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February 28, 1977 

Mayor General Harold F. Hardrn, Jr. 
Commandrng General 
U.S. Army Tank-Automotrve Materlel 
Readiness Command 
Uarren, Mrchlgan 48090 

Dear General Hardrn: 
r- 

61e have completed our-survey of the brlllng and collection system 
for Forergn Milrtary Sales (FMS) cases at>he U.S. Army Tank-Automotrve 
Materrel Readrness Command. (TARCOM). Thus survey was made during March 
to June 1976 wrth subsequent follow-up work in February 1977 

We examined nine FMS cases totaling $55.2 mrlllon The Items sold 
to foreign countrres came from contractor plants, depot stock and depot 
reburld programs We also examzned two cases lnvolvrng the sale of M6Q 
teds to determine if TARCOM was colLectlng and properly deposltlng 
funds for asset use charges. IJe rdentlfled several shortcomrngs which 
may lndrcate broader system weaknesses 

We found that TARCOM 

--drd not send brlllngs to the fnternatronal. 
Loglstrcs Command (TLC) In a timely manner, 

--did not follow-up on brllrngs sent 
to TLC for collection, and 

--erroneously applied collectrons, renresentrng 
an asset use charge, to a Procurement of Equrp- 
ment and Mrssrles, Army (PEW) approprration 
rather than to MrscelLaneous Receipts, Unrted 
States Treasury. 

These shortcomrngs are dlscussed below, 

UNTIXELY BILLINGS 

In 4 of the 9 cases exanrned, we Identified delays rangrng from 4 
months to 1 year rn brllrngs for vehicles valued at about $17 4 mrlllon. 
The following examoles hlghllght this problem. 



--In a sale of 2,250, -I; ton trucks to Israel for 
$21.3 mrllson, brllrngs were delayed from 5 to 
7 months for 1,151 trucks valued at $10.9 mll- 
I1on. These untrmely bxllrrtgs resulted because 
of (1) a delay or farlure to xnput shloment data 
rnto the computer system, (2) the lrmlted capacrty 
of TARCOEPs computer system to accent shrpment 
data, and (3) errors and delays by TARCOM oerson- 
nel in revrewrng and processrng brlllngs generated 
by the computer system, 

--In June 1975, the shipment of 19 reburlt S-ton 
wreckers sold to Iran for $374,680 was completed. 
By the mzddle of July 1975, 18 had been brlled. 
However, one wrecker, valued at $19,720, was not 
bxlled untrl June 28, 1976, almost 1 year later, 
because the shrpment had not been posted rn the 
computer system and therefore no brllrng document 
had been generated. 

We rnformed TARCOM personnel of the untimely brlllngs as we dls- 
covered them and correctrve actron was InItrated. We believe however, 
TARCOM should, as a mmrmum, establxsh controls over the bxllxng ac- 
tivxtres to assure that (1) 211 shroment data zs trnefy rnnutted rnto 
the computer system and (2) the bxlllngs generated by the conpcrter 
system are processed quxckly and accurately. 

TARCOM offrcrals advised us that the problem pertarnlng to the 
computer's lrmlted capacity to accept shipment data should be corrected 
by the recently rmplemented computer system. We belleve that this new 
system should be monztored to assure that this problem 1s truly corrected. 

LACK OF FOLLOU-UP PROCEDU?sS 
FOR COLLECTIONS 

As shown below TARCOEI dxd not always follow-up crxth ILC to assure 
tamely collectxons. 

Bllllng Collection Elansed Number of 
date date time Amount vehxcles Count r-y 

ll/-5/75 3/23/76 4 months $943,637 218 Kuwait 
11/19/75 5/12/76 6 months 137,600 40 Chxle 

7/13/75 7/20/76 12 months 19,720 1 Iran 
V--/75 Not col- 21 months 353,520 102 Kuwaxt 

lected as 
of 2/14/77 
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A TARCOM offxral said that, rn May 1975, the U.S. Army Materrel 
Development and Recdrness Command dxrected that follow-up wxth ILC be 
deferred because of ILC's backlog sn processxng trsnsactxons, He also 
sard that, in August 1976--subsequent to the completxon of our survey-- 
TARCOfl rernstrtuted the follow-up procedure. One of the follow-ups 
pertained to the &wart case included rn our survey. The offlclal 
stated that, sn the future, follow-up of outstanding bxlls wxll be 
made at least annually. 

As the table shows, the Kuwart b-Llllng for $383,520 was outstand- 
ing as of February 14, 1977--at least 6 months after the August follow- 
UP* 1Je recognrze the delay rn collectxng thus bill could in part be 
caused by the recent transfer of IX's function to the Security Asslst- 
ante Accountmg Center, Denver, Colorado, now responsrble for the bsll- 
xng and collection of FMS for the mrlitary servxes. 

In our opinxon, thus move makes it nore xnoortant to establish 
procedures requrrxng IARGOM personnel to age outstanding blllxngs and 
follow-up of collection IS not received wlthln a speclfled time such 
as 30, 60, or 90 days These procedures, in our oplnlon, should xm- 
prove the financxal control over the flow of funds belongrng to TARCOM 
and needed to carry out Its nmssron. 

COLLECTIONS ERRONEOUSLY APPLIED 
TO PEfy APPROPRIATIONS 

Department of Defense InstructIon 2140.1, dated June 17, 1975, 
specxfres that an asset use charge be included ln an FMS requlrlng 
the use of Government-owned assets to produce the Item sold. The In- 
structson also speclfres that the asset use charges collected should 
be deposxted to Miscellaneous Recerpts, Unxted States Treasury. 

As part of our survey? we inquired Into whether TARCOM was col- 
lecting and properly depostln g funds for asset use charges. We found 
that, although asset use charges valued at over $4.4 mllllon were col- 
lected between November 1975 and Ilarch 1976, the funds were deoosxted 
to a PEMA approprlatxon. After we Lnqulred Into thus matter, the 
funds TTere transferred from the PCMA approprlatlon to Mxscellaneous 
Recexprs, 

In our oplnlon, funds collected for an asset use charge should be 
xmmedxately deposlted to the Miscellaneous Recexpts, U*S. Treasury. 
Accordingly, we recommend that TARCOY Comptroller personnel be in- 
structed to deposit funds representing assets use charges In Mlscel- 
laneous Receipts as soon as they are recexved. 
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we look forkrard to a reply on the correctave action taken 
by your staff on the above areas 

Copies of this report are belnq sent to the AssIstant 
Secretary of the ALTO (Flnanclal Elanagenent) and the 
Commandlnq General, 
Readiness Command. 

U S Army Vaterlel Development and 

SIncerely yours 

TJalter C. Herrmann, Jr. 
RegIonal Manager 

cc Asslstant Secretary of 
the Army (Fxnanclal 
Kanagement) 

Commanding General - 
U-S Army Materiel 
Development and 
Readiness Command 
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