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SECRET B Y
MEMORANDUM POR: Executive Director«Comptroller

SUBJECT + PConsultent Report on Agency Procurement

1. PForwarded herewlith at Tab A are the comments of the DDS, DDSAT,
DI, DOP end B/PPB, on the Livingston Report. For your convenlence ve
have summexized at Tab B the main recommendations of the consultants in
mmerical sequence, along with summaries of the comments by the various
components. The recommendstions are keyed to the report, for more
detalled reference.

2. We feel that the DDS response is a particulsrly strong one,
presenting a positive course of ection thet involves the least disruption
of existing Agency organization and procedure while addressing itself to
the main criticisms made by the consultants ebout the present system. We
would summarize the significent remsining disagreements as follows:

a. In sgreeing that all R&D procurement should not be central-
ized in the DDSAT, we feel that there is still need for some single
stenderd for Agency management of all procurement conducted by 1its
personnel. We have therefore proposed that the Director of Loglstics
heve an overall policy relationship to 0SA/OSP R&D procurement
standards, in lieu of that recowmended by the consultants for s
Speclal Assistant to the DDS.

be. Both the DDS and the DPSAT belleve that programs now under
way for development of Management Information Systems in logisticel
and R&D procurement can be handled edequately wlth existing ex-
pertise in the Agency. We have doubts on this, based on the report
and on discuesione with the consultants during the survey. Comments
by B/PPB seem to confirm our lmpressions. We propose further dise-
cussions with the consultants to firm up ocur undersisnding of thelr
evalustion on this point, as e basis for deciding if outside
sonistence should be sought. There are cther minor lasues that are
covered in the body of our attached comments, but not significant
enough for emphasis here,

3. Your sttention is especiglly invited to persgreph 4 of the DDS
memorandum, which outlines his plan of sction, and to his regquest for
your approvel of it.

J. 3. Esoman

Attechmente«2 Inspector General ILLEGIB
Teb A: Comments of DDS, DDS&T, DDI, DDP
& D/FPB on the Livingston Repo o w .‘\ Léo | 25X1
Teb B: Summery of Comments i 2 of
s TR, WEeTd asxi

NRO review(s) completed.
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SECRET
Recommendation 1

A Special Assistant to DDS should be assigned responsibllity for
manegement surveillance of sll Agency procurement. (Chapter VI,
section 1.1},

DDS Cormment

'his recommendastion would have merit only if all recommendations are
sccepted at face value. It envisions a supervised Frocurement Program
encompessing both the "Agency system and the NRO system.” The interdepart-
mentel nature of the NRO system, its special delegations, funding, uncertain
future, security and DoD relations necessltetes thet this be separate. It
is unneceesary to change the responsibility for the other Agency procurement
from the Director of logistics to the recomuended Special Asslstant.

DDS&T Comment

The recommendation is based on the erronecus premise that there is no
single person responsible for procurement policies and procedures. The
Director of Logistics has this responsibility. The new job would duplicate
this function, &s well as taking over decisions now made by the Directors
of logistics and Finance, or the components responsible for meneging the
programs. This would insulate the DDS from those components and, as B new
echelon, would not facilitate matters. The objective can be met more
efficlently by charging the Director of Logistics with responsibility for
improvement rather than creating duplication. It would be a mistake to
establish a Speclsl Assistant for Procurement end at the same time make
the DDS&T responsible for R&D procurement.

DDI Comment

Endorses the ides of sseigning responsibility to one individual for
the development of uniform Agency procurement policies and procedures and
general monitoring of Agency procurement.

DDP Comment

e recommendstion should be sdopted. However, the proposed position
is envisioned as largely one of manegement surveillance. It should be one
of mensgement suthority and responsibility ecross the broad spectrum of
procurement activity.

It could become a source of central policy and procedurel guidance in
R&D snd related production procurement, each directorate heving e contract-
ing group in closest touch with the directorate's needs, end close to
technical officers.

D[EPB Compent

The principle of centrel suthority for Agency procurement is sound.
It should be mede cleer thet the DDS has this authority, reporting to the
Executive Director. If he chooses to have a speclal aseistant he cen so
mﬂde‘
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SECRET

DIRECTORATE PROPOSALS

The DD3, as does D/PFB, believes that the "Agency system snd NRO
syeten” should be kept separate and not be subordinated to one Procure-
ment suthority, and therefore that the Director of Iogistics woulad
contimie to be responsible for menagement polley, practice and procedure
over the Agency system,

The DDS&T eppears to have not fully understood the recommendation,
but tends to agree with the DDS.

