
zation of equipment not in a hold status. 

We found that ISA also did not have adequate records 
to permit effective surveillance of the Army's actions in 
using unassigned MAP-owned equipment. 
curate details of what MAP-owned equipment was unassigned 
or what equipment was to be held intact as a part of the 
missile systems which were under hold orders. In effect, 
ISA did not know what was in the MAPOM account as unas- 
signed equipment and, in our opinion, could not exercise 

ISA did not have ac- 

proper surveillance of the military department ' s management 
of the account. 

In December 1965, ISA initiated a program to deter- 
mine, on a line-item basis, what MAP-owned equipment was 
unassigned. The program, insofar as MAP-owned equipment 
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managed by the Army was concerned, was still under way at 
the time our review was completed. 
completed program would give them a base for surveillance 
of the Army's actions in using unassigned MAP-owned equip- 
ment. 

ISA advised us that the 

Complete missile systems reserved for 
tentative but unconfirmed sales agreements 

A s  a result of the cancellation of two missile systems 
from certain recipient country programs in December 1963 
and May 1964,  about $26 million worth of equipment became 
available to meet other grant-aid and/or sales require- 
ments. In our opinion, these cancellations confronted I S A  
with a major managerial decision as to the procedures under 
which maximum utilization of these assets could be 
achieved. 

We believe that I S A  had three alternatives: (1) re- 
serving the missile systems intact for possible sale or 
barter as complete packages, (2) using individual items of 
the canceled equipment to satisfy requirements as they ma- 
terialized, or ( 3 )  combining the better features of these 
two alternatives by reserving long lead-time equipment and 
utilizing readily replaceable equipment as requirements oc- 
curred. 

We were advised that, at the time of cancellation, I S A  
had considered the first alternative and had provided the 
Army with verbal instructions which required that all 
equipment in each canceled missile system be held intact 
for potential sale or  barter as ;I complete system. There- 
fore, the effect of the hold orders  was to preclude the use 
of individual items of equipment for other requirements. 

We found no evidence to show that ISA had obtained de- 
finitive information on a tentative but unconfirmed sale, 
which would show what equipment was being considered and 
when it was desired. Nor did we find that I S A  had inquired 
into the status of the equipment in the canceled systems 
before making its decision. In this regard, we believe 
that consideration should have been given to such factors 
as: 



1. 

2. 

3 .  

We 

Determination of procurement status of all items 
and identification of those that could and should 
economically be terminated from procurement. 

Identification of individual equipment items that 
could be used for other valid MAP requirements and 
replaced in the event a firm requirement for a com- 
plete package developed. 

Feasibility of holding equipment for long periods 
of time, taking into account obsolescence and dete- 
rioration of the equipment as well as the sizeable 
storage and maintenance costs that could be in- 
curred. 

believe that, at a minim, the above factors 
should have been considered by ISA prior to its decision EO 
maintain the system intact. We believe a l so  that the deci- 
sion should have been conveyed in writing, providing de- 
tailed instructions to the Army, so that uniform actions 
could be taken on the part of concerned NICPs. 

In our opinion, verbal rather than mitten instruc- 
tions were not an effective means of instructing the vari- 
ous NICPs in maintaining the integrity of the missile sys- 
tems. For example, MICOM and MEC took widely different ac- 
tions in response to the verbal hold orders. We did find, 
however, that subsequent messages between elements of the 
Department of the Army did mention that the integrity of 
the NIU missile equipment should be maintained. 
messages tend to substantiate the intent of the verbal hold 
orders, which was to maintain the systems intact for a ten- 
tative but unconfirmed sales agreement. 

These 

MEC took actions to cancel outstanding procurements 
where economically feasible and, in cases where procure- 
ments could not economically be terminated, accepted and 
used the equipment for other requirements. In our opinion, 
the actions taken by MEC conflicted with the intent of the 
verbal hold orders. However, on the basis of our review, 
we believe that the actions taken by MEC conformed in prin- 
ciple with the requirements of the Military Assistance Man- 
ual. 
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Actions taken by MICOM were the opposite of those 
taken by MEC. 
sibility of economically terminating procurements o r  can- 
celing planned procurements on any items included in a can- 
celed system, despite the fact that 60 N I K E  rails valued at 
about $752,000 were not approved for procurement at the 
time the system was canceled. 
MAP office at MICOM could have prevented procurement of the 
60 rails; however, it directed the Major Items Division at 
MICOM to continue procurement action. A status review at 
the time of the cancellation might also have shown that- 
other MICOM-managed items already on procurement could be 
economically terminated. 

No evaluation was made by MICOM of the fea- 

A s  late as April 1965 ,  the 

In response to our written inquiry, MICOM advised us 
that, since procurement action was in process and there was 
no direction to cancel the MAP orders, the procurement ac- 
tion had been continued. However, we found that, contrary 
to MICOM's statement, procurement action on the 60 rails 
was not in process at the time of the cancellation. 

