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Department o f  Defense 

The Department of Defense generates funds 
from the sale of equipment for which there is 
no requirement for replacement in the De- 
partment's inventory. Receipts from sales are 
termed "free assets." This report identifies 
weaknesses in repofting and managing free 
asse ts  and makes recommendations for 
improving the Department's visibility and 
control over the generation of free assets and 
their application in reprograming. 
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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON. D.C. 20546 

B-183318 

The Honorable Melvin Price 
Chairman, Committee on Armed Services 
House of Representatives 

Dear Mr. Chairman: 

This is our report on free-asset amounts available to 
the Department of Defense. We made our review pursuant to 
your request of February 25,  1975. 

As agreed to by your Committee Counsel, we have obtained 
informal comments from the Department of Defense and have in- 
corporated those comments in the report. 

We invite your attention to the fact that this report 
contains recommendations to the Secretary of Defense, which 
are set forth on pages 18 and 25. As you know, section 236 of 
the Legislative Reorganization Act of 1970 requires the head 
of a Federal agency to submit a written statement on actions 
taken on our recornmendations to the House and Senate Commit- 
tees on Government Operations not later than 60 days after 
the date of the report and to the House and Senate Committees 
on Appropriations with the agency's first request for appro- 
priations made more than 60 days after the date of the report. 

We will be in touch with your office in the near future 
to arrange for release of the report so that the requirements 
of section 236 can be set in motion. 

Comptroller General 
of the United States 
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The Army has only l imi ted  con t ro l  over i ts  
f ree- asse t  genera t ions ,  because of problems 
concerning management of i ts  customer-order 
program i n  general .  Some of these  problems 
have impaired congressional overs ight  regard- 
i n g  t h e  appl ica t ion  of f r ee  a s s e t s .  (See pp. 
1 2  and 1 3 . )  T h e s e  problems include 

--the lack of Army v i s i b i l i t y  over the  genera- 
t i o n  and use of f r e e  a s s e t s  by commodity 
commands because report ing requirements a re .  
not enforced ( s e e  p. 12), 

--unreported generat ion and use of f r ee- asse t  
amounts a t  t h e  command l e v e l  ( s e e  p.  1 3 ) ,  
and 

-- inaccurate command records from which f ree-  
a s s e t  generat ions a r e  ca lcula ted  ( s e e  p.  1 5 . )  

- RECOMMENDATIONS -- 

GAO recommends t h a t ,  t o  improve f ree- asse t  
management w i t h i n  the  Department, t h e  Secre tary  
of Defense 

- - es tabl i sh  and enforce a standard c r i t e r i o n  t o  
which the se rv ices  should adhere i n  c l a s s i f y-  
ing t h e  s a l e s  of defense items a s  f ree- asse t  
s a l e s .  T h i s  c r i t e r i o n  should speci fy  the  time 
period fo r  replacing the  items sold and what 
c o n s t i t u t e s  replacement i n  kind. 

GAO recommends a l s o  t h a t  the  Secreta 'ry of D e-  
fense i n s t r u c t  t h e  Secretary of the  Army t o  

--enforce the  customer-order repor t ing  require-  
ments s e t  f o r t h  i n  Army Regulations 37- 120 
and 

- - ref ra in  from t h e  fu r the r  reprograming of f ree-  
a s s e t  amounts u n t i l  the records on which 
these  funds a r e  based have been p u r i f i e d  and 
cont ro l  over t h e  customer-order program has 
been es t ab l i shed .  

MATTERS FOR CONSIDERATION BY THE COMMITTEES 

GAO s u g g e s t s  t h a t ,  i n  l i g h t  of t h e  problems 
d i s c u s s e d  i n  t h i s  repor t  i n  es t imating the 
amount of f r e e  a s s e t s  t h a t  accrue to  t h e  
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COMPTROLLER GENERAL'S  
REPORT TO THE 
COMMITTEE ON ARMED S E R V I C E S  
HOUSE OF REPRESENTATIVES 

\ 

THE DEPARTMENT OF DEFENSE 
CAN IMPROVE I T S  FREE-ASSET 
MANAGEMENT 

D I G E S T  - - - - - -  
Free  asse ts  accrue t o  t h e  Department of D e-  
f e n s e  as  r e c e i p t s  from sales  of equipment  n o t  
r e q u i r i n g  i n- k i n d  i n v e n t o r y  rep lacement .  
The m a j o r i t y  of f r e e  assets  a c c r u e  from for-  
e i g n  m i l i t a r y  sales.  The Department g i v e s  t o  
t h e  Congress estimates of f r e e - a s s e t  f u n d s  
which are  used i n  t h e  budget  p r o c e s s  t o  par-  
t i a l l y  fund d e f e n s e  programs. 

Under t h i s  p rocedure  

- - free  assets r e a l i z e d  ( a s  e s t i m a t e d )  are used 
as  d i r e c t e d  i n  t h e  budget  (see p.  6 ) ;  

. - - f a i l u r e  of t h e  m i l i t a r y  d e p a r t m e n t s  t o  real-  
i z e  t h e  e s t i m a t e d  f r e e  assets  reduces  t h e  
amounts a v a i l a b l e  f o r  procurement  of equipment 
(see p .  6); and 

-- the s e r v i c e s  can ,  w i t h  c o n g r e s s i o n a l  o v e r s i g h t ,  
app ly  amounts r e a l i z e d  in  e x c e s s  of t h e  es t i-  
mates t o  other d e f e n s e  programs (see pp. 6 and 
7 . )  

H i s t o r i c a l l y ,  t h e  f r e e- a s s e t  estimates g i v e n  t o  
t h e  Congress have been l p w .  I f  i n i t i a l  e s t i-  
mates were c l o s e r  to  t h e  a c t u a l  amounts of t h e  
f r e e  assets r e a l i z e d ,  funds  i n i t i a l l y  appropri- 
a t e d  f o r  d e f e n s e  programs cou ld  be f u r t h e r  re- 
duced.  (See pp. 6 t o  8 . )  

A l m o s t  $1.1 b i l l i o n  i n  f r e e  assets were gen- 
erated i n  t h e  Depar tment ' s  procurement  a c c o u n t s  
d u r i n g  f i s c a l  y e a r s  1972-75; $66 m i l l i o n  addi-  
t i o n a l  in  free assets were g e n e r a t e d  i n  re- 
s e a r c h  and development a p p r o p r i a t i o n s  d u r i n g  
f i s c a l  years 1974- 75. Because t h e  Department 
h a s  n o t  provided t h e  m i l i t a r y  d e p a r t m e n t s  w i t h  
a s t a n d a r d  d e f i n i t i o n  of f r e e  assets ,  t h e  
s e r v i c e s  have developed t h e i r  own d e f i n i t i o n s .  
These d e f i n i t i o n s  v a r y  among t h e  m i l i t a r y  de- 
p a r t m e n t s  and,  among t h e  Army's commodity com- 
mands. (See pp. 19 and 2 0 . )  
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Department by s e l l i n g  defense a r t i c l e s  as well 
as t h e  lack of adequate system cont ro l  over 
these  proceeds, t h e  House and Senate Commit- 
t e e s  on Armed Services  and Appropriations con- 
s ide r  requi r ing  the Department to:  

1. Credit  proceeds from s a l e s  of inventory 
items which a r e  not t o  be replaced t o  the 
Treasury as  miscellaneous r e c e i p t s .  

2. Credit  t h e  proceeds over and above replace-  
ment c o s t s  t o  t h e  Treasury as  miscellane-  
ous r e c e i p t s  for  s a l e s  of inventory items 
which are t o  be replaced. This would s i m -  
p l i f y  accounting, provide better management 
cont ro l  by matching replacement c o s t s  w i t h  
revenues, and prevent t h e  Department from 
using f r e e  a s s e t s  for  unintended purposes. 

i i i  



Any recovered research and development c o s t s  a re  
c redi ted  to  research and development appropr ia t ions .  

DOD o f f i c i a l s  to ld  u s  t h a t  general guidance concerning 
f r e e  a s s e t s  was contained i n  t h e  DOD budget  guidance manual 
and tha t  it was understood w i t h i n  DOD t h a t  f r e e  a s s e t s  ac- 
c r  ue when 

--equipment is sold from inventory and no requirement 
e x i s t s  to  replace it and 

- - col lec t ions  a re  made of nonrecurring research ,  devel-  
.opment, tes t ,  and evaluat ion cos t s  included i n  the  
p r i c e  of items sold.  

According t o  DOD o f f i c i a l s  t h i s  i n t e r p r e t a t i o n  app l i e s  to  
equipment which has been found t o  be stocked i n  excess of  
i t s  authorized acqu i s i t ion  objec t ive .  The m i l i t a r y  se rv ices  
have defined f r e e  a s s e t s  on the bas i s  of the  DOD budget 
guidance manual and "general  understandings and p r a c t i c e s "  
tha t  have ex i s t ed  w i t h i n  DOD over the years .  Because t h i s  
guidance is genera l ,  d i f f e r e n t  i n t e r p r e t a t i o n s  a re  poss ib le ,  
and as a r e s u l t ,  t h e  se rv ices  do not have a uniform d e f i n i -  
t i o n  of f r e e  a s s e t s .  

ROLE OF FOREIGN MILITARY SALES 
I N  FREE-ASSET GENERATIONS 

The m i l i t a r y  departments sel l  many types of equipment, 
ranging from repai r  p a r t s  to  missile sys tems,  to  fore ign  
customers. Although immediate replacement of t h i s  equipment 
may not be requi red ,  much of it is a c t i v e l y  used  by the  U.S. 
Forces and may requi re  replacement i n  the fu tu re .  For ex- 
ample, the  Army Armament, Missi le ,  and Tank-Automotive Com- 
mands s e l l  s u c h  equipment systems as  self- propel led howitzers,  
t h e  Lance missile, l ight- tracked command-post c a r r i e r s ,  and 
f r o n t l i n e  ambulance t rucks.  

There has been an explosive increase i n  foreign m i l i t a r y  
s a l e s  i n  recent years ,  and there  a re  ind ica t ions  t h a t  such 
s a l e s  w i l l  continue to  increase a t  the present r a t e .  Foreign 
s a l e s  jumped from $ 3 . 3  b i l l i o n  i n  f i s c a l  year 1 9 7 2  t o  
$10.8  b i l l i o n  i n  f i s c a l  year 1 9 7 4 .  F isca l  year 1975 s a l e s  
t o t a l e d  $9.5 b i l l i o n .  T h i s  was an increase of almost 2 0 0  
percent over 4 f i s c a l  years .  The following char t  shows t h e  
rapid increase i n  foreign m i l i t a r y  s a l e s  offered and accepted 
under procurement appropr ia t ions  compared w i t h  funds appro- 
pr ia t ed  i n  support of U.S. d i r e c t  m i l i t a r y  procurement require-  
quirements. 

2 



CHAPTER 1 

INTROuUCTION 

I n  recent  reprograming reques ts  s u b m i t t e d  t o  the 
Congress, Department of Defense ( D O D )  o f f i c i a l s  r e fe r red  t o  
c e r t a i n  f u n d s  ava i l ab le  t o  t h e  Department under t h e  category 
" f r e e  a s s e t s . "  They defined f r e e  a s s e t s  as r e c e i p t s  from 
s a l e s  of equipment for which there  is no requirement for re-  
placement i n  k i n d  i n  DOD inventor ies .  However, they were 
unable to  provide s u f f i c i e n t  information regarding f r e e  
a s s e t s  to s a t i s f y  the  Chairman, House Armed Services  Com- 
mittee, and he asked t h a t  w e  review these funds. H e  spe- 
c i f i c a l l y  asked t h a t  we determine t h e  

- - to ta l  amount of f r e e  a s s e t s  a v a i l a b l e  to  DOD, 

--equipment s a l e s  from which f r e e  a s s e t s  had been de- 
rived or were an t i c ipa ted ,  

- - t ransac t ions  i n  which DOD had applied f r e e  a s s e t s  and 
the  amount so appl ied,  and 

--customers t o  which these items of equipment were sold. 

We obtained summary data  regarding f ree- asse t  genera-  
t i o n s  and app l i ca t ions  w i t h i n  the procurement and research 
and development appropr ia t ions  of t h e  m i l i t a r y  se rv ices  and, 
a s  the Committee Counsel agreed, d id  some d e t a i l e d  aud i t  
work a t  se l ec ted  Army commodity commands, to  i d e n t i f y  poten- 
t i a l  weaknesses i n  the way equipment s a l e s  were handled. W e  
se lec ted  t h e  Army Armament, Miss i le ,  and Tank-Automotive 
Commands for t h i s  work. W e  l imi ted  our work pr imar i ly  t o  
f iscal  year 1974  programed t ransac t ions .  

SOURCE OF FREE ASSETS 

Free a s s e t s  r e s u l t  from s a l e s  of m i l i t a r y  equipment be- 
tween the m i l i t a r y  se rv ices  and t o  U.S. Government agencies  
and foreign count r ies .  DOD o f f i c i a l s  sa id  foreign m i l i t a r y  
s a l e s  were the l a r g e s t  source of f ree- asse t  funds. The ma- 
j o r i t y  of f ree- asse t  funds t h e  m i l i t a r y  s e r v i c e s  generated 
accrued to  t h e  procurement appropr ia t ions  managed by t h e  
following subordinate commands. 

--The Army Mater iel  Command. 

--The Naval Mater ial  Command. 

--The Air Force Logis t ics  Command. 

1 



Compared w i t h  procurement l e v e l s  approved for the d i r e c t  
support of our own m i l i t a r y  services, foreign m i l i t a r y  s a l e s  
offered and accepted under procurement accounts jumped from 
11 percent i n  f i s c a l  year 1 9 7 2  t o  more than 26 percent i n  
f i s c a l  year 1 9 7 4 .  The increase was more dramatic i n  the 
Army's program. I n  f i s c a l  year 1 9 7 5  t h e  Army's fore ign  m i l -  
i t a r y  s a l e s  program of $2  b i l l i o n  almost equaled i t s  con- 
gress iona l ly  funded procurement program of $2.6  b i l l i o n .  
During f i s c a l  year 1975  t o t a l  s a l e s  a c t i v i t y  w i t h i n  Army pro- 
curement accounts, which included other foreign m i l i t a r y  
a s s i s t ance  and i n t e r s e r v i c e  s a l e s ,  t o t a l e d  $3.1 b i l l , i on ,  
which exceeded d i r e c t  procurement by $5 mi l l ion .  

Many of t h e  commodity command s a l e s  we reviewed were 
made t o  Middle East count r ies ,  such a s  I s r a e l ,  I r an ,  and 
Saudi Arabia. These s a l e s  accounted for l a r g e  f ree- asse t  
generat ions i n  f i s c a l  year 1 9 7 4 .  (See apps. I11 through V . )  

Free- asset generat ions i n  DOD procurement accounts for 
f i s c a l  years  1 9 7 2  through 1975  to ta l ed  approximately 
$1.1 b i l l i o n .  Free-asset f u n d s  accruing to  research and 
development appropr ia t ions  i n  f i s c a l  years 1 9 7 4  and 1975 t o-  
t a l ed  over $66 mi l l ion .  Free-asset generat ions and appl ica-  
t ions  i n  t h e  m i l i t a r y  procurement appropriat ions for  program 
years  1 9 7 2  through 1975  and i n  research and development ap- 
p r i a t i o n s  for  f i s c a l  years 1 9 7 4  and 1975  are  itemized i n  
appendixes I and 11. 

The Congress has used f r e e  a s s e t s  t o  reduce amounts 
i n i t i a l l y  appropriated for  defense programs. The m i l i t a r y  
departments have a l so  applied f r e e  a s s e t s ,  w i t h  committee 
oversight and approval, t o  augment funds for  operat ions and 
maintenance, t h e  Defense Stock Fund, and the C i v i l i a n  Health 
and Medical Program of the  Uniformed Services.  We reviewed 
t h e  Economy Act ( 3 1  U.S .C .  6 8 6 )  t o  determine whether f ree-  
a s s e t  amounts should be deposited i n  t h e  Treasury as M i s -  
cel laneous Receipts.  We concluded t h a t  f ree- asse t  f u n d s  
accruing t o  DOD from m i l i t a r y  a s s i s t ance  t r ansac t ions ,  i n -  
c l u d i n g  foreign m i l i t a r y  sales,  were not subjec t  to  the ac t .  

