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less than the average use objectives established by the General Serv-
ices Administration; some of the vehicles were not used at all during
the year. We found that these reports were not used by Central
Office officials for management control purposes although it is pointed
out in the Bureau of Indian Affairs Manual that the analyses of re-
ports on past operations, which are developed through the Bureau’s
finanpcial management control system, could indicate that weak-
nesses exist in vehicle utilization practices.

We brought our findings to the attention of Department and
Bureau officials and proposed that vehicle utilization practices be
reviewed at Bureau locations with the objective of pooling vehicles
where practicable and disposing of vehicles in excess of needs. We
proposed also that vehicle operators’ records be properly maintained
so that management officials can adequately review and evaluate
vehicle utilization. We were advised that our proposals would be
adopted, and in December 1965 the Department advised us that the
findings in this report disclosed some significant weaknesses in the
management of vehicles and that it was the Bureau’s intention to
eliminate those weaknesses as rapidly as possible.

We were advised that the Bureau had initiated action for an almost
complete take-over of its motor vehicle fleet by the General Services
Administration. Transfers of vehicles have been completed at the
Anadarko and Muskogee Area Offices, and, as a result of the pooling
operations, it is expected that annual operating costs of the Anadarko
and Muskogee Area Offices will be reduced by about $33,000 and
$40,000, respectively, and that total vehicle needs will be reduced
by about 100 vehicles.

In view of the corrective actions taken or to be taken by the De-
partment and the Bureau, we are making no recommendations on
the specific matters noted in the report at this time. As part of our
continuing review of the Bureau, we plan to make examinations into
the action taken at an appropriate time. We noted, however, that
the Bureau’s Office of Audit does not review the utilization of vehicles.
In our opinion, such reviews by internal audit are a significant and
necessary management control function; therefore, we are recommend-
ing that the Commissioner of Indian Affairs require the Office of Audit
to include the examination into vehicle utilization as part of its
reviews of propery utilization.

[Index No. 16—B-114807, Apr. 12, 1966]

Nzep For IMproVEMENT 1N MuLTIPLE-A wARD CONTRACTING PoLicy,
GENERAL SERVICES ADMINISTRATION

We made a review of selected multiple-award contracts awarded
by the General Services Administration for felt tip markers.
Multiple-award contracting is the awarding of concurrent contracts
to different suppliers of comparable or competitive products or
services, which can be used by Government agencies to fill their
varying requirements. Because certain actions taken by the con-
tracting officer, with which we disagree, were consistent with a
policy governing the General Services Administration multiple-award
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system of eontracting, our review was expanded to include an evalu-
ation of that policy.

In February 1962 General Services Administration determined
that three brands of felt tip markers available to agencies under its
negotiated multiple-award contracts were comparable in performance.
Notwithstanding this determination, General Services Adminis-
tration renewed and extended the contract with the supplier of one
of these brands during the period September 1962 through February
1964 at prices which were substantially in excess of prices negotiated
with suppliers of the other two brands. We estimate that increased
costs of about $300,000 were incurred by Government agencies that
ordered the higher priced markers during that period.

We believe that the increased costs would have been avoided had
the General Services Administration either (1) negotiated a lower price
with the supplier of the higher priced markers or failing this, (2) not
extended nor renewed the contract with that supplier, thereby re-
moving that brand of marker from the Federal Supply Schedule.

The General Services Administration on July 1, 1965, in comment-
ing on our preliminary proposals, stated that there was no supportable
method whereby, under the multiple-award system, a supplier offering
comparable or competitive product could be precluded from partici-
pating in the Federal supply system simply because his product was
priced higher. In view of the fact that the actions of the contracting
officer were based on General Services Administration policy and in
view of the substantial amount of negotiated procurement under the
multiple-award system, we believe that the award of contracts to the
supplier of the higher priced item has implications beyond felt tip
marker contracts and that a revision of General Services Administra-
tion contracting policy would be desirable.

The General Services Administration enters into the negotiation of
multiple-award contracts at a disadvantage when it adheres to the
self-imposed requirement that it must ultimately award a contract. to
each supplier of a comparable or competitive product regardless of
price. Under these circumstances there is little reason for the sup-
plier to make the price concessions which are a part of the contract
negotiation process. While a dollar value cannot be assigned to the
advantage that would result from a stronger posture by the General
Services Administration in negotiating multiple-award contracts, we
nevertheless believe that there will be occasions when the Government
will benefit if both the General Services Administration contracting
officers and the contractors enter into negotiations of multiple-award
contracts with the understanding that the contracting officer need not
award a contract if he cannot negotiate a price that he believes is
reasonable, all facts considered.

Accordingly, we are recommending to the Administrator of General
Services that the General Services Administration revise the policy
governing its multiple-award system of contracting, so that a con-
tracting officer is not required as a matter of policy to award a contract
to, or to extend or renew a contract with, a supplier with whom he
cannot negotiate a reasonable contract price.
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[Index No. 17—B-114868, Apr. 12, 1966]

Savings ArTaiNaABLE THROUGH REVIsioNs oF CONSTRUCTION STAND-
ARDS TO Avoip Excess SeaTiNg Caracity v Scmoorn DINING
Facrurriss, BurREAU oF INDIAN AFraIRs, DEPARTMENT OF THE
INTERIOR

As a result of our review the Bureau has revised its construction
standards, and we estimate that construction and furniture costs of
dining facilities at four 1,000-pupil schools being planned by the
Bureau will be lowered by about $146,000 as a result of the reduction
in excess seating capacity. In addition, savings in construction and
furniture costs can be realized by the reduction of seating capacities
of dining facilities at smaller schools.

In 1957 the Bureau established a standard for the construction of
dining facilities which provided for a seating capacity of 50 percent of
the maximum school enrollment in the main dining room. We exam-
ined operations of dining facilities at five selected schools and observed
that the number of seats used at the point of maximum occupancy
was less than 400, even though in some instances more than 1,000
pupils were fed. The number of seats vacant at the point of maximum
occupancy ranged from 150 to 275.

Our observations showed that the capacity of serving lines and the
turnover rate of pupils in the dining areas, rather than the size of the
student body, are the principal factors that determine the number of
seats needed in a dining facility. Since the Bureau apparently did not
consider these limiting factors in 1957, the standard of providing seat-
ing capacity in dining facilities for 50 percent of the maximum enroll-
ment of schools is unrealistic, in our opinion, and significant additional
construction and furniture costs have been incurred. Moreover,
action was not taken to revise the 50-percent seating standard although
a cognizant Bureau official formally advised the Commissioner of
Indian Affairs in 1962 that the seating standard being used resulted in
overbuilding dining facilities at schools with large student enrollments.

After we brought our findings to the attention of Department
officials, we were advised in August 1965 that the Bureau initiated a
study of dining facility operations and we were informed in December
1965 of the results of the survey. After further discussions with
Bureau officials in January and February 1966, we were advised that
construction standards for dining facilities at schools with enrollments
of more than 479 pupils would be revised and that plans for a new
standard 1,000-pupil school dining facility had been completed. Our
comparison of these revised plans with the plans previously used for
a standard 1,000-pupil school dining facility showed that the dining
area was reduced from about 9,000 to about 6,300 square feet, or a
reduction of about 30 percent. On the basis of cost data furnished
by the Bureau, we estimate that construction and furniture costs
at four 1,000-pupil schools being planned by the Bureau will be
lowered by about $146,000 as a result of the reduction of excess seating
capacity.

Although the Bureau took action to reduce excess seating capacity
in school dining facilities after we brought our findings to the attention
of the Department, the action taken was based on the results of a
survey of dining operations that appeared questionable since actual



196 BACKGROUND: ECONOMY IN GOVERNMENT—1967

counts of vacant seats in the dining facilities were not made. Conse-
quently, we believe that further savings may be attainable.

Therefore we are recommending that the Commissioner of Indian
Affairs reevaluate seating capacity needs at school dining facilities
before giving his approval for the revised construction standards.

As part of our continuing review of Bureau activities, we plan to
make an examination of the actions taken by the Bureau at an
appropriate time.

[Index No. 18—B-133127, Apr. 12, 1966]

OpprorTUNITIES FoRr Savings TEROUGH GREATER USE OF AVAILABLE
MILITARY AIRCRAFT PARTS, FEDERAL AVIATION AGENCY

On the basis of our reviews at two Air Force installations, it appears
that substantial savings can be achieved through the greater use of
military aircraft parts. During fiscal year 1964, the Agency’s pur-
chases of aircraft parts from commercial sources amounted to about
$2.2 million. Our review disclosed that the majority of the types of
items purchased from commercial sources were carried in the Air
Force supply system and that a number of these types of items were
in long supply in the Air Force system.

The purchases were made from commercial sources when military
parts were available because of the Federal Aviation Agency’s policy
of emphasizing that approved commercial sources be the first source of
supply for aircraft parts needed for the Agency’s aircraft fleet. How-
ever, many of the parts in the Air Force system were acquired from
the same commercial sources as those used by the Agency.

Subsequent to our review, the Federal Aviation Agency began
participating on a test basis in the Department of Defense Interservice
Supply Support Program. Under this program, the military services
report stocks in long supply to the Defense Logistics Service Center
of the Defense Supply Agency where the information is consolidated
and furnished to participants in the program in accordance with
requirements reported by the participants. ~Full participation in this
program should provide the Agency with current information as to the
availability of military parts. However, on the basis of our review,
we concluded that it was unlikely that maximum use of such parts
would be achieved by the Agency unless its policy was changed to
emplllasize that military stocks be considered as the first source of
supply.

II)n his letter to us dated July 30, 1965, the Administrator of the
Tederal Aviation Agency informed us that the Federal Aviation
Agency was participating in the Department of Defense interservice
supply program and was using assets of that Department when
available to satisfy the Agency’s operating requirements. He stated
that a previous General Accounting Office report had prompted the
Agency to reexamine its policy regarding the use of military aircraft
parts. The Administrator agreed that the Agency’s policy in effect
at the time of our review did limit the use of military parts and that
the Agency should use the Department of Defense supply system as the
prime source of supply for awrcraft parts whenever possible.

Tn this regard, he stated that an Agency directive issued in Feb-
ruary 1965 authorized the use of military aircraft parts on certified
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Agency aircraft and that overhauled and repaired military parts
would be used as well as new parts. We note that, in March 1965,
the Agency issued a directive for the guidance of its procurement
personnel which states, in part, that personal property requirements
will not be procured from commercial sources until it has been de-
termined that the needed items are not available from other agencies.
If these directives are effectively implemented, the deficiency dis-
cussed in this report should not recur. We are recommending that
the Administrator of the Federal Aviation Agency ascertain through
future management reviews and internal audits that the aforemen-
tioned directives are being effectively administered and that military
aircraft parts are being used to the maximum extent practicable.

[Index No. 19—B-133386, Apr. 12, 1966]

Review orF Rovavrties CHARGED To THE U.S. GOVERNMENT FOR
USE BY GOVERNMENT CONTRACTORS OF CHEMICAL MILLING IN-
VENTIONS, DEPARTMENT OF THE AIR FORCE

A Dbasic chemical milling invention was developed by a Department
of the Air Force prime contractor, North American Aviation, Inc.,
Los Angeles, California. Inventor laboratory notes, technical reports,
and other records of the contractor show that the invention was made
to solve a problem arising in the performance of an Air Force research
and development missile contract. The invention had been classified
by the contractors as being not subject to the patent rights provisions
of the contract, and thereafter the Government was charged royalties
for its use. Although the terms of the contract were subject to varied
interpretations, we believe that a reasonable interpretation would
have granted the Government a royalty-free license to use the
invention. ‘

When the Air Force became aware of the basic chemical milling
invention, it raised the issue of the Government’s rights to royalty-
free use of the invention but did not resolve the issue. At the time
of our review, Government contracts with other firms had been charged
chemical milling royalties totaling almost $500,000, of which an
unidentified portion covered improvement patents and know-how of
another company whose records were not subject to our review.

We informed the Secretary of Defense of our findings and proposed
that his Department take the necessary steps to settle the matter on
equitable grounds and to avoid any unwarranted royalty payments in
the future. In commenting on these proposals, the Department of
Defense advised us that the Air Force General Counsel’s Office had
entered into preliminary discussions with counsel for the Air Force
prime contractor to resolve the legal issues relevant to a determination
or the Government’s rights in the inventions in question and, further,
that the Air Force would advise us or the action taken on these
proposals at a later date.

The Air Force advised us in February 1966 that it had negotiated
with the prime contractor a proposed settlement agreement which the
Air Force intended to execute in the near future. This agreement in
essence provides for (1) the rebate to the Government of $157,000 as
settlement of one half of the prime contractor’s share of the chemical



198 BACKGROUND: ECONOMY IN GOVERNMENT—1967

niilling royalties paid by Government contractors through September
30, 1964, (2) the continuing rebate of one half of the prime contrac-
tor’s future share of such royalties, add (3) the grant of royalty-iree
licenses in the contractor’s 12 chemical milling inventions and &
inventions on which patent applications have been filed.

We believe that difficulties arise as to the Government’s license
rights because of varied interpretations given the definition of the
term “subject invention” contained in the Armed Services Procurement.
Regulation (ASPR) patent provisions. Although the ASPR definition
of a subject invention was revised during our review to mean any
invention made ‘“* * * in the course of or under this contract * * *”
the Government is still confronted with the difficult task of establish-
ing whether a nonsubject classification by a contractor is justified.
We therefore proposed that the Department of Defense amend the
ASPR patent provisions to provide a broader and more definitive
description of the term ‘subject invention’” and to establish a pre-
sumption that any invention made during performance of a contract,
which relates to the subject matter of the contract or to work incident
to or required under the contract, is a “‘subject invention.”

We also proposed that the Department consider & further amend-
ment of the ASPR patent provisions to provide that both the military
services and the Comptroller General of the United States have the
right of access to records necessary to determine whether any invention
of a contractor is a subject invention or to determine compliance by
a contractor with the requirements of the patent rights clause.

The Department of Defense informed us that our proposed change
in the ASPR, along with other proposed changes dealing with patent
administration, had been considered by the ASPR Patents Sub-
committee and that the Subcommittee’s report was scheduled for con-
sideration by the full ASPR Committee. When final action is taken
by the ASPR Committee, the Department will advise us of any
changes in the regulation.

[Index No. 20—B-158427, April 12, 1966]

Review oF Sarery CoxpiTioNs IN CERTAIN STORAGE AREAS Pri-
MARILY IN THE SOUTH BUILDING OF THE DEPARTMENT OF AGRI-
CULTURE, WASHINGTON, D.C., DEPARTMENT OF AGRICULTURE,
GENERAL SERVICES ADAMINISTRATION

We noted that trash was permitted to accumulate in storage areas;
printed matter was stored in a manner that obstructed sprinkler cover-
age; corridors and aisles were used for storage areas, thus impeding
the movement of fire-fighting equipment; extension cords were used
-unsafely; broken bulbs and unprotected lighting fixtures created fire
‘hazards; employees smoked in areas highly susceptible to fire; “No
Smoking” signs had not been posted in areas where they should have
been posted; and inspection and maintenance of fire extinguishers
were inadequate not only in storage areas but elsewhere in the South
Building, so that many of the extinguishers were of questionable use-
fulness. We have included in the report photographs taken during
our review in 1964 showing the conditions of some of the storage areas
in the South Building.
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In our opinion, the hazardous conditions for which Department of
Agriculture officials:are responsible were primarily attributable to the
absence of a coordinated Department-wide policy and of adequate
standards, techniques, and procedures pertaining to the prevention
and control of fire and related hazards. Also, we believe that the
wunsafe conditions for which the General Services Administration is
responsible resulted because its buildings manager did not comply
with established General Services Administration regulations and did
not provide adequate maintenance in the attic and subbasement
storage areas in the South Building.

In a letter dated September 29, 1965, the Director, Office of Plant
and Operations, Department of Agriculture, informed us that he had
checked various parts of our proposed report with the agencies of the
Department having interest in those areas and had reviewed with
officials of the General Services Administration certain of our findings.
He noted that the issues we had raised were well taken and added
that the Department was eliminating the hazards. The Director
itemized certain specific actions which had been taken or were planned
to correct the deficiencies we reported and stated that he expected
that the actions which the Department was taking would also prevent
the recurrence of such hazards.

In a letter dated October 20, 1965, the Assistant Administrator for
Finance and Administration, General Services Administration, ex-
plained in detail the corrective measures which had been or would be
taken on the various deficiencies noted in our proposed report.

We believe that the actions taken or contemplated by the Depart-
ment of Agriculture and the General Services Administration are
substantially responsive to our proposals and, if properly implemented,
should eliminate and prevent the recurrence of the deficiencies dis-
closed in our review in the South Building. We noted, however, that
similar deficiencies existed in three of six other governmental agency
buildings which we subjected to a selective review in December 1965.
Therefore, we are recommending to the Administrator of General
Services that our findings be brought to the attention of the agency’s
managers in the other buildings under General Services Administration
control with the request that similar reviews be made and any neces-
sary corrective action be taken.

Although our findings pertain primarily to one of many govern-
mental agency buildings in the Washington, D.C., area, we are bringing
the results of our review to the attention of the Congress because the
deficiencies disclosed both in that building and in three of six other
buildings included in our subsequent review demonstrate some of the
unsafe and hazardous conditions which should be avoided by all
Government agencies. Also, our findings should be of interest to all
Government agencies in connection with their responsibilities under
the “Mission Safety-70” program initiated by the President on
February 16, 1965, which has as its objective a 30-percent reduction
of Federal employees’ injuries and related costs by 1970.
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[Index No. 21—B-158515, Apr. 12, 1966]

Review or LoNGg-TErM MEeDpICAL RESEARCH ON AGING OF AVIATION
PErRsoNNEL, FEDERAL AVIATION AGENCY

The objective of the Federal Aviation Agency’s efforts in this 25-
year research project is to develop methods for measuring the physio-
logic age, as distinguished from the chronologic age, of aviation per-
sonnel. The Public Health Service, Department of Health, Educa-
tion, and Welfare, also is supporting a project through aresearch grant
to learn more about the process of physiological aging and its progress
is relation to chronological age. The latter project is using pilots as a
study group and is expected by the grantee to continue for a total of 30
years. The projects, currently being funded at annual rates totaling
about $365,000, will cost the Government $9.7 million ($5 million for
the Federal Aviation Agency and $4.7 million for the Public Health
Service) if they are financed to completion,

In our opinion, the need for the Federal Aviation Agency to under-
take a separate long-term project on the aging of pilots and other avia-
tion personnel is questionable because (1) the general objectives of each
project are similar and each project is based on the same planning
study and (2) the information being developed under the Public Health
Service-supported research project could, it seems, have been adapted
to meet the objectives of the project.which the Federal Aviation
Agency had recently initiated.

In 1960 the Federal Aviation Agency awarded a contract to the
Lovelace Foundation for Medical Education and Research, Albu-
querque, New Mexico, for a research planning study of aging criteria.
The Lovelace Foundation advised the Agency that an extensive
planning study was necessary before any long-term project on aging
could be effectively initiated. Prior to the award of the contract, the
Subcommittee on Independent Offices of the Committee on Appro-
priations, House of Representatives, expressed concern that the Fed-
eral Aviation Agency was about to undertake research in an area
already being studied by the Public Health Service and by other
Government agencies. The Agency informed the subcommittee that,
to its knowledge, neither the Public Health Service nor any other
research group was conducting research on aging related to the task
of piloting. Subsequently, the Agency Jearned that the Foundation
intended to apply to the Public Health Service for a grant to support
a long-term project on the aging of pilots. However, the Agency
proceeded to make the first examinations in its long-term aging project.

We conclude that, upon being advised of the Foundation’s intention
to apply to the Public Health Service for a grant to conduct long-term
research on the aging of pilots, the Federal Aviation Agency could have
formally communicated with the Service and the Foundation to deter-
mine whether one long-term project could be devised to meet the needs
of both agencies. If these procedures had been followed, the Federal
Aviation Agency’s research objectives related to the aging of pilots
and other aviation personnel may have been attained, as part of the
long-term project supported by the Public Health Service, at sub-
stantially lower cost to the Government.

The Federal Aviation Agency disagreed with our findings on the
bases that (1) the methodologies of each of the projects differ and
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(2) the studies do not, for the most part, duplicate each other although
they are similar, We do not mean to imply that there are no differ-
ences between the two projects. However, the general objectives of
each project are similar and the research subjects in both projects are
representative of the population for which the Agency requires data.
Accordingly, we believe that with adequate coordination the Public
Health Service-supported project may have been modified to satisfy
the objectives of the project which the Federal Aviation Agency had
recently initiated.

The Agency acknowledged that there were no formal procedures
for coordinating research between it and the Public Health Service.
The Federal Aviation Agency advised us that it would establish formal
procedures for coordinating new research projects with the Public
Health Service.

With regard to whether both projects should continue to be fi-
nanced, the Administrator, Federal Aviation Agency, informed us that
Agency officials had discussed this matter with Public Health Service
officials, at which time they agreed that each group would maintain its
separate project. Because of the technical nature of the question in-
volved, we are not in s position to determine the merits of the decision
reached. The situation described in this report serves, however, to il-
lustrate the importance of adequate coordination between Govern-
ment agencies before long-term research projects are initiated. The
establishment of formal procedures by the Federal Aviation Agency
for coordinating new research projects with the Public Health Service,
if such procedures are properly implemented, should assist in accom-
plishing research objectives in a more economical manner. Accord-
mngly, we are making no recommendations at this time. We will
continue to observe the manner in which the Federal Aviation Agency
and other Government agencies coordinate their research efforts.

[Index No. 22—B-122796, Apr. 21, 1966]

Review or REEMPLOYMENT LEAVE TrAVEL BENEFITS GRANTED
CerraiNn Civin SeErvIcE EMPLOYEES IN STATES OF ALASKA AND
Hawai, DeparTMENT OF DEFENSE AND OTHER GOVERNMENT
AGENCIES

The General Accounting Office has made a review of reemployment
leave travel benefits granted certain civil service employees in the
States of Alaska and Hawaii by the Department of Defense and other
Government agencies.

Under the law, the Government pays the expenses of round trip
travel of certain employees and the transportation of their immediate
families from their posts of duty in Alaska or Hawaii to their desig-
nated residences at time of appointment or transfer, for the purpose of
taking leave between tours of duty.

These benefits are provided to attract employees with needed skills
to duty posts outside the continental United States and to induce
them to extend their tours of duty at such posts. The hearings on
the authorizing legislation (5 U.S.C. 73b-3) indicate that reemploy-
ment leave travel benefits were for employees who do not intend to
become permanent residents of Alaska or Hawaii and that a reevalua-
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tion was to be made of the need for reemployment leave travel benefits
when these territories became States.

Our review disclosed, that many Federal employees were obtaining
these travel benefits although they had lived for many years in, had
registered to vote in, and bad bought homes in, Alaska or Hawaii.
Under existing law, these employees, because they were considered
to be nonresidents of Alaska or Hawaii at the time of appointment or
transfer, are permanently entitled to reemployment leave travel
benefits; whereas employees who were considered to be permanent
residents of Alaska or Hawaii when they were hired are not entitled
to these benefits.

To ascertain whether similar benefits were provided by private in-
dustry to employees from the United States mainland, we inquired
into the policies of several of the larger corporations having offices
in Alaska or in Hawaii. Seven of the nine corporations we queried
advised us that they did not provide emplovees from the United
States mainland with transportation to the mainland for the purpose
of vacationing.

Although entitlement to reemployment leave travel benefits is
based upon the employee’s actual residence at time of appointment
or transfer, the implementing Bureau of the Budget regulations do
not define ‘“‘actual residence.”” As a result, many employees are
obtaining benefits on the basis of administrative determinations of
actual residence which appear to be questionable.

The Government’s cost for reemployment leave travel benefits to
employees in Alaska and Hawaii amounts to about $1.4 million a
year. We did not estimate how much of this amount could be saved
by terminating benefits for employees who become established resi-
dents of Alaska or Hawaii and by applying more restrictive criteria in
determining the employee’s place of actual residence at time of
appointment or transfer. We believe, however, that the savings
from such actions would be significant.

The matters discussed in this report were brought to the attention
of the Bureau of the Budget and several Federal agencies havin
employees in Alaska and Hawaii. The Bureau of the Budget an
these agencies generally agreed that provision should be made for
terminating reemployment leave travel benefits for employees who
become established residents of the States of Alaska and Hawaii and
that there is a need to clarify the intent of the law with respect to an
employee’s actual residence at time of appointment or transfer.

We recommended that the Bureau of the Budget, under its existing
authority, specify criteria for determining ‘“‘actual residence at time
of appointment or transfer,” for the guidance of administrative
personnel responsible for determining the entitlement of employees to
reemployment leave travel benefits.

We suggested that, because conditions affecting the recruitment
and retention of civil service employees in Alaska and Hawaii have
changed since enactment of the legislation providing for reemploy-
ment leave travel benefits and because there is no provision for
terminating such benefits in the light of changed conditions, the
Congress may wish to consider legislation providing for discontinuing
reemployment leave travel benefits when they are no longer
appropriate.
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[Index No. 23—B~133044, Apr. 21, 1966]

Savings AvairnaBLE TrroUGH UTILIZATION OF GREATER QUANTITIES
or Excess Mepical EQUipMENT AND SUPPLIES, VETERANS'
ADMINISTRATION

On the basis of our review, we believe that the veterans Adminis-
tration could have used considerably greater quantities of certain
medical equipment and supplies that were declared excess by the
Department of Defense in 1962 and 1963 than it actually acquired.
The excess items cost about $2.7 million. Of these excess items,
about $1.8 million worth were acquired by Government agencies—
including about $450,000 worth acquired by the Veterans Adminis-
tration—and about $900,000 worth were donated to recipients outside
the Government. We believe that a significant quantity of the
$900,000 worth of donated excess items could have been used through-
out the Veterans’ Administration hospital system.

In our opinion, the Veterans’ Administration did not acquire the
maximum quantities of excess medical equipment and supplies that it
could have used, because responsibility for screening and evaluating
excess property for use by the Veterans’ Administration was not
centralized and was therefore ineffective.

We advised the Administrator of Veterans’ Affairs of our findings
and proposed that he centralize authority and responsibility for, and
provide procedures for, effectively screening and utilizing excess
property.

The Deputy Administrator of Veterans’ Affairs informed us on
September 8, 1965, that he agreed that the Veterans’ Administration
should make the fullest practicable use of excess property of other
Government agencies and that procedures had been developed
centralizing the responsibility for screening and maximizing the
utilization of excess property.

[Index No. 24—B-133127, Apr. 21, 1966]

OrrPORTUNITY FOR SAVINGS THROUGH PavMENT oF RELOCATION
Costs RaTHER TaAN SUBSISTENCE ALLOWANCES FOR (CoON-
TRACTOR-F URNISHED EMPLOYEES, FEDERAL AVIATION AGENCY

During the 5-year period ended June 30, 1964, the Government
incurred significant additional costs that could have been avoided if
the Agency had paid relocation costs rather than subsistence allow-
ances for certain contractor-furnished employees assigned to work
at its National Aviation Facilities Experimental Center. We believe
that, when it was advatnageous to do so, the Agency’s contracting
personnel should have authorized or requested relocation, at Govern-
ment expense, of contractor-furnished employees assigned to work
on projects at the Center for periods in excess of 1 year. We believe
also that the basic cause for the additional costs was the absence of
specific guidelines for use by the Agency’s contracting personnel in
evaluating the allowability and reasonableness of subsistence and
relocation allowances.

Although the precise amount of savings that wculd have been
realized is not readily determinable, we found that the cost of relocat-
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ing contractor-furnished employees who worked at the Center for

eriods ranging from 12 to 52 months would have been significantly
ess than the cost of the subsistence allowances paid to the contractor.
We believe that, in view of the long term and complex nature of the
projects and the lack of in-house capability to perform such projects,
the Agency knew, or should have known, that some contractor-
furnished employees would be needed at the Center for extended
periods of time and that relocating these employees at Government
expense would have been advantageous.

We proposed that the Administrator, Federal Aviation Agency,
require that precise policies and procedures relative to the allowability
and reasonableness of subsistence and relocation allowances for
contractor-furnished employees be established. We proposed also that
such policies and procedures direct that the duration of the contractor-
furnished services be realistically evaluated and that reasonable
relocation costs be paid for contractors’ employees on extended
assignments if such payments will result in lower overall contract
costs.

In his letter to us dated September 27, 1965, the Acting Adminis-
trator advised us that the Agency was developing guidelines for use by
contracting personnel in evaluating the allowability and reasonable-
ness of subsistence and relocation expemses when negotiating and
administering contracts. He advised us also that the Agency had
initiated action to strengthen other controls in the subsistence and
relocation allowances area.

The action taken or to be taken by the Agency, should effectively
deal with the matter discussed in this report. In view of the import-
ance of this matter, however, we will, as a part of our continuing
review of the Agency’s activities, evaluate the effectiveness of (1) the
Agency’s guidlines when they are issued and (2) the manner in which
the guidelines are implemented.