The DDI and DDP agree with the recommendation, but the DIP would
80 even further and give resal authority to the rroposed Specisl Assist-
ant inetead of limiting it to "menagement surveillance."

SECRET
| Approved For Release 2004/08/16 : CIA-RDP80B01676R001600240002-9
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SECRET
IG COMMENT

The consultants felt s need for one central suthority over sll Agency
procurement, tc ensure compliance with uniform standards. This has ad-
vantages both in terms of internal controls and of having one way of ddng
business with contrectors, many of whom deal with more than one part of
the Agency. The consultents felt, from a considerable experience with
both government end privete contrecting work, that contractors are not
reluctant to take adventage of inconeistent policies and practices that
may exlet in e single government egency.

The consultants felt this required a single policy point, at a
sufficiently high level, with both policy-setiing responsibilities and
with a mensgement surveillence task as well,

The DDS is correct im stating that if there is not to be a "centrelie
gation" of R&D procurement in DDB&T, eway from DDS, the recormendation
Joses mich of its force. However, the "NRO system" would still be under
the DI, and the basic ergument of the consultants for the need for a
eommon policy still is an impressive one. We se€ no reason why the Direc-
tor of Logistics cannot be given responsibility for formulating RED
procurement rules that heve en epplicebility to 0SA/OSP {the "RRO system")
as well as to other R&D.

As this relatea to the consultant's recommendation on centralization
of R&D procurement under the DDS&TL, our final recommendation will be found
there, in the next sectlon of this paper.
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Recommendsation 2

All Agency RXD Procurement, with the possible exception of ISD
contractors, should be centralized under the directlon of DDSET.
{Chapter VI, section 1.5).

PDS Comment

¢ reasoning is inconsistent by recommending centrelization under
DDS&T, then decentralizing by exceptlons (e.g., TSD). This dramatic re-
orgenizationsl change of responsibilitles, menpower, and funde, %o achieve
the "team" concept of procurement defleate its own purpose by subsequent
exceptions. While the present system is effective, it does have coordie
nating problems primerily due to geogrephic separstion of offices. There
are eesler ansvers.

DDS&T Comment

The proposel, by excepting TSD end possibly KPIC, really decentralizes
rather than centrslizes, R&D procurement. There are only two procurement
gystems in the Agency (although the report says three, at one place, and
five in another), these being the Agency system and the NRO system. The
trensfer of contracting officers, to sccomplish the "team concept,” must
be accompanied by transfer of persomnel from Industrial Contract Auditing
Division and the Office of Finance. While the team approach would be
more effective than the present system, it should remain under the cogni-
zance of the DDS.

DDI Comment

ndorses the recommendstion, with the understending thei centrallze-
tion of R&D procurement does not include centralization of mensgement and
technical control of all RAD progrems. There is no cbjection to consoli-
dation of administrative functions related to contract procurement negotia~
tion and fiscal monltoring.

DDP Comment

Although the Clandestine Services can live with the proposed reorgani-
zation, it iz not certain thet it is the most effective way of managing
procurement. As the report proposes assignment of & contracting offlicer
to TSD it will not be much change over existing procedures there, although
under the new arrangement grester independence of action and final contract
negotiating suthority might improve the present practice.

B/PPB Comment

Except for NRO procurement, which should be hendled seperately, the
DDS should have ultimate authority for Agency procurement. The DD8 should
develop e plan for procurement specifications, and for making final determle
pations ss to acceptebility of material and services required by the Agency.

02-
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DIRECTORATE PROPOSALS

The DDS feels that to achieve the valld objectives of the recommen-
dation, and avold the major organlzationsl dislocations it would produce,
& series of asctions should be taken in preference to transferring RED
procurement to the DDS&T. These steps ere cutlined in paragraph 4, sub-
peregraphs b, e, £, g, end J of the DDS memorandum on the report,
summarized es follown:

{1) sufficient contract end industrial contrect sudit officers
will be essigned to the operating directorates to handle the R&D
contract work loasd and permit the "team” concept to function.