We a l so  reviewed t h e  Mutual Secur i ty  A c t s  of 1956 and 
1957, the Foreign Assistance Act of 1 9 6 1 ,  and the Foreign 
Mil i ta ry  Sales  Act of 1968,  as amended ( 2 2  U . S . C . ) ,  concern- 
i n g  t h e i r  provis ions governing the treatment of reimburse- 
ments. These reimbursements include amounts t h a t  accrue a s  
f ree- asse t  funds. 

I n  genera l ,  t h e  provis ions of t h i s  au thor iz ing  l e g i s-  
l a t i o n  seem to favor c r e d i t i n g  such reimbursements to  e i t h e r  
earning or cur rent  accounts. Therefore,  i n  the absence of 
contrary s t a t u t o r y  provis ions or l e g i s l a t i v e  h i s to ry ,  we 

4 



w 

20 

18 

16 

14 

12 

10 

8 

6 

4 

2 

0 

PROCUREMENT APPROPRIATION FOREIGN MILITARY SALES 
ANDDIRECTPROCUREMENT 

AS OF JUNE 30, 1975 BILLIONS OF DOLLARS 

I 18.7 

1.9 

18.5 

14.8 

4.1 

17.9 
I 

I I 4.6 

1973 1974 1915 
FISCAL YEARS 

U.S. DIRECT MIL ITARY PROCUREMENT APPROPRIATION FOREIGN M I L I T A R Y  
LEGEND PROCUREMENT SALES (EXCLUDING OTHER SALES) 



CHAPTER 2 

FREE ASSETS INCREASE DOD OBLIGATIONAL AUTHORITY 

The Congres s  u s e s  f r e e - a s s e t  estimates g i v e n  by t h e  
m i l i t a r y  d e p a r t m e n t s  i n  t h e i r  annua l  budget  s u b m i s s i o n s  t o  
d e t e r m i n e  t h e  o b l i g a t i o n a l  a u t h o r i t y  t o  be approved  f o r  de-  
f e n s e  programs i n  t h e  budget  y e a r .  H i s t o r i c a l l y ,  t h e  es t i-  
mates g i v e n  t o  t h e  Congres s  have been low. For example ,  t h e  
Army es t imated t o  t h e  Congress  t h a t  $35 m i l l i o n  i n  f r e e  as- 
se ts  would be g e n e r a t e d  from t h e  f i s c a l  y e a r  1974 budge ted  
program. For procurement  a c c o u n t s ,  t h i s  i n c l u d e s  t h e  budge t  
y e a r  1974 and t r a n s a c t i o n s  i n  t h e  2 s u c c e e d i n g  f i s c a l  y e a r s  
r e l a t e d  t o  t h e  1974 program. A s  o f  J u n e  30, 1975, f r e e  a s-  
sets accumula t ed  from t h e  1974 program t o t a l e d  a lmos t  
$117 m i l l i o n .  Major p o r t i o n s  of  t h e  $82 m i l l i o n  i n  excess 
o f  t h e  o r i g i n a l  estimate were used d u r i n g  t h e  program y e a r  
t o  i n c r e a s e  f u n d i n g  a v a i l a b l e  f o r  such  items as Chinook 
h e l i c o p t e r  m o d i f i c a t i o n s ;  f o r  t h e  Army t a n k  program; and f o r  
Defense  S tock  Fund d e f i c i t s  i n  t h e  p e t r o l e u m ,  o i l ,  and l u b r i -  
c a n t s  area. 

A l though  t h e  House and S e n a t e  Armed S e r v i c e s  and Appro- 
p r i a t i o n s  Committees have o v e r s i g h t  r e g a r d i n g  t h e  a p p l i c a t i o n  
of t h e s e  f u n d s ,  o r i g i n a l  estimates c l o s e r  t o  amounts ac- 
t u a l l y  g e n e r a t e d  would have g i v e n  t h e  Congress  more a c c u r a t e  
i n f o r m a t i o n  and might have i n f l u e n c e d  t h e  Congres s  t o  f u r t h e r  
r educe  a p p r o p r i a t e d  funds .  

I n  a d d i t i o n ,  t h e  Army's commodity commands are  gene r-  
a t i n g  and u s i n g  f r e e  assets w i t h o u t  t h e  knowledge of  Army 
h e a d q u a r t e r s  or t h e  Congress .  

ESTIPlATES PROVIDED THE CONGRESS ARE LOW 

The budget  f o r  d e f e n s e  programs is p r e p a r e d  and submi t-  
t e d  t o  t h e  Congres s  a n n u a l l y .  I n c l u d e d  w i t h  t h i s  b u d g e t  
a r e  estimates of  f r e e  assets t h a t  w i l l  accrue i n  t h a t  p ro-  
gram y e a r .  S i n c e  f r e e  assets w i l l  p r o v i d e  revenue  t o  DOD 
when t h e y  are r e a l i z e d ,  t h e  Congres s  i n c l u d e s  t h e s e  estimates 
as p a r t  o f  D O D ' s  o b l i g a t i o n a l  a u t h o r i t y  and r e d u c e s  t h e  f u n d s  
a c t u a l l y  a p p r o p r i a t e d  f o r  d e f e n s e  programs.  

The m i l i t a r y  d e p a r t m e n t s  use  t h e  free-asset g e n e r a t i o n s  I 
up to  t h e  amount of t h e  estimates i n i t i a l l y  g i v e n  t h e  Con- 
g r e s s ,  as c o n g r e s s i o n a l l y  d i r e c t e d  i n  t h e  b u d g e t .  

If a c t u a l  f r e e - a s s e t  g e n e r a t i o n s  f a l l  s h o r t  of  t h e  
budget  estimates,  o b l i g a t i o n a l  a u t h o r i t y  m u s t  be reduced  ac- 
c o r d i n g l y .  However, t h e  s e r v i c e s  c a n ,  w i t h  c o n g r e s s i o n a l  
o v e r s i g h t ,  use  t h e  amounts g e n e r a t e d  i n  excess of  t h e  
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c a n n o t  c h a l l e n g e  D O D ' s  u s e  of f r e e  a s s e t s ,  or such 
reimbursements  i n  g e n e r a l ,  t o  augment i t s  o b l i g a t i o n a l  au-  
t h o r i t y .  

Committee o v e r s i g h t  of f r e e - a s s e t  a p p l i c a t i o n s  is 
provided through t h e  formal  reprograming p r o c e s s .  However, 
w e  found weaknesses i n  t h e  Army's management of  f r e e  asse ts ,  
i n c l u d i n g  t h e  g e n e r a t i o n  and use of t h e s e  funds  w i t h o u t  con- 
g r e s s i o n a l  o v e r s i g h t .  ( S e e  ch. 2.  ) 

INSPECTOR GENERAL A U D I T  AGENCY REPORT 

The Army I n s p e c t o r  General  Audit  Agency h a s  r e c e n t l y  
completed an e x t e n s i v e  a u d i t  of t h e  Army M a t e r i e l  Command's 
s a l e s  program. T h i s  a u d i t  inc luded  a r ev iew of augmenta t ion  
and modern iza t ion  f u n d s  ( f r e e  assets) g e n e r a t e d  from t h e s e  
sales.  The Agency's  r e p o r t  g i v e s  a d d i t i o n a l  i n f o r m a t i o n  t h a t  
may be of i n t e r e s t  t o  t h e  Committee r e g a r d i n g  t h e  Army's man- 
agement of f r e e  assets.  

SCOPE OF REVIEW 

During our review w e  in te rv iewed  and o b t a i n e d  documents 
from o f f i c i a l s  o f  DOD and t h e  m i l i t a r y  depar tments .  We made 
our review a t :  

O f f i c e  of t h e  S e c r e t a r y  of Defense 
Defense S e c u r i t y  A s s i s t a n c e  Agency 
Headquar te r s  of t h e  : 

A i r  Force  
Navy 
Army 

Naval M a t e r i a l  Command, C r y s t a l  P l a z a ,  V i r g i n i a  
Army Materiel Command, A l e x a n d r i a ,  V i r g i n i a ,  and i t s  

Army Armament Command, Rock I s l a n d ,  I l l i n o i s  
Army Missile Command, H u n t s v i l l e ,  Alabama 
Army Tank-Automotive Command, Warren, Michigan 

subord  i n a t  e commands : 
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f r ee- asse t  generat ions t h a t  would accrue 6 t o  9 months i n  
the fu ture .  

Pr oc ur ement 

Free-Asset Generations 

Prosram Year 1975  

Original  Revised es t imate  
e s t ima te  shown i n  
p r ov i d  ed February 1 9  75 Actual 
i n  A u g u s t  budget submission generation 

1974  for  f i s c a l  year as of 

hearings (note  a )  (note  b )  Variance 
budget  1976 6-30-75 

Army $19 
Navy 5 

Force 29 
A i r  

$46 
5 

56 

c/$132 
- 18 

c/S86 
- 13 

67 11 

- a/Estimate can precede budget submission da te  by severa l  
months. 

- b/According t o  m i l i t a r y  department records.  

- c/Excludes amounts used a t  commodity commands. 

s ional  overs ight ,  as explained below, low es t imates  i n  t h e  
budget s u b m i s s i o n s  have, i n  e f f e c t ,  given DOD a major source 
of f u n d s  i n  addi t ion  t o  the amounts appropriated by t h e  Con- 
gress .  

Although t h e  use of these funds is subjec t  to  congres- 

REQUIREMENTS REGARDING THE 
APPLICATION OF FREE ASSETS 

The uses of f r ee  a s s e t s  are subjec t  to  r e s t r i c t i o n s ,  
l i m i t a t i o n s ,  and approvals w i t h i n  DOD and the  Congress. All 
proposed uses of these funds a re  subjec t  to  review and ap- 
proval by t h e  m i l i t a r y  departments'  headquarters and by DOD. 
Congressional approval may a l s o  be required,  depending on the 
proposed app l i ca t ion  of t h e  f u n d s  and t h e  amounts involved. 
The House and Senate Armed Services  and Appropriations Com- 
mittees m u s t  approve, i n  advance, a l l  reprograming a c t i o n s  
involving the appl ica t ion  of f u n d s ,  i r r e s p e c t i v e  of amount, 
for 
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estimates t o  i n c r e a s e  f u n d s  a v a i l a b l e  f o r  o t h e r  ongo ing  
p rog rams  . 

Free-asset est imates a r e  b a s e d  on (1) i n f o r m a t i o n  from 
DOD c o n c e r n i n g  sa les  c u r r e n t l y  i n  n e g o t i a t i o n ,  ( 2 )  i n d i c a -  
t i o n s  o f  items f o r e i g n  c o u n t r i e s  have  e x p r e s s e d  i n t e r e s t  i n  
p u r c h a s i n g ,  and ( 3 )  l e t t e r s  o f  o f f e r  t o  se l l  t h a t  have  n o t  
y e t  been  a c c e p t e d  by f o r e i g n  c o u n t r i e s .  

g r e s s  w i t h  t h e  a c t u a l  g e n e r a t i o n s  r e a l i z e d  i n  t h e  m i l i t a r y  
d e p a r t m e n t s '  p r o c u r e m e n t  a c c o u n t s  f o r  program y e a r s  1972  
t h r o u g h  1975  as of J u n e  3 0 ,  1 9 7 5 ,  r e v e a l s  t h a t  t h e s e  est i-  
mates have  been  c o n s i s t e n t l y  l o w ,  as i n d i c a t e d  i n  t h e  f o l -  
l o w i n g  c h a r t .  

A compar i son  of t h e  i n i t i a l  estimates g i v e n  t o  t h e  Con- 

P r o c u r e m e n t  

F r e e- A s s e t  G e n e r a t i o n s  - 
--- 

- 
Program year _______ - - ---- - -_ - --------- 

1974  1 9 7 5  1972  -- I_--- 1 9 7 3  ( n o t e - a y  --I_ 

S e r v-  E s t i -  A c-  E s t i -  Ac-  E s t i -  Ac-  E s t i -  Ac-  
t u a l  mate t u a l  mate -- t u a l  mate -- t u ~ ~ &  mate -- - -  ice __ 

- b/$99 $35  b/$117 $19 5 /$132  
- 59 25 73  5 1 8  

67 - 118 26 

- Army $100 b/S138 
Navy 20 69 
A i r  

92  - 29 - 101 -- -- ___ - -- 30 - F o r c e  

T o t a l  $150 $299 -- $276 $86 - $291  - $53 $217 - 

- a/Free-asset est imates were n o t  i n c l u d e d  i n  FY 1 9 7 3  b u d g e t  
p r e s e n t a t i o n s .  

- b / E x c l u d e s  amounts  u sed  a t  commodity commands. 

S i n c e  t h e  C o n g r e s s  u s e s  f r e e - a s s e t  estimates t o  r e d u c e  
a p p r o p r i a t e d  f u n d s  and s i n c e  f a i l u r e  t o  meet t h e  estimates 
c a n  r e s u l t  i n  r e d u c t i o n  o f  t h e  d i r ec t  p rog ram,  t h e  m i l i t a r y  
d e p a r t m e n t s  t e n d  t o  b e  c o n s e r v a t i v e  i n  t h e i r  est imates.  The 
system e n c o u r a g e s  t h e  u s e  of low estimates, b e c a u s e  f r e e  as- 
sets  g e n e r a t e d  i n  e x c e s s  of t h e  estimate c a n  be r ep rog ramed  
t o  s u p p l e m e n t  t h e  f u n d i n g  of o t h e r  p r o g r a m s .  ( S e e  app. I . )  
I n i t i a l  estimates a r e  changed  a s  more d e f i n i t e  i n f o r m a t i o n  
becomes a v a i l a b l e  d u r i n g  t h e  f i s c a l  year .  T h e s e  c h a n g e s  a re  
shown i n  s u b s e q u e n t  b u d g e t  p r e s e n t a t i o n s .  However, we  f ound  
t h a t  t h e  c h a n g e s  made t o  t h e  estimate d i d  n o t  show t h e  a c t u a l  
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reprogramings, including those below t h e  threshold ,  a re  re-  
ported to the  Committees semiannually i n  DOD’s “Report of 
Programs.” 

W e  s e l e c t i v e l y  reviewed several  reprograming ac t ions  
and confirmed t h a t  DOD was following the e s t ab l i shed  c r i t e -  
r i a  for  these reprogramings. However, a s  discussed l a t e r  i n  
t h i s  chapter and i n  chapter 3 ,  Army commodity commands a r e  
u s i n g  f r e e  a s s e t s  over which ne i ther  Army headquarters nor 
the Congress have oversight.  

ALLOCATION OF FREE-ASSET ASSESSMENTS 
W I T H I N  THE ARMY 

To meet t h e  f ree- asse t  es t imates  shown i n  the budget 
submission to  t h e  Congress, Army headquarters assesses  t h e  
f r ee- asse t  amounts t h a t  m u s t  be generated i n  each procure- 
ment appropr ia t ion .  Upon rece ip t  of these amounts from Army 
headquarters ,  the Army Materiel Command a l l o c a t e s  and l e v i e s ,  
by appropr ia t ion ,  the f ree- asse t  amount t o  be generated by 
each commodity command. According t o  Army o f f i c i a l s ,  t h e  
f ree- asse t  assessments levied on t h e  commands are  a l loca ted  
on t h e  b a s i s  of the individual  command’s past  a b i l i t y  to  
generate f r e e  a s se t s .  Army o f f i c i a l s  do not contact  the com- 
mands when making f ree- asse t  es t imates ,  and t h e  commands 
have no input in to  the assessment determination. 