[Index No. 25—B-146924, Apr. 21, 1966]

Savings Arrarxasie THrRoUGH REDUCTIONS IN FIRE DEPARTMENT
AND GUuarD FORCE STAFFING AT GOVERNMENT-OWNED CONTRACTOR-
OprerATED InsrarnaTions, AToMmic Exeray ComMission

On the basis of our review, we believe that (1) savings of about
$65,000 annually are attainable by reducing the number of regular
fire department employees at the Portsmouth, Ohio, Gaseous Diffu-
sion Plant operated by Goodyear Atomics Corporation and (2) sav-
ings of about $124,000 annually are attainable by consolidating the
fire and guard management staffs at both the Portsmouth Gaseous
Diffusion Plant and the Oak Ridge National Laboratory which is
operated by the Union Carbide Corporation. These savings, in our
opinion, are attainable without impairing the effectiveness of the fire
protection and prevention activities at these plants.

Information about these potential economy measures was available
to Commission officials at Oak Ridge from annual fire loss, protection,
and prevention cost reports and from quarterly wage and salary
reports submitted by operating contractors. We believe that proper
reviews and analyses of these reports would have enabled Commission
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officials to compare the costs of the fire protection and prevention
activities between the plants and thus identify the potential economy
measures discussed in the report. .

We presented the matters discussed in the report to the Com-
mission’s General Manager for comment, and, at our request, the
General Manager obtained for us the views of Goodyear and Carbide.
The contractors and the Commission stated reasons why personnel
reductions could not have been made earlier, but they indicated that
steps were being taken to realize the potential economies.

We are recommending that the Commission’s General Manager
(1) require a review of fire protection and prevention and guard force
activities at its other contractor-operated installations for the pur-
pose of ascertaining whether adequate and effective levels of these
activities are being conducted in the most economical manner and
(2) direct the attention of Commission employees to the importance
thorough reviews and analyses of cost and staffiing reports regularly
submitted by operating contractors, which provide a basis for evaluat-
ing the comparative economy of similar activities at different plants.

[Index No. 26—B-146962, Apr. 21, 1966]

Review or SenLEcTED OvERHEAD CosTs CHARGED TO GOVERNMENT
Contracrs BY THE UnNivac Division or SpeErry Ranp Cogre.,
S, Pavn, MiNN., DEPARTMENT OF DEFENSE

In our review we found questionable charges to Government con-
tracts by the Univac Division of Sperry Rand Corporation, St.
Paul, Minnesota, totaling $264,000, consisting of plant maintenance
and occupancy costs, interest, and accelerated amortization of lease
hold improvements.

Univac allocates plant maintenance and occupancy costs incurred
in its eight operating plants on a so-called one-roof basis. Under
this method, these costs are combined into one pool and an average
cost per square foot on plant space is computed considering the total
working area in the eight plants. This is then allocated to Govern-
ment and commercial operations in each plant on the basis of the
area utilized for each type of work. Inequities result from this
method when space used for Government operations is charged with
costs incurred exclusively or predominantly in areas used for com-
mercial operations. . ' .

In our review we identified about $152,000 of plant maintenance and
occupancy costs incurred in a 12-month period which were charged
to the Government, although they were related to the company’s
commercial operations. For example, about $127,000 of rent and
local property taxes incurred in various other plants were allocated
to Government contracts performed in plant II, a rent-free Navy-
owned plant used primarily for Government work. If these expenses
had been accumulated on an individual plant basis and allocated in
proportion to Government and commercial work performed in each
plant, we estimate that Univac’s commereial work would have borne
$77,000 of this $127,000. We believe this would have been a more
realistic basis for allocating these expenses.
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We also found that Univac charged the Government with interest
costs of about $29,000 (including about $18,400 applicable to cost-
type contracts), recorded by the contractor as rent, and with accel-
erated amortization costs of $83,000 on leasehold improvements.
Neither of the charges was questioned by the Air Force auditors,
although they appeared to be contrary to the pertinent provisions of
the Armed Services Procurement Regulation.

The Department of Defense informed us that, after we had called
the matter to its attention, it effected recovery of interestreim-
bursed to Univac through the fiscal year ended March 31, 1964,
under cost-type contracts and agreed to redetermine the amounts
allowable for amortization of leasehold improvements. With re-
spect to plant maintenance and occupancy costs, the Department also
agreed to seek an adjustment of the overhead inequitably allocated
to the Government.

[Index No. 27—B-157535, Apr. 21, 1966]

Review or PriceEs NEeGoTiATED oN SeLECTED CONTRACTS FOR
AMMUNITION AND WEAPONS COMPONENTS, DEPARTMENT OF THE
ArMY

The Government has incurred additional costs because two con-
tractors proposed, and the Government accepted, prices that were
overstated in relation to cost information known to the contractors
prior to the dates on which the proposals were made. Our review
of one contract awarded to Aerojet-General Corporation and three
contracts awarded to The Cleveland Pneumatic Tool Company
revealed that the primary cause of the overstated prices had been
the failure of both contractors to base their labor cost estimates on
the most recent production information available. Furthermore,
although there was substantial production experience available prior
to the award of each of the contracts in question, Army procurement
officials did not, in our opinion, adequately review such production
data to verify the reasonableness of the contractor’s proposal.

Our selective examination into the pricing of the contract awarded
to Aerojet-General Corporation indicated that the price had been
overstated by about $957,000. When we brought our findings to
the attention of the Department of the Army it initiated a further
review, from which it concluded that the contract price actually had
been overstated by about $2.8 million. Our review of the prices
negotiated with The Cleveland Pneumatic Tool Company indicated
that the prices of the three contracts had been overstated by about
$239,000. Each of the four contracts was awarded subsequent to
the enactment of Public Law 87653, and therefore included pro-
visions for price adjustments. The Department of the Army advised
us that, on the basis of its review of the circumstances, it agreed
that the contracts had been overpriced and informed us that it was
taking action to obtain appropriate refunds.

In view of the actions being taken by the Department of the Army
to adjust the contract prices, we made no further recommendations.
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[Index No. 28—B-157711, Apr. 21, 1966]

PorenTiaL SaviNgs BY BuviNg INSTEAD oF LEASING SPECIALIZED
TransprorTATION EQUIPMENT, DEPARTMENT OF THE AR FORCE

The Department of the Air Force provides logistic support for all
Government missile and space programs. On the basis of our review,
we are of the opinion that, during the period October 1961 through
June 1965, the Air Force expended about $1 million more to lease
liquid oxygen and nitrogen transport trailers from common carriers
than it would have expended to purchase and maintain the trailers.
These costs were incurred as a result of the Air Force’s adherence to
a policy of leasing specialized transportation equipment from carriers
without first considering the comparative costs of leasing and of owning:
the equipment. Had the comparative costs been considered before
the agreements were made with the carriers, we believe that the
financial advantages of ownership could have been foreseen and the
additional costs avoided.

In its comments on this matter in April 1965, the Department of
the Air Force recognized that, when a long-term requirement existed
for specialized transportation equipment, it might be advantageous
to consider Government purchase and stated that its transportation
regulations would be revised to require a cost analysis of Government
purchase versus lease or exclusive-use arrangements when such equip-
ment is required. This revision had not been incorporated in the
regulations at the time of issuance of our report.

The Air Force did not agree, however, that the leasing arrange-
ments had resulted in avoidable costs to the Government, claiming
that acceptable military design trailers could not have been purchased
in time to meet the transportation requirements and thus avoid pay-
ment of interim leasing charges for commercial design trailers.
Although the Air Force did not comment specifically on the possible
procurement of commercial design trailers, we were informally
advised that, since it already had military design trailers in its inven-
tory, the Air Force would not have considered commercial design
tralers. It is our opinion that the Air Force should not have limited.
its consideration of trailers to be purchased to those of military
design. We believe that, if commercial design trailers were considered
satisfactory for transporting the propellants under leasing arrange-
ments with the carriers, they would have been equally satisfactory
for the same purpose if under Government ownership.

We recommended that, in revising the transportation regulations,
the Secretary of the Air Force considered including a provision
specifying that specialized commercial design equipment be purchased
in lieu of military design equipment, if financially advantageous to:
the Government, and used to transport military cargo. We recom~
mended also that the Secretary of the Air Force institute a review to:
determine whether existing lease arrangements should be continued or
whether some alternative arrangement should be negotiated with the:
carriers.
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[Index No. 20—B-114858, Apr. 29, 1966]

NEeEp ror IMPROVED CoORDINATION OF TrANsMmissioN Line Con-
STRUCTION PRACTICES OF THE BUREAU OF RECLAMATION AND THE
BonnEVILLE PowER ADMINISTRATION, DEPARTMENT OF INTERIOR

The Bureau and the Administration have adopted different practices
in constructing tower footings without fully evaluating alternative
methods of construction. Our review showed that, because of these
different practices, there have been substantial differences betwezn
the amounts which the Bureau and the Administration have agreed
to pay for the construction of tower footings. For example, we found
that the Bureau specified the use of concrete pad footings on 473
miles of transmission lines under conditions that it appears would have
permitted the use of steel footings, such as those generally constructed
by the Administration, and that the prices of the concrete pad footings
were about $492,500 more than the average prices of steel footings
of equal or greater structural strength constructed by the Administra-
tion.

In addition to differences in practices relating to construction of
tower footings, we noted or were advised of other differences between
the transmission line construction practices of the Bureau and the
Administration, such as the extent of soil testing, weight of towers
used, size of conductors, size and number of insulators used, use of
overhead ground wires, and use of Government-furnished materials.
Although the Office of the Assistant Secretary, Water and Power
Development, Department of the Interior, is responsible for the
direction and supervision of the Bureau and the Administration, an
official of this Office advised us that the Office has not required
coordination of transmission line construction practices and has not
reviewed or evaluated the differences in the construction practices of
the two agencies.

We believe that the results of our review indicate a need for cen-~
tralized coordination to provide reasonable assurance that, when im-
proved systems or techniques—in terms of either efficiency or econ-
omy—are developed, they will be promptly implemented by all the
agencies which can benefit from their use. The Department did not
agree that centralized coordination is needed and its views are
recognized in the report.

We are recommending that the Secretary of the Interior reconsider
the Department’s position and require that a study be made to de-
termine the full extent of the differences between the transmission
line construction practices of the Bureau and the Administration and
the potential for effecting savings by the adoption of more uniform
practices. We are recommmending further that this study be used as
the basis for determining the degree of coordination necessary and
practicable to effect the potential savings and for developing pro-
cedures to implement such coordination.
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[Index No. 30—B-118634, Apr. 29, 1966]

OPPORTUNITY FOR SAVINGS BY REDUCING OVERTIME ON REVETMENT
CONSTRUCTION AND MAINTENANCE ON THE LoweEr MIssIssiPPI
River, Corps oF Excineers (Civir FuNcTioNs), DEPARTMENT OF
THE ARMY

The accompanying report presents our findings regarding the
opportunity for savings by use of & 40-hour workweek in lieu of.
regularly scheduled overtime on revetment construction and mainte-
nance work performed by the Corps of Engineers (Civil Functions),
Department of the Army, on the Lower Mississippi River. Revet-
ment construction involves the laying of concrete mattresses at
selected bank locations to protect vulnerable bank areas from the
eroding action of the river currents.

On the basis of our review, we believe that, in most cases, the
Corps of Engineers could accomplish planned revetment work over an
extended construction period by using a 40-hour workweek in lieu of
scheduled overtime work to accelerate revetment operations. We
made an examination of past construction seasons and programs to
demonstrate the feasibility of doing this work in the future without
the use of regularly scheduled overtime. We estimate that the
Corps of Engineers could have realized savings of about $521,000
during fiscal years 1962 through 1965 by eliminating scheduled over-
time in revetment construction activities performed by the Memphis
District of the Corps of Engineers on the Lower Mississippi River.

The Department of the Army advised us that the Corps of Engineers
must consider many factors in planning and carrying out this complex
land and marine construction operation. The primary factors which
the Department stated must be considered relate to adverse river
stages and weather conditions. In determining that a 40-hour work-
week was feasible, we gave consideration to the possible effect of
adverse river stages and weather conditions on the Corps’ ability to
perform the work.

The Department stated that failure to complete the yearly program
would subject the bank areas to additional erosion and could result in
damage to partially completed revetments. We believe that many of
the potential problems mentioned by the Department would be
present regardless of whether the work was performed by using
scheduled overtime or on a 40-hour workweek basis with overtime
limited to that required after it becomes apparent that necessary
work cannot be completed because only & portion of the authorized
revetment work can be accomplished in any one construction season.
Also, the risks are present in any year because, as district officials
informed us, revetment work is most effectively performed when
erosion of the banks has progressed to a certain stage. FPrior to or
after the time this stage has been reached, the effectiveness of per-
forming revetment work is reduced.

We are therefore recommending that the Chief of Engineers direct
the Lower Mississippi Valley Division to use a 40-hour workweek in
programing revetment construction by the Memphis Distriet and
that overtime be limited to that required after it becomes apparent
{))hap necessary work cannot be accomplished on a 40-hour workweek

asis.
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[Index No. 31-—B-146917, Apr. 29, 1966}

PorenTian Savinegs TERoUGH InPROVED MANAGEMENT OF AMMUNI-
TION, DEPARTMENT OF DEFENSE

The Army Ammunition Procurement and Supply Agency, Joliet,
Hlinois, authorized the procurement of .22-caliber and 90-millimeter
ammunition without inquiring whether other military departments
had excess ammunition that could be made available to meet Army
needs. At the times during fiscal year 1965 when procurement was
authorized by the Army, the Marine Corps had substantial quantities
of these types of ammunition on hand that were excess to its current
needs. After we brought this matter to the attention of agency
officials, ammunition valued at $713.,0060 was transferred from the
Marine Corps to the Army. As a result, approved plans for the
procurement by the Army of additional .22-caliber ammunition
valued at $431,000 were canceled and requirements for future pro-
curement of 90-millimeter ammunition were reduced.

The Army failed to query the Marine Corps on the availability of
stock that was excess to its current needs because responsible per-
sonnel were not aware of Army policy or procedures concerning this
matter. The need for procedures to ensure that one service will not
authorize procurement of equipment or supplies until it has ascer-
tained whether its requirements can be met from excess stocks of
other services has been recognized by the Department of Defense and
the military services for many years.

The Deputy Assistant Secretary of Defense (Materiel Require-
ments), commenting on a draft of this report, acknowledged that the
Army had erroneously authorized the procurement of the ammunition
without first determining whether the Marine Corps had excesses that
could be made available to meet the Army’s needs. He advised us
that additional management controls had since been Instituted to
provide assurance that Army ecommodity managers would follow
prescribed procedures in future situations of this type. In addition,
he advised us that subsequent to our review an interdepartmental
task group had been formed to review the supply management of
weapons and related ammunition, including interservice utilization.

We met with members of the task group and were advised that, as
a result of their efforts, over $9 million worth of ammunition had been
-earmarked for interservice utilization and over $150 million worth of
ammunition had been made available for transfer to eligible countries
under the military assistance program. This group also told us of
their plans for a more effective program for interchanging information
on ammunition needs and excesses among the services. Under this
new program, suthorized in October 1965 and to be implemented in
fiscal year 1967, it is planned that automatic data processing equip-
ment will be used to match the needs of one service with releasable
stocks of the other services and thereby improve the possibility that
optimum use will be made of stocks in long supply.

If the new Department of Defense program for interchanging am-
munition among the services is to attain optimum effectiveness, care-
fully devised management controls and checkpoints will be essential.
Accordingly, we recommended to the Secretary of Defense that the
personnel responsible for developing this new program be instructed
to give particular attention to the need for such controls. :
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[Index No. 32—B-158604, Apr. 29, 1966]

Poricy GUIDANCE STRENGTHENED ON DIRECT PROCUREMENT OF
CompoNENTS INEEDED BY CONTRACTORS IN PRODUCTION OF
WearoN SystEms AND OTHER Major Enp Items, DEPARTMENT
oF DEFENSE

The General Accounting Office has issued to the Congress a large
number of reports over the past several years on reviews of the policies,
procedures, and practices followed within the Department of Defense
in determining whether certain components needed for installation
in weapon systems or other major end items being produced should
be purchased by the contractors or purchased by the Government
and furnished to the contractors. In these reports we pointed out
the economies that could be realized in Government procurement if
the Department of Defense and the military services would make
greater efforts to furnish components to contractors in instances
where it is feasible and to the advantage of the Government to do so.

The economies stem from several factors. Purchasing of the com-
ponents by the Government provides an opportunity to consolidate
requirements for a component common to several weapon systems
or other major end items and to take advantage of the lower prices
that may be available for purchases in larger quantities. Inasmuch
as military procurement is subject to provisions of the Armed Services
Procurement Regulation which requires the use of formal advertising
procedures designed to obtain full and free competition, unless
specifically excepted by law, the Government is more likely to purchase
the components competitively, thus affording all qualified producers
an opportunity to participate in supplying the Government’s needs.
Also, the furnishing of components to the contractor places the Gov-
ernment in a sound position to negotiate a lower price for the end
item by reducing the profit or fee which otherwise would be allowed
on the contractor’s cost of items purchased under the contract.

In the subject report we stated that the Department of Defense had
recently added to the Armed Services Procurement Regulation a pro-
vision which contains a policy statement and procedural guidance de-
signed to encourage and expand the practice of furnishing components
to contractors when the cirumstances are appropriate. The prior
policy guidance, in effect during the periods covered by our reports,
apprared to us to tend to discourage the practice we were advocating.

The earlier policy guidance, which had been in effect since piror to
1959, was provided in the Armed Services Procurement Regulation
(section 13-201) in the following terms.

It is the general policy of the Department of Defense that contractors will
furnish all material required for the performance of Government contracts. How-
ever, the Government should furnish material to a contractor when itis determined
to be in the best interest of the Government by reason of economy, standardiza-
tion, the expediting of production, or other appropriate circumstances. ‘

This provision gave the military services broad latitude and was
variously interpreted in their implementing instructions. The inter-
pretations ranged from the position of the Air Force, that components
should be Government furnished to the maximum practicable extent,
to the position of the Navy’s Bureau of Ships, that the furnishing of
such items should be “reduced to an absolute minimum,”
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The new guidance, which was added to the Armed Services Pro-
curement Regulation on October 1, 1965, as revised December 1,
1965 (section 1-326), places greater emphasis on direct procurement
of components. The Department of Defense policy is now stated as
follows:

Whenever it is anticipated that the prime contract for a weapons system or
other major end item will be awarded without adequate price competition, and
the prime contractor is expected to acquire a component without such com-
petition, it is Department of Defense policy to break out that component if (i)
substantial net cost savings will probably be achieved; and (ii) such action will
not jeopardize the quality, reliability, performance or timely delivery of the end
item. The desirability of breakout should also be considered (regardless of
whether the prime contract or the component being purchased by the prime
contractor is on the basis of price competition) whenever substantial net cost
savings will result from greater quantity purchases or from such factors as
improved logistics support through reduction in varieties of spare parts and
economies in operations and training through standardization of design.

This provision does not apply to all procurement decisions, but only
to those which deal with whether components that were furnished
by the contractor in a previous procurement of a weapon system or
other major end item should be furnished by the Government in
a forthcoming procurement. Thus it does not apply to the initial
decisions which must be made at the inception of the procurement
program. We understand that the Armed Services Procurement
Regulation Committee is developing guidance which will cover initial
decisions.

In addition to placing emphasis on direct procurement, section
1-326 places responsibility for breakout decisions on the project
manager and sets forth certain requirements for establishing and
maintaining records for identifying components which have been
considered for breakout and for disclosing the basis for decisions
which are made. Section 1-326 also establishes certain guidelines to
assist project managers in making their decisions.

We believe that the adoption of section 1-326 represents a signifi-
cant step toward realizing more fully the economies which are obtain-
able by direct procurement under appropriate circumstances. The
progress that results will of course depend upon the effectiveness of
implementation by procurement organizations and surveillance by
the services. We have been advised that the progress will be evalu-
ated by the Department of Defense Procurement Management
Review Program as a part of its continuing reviews of the operations
of procurement organizations. :

[Index No. 33—B-158662, Apr. 29, 1966]

RepvcrioNn IN Doruar QurrLow PossiBLE TrroucH Mork Ex-
TENSIVE USE OF AMERICAN-MADE BUILDING MATERIALS IN EmM-
BAssY AND RELATED CoNsTRUCTION PRr0OJECTS, DEPARTMENT OF
SraTe

Our examination into selected purchases of building materials for
embassy and related construction projects overseas disclosed a num-
ber of instances where foreign-made materials were used in lieu of
American-made materials. Our examination was concerned entirely
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with purchases from outside the country in which the construction
was performed and from countries in which the United States holds
no excess foreign currencies. Purchases of foreign-made materials
with nonexcess foreign currencies or dollars have an adverse effect
on the United States balance of payments.

The most significant instance which we noted of using foriegn-made
materials, paid for with nonexcess foreign currency, was in the con-
struction of an annex to the American Embassy in New Delhi, India,
completed in 1965. We identified purchases totaling about $273,000
in individual amounts of over $1,000 from suppliers in England,
Germany, and France made by the Indian contractor during construc-
tion. All the items noted appeared to be of a type that could have
been purchased in the United States.

Although we did not attempt to ascertain the full extent of the fore-
going practice, it seems possible, in view of the size of the Foreign Serv-
ice building construction program (about $14 million for fiscal year
1966), that the Department could make a worthwhile contribution
toward alleviating the United States balance of payments problem by
making an appropriate modification in its present procurement regula-
tions to require the maximum use practical of American-made mater-
ials in its construction projects.

The Department expressed general agreement with our findings and
conclusions and stated that it had undertaken to review and alter the
policies leading to a greater use of American-manufactured products
within the limits of practicality in contracts executed after March 1,
1966. The Department stated, however, that there was a practical
limit with respect to its use of dollars for the purchase of American
products in that the Congress annually requires the Foreign Service
building program to expend local currencies in amounts which approxi-
mate 70 percent of the annual appropriation. There is no requirement
th&(’ci such local currencies be excess or near-excess to United States
needs.

We believe that the Department’s indicated actions will achieve
the desired result, within the limitations imposed by the appropriation
acts, if properly implemented and given the continued attention of
responsible management officials. Therefore, we are making no recom-
mendation to the Department at this time but plan to examine into the
effectiveness of the actions taken at a later date. With regard to the
Department’s comment concerning the mandatory use of local cur-
rencies in the Foreign buildings program, we are suggesting that the
Congress may wish to consider changing the language used in the
annual appropriation act to the effect that the use of foreign currencies
for constructing and operating foreign buildings is made mandatory
only in those instances where such usage Wlﬁ be beneficial to the
United States balance of payments.

[Index No. 3¢—B-114833, May 24, 1966]

OPPORTUNITIES FOR REDUCING THE NUMBER OF VEHICLES MAIN-
TAINED IN FLEET, Soin CONSERVATION SERVICE, DEPARTMENT
OF AGRICULTURE

Our review of the available evidence on the utilization of 453
vehicles assigned to selected Soil Conservation Service offices in three
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States indicated that 84 vehicles, or about 19 percent of the vehicles
assigned to the selected offices, were not needed.

In our opinion, the accumulation of more vehicles than were needed
at the selected offices evidences a need for (1) the pooling of vehicles
among offices located in proximity to each other, where possible,
and (2) the assigning of vehicles on the basis of actual usage.

For the 84 vehicles which our review indicated were not needed,
we estimate that the net replacement value—excess of average acqui-
sition cost over average resale value—in fiscal year 1965 was about
$90,000. Agency procedures provide for the assignment of vehicles
throughout Soil Conservation Service operations on the basis of
quota criteria which do not consider actual usage or the possibility
of pooling vehicles among offices. We believe, therefore, that an
appropriate revision of the agency’s procedures to consider these
matters would afford an opportunity to reduce the Soil Conservation
Service vehicle fleet by a larger number of vehicles than the specific
number indicated by our review at the selected field offices.

The Administrator, Soil Conservation Service, in his letter of
November 23, 1965, did not specifically comment on the excess ve-
hicles indicated by our review but stated that, as a result of certain
studies made by the agency subsequent to the time the preliminary
results of our review were brought to his attention, it was found that
an immediate reduction of 71 vehicles could be made in the agency’s
fleet. He stated, however, that he considered the present system of
the Soil Conservation Service better adapted to the overall problem
of determining the number of vehicles needed than other systems
which the ageney had under consideration.

He proposed, however, to (1) institute an intensive study of the
agency’s present system and (2) select some typical States which
would be required to maintain daily-use records for a period of
approximately 1 year in order to determine the number of times
vehicles were needed and when those needs might be met by the use
of vehicles of another office nearby.

‘We believe that our review has demonstrated that, while the present
agency quota system is not unreasonable for use as & general guideline,
it needs to be supplemented by guidelines which provide for giving
due consideration to the actual vehicle usage information and to any
planned future program changes before making the final determination
as to vehicle needs. We believe also that our review has shown that
consideration should be given to the pooling of vehicles at Soil Conser-
vation Service offices located close to each other.

We are recommending that the Secretary of Agriculture request
the Administrator of the Soil Conservation Service to initiate at this
time a Service-wide review of daily vehicle utilization for the purpose
of establishing the number of vehicles needed by the agency, giving due
consideration to the possibility of pooling vehicles at locations where
there is more than one office, as well as to planned changes in future
program activity. We are recommending also that agency guidelines
for assigning vehicles be supplemented to provide for the pooling,
-where feasible, of vehicles at locations where the Soil Conservation
Service has -nore than one office and -that all assignments be periodi-
cally reviewed as to reasonableness and justified on the basis of the
actual usage of the vehicles. TIn this connection, we are recommending
that the Administrator be required to revise agency procedures to
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provide for the daily recording of mileage readings and hours of use of
vehicles. - '

[Index No. 35—B-154068, May 25, 1966]

PranNiNGg For aND UriLizaTion oF Avutomaric DaTa PROCESSING
EquipmenT, AMES REsEarcH CENTER, MorreTT Figrp, Cawir.,
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

The Ames Research Center has, in recent years, leased computers
that have been significantly underutilized and as a result has incurred
relatively high computer processing costs. - We believe that this situ-
ation can be attributed to Amés’ permitting its various organizational
units to pursue separate courses of action with respect to automatic
data processing activities and not requiring thorough analytical
studies which would have served as a basis for the evaluation and
selection of the optimum equipment configuration needed to meet
Center-wide processing requirements. We believe further that g
contributing factor has been that NASA Headquarters did not fully
evaluate the effectiveness of Ames’ practices relating to its planning
for, and acquisition and utilization -of, automatic data processing
equipment. '

The excess computer capacity acquired by Ames and the fragmented
approach that has repeatedly been taken in determining its automatic
data processing equipment requirements strongly suggest the need for
centralized direction of the planning for, and the acquisition and
operation of, all its computer systems.

We believe that ample evidence of the existence of excess computing
capacity was available with regard to wind tunnel data reduction,
general scientific computing work, ahd administrative data processing
to have indicated the need for a Center-wide study. Our review re-
vealed that, during the 3-year period ended April 1964, Ames paid
basic monthly equipment rentals of about $784,000 for operational
use time that was not used. Also, we noted that the estimated in-
service hours of Ames’ two major computers for fiscal year 1965 were
substantially fewer than the average of the estimated in-service hours
of the same types of computers used by all Government agencies for
that period. ~'We believe further that this low utilization experience
should have prompted the Space Administration and Ames to deter-
mine whether two major computers were needed or whether Ames’
requirements could have been met by the use of one computer.

"The Space Administration ad vised us that, in line with our proposals,
responsibilities had recently been assigned at Headquarters for the
central management of automatic data processing, instructions were
being formulated which would require’ management evaluation of
installation effectiveness, and a review board had been established
at Ames to consider gll automatic data processing resources and needs
on a Center-wide basts. The Space Administration, however, does not
agree that unused computer capacity was avoidable or that the use of
only one computer system at Ames, if it had been feasible, would have
resulted in economies. Whether it would have been technically or
economically feasible for Ames to consolidate its equipment needs in
E;a.st years could not, in our opinion, have deen determined without

st performing a detailed study of Center-wide date processing
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requirements. As of February 1966, the Space Administration was
still not in a position to make such a determination, because a study
of the required magnitude was not yet available.

We believe that, if the assigned responsibilities at Headquarters for
the central management of automatic data processing equipment
activities are properly carried out, more effective planning for and
utilitization of such equipment throughout the Space Administration
will result. Similarly, if the newly established Ames review board
effectively monitors equipment utilization and systems development
and evaluates proposed equipment acquisitions, we believe that de-
ficiencies of the type discussed in this report will be eliminated or
greatly minimized. Because of the importance of automatic data
processing to the Space Administration’s research and development
activities, we plan to devote more attention to this area in the future.

We are making this report to the Congress because of the increasing
importance of computer technology in Government operations and the
incressing costs being incurred therefor. We believe that the prac-
tices described in this report demonstrate the need for effective control.

