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GAO Un ited States 
Genera l  Account i ng Off ice 
Wash i ngton, D.C. 20548 

Nat iona l Secur ity a n d  
Internat iona l Affa irs Div is ion 

B-221 193 

December 3 1, 1992 

The Honorab l e Edward M. Kennedy 
Cha i rman, Subcomm ittee on Pro ject i on Forces 

and Reg i ona l  Defense 
Committee on Armed Serv i ces 
Un ited States Senate 

Dear Mr. Cha i rman: 

Th i s report responds to your request that we eva l uate the Civ i l  Reserve Air 
F leet (CRAF) program.’ The CRAF program was des i gned to prov i de the 
Department of Defense (DOD) with access to commerc i a l  a ircraft to 
augment mi l i tary a ir l ift dur i ng emergenc i es. CRAF a ircraft performed a v ita l 
ro le in Operat i on Desert Sh i eWStom by transport ing near l y two-th irds of 
the so l d i ers and one-quarter of the ir assoc i ated a ir l i fted cargo to the 
M idd l e East. Spec if i ca l l y, we rev i ewed (1) the l essons l earned from the 
f irst-ever act ivat ion of CRAF from both the government’s and commerc i a l  
carr iers’ perspect i ves and (2) the changes to the CRAF program be i ng 
cons i dered to ref lect DOD’S force restructur ing in response to a new wor ld 
po l i t i ca l c l imate. 

- 

Resu lts in Br ief CRAF i s an important, yet re lat ive ly i nexpens i ve, component of the Air 
Force’s a ir l ift capab i l i ty. If used fu l ly, the CRAF program can prov i de over 
30 percent of the Air Force’s cargo a ir l ift capab i l i ty and over 90 percent of 
its passenger a ir l ift capab i l i ty. Because of the ,program, the government 
does not incur the large costs of acqu i r i ng and support i ng a larger f leet of 
Air Force a ircraft dur i ng peacet ime. DOD pays for the a ir l ift as it is used 
and at predeterm ined compensat i o n rates. 

CRAF p l ayed a ma j or ro le in Operat i on Desert Sh ie l d/Storm and is expected 
to be a ma j or part of DOD'S a ir l ift capab i l i ty for the foreseeab l e future. 
Wh i l e  the CRAF’S i n vo l vement in the Operat i on was an operat iona l  success, 
the carr iers have ident if ied a number of prob l ems with the program s i nce 
the act ivat ion, and s ome have suggested they may  reduce future 
part ic i pat ion un l ess changes are made. The Air Force and the carr iers are 
work i ng to reso l ve many of those concerns in negot i at i ons for the next 
ser ies of CRAF contracts. The carr iers be l i eve that future C/RAF act i vat i ons 
are more l i ke ly because of the success of the f irst act ivat ion. A lso, wh i l e 

a 

‘W e  last reported o n  the program in Emergency Air l ift: Respons i v e ness of the Civ i l Reserve Air F leet 
Can  Be Improved (GAOINSIAD-86-47, Mar. 24, 1986). -- 
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the carr iers are more aware of both the d irect and ind irect costs 
assoc i ated with act ivat ions, the trad it iona l i ncent ive for program 
part ic i pat ion-peacet ime DOD bus iness- is decreas i ng. 

Background The CRAF program is managed by the Air Mob i l i ty Command (AMC), 
former ly known as the Mi l itary Airl ift Command, l ocated at Scott Air 
Force Base, I l l ino is. AMC is a component of the U.S. Transportat ion 
Command, wh i ch has recent ly ga i ned add it i ona l overs ight respons ib i l i ty 
for AMC peacet ime operat ions, inc l ud i ng the CFLW program. 

Estab l i shed in 1952, the CXAF program was des i gned to prov i de DOD with 
access to commerc ia l  a ircraft to augment mi l itary air l ift dur i ng 
emergenc i es. CRAF i s composed of U.S. civ i l a ir carr iers that vo luntar i l y 
commit cargo and passenger a ircraft-at predeterm ined compensat i on 
rates based on negot i at i ons with the carr iers-to support air l ift 
requ i rements that exceed the capab i l i t i es of Air Force a ircraft. The 
rewards for CRAF part ic i pat ion-shares of DOD'S peacet ime bus i ness for 
cargo and passenger a ircraft serv ices-are deta i l ed in contracts with each 
carr ier. The contracts a lso set the terms under wh i ch carr iers commit 
a ircraft to the program. CRAF contracts have trad it iona l l y b e en i ssued on 
an annua l  bas is. Start ing on January 1,1990, however, AMC and the carr iers 
began the ir first 3-year contracts. The current contract runs through 
December 1992. 