{2) DDs&T, DDP, and DDI would be delegeted, on reguest, au-~
thority to conduct ell R&D contracting for contracts up to $200,000.

{3) The Office of Loglstice will render advice, sssistance, and
guidance to all components in performence of their contract responsi-
bilities.

Both the DDS&T and DDP have reservatione about the recommendstion,
DDS&T tending to egree with DDS. The DDI appears to accept the recom-
mendation.

D/PFB, in expressing his disagreement with the proposal, adds that
the DDS should develop mechenisms for formulating procurement speclfica-
tions, snd for making determinetions on ecceptabllity of meteriel and

gervices.

- 2 -
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SECRET
IG COMMENT

The DDS reply sdvances a nev approach that is designed to meet the
objective of the consultants, in providing a form of central control,
co-location of technicasl and support persomnel, and achlevement of the
"team" approach in R&D contracting for R&D handled in the "Agency"
system.

We feel that the comeidered and balenced propoeal of the DDS ls
sound, and offers the least dislocation of any approach presently avail-
able. We endorse the approach in lieuw of that proposed by the consulte
ante. However, we also feel that there remains the basic issue of one
policy and set of procedures for Agency officers in dealing with the
outside world. This would derive from the development of & single set
of standerds applicsble to all Agency R&D contract activity (both "Agency"
systen and "NRO system”). It is not belleved that these would prove
incompatible.

1t 1s recommended that the proposal of the DDS for strengthening
the Agency's R&D activity be sccepted, and that it be extended to the
development of one set of standards and procedures for all the Agency
under the authority of the Director of Loglstics.

-2 -
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Recommendation 3

A contrect Review Board should be established with jurisdiction
over contracts over $250,000, chaired by the new Special Assist-
snt. (Chapter VI, section 1.2),

DDS Comment

e principle hae merit, and such a Board should be established
under the chairmenship of the Director of Logistics, Jurisdiction to be
aver $200,000.

DDSET" Comment

~Where 18 already & significant review of ell programmed activities
in the Agency. (It is doubted the comsultents fully sppreclated this.)
Individual transactions {after planning and programming) sre subject to
review and epproval under established procedures. The Deputy Directors
approve, the Director of Loglstics 1s vesponsible for contracting, and
the Director of Finance sudits contrects end disburses. If Agency managee-
ment feels this is insufficient 1t should cleerly charge the respective
offices with the specific improvementa needed.

DDI Comment
Such & Board eppesrs unnecessary. Approving officers can cell for
guch information as they need without the formallty of a board.

DLIP Comment

Gee thet & Contract Review Board should review all procurement
contracts of $250,000 and sbove at the DDS level, toc be chalred by the
Special Assistant to the DDS for procurement. The technical office
should be represented for any of lts contracts before the Board.

D/PPB Copmment

apports the institutionalization of & Coptract Review Board, but
opposes raising the “threshhold for procurement spprovel” from $150,000
to $250,000.

-3~
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DDT - basis that there is
DS end DDP egree. DDI and DDo&T do not, on
at, present adequate review activity in the Agency's planning and approval

gystem.

D/PFB egrees to the Contract Review Boerd, but opposes ralsing the
amount requiring approval by high euthority.

-3
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IG COMMENT

¥We feel that the value of thls proposal is, not that it adds to
the review and approval system, mes such, but thet it screens and
staffs, for higher epproval euthority, major contract actions usually
forvarded without such intermediate processing. It is a protective
management deviee, to ensure that a full substentive check has been
made, and that procedural requirements have been adequately met.

In its present form it supplements the proposed DDS delegation of
authority to the deputy directors in amounts up to $200,000, over
which smount higher approval would be required.

It is recommended that the recommendstion be approved, subject
to the DDS proposel of & Jurisdictional amount of $200,000.

- 3 -
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SECRET

Recommendation 4

Consideration should be given for piacing the responsidbility for
all suditing policies, procedures and assignments under the

directlion of the Chief, Audit Staff/office of the Tnspector General.
{Chapter VI, section 1.5).

DS & nt
gﬁn%s recommendation has no merit and does vioclence to the bagic

principles of the Agency's audit system. The division between the Office
of Finance and the Office of the Inspector General should be kept.

