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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 25

Honorable Psul J. Kilday, Chaimnen

Bpecial Subcommittee, Central Intelligence Agency
Comxittee on Armed Services

Bouse of Representatives

Deaxr Mr. Chairman:

Herewith is our report on review of seleected activities of the
Central Intelligence Ageney, Jauuary 136.. The reviev wap made for
mmuoraoumnincmtherthewmofmwtorm
Genexsl Accounting Office could be expanded sufficiently to make
reascnably comprehensive evaluations ef CIA's activities that would
be helpful to the Congress.

This reviev was made pursunnt tc the interest indicated by the
Special Bubcommittee at an executive hearing in May 1959. Following
seversl meetings between represontatives of the Gemeral A¢counting
Office and the CIA, the Directar of Cemtyal Intelligence ead the
Comptroller Gensral in October 1859 had sn sxchangs of cofrespondence
concerning the audii and concerning restrictions on undertsking revievs
in the ares of sensitive security operstions. Various st¢ps were taken
by CIA to plsce the General Accounting Office in & positién to make a
comprehensive sudit of the overt setivities of CIA. Based on our
reviev, however, we believe that unfer the existing seeurity restric-
tions on the General Accounting Office audit of CIA activities, we do
not have sufficient sccess to meka comprehemsive reviaws én & con-
tinuing basis that would be proéumetive of evaluatiens helpful to the

Congress.

Our review of selected overt aetivities in the Intelligence Com-
ponent disclosed certain matters ubich heve been brought §o the atten-
tion of the Agency, and which are discussed in detail in Appendix IV
to this report. These matters relate to (1) the financing by CIA of
certain Department of State motivities which do net seem %o be the
Primary responsibility of CIA, sad such finamcing mey have the effect
of supplementing the appropristions of the Depertment of $tate and
(2) the financing by CIA of certsin Library of Congress adtivities
vhich substantially transcemd CIA's imterest and regponsipility. CIA
officials advised us that correetive action is being taken.
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Inasmch a8 we cannot, ir our opivion, effectively accomplish
any worthwhile audit objectives at CIA on & continuing basis, we plan
to discontinue our sudit of CIA sctivities.

We are prepared to discuss these satters with you should you so
desire.

A copy of this report is baing sent today to the Director of
Central Intelligence.

Slaceraly yours,

Camptroller General
of the United Btetes
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REPORT OF KEVIEW
or
SELICTED ACTIVITIRE OF
THE CENTRAT. IVTELLIOERCE AGENCY

JANUARY 1961

GENIRAL COMMERTS

The General Accounting O7fice has maée a review of selacted activities

of the Centrel Intelligence Agency (CIA) for the purpose of determining
whether the scops of the Genera’ Azcounidsg Office sudit of C!A mbo
expandad sufficiently to make 1+ productiive of evalustions that would be
helpful to the Congress.

Our review included sn examination of the basic lawe governing CIA
activities, CIA regulstions, Instrueticns and other policy documents made
available to us. We reviewed the: interam] controls over the utilization of
funds, personnal; and property or 1 selxctive basle %o the extent permitted
under the audit limitetions imposed by the Director of Central Intelligence
in a letter dated October 16, 1059. Because of these limitations, which are
summarized on pages 11 anud 12 of thie report, substantisl segments of the
reviev were 1limited to discussions with CIA officials respensible for the
direction of the activities selectsad for review, and there was complete
denial of access for discussion in the srea of cover: intelligence operations
of the Planc Component. Commen®s or tha epecific activities included in owr
review are contained on page 13 of this report.

This reviev vas made pursuant tc the interest indicated by the Speclal
Subcommittee on the Central Intelligence Agency of the Commlttee on Armed
S8ervices, House of Represenfatives, st an executive hearing in My 1959,
viich NBB - SPRAPEARRIC 20 SEOMIOD A IR B PROPETEABEEYBE 4 bR g rector of
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Centrul Intelligence and the Compytroller Genersl, which correspondence is
included in ihe appendices to tiic report. The reviev was started in
January 1960 and vas completed in Janusry 1961.

Based on our review, we believe that the security restrictions placed
upon the General Accounting Office ewdii of CIA activities will not permit
reviews of CIA ectivities sufficlently cagprehensive to be profuetive of
evalustions bhelpful to the Congress. Imtalled commsnic on the effect of the
security restrictions on owr audil sre conbdained in the Fipdings and Con-

clusions section of this report. (Sco pee 13 .)
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ORGANLZATION AND MARAGEMENT

The Central Intelligence Agency wes ostablished under authority con-
tained in the Bational Becurity Act of 1947, for the purpope of coordinating
the intelligence activities of the Goverment departments snd agencies in the
interest of national securlty. As sel forth in this act, (IA is under the
direction of the National Secuxrity Councii, sné it is the (mty of CIA to
advise on, and tc make recommenMtiors fo:r the coordinstiot. of, intelligence
activities relating to the nmationel secart.ty; to correlale, wvaluate, and
disseminate intelligence relatiny tc ths nawonal security} o perform ser-
vicez of a common concern to the intelltgmmce agencics; snf to perform such
other functions as may be &irectné,

The suthority necessary to “re sdminfatration ol TI2 setivities is pro-
vided 1in the Cemtral Intelligence Agency set of 1949. Thie act provides CIA
vith the eauthority considered to te essmniinl to the sdmindstretion of the
covert operations and intellizence Turchtions of the CLA.

OROANIZATION OF CEWTRAL INTELLIGMNCE /GACY
The activities of the Centrwml Intelligence Agency are carried out by

three mejor organizational compomente~-Plene, Intelligence, and Support--
under the direction of the Director of Jertral Iuteliigence. Fach of these
three mejor qoumponents is hesded Ly & Dapuiy’ Directo: whe 1s responeible to
the Director.

Pirector of Central Intelligenc.

The Director of Central Intelligence i: the heed of the Central Intellie
@once Agency and is responsibie yor tbe proper performence o7 the Ageney's
functions. The Deputy Director of Central Iatelligence msgiste the Director
in the performance of his duties ané sctms ac Idrector in ke abszence of the

Director.
Approved For Release 2001/09/0:4 C|A-RDP89-Q§1 240A000100140112-3
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The Director and the Deputy Ddrector of Central Intelligence sre ap-
pointed by the President by and with the advice and consent: of the Semate.
Either of these two poaitions may be held by commissioned officers of the
armed services, but the two position: may not be occuplied oiml tanecusly by
comnissioned officers.

The staff of the Director of Central Intelligesmce inciudes sn Inspector
Generul who 1s responsible o the Birecthor for conducting inspections and
investigations throughout the Agerey, inciuding the survey and evaluation
of the assisnment and performence of tha ulssions and fumctions for all CIA
components, and the investigaiion of irawd, misuse of funds, conflicts of
intercst, and other mmtters.

Plans Component

The Planc Component, or Clandestins Faervices, is the erganisational
mechaniesm by which the Agency's espionage, cmtcmiom, and other covert
operations are carried out. It je uvnder the direction of the Deputy Director
(Plans).

Support Component

The Stmp@z;t Component, under the direction of the Depyty Director
(Bupport), 1s responsible for providing the overall ndministrative and other
support necessary to the Agency's intelligence, operational, and related
setivities. Support responsibilities inelufle leganl, finandisl, communications,
transportation, e:i\ﬁ.pment, supply, persouns), training, sequrity, mmnagement,
and internal audit cervices and sexivities.

Intelligence Component
The Intelligence Component carries out the Ageamcy's raesponsibilities for

the overt collection, systematic organizstion, production and dlssemination of
substantive intelligence. It is under the direction of the Deputy Director

(Intelygenne}hFor Release 2001/09/04 ; CIA-RDP80-01240A000100140112-3
PR TN BERTE R U



Approved For Release ZOOEI;’

S {FDEMTpEe0 012s0m0001001401123

The functions of the Intelligence Component may be grouped ln three

general categories: the over: collection of intelligence; the collation
of intelligence, and the production and dissemination of istelligence reports.

Funds for the performance by CIA of ite sotivities are provided in the
appropriations by the Congress «w other Govermment departments and agencies,
and are transferred to CIA in sccordance with the authority from the appro-
priation committees and the spprovel of the Bureau of the Pudget. The funds
80 transferred are available to CIA without regard to any limitations on the
appropriations from which trsasferred.

CIA officials bave advised us that the funds mmde available to finance
CIA activities are subject to ammal review by special subcomssitiees of the
committees on appropriations of the Fouse of Representatives and the Benate.
We were advised that the congressional reviews are made in closed hearings
and are baged upon certain budget date submitted to the subcommittees and
testimony of appropriate CIA officials. Ve understand that the determina~
tions of the congressional subcomdtiees aure not subject to further review
or approval by the Congress.

In addition to the funds provided ammally to meet the planned (budgeted)
needs of CIA, CIA has contingency reserve funds availsble to it. CIA offi-
cials have advised us that bescause of the pature of their wetivities, it is
not possible in the advance planmning of the normal budget cycle to provide
for all of the intelligence operating requirements in an ever changing world
situation. For this reason, coatingency reserve funds are available to CIA
to meet its emergency needs. Thase contliagency reserve fuhds are, in effect,
supplemental sppropriations wiich are md: in advance of the nsed therefor.

Approved For Release 200({@%@@%&30-01 240A0001 00? 40112-3
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They are provided in advance becsuse it hes been determined that CIA's
supplemental appropriation needs cannot be imcluded in supplemente) appro-
priations to other Government depsrtzente and sgencies without leading to
the disclosure of the smounts included therein for CIA sctivities.

Ve understand that the budget estimmtes for each year rm submitted tc
the Bureaun of the Budget for review, and CIA funds, including contingency
reserve funds, are subject to Bureau cf the Budget apportidnment.
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LEGAL LIMCTATIONS O THE AUDIT OF
BSOS AN Chlakbtian AdsaCL AL 1LY LLE

Ve understand that intelligence operstions reguire the use of methods

vhich dc net alvays conform to lsw ead regulations, and th4t it 1s essen~
tial tc & secure and effective intalligence service to withhold fiscal and
other information revealing the spscific rature, scope, and msthods of
intelligence operations, or the idantity of persons o engaged from wnauthor-
ized disclosure. The authority for CIA ©c withhold such isformation is pro-
vided in the Mational Security Act of 1947, and the Central Intelligence
Agency Act of 1949,

Section 8 (b) of the Central Intelligence Agency Act provides the
authority for CIA to expend funds without regard to law and regulations, and
vhen mads for objects of a confideatial, extreordinmry, or emergency nature,
such expenditures, vhen so certified to by the Director of Central Intelli-
gence, are not subject to review by the Genmeral Accounting Office.

Bection 8 (b) of the mct is quoted dbelow.