Potential utilization of reserved equipment 
from canceled missile systems 

We found that, although the equipment from the two 
canceled missile systems had been under hold orders for 
over 3 years, ISA had not at the time of our review entered 
into any agreements to dispose of the systems in a package 
arrangement. As early as October 1964,  a recipient country 
was considered to be interested in buying a complete mis- 
sile system. In this regard, the Director of Military As- 
sistance was advised at that time by a member of his staff 
that "Chx only hope at the moment, for the NIKE is that the 
*** w i l l  purchase it, otherwise we are faced with disposal 
to Army with no fund accrual to MAP.11 

In February 1967,  ISA officials advised-us that the 
missile systems were still being held for a possible sales, 
barter, or coproduction agreement with the same recipient 
country. However, it was not known at that time whether 
the missiles, valued at $9 .6  million, would be included in 
any agreement reached. In this regard, information avail- 
able as early as January 1966 indicated, that the recipient 
country might not require the missiles from the canceled 
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systems. In our opinion, this information was contrary to 
the basic reason given for reserving the equipment and not 
utilizing individual items of missile equipment for other 
requirements. 

Our review of actual grant-aid and sales requirements 
approved during the period January 1964 through August 1966 
disclosed that there was no single demand from one source 
for a complete missile package. We found that during this 
period grant-aid and sales requirements for missile equip- 
ment valued at about $13.9  million might have been satis- 
fied by using identical MAP-owned equipment available from 
the canceled missile systems. However, as previously 
stated, this equipment, which was not individually identi- 
fied, was reserved for a tentative but unconfirmed sales 
agreement. We found that about $4.7 million worth of 
equipment was to be provided from Army stock and about 
$9.2 million worth was to be provided from new procurement. 
For example: 

1. Missile body section--As of January 15, 1966 ,  there 
were 216 body sections valued at $5 ,496 ,764  on hand 
or due in for the MAPOM unassigned account, which 
were generated from cancellation of the missile 
systems in December 1963 and May 1964.  We found 
that a grant-aid requirement for two identical mis- 
sile body sections valued at $55,980 was transmit- 
ted to MICOM in December 1965 with the source of 
supply indicated as procurement. 

2. Control surfacer kit--As of July 21, 1966 ,  there 
were 216 control surfacer kits valued at $476,088 
on hand or due in for the MAPOMunassigned account, 
which were generated from cancellation of the mis- 
sile systems in December 1963 and May 1964.  We 
found that a sales requirement for 6 5  identical 
kits was approved in September 1964 with the source 
of supply indicated as procurement. 

We found also that the total Army-wide new procurement 
for missile items identical to those available from the two 
canceled systems amounted to about $31 million during the 
time that the equipment from the canceled systems had been 
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reserved for a potential requirement for an entire missile 
system. We believed that these new procurements were sig-  
nificant because they indicated that more than one opportu- 
nity had been presented to the Army to utilize the reserved 
missile equipment. 

In our opinion, ISA should have identified what items 
of equipment from the canceled missile systems could be 
readily replaced if they were to be used and replacement 
became necessary and what items of equipment could be used 
without affecting the integrity of the system. 
gard, we proposed in our draft report that ISA reevaluate 
the need for continuing to reserve NIKE equipment for a 
tentative but unconfirmed sales requirement. 

In this re- 

ISA concurred with our proposal and stated that an in- 
tensive review was then in progress to apply reserved as- 
sets to other requirements. 
by a message dated May 24, 1967, that missiles from the 
canceled systems which had been reserved during the past 
3 years were released from reserve status and were to be 
applied against current and future requirements. 

We note that AMC was notified 

Use of the MAP-owned equipment from the two canceled 
N I K E  systems for the requirements discussed above would 
also have resulted in a significant reduction of MAF-owned 
equipment in storage at Army depots, with a reduction in 
yearly storage and maintenance costs. In this regard, the 
Army bills iyAp at the rate of 2 percent of the value of 
MAP-owned equipment in Army storage. 
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NEED FOR IMPROVEHENT I N  NICP WAGmENT 
OF ARMY-OWNED EQUIPMENT RESERVED FOR MAP 

I n  addi t ion t o  the  need f o r  improvement i n  the  manage- 
ment of MAP-owned equipment, there was, i n  our opinion, a 
need f o r  improvement i n  N I C P  management of Army-owned 
equipment reserved f o r  Y@, t o  ensure t h a t ,  upon termina- 
t i o n  or reduction of the  W requirement f o r  which the  
equipment was reserved, it would be promptly released f o r  
general i s sue  purposes. Our review a t  the  th ree  Army N I C P s  
disclosed t h a t  only WC had loca l  wri t ten  procedures i n  e f-  
f e c t  t o  cover t h i s  management area. 

MICQM contended tha t  the  ex i s t ing  mi l i t a ry  standard 
requ is i t ion ing  and i s sue  procedure (MILSTRIP) was adequate 
for the  above purpose. However, t h i s  procedure provides 
only f o r  processing necessary adjustment cards t o  change 
t h e  computer ownership coding and does not s e t  out respon- 
s i b i l i t y  f o r  i n i t i a t i n g  act ion within the  MAP o f f i c e  or 
other  MICQEvl elements upon rece ip t  of information concerning 
termination o r  reduction i n  PlIAP requirements. 