DDS&T Comment

recompendation vas based on lack of understanding of the role
of industrial contract auditing and that of the Audit Stafe. Further,
there are practicel problems in ebsorbing DCAA personnel. As the IO non-
concurred the proposal is not documented in depth,

DI Comment
fer to comment of IG.

walie there is an sdvantage to the proposal, there are other basic
considerations that would have to be faced. There should be further
gtudy of the audit function in the contract mechanism.

D(P?B ;;m*:.
8 not support the recommendstion,

as the Agency needs a separate
sudit control function.

-l}-n

Approved For Release 2004/08/ 18 CcRARRBP80B01676R001600240002-9



~—

Approved For Release 2004/08/16 : CIA-RDP80B01676R001600240002-9
SECRET

DIRECTORATE PROPOSALS
as shtated in original forward-

No one sgrees. IG also non-concurs,
{ng memorandum of L October 1966,

S T
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IG COMMENT

Our statement on the recommendation is contsined in ocur originel
meporandun. No cone concurs with the recommendstion.

It iz recommended that this proposal not be accepted.

R .
Copy 2 ©
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SECRET
3G COMMENT

No one dlsegrees.

The recommendsation should be accepted.
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DIRECTORATE PROPQSALS

No dissgreement.
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Recanmende.t‘ion 5

Productlon and logistics supply procurement should contimue to
be menaged by the Office of Logistics. (Chapter VI, section 1.3).

DS Comment
rector of Iogilstics shall contimue to be responsible for
managenment pelicles, practices, snd procedures of the Agency procurement

PrOgrals

DDSET Comment
None.

Concur.
P Comment

Concurs that regular production and intersgency depsartmwental pro-
curement should remain with 0ffice of Loglstles.

D/PFB Comment
Concurs.

Approved For Release 2004/0841¢ :(CH\-RI[3P80B01676R001600240002-9
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Recommendation &

Inventory management of technlcal items should contimue to be
the responsibility of the present components. {Chepter VI,
section L.h4)}.

DS Comment
None.

DDS&T Conment
Rone.

Conour.

DDP Comment

Toncurs that responsibility for inventory manegement of technical
1tems should remein with technical components, custody to be with the
Office of Logistics.

D/PFB Comment
‘Coneur.

-6 =

Approved For Release 2004/08/18 :ECfARBPB0B01676R001600240002-9



Approved For Release 2004/08/16 : CIA-RDP80B01676R001600240002-9

SECRET

DIRECTORATE PROPOSALS

No dissgreement.

-6 -
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SECRET
IG COMMENT

Ho one opposes the recormendation.

It is recommended that the recommendation be accepted.

25X1
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IG COMMENT

The verious specific points ere not replied to directly, slthough
sppearing to recelve general acceptance, 80 fer as general detail is
concerned. The basic issue here 1s the spplication of one basic stand-
ard to all B&D procurement conducted under the authority of the DCI.

Even if R&D procurement is not centralized under the DDS&T {in which
we heve sgreed with DDS snd DDS&T), and even if direct management of
084/08P procurement remaine in those components, there is still adventage
in having one general stendsrd and procedure to be Pfollowed. It 1e noted
thet the Office of Logistice now has a Procurement Hendbook, setting out
gtendards and procedures. That will probsbly be modified to lancorporate
the changes envisioned in the DDE plan of actlon.

It is recommended that the basic recommendation be spproved.

-7~
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SECRET

Reeomendation ki

Existing R&D procurement policy and procedures should be revised,
supplemented and published to encompass 8}l Agency R&D procure-
ment. (This would involve solicitation of comtract, evaluation
of proposals, & procedure for esteblishing operstional require-
ments, evaluation of reviews.) (Chepter VI, section 2.1j Chspter
11I, eection 2.T). .

DD8 Comment

No direct comment, but subsections s, d; J» k and 1 of peragraph &
of the DDS memorandum propose thet the Director of Loglstics will con-
time to be responsible for management policies, practices and procedures,
end states that he will render sdvice, assistence and guidsnce to sll
componente in the performance of thelr contract responsibilities. He
will also establish e comtract review mechanism end & Central Contract
Reglsiry.

DDS&T Comment

“DOGHT 15 attempting, through 1ts recently estsblished Frocurement
Manegerent Staff, to place greater emphesis on the listed points. The
Project Monitors Randbook and use of ADP on contract information, repre-
gent significent progress. Concur in the need for a central, repository
of informetion concerning contraciors.