W e  found t h a t  t h e  Army had levied f ree- asse t  assessments 
on i t s  commodity commands i n  addi t ion t o  those i n i t i a l l y  e s t i -  
mated to  the Congress for t h e  f i s c a l  year 1975  program. For 
the program year 1975 (budge t  year 1975 and program transac-  
t i o n s  i n  2 succeeding f i s c a l  y e a r s ) ,  the Army gave the Con- 
gress  an i n i t i a l  f rqe-asset  es t imate of $ 1 9  mi l l ion  from pro- 
curement appropriat ions.  However, i n  a February 25, 1 9 7 5 ,  mes- 
sage, t h e  Army Materiel  Command a l loca ted  addi t ional  f r ee- asse t  
assessments of $27.4 mil l ion  t o  t h e  commodity commands. The 
message sa id  t h a t  f a i l u r e  to  meet the t o t a l  assessment would  
r e s u l t  i n  a reduction i n  the Army’s f i s c a l  year 1 9 7 5  program. 
The o r i g i n a l  and addi t ional  assessments were as follows: 

Commodity Original  Additional 
command assessment assessment Total  

-------------- (millions)--------------- 

Aviation $ 4.0 
Missile 5.0 
Armament 4.0 
Tan k- Aut  omot ive  3.0 
Electron ic 1.0 

$ 5.0 $ 9 .0  
5.4 10.4 

14.5 18.5 
2.5 5.5 
- 1.0 
- 2.0 - - 2.0 - Troop Support 

$27.4 - $46.4 - 



--items or a c t i v i t i e s  fo r  which s p e c i f i c  reduct ions  i n  
t h e  amounts o r i g i n a l l y  requested were made by t h e  
Congress ; 

-- increases i n  the procurement quan t i ty  of an i n d i v i d -  
ual a i r c r a f t ,  miss i l e ,  naval vessel ,  tracked combat 
veh ic le ,  other weapon or torpedo, and r e l a t e d  support 
equipment for  which f u n d s  a re  authorized under the an- 
nual au thor iza t ion  appropr ia t ions  for  t h e  Armed Forces;  

--items of spec ia l  i n t e r e s t  to  one or more committees; 
and 

--items i n  a f i s c a l  year approved program when t h e  funds 
to  be applied o r i g i n a t e  from a p r io r  f i s c a l  y e a r ' s  
approved program resources.  (Shipbui lding and Con- 
vers ion ,  Navy, FY 1 9 7 1  and p r i o r  only . )  

The committees mus t  be n o t i f i e d  of c e r t a i n  dol lar- value 
reprograming ac t ions ,  s i n g l e  or cumulative, t h a t  r ep resen t ,  
fo r  example : 

--An increase of $5 mi l l ion  or more i n  a budget a c t i v i t y  
i n  the  m i l i t a r y  personnel appropr ia t ions  or t h e  opera- 
t i o n  and maintenance appropr ia t ions .  

--An increase of $ 5  mil l ion  or more i n  a procurement l i n e  
item. 

--An increase of $2 m i l l i o n  or more i n  any program ele- 
ment  i n  an appropriat ion for  research ,  development, 
t e s t ,  and evalua t ion ,  including t h e  addi t ion  of a new 
program element of $2 mi l l ion  or more or t h e  add i t ion  
of a new program element, the cos t  of which  is esti-  
mated to  be $10  mi l l ion  or more w i t h i n  a 3-year pe- 
r iod .  

--Below-threshold ac t ions  not otherwise requi r ing  p r io r  
approval to  new programs or l i n e  items which w i l l  re- 
s u l t  i n  l a rge  follow-on c o s t s  or wh ich ,  when combined 
w i t h  amounts a lready reprogramed under t h e  threshold  
amount , would cumulatively equal or exceed t h e  thres-  
hold amount. 

The Committees may approve or disapprove a n o t i f i c a t i o n-  
type reprograming act ion w i t h i n  15 days a f t e r  n o t i f i c a t i o n  
is received. I f  t h e  Committees do not comment w i t h i n  1 5  
days, DOD assumes the act ion was approved and can reprogram 
t h e  f u n d s .  

A spec ia l  report  is submitted t o  the Committees quar- 
t e r l y ,  to provide oversight  on a l l  new programs or l i n e  items 
i n i t i a t e d  during t h e  preceding quar t e r .  I n  add i t ion ,  a l l  
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The Army considers  a l l  d i f f e rences  between t h e  t o t a l  
do l l a r  amount of customer orders  received and the amounts 
required for  restock or procurement i n  support of those or- 
ders  as  f r e e  a s se t s .  

The p r i ce  to  customers includes nonrecurring c o s t s ,  
such as past  production engineering c o s t s ,  r e l a t e d  to  t h e  
i tems sold.  Some items of equipment sold may not requi re  
immediate replacement, and the t o t a l  r e c e i p t s  earned fo r  
these items a re  considered f r e e  a s s e t s .  For items s o l d  re- 
qui r ing  replacement, nonrecurring cos t s  c o l l e c t e d ,  represent-  
i n g  the d i f fe rence  between t h e  s e l l i n g  p r i ces  charged for t h e  
items s o l d  and the amounts required to  restock or procure 
these items, a re  considered "generated" f r e e  a s s e t s .  

Reporting d e f i c i e n c i e s  

Army Regulations 37- 120 requi res  the commodity commands 
to  report  customer-order program s a l e s  through the  Procure- 
ment of Equipment and Miss i les ,  Army Management Accounting 
and Reporting System. We have not approved t h e  System design,  
and it is  not i n c l u d e d  i n  t h e  Department of Defense's  June 30, 
1975 ,  inventory of accounting sys t ems  subject  to  our approval. 
We suggest t h a t  Army o f f i c i a l s  determine, a f t e r  consul ta t ion  
w i t h  Off ice of t h e  Secretary of Defense (Comptrol ler)  and u s ,  
i f  the system design is subjec t  t o  approval by the Comptroller 
General pursuant to  the Budget and Accounting Procedures Act 
of 1950 (31  U.S.C. 6 6 ) .  I f  the system design is subjec t  t o  
approval,  it should be included on the next update of t h e  i n-  
ventory of DOD accounting systems and scheduled for submission 
to  u s .  

Under t h i s  system each commodity command m u s t  prepare 
a monthly report  of t h e  d o l l a r  value of customer orders  re-  
ceived and t h e  estimated amounts needed t o  support these orders  
and furn ish  information on individual  orders  as  t h e y  occur,  
broken out by de ta i l ed  t r ansac t ions  for  each item, including 
t h e  amount the  items would s e l l  f o r ,  amounts estimated to  be 
required i n  support of those item s a l e s ,  and generated 
f ree  a s s e t s  accumulating from individual  t r ansac t ions .  

Army headquarters receives information on a month ly  ba- 
sis on t o t a l  customer orders  received a t  the commodity com- 
mands. However, headquarters does not receive d e t a i l e d  i n-  
formation regarding individual  t r ansac t ions .  The information 
regarding individual  t r ansac t ions  would give Army headquar- 
t e r s  a good oversight  of the f r ee  a s s e t s  being rea l i zed .  The 
commodity commands give t h i s  d e t a i l e d  information to  t h e  
Army Mater iel  Command i n  the form of computer cards ;  however, 
t h e  Army Materiel  Command does not prepare a repor t  nor pro- 
v i d e  information t o  Army headquarters regarding f ree- asse t  
amounts generated from replacement-type s a l e s  u n t i l  f i s c a l  
yearend. 
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A s  shown on page 8 ,  the commodity commands exceeded the 
$46.4 level by $ 8 6  million. 

Generally, the commands we reviewed had no trouble in 
generating enough free assets to meet the assessments the 
Army had imposed. 

Fiscal year 1974 sales transactions for the three com- 
modity commands we reviewed, including the items sold, free- 
asset generations accruing from the transactions, and the 
customers to whom the items were sold, are shown in ap- 
pendixes I11 through V. 

NOT ALL FREE ASSETS ARE REPORTED 
TO ARMY --- HEADQUARTERS 
- -- --------- 

Armv Drocedures 

On the basis of DOD projections of expected sales, the 
Congress authorizes DOD to incur obligations and spend funds 
in support of the customer sales program on a reimbursable 
basis. The authorization established for DOD is allocated 
to the military services by appropriation. 

Within the Army the customer sales program is the level 
of authorized expenditures that can be made in support of 
customer orders on a funded, reimbursable basis. However, 
no supply action can take place on these orders until fund- 
ing authority is received for the program. Funding author- 
ity is the dollar amounts authorized and available to support 
customer-order supply actions. 

The major portion of customer program and funding author- 
ity is released quarterly through the Army Materiel Command 
to its subordinate commodity commands on the basis of the 
orders each command estimates it will receive. Although re- 
leased to the commands in advance, the funding authority 
can be used only to support customer orders actually re- 
ceived at the commodity commands. 

As customer orders are received at the commands, their 
dollar amounts are recorded and the customer program is 
charged amounts equal to the amounts estimated to be required 
to (1) replenish the Army's stock, if the order was supplied 
from stock, or (2) procure the item for the customer, if the 
order was to be supplied directly from procurement. Since 
no stock replenishment or procurement actions are required 
when items of equipment are s o l d  from stock not requiring 
replacement, no customer program is charged for these sales. 
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quantities sold when sales receipts were required to be 
split between the operations and maintenance and the pro- 
curement appropriations. 

Two examples of when free assets were used at the Army 
Armament Command follow. 

BUY- 
Customer- back Customer- Buy- Free 

cost used quantity tity value 
order quan- order back assets 

.- -_ --- 

(millions)------- ------ 

Howitzer, MllO 8 
inch, self- 
propelled 24 24 $5.0 $6.2 $1.2 

155-mm. projectile 
ME 107 91,080 75,150 4.9 5.1 .2 

The total amount of free assets used at the Army Arma- 
ment Command could not be readily determined, because custo- 
mer orders on which free assets had been applied were not 
separately identified. A review of individual sales transac- 
tions would have to be made to determine the actual amount of 
free-asset funds the command used. 

Similarly, we found that the Army Missile Command used 
$ 5  million in free assets during fiscal year 1974 to repur- 
chase quantities of items it could not initially replace be- 
cause of a fund shortage caused by splitting the receipts 
between the operations and maintenance and the procurement 
appropriations. 

The lack of awareness regarding free-asset use by the 
commands for inventory replacement can result in funding 
problems for Army headquarters. For example, in fiscal year 
1975 the Army Missile Command could not meet the Army head- 
quarters increased free-asset assessment of $10.4 million 
which the Army had already reprogramed. Although the command 
had generated $12.6 million through March 1975 from sales of 
major items without replacement, it had already used $9.7 mil- 
lion of these funds for procuring spare and repair parts. An 
Army Materiel Command message indicated that, since the 
free-asset assessment had been included in Army obligational 
authority, failure to meet the assessment would have to be 
compensated for by a reduction in the Army Missile Command’s 
direct Army program. 

The Army prestocks spare and repair parts in anticipa- 
tion of demand, to avoid problems associated with long 
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Instead the Army Materiel Command provides Army head- 
quarters with free-asset amounts obtained from sales of 
equipment without replacement. Army headquarters uses these 
amounts for reprograming purposes until fiscal yearend. At 
fiscal yearend t h e  Army Materiel Command sends Army headquar- 
ters a report of the customer order program showing, by ap- 
propriation, total funds required to support customer or- 
ders. However, the required-funds figure includes amounts 
the commands used, without headquarters knowledge, to buy 
back the same quantities of items sold when reimbursements 
from customer orders are insufficient to do so. Army head- 
quarters subtracts the total funds required from the total 
customer orders received, to determine the total free-asset 
funds available at fiscal yearend. Consequently, Army head- 
quarters is aware of only free assets generated and unused 
by the commands, as discussed in the following section. 

Generating free assets in excess of the assessments 
levied by Army headquarters allows the commodity commands to 
apply these funds for other requirements without headquarters 
knowledge. Without information on an item-transaction basis, 
Army headquarters does not know the true amounts of free as- 
sets that accrue. 

Use of free assets by the commands 
-__I 

Army policy requires that the operations and maintenance 
appropriation be reimbursed for overhaul, renovation, or re- 
pair work on items later sold to non-Army customers. In im- 
plementing this policy, the Army Materiel Command notified 
its commodity commands that sales receipts for all items 
supplied to customers from depot stocks were to be split, 
according to a predetermined percentage for each command, 
between the operations and maintenance and the procurement 
appropriations. 

Since only procurement funds can be used to buy back 
the items sold from Army inventories, the Army Materiel Com- 
mand allows its commodity commands to use free assets gener- 
ated in the procurement accounts to cover the fund shortage. 
The Congress does not have oversight regarding funds used in 
this manner, because this use is not subject to the standard 
reprograming procedures, approvals, or dollar limitations 
discussed on pages 8 to 10. We found that the Army Arma- 
ment Command had been able to use free assets of at least 
$49 million to offset shortages in the 1974 ammunitions ap- 
propriation without headquarters knowledge or approval. In 
addition, the command used an unknown and unreported amount 
of free assets to offset losses on individual transactions. 
The Army Armament Command used free assets to overcome price 
increases not recovered from customers and to buy back full 
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procurement leadtimes for these items. The Secre ta ry  of 
Defense sets and approves a leve l  of spare and repai r  p a r t s  
s a l e s  a c t i v i t y .  O f f i c i a l s  i n  t h e  Off ice of t h e  Sec re ta ry  of 
Defense sa id  t h a t  t h i s  l eve l  was an est imate e s t ab l i shed  fo r  
cont ro l  purposes but was considered f l e x i b l e  i f  the m i l i t a r y  
departments receive orders  i n  excess of pro jec ted  amounts. 
However, it is Army  pol icy  to  c l a s s i f y  a l l  s a l e s  of spare 
and repai r  p a r t s  as f ree- asset  s a l e s ,  once the  l eve l  the  
Secre tary  of Defense approved for t h e  s a l e  of these items 
has been reached. Army pol icy a l so  requ i res  t h a t  a l l  re-  
c e i p t s  from sales of t h e s e  items be s p l i t  between t h e  opera- 
t i o n s  and maintenance and the procurement appropr ia t ions .  
Accordingly, procurement funds ava i l ab le  for  the resupply 
of these items a re  cont inual ly  reduced by these two p o l i c i e s ,  
and item managers m u s t  u s e  f r e e  a s s e t s  t o  buy back i tems up 
to t h e i r  inventory l eve l s .  

Inaccurate  records 

The  Army Materiel  Command and i ts  subordinate commodity 
commands sa id  t h a t  the data  i n  commodity command r e p o r t s  
concerning individual  customer-order t r a n s a c t i o n s  was inaccu- 
r a t e  and t h a t ,  i f  t ha t  information were submitted as re-  
quired (see  p. 1 2 ) ,  it would give Army headquarters  errone- 
oas information. 

Inaccurate  information obtained from the Army Electron-  
i c s  Command's customer-order program r e p o r t s  caused t h e  
Army t o  overobl igate  i ts  f i s c a l  year 1 9 7 2  "Other Procure- 
ment" appropriat ion by some $40.2  mi l l ion  as  of J u n e  3 0 ,  
1 9 7 4 .  A 1974  Army Materiel  Command inves t iga t ion  indica ted  
t h a t  t h e  Army  Elec t ronics  Command r e p o r t s  had overs ta ted  
customer orders  by some $47 mi l l ion .  The Army depended on 
information obtained from these r e p o r t s  to  c a l c u l a t e  t h e  
amount of f r ee  a s s e t s  ava i l ab le  to  fund other programs. 
Upon discovering t h a t  the r epor t s  were i n  e r r o r ,  o b l i g a t i o n a l  
a u t h o r i t y  was reduced and t h e  overobl igat ion occurred. 

T h i s  matter was the subject  of a GAO r e p o r t  (B- 132900,  
Sept ,  8 ,  1975) t o  the Chairman, House Appropriat ions Commit- 
tee. The Chairman a l s o  has asked t h a t ,  among other  th ings ,  
w e  evaluate  t h e  co r rec t ive  ac t ion  t h e  Army is taking t o  pre- 
vent fu tu re  over ob1 i g a t  ions. 