We noted t h a t  t h e  executive o f f i c e r  of MICQM, i n  com- 
menting on excesses of Army-owned assets reserved f o r  W, 
s t a t ed  i n  a memo dated March 7 ,  1966, t h a t  t he re  were "** 
no procedures t o  po l ice  these  accounts t o  prevent excesses 
from accumulating," These comments, which appear t o  con- 
f l i c t  with t he  s t a t ed  MTCQM posi t ion,  were prompted by the  
f a c t  t h a t  the  N I C P  had t o  make large- scale adjustments t o  
release Army-owned assets unnecessarily reserved €or MAP 
over long periods of t i m e  f o r  nonexistent W requirements. 
For example, MICOM i n i t i a t e d  act ion during the  pe r iod  Janu- 
ary  through March 1966 t o  remove the  reservat ion of major 
i t e m s  valued a t  about $13 mill ion.  

Many of t he  i t e m s  released had been i n  a reserve s ta-  
tus f o r  severa l  years. I f ,  as MLCQM contended, MILSTRIP 
had been adequate f o r  managing t h i s  area, it i s  probable 
t h a t  the  large- scale accumulation of assets would never 
have occurred and t h a t  no need would have a r i s en  f o r  the  
recent  large- scale adjustments. 

PllEC did have wri t t en  l oca l  procedures f o r  management 
of Army-owned assets reserved €or MAP. These procedures 
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outlined responsibilities of the MAP division with relation 
to other operating divisions at MEC and described the ac- 
tions to be taken by each division upon termination or re- 
duction of MAP requirements for which Army assets were re- 
served. We believe that the MEC procedures were adequate, 

ECOM did not have local written procedures for manage- 
ment of Army-owned stock reserved for MAP. 
that each commodity manager had the responsibility of using 
his discretion in determining the utilization of materiel 
reserved for MAP. In our opinion, the individual commodity 
managers could not properly manage such materiel without 
being advised promptly of changes in MAP requirements. 

ECOM contended 

Agency corrective actions 

As previously stated, when we brought to the attention 
of NICPs situations where management considerations ap- 
peared necessary or desirable, the NICPs took or initiated 
corrective action, in most cases while our review was still 
in process. Also, the Department of the Army initiated a 
physical inventory of equipment recorded in the MAPOM ac- 
count and stored at. Army depots. 

Actions taken by ISA to improve the management of W- 
owned equipment are demonstrated by recent changes to the 
Military Assistance Manual dated December 19, 1966, and 
March 23, 1967, which was subsequent to the completion of 
our fieldwork. 
followed in programming material to the MAPOM account and 
set forth criteria for utilization and/or disposal of mate- 
rial in the account. In our opinion, the changes in the 
manual are major steps toward improved management of the 
MAPOM account. 

These changes prescribe procedures to be 

One of the provisions prescribed in the changes to the 
manual which we feel has specific significance is the clas- 
sification of unassigned equipment by codes designating the 
equipment as (1) unassigned but on hold order or (2) unas- 
signed and susceptible to military department screening for 
application against other needs. 
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Proposals for corrective action 

In our draft report, we proposed to the Department of 
the Army that appropriate written procedures be established 
at operating activity levels to provide for a greater de- 
gree of control and utilization of unassigned equipment re- 
corded in the MAPOM account as well as Army-owned equipment 
reserved for MAP. We proposed also that procedures be es- 
tablished for conducting an annual reconciliation of MAP-  
owned equipment, which would include actual physical inven- 
tories. The Department of the Army concurred with our pro- 
posals and stated that the following corrective actions 
were then in process and were to be completed during Sep- 
tember 1967. 

1. Preparation of written procedures for operating- 
level activities to ensure uniform implementation 
of recent changes to the Military Assistance Plan- 
ual * 

2. Development of procedures for the management of 
Army-owned equipment reserved for MAP. 

3 .  Performance of a semiannual physical inventory of 
MAP-owned equipment and preparation by MICOM of 
written procedures based on guidance and instruc- 
tions from AMC. 

We proposed also that the Department of Defense re- 
evaluate the need for continuing to reserve equipment from 
canceled missile systems for potential but unconfirmed 
sales requirements. 
stated that an intensive review was then in progress as to 
the applicability of MAPOM assets in a reserved status 
against (1) MAP requirements through fiscal year 1972, 
(2) Army requirements, and ( 3 )  a sales offer then under 

DOD agreed with our proposal and 

consideration. 1 

'We have been informed that an agreement for sale of the 
N I K E  ground equipment was concluded in October 1967. 
agreement excluded the missiles. 

