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MBMORANDUM FOR Director or Centm lntemgeuce - | |
‘SUB]_ECT : Inspector Generai’a Survcy m' Civu Air Trensport (CAT)

REFERENCE : Memo dtd 10 Jan 62 to DD/S fr Actg 16, qubj: "Survey of
B e _ the Civu Air Transport Complax ,w/att

: 1. Subjeet survey conuins twelve specim: xecammendutom directcd to the
Deputy Director (Support). As set forth in detail below, 1 haye concurred ihall ex~ -
* cept two of these Tecommendations and part of a third, In several cases the necessary

. steps have already been taken and the desired results sccomplished., However, 1
~ should point out that concurrence in some instances is to a. certain extent qualified by
- our interpretation of what is intended by the xecommendation and our undersmnding
of the results that are expected to be obtatined. In addition to' these twelve recommens -
dations, the text of the report contains 2 number of comments conceming the manage~
ment of CAT, which I feel do not take into consideration the problems tavolved in -

"operating & venture of this size and complexity, nor do they indicate sufficient apprecia~
- tion for the acenmpliahments of the mamgemcnt in meeting the many requirements o
- thiat have been laid upon them. In the latter pages of this respanae, I would like to

" define certain of these problems and bring mto !ncus the mmgement 8 approach to
thetx solutiOn. ’

2. With regard to the speniﬂc racommendatims, our comments nnd report of
action tnken areas follows ‘ . R .

Recommendatmn No¢ 23

L That the Deputy Dh-ector (Support) make no 1mmediate chmge xn the system
of DD/S management of CAT - : : : :

- Comment. CONCUR

. In order to make the hest use nf this oystem of. management of CA‘I‘, ‘we he-
11we that the operational ruquiremmtaeg‘the.&gencywﬁl best be servedby . .
. developing the closest working arrangement | between the aperating divisions who
are the ultimate usérs of CAT's facilities and the officials bf the company who .
.- are responsible for directing the company's participation in covert air operations
as well as its overt activities. In providing direction for the allocation and the
Zwvement of the company’s fleet and personnel. avert and eovett activities nxe ‘
5 inaepnrable. v . o :

. CopyZ_of 7 coples.




o R__g_cgmmcmdatlon No. 24

'I’hat the Beputy m::ecwt (Support) deslgmwe a senlor offtcer to serve
~on his own. Statf as a mll-tlme project officer.

Comment' MN-ﬂONCUR

' It is felt that the projact can be Tun best by the contlnued useof a committee

5 composed of Tepresentatives of the Agency components concerned. This committee’ 5 S

principal function is to coordinate the air support requirements of the Clandestine -
Services with the company's. tequiremant for malnteining its overt posture, The
_ dscisions of this cummittee for the execution of current alr-operations, the !mldlnz
of capability, and forward planning are carried out by the Mnnaxing Director of
. the company who {s the case officer and maintains lialson with the usingdlements -

. of the Agency. We do not believe that another seniox full-time steff officer added

_ to the Office of the DD/S will contribute to providing a hridge between operations
 and administrative requirements. The bridge wlu still hnve to bc provided by the
o ceordinated eﬂorta of the committee. R o

Recommendaﬂon No. 25

:Also, imdividuals who are making their careers with CAT

B should have indoctrination and tr at Headquarters in specialized
“courses which the Agency makes available.

' The President.of CAT, as General Manager, must continue

to have over-all supervision and responsibility for all activities being carried out
by his subordinates. |




“!'tut the Dcputy Director (snpport) direc!: GA’&' mmgament m nka immcdute . |
. steps.to improve and ornnize housing. messing. rx, aud ramaaaml faciuﬁea
o for m pecawnel in Udorn

| C’omment GONGBR

o Tempomy compuy quamra are mprwidedtor aewurivaln untﬂ they can’
- *ﬁmlyzivw housing n the community, which tes been done satisfactorily by the

employeen already there and which they prefer to living on bass. Construction has