Accounting e r r o r s  made when recording t h e  d i v i s i o n  of 
r e c e i p t s  between t h e  opera t ions  and maintenance and t h e  pro- 
curemen t  appropr ia t ions  have a l s o  impaired t h e  accuracy of 
commodity command records,  These records provide the infor-  
mation used to  determine f ree- asse t  balances a v a i l a b l e  for 
reprograming. These e r r o r s  have resu l t ed  pr imar i ly  from 
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--incorrect application of the codes for splitting the 
receipts between the operations and maintenance and 
the procurement appropriations to the billing initiator 
cards and 

--confusion resulting from conflicting instructions 
from Army headquarters and the Army Materiel Command 
regarding the applicability of splitting the re- 
ceipts between the appropriations. 

Several item managers at the Army Tank-Automotive Com- 
mand told us that, if items shipped from stock were new, the 
receipts would not have been split between the appropria- 
tions. Consequently stock transactions have been rsutinely 
recorded at 100 percent of the customer-order value rather 
than at the lesser percentage required by the policy of 
splitting receipts between the operations and maintenance and 
the procurement appropriations. In effect, the total sales re- 
ceipts from these orders were recorded as available for re- 
procurement, although, upon billing, procurement will ac- 
tually be reimbursed for a lesser amount. 

For example, one completed order in our sample showed 
that procurement actually received $879,840 less than t h e  
amount recorded in the customer-order records as the procure- 
ment appropriation's share of the reimbursement. The order 
had been recorded at its full $1.3 million value, but, upon 
billing, the requirement to split the receipts between the 
operations and maintenance and the procurement appropriations 
was noted, Consequently only 35 percent of the funds were reim- 
bursed to the procurement appropriation and the remainder was 
reimbursed to the operations and maintenance appropriation. 

Army Tank-Automotive Command officials said that a 
customer-order reconciliation in process indicated that a 
high percentage of orders for spare and repair parts had been 
recorded in the command records at 100 percent of customer- 
order value, rather than at the applicable procurement per- 
centage that should have been charged in accordance with Army 
regulations. Although we did not make a detailed review of 
these orders, comptroller personnel at the command estimated 
that as high as 85  percent of the $ 4 3 . 3  million in orders for 
spare and repair parts might not have been prorated according 
to the predetermined percentages. 

AGENCY - ACTION 

The Army is strengthening its control over the customer- 
order program. The Army Chief of Staff has established the 
Army Customer Order Steering Committee to review and modify 
all aspects of the accounting for and administration of cus- 
tomer orders. 
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Since our review, the Army has modified its policy of 
splitting receipts between the operations and maintenance 
and the procurement appropriations. Effective with fiscal 
year 1976, the receipts from the sales of major items are t o  
be split only when overhaul, renovation, or repair costs can 
be specifically identified to the sales transaction. The modi- 
fied policy does not apply to sales of spare and repair parts. 

The Army Materiel Command and the commodity commands 
have recognized the billing problems associated with split- 
ting receipts between the operations and maintenance and the 
procurement appropriations and are taking corrective actions. 
The commands are also reconciling their customer-order pro- 
grams. 

In October 1975 Army Regulations 37-120 was revised to 
restrict all free-asset use to Army headquarters. Therefore 
we are making no recommendation on this matter at this time. 
However, until the reporting requirements set forth in this 
regulation are enforced, the Army will lack the visibility 
necessary to insure that the commands are complying with the 
regulation. 

CONCLUSIONS 

We recognize that, by its nature, estimating is impre- 
cise, and we understand the hesitancy of military departments 
to submit estimates that, by being overly optimistic, might 
jeopardize direct congressional funding. However, DOD has 
had an opportunity to gain experience with the customer sales 
program. If original estimates were improved to more closely 
reflect the free assets that will ultimately accrue, the Con- 
gress would have better information .on which to determine 
funding requirements for new programs. 

Failure to enforce the reporting requirements contained 
in Army Regulations 37-120 denies Army headquarters visibil- 
ity and control over all free-asset generations. As a result, 
Army headquarters free-asset figures represent free-asset gen- 
erations available less amounts used at the command level. 
Also the Congress has no oversight of the free-asset amounts 
used by the commands. 

Commodity command records are inaccurate. These records 
are the basis on which free-asset calculations are made. 
The Army commodity commands are engaged in a massive effort 
to reconcile customer-order program records. As this recon- 
ciliation continues, other overobligations, such as the one 
at the Army Electronics Command, could surface. We therefore 
feel that the Army would be prudent in suspending further 
free-asset reprogramings until it has established firm 
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con t ro l  over its customer-order program and u n t i l  t h e  records 
upon which f ree- asse t  ca lcu la t ions  are  based have been recon- 
c i l e d .  Once t h i s  has been done, commodity command input 
could g i v e  Army headquarters accurate customer-order informa- 
t i o n  for  u s e  i n  es t imating f r e e  a s s e t s .  

RECOMMENDATIONS 

We recommend tha t  the Secre tary  of Defense i n s t r u c t  t h e  
Secretary of t h e  Army to 

--enforce repor t ing  requirements as s e t  fo r th  i n  Army 
Regulations 37-120 and 

- - ref ra in  from fu r the r  reprograming of f ree- asse t  
amounts u n t i l  the command records on which these f u n d s  
a r e  based have been pur i f ied  and cont ro l  over the 
customer -order program has been est  ab1 i shed .  
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DOD NEEDS A STANDARD DEFINITION OF FREE ASSETS ------ --I_---------- - ------ 
Each of the military departments defines free assets 

differently. The military departments have been allowed a 
wide latitude in determining the sales amounts they will 
classify as free assets, because there is no standard DOD 
definition that the services can use in classifying free- 
asset sales. A liberal definition allows more sales re- 
ceipts to be included as free assets and provides more 
funds to DOD for funding other programs. A more restrictive 
definition would retain more of these receipts in procure- 
ment accounts. 

DEFINITIONS OF FREE ASSETS 
VZEA~~ONG - THE MILITARY-DEPARTMENTS -___ 

The military departments' definitions of free assets 
vary regarding the need to use sales proceeds to replace 
equipment which is sold and for which there is no inmediate 
requirement. The more latitude in the definition, to provide 
only for immediate replacement requirements, the more sales 
proceeds available for reprograming. For example, volume 1, 
Air Force Manual 172-1, dated August 28, 1972, defines free 
assets as "reimbursable collections fol: items furnished from 
existing stocks for which concurrent replacement will not be 
made in kind." Air Force officials said that "concurrent re- 
placement" meant replacement within 90 days. 

Volume 7 of the Navy's Comptroller Manual, dated August 
1973, defines free assets as "the revenues derived from the 
sale of material which does not 'require replacement in kind." 
However, the Navy considers receipts from all items sold that 
are not designated for replacement in kind within the fiscal 
year of the sales to be free assets. 

In Army Regulations 37-120, which uses the terms "aug- 
mentation and modernization funds" and "free assets" synony- 
mously, "augmentation and modernization" is defined as: 

"The difference between all current cost to PEMA 
[Procurement of Equipment and Missiles, Army] re- 
lated to providing the item to the customer and 
that portion of the selling price of the end item 
ultimately earned and credited to PEMA. This in- 
cludes, for example, the full amounts earned on 
sales from stock and/or Government furnished prop- 
perty withdrawn from existing inventories for use 
without replacement." 
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The Army d o e s  n o t  s t i p u l a t e  t h e  time frame t o  be  c o n s i d e r e d  
i n  d e t e r m i n i n g  whe the r  a n  item is t o  be r e p l a c e d  and d o e s  
n o t  s p e c i f y  whe the r  " r e p l a c e m e n t "  i s  t o  be  n a r r o w l y  i n t e r -  
p r e t e d  t o  i n c l u d e  o n l y  r e p l a c e m e n t  o f  t h e  same i t e m .  Army 
o f f i c i a l s  s a i d  t h a t  r e p l a c e m e n t  i n  k i n d  w i t h i n  t h e  Army 
f o l l o w e d  DOD g u i d a n c e  which l i m i t e d  such  r e p l a c e m e n t  t o  t h e  
same model ,  se r ies ,  and t y p e  as  t h e  i t e m  t h a t  was s o l d .  F u r-  
t h e r ,  t h e  Army d e f i n i t i o n  i n c l u d e s  f u n d s  c o l l e c t e d  i n  e x c e s s  
o f  r e p l a c e m e n t  c o s t s .  These  f u n d s  a r e  n o t  i n c l u d e d  as f r e e  
asse ts  i n  t h e  A i r  Force and Navy d e f i n i t i o n s .  Volume 7 of  t h e  
N a v y ' s  Comptroller  Manual s p e c i f i c a l l y  e x c l u d e s  t h e s e  f u n d s  
from c o n s i d e r a t i o n  a s  f r e e  assets. S i m i l a r l y ,  Air F o r c e  o f-  
f i c i a l s  t o l d  u s  t h a t  t h e s e  amounts a r e  e x c l u d e d  from t h e i r  
f ree- asset  g e n e r a t i o n s .  However, s i n c e  ou r  d e t a i l e d  work 
was l i m i t e d  p r i m a r i l y  t o  t h e  Army, w e  d i d  n o t  r e v i e w  t h e  
a c t u a l  t r e a t m e n t  of t h e s e  amounts by t h e  o ther  t w o  m i l i t a r y  
d e p a r t m e n t s  t o  d e t e r m i n e  whether  t h e y  f o l l o w e d  s imi la r  p r a c-  
t i c e s .  

Thus t h e  Army i n c l u d e s  amounts  n o t  c l e a r l y  s a n c t i o n e d  
by t h e  free- asset  d e f i n i t i o n ,  g i v e n  t o  t h e  C o n g r e s s  by DOD 
d u r i n g  r e p r o g r a m i n g  h e a r i n g s ,  which d e s c r i b e d  f r ee  assets as 
t h e  receipts from sales  of  equipment  f o r  which t h e r e  is no 
r e q u i r e m e n t  f o r  r e p l a c e m e n t  i n  k ind  i n  t h e  DOD i n v e n t o r i e s  
and which v a r i e d  f rom t h e  o t h e r  d e p a r t m e n t s '  d e f i n i t i o n s .  
F u r t h e r m o r e  t h e  Army c o n s i d e r s  t h e  r e c e i p t s  f rom spare- parts 
and repai r- par ts  o r d e r s  a c c e p t e d  above  app roved  customer 
program l i m i t s  f o r  t h o s e  items t o  be  f r e e  assets,  even  though  
s u b s e q u e n t  r e p l a c e m e n t  t h r o u g h  normal  i n v e n t o r y  r e p l e n i s h -  
ment may be  r e q u i r e d ,  a s  d i s c u s s e d  on page  2 4 .  

DEFINITIONS OF FREE ASSETS 
VARY AMONGARMYCOMMODITY COMMANDS REVIEWED 
--_-_-l_--_-_I-_____- 

The s a l e s  c l a s s i f i c a t i o n  a s s i g n e d  t o  a customer o r d e r  
is i m p o r t a n t  b e c a u s e  it d i r e c t l y  a f f e c t s  t h e  amount o f  f r e e  
a s s e t s  t h a t  w i l l  a c c r u e  from t h e  s a l e .  S i n c e  w e  l i m i t e d  our  
d e t a i l e d  w o r k  t o  t h e  Army, w e  c a n n o t  comment on t h e  N a v y ' s  
and A i r  F o r c e ' s  p r o c e d u r e s  for  c l a s s i f y i n g  f r e e  assets .  

The lack of s p e c i f i c  Army g u i d a n c e  d e f i n i n g  t h e  t i m e  
s p a n  t o  be c o n s i d e r e d  when d e t e r m i n i n g  whe the r  an  item s o l d  
is  t o  be  r e p l a c e d  h a s  r e s u l t e d  i n  i n c o n s i s t e n t  c r i t e r i a  among 
Army commodity commands and i n  c o n f u s i o n  on t h e  p a r t  of com- 
mand p e r s o n n e l  a s  t o  how t o  c l a s s i f y  t h e  sa les .  The replace- 
ment t i m e  frames r e g a r d i n g  t h e  s a l e  of major equipment  items 
v a r i e d  c o n s i d e r a b l y  among t h e  commodity commands rev iewed 

The  Army Missile Command, f o r  example ,  u sed  t h e  l i f e  of 
t h e  weapon s y s t e m  a s  t h e  t i m e  s p a n  c r i t e r i o n ,  which means t h e  
s a l e  of a major i t e m  of equipment  c o u l d  be coded as  a 
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f r ee- asse t  t r ansac t ion  only i f  the  item sold was obsole te .  
The Army Armament Command, on the other hand, u s e d  a 12-month 
period as the time span. T h i s  means t h e  command could de r ive  
f r ee  a s s e t s  from the s a l e  of any major item of equipment, a s  
long as t h e  requirement for replacement would not occur 
w i t h i n  a 12-month period from the  da te  of t h e  s a l e .  

A t  the  Army Tank-Automotive Command, item managers con- 
s ider  s a l e s  r e c e i p t s  t o  be f r ee  a s s e t s ,  i f  the item sold  
would not be replaced w i t h i n  t h e  3-year ob l iga t iona l  period 
of the current  y e a r ' s  f u n d i n g  and i f  the item sold was excess  
t o  t h e  inventory stockage l e v e l .  Wi th  respect  to  t h e  i n t e r -  
pre ta t ion  of replacement i n  k i n d ,  the  command c l a s s i f i e d  
$2.8 mi l l ion  i n  M48A1 tank s a l e s  as  f r e e  a s s e t s  even though 
a modification program to enhance M 4 8 A 1  tanks f o r  Army u s e  
was i n  progress a t  t h e  time of the s a l e .  M60 tanks a re  i n  
low supply and a re  be ing  procured by t h e  Government a t  an 
acce lera ted  r a t e .  Because t h e  tanks under procurement a r e  
M60 's  and t h e  tanks sold were M48Al's, the  command determined 
t h a t  those s a l e s  were not replacement-type s a l e s .  Had t h e  
M48A1 s a l e s  been coded as  replacement- type s a l e s ,  the pro- 
ceeds could have been used to  o f f s e t  any procurement cos t  i n-  
creases  for  modifying the M48A1 tanks or to  o f f s e t  p r i c e  i n-  
c reases  i n  procuring M60 tanks.  However, DOD o f f i c i a l s  sa id  
t h a t  cu r ren t  DOD guidance regarding replacement i n  k ind  d id  
not provide t h e  f l e x i b i l i t y  t o  code these t r a n s a c t i o n s  a s  
replacement-type s a l e s  and apply t h e  proceeds i n  t h i s  manner. 

The commodity commands do not always apply t h e i r  c r i -  
t e r i a  cons i s t en t ly .  A t  t he  Army Missile Command, $15 m i l -  
l i o n  i n  s a l e s  r e c e i p t s  for  Chaparral missile systems sold to  
I s r a e l  i n  1974  were c l a s s i f i e d  as f r e e  a s s e t s  and were i n -  
cluded i n  t h e  command's program .year 1 9 7 4  r e p o r t s  t o  higher 
headquarters,  i n  s p i t e  of t h e  f a c t  t h a t  these systems were 
not obsolete .  T h i s  was incons i s t en t  w i t h  the commands' c r i -  
t e r i o n  set f o r t h  on page 20. The s a l e s  proceeds have been 
or w i l l  be used t o  finance other  Army programs, although fis-  
c a l  1 9 7 6  procurement appropr ia t ions  w i l l  be required to  re-  
place t h e  items sold.  