This 



With regard  t o  the above, w e  were informed tha t  AMC 
had been not i f ied by a message dated May 24, 1967, t ha t  
missiles valued a t  about $9.6 million had been released 
from a reserve s t a tus  and would be applied against future  
requirements. 
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Agency comments 

Upon completion of our review, we submitted a draft of 
our report to the Secretary of Defense. By letter dated 
July 13, 1967, the Deputy Assistant Secretary of the Army 
(Installations and Logistics) furnished us with comments on 
behalf of the Secretary of Defense. 
fense and the Department of the Army concurred with our 
proposals and conclusions and generally agreed with odr 
findings a 

The Department of De- 

The Department of the Army's position was that the 
greater portion of equipment recorded in the W O M  account 
consisted of nissile equipment reserved for potential sales 
and that as such the equipment could not be used to satisfy 
other requirements. According to the Army, it had to pre- 
serve the integrity of the two missile systems discussed in 
our report. 

We agree that the majority of the unassigned MAP-owned 
equipment was being reserved for a potential sales require- 
ment. However, at the time of our review, the Army's pro- 
cedures did not require unassigned MA€' equipment which was 
reserved to be segregated from that which was not reserved. 
Therefore--and as demonstrated in our report--when require- 
ments did arise in which unassigned MAP equipment that was 
not reserved could have been utilized,the Army did not use 
the MAP equipment. Furthermore, it did not have written 
procedures for systematically screening unassigned equip- 
ment to determine if such equipment could be used. 

We have been advised in addition that the results of a 
June 3 0 ,  1967, physical inventory conducted by the Army in- 
dicated that about $29 million worth of unassigned MAP- 
owned equipment managed by the Army was then available for 
other requirements. 

The Department of Defense stated that it did not be- 
lieve our finding fully described the utilization of unas- 
signed MAP-owned missile equipment. 
lion worth of missile equipment had been loaned to the Army 
and that $4 million worth had been released for sale to 
foreign recipients as a result of case-by-case reviews. 

DOD stated that $9 mil- 
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We agree that MAP-owned equipment was loaned to the 
Army and that some equipment was released for sale to for- 
eign recipients. However, this utilization covered unas- 
signed MAP-owned equipment which included NIKE, HAWK, and 
other missile systems. Our review of missile equipment was 
limited to the canceled NIKE missile systems equipment val- 
ued at about $26 million. Therefore, to place this utili- 
zation in proper perspective, we should point out that only 
$115,000 worth of the equipment sold to the foreign recip- 
ients and only $1.3 million worth of the equipment loaned 
to the Army was NIKE equipment. 

In our opinion, and as stated by DOD, the utilization 
of MAP-owned equipment was made on a case-by-case basis and 
did not result from the application of a standard procedure 
for systematically screening unassigned MAP-owned assets 
for other requirements. However, as previously stated, 
we believe that the procedures prepared or in the process 
of being prepared should, if properly implemented, preclude 
the recurrence of the management weaknesses discussed in 
this report. 

Conclusions 

In our opinion, the absence of management procedures 
and controls and the reservation of certain missile equip- 
ment for an indefinite sales agreement resulted in millions 
of dollars worth of unassigned MAP-owned equipment not be- 
ing used to satisfy valid requirements. 

The Department of Defense and the Department of the 
Army agreed that there was a need to improve and strengthen 
procedures and controls over the management of MAP-owned 
equipment as well as Army-owned equipment reserved for MAP. 
In this regard, the Departments have already taken many 
steps to improve management procedures. Also, other man- 
agement improvements are in the process of being developed 
or implemented. 

We believe that the actions taken or in process should 
result in a more effective utilization of MAP-owned equip- 
ment and Army-owned equipment reserved for MAP and reduce 
costs to the United States. The corrective measures are of 
a too recent origin to evaluate. Therefore, as a part of 
our continuing review of the MAP, we plan at a future time 
to examine into the effectiveness with which the new and 
revised procedures and controls are being implemented. 
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SCOPE OF REVIEW 

The scope of our audit included a review of policies 
and procedures applicable to the management of the military 
assistance program and related equipment, examination of 
pertinent records, and discussions with responsible offi- 
cials at the following locations. 

Office of the Assistant Secretary of Defense 
(International Security Affairs) 
Washington, D.C. 

Office of the Deputy Chief of Staff for Logistics 
Department of the Army 
Washington, D.C. 

United States Army Materiel Command 
Washington, D.C. 

United States Army Missile Command 
Redstone Arsenal, Alabama 

United States Army Mobility Equipment Center 
St. Louis, Missouri 

United States Army Electronics Command 
Philadelphia, Pennsylvania 

We obtained information relative to the cancellation 
of missile systems from the applicable Military Assistance 
Advisory Groups of the countries whose programs were can- 
celed. 
levels at the time the two NIKE missile systems were can- 
celed and actions taken subsequent to the cancellations. 
In addition, we selected other items of unassigned MAP- 
owned equipment for the purpose of further testing Army's 
management of MAP-owned equipment. 