" begun on & recreation bullding which will previde a dining room and kitchen, lounge,

" bax, ¥X, showers asd toilets and two bedrooms for overnight visitors, The bufld~

- ing, which will be completely atr-congitioned, wiil costahout| |and will_
-~ ‘be completed duriug the next 90 éaya, at whtch nmo the tcmpamry Iaemtles now
“_belu,gucd wmhe clmddawn. o <

, a TheDeputyDimtor (Smport)diracﬂ T | to -
. constder the usignmentof 8 Jas aeeuri!y amcarmtmwn(or&nshok)
i for GAT opcmtiom . L : , ,

h. That the uieetieﬁ and nulgnmm ot thu }.ndivldnnl be with&n ﬂ:e mcr,

R ammy, and tradscraft limitations Liponed by the nonofficlal nature of the opetm-

I

= eammem: GQNG&FR

Anaxpeﬂencedaemﬂtyoﬁtcer }mm,.,waww. I ok
‘l:oknﬂhunlrudyemtadonduty‘ A second security officer was postedto . . .
. Udorn, but hs sexvices have heanxoundunnecuntyandhm uaignmentmtemt-

,utedinhutehl‘)ézr e S
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Recemmendation No 28

N 'nm the Deputy mrecmr (Suppo;t) direct CAT to sppoint a sen!or umk
~‘forae commander for covert aperationn in Sm:thcant Asia and assure that he .
~ is given 1ocal authority : , e . ,

~ Comment Comment GONCUR

Lo Etfecttve 18 }lmmry 1962, the position ot Regional Dlrector tor Southeast
 Asia was established with Headqumenlnbangkok
.|| Tnis position has been temporarily filied by the appointment |
" Mr, Ronald E. Lewis, who has been with CAT since December 1946, and who ,
. most. recently has been General Mmget for Alr America at Tachikawa, Japnn.

o in charge of the[ Operauen _The tetal Regiongl Statf for Southeast
- 'Mr. Ronald B, Lew:s' Tl ' :
' Capt. Fred Walker = Regtcnal Chtqf Puat TS S
Mr. Ajor Brigada = ~/Regional Mﬁnﬁ Mnuger . :
My. Jacknon L. Famey " "“Reglonal Technical Sem::ea ﬁanaget
_Mr, Willlam P. Cagney - Reglonal Traffic Managar S
. ‘Mr. William D. Barrus. . ~Regional Security Chief - e
Mr. ,C. X, WOng .~ Regional cummuniclﬁons Supervtsor

~ andin. cnarge of anm Fonowhag Netwotk e |

) .‘Awumuny, there s asslgned 8 praject chief puot tor mh apecm typa of m- o

As 8 permanent replacemen: fot Mr. Lawis as Regionﬂ Directot fot Souﬂxesa; R

: ;'Asia, thecompanyhucon&ac:wmemplny@olond}ohn? ‘MeMahon, who will

. retire from the Marine Corps at the end of April after move than 20 years of ‘ser- o
‘vice. He will assume his duties at Banjkok as soon as pousible afur the neceasary"_ :

R indnctﬂnatm at the Taipet Oiﬂee of tbe campmy

B Recemmendntton No. 29:

, That :hc puty Dtrector (Support) dt:act the mmgement oi CAT to develop
. for the corporation’s Americen employees a pension plan with' beneﬁts which
) _wculdbe equluble bythe standarda of Amertean ah' lines. S -




Ty

Cornment : CONCUR .