[Index No. 36—B-158625, May 25, 1966]

REeview oF DEVELOPMENT OF CERTAIN SCIENTIFIC INSTRUMENTS
FOR THE SURVEYOR PROJECT, NATIONAL AERONAUTICS AND SPACE
ADMINISTRATION

The objectives of the Surveyor project are to soft-land a series of
unmanned instrumented spacecraft on the moon’s surface, gather
scientific and engineering data about the moon, and transmit the
data back to the earth, where it will be disseminated to the scientific
and engineering communities. In_our review we learned that ths
Space Administration had expended about $5.7 million for the design
and development of certain scientific instruments which were removed
from the approved Surveyor spacecraft payload after a reduction in
the predicted capability of the Atlas/Centaur launch vehicle required
a drastic reduction in the weight of the spacecraft instrument pay-
load. We therefore undertook a review of the management of
instrumentation development, to determine whether costs of this
nature could be avoided or reduced.

On the basis of our review, we believe that a significant part of
these costs were incurred after it became apparent that the use of the
instruments was no longer feasible. We found that the Space Admin-
istration had not promptly initiated appropriate studies for establish-
ing the instrumentation it desired for a lighter weight spacecraft for
the early Surveyor flichts when it was evident that such action was
necessary. We found also that the Space Administration took no
action to discontinue the development of instruments for use on a
heavier weight spacecraft at the time that data became available
which showed that the reduced launch vehicle performance and the
correspondingly reduced instrument payload would apply to all
approved flights. :

We believe that, had the Space Administration taken timely action
to suspend or discontinue development of these instruments for which,
on the basis of available information, there was no reasonably fore-
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seeable use, expenditures of as much as $2.5 million could have been
avoided. Further, we believe that such timely action could have
released scientific and technical manpower in both Government and
industry to meet other, and possibly more pressing, demands at a
time when the demand for scientists and engineers exceeded the supply.

The Space Administration did not agree with our finding. Its
comments are recognized in the report.

We are reporting this matter to the Congress because of the interest
expressed in the Surveyor project, as indicated by the Subcommittee
on NASA Oversight, Committee on Science and Astronautics, House
of Representatives, which issued a report dated October 8, 1965,
entitled “Project Surveyor,” and in the belief that the results of our
review will be of value to the Congress in its surveillance over the
space programs. We believe also that our report, by pointing out a
* specific area where, in our view, management was not {ully effective,
will be of assistance to the Space Administration in its management
of future space programs.

[Index No. 37—B-146730, May 27, 1966]

REecovEry oF NEEDED ParTs From ExcEss AIRCRAFT ENGINES,
DEPARTMENT OF THE AIR FoORCE

. The Air Force has placed considerable emphasis on the importance
of recovering needed parts from excess aircraft engines being processed
for disposal, and this emphasis has resulted in significant savings each
year. We found, however, that in the reclamation of J57 and R4360
engines in fiscal year 1964, parts costing about $872,000, for which
the Air Force had requirements, had not been listed for recovery
when the engines were processed for disposal. Many of these parts
were omitted from the lists due to errors, oversights, and misunder-
standings on the part of commodity managers at the San Antonio
Air Materiel Area, Texas, and because supervisory reviews did not
detect these omissions. In some instances, published lists of parts to
be recovered were not provided to the commodity managers for review
for accuracy and completeness, and, in other instances, heavy work-
loads delayed revision and updating of these lists to reflect latest
requirements. In addition, at the Oklahoma City Air Materiel Area,
Oklahoma, engines were disposed of before an appropriate list of
parts to be saved had been issued by the engine manager at San
Antonio. ‘ ,

We brought our finding to the attention of Air Force officials during
our review, and the Air Force took action to recover any needed parts
which had not yet been disposed of. By that time, however, it was
possible to recover only parts costing $213,400; the remainder had
already been disposed of. After allowing for condemnations and
reclamation and repair costs, we estimate that this action resulted in
savings of about $137,000. We estimated that, if provision had been
made initially for the recovery of the entire $872,000 worth of partss
it would have resulted in additional savings of about $443,000.

The Air Force commented on our finding in a letter dated August
25, 1965. The Air Force acknowledged that deficiencies had existed
in the reclamation process in fiscal year 1964 and agreed that errors
and untimely reclamation had caused the loss of needed parts. We

77-601—67——15 -
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were also advised of various procedural changes to preclude recur-
rence of conditions we found, which had been made subsequent to
our review.

Generally, we believe that the Air Force has established an effective
program for obtaining needed parts from engines being disposed of.
The importance of the program is emphasized in Air Force regulations,
and application of existing procedures has resulted in substantial
dollar savings each year from reclamation. Our review showed,
however, that failure to reclaim even a relatively few parts which are
needed can result in substantial losses which, we believe can be
avoided. We believe also that the action taken by the Air Force as
a result of our review will further improve existing procedures and
that, if effectively implemented and enforced, these improved pro-
cedures should help prevent recurrence of the type of deficiencies
identified during our review.

[Index No. 38—B-114878, May 31, 1966]

PrREFERENTIAL ALLOWANCES Paip To CerTaiN CONTRACTOR KEM-
PLOYEES AT THE HANFORD WoORKsS, RicHLaAnND, WasH., AToMIC
Exeray CoMmMISSION

Shortly after assuming operation of the Hanford Works in Septem-
ber 1946, the General Electric Company determined that the existing
wage rate structure for certain craft and clerical positions was not
equitable. Therefore, General Electric proposed in May 1948 and,
with subsequent Commission approval, adopted a new wage structure
designed to eliminate the inequities. The preferential allowance was
adopted in conjunction with the wage structure realignment because
General Electric considered it inadvisable to reduce the total wages
of about 3,400 employees receiving wages at rates higher than the
rates established under the wage realignment. General Electric
expressed the belief that the preferential allowances would be elimi-
nated over a period of time by upgrading, transfers to higher rated
jobs, and usual personnel turnover. No specific or determinable time
limit was placed on the payment of the preferential allowances, and,
as of February 1, 1965, 146 employees were still receiving the allowance
which totaled about $55,000 annually.

Our review showed that, within 3 years after the new wage structure
became effective, the basic wage rates for most affected job classifica-
tions had, through general wage increases, equaled or exceeded the
previous basic wage rates. Not only was the preferential allowance
retained after the new basic rates were raised above the previous rates,
but it also was increased as basic wage rates were increased.

We believe that the continued payment of the allowance, which
was designed to mitigate the economic consequences of the wage
structure realignment, has resulted in a misalignment of pay at the
Hanford Works, thus violating the basic principle of equal pay for
substantially equal work. We believe also that, because a specific
or determinable time limit was not established when the allowance
was approved, the Government continues to incur inequitable wage
costs.

General Electric is withdrawing as the operating contractor at the
Hanford Works, and, under a program of diversification announced
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by the Commission, a number of contractors, rather than a sole
operating contractor, are conducting the various activities. The new
support services contractor, who employs practically all of the persons
still receiving the allowance, commenced operations effective March 1,
1966, and is currently negotiating with the employees’ union with a
view toward ultimate resolution of the problem. _

We presented the matters discussed in the report to the Commis-
sion’s Gieneral Manager for comment, and, at our request, the General
Manager obtained the views of the General Electric Company. We:
proposed that the Commission consider reviewing the wage structures.
at its other contractor-operated installations with a view toward.
ascertaining whether similar incremental allowances are being paid.
and, if being paid, whether the Government may be incurring inequi--
table wage costs. We proposed also that the Commission adopt &
policy applicable to all its installations, which will provide that a
specific or determinable time limit be placed on the payment of any
similar allowances in the future.

The Commission and General Electric stated that the matter of
reducing or limiting preferential rates at Hanford had been considered
in the past but that the rates were considered far less important than
the other issues which were part of the total wage package subject to
negotiation and therefore were not given high priority. They pointed
out also that, in 1946 when General Electric assumed operation of the
Hanford Works, it inherited a wage structure containing rates that
were substantially higher than comparable area rates but that the
current rates were substantially in line with area rates despite the
preferential allowances.

Regarding our proposals, the General Manager informed us that the
Commission was taking steps to accomplish the intent of our proposals.
In view of these actions, we are making no recommendations at this
time.

[Index No. 39—B-157371, June 3, 1966]

PorentiaL SAviNgs By CoNSOLIDATION OF F1BELD ORGANIZATIONS AND
Faciuities FOR RECRUITING MILITARY PERSONNEL, DEPARTMENT
or DEFENSE

The General Accounting Office reviewed the operation by each
military service of separate organizations and facilities to recruit
military personnel for their regular forces.

We believe that, if the separate field recruiting organizations and
facilities of the four military services were consolidated, millions of
dollars could be saved annually. In addition, we believe that con-
solidation of the field recruiting offices of the four military services
would help achieve the purpose of the President’s new program for
improving and facilitating communications with the public.

The potential savings are best illustrated by the manner in which
the branch recruiting stations are operated. Kach of the services
canvasses the entire country through separate networks oi many
hundreds of branch stations. ~As a result, there is substantial duplica-
tion of expense for office space and equipment, utilities, personnel,
motor vehicles, and recruiting forms.
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As shown in our report, if the recruiting organizations were consoli-
dated, each of the services could have at least one representative at
each recruiting station. This would permit each service to present to
interested prospective applicants its enlistment programs and to
inform them of any advantages or benefits peculiar to the particular
service involved.

In recent years the Department of Defense has directed the con-
solidation of a number of significant services and activities that are
common to all military departments. This action has resulted in the
establishment of Defense-wide organizations, such as the Defense
Supply Agency and the Defense Contract Audit Agency. The Mec-
Cormack-Curfis amendment to the National Security Act of 1947
Authorized the Secretary of Defense to unify any common supply or
service activity that was not a major combatant function without
consulting the Congress or the Joint Chiefs of Staff. Subsequent to
the enactment of the McCormack-Curtis amendment, the Joint Eco-
nomic Committee held hearings on the matter and identified military
recruiting activities as one of the fruitful areas subject to consolida-
tion. The House Appropriations Committee has also expressed con-
cern over the use of separate facilities by the military services for
recruiting purposes.

We brought our findings to the attention of the Department of
Defense and the four military services and proposed that the Secre-
tary of Defense, under the authority given him by Public Law 87—
651, enacted September 7, 1962 (10 U.S.C. 125), direct that a field
test of the consolidation of military recruiting organizations and facili-
ties be conducted. We were informed that a Defense-wide study of
recruiting facilities was underway to develop plans for relocating and
combining separate recruiting offices to the extent practicable. We
were advised that this study would identify appropriate geographical
areas for conducting a test of the consolidation of recruiting offices.
The Department informed us also of action taken to further combine
and unify physical examining, mental testing, and enlistment process-
ing functions within the military services.

In view of the significant savings which we believe can be achieved
if the separate field recruiting organizations and facilities are consoli-
dated, we recommended to the Secretary of Defense that the contem-
plated field test be undertaken and completed as expeditiously as
feasible. We requested the Secretary of Defense to furnish us with
the results of the study as well as the results of the field test to be
made of the consolidation of recruiting offices.

[Index No. 40—B-158482, June 3, 1966]

MANAGEMENT OF THE PROCUREMENT OF Major EQUIPMENT AND
REeLATED SPARE Parts BY THE U.S. MARINE CorPS, DEPARTMENT
oF THE NAVY

We found that there is a diffusion of responsibility in the manage-
ment and supervision of major equipment procurement programs of
the United States Marine Corps. There were a total of five separate
management organizations—three in the Department of the Navy,
one in the United States Marine Corps, and one in the Department
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of the Army—involved in the acquisition of 234 new-type cargo
trucks for use by ground support elements of four Marine Corps air
units. Because this diffusion of responsibility was not adequately
coordinated, the new trucks, which cost over $1.8 million, were
purchased without combat essential spare parts. During the period
that the spare parts were not available, the air units were required
to use old, deteriorated trucks. As a result, the readiness of the four
uniti was affected for a period of 14 months after the delivery of the
trucks.

The Assistant Secretary of the Navy (Financial Management), by
letter dated November 10, 1965, informed us that the Navy concurred
in our findings. We were also furnished copies of instructions covering
policies and procedures issued with the intent of preventing the re-
currence of deficiencies of the type noted in our report.

Under the present procedures in the Department of Defense,
various organizations will continue to be responsible, and properly so,
for different segments of equipment procurement programs. In
order that there be adequate management control, we recommended
to the Commandant of the Marine Corps that the basic responsibility
for the coordination and supervision over all aspects of major equip-
ment procurement programs including the end items and related
spare parts be assigned to a specific organization within the Marine

Corps.

[Index No. 41—B-158514, June 16, 1966]

REVIEW OF READINESS STATUS oF IDLE AMMUNITION-PRODUCTION
FaciLities, DEPARTMENT OF THE ARMY

The General Accounting Office made a review of the readiness status
of 3 selected Department of the Army idle ammunition production
facility.

Our review and a broader study later conducted by the Army
indicated that many facilities considered essential for mobilization
purposes would probably not be available for emergency ammunition
production when needed. Certain other facilities apparently are not
required for immediate production but have been maintained in a
high state of readiness at considerable cost under contracts with
various contractors. This resulted, in our opinion, from a general
lack of attention to this critical area and the fact that too few qualified
persons were assigned to industrial readiness planning.

Our review of one production facility showed that the equipment
had been maintained by contractors for about 6 years in a leased
plant at costs totaling more than $500,000, on the basis that military
requirements dictated that 90 mm shell production be started within
3 months in the event of mobilization. We found, however, that these
facilities probably could not have been made ready for production in
less than 6 months because of the need for certain special tooling and
plant preparation. This is about the same length of time that would
have been required to prepare for production if the equipment had
been placed in Government-owned storage facilities at much lower
cost. = Furthermore, the need for mainfaining the equipment in
readiness to produce shells within 3 months was questionable because
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the Army had sufficient 90 mm shells on hand to meet its requirements
during the first 6 months of a mobilization period.

Subsequent to the date of our review, we were informed by agency
officials that the equipment involved in our study was being placed in
Government storage facilities as a result of a reevaluation of require-
ments. However, our review of available studies on requirements
disclosed no significant changes since 1959.

Although the Department of Defense did not concur in our findings
and conclusions, it did concur in our proposal to call the reported
conditions to the attention of personnel having responsibility for
administration of idle production equipment.

The Army study, completed in October 1965, concluded that ammu-
nition production planning was not adequate to meet emergency de-
mands. These findings included the observation that 43 of 180 com-
panies surveyed would not be able to produce the ammunition items
called for by mobilization plans because cf lack of equipment, technical
data, and qualified management and production personnel or because
of undue reliance on certain subcontractors. The Army survey team
has made certain suggestions for improving the industrial readiness
position for ammunition and for maintaining better control in the
future. We believe that adoption of these suggestions would help
prevent the adverse conditions found during our review. Therefore,
we recommend that the substance of these suggested corrective actions
be adopted.

[Index No. 42—B-114860, June 21, 1966]

Review orF REpAIR PracTicEs RELATING TO SingLE-Fauminy Prope-
ERTIES ACQUIRED THROUGH MORTGAGE INSURANCE PRroOGRAMS,
Feperar Housing ADMINISTRATION, DEPARTMENT oF HousiNg
AND UrBAN DEVELOPMENT

‘We first informed the Commissioner, Federal Housing Adminis-
tration, of the need for timely repair action, in our report to the
Congress dated June 7, 1965 (B-114860), concerning single-family
properties acquired by the agency in Wichita, Kansas. In that report
we stated that our limited surveys also showed a need for timely
repair action in cities other than Wichita and recommended that the
agency establish effective control procedures to require the directive
of its insuring offices and other officials of the agency to take aggressive
action to repair acquired properties in accordance with the Admin-
istration’s basic repair policies. This report supplements our previous
report and describes our findings with respect to the agency’s acquired
properties located in the State of Georgia.

Our review of acquired single-family properties in the State of
Georgia indicated a need for improving repair practices and that
many properties owned by the agency in parts of Georgia were in a
deteriorated condition. In our opinion, the timely repair of acquired
properties would improve sales potential and decrease the costs of
holding these ‘properties in inventory. We also believe that the
condition of some of these properties contributed to neighborhood
blight and that the delay in repairing these properties may, in some
cases, result in higher repair costs. Further, the follow-up action by
officials in Washington and the field on the findings in internal audit
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Teports with respect to this problem in Georgia did not appear to be
effective.

In commenting on our finding the Commissioner stated that he had
been concerned with the repair problem for some time. The Com-
missioner stated that he believed it was proper for property manage-
ment officials to consider the consequences of expending large amounts
of money for repairs on properties which had no sales or rental potential
in the foreseeable future and which, therefore, might have to be
repaired again in some cases. The Commissioner stated, however,
that these consequences should be balanced against the public obliga-
tion of the agency to avoid, as much as possible, blight and deteriora-
tion of neighborhoods by putting the property in presentable condi-
tion thromgh necessary exterior repairs.

In October 1965 the agency revised its property management
instructions to provide that, without fail, all properties acquired be
repaired immediately after acquisition. A partial exception is to be
made where there are concentrations of properties which cannot be
sold within 6 months. In those cases, exterior repairs are to be made
to put the property in presentable condition and to prevent undue
deterioration which may result from such problems as roof leaks or
broken windows. In addition, steps were taken to increase the
effectiveness of follow-up action on internal audit reports.

These specific actions, if effectively implemented, and the increased
emphasis now being directed toward solution of the problem should, in
our opinion, help to correct the situation discussed in this report.

[Index No. 43—B-118660, June 21, 1966]

Review oF THE PURCHASE OF TIiTLE INSURANCE ON PROPERTIES
AcQUIRED 1IN THE STATE OF FLoRIDA UNDER THE LOoAN GUARANTY
PrograM, VETERANS' ADMINISTRATION

We found that potential savings of about $255,000 a year could be
realized at this one regional office if the practice of obtaining title in-
surance was discontinued. Our review indicated that the purchase of
title insurance could be discontinued because the Veterans’ Administra-
tion had obtained adequate assurance of good and marketable title
from mortgage holders who conveyed the properties to the Veterans’
Administration upon default of guaranteed loans.

Our review of over 300 cases showed that title insurance companies
reported 15 cases with title defects. These defects appeared to be of a
minor nature which, for the most part, were caused by the failure of
mortgage holders’ attorneys to fulfill their responsibilities in tendering
title to the Veterans’ Administration. The defects were easily cured
by the mortgage holders’ attorneys, and, under such circumstances,
we believe that it is more economical for the Veterans’ Administration
to assume the unlikely risk of acquiring property with a significant
title defect than to pay private insurers for assuming such risks. In
addition, we believe that the practice of purchasing title insuranceis a
departure from the general policy of the Federal Government to be
self-insured by assuming its own risk of loss. ‘

The Veterans’ Administration has made substantial reductions in
the cost of obtaining title evidence at various regional offices, and the
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Central Office in Washington has given this matter considerable
attention over the past several years. However, we believe that
there have been unnecessary delays in effecting economies because
some regional offices have been reluctant to make changes in their
title evidence requirements.

We proposed to the Administrator of Veterans’ Affairs that the
practice of purchasing title insurance on properties acquired in Florida
be discontinued. We proposed also that the Central Office make
more penetrating evaluations of the reasons offered by regional offices
for continuing the purchase of costly title evidence and direct regional
oﬂices'ti) confine purchases of title evidence to that which is absolutely
essential.

The Deputy Administrator of Veterans’ Affairs advised us that in
November 1965 procedures were revised to eliminate the purchase of
title insurance on properties acquired in Florida. Under the revised
procedures, the Veterans’ Administration accepts or rejects titles to
properties tendered by mortgage holders in Florida on the basis of
title binders (commitments to insure title) issued by title insurance
companies at substantially less cost that title insurance. We esti-
mate that the new procedures will result in savings of about $180,000
a year on properties acquired in Florida. However, we believe that
an opportunity exists to save an additional amount of about $75,000
a year in Florida by not purchasing title binders. It is our view that
the title binders are also unnecessary for the same reasons we believe
that the title insurance was unnecessary, and we are therefore recom-
mending that the purchase of title binders be discontinued.

The Deputy Administrator informed us that at present four re-
gional offices were still purchasing title insurance because of valid
extenuating circumstances but that appropriate plans were being
developed to resolve the problems at these offices in the immediate
future.

Because additional savings may be available on & Government-wide
basis, we plan to make examinations into the title insurance practices
of other Federal agencies involved in the acquisition of real property.

[Index No. 44—B-133127, June 21, 1966]

SAviNGgS AVAILABLE BY USE oF CONVENTIONALLY DESIGNED ATRPORT
Trarric ConTroL TowERs AT Low-AcTIVITY AIRPORTS, FEDERAL
AviaTioN AGENCY

Our review disclosed the need for improved controls to ensure
that structures being financed by the Agency are the most economical
design available for the effective control of air traffic. We found that
the Federal Aviation Agency approved the construction of control
towers without first having analyzed the relative benefits and costs of
the tower design. As a result, the Agency will incur additional costs
of about $2,250,000 for the construction of 28 control towers of a new
design at low-activity airports. The Agency proceeded with the
construetion of these towers even though available cost information
showed that their cost would significantly exceed the cost of con-
ventionally designed towers previously constructed at other low-
activity airports. The Agency had planned to construct, in addition
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to the 28 towers being constructed, similarly designed towers at four
other low-activity airports in calendar year 1965.

Our comparison of the relative merits of the new and conventional
designs indicates that the additional costs are largely attributable to
aesthetic factors inherent in the nonconventional design of the new
towers. Agency officials have informed us that such nonconventional
design  provides no_significant functional improvements over con-
ventionally designed towers previously constructed. In view of the
significant additional cost of the new towers, the design of which was
apparently selected for aesthetic factors rather than for any functional
improvements over towers previously constructed, we question
whether the more expensive design was justified.

In his letter to us dated November 3, 1965, the Administrator
indicated that he agreed with our findings and advised us that towers
of a lower cost design would be substituted at the four locations already
scheduled for new towers. He stated that at 17 locations a reduction
in expenditures could have been realized if a timely cost reduction
program had been undertaken; for the remaining 11 locations, con-
struction was too far along to make any major changes that would
produce a reduction in cost.

The Administrator informed us also that, to conform to the Federal
Aviation Agency’s policy of selecting economical architectural
designs that meet their operational and technical requirements, the
Agency is pursuing means of reducing the cost of not only the towers
designed for low-activity airports but also the towers planned for
high-activity airports. However, to avoid reoccurrence of the
situation described in this report, we are recommending that the
Administrator direct that the Federal Aviation Agency’s Orders be
amended to recognize the policy relating to the selection of economical
deijgns and to establish the necessary instructions to implement this
policy.

[Index No. 45—B-158572, June 21, 1966]

Review or THE EqQuipMENT MODIFICATION PROGRAM FOR M48A1l
TANKS, DEPARTMENT OF THE ARMY

The General Accounting Office reviewed the Department of the
Army’s equipment modification program for M48A1 tanks.

We believe that the Department of the Army should develop and
consider cost and other pertinent factors relating to the alternative of
accomplishing major equipment modifications during the overhaul
process when such an alternative is available. Pertinent information
with respect to the question of whether to convert used or unused
gasoline-powered M48A1 tanks to the diesel-powered M48A3 con-
figuration was not presented to top management officials, at the Army
Chief of Staff and Secretary of the Army level, for consideration
when the decision was made to convert the unused tanks.

The decision was based, in part, on estimates of $63,033 to convert
an unused tank and $71,360 to convert a used tank, indicating a
savings through conversion of unused tanks. However, at that time
the Army was aware that, in any event, the used tanks were to be
completely torn down and rebuilt at an estimated unit cost of $12,621.
Presentation of these facts to top management officials would have
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provided them with the alternative that, on the basis of cost data
available at the time, about $2.3 million could have been saved by
installing the diesel engine and other M48A3 features in the used
tanks during the rebuild process rather than converting the unused
tanks. The objective of the Army’s conversion and rebuild programs,
that is, to have both M48A1 and M48A3 tanks available for use by the
troops, could have been accomplished by issuing the unused tanks
immediately and converting the used tanks at the time they were
rebuilt. On the basis of costs actually incurred, about $5.7 million
would have been saved if used tanks had been converted during the
rebuild process.

In commenting on our report, the Department of the Army took
the position that all factors were considered. We were informed
that (1) professional judgment dictated a need for the most reliable
equipment with the least possible delay and, accordingly, the decision
was made to retrofit unused tanks rather than used tanks and (2)
“No other method of achieving this objective was known * * *”

It is our opinion that pertinent cost data was not considered at
the time the modification program was approved and that there is a
serious question as to whether any significant increase in effectiveness
was gained through the conversion of unused tanks as compared to
the conversion of used tanks during the rebuild process for several
reasons outlined in our report. Further, it is impossible to tell what
decision Army officials would have made if adequate cost data had
been developed and considered. There appears to have been con-
siderable feeling on the part of some of the Army personnel involved
that only unused tanks should be converted in order to have the
best equipment possible in the hands of the troop units. However,
without being provided full information, the Chief of Staff and the
Secretary of the Army had no means of judging the relative costs and
military effectiveness of the alternatives available for accomplishing
their objective.

We recommended that, when major equipment modifications
are to be undertaken, the Secretary of the Army specifically provide
that (1) if a normal overhaul program is also to be undertaken,
Army personnel develop all pertinent cost and other factors concerning
the alternative of accomplishing the modifications at the same time
and (2) the data be furnished to top level Department of the Army
personnel for consideration in connection with program approval.

[Index No. 46—B-159200, June 29, 1966]

Savings TaaT Cax BE Arraixep BY REBUuILDING UseEp MoTor
VericLE TiREs, DEPARTMENT oF THE AIR FORCE

On the basis of our analysis of the tire-rebuilding statistics for
80 Air Force installations and our observations of tire inspection and
rebuilding practices at 11 of the installations, we estimate that more
extensive rebuilding of used motor vehicle tires by Air Force installa-
tions, instead of buying new replacement tires, would have resulted in
savings of as much as $2 million in one fiscal year and could likewise
result in substantial savings in future years. At most of the installa-
tions included in our review, requirements for replacement tires were
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being met to some extent through the rebuilding of used tires; but,
on the whole, insufficient emphasis had been placed on this source of
potential savings. For example, many used tires were being con-
demned when they could have been rebuilt, and, in many cases, tires
were worn excessively before removal, thus precluding rebuilding.

We found that tire inspection personnel had not been adequately
indoctrinated in the benefits to be derived from rebuilding used motor
vehicle tires and that sufficient review and control had not been exer-
cised over their activities. The Air Force had established general
policy guidance with respect to tire maintenance which provides
that used motor vehicle tires be rebuilt and used by Air Force instal-
lations whenever possible. The instructions point out that careful
periodic inspection of tires will provide carcasses suitable for rebuilding
and that such tires can be expected to last as long as new tires and
in some cases longer. We found, however, that the extent to which
this general policy guidance had been implemented varied substantially
among installations.

We concluded from our review that there was a need for the estab-
lishment of specific tire-removal criteria which could be applied by
vehicle maintenance personnel to ensure the removal of tires before
excessive wear prevents rebuilding. In addition, since each Air Force
installation has the responsibility for obtaining replacement tires for
its motor vehicles, it seemed evident to us that closer supervision of
tire inspection, removal, and rebuilding activities by base officials
and increased command surveillance were required to ensure effective.
performance and to realize the maximum savings possible.

We discussed our findings with responsible Air Force officials at
the installations and major commands included in our review. We
were informed that appropriate action either had been or would be
taken to prevent future disposal of used motor vehicle tires that
could be rebuilt. The actions taken were directed primarily toward
providing closer supervision over the inspection and removal of used
tires.

In a letter dated April 30, 1966, the Assistant Secretary of Defense
(Installations and Logistics) stated that the Air Force was in general
agreement with our findings. He informed us that a new technical
order had been prepared to provide, among other instructions, for
the periodic inspection of tires and for their removal if the remaining
tread depth is less than %, inch at its lowest point. He also stated
that in accordance with our suggestions, this matter had been referred
to the Inspector General of the Air Force as an item of special interest
for future inspection programs and a letter had been sent to all major
Air Force commands requesting that necessary action be taken to
preclude the recurrence of these conditions. In addition, copies of a
draft of our report had been furnished to the other military depart-
ments and all commands had been requested to give additional
attention to the review and inspection of field operations to ensure
compliance with applicable policies and technical publications.

We believe that the Departments of Defense and the Air Force
have taken appropriate actions on our findings and that these actions
should result in substantial savings.
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[Index No. 47—B-118678, July 15, 1966]

ReEviEw oF PROCUREMENT OF KEQUIPMENT FOR IMPLEMENTING
AvuromaTion oF WarerR Darta REcorps, GEoLoGICAL SURVEY,
DEPARTMENT OF THE INTERIOR

Before developing a system to automate streamflow records, the
Geological Survey collected basic streamflow data with an instrument
known as a strip-chart recorder. In June 1962, the Survey completed
its evaluation of the automation program and concluded that savings
in costs and manpower could be realized by using a digital recorder.
Both recorders collect the same type of water data—the strip-chart
recorder produces a graphic chart which requires manual methods of
interpretation while the digital recorder produces a punched tape
which is interpreted by processing on a general-purpose computer.