We were unable to  determine why these s a l e s  r e c e i p t s  
were c l a s s i f i e d  as f r e e  a s s e t s .  Chaparral P ro jec t  Off ice  
r ep resen ta t ives  to ld  u s  t h a t  f i l e s  on t h e s e  s a l e s ,  including 
c l a s s i f i e d  correspondence w i t h  higher headquarters ,  were de- 
stroyed when the case was closed. They sa id  t h a t  t h e  items 
sold were ne i ther  excess nor obsolete  and t h a t  the  Projec t  
O f f i c e  had no pa r t  i n  the decis ion to  c l a s s i f y  t h e  s a l e s  as  
f r ee  a s s e t s .  We received s imi lar  comments from o the r  Army 
Missile Command representa t ives .  We bel ieve  these comments 
indica te  a need for  a systematic review of s a l e s  c l a s s i f i c a -  
t i o n s  and for  a more s p e c i f i c  d e f i n i t i o n  of r e s p o n s i b i l i t i e s  
i n  t h i s  area.  
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Funds g e n e r a t e d  i n  e x c e s s  o f  t h e  r e p l a c e m e n t  cos t  fo r  
a n  i t e m  s o l d  t o  a c u s t o m e r  from p rocu remen t  or from t h e  sa le  
of equipment  r e q u i r i n g  i n v e n t o r y  r e p l a c e m e n t  a re  c o n s i d e r e d  
by t h e  Army t o  be  f r e e  assets .  These  f u n d s  r e p r e s e n t  re- 
coupement of n o n r e c u r r i n g  p r o d u c t i o n  and deve lopmen t  costs  
which a re  added t o  t h e  p r i c e  p a i d  by t h e  customer f o r  t h e  
i t e m  s o l d .  

The c o s t  of p r o v i d i n g  a n  i t e m  t o  a cus tomer  is i n i t i a l l y  
an  est imate based  upon i n p u t  from t h e  command d i r e c t o r a t e  
s u p p l y i n g  t h e  item. A s  ac tua l  c o s t  is i n c u r r e d ,  t h i s  e s t i -  
mate changes .  A s  s u c h ,  t h e  a c t u a l  c o s t  of s u p p l y i n g  t h e  
item may n o t  b e  known u n t i l  t h e  s u p p l y i n g  a c t i o n  Fs com- 
p l e t e d ,  w h i c h  c o u l d  t a k e  a s  l o n g  as 8 y e a r s .  A s  t h e  s u p p l y i n g  
a c t i o n  t akes  p lace ,  g e n e r a t e d  f ree  a s se t s  computed from t h e  
sa le  are  s u b j e c t  t o  r e d u c t i o n .  For example ,  t o t a l  g e n e r a t e d -  
t y p e  f r ee  a s se t s  reported by t h e  Army Tank-Automotive Command 
f o r  t h e  f i s c a l  y e a r  1973  program were r educed  by a b o u t  $ 1 0  
m i l l i o n  d u r i n g  t h e  f i r s t  1 0  months  of f i s c a l  y e a r  1975 .  T h i s  
r e s u l t e d ,  i n  p a r t ,  from an  a d j u s t m e n t  i n  cus tomer  o r d e r s  w i t h  
a n e t  r e d u c t i o n  o f  $8 .4  m i l l i o n  and a r e q u i r e m e n t  f o r  
$1 .6  m i l l i o n  a d d i t i o n a l  t o  support  cus tomer  o r d e r s .  

T h e r e  a re  a l s o  i n d i c a t i o n s  t h a t  n o t  a l l  c o s t s  i n v o l v e d  i n  
f i l l i n g  f o r e i g n  s a l e s  o r d e r s  a re  b i l l e d  t o  t h e  c o u n t r y  in-  
v o l v e d .  I t  is q u e s t i o n a b l e  whe the r  t h e  Army is a c t u a l l y  
r e a l i z i n g  t h e  e s t i m a t e d  g e n e r a t e d  f r e e  assets.  

For example ,  d u r i n g  our r e v i e w  a t  t h e  Army Armament Com- 
mand, w e  n o t e d  one  f r e e - a s s e t  sa le  t h a t  had q u e s t i o n a b l e  
p r i c i n g .  T h i s  s a l e  of 5 0- c a l i b e r  M 2  machineguns  was a l s o  t h e  
s u b j e c t  of an Army A u d i t  Agency pr ice  f i n d i n g .  

The Army A u d i t  Agency found t h a t  pr ices  c h a r g e d  f o r e i g n  
m i l i t a r y  c u s t o m e r s  f o r  5 0- c a l i b e r  M2 machineguns  had been  
l e s s  t h a n  t h e i r  market v a l u e .  The t o t a l  u n d e r c h a r g e  f o r  a l l  
M2 machineguns  on o r d e r  a t  A p r i l  1 7 ,  1 9 7 5 ,  was e s t i m a t e d  t o  
be  a t  l eas t  $19.1 m i l l i o n .  

Army h e a d q u a r t e r s  p r i c i n g  p o l i c y  t h a t  Army Materiel  
Command s e n t  t o  t h e  Army Armament Command on J u n e  11, 1974 ,  
s t a t e d  t h a t  t h e  s t a n d a r d  pr ices  c h a r g e d  f o r  f o r e i g n  s a l e s  
s h o u l d  r e c o g n i z e  c u r r e n t  market v a l u e s .  B e f o r e  J u n e  11, 
1 9 7 4 ,  t h e  s t a n d a r d  prices c h a r g e d  f o r  items f o r  which no 
f u t u r e  p rocu remen t  was p l a n n e d  d i d  n o t  r e c o g n i z e  c u r r e n t  
market v a l u e s .  
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The Army Materiel Command h a s  t o l d  Army Armament Comaand 
t h a t  sa les  n e g o t i a t e d  b e f o r e  J u n e  11, 1974 ,  would remain a t  
t h e  n e g o t i a t e d  p r i c e s .  All s u b s e q u e n t  s a l e s  have been nego- 
t i a t e d  a t  t h e  c u r r e n t  market v a l u e s .  T h e  Army A u d i t  Agency 
s t a t e d  i n  i ts f i n d i n g  t h a t  t h e  Army M a t e r i e l  Command had 
f a i l e d  t o  r e c o g n i z e  t h a t  t h e  Army's p r i c i n g  p o l i c y  a l s o  p r e-  
s c r i b e d  t h a t  sa les  be based on p r i c e s  i n  e f f e c t  a t  t h e  t i m e  
t h e  items were dropped  from i n v e n t o r y .  The machineguns  i n  
q u e s t i o n  had been o r d e r e d  but  were s t i l l  u n d e l i v e r e d  a t  
A p r i l  1 7 ,  1975. A s  of August 1 8 ,  1975 ,  t h e  Army A u d i t  Agency ..-.-. w a a  a w a i t i n g  r e s p o n s e  from t h e  Army C o m p t r o l l e r  on i t s  f i n d -  
ing .  

Army a u d i t o r s  t o l d  us  t h a t  t h e  Army Materiel  Command 
had ea r l i e r  dec ided  n o t  t o  co l lec t  t h e  money from t h e  cus- 
tomer because :  

--The Army's p r i c i n g  p o l i c y  w a s  changed a f t e r  t h e  sa les  
were n e g o t i a t e d .  

--The Army would be embar ra s sed  t o  ask t h e  c u s t o m e r s  f o r  
a d d i t i o n a l  f u n d s  . 

We b e l i e v e  t h e  prices o f  t h e  5 0- c a l i b e r  machineguns 
shzuld have been based  on t h e  pr ices  in e f f e c t  when t h e  g u n s  
were dropped from i n v e n t o r y ,  i n  agreement  w i t h  Army p o l i c y .  

The f o l l o w i n g  purchase- agreement  terms i n c l u d e d  i n  t h e  
o f f e r  and a c c e p t a n c e  c o n t r a c t s  were a d e q u a t e  t o  p r o v i d e  f o r  
c o l  1 ec t ion .  

--The price of t h e  items t o  be p r o c u r e d  were t o  be t h e i r  
t o t a l  c o s t  t o  t h e  Government. 

--The p u r c h a s e r s  were t o  r e i m b u r s e  t h e  Government i f  t h e  
f i n a l  c o s t s  exceeded  t h e  amounts e s t i m a t e d  i n  t h e  
a g r e e m e n t s .  

A s  s u p p l y i n g  a c t i o n s  f o r  cus tomer  o r d e r s  take place,  
g e n e r a t e d- t y p e  free asse t s  can  f l u c t u a t e .  Supp ly  a c t i o n s  on  
many o r d e r s  may n o t  be comple ted  u n t i l  t h e  a p p r o p r i a t i o n s  un- 
d e r  which t h e  o r d e r s  were a c c e p t e d  have e x p i r e d .  As s u p p l y-  
i n g  a c t i o n s  a re  comple t ed ,  losses, as w e l l  as g a i n s ,  c a n  be 
i n c u r r e d  on t h e  items s o l d .  W e  b e l i e v e  t h a t ,  i n  r e p l a c e m e n t-  
t y p e  sales,  f u n d s  c o l l e c t e d  i n  a d d i t i o n  to  t h e  s t a n d a r d  
prFces of items s h i p p e d  s h o u l d  n o t  be a v a i l a b l e  f o r  Army 
re 'programing u n t i l  all s u p p l y  a c t i o n s  under t h e  o r d e r  have 
been comple ted  and a l l  s u b s e q u e n t  a d j u s t m e n t s  t o  t h e  t r a n s -  
a c t i o n  have been made. T h i s  would i n s u r e  t h e  a v a i l a b i l i t y  
of t h e s e  f u n d s  t o  o f f s e t  any f u t u r e  c o s t s  i n c u r r e d  i n  p ro-  
c u r i n g  and/or  r e p l a c i n g  t h e  items s o l d .  I f  s u p p l y  a c t i o n  is  
comple ted  w i t h i n  t h e  l i f e  of t h e  a p p l i c a b l e  a p p r o p r i a t i o n ,  
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r e s i d u a l  amounts r e s u l t i n g  from t h e  t r ansac t ion  could be 
added to the f ree- asse t  es t imate provided for  t h e  cu r ren t  
year budget submission. If supply ac t ion  is not completed 
u n t i l  a f t e r  t h e  appropriat ion has expired,  these f u n d s  
could be t r ans fe r red  to  the Treasury as  Miscellaneous R e-  
c e i p t s .  

SPARE AND R E P A I R  PARTS 

The O f f i c e  of t h e  Secre tary  of Defense s e t s  a program 
d o l l a r  l i m i t  for  the  reimbursable s a l e s  of procurement of 
equipment and m i s s i l e s ,  Army, secondary items ( s p a r e  and re- 
pair  p a r t s ) ,  which, according to  o f f i c i a l s ,  can be ra i sed  i f  
unexpected add i t iona l  customer orders  for these i t e m  are  
received. 

We found t h a t  Army s a l e s  had exceeded the DOD l i m i t .  
It is Army pol icy  to  c l a s s i f y  a l l  s a l e s  of spare and repa i r  
p a r t s  as  replacement- type s a l e s  u n t i l  t h e  amount of t h e  re- 
imbursable program approved for  these items has been reached. 
Once the program l i m i t  has been reached, a l l  addi t ional  s a l e s  
a re  c l a s s i f i e d  as s a l e s  without replacement and the r e c e i p t s  
a r e  considered to  be f r e e  a s s e t s .  

Army o f f i c i a l s  sa id  t h a t  the pol icy for  c l a s s i f y i n g  t h e  
s a l e s  of spare and repai r  p a r t s  i n  t h i s  manner was based on 
the f a c t  t h a t  there was no requirement for  replacement i n  
k i n d  for t h e  s a l e s  of these items and t h e  r e c e i p t s  from such 
s a l e s  could be used to  buy spare and repair  p a r t s  t h e  same 
a s  or d i f f e r e n t  from those o r i g i n a l l y  so ld ,  depending on the 
r e s u l t s  of rout ine requirement computations. 

Army guidance requi res  t h a t ,  before c l a s s i f y i n g  s a l e s  
proceeds from any order for spare and repai r  p a r t s  as f r e e  
a s s e t s ,  the subordinate command contact  the Army Materiel  
Command and request  an increase i n  the program l i m i t .  I f  
add i t iona l  program au thor i ty  is not ava i l ab le  w i t h i n  t h e  Army 
Mater iel  Command, s a l e s  proceeds from a l l  addi t ional  orders  
received and accepted are  to  be c l a s s i f i e d  as  f r e e  a s s e t s .  

W e  agree tha t  proceeds from t h e  s a l e  of spare and re-  
p a i r  p a r t s  should be applied t o  spare and repa i r  p a r t s  other 
than or the same as those o r i g i n a l l y  s o l d ,  depending on t h e  
r e s u l t s  of rout ine  requirements computations. However, w e  
bel ieve t h a t  t h i s  pol icy should be followed whe the r  or not 
t h e  program is exceeded. Designating proceeds received from 
s a l e s  i n  excess of the approved program leve l  as f r e e  a s s e t s  
permits these amounts t o  be used for other programs and re- 
duces t h e  amounts ava i l ab le  to  replace spare and repai r  p a r t s .  
We bel ieve t h a t ,  s ince  the DOD-approved s a l e s  l i m i t  s e t  for 
these items is f l e x i b l e ,  t h e  Army should seek a program i n-  
crease  based on orders  received. 
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Free a s s e t s  generated from Army s a l e s  of spare and 
repai r  p a r t s  w i t h i n  the  Army for  f i s c a l  years  1 9 7 4  and 1 9 7 5  
were $ 2 5 . 6  and $5 .1  mi l l ion ,  r e spec t ive ly ,  as  of J u n e  3 0 ,  
1975.  

CONCLUSIONS 

DOD has no standard d e f i n i t i o n  of f r e e  a s s e t s .  Con- 
sequently each m i l i t a r y  department has defined what it w i l l  
consider a f r e e  a s se t .  The d e f i n i t i o n s  d i f f e r  not o n l y  among 
the  departments but a l so  among the  Army's commodity cornmands. 

The amount of f ree- asse t  f u n d s  t h a t  become ava i l ab le  t o  
a m i l i t a r y  department for f u n d i n g  other programs depends on 
t h e  amounts included i n  the  f ree- asse t  d e f i n i t i o n  used. The 
more f u n d s  included i n  the  d e f i n i t i o n ,  the l a rge r  the f r ee -  
a s s e t  accumulation. For ins tance ,  the Army d e f i n i t i o n  of 
f r ee  a s s e t s  includes generat ions from the s a l e  of equipment 
requi r ing  inventory replacement. The Army a l s o  considers  t h e  
r e c e i p t s  from s a l e s  of spare and repai r  p a r t s  under o rde r s  
accepted above approved customer program l i m i t s  for those 
items to  be f r ee  a s s e t s ,  even though subsequent replacement 
through normal inventory replenishment may be required.  In-  
clusion of these l a t t e r  amounts as f r ee  a s s e t s  is not con- 
s i s t e n t  w i t h  the f ree- asse t  d e f i n i t i o n  of the other  se rv ices  
or the  d e f i n i t i o n  DOD provided t o  the  Congress during re- 
programing hearings.  Further ,  s a l e s  proceeds for  spare and 
repai r  p a r t s  c l a s s i f i e d  as f r ee  a s s e t s  i n  t h i s  manner a r e  
ava i l ab le  for  reprograming and a r e  not earmarked for  rein-  
vestment i n  spare and repai r  pa r t s .  

Since f r e e  a s s e t s  accrue t o  DOD from t h e  same source; 
i . e . ,  t h e  s a l e  of defense a r t i c l e s  by the m i l i t a r y  depart-  
m e n t s ,  w e  bel ieve t h e  c r i t e r i a  used to  c l a s s i f y  these s a l e s  
should be uniform throughout DOD. 

RECOMMENDATION 

W e  recommend t h a t  t h e  Secre tary  of Defense e s t a b l i s h  and 
enforce a standard c r i t e r i o n  to  which the se rv ices  should ad- 
here i n  c l a s s i f y i n g  the s a l e s  of defense items as  f r ee- asse t  
sa l e s .  T h i s  c r i t e r i o n  should spec i fy  the time period fo r  
replacing the items so ld  and what c o n s t i t u t e s  replacement i n  
kind. 

MATTERS FOR CONSIDERATION BY THE COMMITTEES 

We suggest t h a t ,  i n  l i g h t  of t h e  problems d i s c u s s e d  i n  
t h i s  repor t  i n  es t imating the amount of f r e e  a s s e t s  t h a t  
accrue t o  DOD by s e l l i n g  defense a r t i c l e s  as well as the  lack 
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of adequate system cont ro l  over these proceeds, t h e  House 
and Senate Committees on Armed Services  and Appropriations 
consider requi r ing  DOD t o :  

1. Credit  proceeds from s a l e s  of inventory items which 
a re  not to  be replaced to t h e  Treasury as miscellane-  
ous r e c e i p t s .  