Eﬁectiw 31 Much. a Thrtft Plan m mpted uader wmch paructpaung

: ' employees will contrihuteJ:of their earnings to a trust fund at the Manu~-
facturers Hanover Trust Company. =The Company will contribute matching

amounts and, upon retirement, each employee’s share in the trust fund can

' be converted into lifetime income, As presently written, the plan remains
* . subject to modification through. about the ‘middle of June 1962, by which time

Internal Revenue Service appraval will need te heve been obtatued. Past ser~

~vice costs are expected to be slightly aver which will be paid
by the company into the trust fitnd in equal instal ‘over a ten-year period, -
. . the shortest apan of ime the Internal Revenue. Service will approve. The retire~.
_ment arrangements are to be carried out in the name of Air America, Inc., :
" and all non-Chinese employeeu in Air Amarica, Inc., Air Aste Co., Ltd and
Southern Air Ttansport. ., are to have the oppotmnity to join the plan. B

The, development of a Retirement Ptogram such as thia. 1nvolv1ng foxeign

exchange, several nationalities of employees, and the personal finances of many - |

individuals has taken longer than was originally anticipamd The chronology

~ of this endeavor is as follows. .In 1957, an insured plan was proposed by tield
- management, and the idea of & retirement plan was epproved in principle by the

Board of- Dtrectora, But nearly two years were required to get the immrance
company to produce an estimate ‘of the cost of thefr proposal, . Meanwhile,
many emplayees took a position agaixmt an insured plan and argued effectively

.. for a funded plan which would afford the contributors bettér protéction against
" inflation. Late in 1959, & Medplanw prepared in the field ;ndpropoaedto L

Headmarters, but had to be rewritten to exclude Chinese Naticnale, who were, .

" by a law recently reaffirmed by the Government of China, already provided
_statatory retirement benefits. The redrafted plan was turped over to Wyatt &
-Company, actueries and employee bevefit consultants, during 1960. The plan

- now adopted is an outm'owth of Wyau s raworktng of the tuld's origmnl draft

of * flmded plau. : N

a Recommenqum No. 3&--

The Deputy Dtractor (Support} arrangc m hsve the present treasurer-

é comptroller relocated in a suitable job fn the Uniwd States. and that he be
o su.cceeded by his prement deputy ' : v .

[cemment NON-CONCBR S, N |
A suitable tadividual to eventuany succeed the pruent 'rrmnrer-comptrouer, L

 whontdztxwmgthecommynreﬂremammofés.hbeingsmghnndwm
- ,_beempxmdwhenfmnd [ o




| Regarding his successor,
the company’s (ndependent anditors, who bave worked for several. years with
his Assistant (mt Deputy) have recommended against the advancement of this
Assistant to the position of Chief Financial Officer. Length of service, hard
- work cnd taith;fulnesa, they counsel, should not be. eonfused with the need for .
- importantly greater skill and talent in this responsible position, However, the =
v, President states that the Assistant is gaining cxperlcnca and, in hm minhm. 5
o ".may mntually qxultty for the top jnb. S =

“_","Recommendauon No 31

S m Deputy Btrector (&pport) d:ratt the Chief. Audit Bmff, to eootdinate the
: udttdthe CAT Complex, andplaceanAgancyauditoronthemd!ttenm as an -
observex t! possible .

Comment. C@NCUR

sible, duc to prcvicus cemmimem hy tbe A,mcy S
g the current audit now in pregxen. arrange- .

Althmgh itwill wt be Po
Audu Staﬁ, to weomplish :

v’_'B.eoommenéation No. 32. ‘

‘ T!me Deputy Director (Snppoft) direct CAT w0 sumtt to the Agency 8 General o
. Counsel a thorough ‘study of the tax prohlem, possible courses of acuon, and
. reeommeniations concemins the most des!rahle aalutlon : T

1 g@ cencun

‘ Tbﬁ Board ot mucwra. the Agency {3 Gmral Cmmacl. the Bxamﬂve Ccmmmee,
1 nnd company management, a8 well a8 the m&pendent auditors, have long been °
’ ! - &ware of the duficult tax pmblem which hu gtown np since the early coafused period




on the Mainlend and immedintcly fonowing the move to Taim 'I’hls is an iseue _ :

 which confronts every American company operating tverseas in a soft currency
. area and endeavoring to employ Amvartcan personnel. 'Thts p:ohiem has been .