"the mms made avallable to the Agepcy mmy be expended without

regard to the provisions of law and regulations relating to the

sxpenditure of Government funds; and for objects of e confidential,

extreordinary, or emergency pature, such expenditures to be

agccountead for solely on the cartificete of the Director and every

such certificate shall be deemed a sufficilemt voucher for the

amount therein certified.”

Under this suthority, CIA clsssifies the funds available t¢ it as vouchered
or wnvouchered (confidentisl) funds. The vouchered funds sre those funds
that can be expended in accordance with the provisions of the CIA Act of 1949
or the provisions of law and regulations normelly applicable to the expendi-
ture of Government funds, and, in the Director's opiniom, the vouchers and

related documents can generally be mede avallable for audit by the General

Approved For Release zoegggg#%ﬁﬁﬁfpso-m240A0001001401 12-3
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Accounting Office. Confident’a’ funés are those fumis used for necessary
official purposes of such a conidential, extrsordinary, of emergency nature
that they should not be acaounted. for in detail outside CIA., These confi-
dantiel funds are odligated and expended tnder authorities aad regulations
prescrived by the Director. Dethil sccountings of such cosfidential funds
expenditures are not mmde outside of the Agency, vut, for the mosi part, are
accounted for outside CIA sclely cn the certification of tke Dirgetor that
they were expendad for confidentlal, erxtreordinary, or emelgency purposes.

Section 102 (4)(3) of the Netiomal Security Act of 1947, provides in
pertinent part:

"fhat the Pirector of Centrul Iptelligence sball be re¢sponsible

for protecting intelligence gources snd methods from snsuthorized

disclosure,”

Under this authority, CIA withhoiés irom our review certaii activities,
records, and documents, which, ww bave heen edvised, might reveal intelli.-
gence wethods or operational locatiors regardiess of vouchered or confi-
dential funds claasifications.

Under this authority, CIA aleo reviews all written mmberial, including
this report, that is prepared in the course of ocur sudit wrk for dissemina-
tion %o other than CIA officials. The murpose of such a review is to deter~
ming the proper security classification of the information contained therein,
and to detarmine whether the perscn or persons to wiich tog: meterial is
directed are properly cleared to receive snd meintain such classified informa-~
tion. Where, in the Director's opinion, emy of the writtey material mighti
diselope intelligence sources or intelligence methods; the Mrector has the
authority to require that all or part ¢f the materlsl will not be disseminated,

Approved For Release 2001i§9{04% CIA-RDF80-01240A000100140112-3
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regardless of the security clearnansec of the person or perstons to wvhich
the mmterial is directed.

Prior to the agreement for the extansion of the Geners.l Accounting
Office audits at Central Intelligence Agency to include reviews of ite
activities (see page 10 ), we evamined certain CIA expenditures at the site.
This arrangement was made with officislias of the National Ihtelligence Authore-
ity in August 1946, and bas buen continued with the succeetling intelligence
agencies. This site audit of cartain CIA expenditurss wes essentially
limited to & review of fiscal officers' accounts, including en exsmination
of certain relsted vouchers and other documents evidencing the expenditure
of sypropriated funds to determine vhether the expenditures were made in
sccordance with the provisions of the CIA Act of 1949, or yith the lews and
regulations generally spplicabla to Government expenditured. Ia addition,
the site-audit etaff performed Lisison functions between GIA and the General
Accounting Office as requested oy CIi officials. Questicnkble expenditures
vers submitted to our site-mulit stasy by CIA officials foy review prior to
payment. Reports werae not issuad to snyone outside CIA, aud formal excepiions
to the expenditures made were not taken, but any expenditujes that were
questioned in ihe sudit were talgan w informally with CIA ¢fficlals. The
gite~gudit activities were lmited tc expenditures of CIA teferred to as
vouchered funds.

AUDITE

In 1945 when the site-sudit cf centrul intelligence expenditures wes
first fnitiated, the General fccovating Office audit sctivities encompessed
generally the audit ol expenditwe and related documents centrslly and the

Approved For Release 2001/09/04 ; CIA-RDP80-01240A000100140112-3
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settlement of accounts of fiscal officers, the awilt of financiel trans-
actions of Govermment corporations, ané the investigation of matters re-
lating to the receipt, disbursemant, zrd upplicetion of fwids.

Since the enactment of the Cemiaml Intelligence Agency Act of 1949,
however, the Genersl Accounting I fice has broadenad the stope of the aud;it
of the activities of most Goverxam. ugencies. Under our present eundit
approach, the basic purpose o i sadit is to review ald e¢veluate the
mauner in which the sgency or scidviiy under audlt ¢arries out {ts financial
responsibilities and to report sw Jind » opinions and recamsendations to
the Congress, or agency offieclisls, ao agpropriate. Finmncial responsibilities
are construed tc irclude the cxpmditure of funds asd the utilizetion of pro-
perty and personnel only inm the conduct o authorized pro@wess or activities
in an effective, efficient, and xconumical menner. We exaidne, also, agency
practices and procedures followad Li. carrylng out the agemwy policies and
mke selective examinations ol actwd. sctivities and transtictions as a meens
of appreising the application cf egwcy macilices and procedures.

T ——
v_,;-.\.—i.w;;ir &Y

CERIRAL TRt

In & lottar dated May 29, 19%9, to the Cheirmsn, Special Subcormittec
on the Central Intelligence Agency of the Committos on Armed Bervices, House
of Representatives, the Comptroller Geperrl comcluded ihat & broader type of
audit, more in line with our presext suldlt approach at other Federa) depart-
menta and agencies, 1s appropriate apd denirmble for owr audit of CIA and
that the limited audit then being corducted be Mscontinueé. The belief
was stated that the broader comprehensive audit is more illely to be proe-
Guctive of evaluations of the addnistrative functions, whieh evaluetions

Ty G KK
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would be helpful to the Congress end the Director of Centrwul Intelligence.
It was concluded, also, that any broedening of our sudit activities should
not include an evaluation of CIA intelligence activities.

It was proposed that our audit work he expanded to intlude an examina-~
tion of vouchered expenditures and, st the outset, the controls and procedures
used in processing confidentisl cxpenditwrec. It wes proposed, alsu, to
make & limlted examination of the suppcrt for confidentisl expenditures in
asccordance with such agreement a3 to scoess as can be reached with CIA. A
copy of this letter is included as Appendix I to this rsport.

In a letter dated October 15, 1959, "o the Comptrolle) General, the
Director of Centrsl Intelligencs set forth Xds position on any possible ex-
pansion of the General Accounting O0ffice audlt of CIA activities. This posi=-
tion is summerized in the mext succecding paragreph. A copy of thies letter
is included aes Appendix II ©o thls report.

The General Accouniing Office comprebensive typs audit of CIA activities
will heve to remin cutside the aree of sensitive security sctivities regard-
lesa of whether the rector hes inveked his special authopity under Sec-
tion 8 (b) of the Central Intelligence Ageacy Act t0 make & final accounting
therefor. Although sll funds egpropriated to the Agency are technically on
an unvouchered {confidential) basis, the exercise of the Mrector's authority
to meke a final accounting therafor los been limited 4o thwse activities which
in the nationel interest ehould heve iha 1m:lumm security protection. CIA
sxpendi tures sre made vhere possible unda: the general audiorities of the
act without invoking the speciel sutlorily, and, as z result, certain non-

sensitive sctivities in support of confideniial coperations arve fPunded under

L’ i ; » .
Approved For Release 200%/09/04 * €IA-RDR80-01240A000100140112-3



$fhl €14 3bpeo-01240A000100140112-3

Approved For Release 20§ i

the geeral suthorities of the 324 or the genersl awthorities avallable to
Government agenciee by verious 3tutuies. In such instancess, the compre-
hensive audlt of the General Acsounting O07fice would have o remain outside
the area of sensitive security activitiss.

In a letter dated October 21, 195%, whe Cumptroeller General advised the
Drector of Central Intelligence ithet the Birector's posidion on the Genernl
Accounting Office audit of CIA artivitlies presents problems on sufficient
breadith of coverage and review >f detail Tor the pursose ol reaching sound
evalustions, but that the Ceneral Accouating Office is willing to btwoaden
its activities at CIA within the principles expressed in the Director's
letter dated October 16, 1959. ‘The Comptoller General ad-ised, however, in
the event it appears after & Lrial period that the reviews ave limited tc
such an extent that we canmot effectively and eonstructively sccomplish any
worthvhile audlt cbjectives, we will Lave %0 consider vhether the audit
should be continued. A ecopy of this lettusr ie included as’ Appendix IXI to
this report.

The following report sectione contall: our commdnts on the effect the
vithholding of fiscal and other irforrésion hes in limlting the General

Accounting Office audit st 14,

Approved For Release 20%/9’9 : -g:— CIA-RDP80-01240A000100140112-3
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FINRINGS AND CONCLUBIORS

Our review of CIA activitiss ha: been limfted to selacted activities
of the Support Compoment and “h3 Ini . llgmce Compogent of CIA. The liwita-
tione on our review are summmi<lzal on rag:s 1] andlp of ids report. We
have had no sccess whatsoever to the sctirliies of the Plans Component of
CIA. In the Swpport Compoment, % rveviewed selected activities of the Office
of the Compiroller, the Offfce o Logiaice, and the Audit Btaff. In the
Intelligence Cowponent we reviewd sciested activitdes oi the Office oi
Operations, the Office of Cenmtrn . Referamme, and the OOfice of Basic
Intelligence. This report contains brisf cosments o the setivities of the
Inspector General, but we have hud no access whatsoever to the work of the
Inspector Qeneral or his stafs,

Based on our review, we Lelieve that under the limitations placed on

letter dated October 16, 1959, it is n5% possible to perfora comprebensive
revieve of CIA ectivitles that would be procactive of evaldations helpful to
the Congresc. It is not possibie, iu our opinion, for the Jeneral Account-
ing Office to mmke comprehansive reviews aand evaluatjons of the activities
carried cul by the Plans Compcaens sad the Support Cemponen’ of Cla. It 1s
possible to maie ressonably comprelwnsive ceviews of the oo activities of
the Intelligence Component, nut such raviews, on a ccntinulg basis, in our
opinion, would not be productive o evalwations helpful to Uongress.
Compents on our reviews are cuntrired ia the following sections of ihis

report.

Approved For Release 20@@9!&4{;%}&%@280-01 240A000100140112-3
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PLANG COMPOMENT ACTIVITIES

The Plans Cosponent, or Clandestine Service, is the arganizetional
mechanism by which CIA's espionage, counterespionage, and other covert
operations are carried out.

The General Accounting Office will have no sudit accass whatsoever to
the Plans Component or its activities, Decsuse access to confidentinl opers-
tions is denied to us. We wuld be permitted to make & voucher-type sudit
of certain vouchered funds transactions, principally payroil, processed for
the Plans Component in the Fiscal Bivislon of the Office of the Comptroller.