2. Credi t  proceeds over and above replacement c o s t s  t o  
t h e  Treasury as miscellaneous r e c e i p t s  for  s a l e s  of 
inventory items which a r e  to  be replaced. T h i s  
would s implify accounting, provide b e t t e r  management 

. con t ro l  by matching replacement c o s t s  w i t h  revenues, 
and prevent DOD from u s i n g  f r e e  a s s e t s  for tin- 
i n t e n d e d  purposes. 
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FREE-ASSET GENERATIONS AND APPLICATIIOMS 
FOR DEPARTMENT OF DEFENSE PROCURE EMT APBRQPRIATIO 

DURING PROGRAM YEARS 1972 THROUGH 1975 
AS OF JUNE 30,1975 

TOTALS 
APPROPRIATION (IN THOUSANDS) 

AIRCRAFT PROCUREMENT ( 28 )* 
MISSILE PROCUREMENT ( 29 ) 
OTHER PROCUREMENT ( 30 
PROCUREMENT OF AMMUNITION, ARMY ( 31 
PROCUREMENT OF WEAPONS AND TRACKED COMBAT VEHICLES ,ARMY 
PROCUREMENT OF AIRCRAFT AND MISSILES, NAVY 
WEAPONS PROCUREMENT, NAVY ( 34 
SHIPBUILDING AND CONVERSION, NAVY ( 35 
PROCUREMENT, MARINE CORPS (36 

( 32 
( 33 

TOTAL GENERATIONS h, 
4 

APPLIED TO LIKE APPROPRIATIONS 
APPLIED OUTSIDE LIKE APPROPRIATIONS 

AS FOLLOWS: 
OPERATIONS AND MAINTENANCE 
ARMYTANK PROGRAM 
MAP F-5A PAY BACK 
DEFENSE STOCK FUND 1 

FREE ASSETS GENERATED IN THE ARMY MISSILE APPROPRIATION 

SSBN POSEIDON MISSILE 
UNPROGRAMMED RESERVE 
DEFENSE APPROPRIATION CLAIMS 
MIL I TARY PERSONNEL 

APPLIED TO THE AIR FORCE MISSILE PROGRAM 

TOTAL APPLICATIONS 
UNDER OR (OVER) APPLIED 

$143,95 1 
63,500 
41,000 
15,000 

8,000 
4,800 
3,000 
2,900 

200 

$ 348,047 
121,604 

146,557 
103,774 
69,504 

25,6 13 
3,490 

$1,082,592 

255,484 

a,5 19 

831,878 

282,351 
$1 , 114,229 

(3 1,637) 
$1,082,592 

1 -  

P 
'd 
'd 
m z 
U 

X 
)--I 

H 

P 
%Y 
%Y 
h z 
U 

X 
H 

H 

* NUMBERS REFER,TO APPENDIX PAGE NUMBERS 



H 

(FY's 72-74) (FY's 73-75) 
1972 1973 

$ 25,254 $ 20,594 

55,000 71,800 
--- --- 

POTALS .$ 80,254 $ 92.394 

lervice 
lranch 
A m y  
Navy 
Air Force 

(FY's 74-76) (FY'S 75-77) 
1974 39.75 

$ 9,000 $ 83,864 $ 29,016 
17,983 5.000 22,983 

42.400 241,ZOC 72.000 
S 56,400 $348,047 $118,999 

Air Force 

APPLICATIONS (DOLIBA 
I (FY's 72-74) (FY'S 73-75) 

IN THOUSANDS) 
I (FY'S 1 5 - 1 1 )  (FY's 74-76) 1 

5,000 
3.800 

600 

5.000 

21,000 

1,500 
1,135 

480 

3,534 
492 

2,342 

1972 
FY 1973 Aircraft Program 
FY 1973 Onerations and 

1975 
FY 1975 Aircraft Program 
Defense Stock Fund 

FY 1975 Aircraft Program 

Maintenance 
FY 1974 Aircraft Program 

--- 

$ 4,000 
5,000 

5,000 

15,000 
27,400 

u6.400 

$ 0 

FY 1972 Aircraft Program 
FY 1973 Aircraft Program 
FY 1974 Aircraft Program 

MTALS 

UNDER OR (OVER) APPLIELI 

TOTALS 

$ 79,925 

22.983 

228.500 
$331.408 ~ r 

$ 16,639 
t 
t 

; 

l 10,000 FY 1974 Aircraft Program -I---- 6.700 

Army Tank Program 
2.825 Defense Stock Fund 

--- --- 

25,000 
8,400 

21.600 

.I Price Increases 

I i 74.525' 

FY 1974 Aircraft Program 
FY 1974 Aircraft Program 
FY 1975 Aircraft Program 
Operations and Maintenani 

i 5.729 1 
I 

16,000 
41.000 
15,000 

-_ 
8, 500 

11, ooa 
1,500 

--- 

10,000 
10,080 
20.wo 

8,lQO 
ll.cQ0 
80.lllO 

12,294 
- 

FY 1975 Aircraft Program 
F-5E Reprograming 

1974 
FY 1974 Aircraft Program 
Chinook Modification 
Army Tank Program 
Defense Stock Fund 

FY 1974 Aircraft Program 
FY 1974 Programs: 
S-3A Aircraft 
Engineering 

F-14A Improvements 
EP-3 ELINT System 
Aircraft Spares and 

.I-79 and T-58 Tooling 
CH-46 Cost Growth 
Defense Agencies Operatic 
and Maintenance 

Repair Parts 

FY 1974 Aircraft Program 
F-5A Payback to MAP 
FY 1975 Aircraft Program 

I 3,500 

120,383 

( 1 1.384) 

H 
x 
H 



N 
CL) 

Service 
Branch 
Army 
Navy 
Air Force 

Army 

Navy 

Air Force 

MISSILE PROCUBEMENT 
GENERATIONS (DOLLARS IN THOUSANDS) 

I (FY's 74-76) (FY's 75-77) 
( W ' S  72-76) (FY'S 73-75) 

1972 1973 1974 1975 TOTALS 
$ 48,863 $ 10,400 $ 91,604 

4,000 30,000 
--- --- --- 24,911 --- $ 7,430 --- --- 9,100 16,900 

TOTALS $ 16,530 $ 48,863 $ 14,boc 

~~ & 
(FY's 72-74) (FY's 73-75) (FY's 74-76) (FY's 75-77) 

1972 1973 1974 1975 TOTALS 

Program $ 8,000 FY 1975 Missile Program 10,000 FY 1975 Operations and 
-FY 1973 Missile Program $ 13,780 FY 1973 Air Force Missile FY 1974 Missile Program $ 10,000 FY 1975 Missile Program $ 5,000 

FY 1974 Missile Program 14,500 FY 1975 Operations and Maintenance, Army 5,400 
FY 1975 Missile Program 5,000 Maintenance, Army 8,600 

W 1975 Tank Program 21,500 101,780 

--- --- --- --- --- --- --- --- - --- FY 1975 Missile Program 4,000 17,600 

$ 14,400 $119.380 

--- FY 1974 Missile Program 6,700 FY 1973 Missile Program 4,900 
FY 1973 Missile Program 2,000 

TOTALS $ 20.480 34.400 $ 50,100 
- 
UNDER OR (OVER) APPLIED $(  3,950) $ 7,411 $ (  1,237) $ 0 $ n a  



w 
0 

(FY'S 72 - 74) 1972 (FY'S 73 - 75) 1973 (FY'S 74 - 76) 1974 (FY'S 75 - 77) 1975 
$ 21,365 $22,149 $1 1.664 S 5,000 

28,050 20,900 36,834 3,422 
28,200 29,100 28,500 20,300 

TOTALS 4 77,615 872.149 J876.998 528.722 - - 

SERVICE 
BRANCH 

ARMY 
NAVY 
AIR FORCE 

TOTALS 
$ 60,178 

89,206 
106,100 

$255,484 

ARMY 

NAVY 

AIR FORCE 

(FY'S 72 - 74) 1% 
FY 1973 OPERATIONS AN[ 

MAINTENANCE, AIR 
FORCE 

FY 1973 OPERATIONS A N I  
MAINTENANCE, ARMY 

FY 1974 OTHER PRO- 
CUREMENT, ARMY 

FY 1972 OTHER PRO- 
CUREMENT, NAVY 

DIRECT PROGRAM 
INCREASE 

TSI 1200 TRAINER 
FY 1972 RECOUPMENT 

FY 1974 RECOUPMENT 

5 3 4  INCH AMMUNITION 

AIR LAUNCHED ORDINANCE 

OBJECTIVE 

OBJECTIVE 

COST INCREASE 

COST INCREASE 

FY 1972 OTHER PROCURE- 

FY 1973 OTHER PROCURE- 
MENT, AIR FORCE 

MENT, AIR FORCE 

TOTALS 
UNDER OR (OVER) APPLIEC 

S 21,726 

32,400 

20,500 

10,ow 

734 
600 

12,631 

2,916 

1,069 

100 

5,000 

23,200 

$130,876 
S(53,261) 

APPLlCATl 
(FY'S 73 - 75) 19 

FY 1973 OPERATIONS AN[ 
MAINTENANCE, AIR 
FORCE 

FY 1973 MILITARY PER- 
SONNEL, AIR FORCE 

FY 1974 OTHER PRO- 
CUREMENT, ARMY 

FY 1973 FREE ASSET 

FY 1974 RECOUPMENT 
OBJECTIVE 

OBJECT IVE 
DEFENSE APPROPRIATION 

CLAIMS 

RESERVE 
FY 1973 UNPROGRAMED 

FY 1973 OTHER PROCURE- 

FY 1973 OTHER PROCURE- 

PRICE INCREASES 

MENT, AIR FORCE 

MENT, AIR FORCE 

US (DOLLAE 

L14.800 

200 

19,000 

10,000 

5,000 

2,900 

3,000 

15,000 

13,000 
1,100 

bs4.ooo - 
;(11,851) 

IN THOUSANDS) 
(FY'S 74 - 76) 1 

FY 1974 OTHER PRO- 
CUREMENT, ARMY 

DIRECT PROGRAM 
INCREASE-ASSAULT 
BRIDGE 

FY 1974 OTHER PRO- 
CUREMENT, NAVY 

FY 1974 FREE ASSET 
OBJECTIVE 

INCREASE 
DIRECT PROGRAM 

FY 1975 RECOUPMENT 

FY 1974 OTHER PROCURE- 
OBJECTIVE 

MENT, NAVY 

FY 1974 OTHER PROCURE- 
MENT, AIR FORCE 

FY 1974 OTHER PROCURE- 
MENT, AIR FORCE 

FY 1974 PROGRAM 
ESCALATION 

I ! (FY's 75 - 77) 1 

; 5,000 

6,300 

17,234 

15,000 

1,500 

2,200 

WO 

10,000 

17.000 

1,500 

F Y  1975 OTHER PRO- 
CUREMENT, ARMY 

FY 1975 DIRECT PROGRAI 

TRANSPORTATION 
DRILL  AND BLAST- 

ING EQUIPMENT 
WEIGHT AND HAND- 

LING EQUIPMENT 
AMPHIBIOUS AND 

SPECIALIZED 
EQUIPMENT 

AS FOLLOWS: 

FY 1975 OTHER PROCURE. 
MENT, AIR FORCE 

I 

- 
i 364 

i 

b 5,000 

1,800 

195 

640 

787 

10.000 

S10,3W 

TOTALS 

$124,926 

89,206 

95,800 
$309.932 
S(54,448) 

P 
w v 
m 
2 
U 

x 
H 

H 

P 
'd 
'd 
m 
2 
U 

x 
H 

H 



SERVICE 
BRANCH 

ARMY 
NAVY 
AIR FORCE 

(FY’s 72 - 74) 1972 (FY’S 73 - 75) 1973 (FY’S 74 - 76) 1974 (FY’S 75 - 77) 1975 
$58,715 $10,506 $ 7,636 $69,700 _ _ _  - - -  - - -  - - _  

- - -  - - -  - - _  _ _ _  
TOTALS $$8.715 - $10.506 57.636 - 8 1 4 6 . 5 5 2  

ARMY 

TOTALS 
$146,557 _ - -  

- _ _  

NAVY 

AIR FORCE 

(FY’S 72 - 74) 1972 
Y 1972 PROCUREMENT 
OF AMMUNITION. ARMY 

TOTALS 
‘IDER OR (OVER) APPLIED 

$100,000 

$100,000 

K4 1,285) 

(FY’S 73 - 75) 1973 
Y 1973 OPERATIONS AND 
MAINTENANCE, ARMY 

Y 1974 PROCUREMENT OF 
AMMUNITION, ARMY 

Y 1975 PROCUREMENT OF 
AMMUNITION, ARMY 

$ 7,000 

6,000 

2,500 

g&5& 
U4.994) 

- 
FY 1974 PROCUREMENT OF 

FY 1975 ARMY TANK 

(FY’S 74 - 76) ! 

AMMUNITION, ARMY 

PROGRAM 

74 

$10,000 

10.000 

(FY’S 75 - 77) l! 
DEFENSE STOCK FUND 
FY 1975 OPERATIONS AND 

MAINTENANCE, ARMY 
FY 1975 DIRECT PROGRAM 

INCREASE 

6 2,400 

9,600 

9,700 

E 
648.000 

TOTALS 

$157,200 

$157,200 

X10,&13) 

P w w 
z 
U 

x 

m 

H 

H 



H 

Service 
Branch 
Army 
Navy 
Air Force 

w 
h) 

GENERATIONS (DOLLARS IN THOUSANDS) 
(FY's 72-74) (FY'S 73-75) (FY's 74-76) (FY'S 75-77) 

1972 1973 1974 1975 
$ 20,590 $ 19,447 $ 38,300 $103,774 --- --- --- --- $ 25,437 --- --- --- --- --- --- 

TOTALS $ 25,437 $ 20,590 3 19,447 $ 38,300 $103,774 

h Y  

I (FY's 72-74) 
1972 

Direct Program Increase I$ 4,300 

I 
APPLICATIONS (DOLIAR 
(FY'S 73-75) 

! FY 1973 Procurement of 
I Weapons and Tracked 
j Combat Vehicles 21,000 

5.000 

4.000 3,000 

Air Force 

TOTALS 

Combat Vehiclae 
Defense Stock Fund 
Operations and 

FY Maintenance, 1975 Direct Army Program 
Increase 

1973 
FY 1973 Operations and 
Maintenance, Army 

Army Tank Program 
Defense Stock Fund 

10.000 
11,000 

500 

--- 
--- 

21.500 

'( 910 

IN THOUSANDS) 
(FY's 74-76] 1 (FY'S 75-77) TOTALS 1974 

FY 1974 Procurement of 
Weapons and Tracked 
Combat Vehicles 

FY 1975 Procurement of 
Weapons and Tracked 
Combat Vehicles 

Army Tank Program 

--- 

I 1975 
s FY 1975 Procurement of 

Weavons and Tracked 

I s 12.000 
7.4471 

I$ I 



P 
rn rn 
m z 
U 
H 
X 

H 

(FY'S 74 - 76) 1974 

w 
w 

(FY'S 75 - 77) 1975 I TOTALS 

PROCUREMENT OF AIRCRA 
SERVICE GENERATIONS (0 
BRANCH (FY'S 72 - 74) 1972 (FY's 73 - 75) 19 

$. 0 I L L  I 
(FY'S 72 - 74) l! 

ARMY 

569.504 

NAVY 

AIR I - - -  

FY 1972 PROCUREMENT OF 
AIRCRAFT AND MISSILES, 
NAVY 

AV-EA AIRCRAFT 
A-6A CONVERSION 
T-39 AIRCRAFT SERVICE 

LIFE EXTENSION 
SUPPORT FOR EXCAP. 

DEPLOYMENT 
VAST INITIAL SPARES 
AV-EA INITIAL SPARES 
FY 1974 NAVY PROGRAM 

10,000 
6,300 
2,800 

1,000 

4,900 
2,600 

400 
9,200 

- - -  

IUNDER OR (OVER) APPLIED I I U 

..I 

(FY's 73 - 75) l! 