DIP Comment
cneurs on all points, except that so much ss proposes solicitation
of contracts through the proposed Procurement Office in DDS&T.

DBI Comment
ce8 not comment.

D/FPPE_Comment
specific comment, except as generally menticned on the lssue of
centralization of R&D procurement.

-7 =
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SECRET

DIRECTORATE FROPOSALS

DS reply is encompsssed in 1ts objJection to lnclude KRO procure-
ment under the "Agency system,” snd in its other general responses in
paragraph 4 of its memorandum. DDS&T stetes thet a new procedure is now

being developed.
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Recommendation 8

There should be & complete enslypis and revision of the supply
inventory menagement system, mechenizstion of the interdepartmental
procurement procedures, and modification of the covert procurement
activities. (The inventory system should consider eriticality and
cost-value factorsy the present economic reorder point should be
re-examined; the| inventories should be
brought into the #ystem.] [Chapter VI, section 3; Chapter Iv,
section 1.2,(4).

DDS Comment

& acceptes responsibllity for s contract review mechanism to
ensure that the "delegated contract program" is in accordance with estebe-
lished policies, practices and procedures. A program for mechanization
of interdepartmental (MILSTRIP and FEDSTRIF) hes alresdy been initisted.
{See a.lﬁo IDS proposals in paragreph b4 of DDS memorandum on consultent
veport.

DDS&T Comment
None.

PRI Comment
None.

DDP Comment
oncurs. A complete analyels and revision of the supply mansgement
system should be underteken, encompassing present procedures for pricing
and lnveolcing of property distributed by Agency supply systems. While
concurring on recommendstions on Interdepartmental and Covert Procure~
ment, DDP felt it should continue to heve contact with SACSA (JCS Specisl
Asslstant for Counterinsurgency and Special Activities),

/PFB Comment
Wo direct comment.,

- 8 -
Approved For Release 2004/08/18 +CHAREBP80B01676R001600240002-9

25X1



Approved For Release 2004/08/16 : CIA-RDP80B01676R001600240002-9

SECRET

DIRECTORATE FROPOSALS

Responses appesr to accept general thrust of recommendation, although

gpecific response 1s missing on some specific points.
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IG COMMENT

There 18 not & specific reply to the various points in the recom-
mendetion, although the DDS eppears to accept generally the tesks outlined.

It is recommended thet the propossl be approved.
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IG COMMENT

DDS &nd DDS&T defend the work now being undertaken on thelr respec-
tive mansgement information systems. In the course of the survey the
consultants reported a series of developments thet led to firm impressions
shout the shortcomings in both systems, in design and implementation.
Based on the observetions of the consultants we ceme to the conclugion
that the Agency will design ite systems only after extensive trial and
ervor. It was this beckground that led us to propose that it might be
sdvantageous to employ outslde sssistance, with the thought that it
might well save considersble time, and produce = better system in the
end. It wes not the sbsence of expertise in the IG Btaff, as indicated
in the DDS&T comment, that led to the recommendation, but an spparent
low level of experience in the personnel in the Agency esgigned to this
work at present.

While the consultants have not ineluded in the report their detailed
opinions of why the Agency is elther off terget in some ADP epproaches,
or mecting with limited success in others, they could probebly gave s
feirly reasonsble sumary if requested. It iz noted that D/PPB entertains
some of the same reservetions sbout the DDS effort that we have about
present work in this field, favoring however gtrengthening expertise of
Agency personnel working on the problems rether than contracting for the
work. On this polnt we feel that it may not prove as difficit to
contrect for the design of the system and help in its inttial implementaw
tion as 1t would be to employ quelified people. Continued operation of
the syptem would not be as difficult as 1ts erestion.

As there is some disagreecment on this, and we cen only hold genexrsl
views in the sbsence of expertise of our own, it would be useful to
epecifically discuss this guestion with the consultants {without raising
the question of & contract, but to help understend the problem) to get
their frenk views.

T4 18 recommended that Executive Director discuse the AI¥ problem
with the consultants.
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SECRET

DIRECTORATE PROPOSALS

There is agreement on need for a mansgement information system, but
not on B need for cutside essistance 1in getting it started.
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Becommendation 9

Thet the Agency lmmedlately undertske the design and implementa-
tion of an eutomated Procurement Management Information System.
{Chapter VI, section 4).