Office of the Comptroller

The Office of the Comptroller is charged with the responsibility for

budgetary and financial operationc oi' the Agency, including both overt and
covert (confidentisl) operations. This responsibility is cerried out under
the direction of the Comptroller by five operating divisions and certsin
staff unita. The five opereting éivisions are the Budget, Finance, Fiscel,
Industrial Contract Audit, snd the Machine Records Mvisions.

Bacause the opersting divisicns of the Office of the Comptroller have
both overt and confidential operutions, and access to confidential operations
is denied to us, the General Accounting Office canmert effe¢ctively reviev and
evaluate the integmated activities carried out in the Offi¢e of the Comptroller.
The General Accounting Office could meke s voucher~type site audit of trans-
actions processed in the Fiscal Division, but such sudlit,is our opinion,
would not be productive of any sstisfactory conclusions or of results commen-
surate with the efforts involved. |
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Budget Diviston
The Budget Division is respamsibile for the developmgnt and adminis-

tration of the overell budget plsns and progrems for the antire Agency.

This responsibility is carried out under the direction of the Chlef, Budget
Division, by five branches. An Asalysis Branch is responiible for the
mmmtland administration of Wudget plans and prograps of eack of the
three major CIA components. A Specisl Projects Branch operates emtirely in
the ares of clandestine sctivities and is responsihle for carrying out the
budgetary responaibilities az they apply to CIA prepz*im:;y and subsidy pro-
Jects, including the review and ammlysis of corporate fingncial statements of
the business entities owned or subsidized by CIA, ih order tc evaluate the
fund reguirements of esch project. A Support Branch maintains the budgetary
records, assembles the segmants of the budget estimaies and Justificetions
prepaved by the apalysis branches, and provides clerical apd typing services,

The Generml Accounting Office canrot reviev and evalupte the activities
of the Budget Division and the buligetary cantrols exarcise{l by the division
over CIA sctivities for the resaons stated in the fallowing parsgraphs.

All bramches of the Budget Division sre involved in céafidential funds
activities, eand the General Accountisg Office will be permitied only limited
access to eany of the branches. We were advised dy the Chief, Budget Division,
that it would be necessary to resove records and docwments concerning confi-
dential fumde activities from the filas before we would dbe permitted to
reviev the activities of & brmanch.

The Chief, Budget Division, adyiced us that budget estimmtes are prepared
by the Jgemcy for submission tc and review hy the Congress snd the Bureau of
the Budget, and that these estimates disclose dats normelly submitted by

s
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Government sgencies to the Congrass and to the Buresu of the Budget. Th
estimates are prepared on an all funds basis with ne separmtion of vouche:
and confidential funds activitlies. We understand that clemsred personnel oi
the Bureau of the Budget review the detailed requirements “hroughout the
Agency on s continuing btesis, and that the subcommittees o the committees
on appropriations of the House of Represaatatives and the Benate are fur-
nished full informmtion about the Agency’: activities in &y amount of detail
deaircd.

The Chief, Budget Division, Jurther advised us that e Agency budget
estimates could be made avallable for cur review only on & selective basis
with the selection to be made by the Agency. Two overall summary schedules
which include all funds of the three CIA components were muie available to
us and, in addition, the narrative Justifications and organizational and
functionsl statements supporting the budg:t estimet¢s of substentially all
of the activities of the Inteiligence Comonent wm.m nvailsble to us.
The busdget material on the aciivities ¢l the Photographic ntelligence Center
of the Intelligence Component was withheld, however, The documents to vhich
we were given accese were on an all Turds basis and do not disclose the
detaills of either confidential. or vouchered fund sctivitien.

Ap previously mentioned, fxads necessary to meet CIA cperating require-
ments are not appropriated directly to CIA, but ere included in the appro~
priations made to certain other Govermman: depsriments and sgencies and are
subsequently transferred to CIA. The Chaiwmen of the Apprupriations Come
mittees of the Senate and the House of Representatives advise CIA and the
Bureau of the Budget by letter o tle amounts sppropriated for CIA activities,
and the appropriations in which the Iunds are included. The Chief, Budget

Approved For Releaseézm‘

How gt

é‘ﬁl 'RDP80-01240A000100140112-3



Approved For Release 2@@@@?5?@@@%0-01240Aooo1oo1401 12-3

Division, advised us that such letters setting forth CIA fimds could not
be made available to the Gemersl Accounting Office for review, because
these letters disclose the sourcss of CIA funds and would lead to the
disclosure of the methods by which the funds are made eveilable to CIA.

Pinange and Fiecal Divisions

The division of finencisl responsidilities in the Office of the
Comptroller is generaly besed on vhether the activity is of a sensitive
security nature, vhich in order to protect intelligence methods, procedures,
or sources should not be accountad for outside the Agency, or vhether the
activity is cne usually found ia other (Jovernment operatiohs and the releted
expendi tures could be made in mccordance with the provisions of law and
regulation usually spplicable to Government trsnsactions and, in the
opinion of the Director of Centml Intelligence, can be suilited by the
General Accounting Office. CIA funds alloted for sensitive security
sctivities are designated as unvouchered (gonfidential) funds and the res-
ponsibility for the financial aduimistration of these confidential funds is
assigned to the Finance Division. CIA funds alloted to nopsensitive activie
ties are designated as vouchered funde and ihe responsibility for the fin-
ancisl mnagement of these fuads is mssigned to the Fiscal Division.

CIA expenditures are paild by Govermmeni check drawn ir tke Tremsury
Department Branch ¥o. 2, of the Fiscal Mvieion, or they are paid through
the covert disbursing system of the Finance Dvision. Where the trensaction
is of » nature that CIA or the Governmeat may be ldentified with a trans-
sction, the payment will be made by Government check which will be ﬁrwn in
the Fiscal Division regardless o the vouchered or confideptial funds classi-
fication. Bubstantially all vouchered funds transactions sre paid by
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Government check. Where the <rapsactions is of such a natyre thet it
shouléd not be ldentlified with the Jovernment, the payment is mede through
the covert dlsbursing system of the Finance Division.

Fizence Division

Finance Pivision responsibilities include the preparsiion and mmin-
tenance of the financial records ané =ccounts, and the periodic fimancial
reports on confidential funds firancisl activities; the adgpinistrative
audit and certification for payment of ciaims which mre chergeable to con-
fidential funda allotments; the oparation of & covert disbursing system; vhe
preparation of covert payrolls; end related activities.

Officials of the Cffice uf tha Comppiroller advised us that the General
Accoumting Office would bave no audit sccess whatsoever (¢ the Pinaace
Pivision and the sciivities pertoraed i1 thet Divieion. This pesition is
based on the fact that all of the activities of that Divielon a&re confi-
dential activities and are therefore precluded from review under Section 3 (b)
of the Central Intelligence Agency Act of 1949.

The FPinance Division is respousiblc for the mmintenange of CIA financial
propexrty accounting records, regerdless cof whether the property wes acquired
with vouchered or confidentisl Iuwnde. ‘ihese sccounting records and controls
are not subject to review, because we are noct pevmitied audit sccess to
Finance Division sctivities. Ail inveatory, except adminigirative supplics,
are consldered by CIA to be ol & confidentisl nature. Administrative supplles
are also considered t¢ be of u confidentisl neature in som: instances, for

example, wvhere such supplies are for oversess use.

Approved For Release, 23001/(29(04;; CIA—RDPSO 01240A000100140112-3
bl b0
By Qo i B AN

1R



Approved For Release ZOOF%ﬁ[ﬁgﬁﬂﬂIlSO-m 240A000100140112-3
VL ‘

Fiscal Division

Fiscal Division responsibilities inciude the preparsaifion and mmintenance
of the finanecial records and aczounts and the periodic repbrte on wouchersd
financial activities; the adminlstreiive audit and certification for payment
of claims which are chargesble o vouckered funds sllotmenis; the opereiion
of a Tressury Departwent Disbursament Eranchi the preparation of vouchered
funds peyrolls; and related activities. In addition, all funds sppropristed
to CIA and all CIA disbursing fuids ere in{tially recorded on the records of
the Ficcal Mvision, and the Divieic:: is resporeible for muintaining the
spplicable overell allotment and expendlture ceontrol recortis. In the case of
confidential funds, this overall contrel s maintained ttovugh a sexles of
recipyrocal accounts on the records of both the Fiseal Dvision and the
Finance Division. The detail comtrol records for vouchererl funds are main-
tained in the Fiscal Pivision.

The General Accounting Office 1s parmitted only limited audit sccess to
the records, accounts, reports, ewenta, and files prepeiced and mmintained
in the Fiscal Division. This reastriction bas the affect o curtailing the
audit by the General Accounting O7fice 1o a limited vouchei-type sudit of
transactions processed in the Fiszcal Division. Cur comments on these audit
limitations follow.

The central accounting records remiatnined in the Fiscpl Division include
& general ledger of vouchered fuands nccounts which ledger is supported by
cexrtaln detsiled subsidiary sccounts and by four books of original entry. The
books of originel entry inelude vegisters for Cesh Receiptn, Cash Disburse-
ments, Bills Rendered, and General. Jowrnal, and form the thsis for monthly
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swsmary posiings to the genernl ledger accounts. In addition, an allotment
ledgexr to control the obligation and experditure of vouchersd funds allot-
ments is mmintsined in the Division.

CIA officials will permit audit accers to the general ledger, but will
not permit andit access {o two of the buoks of origlial entry. We will not
be permitted to reviewv the Register or Cash Receipts, or (ke General Journal.
Officlais of the Office of the Comptroller advised us that the Register of
Cash Receipis would disclose the sources ¢f funds which are amde svailable
to CIA, and perhaps, the devicus mathods by which these funds are mede availe
able to CIA. They advised us aiso that the General Journal might include
sufficient detail concerning the reserve for contingencies, wvhich detail
might be coupled with information available elsevhere and sight lead to cone
clusions concerning the direction of sensitive security op¢rations of CIA.
The officiale stated that these limitatiors were imposed in order to protect
intslligence sources and methods from uwmuthorized disclosure.

Vouchered funds expenditures are sot ceritified ¢o by the Director of
Central Intelligence under Section 8§ (b) of the Central Intelligence Agency
Act as being expenditures of u confidenwisl, extraordinary, or emergency
pature vhich cannot be accounted for cutside CIA. However, the vouchers and
other documents supporting certain vouchersd funds expendifures processed in
the Fiscal Division are not available for comprehensive sudit by the General
Accounting Office.

CIA vouchered funds expenditures fall into two generul categories:

(1) vouchered funds expenditures walcs are chargeable to vouchered funds
allotmants, and (2) vouchered fupds expenditures which are chargeable to
confidential funds allotments.