During fiscal years 1963 through 1965, the Geological Survey
purchased and installed digital recorders to automate water data
records and, during the same period, continued to purchase new
strip-chart recorders of the type being replaced by digital recorders.
This situation occurred because the Survey did not develop an
overall plan to show the number of digital recorders that would be
periodically needed in each district office to effectively implement the
automation program and did not provide for coordination in relocating
replaced strip-chart recorders so as to avoid the procurement of
additional new strip-chart recorders. We believe that the Survey
knew or should have known that replaced strip-chart recorders would
be available periodically to meet the needs of the various district
offices during the equipment substitution phase of the automation
program. Nevertheless, the Survey purchased new strip-chart
recorders, most of which were of the type being replaced by the digital
recorder for about $155,000, while at the same time it was generating
a surplus of strip-chart recorders.

We noted also that the Survey procured a substantial number of
the batteries needed to operate the digital recorder from local sup-
pliers even though comparable batteries were available on the Federal
Supply Schedule at a lower cost. We estimate that, when the
conversion to the digital recorder is completed in fiscal year 1968,
the Government could achieve savings of about $13,000 annually if
the batteries needed to operate digital recorders are procured through
the Federal Supply Schedule. :

We brought the matters discussed in this report to the attention
of the Department of the Interior and proposed that an overall plan
be developed which would provide for the timely procurement, dis-
tribution, coordination, and installation of all water data collection
equipment to avoid further procurement of new strip-chart recorders.
We proposed also that instructions to field personnel be revised to
require procurement of digital recorder batteries through the Federal
Supply Schedule, except in justifiable emergency situations.

In December 1965, the Department advised us that it agreed with
the intent of our proposals and was therefore asking the Geological
Survey to take appropriate actions necessary to carry out our pro-
posals. The Department stated that the Survey would develop a
plan for stronger central control and coordination of procurement
and distribution of water data collection equipment. The Department
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stated also that the Geological Survey had agreed to issue revised
instructions to require field personnel to purchase digital recorder
batteries through the Federal Supply Schedule as proposed. The
instructions were issued effective November 22, 1965.

As a part of our continuing review of the activities of the De-
partment, we are planning to evaluate the effectiveness of the cor-
rective actions taken or promised.

[Index No. 48—B-159072, July 15, 1966]

PorenTIiAL SAviNGs TEROUGH GREATER USE OF AVAILABLE GOVERN-
MENT GaAsoLINE OuTLETS, DEPARTMENT OF DEFENSE

The General Accounting Office examined into the credit-card pur-
chases of automotive gasoline for vehicles of the Departments of the
Army, Navy, and Air Force. We found that maximum use of Govern-
ment gasoline outlets was not being made primarily because respon-
sible military officials had not taken action to effectively control credit-
card purchases of gasoline.

The military departments annually spend an estimated $5 million
for the credit-card purchase of gasoline from commercial service sta-
tions. The cost of gasoline purchased with credit cards is from about
10 cents to 16 cents a gallon more than the cost of gasoline obtained
from Government outlets. Although we were not able to arrive at a
firm estimate of the annual savings available to the military depart-
ments, our review indicated that the departments could realize sub-
stantial savings in their annual operating costs if drivers of vehicles
of the Army, Navy, and Air Force made greater use of available
Government outlets.

We apprised the Secretary of Defense of our findings and suggested
that certain actions be taken to attain maximum use of Government
gasoline outlets for military vehicles. The Deputy Assistant Secre-
tary of Defense (Logistics Services) indicated to us in a letter dated
April 20, 1966, that the Department of Defense was in general agree-
ment with our suggestions.

[Index No. 49—B-159451, July 18, 1966]

SurvEY oF INTERNAL AUupiTs AND INsPECTIONS RELATING TO UNITED
STATES ACTIVITIES IN VIETNAM, DEPARTMENT OF STATE, AGENCY
FOR INTERNATIONAL DEVELOPMENT, DEPARTMENT OF DEFENSE

Owr work was undertaken in consideration of (1) the importance of
internal audit and management inspection functions as an essential
but sometimes neglected element of management control, and (2) the
continuing concern of the Congress with effective management control
of these programs. We believe that, by this broadened approach,
our report should have more impact on promoting improvements in
agency management control practices than would a report concerned
with the correction of individual instances of waste and inefficiency
which in some cases have already been recognized by the agencies
concerned.
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1n the survey and report we have endeavored to identify the more
significant program areas, relate them to the surveillance by the 15

rincipal audit or inspection organizations or units having responsi-

ilities there, and pomnt up the areas in which more effective sur-
veillance effort seems to us most needed. Generally these are well
known to the departments and agencies concerned. Our purpose in
reporting them in this fashion is to provide helpful information for the
Congress, its Committees, and the executive agencies by presenting,
in reasonable perspective, something of the scope of our United States
programs, and the related departmental audit and inspection responsi-
bilities in Vietnam. In so doing we have duly recognized the unique
problems caused by the conditions under which the programs are being
conducted there, and the related fading of normal boundaries of
responsibilities between civil and military activities.

In this connection we have included in the report a tabulation de-
signed to identify in the briefest fashion (1) the work which we found
being done in Vietnam by the respective agencies to carry out their
responsibilities for internal audit, inspection, and management revievw,
(2) some of the more important and more pressing areas in which we
believe greater agency efforts are needed, (3) actions taken by the
agencies toward more effective review and corrective measures since
the time of our field work in March 1966, and (4) any further plans
which the agencies have stated to us.

The most significant problem areas in terms of magnitude, vulnera-
bility to operational and management deficiencies, and consequent
waste in regard to economic assistance are the commercial import
program and the rural construction (formerly counterinsurgency)
program. The commercial import program consists of the importa-
tion by Vietnamese importers of needed commodities, financed by the
United States, through commercial channels. The rural construc-
tion program is the major economic assistance effort applied directly
to the Vietnamese populace.

Substantive-type audits had been completed or were in process for
parts of the economic assistance, commercial import, and rural con-
struction programs, relating to about $67 million from July 1, 1964, to
the time of our survey in March 1966. Those programs totaled
approximately $800 million for the 2 fiscal years 1965 and 1966.
Most of the audit work done has been by the Mission Audit Staff of
the Agency for International Development. Formal audit raports,
where issued, have pertained to relatively narrow segments of pro-
grams, although their stated scope indicated adequate coverage of the
specific areas involved. For example, one report covered end-use
observation of $3.5 million of a $72 million iron and steel import
program for fiscal years 1960 to 1964.

Special-purpose inspections and investigations also have been per-
formed, principally by the Management Inspection Staff of the Agency
for International Development and by the Inspector General of
Foreign Assistance.

In view of the known difficulties in effectively carrying out the
economic assistance program in Vietnam, there appears to be an
urgent need for a continuing evaluation of program makeup and
performance for agency top management use. We believe that there
is a particular need for increased surveillance of the operations in-
volved in the receipt, distribution, and end use of the huge quantities
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of commodities being imported into Vietnam under the economic
assistance program. These operations by their nature and circum-
stances are conducive to manipulation and irregularity.

The underlying problems relating to management control of the
economic assistance programs in Vietnam, although intensified, are
generally not new. The more obstinate continuing difficulties have
received considerable attention in congressional hearings and reports
over the past several years. They also have been observed in our
earlier reviews and are included in two reports which we transmitted
to the Congress in July 1964.

AID has taken aggressive action in recent months toward applying
greater audit and review effort in significant program areas. For
example, a special group has been established in Vietnam to give par-
ticular attention to strategic commodities; and action has been started
to increase and upgrade the Mission audit staff in Vietnam.

In connection with the military construction program, totaling
nearly $600 million up to March 1966, $504 million had been incurred
under a single joint-venture contract for construction of air bases,
port facilities, cantonments and logistical and administrative facilities
for United States and Vietnamese military forces, and other projects.
Audits to date by the defense agencies having responsibility have been
limited mostly to examinations of the contractors’ cost representations
as shown on vouchers presented for payment. Insofar as we could
determine, no management reviews or evaluations have been under-
taken of substantive contract performance or of the broader control
aspects of the construction program.

The atmosphere surrounding the billion-dollar construction under-
taking in Vietnam and the conditions of urgency under which the work
is proceeding are at bést conducive to a large element of waste, some of
it unavoidable. Many of the management controls which are applied
in a normal construction operation are precluded by the circumstances.
In our opinion, this creates an urgent need for a counterbalance in the
form of a searching management review and inspection function on a
continuing basis to reduce avoidable waste without hindering the
program. There appears to a particular need for audits and inspec-
tions concerning the adequacy and timeliness of delivery, the end
use, and the propriety of costs of the large amounts of equipment,
spare parts, and supplies that are being provided under the program.

We found no audits being conducted nor did we find any current
plans by the audit agencies of the Departments of the Army and Navy
to perform audits of military supply or logistics activity other than
construction in Vietnam. The Air Force Auditor General was plan-
ning some audit by temporary duty staff in the areas of accounting and
finance, procurement, and nonappropriated funds. However, Army
and Air Force audit agencis were performing extensive audits at Pacific
bases and in the United States of activities relating to logistics support
of the military effort in Vietnam. Audits conducted by the military
commands in Vietnam have been limited mostly to nonappropriated
fund activities such as officers’ and enlisted men’s clubs and open
messes.

The circumstances under which the economic and military assis-
tance and military construction programs are conducted and the scope,
complexity, and uniqueness of the activities in Vietnam suggest a
greater than ordinary need for a continuing plan of top management
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surveillance. The internal audit and review problems, however, are
‘aggravated, particularly in the economic assistance program, by (1)
limited audit and inspection manpower, as to both numbers and
g;m]jﬁcations, (2) diffusion of audit staff efforts, and (3) the war con-

itions and other environmental elements including difficulties in
securing access to information in regard to joint activities with the
Government of Vietnam.

We recognize that special management techniques have been
applied in the Vietnam operation. Our report does not imply deroga-
tion of these techniques, but is related to the extent to which the
regularly constituted audit and investigative organizations have
performed their functions in Vietnam. In this connection we believe
that the Defense practice, which has in essence excluded the regularly
constituted audit arms of the military services from performance of
audits of support activities in Vietnam, should be reconsidered to
permit these agencies to perform needed audit and review functions
in areas where these functions would not interfere with combat opera-
tions nor obstruct United States purposes.

Following through from the information developed in this survey,
our Office 1s scheduling further work to be performed in the United
States and in Vietnam, relating to the more crucial areas of the
commercial import program and the vast construction program.

[Index No. 50—B-118660, Aug. 9, 1966]

Savings AvarLaBLE BY CanceELING HAzaArRD INsUrRANCE Povricies
oN ProrerTIES AcqQuirep Urox Drraurr ofF Housineg Loaws,
VETERNS' ADMINISTRATION

On the basis of our review, we believe that estimated savings of
about $112,000 could have been realized in fiscal year 1965 at the
six Veterans’ Administration regional offices visited by us, if (1)
available refunds on unexpired insurance policies had been obtained
and (2) regulations had been revised to enable cancellation of hazard
insllllrance policies in certain States granting mortgagors redemption
rights.

gSince the regional offices which we visited administered about 29
percent of all properties acquired by the Veterans’ Administration
during fiscal year 1965, we believe that substantially greater savings
are available nationwide.

It is the stated policy of the Veterans’ Administration to be self-
insured against hazards to properties owned by it. This policy is
consistent with the general policy of the Government to assume its
own risk of loss, on the theory that the magnitude of the Government’s
resources makes it more advantageous to carry its own risks than
to have them assumed by private insurers. However, in May 1964
the Veterans’ Administration revised its instructions to require that
a hazard insurance policy on acquired property be permitted to
remain in force regardless of the amount of the unexpired premium,
unless the property is sold prior to the expiration date of the policy.
Previous instructions required prompt cancellation of an insurance
policy on property acquired by the Veterans’ Administration when
the unexpired premium amounted to $20 or more.
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Certain States have laws which establish a period of time subsequent
to foreclosure during which mortgagors in default may redeem their
properties. Existing regulations of the Veterans’ Administration do
not provide the agency with the authority to cancel unexpired in-
surance policies on properties acquired in these States. Under these
circumstances the Veterans’ Administration is unable to become self-
insured. A revision in these regulations seems particularly desirable
when receivers are appointed who have a duty under State law to
carry hazard insurance during their period of custodianship. The
insurance carried by the Veterans’ Administration is of no practical
value because.it duplicates the receivers’ insurance coverage.

The Deputy Administrator of Veterans’ Affairs disagreed with our
estimate or the amount of savings available and stated that the Vet~
erans’ Administration had made a study at 16 regional offices and, on
the basis of the statistics gathered, was not satisfied that any loss of
revenue had been shown. However, he stated that the Veterans’
Administration planned to make a more comprehensive study at all
applicable field stations and would reconsider its position at the con-
clusion of the study and reevaluation of its current policy.

We reviewed the information developed at 4 of the 16 regional
offices included in the Veterans’ Administration study and believe that
the savings available were significantly understated, primarily be-
cause the study was not based on the earliest date that the insurance
policies could have been canceled.

Since a large number of properties are being acquired by the
Veterans’ Administration annually, we believe that a substantial
amount of savings would be available to the Veterans’ Administration
if prepaid hazard insurance policies were canceled promptly when the
risk of loss passes to the Veterans’ Administration or the receivers.

Accordingly, we are recommending that the Administrator of
Veterans’ Affairs require mortgage holders to cancel prepaid hazard
insurance policies upon transferring risk of loss to the Veterans’
Administration or the receivers. Also, because the regulations do
not now provide the Veterans’ Administration with the necessary
authority to cancel the policies during redemption periods in States
granting mortgagors redemption rights, we are recommending - that
the regulations be revised to provide such authority.

[Index No. 51—B-125037, Aug. 9, 1966]

PoreNTIAL SAviNes THrROoUGH IMPROVED ConTROLS OVER PER DIEM
PAYMENTS To MILITARY PERSONNEL, DEPARTMENT OF THE AIR
Force

The General Accounting Office made a review of per diem payments
made to Air Force military personnel deployed on an overseas airlift
support mission in a noncombat zone.

We inquired into the management controls in effect and the possible
need for strengthening the regulations when an apparent disparity
between allowable per diem and lodging and subsistence costs came
to our attention. We found that per diem allowances paid to military
personnel deployed on a support mission exceeded their estimated

77-601—67——16
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lodging and subsistence costs by about 200 percent. We believe that
responsible military officials could have taken action to have the per
diem reduced inasmuch as they had personal knowledge that the per
diem substantially exceeded the lodging and subsistence expenses
incurred by the individuals involved.

The Department of Defense agreed that per diem should be paid
only as warranted and justified and that the findings discussed in our
report had been brought to the attention of appropriate service
officials. He stated further that action had been taken by all military
departments to improve administrative control over travel per diem
entitlements and that standardized internal audit programs would
be examined and revised to direct attention to matters discussed in
our report. Also the Joint Travel Regulations were revised, effective
April 1, 1966, to make it clear that it 1s the responsibility of the local
commander as well as the theater commander to initiate changes in
the per diem rates when warranted.

Since October 1963, we have issued 10 reports to the Congress on
unnecessary or illegal per diem payments in the military departments.
The total dollar deficiency shown in these reports amounted to about
$10 million. Owing to the significant deficiencies found in our re-
views, we believe that the area of per diem is one requiring special
and continuing attention by top management personnel of the
Department of Defense and the military services to overcome the
problems involved. We plan to perform additional reviews of
internal controls and of the effectiveness of the corrective actions
taken or proposed by the military departments.

[Index No. 52—B-146948, Aug. 9, 1966]

ReviEw oF CHARGES TO DEFENSE CoNTRACTS FOR USE oF COMPANY
OPERATED AND CHARTERED AIRCRAFT, DEPARTMENT OF DEFENSE

The General Accounting Office reveiwed charges to defense con-
tracts for use of company operated and chartered aircraft.

The company aircraft operations included in our review generally
have grown from small numbers of relatively inexpensive, piston
aircraft to larger fleets of aircraft that include turbojet and pure jet
types, the cost of which is in the millions of dollars. The number of
pilots required to operate the aircraft and the cost of flight operations
have increased accordingly. In addition, information supplied by
the Department of the Air Force indicates that the Government’s
financial interest in contractor aircraft operations is vastly more than
that shown in our review. According to the Air Force, companies
in the United States, such as the defense contractors included in our
review, are utilizing approximately 20,000 executive and business
types of aireraft.

Reviews of nine defense contractors that extensively used company
operated or chartered aircraft indicated that the cost of such aircraft
use was substantially more than the cost of equivalent commercial
air transportation. )

Tor example, the cost of operating the five private executive air-
craft of one contractor during the year reviewed was about $1 million
or about six times the cost of equivalent commercial air transportation.
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Practically all the additional cost was charged through overhead to
contracts with the Department of Defense and, to a limited extent,
with the National Aeronautics and Space Administration. Our tests
indicated that most of the contractor’s flights were routine in nature
with no priorities assigned. We concluded that the contractor could
have performed effectively under its Government contracts by using
commercial and chartered aircraft and available Government-
sponsored air services. This contractor has since reduced its executive
fleet to one aircraft.

Tn some situations, it appeared that the additional cost of a private
aireraft operation may have been justified by the urgency and high
priority of the work performed or by the need to have a minimum
-capability for emergency needs. In our opinion, however, the addi-
tional cost in most cases outweighed the apparent benefits.

The military departments primarily concerned, agreed that the
-contractors, in certain instances, did not need aircraft for the support
.of major contracts to the extent they had been used. Asa result, in
negotiating overhead cost for the years under review, certain dis-
allowances were made by the departments.

In an earlier report to the Congress (B-146948, October 21, 1964),
we recommended that the Secretary of Defense provide all military
:services with guidelines to be followed in determining the allowability
.of costs of company-operated aircraft to be included in prices of nego-
tiated Government contracts. We were informed that this has now
‘been done and the entire matter was referred to the Armed Services
“Procurement Regulation Committee for its consideration and appro-
‘priate coverage in the Armed Services Procurement Regulation.
“We were informed also that the military services had issued guidance
‘to their procurement personnel with respect to this matter.

[Index No. 53—B-159135, Aug. 9, 1966]

NEED To IMPROVE CONTRACTING PROCEDURES FOR EMPLOYMENT OF
APPRAISERS TO VALUE INDIAN LaNDS, DEPARTMENT OF JUSTICE

Our review disclosed a need to improve contracting for employ-
ment of appraisers through the strengthening of contracting proce-
dures and establishment of guidelines for aiding in determining the
reasonableness of appraisers’ proposed fees. We found that uniform
procedures or guidelines had not been prescribed for aiding attorneys
‘Who select appraisers; management had not effectively reviewed con-
‘tracting actions; appraisers had not been required to furnish such basic
data as estimated man-days, per diem rates for personal services,
travel, outside fees, printing, overhead, or other expenses in support
of their bid proposals; and there was usually an absence of negotia-
“tions between attorneys and appraisers.

We proposed to the Attorney General that policies and procedures
be prescribed for governing the selection of appraisers and that pro-
vision be made for periodic reviews of contracting activities for deter-
mining whether prescribed policies and procedures are being effectively
carried out at the operating level. We proposed also that appraisers
be required to furnish sufficient financial or other fee information for
.enabling the contracting officials to effectively evaluate the reasonable-
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ness of proposed fees, and that contracting practices include negotia-
tions with appraisers concerning fees and other matters after proposals
are received.

The Assistant Attorney General, Lands Division, advised us that,
in accordance with our proposals, the Lands Division would prepare
and issue formal policies and procedures for negotiating with and
selecting appraisers and that it was the Department’s intention to
adopt our proposal that appraisers be required to furnish cost data.
He stated, however, that our proposal that negotiations be carried on
with prospective appraisers presented a number of problems.

Although adoption and implementation of these measures should
improve the contracting procedures for the employment of appraisers,
we believe that additional improvements are needed. Accordingly,
we are recommending that the Attorney General, to improve con-
tracting activities, provide for periodic reviews of the contracting
activities of the individual attorneys for determining whether pre-
scribed policies and procedures are being effectively carried out at the
operating level. We are recommending also that the Attorney
General prescribe methods and criteria for guiding individual attorneys
in determining the reasonableness of proposed fees. We are further
recommending that the Attorney General, to afford the Department a
better basis for determining that appraisal fees are reasonable, require
contracting officials to negotiate with appraisers, on the basis of
proposed costs or other information, after initial proposals are
received.

In response to our request for all pertinent records, the Department
denied us free access to such records applicable to 20 cases then in
litigation and furnished us with only those records which, in its opinion,
were needed for, or pertinent to, our review. Because the Depart-
ment did not permit us to make the selection of the documents needed
for our review, we were unable to make a completely independent
review of the contracting activities. Consequently, we are not aware
of any additional information in these files which might affect the
matters discussed herein.

We are reporting these matters to the Congress because they show
the need for the Department of Justice to strengthen its contracting
procedures for employing appraisers to value Indian lands, which is
especially important in view of the large number of future contracts
which the Department has estimated will be required. Also, prior
congressional interest in this area had been expressed by individual
members of the Congress and by the Subcommittee on Departments
of State, Justice, and Commerce, the Judiciary and Related Agencies
Appropriations, Committee on Appropriations, House of Represen-
tatives.

[Index No. 54—B-159148, Aug. 9, 1966]

Tae UtiLizaTioN AND DisrosiTion oF Excress Beps axp RELATED
BrppiNG, DEPARTMENT OF DEFENSE

In 1963 and 1964 the Defense General Supply Center reported to
Headquarters, Defense Supply Agency, that the Army beds and
mattresses were in long supply and that the Center proposed to issue
‘these beds to the Air Force and Navy in lieu of new procurement.
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However, the Center was instructed by Headquarters, Defense Supply
Agency, to comply with the request of the customer and not issue
substitute items without prior concurrence of the requisitioning serv-
ices. Consequently, action was taken to dispose of 521,700 excess
Army beds valued at $9.9 million. Meanwhile, 165,000 preferred
beds and related bedding were procured at a cost of $8 million.

Following our inquiries into this matter, 271,500 of the excess Army
beds were withdrawn from disposal. These beds were subsequently
requisitioned by the military services, including the Air Force and
Navy, for use in southeast Asia and supporting areas, at a savings of
about $10.6 million. In our opinion, additional procurement savings
of $9.4 million could have been realized if the 250,200 beds previously
disposed of had been used to fill Air Force and Navy requirements.

A similar matter was previously reported to the Congress on April
27, 1965, concerning the refusal of the military services to use excess
4,000-pound warehouse platform trailers to avoid procurement of
similar equipment. The Deputy Assistant Secretary of Defense
(Materiel Requirements) commented on our report by stating that
significant disagreements between the services and the Defense Supply
Agency should be referred to the Office of the Secretary of Defense.
However, he did not agree with our proposal that the services be
required to justify their refusals of substitutes in writing.

The Air Force and the Navy reasons for nonacceptance of the excess
Army beds were not clearly documented and evidently were based
on other than technical considerations, while the decision by Defense
Supply Agency to acquiesce to the serivees’ desires was based to a
substantial degree on its desire to maintain good customer relation-
ships. In view of the significant amount of potential savings, we
believe that, had this matter been referred to the Secretary of Defense,
a different decision might have been reached.

The Department of Defense expressed general concurrence with
our findings. The Department further concurred in principle with
our proposals that refusals by the military services to accept substitute
non-tactical-type items be supported by written justifications in
instances where significant potential savings can be realized and that
acquiescence by the Defense Supply Agency to such refusals be
documented showing the basis for such decisions.

[Index No. 55—B-114824, Aug. 10, 1966]

OrporTUNITY T0 REDUCE CosTs oF ProvipiNg ProTmeTioN FroMm
Heat axp Conp on SurpMeENTS oF CErTAIN PuRIsSHABLE CoM-
mopiTies, CommopniTy CrEpIT CORPORATION, DEPARTMENT OF
AGRICULTURE

Our review disclosed that costs could be reduced by, and savings
to the Government would result from the Corporation’s eliminating
excessive protection on shipments of butter and cheese without
risking spoilage or deterioration of these commodities. We examined
into past shipments made by the Corporation of butter and cheese
and compared the protective services furnished with those which
commercial firms would have furnished such shipments. On the
basis of information developed in our review, we estimate that the
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Corporation could have realized savings in rail transportation costs.
for butter and cheese of about $219,000 during fiscal year 1964, if’
it had reciuired protective services comparable to those which a.
commercial shipper would have required. We believe that addi-
tional savings may be available on shipments of other perishable
commodities.

Guidelines prescribing the protection to be provided for the Cor-
%oration’s perishable commodities during shipment were issued by the.

epartment in 1958. Agency officials had not kept the details
explaining the basis on which the guidelines had been developed, but.
these officials believed that the guidelines may have been based, in
part, on a survey that had been made of commercial shipping practices.
In our discussions with officials of four large distributors of dairy
products, however, we found that the Corporation’s guidelines gen-
erally required more protection than was then being required by
commercial shippers.

The Executive Vice President, Commodity Credit Corporation,
stated that he concwrred with our suggestion that a comprehensive
study would be desirable and that an evaluation of protective services
required for protecting perishable commodities from damage or
deterioration in transit would be made. He stated also that the
requirements would be revised, where appropriate, to keep the cost
of protective services at a minimum consistent with prudent manage-
ment. He stated further that periodic evaluations would be made
to review the adequacy of such requirements.

The Executive Vice President questioned, however, the practica-
bility of adjusting the generally prescribed amounts of protection to
be provided to take into consideration special weather conditions
existing at the time of shipment. He also pointed out that shipments
of print butter made by commercial firms are maintained at tempera-
tures ranging from 35° F. to 42° F. and that the Corporation requires
contractors to precool print butter to 20° F. before shipment. Our
review disclosed, however, that the conditions pertaining to the Cor-
poration’s acquisition and storage of print butter had changed sub-
stantially from those existing at the time this requirement for pre-
cooling print butter had, some time prior to 1955, been established.

We believe that appropriate revisions to protective services re-
quirements will result in savings in transportation costs. We believe
also that, to obtain the maximum benefits from revising the protective
services requirements, provisions would have to be made which would
enable the Department to revise previously issued instructions if
weather conditions upon which the previously issued protective serv-
ices instructions had been based change substantially prior to ship-
ment. We believe further that, in view of the changed conditions,
consideration should be given to revising the requirement that print
butter be frozen to 20° F. prior to shipment.

Accordingly, we are recommending that the Secretary of Agriculture
require Department officials, as part of the evaluation of protective
services requirements which they intend to make, to explore the oppor-
tunity for reducing costs by instituting procedures providing for
revising protective services instructions when changed weather condi-
tions prior to actual shipment would materailly affect the amount of
protection previously prescribed. We are recommending also that
consideration be given fo the feasibility of revising the requirements for
freezing print butter prior to shipment.
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[Index No. 56—B-125036, Aug. 10, 1966]

Review or RErPorTING OF TAXABLE INcOoME AND Tax WITHHOLD-
INGS OF MiLiTARY PERSONNEL, DEPARTMENT OF THE ARMY

The General Accounting Office made a review of the reporting to
the Internal Revenue Service of taxable income and tax withholdings
of military personnel by the Department of the Army.

We found numerous clerical and arithmetical errors in the pay
records and forms W-2 prepared by the Army, which demonstrated
the need for more aggressive and effective supervision and internal
controls. On the basis of the number of errors we found, we estimate
that the Armywide errors amounted to about $16,000,000 in the
reported members’ income subject to income tax and to about
$2,280,000 in the reported income taxes withheld from members.
We further estimate that these errors. unless detected and corrected
by the individual members in filing their returns, may have resulted
in significant underpayments and overpayments of income taxes for
the period reviewed. These errors were primarily the result of the
failure of the clerical personnel to satisfactorily perform their assigned
tasks. In addition, we found that the errors went undetected or,
when detected, were not properly corrected although there are nu-
merous regulations and review programs in existence to prevent this.

In advising the Secretary of Defense of our finding in the review of
tax information reported by the Army for calendar year 1963, we
proposed that the Secretary of the Army (1) delay the filing of Forms
W-2 for 1964, by arrangement with the Internal Revenue Service,
until sufficient review could be made to ensure the reliability of the
reported information, (2) require a complete review of Forms W-2
for 1963 so that necessary corrections could be made within the
statutory time limitations, (3) issue instructions designed to emphasize
supervision of base-level activities in order to minimize errors, and
(4) ensure that procedures established for future reconciliation reviews
are effectively carried out as intended.

By letter of July 1, 1865, the Deputy Assistant Secretary of the
Army (Financial Management) forwarded Department of the Army
comments made on behalf of the Secretary of Defense. The Army
concurred in general in our finding and proposals. He reported that
actions were being taken regarding the last two proposals and informed
us of the planned institution of the Centralized Automated Military
Pay System by 1968. With respect to the first two proposals, how-
ever, the Army was unable to take action because the Forms W-2
were not available. The Internal Revenue Service advised the
Army and our Office that filing of the 1964 Forms W-2 could not be
deferred, because the initial processing of forms for all taxpayers must
be completed at the same time in order for the enforcement program
to be effectively carried out and that, once the Forms W-2 are made
available for use in field offices, there is no practicable means of identi-
fying and reassembling those submitted except on a case-by-case basis.