. discussed with the President who sgrees that the siwation ‘must be corrected and

has undextaken to develop and submit to Headquarters an otﬁcrly plan that will
“be both palatable to the individual employees end plausibly acceptable to the

- Chinese tax authorities. The timing of a ::hange in the method of paying Americag _

< salaries misht be set to coincide with the granting of compenutlng advanugea.
Raeommendadon No, 33: | e , fa : .
R The Dm:y Direczor (Support) asstgn a aecremry to CAT or

| .ihat CAT itself assign cleared secretarial help for the Presiéent. the appropmte =

Vice Presldunts, and the’ Securlty Section

""'_‘IGOmment CONCURina. . BT T T T

Thare hu never, -at any time, heen any prohtbmonpwadon the Preatdent.
R appropriate Vice Presidents, or the Security Section against having ¢ cleared
. sscretarisl staff. secretaries have bean used in the past and have
been satisfactory. Additionally,. dependenu of U.S. military pctsannel ansigned
1n Tajwan have served as secretaries on a. cleared and witting basis in an em;lrely

o satisfactory manner. Field management has been directed to remedy their pre- "
- sent shomge in Taipei by local hire or by requeating what they need from Washington. e

NON*&ONGUR in h.

L ki
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| vRecommcndationNm 34

‘ . The Deputy mmm: (Support) request ﬂw Bevelopmcnt Projacx Dkviamn

" o provide in m'mng 3 cet of requirements for light plane operation in Southeast. =

" Asia for the next year. Buch a list should give appropriate recognition to the =~
'nceda of other agencies with light plane requirements in Southeaut Asia L

" 'b. The Deputy Director (Smort} diract the project nfﬁeer and CAT managa— o
mentuo meet these requirements. . o ‘ o

| Commm CONCUR

-~ The davelopment of suc.h a set of requitemmta wm he of 3reat usistnme to o
‘ '_compeny management in their forward planuing. Prior to 1ssuing definitive imtruc-j_
tions to CAthpmceedmnccordame wﬂhp&n b., above, any necenury hudget

'-wpportwinncedmb«pragrammed e : o

3, The critical comments contataed in the test of the report which T feel should be
mwered tall into three general cctegm:ies whir-h can be summsrized aa fonows ’

a. CAT has failed to meet the oparaﬁonal rcqaixemem of the clandestine
- Bervices by providing a resetwéf plms snd pﬂotn together with the measary
mmtennncc urvtcea. : o N L .

b. CA'I' managcment is over-emphulzins th@ commcrctal upectu of the : o

o buzineu to tha detl‘imént of clandentine opernﬁons. .

e CA’I‘ mmgemcnt s inaia:enca on contyolliz all cur operations and

quirements of the Clandestine -

‘Servk:a - muoml mqmrementa far air anpport consist generally of (1) pro- =

‘ "viding airlift with CAT's own alrcraft, exswed and meintained by CAT's personnel;

(2) providing maintenance and/or- flight crew personnel to go into the field to mainmm

... and/or operate Agency-designated aixx:rom and (3) mainutning Asency alreraft at

,CA‘I": mm mutnteame haae a Tatmm

i Two yeara ago, during the :ﬁrat qn&rtsr ot 1960, CAT's ﬁyiug with tto own alz-
crafy was siightly below 2,000 hours monthly. Discussions with DPD and FE Division
indicated that flight equipment in’ the fleet and the maintenance gnd ‘operating pernoxmel

- " tlacn cmployed mi,gh: be cxeeosive. It cppmed thut the Agency wmld naad to mpplement




, CAT hwome in order to avoid cmuiw Ioanes. About thin swa time, DD
prepared a staff study of CAT which commented that the company was tos large.
.. Some excessive Chinese staff was sapamed to reduce the cash drain, but CAT = .
- maintatnedits fleet and its ‘U.S. peraorngl peaimm whtch rcpresnnmd s very mh-
uuntul matﬁa n! renerva abnvfe 1960'n needs.: 4 ‘ .