We reviewed actions taken by various management 

We reviewed NICP management €unctions pertaining to 
MAP-owned equipment and Army-owned equipment reserved for 
MAP. We discussed our work and evaluations with respon- 
sible officials during the course of our review and con- 
ducted an exit conference on September 27, 1966, at which 
time fieldwork was substantially completed. 
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APPENDIX I 
Page 1 

DEPARTMENT OF THE ARMY 
OFFICE OF THE A S I S T A N T  SECRETARY 

WASHINGTON. D.C. 

13 JUL 1967 

M r .  Oye V- Stovall 
Director, International Division 
GeneraJ Accounting Office 
Washington, D. C . 20548 

io W e  on b M  of the Secretary of Defense. 

Sincerely yourel f i  

27  



APPENDIX I 
Page 2 

DEPARTMENT OF THE ARMY AND DEPARTMENT OF DEFENSE POSITIONS 

ON 

GAO DRAFT REPORT, DATED 24 APRIL 1967,  

"DEPARTMENT OF THE ARMY MANAGEMENT OF SELECTED MAJOR ITEMS OF 

MISSILE EQUIPMENT FOR THE MILITARY ASSISTANCE PROGRAM, DA AND DDD" 

(OSD Case #2593) 

I .  POSITION SUMMARIES 

A .  GAO P o s i t i o n  Summary 

M i l l i o n s  o f  d o l l a r s  worth  of  major items of equipment owned by 
o r  reserved f o r  t h e  M i l i t a r y  A s s i s t a n c e  Program (MAP) has  n o t  been 
s y s t e m a t i c a l l y  screened o r  e f f e c t i v e l y  used t o  s a t i s f y  v a l i d  r e q u i r e m e n t s .  
Consequent ly ,  s i g n i f i c a n t  amounts of MAP funds  have been expended t o  
o b t a i n  equipment t o  s a t i s f y  f i r m  requ i rements  which could  have been 
provided by u s i n g  a l r e a d y  owned unass igned equipment. GAO conc ludes  
t h a t  t h e  unass igned equipment was n o t  used due t o  (1 )  l a c k  of a c c u r a t e  
i n v e n t o r y  and s y s t e m a t i c  s c r e e n i n g  p rocedures  a t  o p e r a t i n g  l e v e l s ,  
( 2 )  l a c k  of adequate  c o n t r o l s  t o  a s s u r e  h i g h e r  commands t h a t  e x i s t i n g  
p o l i c i e s  were be ing  e f f e c t i v e l y  implemented by o p e r a t i n g  a c t i v i t i e s ,  
and (3) t h e  u s e  of v e r b a l  hold  o r d e r s  t o  r e s e r v e  two c a n c e l l e d  miss i le  
systems i n t a c t  f o r  a p o t e n t i a l  b u t  unconfirmed s a l e s  agreement.  A s  a 
r e s u l t  of t h e  GAO review,  t h e  Department o f  t h e  Army h a s  i n i t i a t e d  a 
p h y s i c a l  i n v e n t o r y  which i s  c u r r e n t l y  i n  p r o g r e s s ,  and t h e  Department 
of Defense h a s  amended t h e  M i l i t a r y  A s s i s t a n c e  Manual (MAM) t o  p r o v i d e  
more s p e c i f i c  g u i d e l i n e s  f o r  t h e  management of p r o p e r t y  i n  t h e  MAP-Owned 
M a t e r i e l  (MAPOM) account .  These g u i d e l i n e s ,  i f  p r o p e r l y  implemented, 
should p r e c l u d e  many of t h e  d e f i c i e n c i e s  c i t e d  i n  t h e  r e p o r t .  

B. Army and Defense P o s i t i o n  Summaries 

1. Army P o s i t i o n  Summary 

a .  I n  g e n e r a l ,  t h e  Department of t h e  Army concurs  w i t h  t h e  
f i n d i n g s  con ta ined  i n  t h e  r e p o r t .  I t  i s  t h e  Army's view, however, t h a t  
c e r t a i n  f a c t o r s  i n v o l v i n g  Army's management of t h e  M i l i t a r y  A s s i s t a n c e  
Program w a r r a n t  c o n s i d e r a t i o n .  These a r e  d i s c u s s e d  i n  S e c t i o n s  I1 and 
111 f o l l o w i n g ,  
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w ~ u l d  have r e f l e c t e d  unfavorab ly  on t h e  United S t a t e s .  F u r t h e r ,  
u t i l i z a t i o n  ~f any one of t h e  m i s s i l e  i t e m s  of ground equipment from 
t h e  two systems o r  c a n c e l l a t i o n  o f  procurement t o  complete a b a t t e r y  
s e t  would have rendered t h e  b a t t a l i o n s  u s e l e s s  a s  a complete "package 
dea 1". 