In our previous report on errors in the reporting of tax information
by the Air Force (B—125036, December 20, 1963), we had suggested
that special reviews be made of Army and Navy reporting of tax
information to determine whether similar deficiencies existed in those
departments. We were advised by the Department of Defense that
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the Army and Navy had procedures for verifying, on a test basis, the
accuracy of information reported to the Internal Review Service and
that, therefore, special reviews of prior years were considered unneces-
sary. We were advised, however, that special reviews would be made
of information reported for 1963 to ensure the accuracy of the infor-
mation as well as the effectiveness of the review procedures.

More recently, we reviewed tax information reporting by the Navy;
and on February 18, 1966, we reported to the Secretary of Defense
that we had found that incorrect tax data were being reported and
that the Navy review generally would not identify these discrepancies.
In April 1966 the Navy concurred in general in our findings and
informed us of remedial measures being taken.

We recommended that, to provide an auditable record until the
improved military pay system becomes effective, the Army Forms
W-2 be prepared in sufficient number to provide a copy for retention
and use in the individuals’ Military Pay Records.

[Index No. 57—B-146551, Aug. 10, 1966]

Review oF CERTAIN AcTivE DUTY RETIREMENT BENEFITS FOR ARMY
AND AR Force REsErRvE OFricERs, DEPARTMENT OF DEFENSE

Many retired Army and Air Force Reserve officers are receiving
active duty retirement pay based on a grade higher than the highest
grade attained on active duty. This benefit is not available to either
Reserve officers of the Navy and Marine Corps or Regular officers of
all four military services, and it is doubtful that the Congress intended
this special benefit.

The significance of this matter is demonstrated by the substantially
higher retirement pay accruing to the Reserve officers who retired
from active duty in fiscal years 1964 and 1965 in a grade higher than
that in which they had served. These officers will, over the years
remaining in their life expectancy, receive about $100 million more in
retired pay than they would if retirement had been limited to their
highest active duty grade. Further, it appears that, unless the
present retirement legislation is changed, there will be many among the
136,000 Army and Air Force Reserve officers on active duty at June
30, 1965, and among those later entering on active duty, who will
retire with similarly increased benefits.

The described situation has developed as a result of the language of
the Army and Air Force Vitalization and Retirement Equalization
Act of 1948 (62 Stat. 1081) and the policy of the Army and Air Force
which permitted many Reserve officers on active duty to be promoted
to a permanent Reserve grade higher than the temporary grade held
by them on active duty.

The act does not specifically require active duty service in the
retired grade, whereas the legislative history, although inconclusive,
indicates that the Congress expected Army and Air Force Reserve
officers to have served satisfactorily in the grade on which active duty
retired pay is to be based. Also, the policy of promoting Reserve
officers on active duty to a higher rank on the Reserve officers’
register, a policy initiated by the Secretary of War in 1946, was not
intended as a basis for determining retirement pay. Instead, its
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purpose was to assure Reserve officers on active duty that their rank
and order of precedence on the Reserve promotion lists would not be
jeopardized by their continued service on active duty. The combi-
nation of these two circumstances, however, led to the practice of
retiring Reserve officers from active duty with retirement pay based
on a Reserve grade in which they have never served.

We brought our findings to the attention of the Secretary of Defense
and suggested that a separate and specific legislative proposal on this
matter be developed and submitted to the Congress. Inresponse, the
Deputy Assistant Secretary of Defense (Manpower) indicated that
the retirement grade and pay under active duty retirement laws should
be directly linked with acfive duty service and pointed out that a
provision to bring this about had been included in comprehensive
officer personnel legislation submitted to the Congress. Regarding
our suggestion that separate legislation be developed and proposed,
he stated that, in the event the comprehensive proposal was not
enacted, consideration could be given to a separate proposal.

As shown in our report, a provision to terminate the subject practice
had, on two prior occasions, been included as part of comprehensive
legislative proposals that were not acted on by the Congress.

[Index No. 58—B-114860, Aug. 15, 1966]

PossIBLE SAVINGS BY DISCONTINUING THE PuURcHASE oF PusLic
LiaBrLiTy INsuranceE COVERING ACQUIRED PROPERTY, FEDERAL
HousING ADMINISTRATION, DEPARTMENT OF HousING AND URBAN
DEVELOPMENT )

Our review of premium costs and claims relating to public liability
insurance purchased by property management brokers under contract
to the Federal Housing Administration indicated that elimination of
the requirement that brokers purchase this coverage could result in
significant savings to the agency. Premium costs for this type of
insurance covering bodily injury amounted to about $340,000 a year,
which was far in excess of the claims being paid under this coverage.
For example, the agency records showed that only about $9,200 in
claims for bodily injury were paid over the 8-year period from Janu-
ary 1957 through October 1965. The annual amount of realizable
savings cannot be realistically estimated in advance because the
amounts of future claims cannot be predicted nor can the amounts
of increases and decreases in administrative costs which would result
from the agency’s assumption of risk be readily determined at this
time. However, in view of the agency’s claim experience over a num-
ber of years, we believe that the overall long-term net savings which
would result from elimination of premium costs of about $340,000 a
year would be significant.

In view of the past experience of the Federal Housing Administra-
tion, we believe that it would be more economical for the agency to
adopt the Government’s long-standing policy of self-insurance by
assuming the risks covered by this type of msurance, as the agency has
previously done with respect to hazard insurance risks on its acquired
properties and general comprehensive liability risks in all contracts
except those of management brokers.
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Moreover, we believe that savings may be realized by adopting the
self-insurance policy for other coverages provided for in management
contracts, such as surety bonds and burglary insurance, if the agency’s
cost and claim experience is found to be similar to that related to
public liability insurance.

The large number of properties being acquired by the Federal
Housing Administration as a result of foreclosures under its mortgage
insurance programs increases the importance of keeping costs and
losses related to the management and disposition of such properties
to a minimum.

The Federal Housing Commissioner informed us that the agency
was favorably disposed toward the general premise of: self-insurance
and was studying our proposals, but that it needed more information
and more time to evaluate the administrative and legal factors in-
volved; to appraise more definitively the risks which would be
assumed; to compare the risks with premium costs and additional
administrative, investigative, and legal expenses which would be
assumed ; and to determine what effect the agency’s becoming a self-
insurer would have on brokers’ bids for management fees. In view of
this action and the agency’s previous actions, which indicate its
general acceptance of the principle of self-insurance, we are not
making any recommendations at this time.

[Index No. 59—B-146778, Aug. 18, 1966]

Neep ror INTERSERVICE AcTioN WHEN MANAGEMENT POLICIES
AND PracTicEs Dirrer For SimirAr Suppny ITeEns, DEPART-
MENT OF DEFENSE

The General Accounting Office reviewed the Department of the
Navy’s supply management of a rocket catapult used in an aircraft
ejection seat for emergency ejection of a pilot from an aircraft. This
review was directed primarily toward an evaluation of the Navy’s
practices in determining its need for these catapults and the decision
to procure new catapults instead of rework available stocks of overage
catapults. Our review also included inquiry into the exchange of
information with the Department of the Air Force on a similar
catapult which had been developed from the Navy’s item.

There is a need for the individual military services to exchange and
use information concerning the management and operating practices
and policies of other services for the same or similar items in order
that each might identify opportunities for improved management
and potential savings. With regard to the aircraft ejection-seat
rocket catapults, the application of such exchange would have
disclosed to the Navy that the Air Force policies and practices were
more economical. We estimate that, on the basis of requirements
through fiscal year 1969, the adoption by the Navy of the Air Force
policy and practices could reduce future Navy program costs betireen
$275,000 and $800,000. .

The Assistant Secretary of Defense (Installations and Logistics)
by letter dated March 16, 1966, advised us that our findings had been
reviewed by the Department of Defense and the Military Depart-
ments and that a preliminary evaluation indicated that the restoration
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of overage aircraft ejection-seat catapults might result in a savings
to the Government. We were advised that the Department of
Defense concurred in our proposals that the Navy’s decision not to
restore overage catapults be evaluated and all overage catapults be
held in stock until the evaluation was completed.

Many items of equipment used by one military department are
either identical or similar to items used by another department. Our
findings on the aircraft ejection-seat catapult program and our review
of other equipment programs demonstrate that increased inter-
service consideration by equipment managers of the different policies
and practices within each of the military departments could result
in the adoption of more effective and efficient management techniques.
We therefore recommended to the Secretary of Defense that a pro-
gram be established that will ensure the exchange and use of informa-
tion between the individual military services with respect to the
‘management and operating practices and policies of each for the same
or similar items to identify opportunities for improved management
and potential savings. We recommended further that this program
emphasize the need for exchange of information during the entire
life of the equipment programs to ensure that each using service is
aware of pending or approved changes that would be of benefit to all
users.

[Index No. 60—B-158959, Aug. 22, 1966]

MaNAGEMENT oF SELECTED TiME CoMPLIANCE TECHNICAL ORDERS
RrequiriNg MobirFicaTioNs T0 ENGINES FOR F-100 AircrarT,
DEPARTMENT OF THE AR FORCE

The General Accounting Office reviewed the management of selected
‘time compliance technical orders requiring modifications to engines
for F-100 aireraft.

Aircraft engines of a given design frequently have undesirable but
latent characteristics that are not detected until data on performance
under actual operating conditions has been accumulated and eval-
uated. After a problem area has been identified and the means of
solution determined, a time compliance technical order for modifica-~
tion of the engines is issued. These orders are directives used by the
Air Force to provide information and instructions to maintenance
activities for accomplishing modifications within a specified period of
time. Such modifications are undertaken to eliminate safety hazards,
to improve reliability, and to facilitate maintenance.

Qur review indicated that there was a need for significant improve-
‘ments in the management of time compliance technical orders to
ensure their timely accomplishment. The technical order program
for aircraft engines is a dynamic and complex program which requires
constant attention by all levels of management during all phases of
its operation. The Air Force has made certain improvements in the
program; however, in our opinion, greater improvements are necessary
to prevent loss of aireraft because technical orders were not accom-
plished in a timely manner.

Air Force records show that two F-100 fighter aircraft crashed and
were destroyed because certain engine components which endangered
the operation of the aircraft were not replaced. Prior to the loss of
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these two aircraft, the Air Force had determined that the failure of
these components had caused several F-100 aireraft to crash and had
initiated special projects to rteplace these components. However,
sufficient controls were not established to ensure that timely replace-
ment of the defective components actually had been made by the
various commands.

In May 1961 the Air Force established a special project to replace
defective support weldments in engines for F-100 aircraft. Replace-
ment of the components was not accomplished in a timely manner,
however, and in March 1964 failure of a support weldment caused the
crash of an F-100 aircraft.

The Air Force established another special project in November 1962:
to replace defective fuel manifolds in engines for F-100 aircraft.
Again replacement of the components was not accomplished in a
timely manner, and in September 1963 failure of a fuel manifold
caused the crash of another F-100 aircraft.

Absence of control over these projects continued to exist after the
crashes. As late as February 1965 Air Force records showed that
defective weldments and manifolds still were installed in a significant
number of engines for F-100 aircraft. At the conclusion of our re-
view in June 1966 the records showed that significant progress had
been made and that the modifications necessary to remove the de-
fective components had been completed on all but a small number
of engines for F-100 aircraft.

The Air Force advised us that it acknowledged the difficulties ex-
perienced in the technical order program and cited a history of actions
which had been initiated to improve technical order compliance.
The Air Force also emphasized that, while its program was not
perfect, discernible improvements in technical order compliance were
a matter of record.

The Air Force has made many changes and improvements in its
technical order management system in past years, but our review, as
well as internal Air Force examinations, has shown that the operation
of the system lacks sufficient controls to insure accomplishment of
Air Force objectives. We believe that there has been recent im-
provement in the accuracy of engine management records, but still
greater and continuing accuracy in such records and the reports based
upon them will be critical to the future effectiveness of the technical
order management system. :

Because of the complexity of the technical order program and the
various organizational elements involved, we recommended to the
Secretary of the Air Force that technical order compliance be subjected
to close and vigorous administration. We believe that the following
areas require the immediate attention of Department of the Air
Force officials.

1. Accuracy of records and reports relating to technical order
actions.

2. Clarity of lines of authority and responsibility for imple-
mentation of required technical orders.

3. Adequacy of coordination between logistics and maintenance
activities.

4. Adequacy of accountability for modification kits and control
over modification scheduling.
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[Index No. 61—B-158712, Aug. 23, 1966]

PorentiaL RepucTions iN CosT or AUTOMOTIVE TRAVEL BY FEDERAL
EmprovEEs WHERE Ust or GoveErNMENT-OWNED VEHICLES Is
FeasiBLE

Many employees of the Federal Government drive their privately
owned cars a substantial number of miles in the performance of their
duties. Frequently, the official mileage traveled by employees is at
or exceeds the level at which the cost of operating an interagency
motor pool car is less than the reimbursement mileage rates established
by the various Government agencies. Qur review of travel pro-
cedures at 14 major Government agencies showed that agencies had
not been furnished information on the cost of operating interagency
motor pool cars at various mileage levels and therefore were not in a
position to adequately consider the alternative of providing these
cars to high-mileage drivers.

Our more detailed reviews at selected field offices of the Internal
Revenue Service, the Federal Housing Administration, and the Federal
Crop Insurance Corporation showed that the annual cost of reim-
bursing high-mileage drivers for official travel exceeded the cost of
operating interagency motor pool cars by about $245,000. If the
mileage patterns observed were typical, the annual nationwide cests
to these agencies of reimbursing high-mileage drivers for official travel
exceeded the cost of operating interagency motor pool cars by about
$1.6 million.

An agency can obtain the benefits from the lower cost of operating
an interagency motor pool car by furnishing employees with inter-
agency motor pool cars or by establishing a reimbursement mileage
rate that gives consideration to the relative cost of operating an
interagency motor pool car if an employee prefers to use a privately
owned car for his personal convenience.

We recognize that there are factors other than the operating cost
of an interagency motor pool car that should be cousidered in determin-
ing whether the use of such cars is advantageous to the Government.
We believe, however, that adequate consideration of all pertinent
factors would result in substantial reductions in travel costs of many
agencies throughout the Government.

We brought our findings to the attention of the Bureau of the Budget
and proposed that it (1) revise the Standardized Government Travel
Regulations to require that consideration be given to the relative cost
of operating interagency motor pool cars, in determining whether the
use of a privately owned automobile is more advantageous to the
Government and in establishing the amount payable on a mileage
basis when employees and others rendering services to the Government
elect, for personal reasons, to use privately owned motor vehicles in
the conduct of official business, and (2) periodically obtain and dis-
tribute to other Government agencies information on the cost of
operating interagency motor pool cars at various mileage levels.

The Bureau of the Budget has agreed that additional guidelines,
including data on the cost of operating interagency motor pool cars,
should be provided to agencies for use in making determinations relat-
ing to the use of cars for travel of Federal empioyees. We believe
that such guidelines will, if properly followed, result in substantial
reductions of the Government’s travel costs.
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[Index No. 62—B-114874, Aug. 31, 1966]

REviEw oF PROGRAM FOR REPLACEMENT AND PROCUREMENT OF
Motor VEerICLES, PosT OrrFicE DEPARTMENT

On the basis of our review of the maintenance of selected motor
vehicles at seven vehicle maintenance facilities in three postal regions,
we believe that the Department could achieve substantial savings if
action were taken to obtain more timely replacement of older vehicles.
To accomplish these savings, it would be necessary for the Depart-
ment to initiate vehicle procurement more expeditiously and to fully
consider procurement lead time in establishing vehicle requirements.

Our analysis of the repair and maintenance costs of selected vehicles
of %-ton and 1-ton capacities showed that vehicles which were 6 or
more years old had been substantially more costly to maintain than
newer vehicles. We estimate that the cost for operating the overage
vehicles at the facilities we reviewed was $110,000 greater in calendar
year 1964 than the cost would have been for operating newer vehicles
the same number of miles. If the conditions found in the seven
facilities we reviewed are typical of the conditions at other locations,
substantial additional costs may be attributable to operating overage
vehicles throughout the postal service.

Our review showed also that overage vehicles were much less de-
pendable than newer vehicles to operate. For example, at two facili-
ties vehicles less than 6 vears old traveled an average 1,170 miles.
between unscheduled repairs, while overage vehicles traveled only an
average of 560 miles between such repairs.

The Department had continued to operate vehicles beyond their
scheduled replacement dates primarily because the ordering of new
vehicles had been delayed and because, when vebicle requirements.
had been established, full consideration was not given to administra-
tive and production lead time. We found that, although the Depart~
ment generally had anticipated receiving new vehicles in the same
fiscal year in which funds for these vehicles were made available, the
Department had not received the vehicles when anticipated. Our
analysis of procurement records for vehicles needed in fiscal year 1964
showed that from 3 to more than 9 months had elapsed after the
beginning of the fiscal year before the Department had issued pur-
chase orders for the vehicles to the General Services Administration
and that from 21 to 29 months elapsed from the beginning of the
fiscal year to acceptance of the last vehicle.

In February 1966 we brought these matters to the attention of the
Postmaster General and proposed that the Department strengthen
its procedures to provide greater assurance that vehicles are replaced
when it is most economical to do so and that vehicles required for new
service routes are obtained in a timely manner. We suggested
specifically that the Department prepare its vehicle specifications
and procurement requests in the period between the submission of its
budget and the beginning of the new fiscal year so that the General
Services Administration can request bids immediately after the
Department’s budget is approved by the Congress. We suggested
also that the administrative and production lead time be included as
a factor in determining new-vehicle requirements and that the current
experienced lead time be reviewed to determine whether the procure-
ment and delivery of new vehicles can be accelerated.
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The Postmaster General, in his letter to us dated April 1, 1966,
stated that the Department agreed that it should strengthen its
program for replacement and procurement of motor vehicles. He.
mformed us that, after our review, there had been an improvement.
through the earlier submission of requisitions to the General Services.
Administration. He stated also that the General Services Adminis-
tration was devoting considerable effort to expediting contract awards
and securing on-time contract performance. He further informed us.
that the Department would continue studies to reduce the time
required to complete delivery of vehicles and that requests for funds
would recognize reasonable production lead times.

[Index No. 68—B-159187, Sept. 7, 1966]

Porentian Savinegs TarouveH IMPROVED UTILIZATION OF SPACE
AvATLABLE ON ADMINISTRATIVE MILITARY AIRCRAFT, D EPART-
MENT OF THE AIr Force

The General Accounting Office made a review of the utilization of
administrative military aircraft maintained for mission-support
service at selected Air Force installations. Specific attention was
directed toward ascertaining the extent to which commercial air
service was procured for Air Force personnel when seats were available.
on these military aircraft.

Various Air Force transportation regulations provide that personnel
on official duties should travel, to the extent possible, on military air-
craft flights being made for mission-support purposes to the desired.
destinations. Several factors could lmit utilization of available
space on military flights. The factor over which the Air Force.
apparently has least control is the option of civilians to refuse military
transportation if it is not a condition of their employment. How-
ever, civilian employees are encouraged to use military aircraft when
space is available, in the interests of economy. During our review:
we found that transportation procedures followed did not provide
sufficient control to attain optimum utilization of available adminis-
trative military aircraft. On the basis of our analysis of pertinent
records at four installations during portions of fiscal years 1964 and
1965, we believe that substantial savings in expenditures for air
travel could have been realized through more stringent control of
travel authorizations. '

We submitted a draft report on the results of our review at one
major installation to the Secretary of Defense on March 26, 1965.
In a letter dated January 20, 1966, the Department of the Air Force,
commenting for the Secretary of Defense on our draft report, stated
that, although it did not necessarily agree with our estimate of costs
which might have been avoided, adjustments to the transportation
request issuing procedure had been implemented to ensure more
effective use of available Government airlift. On July 23, 1965,
Headquarters, Department of the Air Force, issued a letter to its
major commands, outlining the policies to be observed by all Air Force
activities in utilizing passenger space available as a by-product of
operation of the command support fleet.
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_ We believe that the Air Force has initiated the necessary actions to
increase utilization of its administrative aircraft and thereby reduce
air travel costs.

[Index No. 64—B-133324, Sept. 19, 1966]

PorenTiAL SaviNgs THROUGH IMPROVEMENT IN THE MANAGE-
MENT OF MATERIALS HaNDLING EqQUIPMENT AND COMMERCIAL-
Dzsion Trucks, U.S. MariNE Corps, DEPARTMENT oF THE NAVY

The General Accounting Office found a need for increased attention
to the established procedures and controls by management personnel
at Marine Corps Headquarters and at the installations reviewed,
to ensure that the quantities of equipment and trucks assigned for
use were commensurate with the needs. Qur review indicated that,
as 8 result of the nonadherence to procedures and controls, unneeded
vehicles valued at over $1.6 million had accumulated at the three
installations. If our findings are representative of the general
situation throughout the Marine Corps, the accumulation of unneeded
vehicles of these types could amount to as much as $5 million.

The Department of the Navy’s comments indicated that the Navy
concurred, with reservations, in our findings on unneeded vehicles
and advised us of the action that had been taken to revise the Marine
Corps instructions which existed at the time of our review. The
Marine Corps has improved and refined its procedures for identifying
excess vehicles and, in addition, has emphasized the necessity for
complying with existing instructions. We believe that the present
procedures and controls, if effectively implemented, should help
prevent recurrence of the type of deficiencies identified during our

Teview.

{Index No. 65—B-159407, Sept. 19, 1966]

REVIEW OF THE MAINTENANCE OF COMBAT VEHICLES,
DEPARTMENT OF THE ARMY

The General Accounting Office made a review of the policies and
practices of the Department of the Army with respect to the mainte-
nance of combat vehicles, especially tanks of the M48 series.

We found that the Army was classifying combat vehicles as needing
$o be rebuilt, on the basis of visual inspections. As a consequence,
virtually all major components of equipment classified as needing to
be rebuilt were dismantled completely, repaired, and reassembled.
We believed that substantial savings could be achieved if combat
vehicles Tequiring maintenance were tested with available diagnostic
equipment and other techniques as a means of determining the repair
work actually necessary.

Our examination into the repair of certain major components of
M48-series tanks showed that savings of more than $1,760 could be
achieved for each tank that did not actually require rebuilding.
Since the Army has plans for expending $147.6 million during fiscal
years 1966 through 1969 for the depot repair of 10,848 combat vehicles,
including 3,131 M48-series tanks, we believed that the savings that
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could be achieved by strict adherence to the Army’s stated policy of
inspecting and repairing only as necessary would be very substantial.

We brought these matters to the attention of the Department of
Defense and the Department of the Army on December 29, 1965.
The Deputy Assistant Secretary or the Army (Installations and Lo-
gistics), in commenting on our draft report, stated that the Army,
in general, agreed with our findings and that it had revised the ap-
plicable bulletin, T'echnical Bulletin ORD 245, on December 23, 1965.
He informed us that the revised Bulletin stated, in part, that “Un-
necessary disassembly of assemblies and sub-assemblies in or out of
vehicles will not be accomplished.” He advised also that the Bulletin
provided that “To the fullest extent possible, test equipment will be
used to determine assembly and sub-assembly reliabi.qlity, quality and
performance.” Our review of the Bulletin showed that it specified
that engines in combat vehicles having 1,500 miles or more be over-
bhauled (rebuilt) and that engines, transmissions, transfer cases, and
axles in tactical vehicles having 5,000 miles or more be overhauled.
This language indicated to us that test equipment would not be
used on vehicles meeting the above mileage criteria.

Consequently, during April and July 1966, we performed a limited
followup review at three of the Army’s five maintenance depots;
namely, Tooele, Red River, and Letterkenny. At Tooele, we
found that the Bulletin had been fully implemented, with the exception
of the mileage criteria not being applied literally. Instead, the depot
was using diagnostic test equipment whenever possible, the mileage
criteria being considered only as a guide. At Red River and Letter-
kenny, we found that the Bulletin had not been fully implemented;
therefore we were unable to determine how these depots would have
applied the mileage criteria. We learned, however, that the Army
Tank-Automotive Center, Warren, Michigan, had requested all
depots to submit specific comments and/or recommendations on the
Bulletin by June 6, 1966. The Center stated that the comments
and recommendations being requested were ‘for the purpose of
final updating of TB ORD 245.” We were advised by an Army
official that revisions to Technical Bulletin ORD 245 were con-
tinually under consideration.

We believe that the actions which the Army has already taken in
revising Technical Bulletin ORD 245 will result in substantial sav-
ings, regardless of how the mileage criteria are applied by depots
other than Tooele.

[Index No. 66—B-114878, Sept. 20, 1966]

ReviEw oF PROCUREMENT AND UTILIZATION oF SECcURITY COVERS
ror NucLEarR WEearoNs, Aromic Enerey CoMMISSION AND
DEPARTMENT OF DEFENSE

Our review indicates that savings could be achieved through reduced
procurement of specially designed security covers. In 1960 the
external dimensions of many types of nuclear weapons were declassi-
fied by a change in the Atomic Energy Commission-Department of
Defense Classification Guide, thus, eliminating the need for security
covers under certain conditions. However, in evaluating the con-

77-601—67——17
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tinued need for security covers in 1960 and 1961 in recognition of the
change in the Classification Guide, the Commission and the Depart-
ment, in our opinion, did not adequately consider the reduced require-
ments of the military services in their determination of future procure-
ments of covers. Consequently the Commission continued to provide
security covers in the same manner as before the external dimensions
of the weapons were declassified.

Between January 1961 and March 1965, the Commission expended
about $650,000 in the continued procurement of security covers for
the four types of weapons included in our review. During visits to
two Strategic Air Command bases where two of the four weapons
systems were represented, we were advised that the security covers
were not needed for any on-base activity and that they represented
a storage problem. '

In July 1964 we discussed this matter with officials of the Com-
mission. Shortly thereafter, the Commission and the Defense Atomic
Support. Agency reviewed their security cover procurement policies,
with particular emphasis on the needs and requirements of the using
military services, and they concluded that the ratio of security covers
to weapons delivered to certain military services could be reduced.
As a result, the remaining production of security covers for two of the
weapons included in our review was canceled, with an estimated saving
of about $16,000, and procedures were established to evaluate the
requirements of the military services in determining future procure-
ment of covers. Since production of security covers was complete, or
essentially complete, for the two remaining weapons included in our
review, reductions in procurement of security covers for these weapons
were no longer possible. '

In April 1966 we were advised that action had been initiated to
authorize the Department to dispose of certain security covers which
had been determined to be no longer of use in the weapons program.
Security covers for the four weapons which we reviewed were included
on the proposed surplus list.

In our opinion, had the Commission and the Defense Atomic Sup-
port Agency adequately considered the need for security covers by the
military services in their initial evaluation of-procurement require-
ments, a substantial portion of the approximately $650,000 spent for
security covers between January 1961 and March 1965 for the four
systems included in our review could have been avoided.

We believe that the revised procedures established by the Commis-
sion and the Department for determining the requirements of all
users prior to providing covers, if effectively implemented, should
eliminate future procurements of unneeded security covers and result
in worthwhile economies.

[Index No. 67—B-114878, Sept. 20, 1966]

PoTENTIAL SaviNgs T0 THE (GoOVERNMENT THROUGH INCREASED
PUrCHASING FrROM (GENERAL SERVICES ADMINISTRATION SUPPLY
SourceEs BY CoxTrACTORS WHICE OPERATE FACILITIES OF THE
ATrontic Exerey CoMMISSION

All the contractors whose activities we reviewed utilized the General
Services Administration in varying degrees as a source of procurement
of common-use items. However, even in those cases where the
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contractors were making substantial use of the General Services
Administration as a source of supply, we identified additional common-
use items which could have been purchased through the General
Services Administration. ;

Our review showed that savings to the Government amounting to
about $309,000 might have been achieved during the period extending
from fiscal year 1963 through the latter part of fiscal year 1965 if these
items had been procured through General Services Administration
rather than directly from commercial suppliers. :

We believe that within the Commission’s policies and procedures
there exists an appropriate framework which should promote the
maximum use of General Services Administration as a procurement
source and that, through its periodic evaluations, the Commission
should have been in a position to examine into the contractors’ effec-
tiveness in relation to this matter. We found, however, that the em-
phasis placed on this aspect had varied considerably among operations
offices, with the result that additional costs were being incurred, in
some cases quite substantial, which could well have been minimized.

Accordingly, we proposed that the Commission’s General Manager
reemphasize to the operations office officials the importance of making
thorough reviews of operating contractors’ practices and procedures
relating to the use of General Services Administration as a procure-
ment source. Also, we proposed that the General Manager instruct
the operations offices to require the contractors to include in: their
records written documentation in support of decisions to purchase
from sources other than those of the General Services Administration,
common-use items for which there is a continuing need. The Com-
mission has advised us that it will implement our proposals.