Durxng early 1960. a MATS mmt was. underzaken. thun keeplag some of these -
spccumm employed and trained. The MATS operation initially added two DC6A/B :
&a&mﬂt o the ﬂeetsnd utuized und u'aimd the sama Tew comxﬂemm as :he o

| flights, , | LR T

a £ew months thereafter, requirements increased in Southeast Asie. Staﬁm;s gdde(l L ,‘
a8 pmmptly as’ eapable people coud be re#rulted, cleared and intcgruted S

LS ’With me suhsmtm merve wmch existed at t.ha outset o: this bntld—up. CAT wns

i Vahle to meet each tequiremient levied. We are not aware of any specific flylng require-

S mentwhichmpexmimdtogowtthwtmmusc. A8 mnpproprme, and as is part
_of CAT's plan, personnel were recalled from leave snd overtime was utilized through-

. outthe company.. Flmmsmmwww4ampexmonmbymeendoumandhave

. continued o grow, until in‘March 1962, they were 9,264. During this sme twu'vyear
. pimd eockplt cm peraonnel were mcreued from 80 to over 25(}

: AL this ﬁying-'m level, four and 1 8 half ;imea mly 1969, it mty be md that litde
- reserve exists; however, on this base GAT's éxpansion has continued and added xntute
 requirements can be met. Ckm:ently. ca;mtty aqmmm to dbout’ three C<46s and

o two DC6A/Bs 18 ‘avallable iu reserve and reserve flight crew capability is available

- Jor the use of these sircraft, During CAT's build-up; the greatest 9‘“‘“ b“ been ‘m‘

»”vtcpmnaagemm, andulmtiabemgaddedaaitmbefwnd. -

‘; The high lml ot s:secmized and e@eﬁm«d talent required in the: tnp mmgement Co
tnacammyotm complexity of CAT i not easy to find, espectally since such personnel
- must be willing to live in the Far East." 81:; corporations operating fn twelve, - semeumu o

- mioxe, different pontical jurisdictions, cmplmnz dtrec;ly about 3,500 poapie. ) o
-equipped and qualified to maintain and operate 21 typea of atr&mtt present »chanaﬁge i
,mtparalleledinmmymvuavimonwmwuons O At I S

o hulependent nnd nldlled obnervern trom v&rims segmenu oﬁ thc avintian mdnatry
. have volunteered comments to the effect that. CAT has done an unususily good job in -

" meeting this challenge. It is.not contended that pexfection fn all things bas been
- accomplished, but within the paasihmttea available to CAT, bullding an its esxly 1969

. bese which was connderod adequate, poasibly exaaasive. 1find thet CAT has metits .. f
8 arequtnmcnta,nﬂmerewrdmu showﬂmxmapecﬁic Agencyremeattaraitnft o
g _;-ﬁhas mneunmled o ‘ A




» of jwice has }urindiction over allutmem md control ot foreign en:hsnge 1] wen as

In the past two yesra, ten new types of atrcratt have been added to the CAT fleet, -

thus enhancing its capability. The most modern is the tour-eaglne jet CV-88D. The
~ most demanding undertaking has been the organizing and staffing of an H-34 helicopter
- unit of twenty machines based in Northeastern Thailand. This operation, performed

for MAAG, has, during recent weeks, been highly commended by MAAG Commander
General Boyle, U.5. Arroy, for its dependability and otherwise good performance.

© - Boyle has cited its performance as being superior to that of the heucopter operation
= ..m Yietnam conducted by U. S. milimy organlzations. : ,

5. Emphasis on commmial aa ICLS - AB the report points aut, dmrtng the first } |

~ four or five years that the Agency owned the CAT Complex, there was great need for

administrative improvement, The development of proper. accounting procedures, the

~ training of competent personnel and the establishment of proper corporate records and
practices had to be of primary concern to the management, although the continued --;'-' :
development efboth flying and maintenance capabilities for covert missions were not-
. negletted durtng this period. The corporate structure was revamped in 1954, and, -

during the succeeding years, the required administrative jmprovements have been -