Concerning t h e  a p p l i c a t i o n  o f  unass igned MAPON a s s e t s ,  t h e  
c o n f i g u r a t i o n  r e q u i r e d  by a customer may i n v o l v e  reEurbishment  o r  
m o d i f i c a t i o n  of t h e  equipment t o  e q u a l  c u r r e n t  c o n f i g u r a t i o n .  This 
would c r e a t e  a d d i t i o n a l  c o s t s  t o  a p p r o p r i a t e l y  supp ly  t h e  m a t e r i e l  
and the reby  l e s s e n  t h e  amount of d o l l a r  s a v i n g s  i n d i c a t e d ,  

111. ARMY POSITION ON GAO FINDINGS 

While Army a g r e e s  t h a t  t h e  f i n d i n g s  a r e  g e n e r a l l y  v a l i d ,  t h e r e  
could  be i n f e r e n c e  drawn from t h e  r e p o r t  t h a t  i n  t h e  absence of w r i t t e n  
p rocedures  emanating from t h e  Department of t h e  Army t h e  N I Q ' s  would 
be  a t  l i b e r t y  t o  e x e r c i s e  l o c a l  a p p l i c a t i o n  of whatever  management 
c o n t r o l s  deemed a p p r o p r i a t e .  The Department of t h e  Army c o n s i d e r s  t h a t  
t h e  c o n t i n u i n g  review of  M i l i t a r y  A s s i s t a n c e  Programs, i n c l u d i n g  MAPOM, 
i s  an  i n h e r e n t  r e s p o n s i b i l i t y  on t h e  p a r t  of t h o s e  o p e r a t i n g  p e r s o n n e l  
invo lved .  I n  a d d i t i o n , ' i t  i s  p o i n t e d  o u t  t h a t  c l o s e  p e r s o n a l  r e l a t i o n -  
s h i p s  e x i s t  between t h e  Department of t h e  Army and t h e  s u b o r d i n a t e  
commands which p rov ide  for  t h e  f r e e  exchange of a d v i c e  and gu idance .  

ASthough Army c o n s i d e r s  t h e  p r o v i s i o n s  o f  AR 795-16 a d e q u a t e  t o  
pe rmi t  d i r e c t  implementat ion of t h e  review and u t i l i z a t i o n  o f  unass igned  
MAPOM a s s e t s ,  i t  i s  planned t o  p rov ide  a d d i t i o n a l  guidance i n  l i n e  w i t h  
t h e  revised MAM f o r  purposes  o f  deve lop ing  s t a n d a r d  w r i t t e n  p rocedures  
f o r  a l l  of t h e  NICP's. 

I V .  ARMY POSITION ON GAO CONCLUSIONS 

The Army concurs  i n  t h e  c o n c l u s i o n s  c i t e d  by GAO and r e c o g n i z e s  
t h e  need f o r  improvement i n  t h e  management and u t i l i z a t i o n  of MAP-owned 
equipment a s  w e l l  a s  Army-owned equipment reserved f o r  M i l i t a r y  
A s s i s t a n c e  customers .  
v a r i o u s  r e g u l a t i o n s  (AR 795-16, AR 795-17 and AR 725-50) and t h e  
M i l i t a r y  A s s i s t a n c e  Manual t o  de te rmine  i f  t h e r e  i s  any c o n f l i c t  i n  
i n s t r u c t i o n s  and t o  p rov ide  a p p r o p r i a t e  c l a r i f i c a t i o n ,  gu idance  and 
i n s t r u c t i o n  f o r  t h e  development of w r i t t e n  p rocedures .  I t  i s  a n t i c i -  
p a t e d  t h a t  f i n a l i z a t i o n  of n e c e s s a r y  w r i t t e n  p rocedures  w i l l  be 
completed d u r i n g  t h e  e a r l y  p a r t  of September 1967. 

Ac t ion  h a s  been i n i t i a t e d  by Army t o  review t h e  
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V. AWE AND DEFENSE POSITION O N  GAO RECOMMENDATIONS 

A. Army P o s i t i o n  

1. The Department of t h e  Army concurs  w i t h  t h e  recommendations 
a s  c i t e d  i n  t h e  d r a f t  r e p o r t  and h a s  t aken  i n i t i a l  a c t i o n  t o  implement 
development of a p p r o p r i a t e  w r i t t e n  p rocedures  t o  i n s u r e  adequa te  c o n t r o l  
o f  t h e  management and u t i l i z a t i o n  o f  unass igned MAE)-owned equipment ,  
i n c l u d i n g  annua l  r e c o n c i l i a t i o n  of MP-owned equipment and Army-owned 
equipment r e s e r v e d  f o r  MAP cus tomers .  I n t e n s i v e  review i s  c u r r e n t l y  
be ing  g i v e n  a l l  phases  of Mi4POM. The GAO recommendations, d i r e c t e d  t o  
t h e  Army M a t e r i e l  Command (AMC), and t h e  c o r r e c t i v e  measures i n i t i a t e d  
a r e  a s  f o l l o w s .  

a .  That  AMC r e q u i r e  i t s  N I C P ' s  t o  e s t a b l i s h  w r i t t e n  l o c a l  
p r o c e d u r e s t o  i n s u r e  t h a t  unass igned  MAP-owned equipment i s  s y s t e m a t i c a l l y  
s c r e e n e d  as  a f i r s t  s o u r c e  of si ipply f o r  o t h e r  g r a n t  a i d  and Mi4 sales  
r e q u i r e m e n t s .  F u r t h e r ,  t h a t  AMC p a r t i c i p a t e  i n  t h e  p r e p a r a t i o n  of  such 
p r o c e d u r e s  t o  i n s u r e  t h a t  they  a r e  un i fo rm and c o n t a i n  c l e a r  s t a t e m e n t s  
o f  p r i o r i t i e s  of u s e  and t h e  a p p r o v a l s  r e q u i r e d .  