The U.S. Nat iona l  Air l ift Po l icy, dated June 24, 1987, is des i gned to 
strengthen and improve the air l ift capab i l i ty of DOD and, where 
appropr iate, enhance the mob i l i zat ion base of the U.S. commerc ia l  a ir 
carr ier industry. Under the po l i cy, the ma jor ity of DOD'S peacet ime 
passenger requ i rements and a s ign if icant port ion of its cargo requ i rements A 
are sat isf ied by procur ing air l ift from commerc ia l  a ir carr iers part ic ipat ing 
in the CRAF program. DOD estab l i shes appropr iate leve ls for peacet ime 
cargo air l ift in order to promote the effect iveness of CRAF and prov i de 
tra in ing with in the mi l itary air l ift system. 

AMC, compensates the CRAF carr iers for peacet ime air l ift us i ng un iform 
passenger and cargo rates. These un iform rates are based on a we i ghted 
average of carr ier costs p lus return on i nvestment and are updated 
annua l l y based on carr ier costs dur ing the preced i ng year. The same rates 
are used to compensate carr iers dur ing an act ivat ion. 
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The carr iers p l edge a ircraft to one or more of three stages. 
Stage I-committed expans i on- i s used to perform air l ift serv i ces when 
AMC’S a ircraft f leet cannot meet both dep l o yment and other traff ic 
requ i rements s imu l taneous l y. Stage II-defense a ir l ift emergency- i s the 
a ir l ift expans i o n ident if i ed for an a ir l ift emergency not warrant i ng nat i ona l  
mob i l i zat i on. Stage III-nat iona l emergency- i s tota l CRAF a ir l ift capab i l i ty 
mad e  ava i l ab l e for ma j or mi l i tary emergenc i es. 

W i th Secretary of Defense approva l , the Commander in Ch ief of the U.S. 
Transportat i on Comman d  can act i vate CRAF." CRAF can be act i vated 
i ncrementa l l y, w ith ent ire stages or port i ons of stages be i ng act i vated, 
depend i n g on the need. Carr iers are ob l i gated to prov i de up to four fu l l 
a i rcrews for each a ircraft comm itted to the program. Once act i vated, AMC 
assumes m i ss i o n contro l, but the carr iers cont i nue to operate and support 
the a ircraft, i nc l ud i ng the prov i s i on of fue l, spare parts, and ma i ntenance. 

The part ic i pat i ng carr iers have comm itted a tota l of 515 a ircraft to 5 
program segments. 

. Long-range internat iona l. A tota l of 406 a ircraft are comm itted to th is 
segment, wh i ch supports AMC’S g loba l  operat i ons such as Operat i on Desert 
Sh i e l d/Storm and requ i res a ircraft capab l e  of extended overwater 
operat i ons. Th i s segment is cons i dered the most cruc ia l  of the program 
and is the on l y segment covered in deta i l  i n th is report. Append i x  I l i sts the 
passenger and cargo carr iers part ic i pat i ng in th is segment of the program 
as of October 1991 and the number of a ircraft committed. 

l Short-range internat iona l. A tota l of 33 a ircraft are comm itted to th is 
segment, wh i ch supports short-hau l  operat i ons to near offshore l ocat i ons, 
such as Centra l  Amer i ca. 

. Domest i c. A tota l of 353 a ircraft are comm itted to th is segment, wh i ch 
supports cont i nenta l  U.S. supp l y d istr ibut ion systems of the Air Force and h 
the Navy. 

. A laskan. A tota l of e i ght a ircraft are comm itted to th is segment, wh i ch 
supports i ntra-A laskan a ir l ift requ i rements. 

l Aeromed i ca l  evacuat i on. A tota l of 33 a ircraft are comm itted to th is 
segment, wh i ch is des i g ned for aeromed i ca l  evacuat i on from the var i ous 
theaters. 

“Th i s p rocedure was estab l i s hed in February 1992. The prev i o us procedure a l l owed the Command e r  of 
AMC to ca l l  u p  CRAF stage I. 

:The n umber  of a ircraft in th is s e gment was reduced to seven as of October 1,199& bec a u s e  of a n  Air 
Force Secretary dec i s i on to d i scont i nue the Air Force a ir l ift supp l y  d i str i but i on system. 
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If a l l  three stages of the program were act i vated, the l ong-range 
internat i ona l  s e gment wou l d  prov i de more than 50 percent of the A ir 
Force’s  strateg i c l ift capab i l i t y-32 percent of the cargo capab i l i t y and 
93 percent of the passenger capab i l i t y. A s  of October 1991, the 
part i c i pat i ng carr iers had c omm i t t e d  406 a ircraft4 -150 cargo and 256 
passenger-for that segment. In mos t  scenar i os, however, on l y  stages I 
and II are expected to be act i vated for a tota l of 114 a ircraft41 cargo and 
73 passenger. Tab l e  1 prov i des a breakdown of the carr iers’ c omm i tmen t  
of a ircraft b y  cw stage and type of a ircraft. 