. successfully fntreduced. The books of account since 1956 have properly reflected the _
- financial condition of thtcompany and statistical reports are prepared at regular intervals

to show in detall company air fleet utilization and aveilability and how mainténance hours -

- of 8killed labor are auocuted Foremu of expected nctlvity are alac prepared mry
slx months. . ' 4 7 . : :

Al ot these “toals of mmaxement ¢re those mrm:lly uuppned to the ofﬁcers and

- directors of a commerctal compeny interested in ‘making & profit, and that is exactly

‘what CAT has to be if it is going to maintein its ewrtupectouc!vﬂairuneopenung

- scheduled international and domestic setvte&s. ‘repeiring and overhauling its equipment

in its own maintensrce shops and, at the same time, ‘selling to- eutstde customm
charter or contract flying acrvlces as wen as. maintennace vmrk. S

It shwld be realized that Air Asia Ca. b Ltd. v the principle opetatinz aubsidiary of
the CAT Complex, is a Chinese company, incewporated in Formosa, and ie subject to..

. allthe rules and regulations of the Government of the Repuhncof Chins. As a corpora-

tion formed under the Foreign Investment Law, it owes its very exlatmwe to the Minisry
of Economic Affairs. As ¢ oivil air ling, the company comes under the Jurisdiction of
the Ministry of Commiinications which éirecﬂy controls all civil sir line operations
through the Civil Asroneutics Administration, The Ministry of National Defense, -
through the Chinese Al Pores, controls the air fields at Tajpel and Tainan and through .
the Taiwan Garrison Headquerters regulatés entry and exit permits for workers atthe = .
alr fields, including CAT's maintenance shops. The Minisiry of Ixuernal Affairs hes
‘administrative jurisdiction over all labor relations with the. employeeu “The Ministry

b




'hnpon or export permits. The Mintstry of Fimme, thruugh the Taipai Munimpn

*Tax Bureau (roughly equivalent te our District Director of Internal Revenue), is

‘continuously checking on the company's tax returns, methods of bo&keeptng. L
foreign currency transactions. The Bureau examines the company's tax remm !n

- great detail and sudits the corporate records supporting these retuins. Tt elso:

“enforces the Customs Regulations concernlng all imports and éxports.” To all of

these supervisory authorities, the ‘company must present the fagade of an etthodox

E husinass venture, seeking ptoﬂmble ways to provide fiying and maintcnance service m |

its eusmmera, and properly recording all tranaaations onits baoka. -

The tm'egomz telates onty to Alr Abia Co.,. Ltd. 3 but it lhwld alao he noted that

. AIr America, Inc. , which is a Delaware Gorporaﬂon and the most tmpartant element

. of the CAT comorate .complex; is subject to audit by the Internal Revemie Service snd’

must mainmin its eommez-cm ‘posture helm-e the’ United State- wthorities.

In connection with this overt posture that CAT mmst maintain vis=a-vis the Chinese

' vsuthorttles, it must always be kept in mind that most of the personnel employed in

the offices at Taipel diid Tainan are unwitﬁng Chinese Nationals. The extent to which’
the Chinese employees become aware of the detalls of operational sctivities can be

, 'mustxated by the ta‘lming summary of the hack*up that is required tofly a plane from, .

Taipel to Kadoos Thinese Alr F«m:e approyal muat first be obtained, and the
emct time and ultltude established at which the plane will pass through the CAF atr -
defense radar scréen. The Opsrations Office ‘agsigns the ¢rew from available flight
pernonnel and the Personnel Office is advised that they will be in ﬂight pay atatus,

The plane to be used. fgcchecked, fueled and released by maintenance personnel, =
Fllght leata prepero detaﬂu of the reute ta be followed and the Weamer Section




-
v ‘.