Corrective actions also were taken by the contractors after we
brought our findings to their attention. One contractor revised its
policy to place emphasis on increased procurement from Genersl
Services Administration supply sources. Other contractors, in imple-
mentation of existing policies, made changes in practices, to procure
certain items from General Services Administration sources in the
future or obtain certain items from the General Services Administra-
tion to use and evaluate on a trial basis to determine whether the
items would be satisfactory for their needs. '

We believe that the actions taken or to be taken by the Commission
and the contractors should promote a more effective use of General
Services Administration sources of supply by the operating contractors.
However, we plan, as part of our continuing review of Commission
operations, to evaluate the effectiveness of these actions in subsequent
reviews. :

[Index No. 68—B-146876, Sept. 20, 1966)

REVIEW oF THE Ponicy or LEasiNg Moror VEHICLES FOR USE BY
GoveErNMENT CONTRACTORS, DEPARTMENT OF DEFENSE

The General Accounting Office made a review of the policy of
leasing motor vehicles for use by Government contractors. This
report presents our findings together with information on the action
(1) which the Department of the Air Force has already taken and
plans to take by February 1967 to discontinue leasing vehicles for use
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of contractors at Vandenberg Air Force Base and (2) which the De-
partment of Defense plans to take to modify regulations and policies
in the Departments of the Army, Navy, and Air Force with respect
to the interpretation of 5. U.S.C. 78.

Because of problems that arose from having many contractors
making independent arrangements for their own intrabase transporta-
tion, beginmng in August 1962 the Air Force Systems Command—
through its Ballistic Systems Division and Space Systems Division—
awarded contracts to firms for leasing vehicles for the use of contractors
in performing Government contracts at Vandenberg Air Force Base.
We estimate that savings of about $800,000 could have been realized
over the 3-year period of the current contracts if the Government had
purchased the vehicles and furnished them to the contractors for
their use on the base.

It has been the opinion of the Department of Defense that it is the
intent of the Congress to control the purchase of passenger vehicles by
the Department of Defense, regardless of whether the vehicles are to
be used by Government or contractor personnel, and that 5 U.S.C. 78
precludes acquisition by the Department of Defense of vehicles other
than those specifically authorized by the Congress in the annual De-
partment of Defense Appropriation Acts. In our view, the restric-
tions on procurement of vehicles included in 5 U.S.C. 78 pertain only
to vehicles to be procured for use by Government agencies and depart-~
ments. We believe, for example, as stated in our report dated October
2, 1964 (B-146876), that funds appropriated for procurement of mis-
siles can be used to purchase vehicles needed by contractors in the per-
formance of contracts financed with such funds and that it is not
necessary for the Air Force to obtain congressional approval to pur-
chase vehicles for use of contractors to perform work under Govern-
ment contracts.

In commenting on our report, the Deputy Assistant Secretary of
Defense (Logistics Services) advised us that the Air Force in March
1965 initiated a program to replace with Government-owned vehicles,
to the maximum feasible extent, the vehicles then leased for contractor
use at Vandenberg Air Force Base. The Deputy Assistant Secretary
stated that 101 of the 425 vehicles discussed in our report were pro-
grammed for replacement in 1966 and that the Air Force was attempt-
ing to program procurement of the remaining 324 vehicles so that they
would be on hand when the leasing contract for vehicles for Vandenberg
expired in February 1967.

With respect to 5 U.S.C. 78, the Deputy Assistant Secretary indi-
cated that, although he still felt that this legislation was intended to
impose rigid congressional control over the acquisition of passenger
vehicles for use of both agency and contractor personnel, he recognized
that potential savings might be realized in certain circumstances by
procuring rather than leasing such vehicles and he was accepting our
interpretation that the statute applied only to vehicles acquired for use
by agency personnel. He stated that & memorandum to the Assistant
Secretaries of the Army, Navy, and Air Force for Installations and
Logistics was being issued, requesting that applicable regulations and
policies be modified as soon as possible to include the revised policy.
We believe that this revised pelicy should make it possible to realize
savings in transportation costs at other military instailations where
substantial numbers of passenger vehicles and trucks may be leased for
extended periods for use by Government contractors.
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[Index”No. 69—B-156818, Sept. 20, 1966]

Loneg-TErM LEeasiNg oF BumLpiNgs AND LAND BY GOVERNMENT
CONTRACTORS

The General Accounting Office review of the long-term leasing of
buildings and land by one contractor, the Liockheed Missile & Space
Company disclosed that this method of acquiring facilities is more
costly to the Government than would be the case if the contractor had
constructed and retained ownership of the property for use on Govern-
ment work. We believe that current provisions of the Armed Services
Procurement Regulation provide an incentive for contractors to rent
and should be reconsidered by the Department of Defense.

Lockheed entered into noncancelable leases on property which cost
about $27 million, for a 25-year period, which committed it to pay
total rentals of about $46 million. Although the cost of the land and
interest expense on the contractor’s investment in buildings and land
would not have been reimbursable under the Government cost-
reimbursement contracts in effect, the contractor, through the long-
term leasing arrangements, is being reimbursed for all costs of the
property. If the use of the facilities continues almost exclusively
for negotiated Government work over the initial 25-year period of the
leases, the Government will pay, through reimbursement of rental
payments, about $19 million more than the cost of the buildings,
which would be the amount chargeable to Government contracts
as depreciation if the contractor owned the property.

Under these conditions, however, the contractor will save during
this same period a substantial amount, which we estimate at about $10
mi lion, in interest expense which it would have incurred to finance
ownership of the facilities. Also, the higher leasing costs are included
in the cost base in establishing fees or profits on Government contracts.
Furthermore, under the current Armed Services Procurement Regula-
tion guidelines for establishing the source of resources portion of the
contract profit allowances, a contractor is allowed the same profit or
fee consideration for furnishing the facilities whether they are owned,
and the contractor absorbs the financing costs, or whether they are
rented, and the contractor passes the rental costs, which would include
the owner’s financing costs, on to the Government.

In commenting on a draft of this report, both Lockheed and the
Department of Defense emphasized the risk that Lockheed took by
entering into the 25-year noncancellable leases without the assurance
that its work under Government contracts would continue during the
entire period.

However, the Department agreed with our position that the risk is
substantially the same whether the contractor purchases the facil-
ities or acquires them through long-term leasing arrangements. The
Department stated that it was aware of the magnitude of the leasing
costs and that it was not precluded by the Armed Services Procurement
Regulation from considering the reasonableness of the costs of leasing
in any current or future negotiations. Further, the Department
stated that the Armed Services Procurement Regulation Committee
would be requested to review the rental cost principle, particularly:
under noncancellable, long-term leases. The Department also ad-
vised that consideration of revisions to the weighted guidelines, which
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are used in the establishment of profits and fees, would be possible
after sufficient data had been obtained under a Department of Defense
Profit Review Study. '

We recommended to the Department of Defense that, in its review
of the rental cost principle, it consider the alternatives discussed
in this report; that is, either to consider the costs of rented buildings
and land used by defense contractors to be allowable to the extent
that they do not exceed the costs of ownership or to provide a clear
distinction between owned and rented facilities in establishing profits
or fees. Werecommended also that, in conjunction with consideration
of these alternatives, the Department review the matter of a require-
ment for disclosure of contemplated actions involving special or
unusual costs to be incurred by defense contractors.

[Index No. 70—B-132989, Sept. 30, 1966]

Fornow-Ur REVIEW OF THE MANAGEMENT OF ATRCRAFT ENGINES
Usep in Grouxp TraiNiNG ProGraiis, DEPARTMENT OF THE
- A1r Force :

 The General Accounting Office made a follow-up review of man-
agement of aircraft engines used in ground training programs. The
review was made for the purpose of evaluating the effectiveness of
actions taken by the Air Force to correct the deficiencies cited in
our November 1962 report to the Congress titled ‘“Management of
Jet Aircraft Engines by the Air Training Command in its ground
training programs for the Department of the Air Force” (B-132989).

Our follow-up review showed that the Air Training Command had
made significant improvements in its procedures for establishing re-
quirements for engines and for controlling the use and disposition of
engines acquired for training purposes. We found, however, that
certain of the improved procedures had not been adequately imple-
mented at the Command’s technical training centers. As a result,
the maximum benefits attainable from the improved procedures were
not being realized. - :

In our earlier report we noted that, in its training courses, the Air
Training Command was using engines that were needed by other
commands for operational use, although older series engines, suitable
for training purposes, were available from long supply in the Air
Force inventory. In commenting on our report, the Air Force in-
formed us that it had established procedures for the exchange of
supply-status information between the Air Training Command and
the Air Force Logistics Command which, in conjunction with other
changes in Air Force management programs, were expected to result
in a significant improvement in engine management. As a result of
the various improvements, such as the consolidation of training courses
so that engines and related equipment could be used in more than
one course, the Air Training Cemmand during fiscal years 1963 and
1964 took action to release or eliminate requirements for engines and
equipment valued at about $12,400,000 that, in many cases, were
needed for operational use by other commands.

We found, however, that the technical training centers were not
making proper use of the engine supply-status information furnished
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by the Air Force Logistics Command. Consequently, available
substitute engines were still not being utilized to the maximum extent
possible in order tc release engines needed by other commands,
When we brought this to the attention of Air Training Command
officials, 37 engines valued at about $3,100,000 were released by the
Air Training Command for use by other commands.

In commenting on our report in a letter dated July 6, 1966, the
Air Force stated that some shortcomings had existed in the program
and that our follow-up review had generated a revitalization of its
procedures so that effective management could be achieved. In
addition, the Air Force stated that the Air Force Inspector General
would include in his inspections the matter of control and utilization
of aircraft engines by the technical training centers to ensure that
effective management procedures would be followed.

[Index No. 71—B-146876, Sept. 30, 1966]

ProcurREMENT OF THRUST VEcTOoR CoNTROL NOZZLES FOR THE
MinuTEMAN MissiLe PRoGrRAM, DEPARTMENT OF THE AIR FoRCE

The General Accounting Office reviewed the procurement of thrust
vector control nozzles used in the production of first-stage motors of
the MINUTEMAN intercontinental ballistic missile by the Depart-
ment of the Air Force.

In our review of selected components procured by prime contractors
for the weapon system, we found that, in establishing & firm price for
thrust vector control nozzles purchased by Thiokol Chemical Corpora-
tion for use in producing first-stage MINUTEMAN missile motors
under negotiated purchased order P62-08432, Arde-Portland, Inc.,
(1) had not advised the contractor that it had received lower price
quotations from, and had placed orders at lower prices with,
suppliers of certain components and (2) had used direct labor cost
data which, in our opinion, were unrealistic. In our opinion the
costs incurred for the purchased components were about $592,800 less
than the amount that had been estimated in negotiating the purchase
order price due to reductions in price that had been obtained by
Arde-Portland prior to definitizing the purchase order but which 1t
had not made known to Thiokol. Also, the lack of realistic cost
data for production labor had resulted in the costs’ having been over-
estimated by an indeterminable amount.

Thiokol, by requests included in several teletypes sent to Arde-
Portland during September and October 1962, attempted to determine
the new prices that Arde-Portland had obtained from its suppliers for
the components it proposed to purchase. Arde-Portland’s response to
the effect that it had incurred increases of substance in these costs was
apparently interpreted by Thiokol to mean that Arde-Portland’s costs
for obtaining the components had increased relative to the estimated
costs considered in the initial price negotiations held in August 1962.
In actuality, however, Arde-Portland’s reply was not responsive, for,
as a result of its negotiations with its suppliers during the period
September 7 to October 15, 1962, Arde-Portland had negotiated sub-
contracts with its suppliers for virtually all of its requirements and
had been quoted prices for the small remaining balance of its require-



256 BACKGROUND: ECONOMY IN GOVERNMENT—1967

ments, which, in almost every case, were substantially lower than the
estimated prices that had been considered in the initial price nego-
tiations. We estimate that, as a result, Arde-Portland’s costs for
subcontracted items were about $592,300 less than the estimated costs
it had included in its initial price proposal.

In our view, the overestimating occurred because Thiokol and the
Air Force did not obtain or review the latest available evidence of the
estimated costs that Arde-Portland expected to incur in performing its
c}c;ntract with Thiokol. The Air Force advised us on August 17, 1965,
that:

Since August 1964, in addition to an Air Force committee review, an audit is
required on all fixed-price subcontract proposals received by Thiokol in excess of
$250,000 when the price is to be based on an analysis of a cost estimate.

The Air Force also stated that, to avoid a recurrence of the situation
dealt with in our report, Thiokol had incorporated these instructions
in its internal procedures, reorganized its purchasing department and
made extensive personnel changes and that a subsequent survey made
by an Air Force Western Contract Management Region Purchasing
Methods Analysis Team had showed that all deficiencies previously
found in Thiokol’s pricing and negotiating areas had been corrected.

As the result of a meeting held on December 7, 1965, pertaining to
the findings included in our draft report, Arde-Portland, Thiokol, and
Air Force representatives negotiated supplemental agreement 36 to
contract AF 04(694)-133. This agreement reduced the amount of
the contract by $266,375, in final settlement of the overestimated
material and labor costs of more than $592,000 disclosed by our review.
‘We recommended to the Secretary of Defense that he bring the facts
of this procurement to the attention of contracting officials, to empha-
size that attempting to obtain recovery after contract performance is
not a satisfactory substitute for obtaining, during contract negotia-
tions, reasonable evidence of the estimated costs that subcontractors
expect to incur.

[Index No. 72—B-118634, Oct. 19, 1966]

Review or Poricies AND Procepures ForLoweDp 1IN DETERMIN-
ING THE SI1ZE OF THE NEW SEcoND Lock AT SAuLT STE. MARIE,
Micu., Corps oF Excixegers (Civi Fuxcrions) DEPARTMENT
OF THE ARMY

On the basis of our review, we estimated that the cost of designing
and constructing the New Second Lock was increased by about
$651,000 because the Corps of Engineers decided to increase the au-
thorized size of the New Second Lock without first adequately estab-
lishing the maximum-size ships that could be expected to use the new
lock during its economic life. Shortly after construction started and
after the design work was substantially completed, shipping interests
expressed concern over the adequacy of a proposed 1,000- by 100-foot
lock. As a result, the Corps stopped construction and design work,
restudied the proposed lock size, and decided to increase the size of
the lock to 1,200 by 110 feet. In our opinion, the data upon which
the decision was made to increase the lock size to 1,200 by 110 feet
was basically the same as the data available at the time the Corps
decided to build the 1,000-foot lock.
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The Department of the Army, in commenting on the matters
presented 1n this report, generally disagreed with our findings and
conclusions. The Department stated that three principal changes in
conditions occurred between 1959, when the decision was made to
increase the length of the lock to 1,000 feet, and 1962, when the
decision was made to increase the length of the lock to 1,200 feet.
The changes referred to by the Department relate primarily to tech-
nological changes in ship construction and in processing of low-grade
ores and to improvements in the Great Liakes connecting channels.
Although these principal changes would probably affect the date at
which larger Great Liakes ships would be placed in service, we believe
that sufficient information was available in 1959 to place the Corps
on notice that these changes would occur during the economic life of
the lock and we believe that the Corps should have considered the
iﬁe?&t of these changes in determining the size of the New Second

ock.

These and several additional comments by the Department have
been considered in our report and are included as appendix II.

Existing regulations and procedures provide general guidelines to
be used in the planning and designing of locks, and we are not recom-
mending that these be revised or that more detailed guidelines be
established because we recognize that numerous factors are involved
in determining the size of a lock and that these factors vary depend-
ing on the type of vessels and traffic which will use the lock. Because
the decision as to the size of each lock to be constructed—as in the
case of the New Second Lock—involves the exercise of judgment, we
believe that it is particularly important that the information compiled
during the lock-size studies and the recommendations made by the
district engineers based on these studies be critically reviewed and
evaluated by responsible officials in the division and in the Office of
the Chief of Engineers.

Accordingly, we are recommending that, in order to minimize the
possible occurrence of similar situations, the Chief of Engineers bring
this report to the attention of all district engineers to stress the im-
portance of conducting thorough studies before building new locks.
We are recommending also that the Chief of Engineers bring this
report to the attention of the division engineers and officials in the
Office of the Chief of Engineers to demonstrate the need for more
critical evaluations of representations and proposed actions of the
district engineers to ensure that the representations and actions are
in line with current and forecast lock-size requirements.

[Index No. 73—B-133394, Oct. 31, 1966]

REVIEW OoF SELECTED ASPECTS OF SCHEDULING FOR DESIGN, INTE-
GRATION, AND TEST oF NIMBUS SPACECRAFT, NATIONAL AERO-
NAUTICS AND SPACE ADMINISTRATION

The primary objective of the Nimbus project at its outset was to
develop a meteorological satellite system which would be capable of
meeting operational, as well as research and development, needs of
the nation’s atmospheric and weather services. We undertook a
review of selected aspects of the management of the Nimbus project,
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after noting that project cost estimates had been substantially ex-
ceeded and that launch schedules had not been met, to consider the
need for strengthening the Space Administration’s management
practices relating to research and development projects.

We noted that, in the early stages of the Nimbus project, the Space
Administration’s Goddard Space Flight Center required the Nimbus
spacecraft integration contractor to work on prototype spacecraflt
design and test planning when only tentative design information was
available about the spacecraft subsystems. These subsystems—
integral parts of the spacecraft—ivere being designed and fabricated
by other Space Administration contractors for integration into the
spacecraft. The Goddard Center subsequently authorized the inte-
gration contractor to give recognition to delays in completion of the
spacecraft subsystems. The integration contractor, however, had
to perform substantial reanalysis, redesign, and rework relating to
integration and spacecraft testing at an estimated cost of about $1.1
million because much of the tentative subsystem design information
it had used in meeting the requirements or the integration schedule
proved to be inaccurate.

On the basis of our review, we believe that this situation occurred
because the Goddard Center did not give timely recognition to the
effects of expected delays in delivery of subsystem hardware on the
integration effort at the time these delays became known. Also, we
believe that the Goddard Center did not assure itself at that time
that any benefits which might have been expected from adhering to
outmoded schedules would have offset the added costs which could
have resulted from using tentative design data. In our opinion,
gostponement of the start of spacecraft design and test planning would

ave evidenced a recognition of the situation as it existed at that time;
that is, undertaking spacecraft design and test planning based on
tentative design data involved the unnecessary risk of increasing
project costs.

Because accounting records normally maintained for the perform-
ance of cost-type research and development contracts do not contain
this type of information, a reasonable approximation cannot be made
of costs that might have been avoided by a more timely adjustment
of the integration schedule. We believe, however, that the magnitude
of the expenditurse of about $1.1 million subsequently made for
reanalysis, redesign, and rework indicate that substantial costs might
have been avoided.

The Space Administration, whose comments are included in the
report, did not agree with our finding regarding the need for more
timely adjustment of schedules under the circumstances that existed.
In this regard, we noted that the Space Administration recently issued
a new agencywide policy directive for the planning, approval, and
conduct of future major research and development projects. This
policy, known as Phased Project Planning, was evolved because of the
undesirable results that occurred in the form of increased costs over
those predicted, and delays or slippages in established schedules,
when major research and development projects were allowed to proceed
almost directly from feasibility studies to full-scale hardware devel-
opment.

pThe new policy directive provides that future research and devel-
opment projects similar to Nimbus will normally be conducted in four
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sequential phases—Advanced Studies, Project Definition, Design, and
Development/Operation—with each phase a specifically approved
activity to be undertaken only after review and analysis of the
preceding effort by agency top management, Under this system final
hardware design, development, and fabrication will not be undertaken
until necessary design work relating to critical systems and sub-
systems has been performed to provide reasonable assurance that
milestore schedules for the final or development phase can be met.
In contrast, milestone schedules for the delivery of advanced state-of-
the-art hardware for integration and testing in the Nimbus project
were established at the outset and, in our opinion, were adhered to
unnecessarily after the Space Administration learned that these
schedules were virtually unattainable because of typical develop-
mental problems.

In this regard the Space Administration’s policy directive, issued
in October 1965, to improve the management of research and develop-
ment projects would, if adequately implemented, eliminate the ]ikeg-
hood of a recurrence of this situation. ~The directive contemplates an
orderly approach to the management of research projects. However,
the tenor of the Space Administration’s comments to us, 1 month
after issuance of the directive, indicates that, under circumstances
similar to those cited in this report, Space Administration management
would again make the same decision. Therefore, we plar to examine
into the implementation of the new policy as part of our continuing
review of the management of Space Administration research and
development projects.

[Index No. 74—B-156760, Oct. 31, 1966]

ManaceEMENT CoNnTROL 'oF NikE-HercuLEs MissiLE LAUNCHING
- AnD Hanpring Rarns

The Army’s management control over the computation of require-
ments, the procurement, and the accountability of major items of
NIKE-HERCULES missile ground support equipment was inade-
quate in that the Missile Command was unable to account for sub-
stantial quantities of costly missile system equipment. The inability
to account for this equipment was a result of an inadequate record-
keeping system which did not provide sufficient data on which to
base requirement computations. Requirements were computed on
the basis of new deployments, authorization of increased number of
missiles assigned, and individual users’ requests, less the quantity of
rails shown to be on hand in depots and on order. The total quantity
already available at users’ locations and the condition thereof were
not considered in the requirement computation.

At the time of our review, the Missile Command had obtained
authorization of funds and was in process of procuring 149 NIKE-
HERCULES missile launching and handling rails, at a cost of about
$1.3 million, which were in excess of actual requirements. After we
suggested that it reevaluate overall requirements, an Army-wide re-
view was initiated, which resulted in a decision to cancel the planned
procurement of 149 rails.
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The problems associated with the management control of NIKE
rails are not unique. We have previously found and reported on a
number of instances where procurement actions were initiated because
stock already in the Army supply system was not adequately accounted
for by using organizations and because the Army did not have ade-
quate procedures for verifying asset data received from using organiza-
tions with procurement and issue information. We have found also
that these conditions were due primarily to the lack of adequate
accounting control over inventories, particularly at the time of delivery
and extending in greater or lesser degree to all echelons of the supply
system.

The Deputy Assistant Secretary of the Army (Installations and
Logistics) has-advised us that the Army concurred generally with
our findings and agreed that the records transferred to the Missile
Command by the Major Item Supply Management Agency were not
adequate to provide inventory control on the rails previously issued
to users. The Army noted, however, that certain actions had been
taken which it believed would provide supply commodity managers
with current, accurate, and reliable worldwide asset information.

The Army is engaged in an overall program for developing a central
control of assets and requirements for major items and certain signifi-
cant spare parts. - We believe, however, that the improvements that
might result from the Army’s actions will depend to a great extent
on the performance of the individuals responsible for establishing and
reviewing requirements and authorizations.

[Index No. 75—B-159072, Oct. 31, 1966]

PorenTIAL SAvINGS THROUGH GREATER USE OF AvATLABLE GOVERN-
MENT GAsOLINE OUTLETS, GENERAL SERVICES ADMINISTRATION

We found that greater use of Government gasoline outlets is feas-
ible and that substantial savings can be achieved if responsible
General Services Administration officials will take action to more
effectively control credit-card purchases of gasoline from commercial
service stations. In our report dated July 15, 1966 (B-159072), we
reported a similar finding on our review of credit card purchases of
automotive gasoline for vehicles of the Departments of the Army,
Navy and Air Force.

The General Services Administration annually purchases an esti-
25 million gallons of gasoline from commercial service stations. The
cost of gasoline purchased with credit cards is from about 7 cents to
19 cents a gallon higher than the cost of gasoline obtained from
Government outlets. Our reviews at selected interagency motor
pools showed that about 27 percent of the gallons of gasoline pur-
chased at commercial service stations could have been purchased at
Government gasoline outlets at substantial reductions in cost. If
the feasibility of using Government gasoline outlets that we observed
is typical for all motor pools, we estimate that the Government
could save about $600,000 annually by using available Government
gasoline outlets to the maximum extent practicable.

We apprised the Administrator, General Services Administration,
of our findings and suggested that certain actions be taken to obtain
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maximum use of Government gasoline outlets for vehicles of the
General Services Administration. The Assistant Administrator for
Finance and Administration informed us in his letter dated June 28,
1966, that several problems were being encountered but that the
General Services Administration was in general agreement with the
objective of our suggestions. He advised us of a number of actions
that would be taken.

As part of our continuing review of the motor vehicle operations
of Federal agencies, we plan to look into the effectiveness of the actions
taken by the General Services Administration to obtain greater use of
Government gasoline outlets.

[Index No., 76—B-159271, Oct. 31, 1966)

Review or ProcurEMENT oF DrracHaBLE HELICOPTER GROUND
Hanpruine WHEEL ASSEMBLIES, DEPARTMENT OF THE ARMY

We found that, as of November 1964, the Army had procured more
ground handling wheel assemblies than were needed to support its
total planned inventory of UH-1 helicopters. The overprocurement
was caused by the fact that Army procedures did not require using
units to report accessories or com}g;onents of major items of equipment
which were unnecessary, oversophisticated, or furnished in quantities
greater than needed and did not specify that this factor be considered
In requirement computations. After we discussed this condition with
Army officials, action was initiated to establish more realistic require-
ments for these assemblies. As a result, procurement orders for 117
wheel assemblies or 58.5 sets costing approximately $43,700 were
canceled and the need for possible future procurement of an additional
2,400 sets costing about $2.1 million was eliminated.

The Assistant Secretary of Defense subsequently advised us that
the Department of Defense concurred in our finding and stated that
the Army’s revised criteria for wheel assemblies should preclude
further overstatement of needs. The Assistant Secretary of Defense
further advised that, on the basis of planned procurement of UH-
1B/D helicopters through fiscal year 1967, the Army would be able to
utilize all the UH-1B/D wheel assemblies in the system and probably
would have to procure additional ones. The only wheel assemblies
which would then be excess to- the Army’s needs would be 172 sets
for the UH-1A helicopter, valued at $176,000, which could not be
used for the UH-1B/D helicopter. The increased requirement for
UH-1B/D wheels was due to the fact that the Army had greatly
increased its planned procurement of UH-1B/D helicopters since the
date of our review. We believe that, in view of this increase, savings
on future procurement of ground handling wheel assemblies resulting
fr%lm the Army’s revised criteria should be even greater than $2.1
million.

The Assistant Secretary of Defense also advised us that the Office
of the Secretary of Defense and the Department of the Army concurred
in our proposal that procedures be established to provide for using
units to report to higher authority all items received with or furnished
on major items of equipment that are unnecessary, oversophisticated,
or in excess of actual needs. He said that the Army would make a
study to determine the form and scope of these procedures.
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[Index No. 77—A-90545, Nov. 28, 1966]

PROCUREMENT OF PrINTING OF TEcHNICAL MaxvaLs Froa Equip-
~ MENT CONTRACTORS, DEPARTMENT OF DEFENSE

We made a review of the opportunity for savings by the Department
of Defcnse in the procurement of the printing of technical manuals
from equipment contractors. We conducted this review in coopera-
tion with the Joint Committee on Printing, Congress of the United
States, which, as part of its overall study of the Federal printing
program, had requested us to review the practices followed by the
military departments in the procurement of printing. On the basis
of our review, we believe that, in most cases, the military departments
can achieve significant savings by procuring the printing of technical
manuals from commercial printers_under formally advertised con-
tracts awarded by the Governiment Printing Office 1n lieu of procuring
such printing from the manufacturers of equipment.

The.Joint Committee on Printing, as part of its authority under
title 44 of the United States Code, promulgates and publishes the
Government printing and binding regulations. The regulations state
that, when printing is authorized as part of an equipment contract,
the cost thereof must be identified in the contract and a record of the
cost thereof must be maintained for review.
ii.OQur examination covering the fiscal year ended June 30, 1964, dis-
closed that (1) information on the total expenditures for printing
technical manuals procured from equipment contractors was not
maintained by the military departments and (2) costs for printing
_ technical manuals generally were not identified in the individual
équipment contracts. Therefore, we made a review of Government
expenditures for the printing of technical manuals at selected con-
tractor locations. Our detailed examination of the contractors’
records disclosed that the cost to the Government for printing techni-
¢al manuals furnished to the military departments under equipment
contracts held by these contractors amounted to approximately
$2.2 million in fiscal year 1964. Also, we obtained from the Govern-
ment Printing Office estimates of the prices that could have been
obtained for printing certain manuals furnished by these contractors
if the printing had been procured from commercial printing sources
under contracts awarded by the Office. On the basis of data obtained
from the contractors and the Government Printing Office, we estimate
that the military departments could have saved about $770,000, or
35 percent of the $2.2 million.

- 'On the basis of our limited test, we estimated that, during fiscal
year 1964, the military departments spent between $25 million and
$30 million for printing manuals procured through equipment con-
tractors and that the military departments could save about 35
percent of such costs annually.

. For fiscal year 1964, this savings could have amounted to about
$8 million. In our opinion, adequate cost information would have
furnished a sound basis on which the military departments could
have determined the most economical method of procurement and
thereby realized significant savings.