DDS Conment

he principsel elements of the report have already been taken into
considerstion, and the DDS 1s prepared to sccommodate all of them into
the nev syetems design now under development. The DDS study hes been
largely limited to the DDS data bese, but the system under development
i1z for all directorates, snd the DDS&Y has indicated that certain
elements of the NRO procurement program csn be contained in the system,
with securlty protective features.

DDS&T Comment

oncur in the requirement for a mensgement information system, and
the DDS&T is now developing one. "However, we do not concur {in the In-
spector Qeneral's suggestion that) since his own office does not have
expertise in the fleld of automatic date procesaing consideration should
be glven to employlng an ocutside consultant, and perhaps the author of
the report, to assist {in this).” The Agency hes a significent capsbility
in the ADP fleld and any tsalent needed but not now availeble should be
sought in the form of steff employees.

DI Comment
oncur. Such a saystem is very much needed.

DDP Comment

oncurs that the Agency should immedistely underteke the design and
implementation of en eutomated system. Favors a separste system for the
Clandestine Service, but foresees no problem in meking it compatible
with other system for the purpose of total central RiD and related pro-
duction informatlon. Agrees that the plammed TSD system is not asdequate,
and adjustments are being made to meet the criticisms of the report.

D/PFB Comment

¢ recommendstion for design and implementation of an automated
sygtem is velid. Bolutlon of the Support Informetion Processing System
{5IPs) will not automaticelly solve the problem. It is belleved to be
warking primerily on reducing redundecy in the existing system rather
then developing & comprehensive system of reporiing and control. There
are three alternatives: (1) brimg in an outside firm; {2) continue with
the SIPS group ss constituted; {3) etrengthen the SIPS group with high-
level informatlion systems deaign experience. The latter spproach iz favored.
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Recommendation 10

The present system for budgeting, funding and accounting for the
Agency's stock fund should be modified. (Three slternatives are
outlined: a revolving stock fund, an informal stock fund, or
statistical accaunts?% (Chapter VI, section 5).

D08 Comment

Poes not concur, feeling that the present system, as recently approved
4in the recommendations of an ad hoc commlttee is the most suitable for
Agency operations. These improvements have corrected the basic deficiencies,
while each of the recommended slternstives poses & special problem: a
revolving stock fund involves Congresasional and BoB approval; an informal
stock fund would not regquire specific appropristion by Congress, and 1s
closest to the present systemj the establishment of a statisticsl sccounts
system is vague, and would dispense with formal financial accounts which
would be a serious step backwsrds in the Agency's over-all menagement
posture. The present system is the most flexible one for Agency procure-=
ment funding, particwlarly In the light of budgetary changes resulting
from economy moves and uncertalnty of supplementsl appropriations.

DDs&T Comment
¥o comment.

DDI Comment

The present system has been 8 source of confusion &nd annoyance for
some time. Favors & system like the revolving stock fund or the informal
stock fund, providing control by components including the prerogative of
reprogramming funds as required.

DDP Comment

Tonecurs that the present system be replaced with a more simplified snd
understandable one for funding property needs for Clandestine Service opera-
tions. Further study should be undertaken to determine which of the systens
recommended is best for the Agency, and the study should incorporste the
views of the DDP operating components.

B/FPE Comment

While not concurring in the recommendation, favoring instead the new
arrangements recently resulting from an internal Agency reviewv, PFB does
favor our stock fund providing components with information on property con-
sumption vaelue by materiel category. FFB also proposes that our budgeting
procedures provide for meteriel obsolescence and price lncreases, and
supports simplification of sccounting, and timely rveporting through com-

plete mechanization of our property system. These proposals would be the
subject of a study group's efforts.
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DIRECTORATE PROPOSALS

DDS feels that recent modifications in the exlsting system will
correct the defects noted in the consultant report.

DDI and DDP agree that existing system needs refurblshing.

D/PPB prefers holding to the newly-modified system, adding to
it the factors set out in his comment.
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1G COMMENT

The stock fund system has only recently been modified, to soclve
the problems that led to the recommendation of the consultants. That
new spproach should be permitted to be teated for a sufficliently long
peried to ascertaln the adsquacy of new arrangements. D/PPB has
recommended that specific sdditional factors, noted in his comment,
be incorporated into the present system.