o suppnes route feracast data Finally, all pcrtinent data is fed into the Statlaucal ‘
Offfce of the 'i’rensurer-COmpttoner for entry on the books. Practtcally all of these -
tasks are handled by Chinese emmoyees and while there 1s no reason to question
thelr layalty to the company. ‘we must aasume that sny deviatton from normal pmcedures

o ‘afrany attempt to alter the hooks with unsupported "potional " entries would probably be

reported to the Government in due dourse. A more professtonal approach 1s to make our
overt accounting good enough and complete ennughrm withstand any acrutiny. and this
, CAT has dmze _ -

One ot me impartant akms needed m company mmgement is the capabﬂixy to build ,
viable commercial cover, and CAT should be glven credit for having carried out this
task well. Company management h3s also demonstrated that it considers its pr!mary
vanignment and profession to be the condncting o! eovert air lifte md other air operu-

7 uona nndex the aommercm eover it creates‘ o

, Attached hateto (Ttb A) ia a break&own of CAT‘: uﬁvitlcu ﬁncludinx Southem

; Air Trmpoxt) for the ten months ended 31 January 1962, The commercial air Mne .~
- sccountsfor]  jof revemse and [of flying hours. Add to these figures.the two .
overt flying operations performed for the U, §. Alr Force| |and for MATS
(Southern Air Transport) and the percen:agea total of Tevenue and of ﬂying N
‘bours. This 18 CAT's overt business cover and ite basic reason for having flylng crews
and planes and maintenance facilities, On top of this “nylng floor", the company has

flown undercooatract o CIA, USOM and MAAG a totsl of 47,367 hours or|  of its

total flytng hours.’ Revenues from these coptracts are Cot gross revemue. Any
‘comparison of the ratio of dollaz revenue to flying hours in overt and covert categories
would be meaningleas, since the flying équipment tnwlved is not comparable. The

. hours flown by the Convaix 880 Jet in the international schedulcd wervice cannot be -

" equated with the hours. flown by a single-engine Helio Courler. ‘However, it is worth‘
noting that wnore than twice as many "plane in the alr” hours were devotad to covert
: upeutions thln to so-caued overt commercm operattns :

'I’he mport dael mte that the epe:mienal companents ot the Agency havc not alweys
" been objective sbout the building of cover ‘and have ignored the limitations imposed on:
civilian organizations by forelgn Governments, }bwavar, it goes on to-underline the
‘point that the senlor company officlals are criticized for mr-emphaalzing commercial

S  activities to the detziment of clandestine Operatlm It would appear that better Halson

" between the operating elements of the Agency and compeny management would jead to -
a better understanding of the needs and problems of sach, Compeny management has, .
- we feel, through the Executive Committes and oﬁzerwian, effecuvcly otfered the mecha-
nism for clour liaim and better understanding Fae S
6. Control of a.lr“ serations and cmmunlcaﬁm - Qur renpoue to aecommendation
" No. 25 sbove states our position regarding the |
 However, this point needs to be given particular sttention since the Inspector General's .




. survey (Pmsraph 13 of Section < describes a syatem of mmgemmt whlch cxper!ence
halprmnwm not result in proper control of the Agency's assets and éffective direc-
tion of the exploitation of GAT' ities. As already stated, more operstional

ent can be used in CAT,

S However, in providing efrlift and in conducting air operations for o
.. _the Ageuncy, ditection end control within CAT must come from the top of the company. -
o Field employees of CAT, |or etherwise, approp- -
a ristely respond to the next higher level in CAT, and through the President who is the’ o
_(leneral Manager in the field. Attempts st other arrangements have failed to provide the
R organization which is essentidl. 1am convinced that it would be absolutely
-+ unsound for the management of any orgnnization of this size and complexity to be zetting :
ituardersfrommorcthancneaource. _ ) : .