A c t i o n  i s  beir.g t a k e n  t o  p u b l i s h  changes  t o  t h e  a p p r o p r i a t e  r e g u l a t i o n s  
t o  implement t h e  g u i d e l i n e s  p rov ided  by r e c e n t  changes  i n  t h e  M i l i t a r y  
A s s i s t a n c e  Manual. Under t h e  g u i d e l i n e s  f u r n i s h e d  by t h e  Department of 
Defense t h e r e  w i l l  be a v a i l a b l e  a c u r r e n t  and p r e c i s e  r e c o r d  of  a l l  
m a t e r i e l  d e l i v e r e d  t o ,  or programed t o  M.4POX. AMC w i l l  p a r t i c i p a t e  i n  
t h e  p r e p a r a t i o n  o f  w r i t t e n  p r o c e d u r e s  t o  i n s u r e  uniform implementa t ion by 
a l l  N I C P ' s .  The t a r g e t  d a t e  f o r  complet ion o f  t h e  w r i t t e n  p rocedures  i s  
e a r l y  Sep teniber 1967. 

b.  That  AMC r e q u i r e  i t s  N I C P ' s  t o  p r e p a r e  w r i t t e n  p rocedures  
f o r  c o n d u c t i n g  t h e  annua l  r e c o n c i l i a t i o n  of  MAP-owned equipment and t h a t  
such p r o c e d u r e s  c a l l  for u s e  of  d e p o t  s t o c k  r e p o r t s  and a c t u a l  p h y s i c a l  
i n v e n t o r y  c o u n t s .  

The r e s u l t s  o f  t h e  r e c e n t  KWOM p h y s i c a l  i n v e n t o r y  have been reviewed 
and p r o c e s s e d  i n t o  Army and Department of Defense r e c o r d s .  The f requency 
o f  t h e  p h y s i c a l  i n v e n t o r y  w i l l  be  i n c r e a s e d  t o  a semi-annual b a s i s  a s  
o f  33 June and 31 December. C l a r i f i c a t i o n ,  guidance and i n s t r u c t i o n s  a r e  
b e i n g  p r e p a r e d  f o r  t h e  development of  w r i t t e n  p rocedures .  Problems 
invo lved  a re  b e i n g  reviewed.  
a l l  problems invo lved  have been r e s o l v e d .  Implementa t ion i s  a n t i c i p a t e d  
d u r i n g  e a r l y  September 1967. 

MICOM w i l l  p r e p a r e  p r o c e d u r e s  a s  soon a s  
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When the  MAPOM account i s  r ees t ab l i shed  i n  accordance wi th  the  new MAM 
procedures ,  necessary  da t a  i n  l i n e  i t e m  d e t a i l  w i l l  be a v a i l a b l e  a t  
any time f o r  review a g a i n s t  p r i o r  year ,  cu r r en t  and out year requirements.  
Under t hese  new procedures the  Off ice  of the  Direc tor  of M i l i t a r y  Assis- 
tance  (ODMA), OASD/ISA w i l l  con t ro l  a l l  items en te r ing  or  remaining i n  
t h e  MAPOM account through the review of a l l  MAPOX t r ansac t ions  i n  the  
weekly MAP r e f e r r a l  l i s t i n g s .  Since t h i s  con t ro l  w i l l  be exerc ised  i n  
l i n e  i tem d e t a i l  and the  machine accounting records of a l l  MAPOM 
t r a n s a c t i o n s  w i l l  be maintained i n  ODMA, i t  i s  no t  considered necessary 
t o  i s s u e  a d d i t i o n a l  procedural  guidance o r  c r i t e r i a ,  As s p e c i f i c a l l y  
s t a t e d  in  the  new MAM procedures ,  when MAPOM a s s e t s  cannot be app l i ed  
f o r  u t i l i z a t i o n  a g a i n s t  a f i rm requirement,  ODMA w i l l  d i r e c t  t he  programing 
of such a s s e t s  t o  t h e  MAF' S a l e s  and Disposal (MAPSAD) account.  

b. (C) GAO recommendation t o  r eeva lua t e  need f o r  cont inuing 
t o  r e se rve  cance l led  NIKE equipment. 

DOD i s  implementing t h i s  recommendation. The c u r r e n t  Army MAPOM account 
i s  i n  process  of being r ees t ab l i shed  i n  accordance w i t h  the  new MAM 
procedures ,  and a phys i ca l  inventory conducted.. An i n t e n s i v e  DOD review 
i s  concurren t ly  i n  progress  f o r  t h e  a p p l i c a t i o n  o f  K4POM a s s e t s  i n  "hold" 
s t a tu s  a g a i n s t  MAP requirements t h ru  FY 7 2 ,  U. S .  Army requirements and 
a[GAo no.te]sales o f f e r  now under cons idera t ion .  