Tt is recommended that the present system not be modified at this
time to meet the recommendstion of the consultants, except as suggested
by D/PFB. It is further recommended that the present system, as recently
modified, be reviewed in depth after it hes been tested for a year.
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Recommendation 11

USAF Auditors should be rotated. (Chapter III, section 5.4.2;
Chepter VI, section 6).

DDS, DDI, DDP and D/FPB
No comment.

DDS&T Comment

The consultant report states that the IDEALIST and OXCART have
continued with the same contractor end contracting tesms for a pericd
of eleven yesrs. This l1s incorrect. A detsiled review is given showing
change in auditors in thelr work, and the problems in acquiring new
auditors, and in changing them under the practice of DCAA. The "fresh
viewpoint" advocated by the consultants is more than balsnced by thorough
knowledge of the contracting firm and the program.
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IG COMMENT

The principle of rotation of audit personnel is s basic one that
should be sdhered to a8 much as possible. The detail furnished by the
DDS&T indicates that the problem 1s not as crltical as the consultants
understood it to be.

While supporting the general principle as stated in the report,
we feel that the position of the DDS&T should be accepted. The Chilef,
Audit Staff, agrees in this.
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DIRECTORATE PROPOSALS
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IG COMMENT

Tt is understood that the Office of Security, with its new
Industrial Security Divieion, 1s conducting a survey of the problems
alluded to in the report. While this is not spelled cut in the DDS
replys my understanding of thie new program leads me to feel that no
specific additional instructions at this time are necessary. However,
1t 4is recowmended thet the program of the new Industrial Security
Division be reviewed within s six months' period.
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DIRECTORATE PROPOSALS

Ko specific alternative or course of action stated.
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Recommendation 12

Procurement securlity procedures should be reviewed to identify
and eliminate inconslstencies in security methods followed by
different organizational units within the Agency. Re-examine
practices of procurement cover organigations to sssure that they
are consistent with the "real" environment in which they operate.
(Chapter VI, section 7).

DDS Comment
The Office of Securlty will meke available sufficient professionsl
Security officers to maintein the security of all contracting sctivities.

DDEET Comment
Ho comment.

DDI Coument
Concur. Unrealistic procedures and inconsistencies have been caus~
ing problems for contract monitors.

DDP Comment
Defers to the Director of Security.

D/PPB Comment
Defer to the Director of Security.
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Recormendation 13

HPIC should develop & contract for integration of its equip-
ment syetems. (Chapter III, Sectlon b 4.7).

DDS, DDP and D/FFB
fo comments.

DDS&T Comment
Fecommends the systems integration contract. This hss proven a

valusble technique for managing programs involving several sub-systems.
It has been particularly useful in OSA and OSP programs.

DI Comment
The point is well taken. NPIC will continue to develop an integra-

tion system concept internally which will be mission~oriented and will
hopefully accomplish total integration of the major contractual categoriles.
Contractual assistence will be gought ss required.
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DIRECTORATE PROPOSALS

DDI proposes an internal program in place of an external contract.
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IG COMMENT

NPIC does not appear to wish to have s contract for integration
of its gyatems, preferring to handle this internally. Cur own prior
investigations into warious NPIC programs has led us to believe, now
reinforced by the consultants report, that technieal expertise in
NPIC 1s too limited for this to be handled successfully internally.
We sgree with the DDS&T comment,

It is recommended that NPIC be instructed to develop & pregran
for a contrect of systems integrstion.
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Recommendation 1k

NPIC should give more attention to the plan for managing its
Iong-Range Program. (Chapter III, section L.4.7).

DDS, DDS&T, DDP and D/PFE Comments
No comments. '

DDI Comment

In accord with general thrust of the recommendation. NPIC is gware
of the need for continuing attentlon snd development of its long-range
R&D program. It has taken & number of steps over the past year to asssure
this.
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IG COMMENT
This is a matter for lnternal management. NPIC recognizes the

problem and plans to pursue & solution to it.

It is recommended that we follow up on thle in six months.
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DIRECTORATE PROPOSALS

UPIC will do as recommended.
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