T ;);CA!,?«-RDPSO-M 240A000100140112-3
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Officials of the Office of the Comptiroller advised us that the vouchers
and other documents supporting voushered .Jeuds expendituras which are charge-
able 1o wvouchered funds ellotments may indioate the name, isture, or locstion
of & project or activity which cannou be dlsclosed guisice CIA. These
officials stated that if such transaciions were selecied [ audlt, the
vouchars and supporting documents coulc not be wede avallabls to owr sudit
staff. We made a limlted review of selecuied vouchared fwmls expend!itures
chargeable to vouchersd funds aliotments, aud found that ane of the trsns-
actions selected were withheld from owr review. Officials of ihe Support
Component subsequantly advised us tiwi ovae wi (he transaciions chargesble
to vouchersd funds allotments wil. be withhaeld from our review on the con-
dition that the sensitive informiion is 20i used in ouwr ahifiit and is not
recorded in our audit working papers.

Officials of the Support Camponent advised us that the vouchers and
other documants supporting vouchered unds expenditures whitch are chargeable
to confidential funds allotments couid be made available Nr voucher-type
audit by the General Accoumting Mi'fice, Lut since these trunsections involve
sctivities that are of a confidaatinl, oximwordinary, or etergency nature,
under the limitations set forth in tw Bliecior's leiter duted October 18,
1959, they are withheld from comprebensive audit by ihe Geteral Accounting
Office. FPurther comments on thesc expend:tures are contslied on peges o)
through 28 of this report.

Officials of the Support Component avivised us that the: Genersl Accounting
Office would be permitted awdit access %o the records, fllis,and documents
maintained in the Payroll Brmucn of the Fiscal Division, buit would be per-
mitted only limited access to the personmel files of individals included
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on the vouckercd funds payroll. W3 wsulé be permitisd accdss to the
personnel files of employees egdgod 1a purely overt acilviuies, but we
would not be perwitied to have accass o the perscnnel files of employees
engaged in clandestine activities or in @lrect support ot aiandestine
activities. I is our understanding wat thiz arrangement “ould pernit the
General Accountlng Office to raview the personnel Tilss ol ywactieslly sll
oi the esployees of the Intelligence ompoaent, but wuld greclude the
review vf such files of all ampioyoes Of tae Plens Componens and of praciie
cally all of the esployees of e Sunsort Component.

Based upon the doliar volame of rouchsred funds trapsa:bions charged to
vouchered funds allotments, tia sajor astivity of the Fiscal Dvision is
payroll activity. fThe Fiscael JivE is: persomel services daligstions
against filscal year 1959 vouchersd fuids was about & per sant of the iotal
vouchered funds obligations crargad t: vouszhered funlls allotmenta. The
parsonal services obligations of the Iatelligence Componeny, however, repie-
sented cnly about 20 percent ¢f ths Soial TIA fiscal year 1759 personal
services obligations or about 3. porceai ol she Plscel Pivision Piscal
year 1959 persooel services obliga . iona.

The Chlef, ¥iscal Divisicn, adwisad uz that present nHlans are 4O place
the vouchered iunds payroll o newiy acgwired elactrenic egaipment in
Novembe: 1960. He further advised us whas the related ‘m;::mls and procedures

necessary tc the proposed clmnge bavae uot et dbeen ﬁmﬁ.%}&.l

1 The Chief, Fiscsl Division, adviged us that at May 1, 194Y, this proposed

changeover had not yet been ascompiivhed.
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Itmbamsibletopeﬂorm-pamoumtotmmmrﬁm
payroll activity under present sudit iimitations, but the nbility to audit
payroll activity after October 1960, caanot be determined wmtil the new
payroll system 1s installed. We déo not balieve, hovever, that the audit of
payroll activity would be productive of evaluations that whuld be helpful
to the Congress.

Industrial Contrect Audit Division

The Industrisl Contract Audit Division (ICAD) is charged with the respon-

8ibility for the reviaw of financial and cost data submitted in contract PO~
posais for determining throug: field surveys the extent to which the Agency
can rely upon 8 contractor's cost determinations and the Fimanciasl ability of
a contractor to perform under contract; the adninistrative pre-audit of all
vouchers under confidential funds contracts, and of all voichers under
vouchered funds contracts, whieh will require a cost or price redetermination
audit; the field eudit of all CIA cost ané price redwtermisable contracts;

and the reconciliation of certain hemk bmlsnces of the covert dishursing
system of the FPinance Division. The Chief, ICAD, advised us that the contract
audit work is performed entirely by ICAD employees, most of vhom are ststioned
at CIA Headgquarters, and that without mejor exception the aamtract audit work
follows the applicable provisions of the Armed Forces Procuvement Regulations
and Comtract Audit Manual of the Department of Defense.

Because substentially all of the ICAD activities pertain to confidential
funds activities, and access thereto would be denied, it would not be pos-
sible, in our opinicn, for the Genersa. Accounting Office to review and
evaluste the activities of ICAD. Review by the General Acopunting Office of
the audit activity of ICAD perteining to vouchered funds cohtracts would be
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' ‘permitted, tut 1% is cnly & minor segmext of ICAD setivity, representing
not more than ten percent of ihe dsllar vclume of cast and price redster-
minable contrmots subject to ICAD fleld audit.
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Under the suthority comtained in 8octica 8 (b) of P.Ls 81-110, the
Central Iatelligemce Agency Act of 1549, CIA dstermines vhich of its ex-
penditures will or will mot be sccounted for to, and subjedt to audit by,
the General Accounting Office. (z this besis, CIA elassifies the funds
avallable to it as eilther vouwchered funds or confidantial funds.

Vouchered fimds are thosn Tuade that cem be expendad {a accordance with
provisions of the CIA Act of 1948 ar o>f lav and regulation mormelly applicable
to the expenditure of Govermment fmds and, ir the opinion o the Pirector of
Central Intelligence, tha vouchers and ielated documemts ggnerelly can be made
avallable for andit by the Genersl Acamumting Office. ﬂanﬁmml funds sre
those funds used for necessary offieial purposes of such a confidential, extya-
ordipary, or smergency nature that they eaapot or should ag% be accounted for
in detall outaide CIA,

Confidential fimds transections generslly ave dsburagments that arae
accounted for on the certificste o the Dlreator of Cemtral Intelligence
under Section 8 (b) of P.L. 31110, wiick srovides:

“(b) The sums mde sveilable to @he Agamcy may be expnded withe

out regard to provisions of law and mgulations relating to the
expenditure of Governawmt fyads; ard 7or objects of & ronfidential,

extraordinary, or emsrgmmcy nnture, such expenditures 1o be sccountec
for solely on the certificata of ibe Mrector asd every such certificate
shall be deemed 8 sufficlent veuwcher or the amsunt certifiac.”

Vouchared funds transactions are 0t sccesmted for os the wﬁii‘imﬁ: of
the Director.
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Included in these vouchered and coanfidentisl funds trensactions are
certain transactions which are paid fros vouchered funds but are charged
to eonfidential funds allotmsnts. Orficials of the Office of the Comp~
troller, CIA, advised us that vouchered fimds disbursements charged to
confidential funds allotments rapresont transsctions thet are not sensitive
until associated with CIA, that they are ot accounted for on the certificate
of the Director, and that they are disbursements by Governpent check for
services, egquipment and supplies obtained from or through other Governmert
agencies and commercial vemdors. These officials iaitially advised us that
these payments were not being made aveilsble for audit by the Cenernl Account-
ing Office staff mssigned to ths audit of CIA, but vhere these transactions
vere payments to other Government agencies, the relsated disbursements by the
receiving agency were subject t3 nudit by any Genexsl Accoumting Office staffs
that might be assigned to the audit of such agencies.

Disbursements by the receiving agencies of such CIA funds may be sub-
Ject to ouwr aulit, but in any such audit we would B¢ precluded from know-
ledge that the dlsbursements involved CIA, or were to meet CIA requirements.
In ocur audite of other Government agencies, there have beeh instences, however,
where CIA officials have requested that the General Accounting Office cease
cortain audit activitieas. The Daputy Comptroller advised us that the
instances where the Gemeral Accounting 0f¢ice has been requested to cease

st sottvistos [ >5+°
o0c R > <, w w v

vised, d0 not involve fund transfers between CIA and other Govermment agencies.
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The Deputy Comptroller advised us that these iransactfions avernge to
be about 15 per cent of CIA's totnl expanditures. The totnl of these vou-
chared funds disbursements chargad to confidentisl funds allotments are
included in verious reports issusd by the Comptroller as vpuchered funds
transactions. The activity during the two lmmedistely prior fiseal years

may be summrised as set forth below.

25X1A

The Comptroller advised ue by letter dated September 19, 1960, that if
these disbursements to other Covermment agancies were certified by the Dir-
ector, the disbursements by the ecelving Guvernment agancy would be exempted
Trom sudit by the General Accownting Office. These disbhursements to other
Goverment sgencies, therefore, are rot certified to by thé Director under
Bection 8 (b) of P.L. 81-110 In order to parmdt audit by the General Account-
ing Office of the dlsbursements hy the veceiving agency. %The pertinent parts
of the Comptroller's letter are set forih below.

25X1C

*

"4, The remson for not extending the DCI certificatiga pro-
celures to transfers toolhucr Gevernment agencles is ag follows

+8
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8. When fund Lreasinw are made to other loverne
mnt sgenclies, and sdeguin sulit ean bhe ao-
conplished without compromising mmwm
Mmuwwt&amﬁmw
The Agency feels that such en sudit is Gesl ble.
However, 1tthcmsfer &ipbursenents are
oertitied, m,amumm
thu%ﬂm . of dlsburssmant dv the
recelving agency.

25X1C

Oofficials of the Suppert Cogponent sdvised us that thise disbursements to
comuexcial vendors _ during the fiscal yesrs 1959 and
1960) would not be mbject w sadit by tho Qenernl Accounting Office, because
the transactions are seneitive wwn sesonisbed with CIA. !hese officials
advised us, however, that beginaiug with oxpenditures froa fiscal yesr 1961
funds the sudit exeption providad in Section 8 (b) of P.L. 81-110 will be
utilized and the expenditures will s scoounted for ander "he certificatior
of the Director.

The Deputy Director (Bugport;mdvised we by letter datiod April 13, 1961,
however, that there would be uo objecilon to making the voxchers and other
documents supporting wouchered fwids transectione which an; charged to con-
fidential funde allotments amilable for roucher-type audlt by the Generel
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Accounting Office. Tite woull Heamit the Genersl Accountiyg Office to
perform the same vowcher-type awiit of dwsc iransadtions ¢s was possible
prior to the initistion of this review,

Office of logistics

The Office of loglstics, uwuier the drection of the Mrector of logis-

tics, is responsidble for the Hlanning and implementation of CIA logistical
support. Thils responsibility includes the procuressst, ddetribution, ac-
countebility and disposition of Agency uqupment, supplies and real estate;
the trensportation of persormel, equipmant, and supplies; sad the provision
of printing, mall, and courler services. Tuese responsibilities are dis-
clurged through five operatin. Hvisiows eai: certain stall anits. he
operating diviaslones are Printing Eervics:, Procuremst, Resl Estaie sad Con-
struction, Supply, and Treneporiution.