Y 1973 OPERATIONAL 
SATELLITE PROGRAM 

F90 FLIGHT SIMULATOR 
ROBLEM SOLVING EFFORT 
FOR TF-41, T-58, AND 
F-402 ENGINES ' 

H-30 PROCUREMENT 
Y 1974 NAVY PROGRAM 

, _ _ _  
32,304 
- - -  

3,600 
2,800 

3,200 
4,400 

17,600 

$31,600 
$ 704 

w 
i o  

(FY's 75 - 77) 19 

L 
$ 0  

TOTALS 
, _ _ _  

68,800 

- - _  

e 
$ 704 

w 
'p 
'p 

z 
U 
H 
X 

m 

H 
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WEAPONS PROCUREMENT. NAVY 

SERVICE 
BRANCH 

AIR FORCE 

I_ 

AIR FORCE 

w 
rp 

GENERATIONS (DOLLARS IN THOUSANDS) 
I (FY'S 74 - 76) 1974 I (FY'S 75 - 77) 1975 I TOTALS (FY'S 72 - 74) 1972 (FY'S 73 - 75) 1973 

~ 

(FY'S 72 - 74) I! 
_ - -  

_ - -  

- - -  

TOTALS 
JNDER OR (OVER) APPLIED 

fo 
$ 0  

APPLll 
(FY'S 73 - 75) 19 

- - -  

TIONS (DOL 9RS IN THOUSANDS) 
IFY'S 74 - 76) l! 

AGM-78 D STANDARD ARM 
AERIAL TARGETS 
SPARES AND REPAIR PART 
MK-30 MOBILE TARGET 
5'h4 GUN MOUNT 
F Y  1975 RECOUPMENT 

OBJECTIVE 

4 

300 
2,400 
(2,781) 
2,900 

700 

5,000 

$8,519 
7 

IFY'S 75 - 77) 19 

5 0 
0 

TOTALS 

8,519 

$8,519 
$ 0  

% w 
z 
U 
H 
x 

m 

H 
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Service 
Branch 
Army 
Navy 
A i r  Force 

A m y  

GENERATIONS (DOLLARS IN THOUSANDS) 
(FY's 72-74) (FY'a 73-75) (FY's 74-76) (IT'S 75-77) 

1972 1973 1974 1975 
$ --- $ --- $ --- $ --- $ --- 

6,464 25,613 

$ 6,464 $ 25,613 
--- 3,623 5,693 9,833 

TOTALS .$ 3.623 $ 5,693 $ 9,833 
--- --- --- --- - 
-- 

APPLICATIONS (DOLLAR'S IN THOUSANDS) 
(IT'S 72-74) (FY'S 73-75) (FY's 74-76) (IT'S 75-77) 

1973 1974 1975 TOTALS, 
$ --- s --- --- 1972 

$ --- --- $ -_-- -I- $ --- --- 
Navy 

Air Force 

18,400 

Cost Growth 3,000 Coat Growth 2,500 Cost Growth 4,563 
Prior Year Program Escalation 437 

Completion 3,100 SSBN Poaeidon Missile 4.800 
--- 

--- --- --- --- --- --- -I- 

TOTALS $ 3,000 .$ 5,600 $ 9.800 

UNDER OR (OVER) APPLIED $ 623 $ 93. $ 33 

x 
H 



w 
0-l 

S e rv i ce  
Branch 

A ~ Y  
Navy 
A i r  Force  

Amy 

Navy 

A i r  Force  

APPLICATIONS (DOLU 
mi's 73-75) (FY's 72-74] 

1972 

--- I iOTALS 

UNDER OR (OVER) APPLIED 

I N  THOUSANDS) 
(FY's 74-76) (PY'B 75-77) I 

1975 --- 
105MM Car t r i dge ,  Type 

105MM Car t r i dge ,  Type 

E l ec t ron i c  Detonator,  

TK-AP-DS-T 

TP-T 

Radar Se t ,  AN/TPS-63 
and Materials Handling 

Spec i a l  Equipment Tra in ing  Devices 

Modif ica t ion  K i t 6  
Improved HAWK 
Semi-Truck AIC Refuel ' 

Base Support Equipment 
M857 

+- TOTALS 

243 

622 

402 
233 
359 
113 

735 
783 3,490 



FREE-ASSET GENERATIONS AND APPLICATIONS 
FORDEPARTMENTOF DEFENSE 

RESEARCH, DEVELOPMENT, TEST, AND EVALUATION APPROPRIATIONS 
FOR FISCAL YEARS 1974 AND 1975 

AS OF JUNE 30, 1975 

SERVICE 
BRANCH 

GENERATIONS (DOLLARS IN THOUSANDS) 
FISCAL YEAR i974 FISCAL YEAR 1975 TOTALS I 

I I 
ARMY 
NAVY 
AIR FORCE 

APP LlC AT IONS (D 0 L 
FISCAL YEAR 1974 . 

$4,750 

' 2,500 

TOTALS q1250  

---  

ARMY 

NAVY 

FY 1974 RESEARCH, DEVELOPMEN1 
TEST, AND EVALUATION LINE 
ITEMS - - -  

UNDER OR (OVER) APPLIED 

I I 

$4,750 

2,500 
$7,250 
$ 0  

$17,393 $22,143 
27,700 27,700 

$66,128 

4RS IN THOUSANDS) 
FISCAL YEAR 1975 I TOTALS 

FY 1975 RESEARCH, DEVELOPMENT, TEST, 
AND EVALUATION LINE ITEMS 

FY 1975 RESEARCH, DEVELOPMENT, TEST, 
AND EVALUATION 

FY 1975 F-5F REQUIREMENTS 

$17,393 

27,700 
13,785 

$58,878 

$ 0  

$22,143 

$27,700 
* 16,285 
$66,128 

$ 0  

m z 
e, 
H 
x 
H 
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A P P E N D I X  I11 APPENDIX I11 

ARMY ARMAMENT COMMAND'S FREE-ASSET 

GENERATIONS FROM SALES WITHOUT REPLACEMENT 

FOR PROGRAM YEAR 1974 (FISCAL YEARS 1974-76) 

AS OF A P R I L  30, 1975 

Customer 

Argentina 
Aus  t r  a1 i a  
A u s t r i a  
Belgium 
B o l i v i a  
Braz i l  
Cambodia 
Canada 
C 01 umb ia  
Denmark 
Doninican Republic 
Ethiopia  
E l  Salvado 
France 
Greece 
Guatemala 
Hai t i  
Honduras 
Indonesia 
I ran  
I s r a e l  
I t a l y  
Jamaica 
Japan 
Jordan 
Liber ia  
Malaysia 
Mexico 
Netherlands 
N e w  Zealand 
Niger i a  
Norway 
Panama 
P e r u  
P h i  1 i ppines 
Saudi Arabia 
Singapore 
S o u t h  Korea 

Free a s s e t s  from sales 
w i t h o u t  replacement 

(thousands) 

$ 69.3 
19.4 
3.9 

146.9 
49.2 
391.8 

161218.6 
454.3 
91.8 
272.8 
12.6 

583.0 
21.0 
6.8 

31173.2 
9.6 

175.3 
184 . 6 
26.6 

21344.3 
661028.7 

.8 
3.0 
1.8 

519.2 
.6 

40.6 
1 0 1 . 0  
162.8 

2.0 
2.2 

293.6 
10.0 

139.3 
382.4 
337.3 
45.0 
471.5 

38 



APPENDIX I11 APPENDIX I11 

Customer 
--I- 

Spain 
Sweden 
Switzerland 
Taiwan 
Thailand 
Tunisia 
Turkey 
United Kingdom 
Venezuela 
Air Force 
Inter-Army 
Marines 
I? avy 
Other Federal agencies 
All others 

Total 

Ammunitiondby - class 

Ammunition through 30-mm. 
Ammunition over 30-mm. up t o  75-mm. 
Ammunition over 75-mm. through 125-mm. 
Ammunition over 125-mm. 
Grenades 
Other ammunition 

Total 

Weapons, by size 

Weapons through 30-mm. 
Weapons over 125-mm. 
Other weapons and accessories 

Free assets from sales 
without replacement --- 

(thousands) 

$ 740.9 
20.8 

.9 
1,463.7 
109.7 
8.3 
27.6 
32.8 
2.9 

529.8 
465.2 

1,314.2 
452.8 
498.6 
321.3 

$98,946.3 -- 

$ 1,789.0 
10,133.2 
4,138.9 
12,745.9 
12,718.8 
29 , 107.1 
- 70,632.9 

-- 

9,546.2 

2,892.7 
15 , 879.5 
--_- 

Total 

Total 

39 

28,318.4 - 

$98,951.3 



A P P E N D I X  I V  A P P E N D I X  I V  

Customer 

Belgium 

Canada 

Denmark 

Germany 

Greece 

I ran  

I s r a e l  

I t a l y  

Japan 

ARMY M I S S I L E  COMMAND’S - 
FREE-ASSET GENERATIONS FOR PROGRAM YEAR 1 9 7 4  - --- 

[ F I S C A L  YEARS 1 9 7 4- 7 6 )  AS OF J U N E  30.  1 9 7 5  

Free a s s e t s  
Sa les  

without 
Sale  Generated replace-  

Item value type ment Total  

Lance $ 5,068.0 $ 1,540.7 $ - $ -  
He r c u l  e s  579.7 - 579.7  2,120.4 

2.75 rocket 903.6 .3 - .3 

TOW (note  a )  4,968.0 879.2 - - 
Redeye 86.6 - 6.6 885.8 

TOW 731.1  
Cal ibra t ion  21.4 
Lance 43 I 493.4 
Sergeant 7.0 
Air Defense 130.0  
Targets  36.3 
Hawk 193.0  
Hercules 12.8 
Pershing 15,338.9 

- .2 
2.5 

1,439.8 

33.5 
- 6.7 

- 

- - 
127 .5  

20 * 1 TOW 2,592.1 2 0 . 1  - 
- - TOW 8,525.4 208.5 

Cal ibra t ion  895.2 -43.8 - - 
Hawk 46 , 260.6 9,344.4 - - 
2.75 rocket 1.8 1.8 9,510.9 

TOW 51,000 .O -310.3 127.2  - 
- 1 5  , 012.3 - Chapar r a1 

Hawk 12,486.7 4.2 12,444.6 27,278.0 
1 5  , 012 .3  

- - TOW 9,036.4 -1.0 
Lance 4,407.7 1 ,765.1  - - 
Hercules 318.9  - - 1 , 7 6 4 . 1  

Cal ibra t ion  1 8 6 . 1  .2  3.0 - 
- 197 .5  - Targets  197.5 

Hawk 4.9 .3 
Hercules 2,804.8 - .3 1.577.7 1,778.4 

- - 

40 



A P P E N D I X  IV APPENDIX IV 

Free a s s e t s  
-I_ 

Sales  
without 

Sale Generated replace-  
Customer Item type rnent Total value 

_I -- -- 
-------------- (thousands)------------- 

Jordan TOW $ 3,391.2 $ 620.0 $ - $ 620.0  

Korea Cal ibra t ion  297.6 297.6 - - 
Hawk 82.7 58.1 - 355 .7  

Kuwait TOW 17.1  - 1 7 . 1  1 7 . 1  

Luxembourg TOW 434 .1  97 .7  97.7 

Netherlands TOW 8,658.4 1,725.4 3.2 - 
Hercules 1 3 0 . 2  - 1,728.6 

Nor way TOW 18,027.7 1,899.5 - - 
Her c u l  e s .4 - . 4  1 ,899 .9  

NATO Cal i b r a t i c n  3.2 - 3.2 - 
2.9 - Lance 4,649.0 260.0  

A i r  defense 1.7 .4 
Hawk 142.6 5.3 - - 
Hercules 290.3 118 .8  7.2 397.8 

- - 

.1 .1 - Phi l ippines  Cal ibra t ion  -1 . 

Spa in  Targets 4 . 0. - 4 .0  - 
Her cule  s 1 2 . 9  - .8 - 
Hawk 10.8 - - 4.8 

.3 = 3  . Thailand Cal ibra t ion  - 3  - 
Turkey TOW 1,690.7 - - - 

Cal ibra t ion  1 0 . 7  8.9 1 . 4  - 
Hercules 639.7 -1.8 - 8.5 

Taiwan Chapar r a1 459.6 - - - 
Cal ibra t ion  42.9 -1.5 3.3 
Hercules 1 5 6 . 5  - 14.8 37.9 - 
Hawk .1 - - 2 4 . 9  

United Lance 54,523.6 1,913.7 - 1,913.7  
Kingdom 

41 



A P P E N D I X  I V  A P P E N D I X  I V  

Free a s se t s  
Sales 

without 
Sale Generated replace- 

C u st ome r Item Value type men t Total - 

157.6 $ - $ 157.6 $ - 
35.0 192.6 - Inactive Hawk $ 

cases Hercules 35.0 

Damage Hercules 64.9 - 64.9 64.9 
claims 
against 
c a r r i e r s  

A i r  Force Targets 84.0 - - 
2.75 rocket 11,978.2 566.8 - 
Calibration 12.0 - - 

- 
566-8 

- Marines TO" 22,343.0 - 
Hawk 30,366.1 58.2 - 58.2 

- - - Navy Targets 10.2 
TOW 93.0 71.4 - - 
2.75 rocket 6,558.8 1.2 - 72.6 

Safeguard Safeguard - -66.2 - -66.2 

Free assets  Repair -4,934.4 -4,956.8 - 22.4 -4,934.4 
used a t  par t s  
command 
level  

Total $385,746.7 $17,666.0 $30,337.9 $48,003.9 I 

- a/Tube-launched, op t ica l ly  tracked, wire-guided miss i le ,  

42 



A P P E N D I X  V APPENDIX V 

ARMY TANK-AUTOMOTIVE CO_M_MAND'S 

FREE-ASSET GENERATIONS FOR PROGRAM YEAR 1 9 7 4  

(FISCAL YEARS 1 9 7 4- 7 6 )  AS OF APRIL 30, 1 9 7 5  

F r e e  assets  
Sales  

Item - C u s  t ome r 

w i t h o u t  
Sale G e n e r a t e d  replace- 
v a l u e  ment  T o t a l  t y p e  - - 

--------------- (thousands)----------------- 

C a n a d a  M151A2 1 /4- ton  
t r u c k  $ 3 ,515 .6  $ 271.8 $ - $ -  
R u s t p r o o f i n g  1 2 1 . 6  .9  - 272 .7  

C h i l e  M43B1 3/4- ton  24.2 - 24 .2  24.2 
ambulance  

Germany M113A1 c o n v e r-  1 6 , 9 7 0 . 0  1 , 9 9 7 . 8  - 1 , 9 9 7 . 8  
s i o n  and  mod- 
er n i  z a t  i o n  k i t  

I r a n  

M151A2 1 / 4 - t o n  75.2 2 .4  
t r u c k  

M151A2 1 /4- ton  
t r u c k  
M36A2 2-1/2-ton 
car go t r u c  k 
M35A2 2-1/4-ton 
cargo t r u c k  
M548 6- t o n  
tracked cargo 
carr ier  
M577A1 l i g h t -  
t r a c k e d  command- 
post car r ie r  

tracked armored 
p e r s o n n e l  car- 
r ier 
H35A3 2-1/2-ton 
cargo t r u c k  
M35A2 2-1/2-ton 
cargo t r u c k  
M36A2 2-1/2-ton 
car go t r u c k  
M151A2 1 / 4 - t o n  
t r u c k  
M718A1 l / 4 - t o n  
f r o n t l i n e  ambu- 
1 a n c e  t r u c k  
M151A2 1/4-tOn 
t r u c k  
M416 1 / 4 - t o n  
car  go t r u c  k 

M 1 1 3 A 1  f u l l -  

1 , 3 5 3 . 6  

241.2 

25 .5  

8 ,278 .7  

1 7 , 0 8 5 . 1 .  