In reply to our draft report on this matter, the Department of
Defense concurred with our findings that information on the total
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costs incurred by the military departments for the printing of tech-
nical manuals procured from equipment contractors was not available
and that costs for printing technical manuals generally were. not
identified in the individual equipment contracts. Further, the De-
partment concurred with our recommendation that the Secretary of
Defense take the necessary action to ensure maximum procurement
of printing of technical manuals through the Government Printing
Office consistent with cost economy and operational effectiveness.
We were also advised that the military services had underway accel-
erated programs for obtaining the printing of their manuals through
contracts established by the Government Printing Office. These
actions should result in significant savings to the Department .of
Defense in the procurement of technical manuals. '

>

[Index No. 78—B-133127, Nov. 29, 1966]

REeview oF COORDINATION BETWEEN PROCUREMENT OF TECHNICAL
EqurpMENT AND 178 ULTIMATE UriLizaTioN, FEDERAL AVIATION
AGENCY

On the basis of our review, we believe that there was a need for
the Agency to achieve better coordination between the procurement
of air navigational and traffic control equipment and its ultimate
installation at field facilities. We noted that the Agency had ac-
cumulated sizable overstocks of such equipment because it had
procured the equipment without having firm plans for the installa-
tion of the equipment. We noted also that, because of the inadequacy
of its procedures for determining stock availability, the Agency
had purchased equipment from commerical sources, at a cost of about
$136,000, when similar equipment stocked at its Oklahoma City
depot was in excess of reasonably current needs. We noted evidence
that procumrent actions had been expedited in an apparent effort
to obligate funds before the end of the fiscal year. :

The overstocks and unnecessary or premature purchases resulted
in (1) large stocks of some items becoming obsolete because of techno-
logical advances after the items were purchased, (2) the manufacturers’
warranties on many of the items in storage substantially or com-
pletely expiring, and (3) the premature investment of Government
funds in inventories when these funds might have been used for other
more essential purposes. Also, these factors tended to result in
additional interest, storage, and handling costs.

We proposed that the Agency (1) establish definitive procedures for
determining the amount of air navigational and traffic control equip-
ment to be purchased, (2) discontinue the practice of procuring air
navigational and traffic control equipment on the basis of budget
estimates and tentative plans, and purchase such equipment as near
as possible to the date of actual need for the equipment on specific
approved projects, and (3) identify equipment excess to the Agency’s
reasonably current needs for approved or firmly planned projects, and
report excess stocks to the General Services Administration so that
they may be made available to other Government agencies.
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In a letter to us dated May 10, 1966, the Administrator of the
Federal Aviation Agency stated that he agreed with our findings and
our proposals for corrective action. He informed us that the Agency
had issued, during the past 2 years, three directives designed to provide
stopgap corrective action until such time as more comprehensive
system improvements could be implemented. The Administrator
informed us also that, on November 2, 1965, the Agency issued the
more comprehensive system improvements for the management of
project material, which would be fully implemented in the Agency by
December 31, 1966, and would provide for the constant comparison
of requirements and assets, the reassignment of assets to meet changing
requirements, and the early identification and prompt disposal of
excesses to ensure their availability to other Government agencies.

The Administrator added that (1) an Agency directive would be
issued to give formal status to informel instructions now in existence
which provide for miscellaneous construction supplies to be procured
on a more realistic basis, (2) every effort was being made to buy
equipment nearer to the actual need date, and (3) Agency internal
audit follow-up and future management reviews would determine the
effectiveness of all the corrective actions taken.

We believe that the comprehensive system improvements, when
they are fully in effect, should significantly enhance the coordination
between the purchase and ultimate use of equipment. In the interim,
however, we believe that, for effective management of project ma-
terial now on hand, definitive criteria are needed as to when material
reserved for a future project may be considered available for current
use on another project with an earlier start date, and we are recom-
mending that such criteria be included as an amendment to the
Agency’s November 1965 directive.

[Index No. 79—B-146700, Nov. 29, 1966]

SAvINGS ATTAINABLE IN THE USE AND Pricing oF Cerrain Non-
PERISHABLE Fo0Ds, DEPARTMENT OF DEFENSE

The General Accounting Office has made a review of certain aspects
of the use and pricing of specification nonperishable foods within the
Department of Defense.

We believe that significant savings will be realized by the military
services in the future through maximizing the use of food items pack-
aged in large-size containers. We believe also that significant savings
will be achieved by the services, in connection with the sale of food
items to military commissary stores, as a result of establishing prices
for food items on the basis of their actual cost in each size of container
rather than on the basis of the average cost in all container sizes.
In this connection, our review indicated that, during fiscal year 1964,
annual savings of as much as $2 million could have been realized had
maximum use been made of foods packaged in large-size containers
and had food items sold to commissary stores been priced at actual
cost.

At the time of our review, policies and procedures had not been
established to determine and/or encourage the use by military serv-
ices of the most appropriate size or type of container of food. In
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addition, the Defense Subsistence Supply Center, which managed food
items for the Department of Defense, had taken the position that its
responsibility was limited to furnishing food items in the manner pre=
scribed by the military services.

In advising the Department of Defense of our findings, we also
proposed that the Secretary of Defense establish a program for the
periodic review of subsistence items used by the military departments
to identify uneconomical practices and that he initiate the necessary
corrective action.

The Deputy Assistant Secretary of Defense (Materiel Require-
ments), by letter dated June 21, 1966, concurred with our findings
and conclusions and, in regard to our proposal, identified recent steps
taken by the military departments and the Defense Personnel Support
Center which provide the means for continuous review of subsistence
items used by the military departments. These steps are (1) issuance
of military departmental regulations requiring the utilization of large-
size containers, (2) implementation on January 1, 1966, of Defense
Personnel Support Center policy establishing separate prices for
each size container of food, and (3) distribution to the services of
Defense Personnel Support Center usage reports to provide the
capability of determining and controlling the container sizes of food
being used by their installations.

In addition, the Deputy Assistant Secretary advised us that the Sec-
retary of Defense had recently authorized, and would establish on or
about July 1, 1966, a focal point Directorate of Food Services Manage-
ment Systems within the Office of the Deputy Assistant Secretary of
Defense (Materiel Requirements). Responsibility for the con-
tinuation and improvement of the program to identify uneconomical
practices and to initiate corrective action will be assigned to that
Directorate. :

The action by the military departments and the Defense Personnel
Supply Center was taken after our review was completed and our
findings brought to their attention. KEffective central control over the
program, in our opinion, would likely have resulted in earlier identi-
fication of the uneconomical practices so that corrective measures
could have been taken by management officials. In this regard,
we believe that the plan of the Secretary of Defense to establish a
focal point Directorate of Food Services Management Systems will
likely provide the central control needed to efliciently manage the
subsistence program.

[Index No. 80—B-159210, Nov. 30, 1966]

Urinization oF Motor VEHICLES IN THE CAPE KENNEDY INTER-
AGENCY Moror Poor; GENERAL SERVICES ADMINISTRATION,
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

Because of continuing congressional interest in efficient and eco-
nomical motor vehicle operations in the Government, we are reporting
on these matters to inform the Congress (1) of the corrective actions
taken by the General Services Administration and the National
Aeronautics and Space Administration and (2) of the opportunity to
improve utilization of interagency motor pool vehicles by establishing

77-601—67——18
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vehicle rental rates that should discourage the use of motor vehicles
for unusually low mileage requirements and, at the same time, recover
the actual cost of owning and operating vehicles on the basis of usage
by each agency.

Prior to our review the National Aeronautics and Space Adminis-
tration renewed certain long-term lease contracts with a commercial
leasing firm. Our review showed that, if the General Services Admin-
istration and the National Aeronautics and Space Administration had
coordinated their efforts in determining the best means of providing
motor vehicle support, substantial economies could have been achieved
by obtaining transportation support from the General Services
Administration. - , _

Before the expiration of these leases and without a proper deter-
mination as to whether the leases could be terminated without penalty
to the Government, the General Services Administration established a
motor pool at Cape Kennedy, Florida, and purchased additional
vehicles to provide transportation support to the National Aero-
nautics and Space Administration. As aresult, the number of Govern-
ment owned and leased vehicles on hand in the Cape Kennedy area
substantially exceeded the number needed.

Our detailed review of vehicle utilization records covering a 9-month
period during fiscal year 1965 showed that the number of vehicles
assigned to the National Aeronautics and Space Administration by the
Cape Kennedy motor pool continued to substantially exceed the
number of vehicles required to efficiently and economically satisfy
automotive needs.

Our review showed also that the General Services Administration
motor vehicle rental rates, which were in effect throughout the coun-
try, did not recover the full cost of owning and operating vehicles
assigned to meet low-mileage requirements. We believe that, if the
General Services Administration would establish a rental rate structure
designed to recover vehicle costs on the basis of usage by each agency,
vehicle utilization would be improved on s nationwide basis. Such
action should also provide the necessary degree of correlation between
the rates charged and the cost to the Government to enable and en-
courage the consideration of such costs by vehicle users in their deci-
sions as to how their transportation needs should be met.

We brought our findings and proposals for corrective action to the
attention of the General Services Administration and the National
Aeronautics and Space Administration. In their written comments
on these matters, neither agency agreed fully with our findings, but
both agencies informed us of substantial degrees of corrective action
that had been taken.

To improve utilization of vehicles and recover vehicle costs on
the basis of usage by each agency, we are recommending to the
Administrator of General Services that motor vehicle rental rates be
revised to provide for a flat rate to cover the fixed costs that are
incurred by the passage of time plus a mileage rate to cover the
variable costs that are related to the miles driven.
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{Index No. 81—B-159206, Dec. 5, 1966]

Review oF Price INcreasEs UnDErR SHIPBUILDING CONTRACTS,
DEPARTMENT OF THE NAVY '

The General Accounting Office has examined into the propri-
ety of certain price increases under shipbuilding contracts.

The Department of the Navy agreed to reimburse prime ship-
building contractors for price adjustments paid to their supplier -of
marine propulsion equipment and turbine generator sets on the basis
of increases in the supplier’s catalog prices for designated commercial
items. Within 3 months after the award of the related subcontracts,
the supplier increased the catalog prices for the designated commercial
items and claimed and was paid price increases of more than $1.7
million for items purchased by the Government. - ' B

The record shows, however, that, with respect to certain of these
items, there were no commercial sales of the items designated by the
supplier as the nearest commercial equivalent upon which to base
price adjustments. Also, for the remaining items, increases in the
commercial selling prices were not proportionate to the increases in
the supplier’s catalog prices. In fact, in some instances, even though
the catalog prices were. increased, the commercial selling price re-
mained the same.

The Department of the Air Force resident auditor responsible for
all Department of Defense activities at the supplier’s plants requested
the supplier to furnish information on its commercial selling prices
and other pertinent data concerning the price increases prior to the
time the Navy reimbursed the prime contractors for the $1.7 million
discussed in this report. The requested information was not furnished
by the supplier. The prime contractors and the supplier advised us,
in substance, that the price increases were in accordance with con-
tractual arrangements.

The Armed Services Procurement Regulation in effect at the time
of negotiations did not specifically require the agency or the prime
contractors to establish that catalog prices were bona fide commercial
prices before agreements were reached to pay price increases based
upon increases in catalog prices. In accordance with the provisions
of Public Law 87-653, the procurement regulation has been revised to
require that catalog prices for designated commercial equivalents be
verified to ensure that they represent actual prices of commercial
items sold in substantial quantities to the general public. Further
revisions are being considered by the Armed Services Procurement
Regulation Committee.

In addition, we were advised that our findings on certain of these
items suggested a possible breach of contract and that the Navy would
made a detailed evaluation. Department of the Navy officials
advised us also that, in the study indicates a basis for recovery, the
Navy will evaluate the remaining items discussed in this report as
well ‘as other items purchased under other Government prime con-
tracts and subcontracts awarded under conditions and terms similar
to those discussed in this report.
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[Index No. 82—B-156269, Dec. 14, 1966]

REviEw oF DETERMINATIONS OF WaGE RaTes ror CONSTRUCTION
oF CarTERS DaM, Ga., DEPARTMENT oF LABOR

Our review showed that the wage rates determined by the Depart-
ment as prevailing, thereby becoming minimum rates payable for
construction of the Carters Dam project, increased an average of
about 63 percent during the period March 20, 1963, to January 28,
1965. We estimated that, as a result of the wagerate increases, the
contract value of phase IT work—about $15.4 million—included about
$1.7 million in extra direct labor costs which we believe were con-
sidered by the contractors in their bids and accordingly increased the
project cost to the Government.

The higher minimum wage levels were largely based on wages paid
by contractors for the diversion tunnel and the main dam, phase I,
which were relatively small contracts of $601,265 and $1,827,045,
respectively. The contractor for the diversion tunnel paid premium
wages principally because of the hazardous and specialized nature of
his work. We believe that these high rates for unusual work should
not have been carried forward, as was done by the Department, as
minimum wage rates for more ordinary work.

By agreements with local unions, the contractor for the main dam,
phase I, paid wages at increased rates on only the last part of the
phase I construction. These increased wage rates were accepted by
the Department as being the prevailing wage levels in the area and,
as of January 28, 1965, were determined to be the minimum wage
rates payable by the contractor on the main dam, phase IT, the $15.4
million contract.

We believe that lower minimum wage rates would have been
determined had appropriate consideration been given to (1) the wage
rates prevailing on similar heavy and highway construction work in
the area, instead of using as a basis the wage rates determined and
paid for prior work of a specialized and hazardous nature at the dam;
(2) the wage rates paid during the representative peak payroll periods
on similar work in the area, instead of using the rates paid only during
the last few weeks of just prior work on the dam; and (3) the wage
practices of other contractors in the area, instead of using’ the higher
rates negotiated by an outside contractor for a small part of his work
on the dam.

By letter dated January 11, 1966, the Assistant Secretary for
Administration, Department of Labor, informed us that the Départ-
ment had no specific comments on our findings except to say that all
the information available to the Department at the time of issuance
of the determinations was considered and it is believed that the rates
predetermined were proper for the type of construction involved.
The Assistant Secretary also stressed that this opinion was consurred
in by the Wage Appeals Board in its decision of March 1, 1965.

In a second letter, dated March 8, 1966, the Assistant Secretary for
Administration commented on why the Department did not consider
highway and road projects in its determination of prevailing wages
for Carters Dam construction. His pertinent comments and our
evaluation are included in the body of the report.

This report is for the information of the Congress because we be-
lieve the Department’s wage determinations are not in accordance
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with the intent of the Davis-Bacon Act which is that its administra-
tion should not be used to exert either an inflationary or a deflationary
effect. We believe that it was not intended that the Government
be put in the position of fixing or of anticipating wage levels or that
wage determinations be used to establish high wage rates for Govern-
ment-financed projects in areas where lower rates actually prevail,
but that the wage determination requirement was intended to protect
comparable wage levels in the area prevailing before beginning of the
construction contract.

[Index No. 83—B-153129, Dec. 27, 1966]

Review or Poricies aNp ProceEpUrEs UsEp IN DETERMINING THE
ApminisTRATIVE Orrick Spack To Br ProvipEp 1N MaJjor Postar
Facivrries, Post OrFice DEPARTMENT

Our review indicated a potential for substantial savings to the
Government through (1) planning the office space in new postal
facilities on the basis of standards comparable to those established
by the General Services Administration for use in determining the
office space needs of other Federal agencies and (2) subleasing office
space in leased postal facilities, which is in excess of current require-
ments.

The Department’s space standards provide for administrative offices
which, in the 10 facilities that we reviewed, averaged about 32 percent
larger than would have been provided under General Services Adminis-
tration standards. We believe that, in most cases, the administrative
operations of postal facilities could be carried out without loss of
efficiency in offices of the sizes authorized under the General Services
Administration’s standards which were developed, with the coopera-
tion and concurrence of more than 60 Federal agencies, on the basis
of studies made to determine the amounts and types of space required
for efficient operations.

We estimated that, if the 10 major leased facilities covered by our
review had been planned on the basis of the General Services Admin-
istration standards for administrative office space, the savings in
rentals might have amounted to as much as $88,000 annually, or
$2,580,000 over the lives of the leases. As the Department currently
has about 90 major facility projects under development and has a
continuing program for constructing new facilities to meet its expand-
ing needs, we believe it reasonable to conclude that substantial savings
to the Government would result if the office space for new postal
facilities were planned on the basis of standards comparable to those
established by the General Services Administration.

The Post Office Department has sole responsibility for planning
facilities to be acquired under the lease-construction program, but a
question exists as to the agency responsible for establishing standards
for the administrative office space to be occupied by the Department
in federally owned buildings. The Post Office Department and the
General Services Administration are in disagreement as to which of
the two agencies has this responsibility. Although the General
Services Administration generally has not required compliance with
its space standards with respect to Post Office Department office
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space in federally owned buildings, it has disagreed in the past with
the Department’s requests for office space in several such buildings.
Some of these disagreements had not been resolved at the time of our
review.

In commenting on our findings, the Postmaster General advised us
that the Department proposed to adopt new administrative office
space standards more in line with current needs and the General
Services Administration’s allowances.

While the adoption by the Department of new standards for admin-
istrative office space should result in improvement of the conditions
found in our review, we believe it to be desirable to have a consistent
Government-wide policy with respect to administrative office space,
and we found in our review no sound reasons for exempting the Post
Office Department from the general policy of having the General
Services Administration responsible for establishing or approving
office space standards for Government agencies. We also believe it
to be desirable to remove the uncertainty which now exists as to which
agency has the responsibility for determining the amounts of office
space to be provided to the Department in federally owned buildings.

We are recommending that the Congress give consideration to
enacting legislation which would make the General Services Adminis-
tration responsible for either establishing or approving the standards
to be used in planning space for the Post Office Department’s adminis-
trative activities in both leased facilities and federally owned buildings.

The Department usually plans the administrative office space for
major lease-construction projects on the basis of estimates of the re-
quirements 20 years in the future, with the result that most new
facilities contain substantial amounts of unneeded office space during
the first few years after the facilities are constructed. We believe
that, with adequate advance planning, much of the excess office space
in new leased facilities could be consolidated in one area so as to facili-
tate subleasing until the space is needed, which would result in savings
to the Government. In view of the Post Office Department’s con-
tinuing program for constructing new facilities to meet its expanding
needs, we believe that the savings resulting from subleasing could
be substantial. :

We estimated that, for 8 of the 10 leased postal facilities involved
in our review, the Government could realize annual savings in rental
costs of about $147,500 by subleasing the planned excess office space
to other Government agencies which lease office space from private
lessors. A portion of these savings would be offset by moving and
partitioning costs that would not otherwise be incurred. In cases
where excess office space could not be subleased to other Government
agencies, the Department could sublease to non-Government users.

The Department concurred with our proposal that office space in
postal facilities be subleased to the maximum extent practicable and
stated that it would establish appropriate procedures to implement
this policy.
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[Index No. 84—B-125053, Dec. 29, 1966]

NeEp To RESOLVE DIFFERENCES IN PROCEDURES USED BY FEDERAL
TiMBER MANAGEMENT AGENCIES IN APPRAISING TIMBER OFFERED
FOR SALE, ForEsT SERVICE, DEPARTMENT OF AGRICULTURE; BU-
REAU OF INDIAN AFFAIRS, BUREAU oF Lanp MaNAGEMENT, DE-
PARTMENT OF THE INTERIOR

There are three principal timber-selling agencies in the Federal
Government: the Forest Service, Department of Agriculture, and the
Bureau of Land Management and Indian Affairs, Department of the
Interior. Each of these agencies uses the analytical appraisal method
to calculate appraised values representing the minimum acceptable
selling prices of timber. Under the analytical appraisal method, the
value of a given amount of standing timber is considered to be the
residual value after deducting the estimated processing costs and an
allowance for profit and risk from the estimated selling value of the
timber end products.

The procedures used by the three agencies to appraise timber in
the States of Oregon and Washington have differed in significant
respects in regard to (1) determining the estimated selling values of
wood products and by-products, (2) estimating the cost of producing
wood products, and (3) establishing the allowance for profit and risk.
Therefore, because of their varying procedures regarding these factors,
the three agencies could compute significantly different appraised
values for like stands of timber.

We believe that it is important, when different agencies are selling
timber, for the responsible management officials to coordinate their
activities to help ensure that the policies and procedures for the ap-
praisal and sale of this timber are uniform and equitable to both the
Government and timber purchasers.

We found that certain of the valuation procedures followed by the
agencies did not recognize the full value of timber end products. We
estimate that, if, in each such instance, the more appropriate pro-
cedures of one agency had been used by the other agencies, the ap-
praised value of timber offered for sale in fiscal year 1963 and part of
fiscal year 1964 could have been increased by more than $3.1 million.
The inaccuracies causing the underappraisal resulted from (1) not
considering the value of sawlog chips, a wood by-product, (2) using
inappropriate lumber pricing data, and (3) using outdated veneer
prices in establishing selling values for peeler logs (logs suitable for
the production of veneer sheets).

Competitive bids accepted from purchasers for part of this timber
were sufficiently above the appraised amounts to offset about $1.5
million of the $3.1 million understatement of appraised values. If the
remaining timber had been offered for sale and sold at appraised
values adjusted by the underappraisals disclosed by our review, the
Government would have obtained nearly $1.6 million in additional
revenue.

For other differences in procedures identified in our review that con-
tributed to the calculation of different appraised values for like stands
of timber, we were unable to determine which agency’s procedures
were the more appropriate. Consequently, we were unable to esti-
mate what the effect on the appraised values of each agency would
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have been if the agencies, in each such instance, had utilized the most
appropriate of the different appraisal procedures.

As discussed in this report, the Federal timber management agencies
have taken action to eliminate soms of the differences in their appraisal
procedures. However, officials of the Department of Agriculture and
the Department of the Interior have not resolved other differences
although there was a statement of congressional intent in 1956 that
the Federal timber-selling agencies should have uniform policies,
methods, and procedures and although, in 1959, the Bureau of the
Budget requested both Departments to achieve consistency in these
areas.

Interagency committees that were assigned responsibility in 1961 for
developing uniformity in the agencies’ timber appraisal procedures
have not submitted their recommendations on this subject to either
Department. However, a joint study of appraisal procedures re-
cently conducted by the Department of the Interior and the Depart-
ment of Agriculture for the Bureau of the Budget should provide
information on the differences and relationships between the agencies’
appraisal procedures, that could be useful for instituting appropriate
uniform appraisal procedures. '

In commenting on these matters, both the Department of the In-
terior and the Forest Service, Department of Agriculture, agreed that
it would be desirable to attain a higher degree of uniformity in the
appraisal procedures used by the Federal timber-selling agencies.
;l‘hey did not accept our estimates of the underappraisals and revenue
osses.

An official of the Bureau of the Budget informed us in December
1966 that the aforementioned joint study was still under review.
This official advised us that the Bureau of the Budget was deferring
specific comment on the matters discussed in our report, pending
completion of this review. In connection with this consideration
of the joint study, we are recommending that the Director, Bureau of
the Budget, take the necessary action to ensure that the agencies
jointly develop and apply the most desirable set of appraisal pro-
cedures that will resolve the existing differences, discussed in this
report as well as any other differences disclosed by the study.

[Index No. 85—B-160410, Jan. 10, 1967]

SAvINGS AVAILABLE BY PUrcHASING RaTEER THAN LEasing CoM-
MERCIAL Two-Way Rapro EquipMENT, DEPARTMENT OF DEFENSE

The General Accounting Office has made a review of the costs
incurred by the military services for leasing commercial two-way
radio equipment.

As of June 30, 1965, the military services were leasing commercial
two-way radio equipment from three manufacturers at an annual
cost of about $9.5 million. This type of equipment has a generally
accepted useful life of 5 to 7 years and has not been subject to frequent
technological obsolescence. On the basis of our review, we estimate
that, by purchasing rather than leasing the equipment, the Depart-
ment of Defense could save about $2.5 million a year, or about
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$12 million over a 5-year period, the minimum estimated useful life
of the equipment.

Department of Defense policy on rental of equipment, as set forth
in the Armed Services Procurement Regulation, provides that the
decision to lease rather than purchase be made on a case-by-case basis
and that leasing be used only when it is more economical. We found
that such decisions have not always been made in accordance with
this policy. Our review disclosed that, while all the military services
use the same type of commercial two-way radio equipment and acquire
it from the same manufacturers, the Department of the Air Force
leases such equipment almost exclusively but the Departments of the
Army and Navy purchase the greater part of their equipment.

Of the total annual leasing costs of about $9.5 million being incurred
by the Department of Defense, about $8.6 million was for Air Force
equipment and about $0.9 million was for Army and Navy equip-
ment. Information we obtained on equipment purchased by the
services subsequent to 1960 showed that Air Force purchases amounted
to about $0.3 million worth of this type of equipment compared with
Army and Navy purchases which amounted to about $3.7 million.

Since the equipment has similar application in the three military
services it appears to lend itself to procurement by a single procure-
ment office. Vesting responsibility for purchasing the equipment in a
single procurement office would permit consolidation of requirements,
with a view to obtaining more favorable prices on volume purchasing,
and would promote effective cross-service utilization of the equipment.

Accordingly, we proposed to the Secretary of Defense that the
Department (1) give consideration to the need for issuing instructions
to the military services to ensure that their determinations to lease
or purchase commercial two-way radio equipment, including equip-
ment in use, were justified on the basis of the eriteria enumerated in
the Armed Services Procurement Regulation, (2) designate a single
procurement office to consolidate requirements for two-way radio
equipment, since it is common to all services, and (3) give considera-
tion to purchasing the equipment on an incremental basis when funds
to finance the purchase of all equipment needed to fill the total require-
ments are unavailable. .

The Department of Defense advised us on November 1, 1966, that
it concurred in our conclusion that significant savings could be
realized by the outright purchase of commercial two-way radio equip-
ment. The Department advised us further that action was being
taken to implement the proposals.

[Index No. 86—B-39995, Jan. 16, 1967]

NeeEp ror IMPROVING ADMINISTRATION oF THE CosT or PriciNGg
Dara REQUIREMENTS oF Pusric Law 8§7-653 IN THE AWARD OF
PriMe CoNTRACTS AND SUBCONTRACTS, DEPARTMENT OF DEFENSE

During fiscal years 1957 through 1966, we submitted to the Con-
gress 177 reports disclosing that Government costs on negotiated prime
contracts and subcontracts were increased by about $130 million.
The increased costs resulted primarily from the failure of contracting
officials in negotiating contract prices to obtain accurate, current, or
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complete cost or pricing data upon which to establish fair and reason-
able prices. As a result of certain of these reports, the Congress
enacted Public Law 87-653 to provide safeguards for the Government
generally where competition is lacking.

We examined into the extent that agency procurement officials
were requiring prime contractors and subcontractors to submit cost
or pricing data and a certificate prior to the award of negotiated con-
tracts as required by Public Law 87-653 effective December 1, 1962.
Ouwr examination covered 242 negotiated prime contracts and sub-
contracts awarded to 85 prime contractors and 89 subcontractors after
October 1964. This examination was performed at 18 military pro-
curement agencies and 31 prime contractor plants during the period
April 1965 to June 1966.

We found that 185 of the 242 procurements were awarded under
requirements of the law and the procurement regulations for submis-
sion of cost or pricing data and a certificate that the data submitted
were accurate, complete, and current. However, in 165 of these
awards, we found that agency officials and prime contractors had no
record identifying the cost or pricing data submitted and certified by
offerors in support of significant cost estimates.

As a result it appears that the certificate is not wholly effective
since it may be impracticable to establish whether the offeror had
submitted inaccurate, incomplete, or noncurrent data in instances
where he had not identified the data he had certified. Further, the
Government’s rights under the defective-pricing-data clause required
by the law to be included in these contracts may be impaired since in
such cases it may be impracticable for the contracting officer to estab-
lish that erroneous data were relied on the negotiation if data were
not submitted or made a matter of record by the offeror.

We also found that, in the remaining 57 of the 242 procurements
examined, agency and contractor records of the negotiation indicated
that cost or pricing data were not obtained apparently because the
prices were based on adequate price competition or on established
catalog or market prices of commercial items sold in substantial
quantities to the general public.

Public Law 87-653 waives the requirement for obtaining certified
cost or pricing data under such circumstances. However, the records
of these awards did not contain an explanation by the contracting
officials of why cost or pricing data were not required and the reasons
for determining that the prices were based on adequate price competi-
tion or on catalog or market prices of commercial items. As a result,
it could not be ascertained whether the bases for these determinations
were consistent with criteria established in the Armed Services
Procurement Regulation.

We found that prime contractors also had no record identifying the
cost or pricing data submitted by subcontractors in support of signifi-
cant cost estimates even though agency contracting officials were
required, under negotiated prime contracts other than firm fixed-price
type, to ascertain that such data were being obtained. Therefore,
there also appears to be a need for thorough reviews by agency
administrative contracting officials to ensure that prime contractors
are obtaining adequate cost and pricing data, where appropriate, in
the award of subcontracts.
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We found that agency officials in awarding prime contracts were
not requiring prime contractors to use a new Contract Pricing Pro-
posal Form (DD Form 633) dated December 1, 1964. This form
contains instructions to offerors which, if properly implemented, could,
in our opinion, go a long way toward achieving compliance with the
procurement regulations implementing the law. The Department of
Defense has now taken steps to correct this matter. However, during
our review of subcontracts, we found that prime contractors were not
being required to use the new form in obtaining proposals from their
subcontractors. : '

We proposed that the Department of Defense clarify its procure-
ment regulations to provide that, where cost or pricing data are
required in the award of prime contracts and subcontracts, agency
officials and prime contractors be required to obtain from offerors
written identification of the cost or pricing data, as defined in the
regulations, in support of cost estimates along with certificates
specifically covering the identified data and to retain such records in
procurement files,

We proposed also that the prescribed certificate be revised to
require the contractor to certify that a written identification of the
cost or pricing data, as defined in the regulation, provided or otherwise
made available to the contracting officer or his representative in
support of the proposal, has been submitted and that such data are
accurate, complete, and current as of the date agreed upon by the
parties (which shall be as close to the date of agreement on the nego-
tiated price as is practicable). .