The Gemeral Accoumting Office, in ' opinica, csn mele limited reviews
and evaluations of the centralizeé sctivities of the Printing Bervice Bive
ision. Based on our veviews snd éiscusaicns with ofiicials of the Office of
logistics during fseal year 1900, tbe Usnennl Accomating ¢ffice, in our
opinion, cannot review and evelunte the metivities af the Frocurement,
Supply,and Transportation Mviniens. ifovever, certiin cisages in the policles,
prectices, snd procedues afirciing the sctivities of these dlvisions are
presently being implemented and rre expscied to incresse tle Gemeral Accounte
ing Office eccass to these ecrivities.

Effective July 1, 1960, CIA satablisted policies and procedures to
permit the use of vowchered funds allotuerts for heexdguariers property pro~
curement consistent with CIA secrity roguivemsnts. This ¢hange generally
permits vouchered funde to be used for overt procurements {rom commercisl

vendors in the name of CIA whero the documents suppa-iing the trenssction do
Approved For Release 2%0{}/09/04 CIA-RDP80-01240A000100140112-3
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not reveal sensitive dats, and for overs procurements from other Government
agencies. Prior to July 1, 1960, Besdgumrters vouchered fimds procurement
actions were limited to cerimin resesrch und development ctntracts and to
contracts for the procurement of edwinigtretive, housekeeping and jJanitorial
supplies and equipsant. This chnuge will make additional supply actions and
Tinancial transsctions avellabla for review by the Qeneral Accounting Office,
and will permit increesed audit examirations into the utilization of such
property in the overt activities of the Intelligence Compornent.

e Procuremssnt Division, unéar tha ddrection of the {hief, Procurement
Division, is responsible for tha procuraneni of material afd non-personal
sexrvices required by CIA operations.

e Gensral Accounting Office will be permitted tc have access for review
of the policies, practices, and procedures applicable to ngs-covert CIA pro-
ewemnt activities, but any verificetions thereof would b limited to
vouchered fund procurement actions. Headgumrters vouchered funds procure-
mant asctions ware limited to certain resesrch and developmeat contracts and
to contracts Lor the procuresnnt of admingetretive, housekeping anéd Janitorial
supplies and equipment in fiscel yeer 1960:. All other fis¢al year 1960 pro-
curement actions were confidentisl fund twransactions, or véuchered fund
transsctions chargsable to confidential allotments.

Ve made & reviev of procurement activity during the Semonth period ended
December 31, 1959, to determine whether tle General Accounting Office would
have sufficient access to evalumte these procurement activitles. We found
that 330 contracte autborising the expenditure of about $5.8 million of CIA
funds were entared into during tlds period with noa-povernsant comtmactors.
Twenty of these contracts obligeting about $1.4 atllidon of vouchered finds
vere nhB8 EMARIE I GE WS, Hnfer EHEaE Sere davade rype
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contracts, prinscipally for research wori. The remining 30 contracts
obligating about $4.4 million were contracts peid from comgidentisl funds,
or from vouchered funds but chenged to confldential allotmpnts. This
revievw did not include standard purchess order agreements entered into with
nonegovrarnmental sources, or any coniucadtunl agreemsnts wiik other Govern-
ment agencies.

The Supply Division, under the diraction of the Chief, Bupply Division,
is responsible for planning and irmplementntion of the CIA pupply program,
including the sccountability foz, and the receiving, inspection, storage,
mintenance, issue and fins) disposition of CIA materisal.

Officials of the Supply Divieton advised us that the eneral Accounting
Office would bave no access wWheiacever 5w the physical ass¢ts of CIA that
are under the control of the Supply MMvision. We would be permitted to make
selected reviews of the unilt sccountedbility records mainteined in the Supply
Division, with the selection to Le mede Dy CIA. We would 1ot De permitted
to make any oversll review of these recards. The General Accounting Office
would be permitied to review tha policias, practices and procedures under
vhdich the suwpply program is carried cut, tub any verifications theveof would
be limited to the documents and records evidencing vouchered funds sctions.
Headgquarters vouchered funds sugply ections during fiscal year 1960 were
Hmited to administrative, houso-keeping end Janitorial supplies, services,
and equipment and the blanket crder scquisition of spare perts snd petroleun
profucte. All other Headquariert supply ections in fiscal yesr 1960 were
confidential funds trensactions.

Approved For Releamﬂnm A-RDP80-01240A000100140112-3
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In addition, officials of the O0fice of the Cemptroller advised us
that xegardless of whather the property was scgudred from vouchered or
confidantisl funds the Genswl Accouniisg 0ffice wowld mot beve any access
vimtsoever %o the fimancial propar-ty acecunting records.

The Transportstion Rivisios, under the direction of the Chief, Trane-
portation Division, is responaible for the trensportation of CIA persomnel,
eguipment, and supplies, and tha cperation of CIA motor velicles snd a
Hesdquurters motor pool.

Officials of the Transpartaiien IMviston edvised us Wet the grest bulk
of CIA trwnsportation shipments sre clandustine movemsnts imde under the
cover of other Government ageacine. Tho documents ¢videncing these ship-
meats axe not gubject to review by the Genmral Accownting (f£fice as CIA
transmctions. The documnts evideucing shipments mmde wndsr the cover of
other Soverrment agenciss are subject, hovaver, to cantralised sudit by the
uwmummmafmwmwmm. Thic centrelized
mﬂtmmmmmmmﬁmwwﬁnmmmm
Office, which canpot be identified with CIA, snd appesr ss myvements of the
Mmmtamym.twmrmm. Such: an sadit ¢aumot be used as
& bagls for the evaluation of CIA traasportation metivities.

The Printing Services Division, wader the direction of the Chief,
Printing Sarvices Mivision, is resmasible for the &lrectida of the CIA print-
ing progrem, including the operation and waintensnoe of comtralized and
special printing facilities at Headguariers, and the furnigiing of technical
Mﬁmmmmmmmmmmmmmw

organimmtional wnite.
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The Chief, Printing Services Divislon, informed us thit the General
Accoumnting Office would bave acceass Lo the two major printing plants
operated by the Diviasion. He advised alsu that we could roview the policiles,
practices, and procedures under which these plants are oparated, and that
we would lave access o the recoxis and documents upon whith the costs of
these facilities are estimated and clarged o the various users of the
service within CIA and the other Government agencies. Howbver, the distri-
bution of the cost of the printing services to users within CIA are to
confidetial funds cost records and we would be predluded from verifying
the dlstribution of such charges to ihe related cost recoxils.

CIA manegement ¢ontrols inciude threo internal review mechanismus. In
the Support Component, an Audit Staff is :respomsible for cinducting intermal
audite of CIA financianl end property sctiviiies, and a Manhgement Staff is
responsible for conducting menegesment rogvieve. An Inspector General on the
Btaff of the Director is responsidle for conducting inspeciions and investi-
gations of CIA activities.

Bupport Component

Andit Staff

The Chief of the Audit S8tafl is responsidble directly %o the Deputy
Mrector (Support) for an indspandent esudit of all matters relating to the
receipt and disbursemant, and applicetion of funds and asspts avelleble to
CIA. This responsibility includer the devermipation as to whether the funds
and property of an activity sudited sre used in an economi¢al, efficient,
and proper rmmmer, and whether this use is in furtherance ¢f an sctivity

Approved For Release %{?@E‘[?ﬁ )4 ClArRDP80-01240A000100140112-3
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suthorized under the partinent lzw and reuistions. The stope of an
internal audit mey be limited in order to 1mintain operationsl and security
cover, nnd to afequately protect intelligence sources and mrthods.,

In caxrying out its responsivilities, the Audit 3taff .s directed to
givel

"que regard to geserally acteptad priseiples of andiiiing,

including consdderation of $he effectiventss of accoudtlng

organizations snd aystems; intermal. funds and property

accounting controls; aoecuntiag protsdwres and respongl-

bilities of cpereting coemoneats in relation to the recelpt,

custedy, end use of funds, property and other apsets; and

other related administrative sractices.”

Reports on the results of the sudiis perforned hre &izacted to the
organization sudited, the Deputy Director (Bupport), and, wiers sppropriate,
to the Director of Central Inielligence.

The Deputy mmémr (Support) eéviseé. us that generelly the eantire eifort
of the Audit Staff has been in wle arva of clandestine activities. He furtner
advised that internal audite of suppert activities Lavolvirg both confiden~
tial and vouchered sctivities &id mot saperete the confidestial from the
voushered activities. Offfcials ¢f tie Audit Staff sdvisel. us that sbout
90 percent of their audit effors; is in Uhe ares of alandsstine metivitiee.

In our reviews of the Fiscal Bivision and the Procursgent Pivision, we
were given access to pertiment midit repu-ts becauss the rwporis a1 not
disclose any semsitive informatiny. We wure refused access, however, to the
underlying working papers on “ha eudlt of the Proourement Idvialon, because
the confidential and vouchered maiex sl could pot be sepsatnted. In our raview
of an sctivity of the Intellipgesce Comgonamt, we were gival access o the audit
reports and to the related working papers suplicsble to weywhered funds
activities.

Approved For Release 20?!&9{%4%9!@;??P80-01240A0001001401 12-3
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Without complete access to tha audit progmms, workicg pspers, and
reports, the Gemersl Accounting (ffice cenact; in ow opiniom, make any
effective evalumtion of the CTA $atermal awdit nctivity.

The Chief, Marmgemamt Staff, ls respensible for sdministering the CIA
program o lmprove managemmmt and ¥ ficiency throughout tie Agency, indluding,
apong othexr things, reviews of tle organisation, fwctions, systems, methods,
and the ubilisaiion of perscnonel o7 ths verdous CIA vrpganisational units.
Buch reviews are performad at the veguast of the officials o the various CIA
crganisational wits. Based on such rveviews, ihe Managemedt Staff submits
reports and recoomemdations resuliinz Prox such reviews 5o the interested
cfficials for consideretion and recessary actiom.

In owr review of activities of the Istelligsnce Compoaaal, we were givea
sccess 0 reports and recommandstins repulting from such Waaagement reviews
of the Intelligence Componant.

The Imspector Gensral 1s responslibie for conducting inspections and
investigations on behalf of the Drector of Central Intelligence throughout
the Agency, including the survay aud amluation of the assigment and peor-
formance of the mtaaions and fweticns Jor ell componante 37 the Agency, and
the investigation of fraud, misuse of funés, comfiicts of faterest, and othor
matters.

We were advised by the Deputy Diresctor {(Support) thai the Genewal Accounte

ing Office would have no accauss whatsosver o the reporte and working pepers
of the Inspector General.
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The activities of the Intelligence Component mmy be grouped in three
general categories: the overt collestiocs of intelligence informmtion, the
indexing and colliation of swh information, and the produgtion and dissemi-
nation of intelligsnce reports tased on thais informstion. In addition,
certain covert (confidential) ectivities are performed in ‘s Cosponent .