15 ,212 .5  

479.6 

148 .0  

995 .5  

2 , 5 7 4 . 6  

293.7 

530.2 

23.9 

108.5 

-7.2 

- .8 

561.1 

730.2 

539.6 

9 .9  

-1.4 

-53.5 

1 9 7 . 5  

- . 7  

2.4 

530.2 - 
23.9 2 , 6 3 7 . 3  

4 3  



APPENDIX V APPENDIX V 

w i t h o u t  
S a l e  Gene ra t ed  replace- 

Item v a l u e  type T o t a l  - 
--------------- (thousands)--------------- 

[CLASS I F  I E D  1 $ 455.8 $ 49.0 $ - $ -  

c u s  t omer 

I s r ae l  

J o r d a n  

Kuwait 

L i b e r i a  

F r e e  assets 
S a l e s  

M113A1 f u l l -  
t r a c k e d  armored 
p e r s o n n e l  c a r -  
r i e r  
M577A1 l i g h t -  
tracked command- 
post ca r r ie r  
M113A1 f u l l  
t r a c k e d  armored 
p e r s o n n e l  c a r  - 
r ier 
M548 6- ton-  
tracked c a r g o  
c a r r i e r  
M125A1 10- ton  
c a r g o  t r u c k  
M36A2 2-1/2-ton 
car go t r u c k  
M151A2 1/4-ton 
u t i l i t y  t r u c k  
M813A1 5-tOn 
car go t r u c k  
M814 5- ton 
t r ac t  or t r u c k  
M818 5- ton 
t r ac to r  t r u c k  
M811A1 5- ton 
c h a s s i s  t r u c k  
[CLASSIFIED] 
[CLASS I F  IED] 

M36A2 2-1/2-ton 
c ap~ go t r uc k 

M718A1 1/4-ton 
f r o n t l i n e  ambu- 
l a n c e  t r u c k  
M751A2 2-1/2-ton 
b o l s t e r  t r u c k  

wrecker t r u c k  
111813 5-tOn c a r g o .  
t r u c k  
M35A2 2-1/2-ton 
car go t r u c k  
C o n s t r u c t  i o n  
l o a d e r  
Communication 
equipment  v e h i c l e  
M825 1/4-ton 
t r u c k  
M151A2 l / 4 - t o n  
t r u c k  

M816 5-tOn 

- 464.5 51.7 - 

223.7 - 3 , 829.1 

- 201,711.3 12 ,914.5  

5 ,600 .7  349.4 

50 , 76 2.3 6 ,221 .1  - 
1,632.9  - 48.4  - 
1,880.0  186 .9  - 

45,678.0 828.0 - 
131.9 . 109 .7  - 

5,584.1  114.2 - 
3,957.1 76.7 - 
1,256.3  - 

5,283.0 190 .1  - 

1 ,256 .3  
926.1 - 926.1 

108.6 .1 - 

1,880.0  

525.7 
11 ,328.3  

58.2 

158.4 

22 .7  

17.6 

351.1 
- 

113.2  

5 .0  
210.8 

.3 

1 1 . 5  

1.6 

1 . 3  

8.2 

44 



APPENDIX V APPENDIX V 

C ustpmer 
I 

Morocco 

New 
Zealand 

Norway 

Panama 

S p a i n  

S a u d i  
Arabia 

F r e e  assets 
S a l e s  

w i t h o u t  

ment 
Sale Genera t ed  replace- 

T o t a l  - type - Item v a l u e  - 
--------------- (thousands)----------------- 

M342A2 2-1/2-tOn $ 101.8 
dump t r u c k '  
M35A2 2-1/2-ton 
c a r g o  t r u c k  
M151A2 l / 4 - t o n  
t r u c k  
M718A.l 1/4-ton 
f r o n t l i n e  ambu- 
l a n c e  t r u c k  

M46A2C 2-1/2-ton 
c h a  ss is t r uc k 
M825 1/4-ton 
t r u c k  
M813 5- ton 
c a r g o  t r u c k  

M816 5-tOn 
wrecker t r u c k  

M113A1 f u l l -  
'cracked armored 
p e r s o n n e l  car- 
r i e r  

M718A1 l /4 - ton  
f r o n t l i n e  ambu- 
l a n c e  t r u c k  
M35A2 2-1/2-ton 
car go t r u c k  

M548 6- ton 
t r a c k e d  c a r g o  
carrier 

M5OA3 1,000- 
g a l l o n-  t ank wa- 
ter  t r u c k  
E1825 l/4-'con 
u t i l i  t y  t r u c k  
M151A2 l /4 - ton  
u t i l i t y  t r u c k  
M50A3 1,000- 
g a l l o n- t a n k  wa-. 
ter t r u c k  

t o n  dump t r u c k  

ton dump t r u c k  

t o n  van shop 
t r u c k  

M342A2 2-1/2- 

M342A2C 2-1/2- 

M109A3 2-1/2- 

49.6 

. 18.8 
12.5 

27.3 

29.3 
607.9 

60.1 

2,051.7 

14 .2  

299.5 

1 ,685.7  

306.2 

1,700.0 

4,782.7 

1 8 4 . 9  

609.2 

29,365.7 

362.2 

$ -  

.9 

- - 

-. 8 

5.6 - 

- 
- 

.5 

-8.4 

159.9  

3.2 

92 .1  

533.8 

2.0 

-16.0 

71.5 

-7.3 

- 

$ -  

- 

18.8 
12 .5  

- 

- 
607.9 

60.1 

- 

- 

- 
- 
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C u s  t omer Item - 

M816 5- ton  
wr ec k er t r uc k 
M813 5- ton  
car go t r uc  k 

t r u c k  

cargo t r u c k  

t r u c k  

Taiwan . M151A2 1 /4 - t on  

M37B1 3/4- ton 

V e n e z u e l a  M825 1 /4- ton  

F r e e  assets  
S a l e s  

w i t h o u t  
Sale G e n e r a t e d  replace- 
v a l u e  - type - ment T o t a l  

--------------- (thousands)----------------- 

$ 7,886.0 $ 75.3 $ - 
22 , 854.8 426.7 - 

1 , 5 9 7 . 5  14.3 - 
176.2 - 176 .2  

60.3 1 .8  -- 
T o t a l  * $486,396.5 $27,329.8 $3,636.2 

$ -  

, 1,181.3 

- 
1 9 0 . 5  

1.8 

$30 , 966.0 
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U U R L E S  E. BEhUrT. M. 
SAMUEL S. UTRAlTON. N.Y. 
UICKARD H. ICHORD. UO. 
U Y I L H  N. NCDZI. MiCH. 
W l U l A U  J. RAHOALL. MO. 
CHARLES H. WIL55H. CALIF. 
WSERT L. L E G G m .  CALIF. 
MY0 V. HICKS. WASH. 
~ I C H A I O  C. WHITE. Tu(. 
P I U  NICHOLS. U. 
JACK BRIHXLEY. Gb. 
W E R T  H. (EO8) MOLLOHAM. W. VA. 
DUl DANIEL. Vh. 
0. V. (SONW) U O M G O M E R Y .  MISS. 
HAROLD RUN'I~LS,  N. HEX. 
LES ASPIN. WIS. 
RONALD V. D E U U M S .  CALIF'. 
%ENDEL 1. OIWS. S.C. 
PATRtCiA YHROEDER. COLO. 
PSRAHAM W E N .  JR.. TEX. 
-NIO B. WON PAT. GUAM 

nu UOYO. UIJF. 
W R Y  uc DONALO. CA. 
wa(u J .  DowHEy. 14.7. 

U R R .  MICH. 

February I 25, 1975 

B-183318 

Hon. Elmer B. Staa ts  
Cmptroller General of the United States  
General Accouqting Office 
Washington, D. C. 

h a s  Mr. StaAts: 

I n  two recent reprogramming requests submitted t o  the Congress by 
the Deprtnent of Defense, reference hzs been made t o  the "free assets' '  
of the  Department. 
tern "frec assets" has been used t o  clescribe receipts  from sales of 
equipment fo r  wnich there is  no reqarernent for  re2lacement i n  kind i n  
the DO2 inventories. 

We have been informed by the Department tnat the 

Since the Ikpartment vas unable t o  provide us with a report  on i t s  
"free assets", 1 request t h a t  your o f f i ce  conduct an audi t  of those ,%r.ds. 
Your audi t  should develop t h e - t o t a l  mount available t o  the  Department i n  
f'ree assets. It should alsofidect i f 'y  t he  equipiceat sales &+om which those 
assets have been derived or a re  anticipated. 
ident i fy the  transactions i n  which t h e  ikpartment 
and the amounts so applied. 

The audi t  should flwtner 
l i e d  free assets 

M E  jlj 
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PRINCIPAL OFFICIALS OF 

THE DEPARTMENT OF DEFENSE AND THE 

DEPARTMENTS OF THE ARMY, NAVY, AND A I R  FORCE 

RESPONSIBLE FOR THE ACTIVITIES 

DISCUSSED I N  THIS REPORT 

T e n u r e  of o f f i c e  
To - From 

DEPARTMENT OF DEFENSE 

SECRETARY OF DEFENSE: 
Donald H .  Rumsfeld  
James R. S c h l e s i n g e r  
W i l l i a m  P. C l e m e n t s ,  J r .  

E l l i o t  L. R i c h a r d s o n  
Melvin R. L a i r d  

( a c t i n g )  

DEPUTY SECRETARY OF DEFENSE: 
W i l l i a m  P. C l e m e n t s ,  J r .  
Kenne th  Rush 
Vacant  

ASSISTANT SECRETARY OF DEFENSE 
( INSTALLATIONS AND LOGISTICS ) : 

J o h n  J. B e n n e t t  ( a c t i n g )  
A r t h u r  I .  Mendol ia  
Hugh McCullough ( a c t i n g )  
B a r r y  J .  S h i l l i t o  

ASSISTANT SECRETARY OF DEFENSE 
(COMPTROLLER): 

T e r e n c e  E .  McClary 
Don R. Brazier ( a c t i n g )  
R o b e r t  C. Moot 

Nov. 1975 
J u l y  1973  

Apr. 1973  
J a n .  1973  
Jan .  1969 

J a n .  1973 
Feb. 1972  
J a n .  1972 

Mar. 1975  
J u n e  1973 
J a n .  1973  
Jan. 1969 

J u n e  1 9 7 3  
Jan.  1973  
Aug. 1968 

DEPARTMENT OF THE ARMY 

SECRETARY OF THE ARMY: 
M a r t i n  R.  Hoffmann 
Howard H. Ca l l away  
R o b e r t  F. F r o e h l k e  

Aug. 1975  
J u l y  1973  
J a n .  1971  

P r e s e n t  
Nov. 1 9 7 5  

J u l y  1 9 7 3  
A p r .  1 9 7 3  
J a n .  1973  

P r e s e n t  
J a n .  1 9 7 3  
Feb.  1972 

P r e s e n t  
Mar. 1975  
J u n e  1 9 7 3  
J a n .  1973 

P r e s e n t  
J u n e  1 9 7 3  
Jan .  1973  

P r e s e n t  
Aug. 1 9 7 5  
Apr. 1973  
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DEPARTMENT OF THE ARMY ( c o n t i n u e d )  - -_ 

UNDER SECRETARY OF THE ARMY: 
Norman R.  A u g u s t i n e  
Vacant  
Herman R. S t a u d t  
Vacant 
Kenne th  F. B e l i e u  

ASSISTANT SECRETARY OF THE ARMY 
(INSTALLATIONS AND LOGISTICS) : 

H a r o l d  L.  Browninan 
Edwin Greiner 
Edwin Greiner ( a c t i n g )  
V i n c e n t  P. Huggard ( a c t i n g )  
Dudley C .  Mecum 

ASSISTANT SECRETARY OF THE ARMY 
(FINANCIAL MANAGEMENT): 

H a d l a i  A. H u l l  
R i c h a r d  L.  S a i n t  S i n g  

Eugene M .  B e c k e r  

COMPTROLLER OF THE ARMY: 
L t .  Gen. J o h n  A. Kjellstrom 
L t .  Gen. E.M. F l a n a g a n ,  J r .  
L t .  Gen. J o h n  H .  W r i g h t ,  J r .  

( a c t i n g )  

COMNANDING GENERAL, ARMY MATERIEL 
COMMAND : 

General  J . R .  Deane, J r .  
General  H.A. Miley,  J r .  

May 
Apr . 
O c t .  
J u n e  
Aug . 

O c t .  
Aug . 
May 
A p r  . 
O c t .  

Plar . 
S e p t .  
J u l y  

J u l y  
J a n .  
Aug . 

Feb.  
Nov. 

DEPARTMENT OF THE NAVY 
--__I__- 

SECRETARY OF THE NAVY: 
J .  W i l l i a m  Middendor f  J u n e  
J. W i l l i a m  Middendorf  Apr . 
J o h n  W. Warner ( a c t i n g )  Mav 

( a c t i n g  ) 

1975  
1975  
19  73 
1973  
19  7 1  

1974  
1974  
1974  
1973  
1 9 7 1  

1973  

1 9 7 2  
1 9 7 1  

1974  
1 9 7 3  
1 9  70 

1975  
1970  

1974  
1974  

1972  

P r e s e n t  
May 1 9 7 5  
A p r .  1975  
act .  1 9 7 3  
J u n e  1 9 7 3  

P r e s e n t  
O c t .  1974 
Aug. 1974  
May 1974  
Apr. 1 9 7 3  

P r e s e n t  

Mar. 1973  
S e p t .  1972  

P r e s e n t  
J u l y  1974  
J a n .  1973  

P r e s e n t  
Feb.  1975  

P r e s e n t  
J u n e  1974  

Apr. 1974  

49 



APPENDIX V I 1  APPENDIX V I 1  

T e n u r e  o f  o f f i c e  
From To 

-- ---_---____.___ 

DEPARTMENT OF THE NAVY ( c o n t i n u e d )  -- _I--- 

UNDER SECRETARY OF THE NAVY: 
Da-:id S. P o t t e r  Aug. 1974 P r e s e n t  
Vacan t  J u n e  1974 Aug. 1974  
J.  W i l l i a m  Middendor f  J u n e  1 9 7 3  J u n e  1974  
F rank  S a n d e r s  May 1972 J u n e  1973  

ASSISTANT SECRETARY OF THE NAVY 
(FINANCIAL MANAGEMENT): 

Gary  D.  T e n i s t e n  O c t .  1974 
Vacant  May 1974 
R o b e r t  D .  Nesen May 1972  

DEPARTMENT OF THE A I R  FORCE -- 
SECRETARY OF THE A I R  FORCE: 

James W. Plummer ( a c t i n g )  Nov. 1975  
D r .  J o h n  L. McLucas J u l y  1973  
D r .  J o h n  L.  McLucas ( a c t i n g )  J u n e  1 9 7 3  
D r .  R o b e r t  C .  Seamans,  J r .  J a n .  1969 

ASSISTANT SECRETARY OF THE A I R  
FORCE (INSTALLATIONS AND LO- 
GISTICS ) : 

F r a n k  A S h r o n t z  O c t .  1973  
R i c h a r d  J .  Keegan ( a c t i n g )  Aug. 1973  
L e w i s  E .  T u r n e r  Jan .  1973  
P h i l i p  N .  W h i t t a k e r  May 1969  

ASSISTANT SECRETARY OF THE A I R  
FORCE (FINANC'IAL MANAGEMENT) : 

W i l l i a m  W. woodruf f  Apr. 1973  
S p e n c e r  J .  S c h e d l e r  J a n .  1969 

COMPTROLLER OF THE A I R  FORCE: 
L t .  Gen. C h a r l e s  G .  Buckingham S e p t .  1 9 7 5  
L t .  Gen. J.  R. DeLuca  O c t .  1 9 7 3  
L t .  Gen. D.L. C r o w  Apr. 1969 

P r e s e n t  
O c t .  1974  
May 1974 

P r e s e n t  
Nov. 1975  
J u l y  1973  
May 1973  

P r e s e n t  
Oct. 1 9 7 3  
Aug. 1973  
J an .  1973  

P r e s e n t  
Apr. 1 9 7 3  

P r e s e n t  
S e p t .  1975  
O c t .  1973  
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