¢ find no important difference in loyalty to the Agency between o
Al and CAT employees who are non-staff, but witting. PBoth these indi~ ~ ©
- viduals are afforded the same elementufdirectcontmwimmc Agency. Thisis
. through CAT's’ supervisory chatn. Their basic responsibilities to the Agency are ‘
«easentially the same even though the make bim some=~
* thing of a temporary employee in the CAT organizadon. CAT recruita continuously for =
" additional skilled supervisory personnel and would prefer to fill positions with
should individuals with the necessary talents be willing to Yemain long enongh
in CAT to gain the required experience and background for responsible assignments
“within the CAT syatem. To acquire the skills which are so ‘essential tud 0 retain these
. people for extended periods of time in the Far East, the company has, 80 far, toand it
CE neceuaary to offer salarles which can only be paid to overt employeea.

R n Decemher 1961 CAT prepaxed a docnmant enmled "contingcncy Force I'lan",
o which tovides for the organtzatlon of & “covert cell” within CAT. Belected indivi~
f ' |make up this group. It is visualized that the
group must be augmented and re-sh from time to time, dependlng upon the/nature -
- and size of cowrt projects undertaken. In any and all caFes, the ex ‘officio head of I
this field cell is the President and General Manager of CAT. He may delegate @ large -~
. part of his covert duties to & Gtaief of Staff, but, in any case, he must remain know-
‘ledgeable and is responsible as the senior Agency representative in CAT in the field.
.1t is planned that each of the eight. senior individuals-in the covert cell will rotate e
 through tours of duty at Agency Headquarters in such a manner that one of these indi-
. - vidusls is always in Washington. Thi.e Headquerters duty should setve to brtng ox= .
_ perienced long-vterm employees closer to-the Agency L




. out each: opntatlom

A conelusion 1 would lke to say that while rclatmm between tho pxoject and
the operating components of the Agency have at times been less thau samfnmry B
o not believe that these shortcomings can be attributed to the system of management

~ which has been established and which I am convinced is the most workable and prac-

ti¢al method of adminiatering this complicated project.. There is a. besjc conflict be- -

- mgn any business proprietary and the operational demands that are Jeviedupon ft; -

. the bigger the proprietary, the bigger the inherent conflict. Misunderstandings and
ppersenality conflicts have, in my opinién, - been lugely to hlame for the friction that -

~ has developed between the operational elements of the. Agency and company manage-
- pitent. - These can and must be eliminated through better coordination here at Head-

‘quarters between the originaters of requizements for air support and the managers

- of the project.. Immndwmateweryeﬂmwdevelenadesewrmmmw”
" these two elements: so that whenrequucmmsformwpponmappwbymad- SR

- Quamrs there will he a mmml nndcrlumdlng of. the mcthads m he empleyed to carry

Attmchmcnt
'I‘ah A




. TABA

TEN MON'IHS ENDED 31 ,[ANUARY 1962

Plying ~  Consolidsted .
Hpurs v Grons Revexme

- Services Undm: Cmtract to C!A

-7 C8G = Okinawa, Saipan . 199

NACC - Fiymg Taiwan 90

- .. Maintemance. E Lo e

BPF : Thafland o o o818 0
USOM (57-08) Holio S 4,365 -
L Ce46 4,485

Co4r 635

o .De-28 . ... 92
- CEECO»Personnel, Taiwa.n. Takhu SR

: : Mnintcnance : c

SonthoastAaia 0-46 S eem
“Apsche - 882
‘Hello. 288 ¢

L C-45 2,097 ¢

o0 -
T—J ]apm, Korea L 6,320

‘ “'Airlmc Operationa | SN g
" Intermational . 4,482

- Domestic . .. ‘,‘1‘.146.9.

- Agency Commtaslons _ R (SR AN A
Chartet : R \ 1,065, 21,2

. Contract Mainxenance E@gineering
< USAF, USA, USN Aircraft

Other Alreraft - ' S _ e o
Equlpment R I R e 12,0

'-.'G*Wmnﬂms» oher s

;Non-Rovenue Flymg Hours CL489

Southem Alr: Transpo:‘t. Inc. : T

-Latin America C~46, FKur Emnc:&A/B, .
Net After Services from AAMand T O
AACL R 9,810 e e T 4

TOTAL . Hours 71.671 Gmu nevme 100,08