The sativities of the Compoment are carrisé out under the Xrection of the
Deputy Director (Intelligence) by s Senlor Reseerch Stafy on Intermationsl
Commmimm, a Photographic Intelligence Cantar, and the sevon operating
officen refarred to as Offices of Operations, Central Refaence, Basic
Intelligenca, Reseerch and Reports, lational Estimates, Cwrent Intelligence,
and Scientific Intelligence.

The activities of the Photogeplic Intelligence Centey are confidential
and ve have had no sudit access “Yereto, ub substantially all of the activie
ties of the seven opereting oifices sre overt. The Office of QOperations has
primry responsibility for the overt colleation of inteliigence informetion,
and the Office of Centrsl Beferumics Las yrimary responsibility for indexing
and collating intelligence imxicismtion., The five ramining operating offices
are primarily responsible for the production and dissemdination of intelligence
reports. The Officae of Bagic Intelligeice, for exsmple, i¢ responsible for
coordineting the production and seintenunce of the Metional Intelligance
Survey, a comprehensive digest of malc iatelligence on forsign areas.

Our reviews of the overt activitiss of the Intelligenae Component were
made in the Offices of Opermtims, Cantral Refevemce, and Masic Intelligence
to determine on & selective baais vhasher these activitien ure effectively
and economically carried ocut and are in sccordance with baxic authorizing

: - 80-01240A000100140112-3
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lsgisistion, Netional Security Cowncil Intelligence Direchives and other
reguintions, snd vhether sdequste addaistrative procedurbs are used to
gulde and control the ectivities of these offices.

Baged on owr revievs, we balleve that there is suffirient sudit access
to amwke reviews of overt operutions of the Intelligence Cpmponent. In our
opinion, however, such reviews will not e productive of pignificant evalu-
stions priucipally because ve canmot feasibly evaluate the: extemt to which
Deeded overt informetion is svailsble for collection or drtermime the need
for the imtelligence informetion selected for collation apd use in the pro-
ductiom of fstelligence reports. Decauss of the great quiatity of infor-
metion svailsble, sbout 90 peramt of the annual expenditires of the Intells-
gonce Componeat relates to payroll unéd other contrectusl psyments for personsl
services rendered in seleeting on: the basis of personal Julgement under broed
guldelines established by the intelligance community the specific informstion
mum,mmmammmammﬂs.

Our revisws in the Istelligeace Component disclosed ertein metters
relating to: (1) the fimamcing by CIA of certain Departmett of State
sctivities which 40 not seem to be the m-imary responsibility of CIA end such
ﬁmﬁwwmﬁocffmwmmmml:wmof
WW&MN(E}&MW&MWMOI
Congress activities wirch substantdslly treascend CIA's isterest and respon-
sibility.

Our comments and findings on review of selected activities of the Office
of Central Refarence snd the ¢ffioce of Besle Intelligence, together with
CIA's comments, axre included as Appendix IV to thds report.
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Folloving are our comments with respoet to the activities of the
selected offices reviewed.
9ffice of Operetions

The Office of Operations (30 iu rompansible for s&xinistering as =
service of common concern the selective agioitation and mporting of
intelligence iaformstion obtainable Irom damestic non-govednment sources,
foreign redic and television bruudcmsis, Toreign language publications, and
enalypes of material objects oragineting vithin the Soviet Bloc. Respone
sibility for exploiting end repurting salicted informmtion from these
sources rests, respectively, wiil the Cinisct Bivisica, -TATSPEC
I <orc:icn Docuacits Division, sad the foviet Materials
Btafs. STATSPEC

e reviewed acuivicies o ie [

and the Foreign Documents Divisicw.
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Foredgn Documents Bivision

The Foreign Tocuments IMvision (FID) is responsidle fur explolting end
reporting on & selective beasls tix: intelligence infé¢rmatiol: obtainshle frow
several hundred thousand foreigs lmxuege newspepers, peripdicals, technical
Journals, books, and monographs., Brad rogquirements concetming the ares of
needed intelligence are developad in ar interdeparimental (ommittee on
Bxploitation of Foreign lLanguage Publications (CEFLP) of wlhich the Chief,
FDD, is the chairman. The commltiee is oomposed of represtntatives fron
other agencies of the intelligear cormanity. To carry ouf 1its responsibility,
FID has a staff of about 275 dstrimibed throughout its Wabhington head-

25x14 || <ttt o s etaty, Bl i ecotiates ana  25x1A

administers under the general guidsncae of FID spproximstel 1,100 open-ond
personsl service contracts with individuails whe have agreell to perform on
various wnilt rete bmsas certain Wrmnsleting, editing, typing, and printing
aervices.

On the basis of personal Jjudgment, FI stalf asd con@ect personnel
screen and analyze in accordancs with iae broad reguirements developed in
the CEFLP some 5,500,000 foreiga-ianguege pages anmally, nnd select from
this material the informetion to he repored vy FiB., Intelligence informa-
tion selected from this materiml (wrag fiscal year 1960 rsulted in the
production of some 200,000 pages of Ingliab-language raparis.

Approved For Release ﬁ)ﬁﬁﬁﬁm : CIA-RDP80-01240A000100140112-3
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The Office of Central Raference (OCEK) is respomsible fir providing
the overall direction snd administ-ative suppor: reguired %) maintsin as
& service of common concern CIA's sentrnlized reference service. Tts
sctivities are carried out under the dlrectimn of an Assistant Director by
three opexating divisions, four reglaters, & librery, and a mmber of staffs.
Ve reviewed activities of the Lialssn snd Calleetion Mvision, Docus
ments Mvision, Mechine Divialan, the Zitrary, and tc Bfogmphic Reglster.

The Liaison and Collection Pivialon (1£D) is primarily respousible for
conducting aad controlling intereagency and intra-sgency operationsl lisison
with respect to servicing requasts from €I\ and other Govenment agencies for
intelligence support, providizg for the ¢sordinetion of {ntnllizence collece
tion requirements, collecting intailigerce informmticn from other Government
agencies and their officisls, wnd producing intelligence inmformation reports.
With & staff of ebout 25 ICD serviced duriig fiscal ysar 1900 approximetely
3,700 requeste for intelligence $xgpor, 700 nev requiremens; directives,

500 briefing and dabriefings, :nd published sbout 55¢ inteliigence informa-
tion reports.

Bocuments Division

mentsDiviaton (D) is primmrily responsibvle for providing e
central Agency service for the raceipl sad disserfnatlon of intelligence
documents and non<CIA cables, in sccordmnse wiil the requirements of
asuthorized recipients; developing end maintaining a coding snd indexing
sysiea for the retrieval of inteligerce documents feom the central respository,
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and applying to selected incoming intelligence documents the appropriate
retrieval code and index. With & staff of mbout 110, DD recetived, coded,
and distributed during fiscsl your 1960 approximately 513,$® documents and
cables.

Machine Bivision

The Mechine Division (MD) is primarily responsidle fot providing
accounting machine (IBK) indexes of documentary and graphie¢ intelligence
mterials held by OCR, msking microfilam photographe of suck intelligence
mterial, and preparing such photcgrephic reproductions as sre required
for referance pwrposes. Using a staff of about 80, MD addéd during fiscal
year 1560 spproximabely 2,400,000 IBM index cards snd 1,00¢,000 photographs
to the files of OCR. MD also reproduced from mierofilm abgut 500,000 pages
of intelligence information for reference purposes.

CIA Liteary

The CIA Litwery is primarily respmasihle for providing cemtral Agency
repository and reference facilities for foreign intelligents informetion
held by CIA. With s staff of sbout 140, the Library provided during fiscal
year 1960 some Th7,000 references to 337,000 informmticn requests.

The Iibrary also has assumad under an arrangement withk the Iibrary of
Congress certain responsibilition with respect to the finspeing of Library
of Congress activities concerning the publicstion of a Menthly Index of
Rusaian Accessions and an Bast uropean Acoession Index. 9Jhese publics-
tions are primarily &stributed tc public and private resegrch organiza-
tions and libraries in the Unitod Stetes end many foreign sstions, including
some in the U.S.8.R, and its satellites, end the projects, in our opinton,
sudstantially transcend CIA's responsibility for praviding a centml
reference facility as & service of commun concern for the intelligence
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comunity. Ouwr comments concerning this activity are included in

Appendix IV to thdis report.

SALDEERDIA oA Ll

The Biograpiric Register (3R) is assigned primary responsidility for
seintaining and providing blographic information on selacted acientific

and technical personslities of foreign countries, and ecozamic personalities
from countries inside the Sino-fioviet Tlocc. BER alao has sssumed under an
sgreement with the Department of 3tete certsin responsibilities with res-
peet to the financing of bilogrsphic coverasge on selected political end socio-
iogical personalities of foreign countries and economic personalities from
countries ocutaide the S8ino-Scviet Bloc, sixich seem to be the responsi-
bilities of the Department. Owr comments concerning thie setivity are
ineluded 1in Appendix IV to this report.

A combined staff of sbout 140, including 27 st the BR financed activity
of tbe Department of State, provided during fisesl year 1960 biogrephic
reference service to about 6,000 tlographic requests, prepared 6,200 written
reports, snd furnished 1,169,000 neme references snd documents.

The Office of Basic Intelligence {OEI) is primerily responsible for
coordinating the maintensnce ané preoduction of the Mml Intelligence
Survey (NIB); for making suech requests of other Government depsriments and
agencies as erve necessary for the develtpzent and mpintengace of the NIS;
end for the review, publication, and 4dissemination of the NIS. Primary |
responsibility for selecting ané producing the political, sociological, and
most econcmic intelligence included in the NIS seems to rest with the Depart-
ment of State. Primary responsibility for the production of military intelli-

&ence rests with the Department of Defense.
Approved For Release 2001/09/04 : CIA-RDP80-01240A000100140112-3
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The XIS iz a comprebensgive digest of selected basic intelligence on
foMmm. The digest 1s designed to serve fully the strategic and
operational requirements of the Department of Defense, thi: foreign policy
requirements of the Department of State, and the lower plpnming and opera-
tional requirements of all other Govermment egencies. Brvad policies and
mwmwmmmmuim
cluded in the KIS are developed under the direction of the Bational Security
Council and an interdepartmental Eational Intelligence Survey Committee of
which the Assistent Director, 31, is the cheirmsn. The tosmittee is
composed of representatives fram the Departments of State and Defense.
OBI's responsibility for coordinsting, reviewing, publishing, and 8is-
seinating the ik NIS sections produced during fiscal yesr 1960 wes
discharged by a staff of sbout 0.

