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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548
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officials st two facilities opersted by Air Amevica, Inc., at
vdors,. mum, and Teloan, Mm.
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‘and modification work on various types of sircraft under seversl Coe
contracts administered by two Alr Force Contract Maintenance
centers. In fiscal year 1970 the contractor used (overament.
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- At Udorn we found that there was A need o inprove Alr Americs's
managenent of Government-Nurnished waterial and Air ¥orce contaois

to protest the Government's interest. Bpecifically, (1) the contyactor
risstated values of Government-furnighed material on hand in its fiscal
yeaxr 1969 wid 1570 reports to the Alr Fores, (2) the Alr Force trans-
ferred wn vndeternined amount of Government.owned material to Alr America
without providing a basie for holding the contrsctor accountable for the .
material, (3) the contractor exercised inadequate guantitative control
over Governuwent-furnished maturinl, and (i) the Udorn contrect contsined
inconaistencies in supply fustructions related to various types of
alversft which contributéd to the costractor's noncospliance with its
materisl dontaol provisions.. These matters were ot questioned by the
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1060, and June 30, 1970, reports, the contractor 414 not show the
true values of inventory on hand. The values reported wers no
nore than the differences between total releases and total receipts
mmummmmmw&mtmmmﬁmm |1

velues. The amount of error in the two reports could not
be readily determived becsvse of the unrelisbility of stosk records
- which i» mmieé below,

Ioecal Alr Porce officialy spreed that the contractor's method
- of computing Government-furpished material on hand was not proper.
They inforsed ug that an accurate determinstion was being made and
that procedures were being estublished that would ensure sccurate
- yeporting in m future,

The A1F Yorce trensferred an undetermined amount of Government-
owned T-28 atrcraft parts and supplies to Aly Amerdica without taking
& physical inventory prior to the transfer. Estimstes of the mumber
of items and walues transferred range from 3,000 itesms valued st
$500,000 by a contractor officiel to 8,900 items velued at $2,225,000
by an Aly Force official.

oo July 15, 1970, 15 days after the fiscal year 1971 vontract
became effective, all T+28 aiveraft supply inventories snd associated
stock record cards wers transferrad to Alr Americs. Contrary to
ALy Yorce regulations, neither s physical inventory of the items nor
an audit of the Aly Force stock record cavds was made upon transfer.
A a result, the Alr Force had no basis for holding the contyactor
aceountable for the inventory.

At the time of our review, extensive excess inventories of
Goverpnent~-fornished material may bave been on hand based on amounts
recoxded on stock record cerds. ‘This could not be definitely determined,
however, without taking a physical count of all inventory items., As
shown below; significant dlscrepancies existed bdetween glock yecord
values and actual anounts of selected items on hand in the warehouse,
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We sampled 335 itema in one account having a stock record value
of §102,255 and Pfound that $u8,140, or U7 percent, of our sample was
excens based on the previcus 12 months® actual consumption dats.
Our sanple provided a basis for projecting excess inventory at about
$5.5 million of & total inventory of sbout 10 million.

e counted & limited muber of items to test the scouwracy of
the stock record cerds. Our count ahowed that -the stouk record cards
414 not meourately reflect the balances on hand, ¥or 20 ltems valued
at §21,957~-uhich had been counted in October 19T0-«there was & gross
error rate of 13.2 percent which amounted to e dlscrepancy of §2,903.
Yor snother 50 ftems waluad at §14,616--vhich had not Leen counted
sinoe prioy to February 1070--the grogs error yate was hB.8 percent
which swounted to a dlscrepancy of §7,008. The discrepancies existed
after considering delays in posting,

Iockl ALy Force officials informed us that the discrepancy rates
wa found weye higher than those reflected by the contractor's historical
inventory adjustnent made after the annusl oyole inventory. They stated
it incressed mansgement ebtention would be glven to this area.
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four differsnt supply instructions related to various types of aircraft.
hers were inconsistencies in thegse instructions which we belisve

{1) made the contract difficult to adwinister, (2) confused the contractor,

and {3) provided the contractor with a ready excuse for not complying
with the material control provisions of the contract.

For sxample, supply instructions for the C-74 and ¢-123 aircyaft
reguived perlodic reviews of stock record carda, vheress the procsduves
for other aireraft had no such requirement. ie mnoted thet the supply
ingtruction for the 120 aircraft lacked direction in such vitsl aress
o8 {1) materisl contyol records, (2) stock levels, {3) reorder points
and safety levels, (4) disposition of excess Govermsent-furnished
materianl, (5) disposition of condemned items and (6) contract veporting.

. imeal Adr Force officials informed us that action was being taken
o provide move standerdizstion in supply instructions.

material and inasccurate stock record cards. The Aly Force and
Alr America have tsken steps to correct the problems. For exsmple,
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during the 15-month period ended geptember 30, 1970, returns of
excess government-furnished material emounted to about $%.5 militon.
The coptractor was training supply perscnnel, incressing supervision,
and revising stock record cards in an aitempt to improve the wanage-
meot Of Gomrnnent-furntshed natevial.

In view of the deficiencies we found at Udorn, we suggested
that Jocal Alr Force officials congider withdrawing approvel of
Ay America‘'s property contwol system st that fscility. ¥e were
informed thet, besed upon ovy findings, approval of the contractor's
systen for the control of Government-furnished materiel was withdrawn,
effective December 1, 1970, snd that the Defense Contract Audit Agency
had been requested to wmake o detailed audit of Alr Awerice's property
control system.

At Minen, local ALy Force officials, noting deficlencies aimiler
to those wa found, had withdrawn approval of Alr America's property
sontrol system on August 21, 1970, Approvel had not been reinstated
st the time of our veview.
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He belleve that contyol of Government-furnished materinl at
Alr America's Udorn and Talvan fecilities was not adeguate to protest
the interests of the Jovermment.

We wotld sppreciste your comments regarding sny further actions
you pian on these matters.

ginewraly yours,

Janes H, Howeond
Ansoniate Divector
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