Further, we proposed that the Department of Defense take appro-
priate actions to emphasize and clarify certain existing requirements
dealing primarily with the application of Public Law 87-653 to the
award of subcontracts and to ensure that agency and contractor
officials are complying with them.

The Deputy Assistant Secretary of Defense (Procurement) advised
us that a special group had been appointed under the guidance of his
office to study all the material contained in our report. He assured
us that the necessity of providing additional guidance on the subject
of submittal and retention of data or identification in lieu of submittal
will be considered.

[Index No. 87—B-146778, Jan. 18, 1967]

REVIEW OF PROCUREMENT OF FOREIGN PRODUCED AIRCRAFT
EiEcTION-SEAT SYSTEM, DEPARTMENT OF DEFENSE

Our review of the procurement or the ejection-seat system for in-
stallation in F—4C type of aircraft shows, in our opinion, that the
selection of a domestically produced seat system instead of the
foreign-produced seat system could have resulted in potential savings
of about $4.4 million in procurement, maintenance, and supply sup-
port costs for fiscal years 1964 through 1969. Our estimate of
potential savings was based on the selection of the domestically pro-
duced seat system installed in the Department of the Air Force
F-105 type of aircraft. (This review was made in response to a
request dated September 16, 1963, from the Chairman, Committee
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on Appropriations, House of Representatives, to perform cost studies
of the F—4 type of aircraft.)

One of the factors considered in the selection of the foreign-pro-
duced seat system to be installed in the Department or the Navy
version of the F-4 aircraft was the assumption that savings were
obtainable through the use of identical seat systems in both versions
of the F—4 aircraft. At the time procurement of F—4C type of aircraft
for the Air Force began, however, a less costly comparable seat was
in use in Air Force fighter aircraft, and we believe that this seat
system could have been used with minor modifications in the F-4C
aircraft.

The Navy’s ejection-seat system was produced by a foreign man-
ufacturer who claimed proprietary rights for this item. Conse-
quently, in addition to the cost differential mentioned above, the use
of this seat system in Air Force F-4C type of aircraft involved a
number of factors which, in our opinion weighed against its procure-
ment. Among these factors were (1) the effect that a lack of a
domestic source of supply would have on mobilization capability in
time of national emergency, (2) the inherent disadvantage to the
procuring party in attempting to negotiate favorable terms with a
sole-source producer, compounded by the location of that producer in
a foreign country, and (3) the additional tax revenues and employ-
ment opportunities which the use of an ejection-seat system manu-
factured in the United States would generate. '

The Deputy Assistant Secretary of Defense (Materiel Require-
ments) advised us that the Department did not agree that savings
could have been realized through selection of the domestically pro-
duced ejection-seat system installed in Air Force F-105 type of air-
craft, or that the F~105 aircraft seat system could have been modified
in time to be installed in the first F—4C type of aircraft. In addition,
we were advised that the foreign-produced seat system was selected
because it possessed safety features which made it superior to the
domestically produced F-105 seat.

We have carefully considered the position of the Department of
Defense in light of the information of record and are of the opinion
that the circumstances surrounding the continued procurement of a
foreign produced seat system would be of interest to the Congress.

Although the Department of Defense has established a Cost and
Economic Information System for use by management in (1) perform-
ing feasibility and predesign studies, (2) making choices among com-
peting development or production alternates, and (3) negotiating
systems and development contracts, we do not believe that the im-
plementation of this system will provide the Department of Defense
with the type of information necessary to fully evaluate the type of
problem highlichted in our report. In this connection we twere ad-
vised that the Cost and Economic Information System was not de-
signed to identify individual items of equipment, such as ejection
seats, already in the supply system that offer significant cost reduction
and/or increased efficiency through alternate sources of supply but
was designed only for analyses of total new weapon systems and new
major components such as aircraft engines. ‘

We recommended, therefore, that the Secretary of Defense either
through expansion of the Cost and Economic Information System or
through a subordinate system provide for appropriate analysis of
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individual items or equipment such as ejection seats, radar systems,
and communications equipment that are not included in the present
system. In this regard, the system should provide for (1) the identi-
fication of alternate items of equipment and related costs for consider-
ation by appropriate levels of management and (2) the continuous
review and surveillance or procurements, particularly those made on a
sole-source basis, in an effort to establish when cost savings may be
realized on alternate sources of supply.

[Index No. 88—B-158469, Jan. 23, 1967]

Review or MgeraHODS UskEp To ProvipE TELEPHONE SERVICE TO
Mivritary Faminy Housing OccuranTs, DEPARTMENT OF DEFENSE

The General Accounting Office has made a review of the methods
used to provide telephone service to military family housing occupants
with a view to determining the reasons why different policies and
procedures exist within the three military departments. We also
examined into the economy of the methods of providing telephone
service. '

Congressional policy, as expressed in the United States Code
(10 U.S.C. 2481), has not permitted the military departments to sell
certain utility services unless it has been determined that the needed
services were not available from another local source. Notwith-
standing this policy, we found that the Departments of the Army,
Navy and Air Force sold telephone service to a substantial number of
the military family housing occupants although commercial service
was available. We believe that this situation results in large part
because the military departments differ in their interpretation of the
law and because the Department of Defense has not provided definitive
guidance to the military departments to ensure uniform interpretation
and compliance with the law. :

In a letter dated July 20, 1966, commenting on our findings, the
Deputy Assistant Secretary of Defense (Logistics Services) stated that
the Army, Navy, and Air Force had not been in accord in their inter-
pretation of the law and that Government-operated telephone systems
would be utilized only where commercial service was otherwise unavail-
able and when it was determined that it was ““in the interest of national
defense or in the public interest’” to provide such service. He stated
also that our proposal regarding the uniform application of the statute
by all the military departments was accepted by the Department of
Defense and would be implemented.

Under the procedures that the Department of Defense plans to
follow, there 1s a potential for savings through the elimination of
telephone lines, leased at Government expense, presently required
where telephone service to housing occupants is provided through tele-
phone company switchboards rather than directly through military
installation switchboards. The Deputy Assistant Secretary of De-
fense stated that the Department of Defense, in order to secure the
maximum economic advantage within the existing framework of the
law, intends to examine in detail the possibility of allowing commercial
companies to connect their systems serving base housing to the
Government-controlled administrative systems. We agree that this



278 BACKGROUND: ECONOMY IN GOVERNMENT—1967

proposal has merit and should be studied further for the purpose of
attaining economies.

[Index No. 89—B-133188, Jan. 25, 1967]

Review oF GEODETIC SURVEYING AcTIviTiES WITHIN THE FEDERAL
GOVERNMENT, BUREAU OF THE BUDGET, DEPARTMENT OF THE
IXTERIOR, AND DEPARTMENT OF COMMERCE :

The General Accounting Office has made a review of the geodetic
surveying activities of selected agencies of the Federal Government.
Our findings and recommendation with regard to the economies
available through improved coordination of these activities are
summarized in this letter and described in more detail in the accom-
panying report.

Geodetic surveys are basically land surveys made for the purpose
of determining the precise position of specific points on the earth’s
surface in terms of latitude, longitude, and elevation. Once the
positions are identified and monuments are established to mark the
positions, the area is considered to be under geodetic control. This
report is concerned primarily with horizontal control which identifies
positions of known latitude and longitude. The Environmental
Science Services Administration, Department of Commerce, has the
responsibility for establishing a nationwide network of geodetic control
points, and the Bureau of the Budget has the responsibility for
coordinating geodetic surveying activities in the Federal Government.

Other Federal agencies—inciuding the Geological Survey, Depart-
ment of the Interior, in its national mapping program and the Bureau
of Public Roads, Department of Commerce, in its highway programs—
also establish geodetic control points. These geodetic control points
generally are established, however, only to standards required for
individual program needs and, for the most part, do not meet the
standards of accuracy required to extend the national network. Con-
sequently, the Environmental Science Services Administration plans
to resurvey most of the same areas to establish geodetic control
points that will meet the standards of the national network..

We believe that, if the initial surveys could be made to national
mnetwork standards, substantial savings in effort and cost would result,
because it would not be necessary for the Environmental Science
Services Administration to resurvey the same areas. On the basis of
data available during our review, we estimated that past or planned
expenditures for geodetic surveys which would not contribute to the
national network of geodetic control by the Bureau of Public Roads
under its highway programs would total about $30 million and by the
Geological Survey under the topographic map program would total
about $15 million.

The Bureau of the Budget, in June 1966, agreed that it should con-
tinue to press for improved coordination and efficiency in the conduct
of the Government’s geodetic control activities but doubted that it
was either desirable or possible to ensure that all geodetic control
work would extend the national network. Subsequently, in Sep-
temper 1966, the Bureau of the Budget advised us that the Geological
Survey and the Environmental Science Services Administration had
entered into an agreement whereby horizontal geodetic control to
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national network standards would be achieved as a part of the Geo-
logical Survey’s topographic map program. :

The agreement provides that, where other requirements are equal,
‘preference in the authorization of mapping will be given to an area
which has been basically controlled over an area which does not contain
basic control. The Geological Survey will continue to advise the
Environmental Science Services Administration of its mapping plans
'so that it may accomplish as much of the basic control as possible.
In situations where a portion of a large uncontrolled area must be
mapped, however, the Geological Survey will establish horizontal
control to national network standards, with proper connections to
existing control points. _ _

We believe that this agreement is an important step in the right
“direction: In our opinion, however, a more economical arrangement
may be possible by requiring Geological Survey to perform all the
basic control required for those areas which are presently uncontrolled
and which it plans to map under its current mapping program. Such
an arrangement would result in only one field operation by the Geo-
logical Survey, whereas, if the Environmental Science Services Ad-
ministration performs the control prior to the time the Geological
Survey does its mapping, two field operations would be required—
one by the Environmental Science Services Administration to establish
the control and one by the Geological Survey to identify and utilize
the control for mapping purposes.

The various agencies, in commenting on this matter, did not indi-
cate that any specific action would be taken to improve the coordina-
tion of the geodetic surveying activities of the Bureaun of Public Roads
and other Federal agencies with those of the Environmental Science
Services Administration. In our opinion, geodetic control surveys
should be performed to national network standards whenever such
surveys are performed in an area where they will fit into the overall
nationwide geodetic control plan and whenever such control would
eliminate the need for the Environmental Science Services Adminis-
tration to resurvey the same area.

Accordingly, we are recommending that ‘the Director, Bureau of
the Budget, determine whether the geodetic surveying activities con-
ducted by Federal agencies and under programs administered by
Federal agencies are or such a nature and scope that it would be
economically feasible to have such surveys, when undertaken in un-
controlled areas, performed to standards which would extend the na-
tional network of geodetic control. This recommendation contem-
plates that the Environmental Science Services Administration will
continue to provide for the direction and coordination necessary for
establishment of a national network of geodetic control and that
consideration will be given to having it fund the additional costs
incurred by other Federal agencies to bring their surveys up to the
national network standards.

[Index No. 90—B-157421, Jan. 31, 1967]

ProcureEMENT OoF LocomoTrivEs FOR THAILAND UNDER THE MILITARY
AssisTANCE ProGRAM, DEPARTMENT OF DEFENSE

The General Accounting Office has examined into the Department
of the Army’s procurement of locomotives for Thailand under the
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military assistance program. Our findings are summarized in this
letter add described in more detail in the accompanying report.

We found that the Department of the Army had incurred costs of
about $1 million to buy for and deliver to Thailand, locomotives
which were unable to meet Thailand’s specific requirements for main-
line use, the purpose for which furnished. We found also that De-
partment of the Army officials had not obtained clarification of con-
tradictory technical requirements but, instead, had prepared a pur-
chase description and initiated procurement of the locomotives before
ascertaining whether the locomotives would be able to perform the
function for which they were intended. Therefore the locomotives
procured, which are adequate only for switching and yard work, are
being replaced with main-line locomotives costing about $2,305,000.
The replacement locomotives were expected to be delivered to Thai-
land in December 1966.

In our opinion, locomotives which were unsuitable for the specific
needs of the user would not have been procured if Department of
the Army officials had obtained clarification of the contradictory
technical requirements. We believe that such clarifications would
have been facilitated by management procedures requiring the user’s
review and approval of a purchase description for complex nonstand-
ard items prior to the award of a contract.

In view of significant unnecessary costs that could be incurred in
similar cases throughout the Defense establishment, we proposed that
the Secretary of Defense require the military departments to establish
procedures requiring that purchase descriptions for complex equipment
be submitted to interested review and user activities for comment
and approval prior to procurement. We proposed also that the
Secretary of Defense direct the Department of the Army to consider
using the locomotives now in Thailand, which are adequate only
for switching and yard work, for satisfying potential requirements or,
in the absence of such valid requirements, to consider selling the
locomotives to Thailand.

The Department of the Army, on behalf of the Department of
Defense, advised us that then-current policies and procedures within
the Defense establishment were responsive to our proposals, and that
applicable Army Regulations direct that supplying agencies correspond
directly with military assistance advisory groups and unified com-
mands when clarification is essential for ensuring that the equipment
to be procured will meet the user’s requirements. As discussed in
this report, however, even though direct contact had been established
between the requisitioning and procuring activities, locomotives were
procured that were not suitable for performing the passenger and
freight-hauling functions required.

Accordingly, we are recommending that the Secretary of Defense
require the military departments to establish procedures providing for
user activity review and approval of a purchase description for complex
nonstandard equipment when there is doubt as to the exact nature of
the intended equipment. This review should be made prior to the
award of a contract for the equipment and should be documented in
the contract file covering such procurement.

The Department of the Army also advised us that it was exploring
potential outlets for the locomotives which were unsuitable for the
purposes for which provided. We intend to inquire further into the
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disposition of or uses made of the switching locomotives by United
States activities.

[Index No. 91—B~39995, Feb, 15, 1967}

Survey oF Reviews BY THE DErFENSE CoNTRACT AUDIT AGENCY
ofF ConTracTORs’ PRICE Proposiars SussEctr To Pusric Law
87653

Since July 1965, contract audit work in the Department of Defense
has been performed by the Defense Contract Audit Agency, a new
agency formed at the direction of the Secretary of Defense by consoli~
dating various contract audit staffs formerly assigned to the three
military departments,

We made a survey of the Agency’s reviews of contract pricing pro-
posals negotiated without the safeguards of competition. These
reviews, which are made prior to negotiation with the contractor,
constitute a substantial portion of the Agency’s workload and are
accorded the highest priority. Our survey included work at Agency
audit sites at 20 plants of private companies generally among the top
100 defense contractors in the United States.

The Agency is making significant progress. But our survey showed
that, in order to operate more effectively with its workload of many
thousands of contract pricing proposals totaling over $40 billion
annually, improvements are needed in four areas, as summarized
below.

1. Prices of most defense procurement contracts are based
largely on estimated costs in proposals submitted by contractors
as a basis for negotiation. Nationwide and individual reviews
in recent years by military procurement and audit organiza-
tions—as well as current surveys by the Defense Contract Audit
Agency—have disclosed a need for major contractors to improve
and incorporate into a formal system their estimating methods
and procedures. This would provide greater management con-
trol over the estimating processes used in preparing price pro-
posals, and facilitate review and negotiation.

‘We brought this problem to the attention of top Defense officials in
a preliminary report and in a special briefing. In January 1967 the
Department released a Defense Procurement Circular, effective im-
mediately, designed to attain a number of improvements, including—

Policy guidance to procurement officials and auditors.

Criteria for acceptable cost estimating systems.

Reasons why these systems benefit industry as well as Gov-
ernment.

Steps to be taken to correct present deficiencies.

This action by the Department is important and commendable.
We recommended some steps to help out the new directive.

2. In a number of instances defense auditors did not review
significant cost estimates in price proposals. This was due in
part to a carryover of practices followed by former audit organiza-
tions when responsibilities for reviews of proposals were less than
those currently specified in procurement regulations. The De-
partment told us that actions are underway—or are planned—to

77-601—67——19
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correct this situation. We recommended that the Secretary of
Defense review these corrective efforts within the next year.

3. Defense auditors ordinarily were not receiving information
from procurement officials on the usefulness of their audits in
negotiations or on ways that their services could be more effective
in future negotiations. The Department has acted on our
proposal to provide this type of “feedback” to its auditors.

4. Defense auditors have experienced difficulties, when re-
viewing proposed contract prices, in obtaining what they con-
sidered to be sufficient access to contractors’ records. The
Department informed us that new guidelines had been issued to
help resolve these access-to-records problems. If this action
is supported by continuous assistance from procurement officials,
at all levels, it should improve the situation.

In a prior report to the Congress (E-158193, February 1966), we
recommended that the Defense Department establish a regularly
scheduled program to administer the defective pricing provisions
required in certain types of negotiated contracts by Public Law
87-653—The Truth in Negotiation Act.” This law provides for
price adjustments in favor of the Government when it is found that
established prices have been increased significantly because of de-
fective data used in negotiations. A program for these reviews was
established by the Defense Contract Audit Agency during 1966.

[Index No. 92—B-118654, Feb. 23, 1967]

PoteEnTialL Savings TaroueH CoNSTRUCTING RATHER THAN
Leasine Housine AT BrewrerviLLg, LiBeria, UNITED STATES
INFORMATION AGENCY

The General Accounting Office has examined into the economical
aspects of the construction of housing rather than the planned and
current leasing of housing by the United States Information Agency
at Brewerville, Liberia.

We believe that savings of upwards of $2 million would have been
obtainable over the period of the 33-year country-to-country agree-
ment if the United States Information Agency, at the appropriate
time, had sought and obtained from the Congress the necessary funds
and had constructed houses required at Brewerville, Liberia, rather
than leasing from private owners. Although the total potential
savings are diminishing each year, we believe that substantial savings
are still possible by constructing housing. Moreover, the potential
savings could be much higher if the Agency African Program Center
in Brewerville, Liberia, is staffed to the level that the Agency has
planned and if the number of houses constructed are increased to
meet the full level of planned staffing.

The Agency requested funds from the Congress in its fiscal year
1964 budget to construct the African Program Center, but no in-
formation was furnished to the Congress as to how the Agency planned
to meet housing needs for employees required to operate this facility.
The Agency did not request funds for construction of housing in
either its fiscal year 1964 or fiscal year 1965 budget submissions,

o~
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although the Agency was already well aware of the desirability of
constructing its own housing rather than leasing. We were informed
that the Agency subsequently attempted to request funds for housing
construction in its fiscal year 1966 submission but that this request
was deleted by the Agency from the budget submission to the Congress
when the Bureau of the Budget required the Agency to reduce the
total budgetary funds being requested. No request for funds for
this purpose appeared in the fiscal year 1967 budget submission to the
Congress.

We submitted a draft report on this subject to the United States
Information Agency. The Agency’s response indicated general
agreement with the facts presented in our report.

[Index No. 93—B-133118, Feb. 23, 1967]

POTENTIAL SAVINGS IN THE PROCUREMENT OF SPARE AIRCRAFT PARTS
FOR OUTFITTING AIRCRAFT CARRIERS, DEPARTMENT OF THE NAVY

The General Accounting Office has examined into the noncompeti~
tive purchase of spare parts by the Department of the Navy for use
on aireraft placed aboard aircraft carriers.

The purchase of parts competitively or directly from parts manu-
facturers whenever feasible is a stated policy of the Department of
Defense. We found, however, that spare parts for the initial support
of certain aircraft weapon systems were being purchased by the Navy
from the airframe manufacturer on a solesource basis although the
majority of the parts were manufactured by other sources from which
the Government could have obtained the parts at a significant reduc-
tion in price. We were informed that the Navy purchased the parts
from the airframe manufacturers because sufficient time was not
available to permit purchase of the parts competitively or directly
from parts manufacturers.

With adequate advance planning, we believe that this problem can
be overcome and that the Navy can realize the savings obtainable by
purchasing from other sources. For example, we estimate that savings
of as much as $2.3 million on the RA-5C and A-6A types of aircraft
might have been realized if the procurement method we are advocating
had been followed in the outfitting of certain aircraft carriers. We
estimate also that future savings of about $1.5 million can be obtained
on the A-7A type of aircraft by adoption of this procurement method
before the carrier outfittings and that comparable savings can be
realized on other aircraft to be purchased in the future.

On the basis of the information obtained during our review, we
believe that it is practicable to buy a substantial portion, if not all, of
the parts for carrier outfittings from parts manufacturers on a com-
petitive or direct basis instead of through the airframe manufacturer
on a sole-source basis. This is exclusive of those parts manufactured
in whole or significant part by the airframe manufacturer itself.

Therefore, we proposed that the Secretary of the Navy take the
necessary steps to increase the quantities of parts that will be pur-
chased competitively or directly from parts manufacturers for carrier
outfittings. In this connection, we proposed that the Navy identify
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and purchase those parts which have a procurement lead time short
enough to permit competitive or direct procurement from the parts
manufacturers in time to meet carrier outfittings schedules. For the
remaining parts, those having a relatively long procurement lead
time, we proposed that a study be made to determine whether, with
adequate planning, it is also practicable for the Navy to assume
procurement responsibility for some, if not all, of those parts.

The Department of the Navy in a letter dated September 27, 1966,
expressed agreement with our proposal and stated that it would take
such steps as are necessary to increase purchase of aeronautical spare
parts in support of carrier outfittings on a competitive basis or di-
rectly from parts manufacturers, On December 28, 1966, the De-
partment also advised us that it plans to purchase more than 46
percent of the total value of spare parts required for support of A-7A
type of aircraft on a competitive or direct basis.

[Index No. 94—B-160419, Feb. 23, 1967]

Savinegs AvaiLaBiE TeERouGH Expaxpep Use oF Recioxan Cox-
TRACTS FOR THE REPAIR AND MAINTENANCE OF SELECTED OFFICE
MACHINES, GENERAL SERVICES ADMINISTRATION

The General Accounting Office has made a review of the General
Services Administration program for obtaining repair and mainte-
nance services for selected Government-owned office machines. The
review showed that opportunities existed for savings on the repair and
maintenance of office machines through the use of contracts with local
repair firms instead of through the use of national Federal Supply
Schedule contracts with machine manufacturers. Our findings are
summarized in this letter and described in detail in the accompanying
report.

I’)I‘he General Services Administration makes available repair and
maintenance services for office machines to Federal agencies through
national contracts negotiated with the office machine manufacturers
and published in Federal Supply Schedules and through regional
contracts awarded on a competitive bid basis to local repair firms.
The national and regional contracts generally provide several basic
plans for servicing office machines, including repairs and services
made on a per-call basis at an hourly charge, and maintenance inspec-
tions and services, including any necessary replacement parts, at a
fixed annual fee.

Our review showed that the prices paid for repair and maintenance
services for adding machines, calculators, comptometers, and electric
typewriters under the national contracts were higher than the prices
charged for the same types of services under regional contracts and
under separate arrangements made by Federal, State, and local gov-
ernment activities, and commercial concerns with selected local
repair firms. .

On the basis of our review, we believe that the services furnished
under regional contracts and under separate arrangements were satis-
factory and that the price differences were not justified by service
considerations. We estimate that Federal agencies could have saved
up to $1.2 million during fiscal year 1965 for repair and maintenance
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‘services of the selected office machines through the use of local repair
firms instead of the Federal Supply Schedule contractors.

Our review also showed that, although Government and independ-
.ent studies indicated that the per-call basis was the least expensive
method for obtaining services, most of the Federal expenditures had
been for the more costly maintenance inspections and services at a
fixed annual fee. The General Services Administration had, in July
1965, encouraged Federal agencies to study and analyze their office
machine servicing needs as part of a project to establish Government-
‘wide guidelines for obtaining service for office machines. However,
‘because of the lack of agency responses, the General Services Adminis-
tration had taken no further action.

In a letter dated August 15, 1966, the Deputy Administrator advised
us that the General Services Administration was in accord with our
proposals to (1) expand the use of regional contracts for servicing
.office machines and aggressively stimulate their use by Government
-agencies and (2) review the status of the project to establish criteria
‘and guidelines to assist Government agencies in determining the best
‘method to be used in obtaining services for office machines. The
Deputy Administrator stated that, to give additional impetus to the
‘regional contract program, it now appeared that a scheduled phaseout
-of the use of the national contracts in selected areas, especially where
-sufficient contractor capability was known to exist, was warranted.
He stated also that the agency expects to have regional contracts in
-effect in all regions by June 30, 1967.

The Deputy Administrator advised us also that a revision to the
Federal Property Management Regulations concerning the relative
‘advantages and disadvantages of the per-call and annual maintenance
contracts would be published and that more definite criteria and guide-
lines would be issued to Federal agencies at a future date. The first
revision to the Federal Property Management Regulations was effec-
tive on November 4, 1966.

We believe that the proposed actions should result in a greatly
-expanded regional contract program with significant savings to the
Government. We believe also that participation by the Department
.of Defense in the General Services Administration regional contract
program, to the maximum extent possible, will result in the lowest
-overall prices to the Government.

T17-601—67——20



Appendix 6
G.S.A. SELECTED STATISTICS, JULY 1, 1956—JUNE 20, 1966

SOURCE OF DATA

This publication contains selected financial and operating statistics:
covering GSA’s operations and growth for the fiscal years 1957
through 1966. These statistics are presented for each GSA “‘service’”
by major program activity.

Financial data and related operating statistics, where applicable,.
are based on actual year data contained in budget justifications
submitted to the Bureau of the Budget. Data not contained in
budget submissions are based on other official published financial
and operating reports. :

Data have been adjusted for the more significant changes to reflect
comparability irrespective of the date of establishment of organiza-
tional or funding entities (e.g., Transportation and Communications
Service, Property Management and Disposal Service, Data Processing
Working Fund) and of the realinement of functions among the
Services and Staff Offices.
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Savings and economies to the Government as a result of GSA operations, fiscal years

1965 and 1966

[In millions of dollars]

Selected statistics

1966

1965

1. Savings through improvement of operating procedures and techniques and in-
creased productivity insupply, transportation, and communications operations:

a. Savings from large volume buying of supplies and materials for distribution
through the GSA supply system and FSS schedule purchasing by using
AT CILS - - - - o o e e —mmmam

b. Reduction in freight costs of GSA and other Government agencies through
consolidation of shipments, negotiation of rates with carriers,ete._._._____

¢. Reduction in public utilities and communications costs through operation
of the Federal Telecommunications System, consolidation of switch-
boards, execution of areawide contracts, negotiation and representation
before regulatory bodies, ete. ...

2. Savings and economies from more effective utilization of Government resources
and improvement of consolidated services:

a. Reduction in costs by evacuation of high cost Government and commercial
storage facilities, through greater use of lower cost Government facilities,
and by avoidance of costs through extension of the rotation eycle._____.____

b. Avoiding rental of office space by increased emphasis on moving dead or
inactive records to GSA records centers to release substantial quantities
of office space for reuse, and filing equipment, steel shelves and transfer
cases put back into active use, thus avoiding new procurement of similar
items. Fiscal year 1966 also includes savings of $10,900,000 from provision
by GSA of records management assistance to agencies (data for prior year
not available) . _________ .

¢. Increased emphasis on better space utilization, the conversion of warehouse
and other special use space to office space, and the conversion of excess
military and post office installations to office space, have avoided the
leasing of space to house the Federal establishment; also economies from
the conversion of manual operations by use of mechanical devices for
elevators, boilers, protection and cleaning, ete.:

(1) Conversion of special use and excess space to office space.._.__._.._
(2) Conversion of manual operations by use of mechanical devices. -.__
d. The expansion of the motor pool program (activated in 1954) as compared
with prepool operations by agencies continues to pay dividends to the
Government-annual savings. __ ___________ e
e. The transfer of excess personal and real property among Federal agencies
and the rehabilitation of personal property affords maximum possible
use of available Government-owned property and thus minimizes ex-
penditures for new property. Efforts of GSA’s Property Management
and Disposal Service have contributed to the continued growth of these
programs and also resulted in an increased return on sales:
(1) Property put to further Federal use (acquisition cost) . _.._.._._..___
(2) Proceeds from sales of: |
(a) Personal property
(b) Real property -
(3) Rehabilitation of personal property and distribution of such prop-
erty through the GSA supply system (acquisition cost)

f. Automatic data processing sharing exchanges_______________________________

3. Through constant attention to improving our organization, making maximum use
of automatic data processing techniques, expansion of common services for use
by other agencies, and improvement of our operating procedures, we have made
savings which may be termed ‘‘administrative improvements” _________________

363.1
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952.0
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26.0
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31.0
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