GBI also has ssmmed under an errangement vith the Department of State
primary responsibility with reapect to the financing of Departaent of
Btate activities concerning the producticn of politdesl, Mcu, and
economic intelligence contributions to the NIS. These activities seem to
be the responsibility of the Depertment of State. About 240 Department of
State employees were sssigned to this mtiﬂw&mlngﬂséalmlm.
m'amammﬂwmuamwmmmqu-
bility of the Department of State may lmve the effsct of supplementing the
sunual sppropriation of the Department of State. Our comments concerning
this sctivity are included in Appendix IV to this report.

ek, s o =i £ii g & i
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WABHINOTON 25

B=133200
Moy 29, 1959

Honoreble Paul J. Xllday, Chairmn

Specisl Subcomxittes, Centrel Intelligsacc Agency
Committee on Armed Services

House of Representatives

Dear Wr. Chnirman:

Co May 15, 1999, Mr. A. T. Semuelson, Mirector of our Civil Accounting
and Auliting Division, attended wy execqtive meeting of ycm' Subcomni ttee 0
discuse our audlt responsibilities and activities st Intelligence
Agency. At the comelusion of tifs meeting, it was W ¢4 that recommenda~
tions be sumitted for the fotwwe aucit activities Ly the
Office at Wda Agency.

Accounting

Following the enactment of €é Ceatasl Intelligence Act of 19ho,
the then Plrector of the Agency reg@ustod that notwt '{ng the very
broad and wuswl powers grauted 19 the Ceatral In ¢ Agency by the

Act an sudit of expenditures at the sita, as previously pag':t‘ama hy the
Genersal Accounting Office, be contimed. Aceordingly, the: Gensal Account-
ing Office hms contimued to apke wudits i’ voushered expentitures, under ths
same srrangements that were 1o effect with ihe predecessor Central Inteilie-
genoe Group. However, in view of the provisions of sectiot 10 of the Central
Intelligence Agency Act, no exsaptions hmve been talen to pny expenditures.
In those cases vhere questiomblic payments come to ouwr stwnﬁ&on, we refer
the cases to the CIA Comgizoller's Office for correqiive aption. Ir using

the term poyaents, we man ay mﬁw deh, except for
section 10 (a) of the Act, would appeer W bLe or $llegal either
wder law o under the decdsions of e Compt : .+ In owr audit

wrk, we have not mde a subsiantive review of Agengy polities, nor of ite
practices and procedures; and wr have mad: 1o sulit of expenditures of
wnvouchered funds.

fince the enasctment of Cenlel Intaliigence lsgislatitn, we have gene
erally browdened the type of sudit we makn of the setivitips of most Govern-
mmt apencies. Under cur citaprdiwmasive sudit spproach, ' basie parpose is
to reviev sod evaluste tbe s in which the agenay or aftivity under audit
carries out ite finsncial rmmmtm We congtrue mcvnsi-
bilities as including the expenditiwe of "‘tméz and toe utilisation of Pro-
perty snd perscnmel in the Hwrihmante iy of autharized programe or
sctivities in an effective, efficient, and economicsi « In earrying
out this kind of an audlt, we emmine the organimstion cture and review
the established agency policies frr ccnlumity with leglsistive intent and
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applicability to agency activiiies. VYo also emuing agemcy prectices and
procedheres followed in carrying ous the sgmoy policies and mmke selective
emuimntions of actual trexsesticas s¢ & Nens of eppraising
of agmwy practices and procedixes. Reports on the ! 43 of our wrk arc
submitted to the Congress and o ageny mansgement officials.

We believe that a brosdor type of sudit is sppadpristo for our work et
Centxal Intelligemce Agency and ia more likgly to be productive of evaluations
of the adwinisizetive functdoms winich would be helpfyl to e Congress end tho
Agmncy Birector. We have accordiagly conaluded that 1t 4 be desiredle to
-mmwtmmwmwmewm 1ine with owr
regular comprehensive audit apreosch, mammm%mlmm
exmimation of vouchered expandituies, and, at the cutset, he comtrols and
procedzres used in processing wrentheed expenditures. we would proe
pose t0 mke o limited exmmlimsian of g gupport for umes hered expend tures
in sccordance vith such agremmoent ws o socan es cay be wiked out hetween
CIA snd our Office. As indicated by Wk precading cdmments we have herstofore
carried out only listted sudit work av CIA, and we do not x:)ieve such limlted
work should be contimmed,

At thig time wve do not recossend apy <bange in sacticn 10 of the Central
Intelligmee Agsoy Act. Ve bdaliave, hcwnr, that your &jmztw could de
vary helipful in effecting e change fu @e s3¢ope of ogr w&,wrkatmw
advising the Apsncy of your interast sn drosdming the . performed by the
Oenewnl Accounting Office. Any Wwrosdaning of owr audit ac xities ghould not
inslude an evaluntion of the intellfigance aetivities oF the Agency.

¥e are nrepsred to datiwms tais ratta: further at your convenience.

3incerely yours,

(81geed) Joseph Gampbel.
Comptroller Geneyal
off the Exited Stetes
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CENTRAL IPTTIXIGUNCE AGHNCY
Washington 25, D, C.
orfice of the Mreator
16 Octnber 1959

Ir. the Central Intelligmnca Agepcy Act of 1949, the C¢ogress, recogniming
some of the wnique prodblems fnvadved in tie mdmt'mf 1nt¢‘»11igwée setivities,
provided broad authorities over the expemiiitire of mud acceunting for Ageney
funds. In partioular, Bection & of thas sor (tormeatly Section 10) provides
that espendlitures for ocbjests of a confidentisl, exiZeordisary, or emergency
nature are “to be nccounted for solely on the certifiicate ¢f the Mrector
and every such cortifisste shull bs demmeé. & suificient voycher for the
amount therelin certified.” This wording éoes not colitemplgts the review of
expenditures which the Mrector certified were mde jor confldential, extra-
ordinary, or emsrgency purposes.

mmmmwmwwmAmymWMmm“mm
~ ered” baais, 1tuahmwmueyw~amtofwmmmm11mtm
exercise of this spectisl muwtherity to those activities whid: In the netionsl
interest should have the maxinge sonicicy protectien, To §m extent possidle
Ammewwmamr:ﬂmm;athawm-
mwmmmwmmmmmammewm
General Accounting Office. Mmaymm'mciua?wamchsm
that cartain sctivitles, not in thomeaives sansitive but canducted solely in
sugpert of kighly confidmtial opaetions, sre funded under gensral muthoritiec
without invoking my special mwtharity tc mke fioal sccomniting thereor. A
Wwwﬂitafmmﬁwwbyﬁm?w:mmmm
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In view of the statutory beskmound, [ trust thet you will agree wiih
the position set forth ahove. I jou lave any question I wuld be Selighted
to &iscuss the subject with you m, your camwenlenca. I wor arv in sgreement
on these fundamental) principles, I suggest Umt youwr represpotatives contimue
o explore with my staff the mensen in whadeh the scope of dw General Accounte
ing Office's audlt of the Ageacy ey be broadened, consistent with the
seeurity reguirements described ahxwe.

Slceraly,

(Bipwnl) Alles We Dulles
Mlen ‘:Q M«Lﬂv
Tirvator

Approved For Releasrmr ), ﬁ ﬁ -RDP80-01240A000100140112-3
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CONPIIOLLER GENEAAL OF THE UNITED STATSS
WASHIRITON 25

B«~133350
Octaber 21, 100

Honoswble Alles Pulles, Rirwcior

WWM
Denxr M. Dulles:

Your lotter dated October 15, 199 caneerning a propoeed extensi :
our sulit of Central Intelligencs Agsucy lms besn , Snd furtber dis-

mmmmwmmmmm.uﬁﬂmaefw
wmﬂgmcmmmbrm Suthorimtion gilyen you over the
expendi tures 0f and sccomting or Agenay Svnds. In recogiition thereor, you
mwmtmwtummmmwmmmm
limited to reviews cutside the wes of mrdtive seawity dperations on:

(1) Rapantitores certified by the Director uader Bect
e Bection 8
of the Cmtrel Imtelligence Azmucy Aot of 1949, 83 smended.

{2) Cortadn activities ia swport of coafidential oper
tected by yowr suthority wnde: Section 8. tons pro-

kamw”%mmwmm-.ﬂtm‘ agency
M%Wmmmwu@nméem,
mmtion mﬂsamﬁmsﬂgwmﬁmwmv
Mmqu A3 & smnli of <he dtscusgions Wth your Btafy i+
»osns mmmmeithatm
. ‘mmx&mé;:mmmﬂﬁm*- activities,
p _ . » P ‘ ‘w _ V
M&‘?:ih thnul.tgu'ﬂm, m h;:uu as & result of e m‘i could
of the saxtnistretive Ametions. THaEms ot e tinl part

e Centawl Intalligenoe Y presuris problems splficient treadt)
gtwm&m&h for e 1 mog a '_mm_3 Aamc:;.ws
11 den 0w activitdes ot Cemtrml Intell ’
ﬁmmmwmmhtw. BEovever, iy the event 1%

CONFILENTIAL
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after a trial period that owr reviews are lisited to such an extent

that we camnot effectively and constructively sccomplish any worthwhile

objectives, we will have to consider whether the sullt ghould be continued.

On the basls of the above, we are willing to have furtber discussions
vith your Staff in order that the eudit may proceed.

Sincarely yours,

Eignad) Jo Cangpbel).
t(:twmuu%
of the Wrtted States

‘ W DP80-01240A000100140112-3
3l EREH
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HEVIEV OF SRUECTED ACTIVITIES
=
QEYIcE QF CORRAL FFERERCE
-
QPFICE OF PASIC INPILIGENCE
INFELLIGENCE CoepmrT
CENTRAL DERLIIGHNCE AGENCY

As 8 part of the reviev of the Cemtvel Intelligenes Agensy (CIA} the
General Acosumiing Office hus reviewed selacted overt sciivities of the
0fftce of Central Reference (OCR) snd the Office of Basie Intelligence (OBI),
of the Intelligence Component. Baned on our reviev, ve helieve that certaln
financing prsctices of the Intelligence Component should be changed. CIA iz
finencing: (1) certain library of Congruss sctivities vhich substantially
transoend CIA's interest and responsibiiity, and (2) certain Depmrtment of
Stats activities which 4o not eeem to ba CIA's primery rbsponsidility, end
such finanmeing may heve the effect of supplemextiag the twmnml sppropristions
of the Department of State. Je have becs aldvised that chrrective action 1s
being taken by CIA.

hese findings, togethar wth the cements of appropriste CIA officlals,
are presented belov. The findings sbould mot be considered typleal of the
sutire progrem of the Intalligenee Coupoaent, becsuse, i the extent of our
reviev, e found 10 other sigsificmnt areas requiring carrective action.

for two projecta
Accessions (MIRA),

The NIRA sud EEAT projects mpportsd by OCR result !in monthly publice-
tions by the IAdrmry of Comgress. These publications record and index those