GAO note:  Name of country deleted. 
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THE DEPARTMENT OF DEFENSE 

AND THE DEPARTMENT OF THE ARMY 

RESPONSIBLE FOR ADMINISTRATION OF ACTIVITIES 

DISCUSSED I N  THIS REPORT 

Tenure of o f f i c e  
From 

DEPARTMENT OF DEFENSE 

SECRETARY OF DEFENSE : 
Robert S. McNamara Jan ,  1961 

DEPUTY SECRETARY OF DEFENSE: 
Paul H. Nitze J u l y  1967 
Cyrus R.  Vance Jan ,  196irC 
Roswell L. G i l p a t r i c  Jan.  1961 

ASSISTANT SECRETARY OF DEFENSE 
(INTERNATIONAL SECURITY AFFAIRS) : 

Paul  C ,  Warnke Aug. 1967 
John T .  McNaughton Mar. 1964 
W i l l i a m  P ,  Bundy Nov. 1963 
Paul  H. Nitze Jan.  1961 

DIRECTOR OF MILITARY ASSISTANCE : 
V i c e  Admiral Luther C.  Heinz Sept. 1965 
General Robert J. Wood Sept.  1962 

DEPARTMENT OF THE ARMY 

SECRETARY OF THE ARMY: 
Stanley  R.  Resor 
Stephen A i l e s  
Cyrus R .  Vance 

J u l y  1965 
Jan. 1964 
J u l y  1962 

To - 

Presen t  

P resen t  
June 1967 
Jan .  1964 

Presen t  
J u l y  1967 
Mar. 1964 
Nov. 1963 

Presen t  
Sept .  1965 

Presen t  
June 1965 
Jan .  1964 

3 4  



APPENDIX I1 
Page 2 

PRINCIPAL OFFICIALS OF 

THE DEPARTMENT OF DEFENSE 

AND THE DEPARTMENT OF THE ARMY 

RESPONSIBLE FOR ADMINISTRATION OF ACTIVITIES 

DISCUSSED I N  THIS REPORT (continued) 

Tenure of o f f i c e  
To - From - 

DEPARTMENT OF THE ARMY (continued) 

ASSISTANT SECRETARY OF THE ARMY 
(INSTALLATIONS AND LOGISTICS) : 

D r .  Robert A. Brooks O c t .  
Daniel  M. Luevano J u l y  
A. Tyler  P o r t  ( ac t ing)  Mar. 
Paul R .  Igna t ius  May 

CHIEF OF STAFF, UNITED STATES ARMY: 
Gen. Harold K. Johnson J u l y  
Gen. Earle G .  Wheeler O c t .  

DEPUTY CHIEF OF STAFF FOR LOGIS- 
TICS: 

L t .  Gen. Jean E.  Engler June 
L t ,  Gen. Lawrence J.  Lincoln Aug. 
L t .  Gen. R.  W. Co lg laz ie r ,  Jr. Ju ly  

COMMANDING GENERAL, UNITED STATES 

Gene Frank S. Besson, JI~. 
ARMY MATERIEL COMMAND: 

COMMANDING GENERAL, UNITED STATES 
ARMY MISSILE COMMAND: 

Maj. Gen. Charles  W. E i f l e r  
Maj. Gen. Johm G.  Z ierd t  
Brig.  Gen. Howard P. 

Persons,  Jr e ( ac t ing)  
Maj. Gen. Francis  J. McMorrow 

1965 
1964 
1964 
1961 

1964 
1962 

1967 
1964 
1959 

May 1962 

J u l y  1967 
S e p t .  1963 

Aug. 1963 
May 1962 

Present  
Sept. 1965 
J u l y  1964 
Feb. 1964 

Present  
June 1964 

P r e s e n t  
May 1967 
J u l y  1964 

Present  

Present  
June 1967 

S e p t .  2963 
Aug. 1963 
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AND THE DEPARTMENT OF THE ARMY 

RESPONSIBLE FOR ADMINISTRATION OF ACTIVITIES 

DISCUSSED I N  THIS REPORT (continued) 

Tenure of o f f i c e  
From To - - 

DEPARTMENT OF THE ARMY (continued) 

COMMANDING GENERAL, UNITED STATES 
ARMY MOBILITY EQUIPMENT COMMAND: 

Brig. Gen. Edwin I. Donley Jan. 1967 Present  
Brig. Gen. Thomas B. Simpson Aug. 1964 Dec. 1966 
Col. Thomas B. Simpson Aug. 1961 Aug. ' 1964 

C O W D I N G  GENERAL, . UNITED STATES 
ARMY ELECTRONICS COMMAND : 
Maj. Gen. W i l l i a m  B. L a t t a  Oct. 1965 Present  
Maj Gen. Frank W. Moorman Aug. 1963 Sept. 1965 

.. , 
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