Iibrary of Congress and & group of 1ibraxies. Ye understand the
infiurention contained in thase puhlicetiens 1s in the files of the Iibrary.
The publications produced sre primarily &istributed to public and private

astions, inclulding those of the U.3.fL.R. auf its patellfies. These projects,
in o opinion, substantislly trenscend CIA's responsibfiity for mroviding =
cantiral reference facility as a service of comon gongedn for the intelligence
commnity. Ve have been afivised that based on & reviev of the needs of the

some BB

-
A8 4
&

36 40A000100140112-3
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intelligance community, it has boen detersined that CIA m>

M‘:y‘ mw&mmmmawwmmm
noeds . mwnrmmmswmmm,, , Tor the pre-
mumwmwm. , cards have

WMWMWMM&WW&.
mumwmmmmmmmmmwzsww
Decaxber 1551, and again reguested CIA mgport for the preject in Octobar
1951. This revised request, wvideh ves spproved by the CIA Projects Review
thummsx,pmmmmmnwmarm

mmmwwmmmwmms
of content of current periodicals, sand = sudject index. CIA providsd about
“w&mmmrmmnﬁmmmmummr
of fiscal year 1952, and hes been the principal sowree of fands for this

mnmmmmm. The OCR bulget provides for the axpsaditure
ofmﬁm,owfartheawhatmommmmc‘lwlsﬁ.

mmwmmauwm»armmemm the Library
mmmmmwnm&ummmm'mm 25X1A
o the EEAT preject. The Plans Provided sbout I
mwmmmwmmmwwmm
through its bulget until fiscal year 1060. Ve understend thet OCR assused
wma~mwmmﬁmlwlmmmw

st ogver for the yproject wae np »ecessary. The OUR budget provides
for the expenliture of about for the suport of s project
fiscal yesr 1961. m25X1A

Our review of the MIRA and distribution ifats fo- December 1960
memmumuﬁ.mmm
and meny foredgn nations, including several in the U.8.8.R. and its
umnm,m'mmmmmmatmtmmm. 0f the
Mna,mmuzmmmamwmmm,
me,mmmmmnmmcmmmmmm

by the Iibrary are dlstribuied swog the couponents of the Litrary and ‘
the sgsnciss of the intelligence ty. Only 600 of the 2,400 copies
mmmsmamswmmmmwm _
from $10 to $16 a year. The renmiwing ocopies are distributed without

GORFINZHIAL
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PSX1A

hammm'smmmwemmmus-
M«iumbmwr&mmmmmuum
s central reference facility. We believe the publicstion of these biblio-
graphic materials, m,rp:dmﬁly serves the needs of public snd private

WWWNWQMMwMMiM
noeds for the two indexes have mﬂﬂaﬁ(l)m:!crthean-

8
:
|
it
E
g
;
:
i
2
:

| oo Agprbve!d. oy KBR B2PonB1FaTb4Blem RDP80-01240A000100140112-3




' 25X1A

0-01240A000100140112-3

00

2
i3

Approved For Release 2001lﬁﬁg

=

APPENDIX IV

Ve were advised on hune 1§, 196i, that the CIA findings snd plan
mwmaﬁmwmmuhmrymmm

The Tiscal year 1960 and 1961 W of OCR and OBI provide for an
annual expenditure of mmﬂ:;mmor- Pro95X1A
mewmm-wwn. About T thie

mlmtmmwﬂﬁmmtmtebeﬂu igned respon-

OCR is responsidle for Providing the overall directisn and adninig-
trative support required to maintadn CIA's centralired refarence service,
and OBI is responsible for dlacharging the responsibilities of the Director

wmmumjmmmwmmmwwmnwor
mtim&luftheﬁewmwlesa,uﬂmuons(a)afmc‘ntm

f Agency Act of 1949, Under these acts, CIA 1s authorized to
mmermmmrmmm of goots and gervices
to earry out its responsibilities. :

Ject. Tt is not apparent, max,mmmmmmam
uvmmermnmmmmumﬁmmmﬁw. our
mmm«m:m:eetmmm‘

mmmmewvwwmmmwwwmmm
mwmrmxmwmrmpuummmw
hﬂmmmtmaumwmnv,menMcimew
mmmm-wﬂetmm,uaurﬁmotmmmmw
twmhutm.emmw. mmmmmmm
W,mmmmmmmmmcm%thmuemmm
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CIA's fimamoing of the Departmemt's Bl project vas undartsker as the
result of a CIA staff atudy completed ir September 1952. This study dis-
closed thet blogrephic intelligence on nome-gcientific persomalities was
then being processed snd serviced bty both the Department and CIA, and pro-
posed that this duplication of effort be elimiasted by wrking out satis-
factory arrangaments with the Department for the servicisg of CIA requests
mmmmmmtmmnm This proposal was
epproved by the Deputy Director (Istelligeace) ani an sgresmext upder which
the Departnent assumed full responsibility for seaxvieing CIA requirements
by net later than July 1, 1953, wes megotisted in Hovesbér 1952. Under the
terms of this sgreement, wihich we were edvised is still in effect, the
Departasnt provides conplete ographic service to CIA o3 forelgn political,
sociological, and cultural persomalities. CIA provides the mecessary funds
coputed on the basls of the additiomsl cost iacurmred by the Departaent ia
rendering this service to CIA. He understand that the D¢partaant also
sexrvices CIA requests for biographic intalligesce on ecosomic persomalities
from countries outside the Eino-Soviet Eloe although the terms of the
Novexnber 1952 agreemsnt &0 not provide for this sexvice. The sammugl cost
to CIA for the support of this ject increased from abeut $130,000 in
fiscal year 1954 to a proposed for fiscel year 1961. 25X1A

The NIE project produces & cosprehensive digast of basic intelligence
on foreign aress. The digest is designed to serve fully the strategic and
opexrstional requirements of the Department of Defenge, t3s foreigm policy
requirements of the Departaent of Stste, and the lower plamsing and opers-
tiomal requirements of all other Goversment agencies having missions or
responsibilities in foreign areas. The NIS project formally begar with the
issuance in Jamary 1943 of Eationsl Security Coumcil Intelligence Directive
¥o. 3. This dfirective provides that the Director of Central Intelligence
shall be respousible for courdinating production snd meiptessnce of the NIS;
for their review, publicaticn, and disseminmation; and for makiag such requestis
of the dsparitments snd agenciep as are mecessary for their proper develop-
ment and maintenance. Under an arrasgemest worked ocut is 1948, the Depart-
ment assuned resporzibility for producing or coordineting all political,
sociclogical, sad other thar Tino-Soviet Bloc ecomowdic istelligence comtri-
Mmhﬁammjwh,mmmmh&nwmﬁmﬂ 25X1A
the effort of the Department. The ammusl cost to CIA of supportisg the NIS
ect of the Department incressed frow about R » fiscal yesr 104o
to fiscal year 1959. The smmual cost to {IA declined to
about in fiscal year 1560, hewever, and is budgeted by CIA at
amnually for fiscal yeers 19€L end 19062,

All BI and NIS contribdutions of mrxy, naval, amd air intelligence are
Tinanced through the budgets of the Awmy, Havy, amd Alr Force in sccordance
with thelr assigned responsidilities, aed without the fisameisl support of
CIA.

We understand thet since 1952 the Departument has diverted the efforts
of its employees from the CIA financed KIS project to sctivities Tinsnced
by the samual salary and expense appropriation of the Department. Such
diversion accounted for sbout b mam yeere or 12 percent of the 2758 man
years charged CIA for the NIS project ir fiscal year 1959, sad sbout 36 man
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years or 1) percent of the 240 mw: yeors charged CIA in fircal year 1960.
The t 61d not fulfill abcut 12 pemcent and 15 pertent of itn FIS
production schedule for the resupctive fincal years of 1950 and 1950, The
decline in Department production under ihe KIS rojact, we understand, was
one of the factors considered in xTiviag et the rediced CIA expenditure
budgete for the NIZ project in fiscel yemrs 1960 through 1462,

The propriety of financing tha EIS orerstion of the Department througst:
the CIA budget wee discussed fa ths Deportment of Stete fistal yeer 1960

Appropriations, House of Representatives, The Dapartament pagquested this
Comuittes to approve budgeting for the Department's EIS operation as a
separmte activity wnder {¢g stlery and oxpanse eppropriatial. The Cwm-
mittee did not approve the request with the expectation tha the operatior
would be carried on and finaneed au in the past several yeaps. This
arrengsteent wae concurred in by the Senete Commdttee on Apppopriations. One
of the factors considered in reasaing tkis econclusion wus the requast of the
Department for 13 more positions for the HZ8 mctivity in fipeel yoar 1960

selary : ;
mmgn-wmmlgsgm » Pespectively. The hearisgs do not dis-
emmtwmmtmﬁmabinﬁarmahmmg diverted by
the Department from itz CIA financed KIS project in fiscal yaar 1959.
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T™he Chief, Budget Division, stated thet CIA policy with respect to
the question of diversion wider the CIA fimsmced KIS yroject of the Depart-
ment is cwrrently under study. He stated also that to his kmowledge, &
problam of &iversion does mot exist under the CIA financed BI project of
the Departmamt, or under smy other CIA finsmced project st other Goverment
sgencies.

Transfers of CIA funds for the purpese of suppos-ting activities that
are the primery responsibility of the Depariment snd wot the primary
responslbility of CIA, in our opinica, are mot smuthorized by section 601
of the Ecemmuy Act of secticn 5 (8) of the Cemtrsl Imballigesce Agsacy Act
of 1949. The BI wad XIS activities scem to Le the yrimagy responsibility
of the Department of State, not of OCR and OBI. The avesage samual
diversion of sbout 35 men years fron the CIA finanted XIS preject to
activities fimanced by the salary snd sxpimse apprepeiation of the Depamrt-
mext for fiscal years 1950 end 1560 circusvents the intemt of Comgress by

m;ﬁ nlw expenae appreyriation of the Departmsnt by

esch of these agencies, amd, if neceasexy obtaln sdditiowml suthority from
mwmmmm@zmm'mwnbmmmm
sivilities of the Deyartasmt of Dtate.

The Deputy Director (Suppart) adviesd us by letter duted April 1 ,
meormmmhammhzmimmmubim
treasfer of the Departmemi's BI sud NIS activities to CIA. By letter deted
April 29, 1961, CIA advised State that CIA agreed in principle with the
propoved transfer to CIA of those porticus of the BI smd NIB activities
vhich have heretofore beem perfoamed by Htate.

The Gemeral Counsel, CIA, advised us by letter dsted July 28 1
meluﬁm&mmt«;g'
astlonal security is basieally a responsibtlity of CIA. Ia his opinion,
therafore, it may be the respennidility of CIA in certain ingtances to
mmwnmw&msmwmmmn%
mmnmmuﬁammmm but mast go to
-mumwmmutbarmmmmﬂwmm.
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