Tab l e 1: Long-Range Internat iona l 
Aircraft Comm itted to the CRAF  
Program by Stage and Type of Aircraft 
a8 of October 1991 

Stage I 
Stage II 
Stage III 
Tota l ” 

Cargo Passenger Tota l  
23 18 41 
18 55 73 

109 183 292 
150 256 406 

Used in ODerat i on Desert Sh i e l d/Stormb 31 21 52 

aA ircraft i n stages I a n d  II are a l s o i n c l u ded i n stage Il l, T h e  tab l e a b o v e  s h ows on l y  the add i t i ona l  
a i rcraft ava i l a b l e  at e a c h  stage. 

bA ircraft u s e d  were  b a s e d  o n  the a v e r a g e  n umbe r  of CRAF  a ircraft u s e d  o n  a  da i l y bas i s  dur i n g 
the f irst 8  mont h s  of Operat i o n  Desert Sh i e l d /Storm. 

T h e  A ir Force’s  comparab l e  l ong-range a ir l ift f leet cons i s ts of 447 a ircraft, 
i nc l ud i ng tra in i ng and backup a ircraft, i n its act i ve and reserve 
forces-125 C-5s, 263 C-141s, and 59 KC-10s. 

CRAF  Exper i ence and T h e  CRAF  program was  act i vated for the f irst t im e  on August 17, 1990, to 
prov i de add i t i ona l  a ir l ift dur i ng Operat i on Desert Sh i e l d /Storm. Dur i ng a 

Lessons Learned in stage I, the carr iers prov i ded 18 passenger and 23 cargo a ircraft a s  
Operat i on Desert requ i red b y  the ir contracts, and ma n y  carr iers vo l unteered more a ircraft 

Sh ie l d/Storm  than requ ired. Accord i n g to A ir Force off ic i a l s, s ome  carr iers s imp l y  
wanted add i t i ona l  bus i n ess. Others hoped that, b y  vo l unteer i ng more 
a ircraft, they cou l d  avo i d  act i vat i on of stage II. Neverthe l ess, a s  the need 
for a ir l ift i ncreased, stage II was  act i vated on January 17, 1991, for cargo 
a ircraft on l y. In March  1991, about ha lf of the stage II passenger a ircraft 
were act i vated to meet  the i ncreased needs for br i ng i ng the troops h ome  

4As of Apr i l  1 9 9 2, the tota l n umbe r  of a ircraft comm i t t ed to the l o ng-range i nternat i ona l  s e gmen t  h a d  
d e c r e a s e d  to 382, pr imar i l y d u e  to the d em i s e  of Pa n  Amer i c a n  A ir l i nes. 
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from the Pers i an Gu lf. Stage II was deact i vated on May  17, 1991, and stage 
I was deact i vated on May  24, 1991.” 

The number of CRAF a ircraft actua l l y i n use var i ed accord i ng to the need 
for a ir l ift. Dur i ng December 1990, for examp l e, an average of 24 cargo and 
12 passenger a ircraft were operat i ng on a da i l y bas i s. By February 15, 
1991, stage II had been act i vated and 71 cargo and 33 passenger a ircraft 
were operat i ng da i l y. An average of 31 CRAF cargo and 21 CFZAJ? passenger 
a ircraft per day were in use dur i ng the f irst 8 months of the dep l oyment. 
Dur i ng the s ame per iod, the average number of a ir l ift a ircraft (c iv i l i an and 
mi l i tary) used per day was 233, of wh i ch CRAF prov i ded about 22 percent. 

Dur i ng the act i vat i on per iod, CRAF a ircraft transported near l y 700,000 
passengers and over 120,000 tons of cargo. Accord i ng to the Air Force, 
CRAF a ircraft transported over 64 percent of the tota l passengers and 
25 percent of the a ir cargo needed for the operat i on. Dur i ng the f irst 
8 months of dep l oyment, CKAF a ircraft f l ew 22 percent of the tota l 
Operat i on Desert Sh i e l d/Storm air l ift m iss i ons. Tab l e 2 shows the number 
of m i ss i o ns f l own by the CRAF carr iers for each month of Operat i on Desert 
Sh ie l d/Storm. 

Tab l e 2: CRAF Miss i ons in Operat i on 
Desert Sh ie l d/Storm by Month 

Month 
August 1990 
September 
October 
November 
December 
January 1991 
February 
March 
Apr i l 
May 
June 
Tota l 

Passenger 
m iss i ons 

116 
135 
152 
51 

340 
274 
117 
316 
470 
368 
104 

2.443 

Cargo Comb i ned Tota l 
m lss i ons m iss i ons m iss i ons 

120 0 236 
195 0 330 
101 18 271 
184 18 253 
275 15 630 
473 18 765 

b 
645 17 779 
459 18 793 
314 18 802 

85 18 471 
1 0 105 

2.852 140 5.435 

These stat ist i cs i nd i cate that the carr iers made  ma j or contr i but i ons to the 
Operat i on Desert Sh i e l d/Storm air l ift. Both DOD off ic i a l s and those in the 

“Even though the forma l  CRAF program was deact i vated short l y after Operat i o n Desert Storm came to 
a  c l ose, s ome of the CRAF carr i ers cont i n ued to perform cargo a n d  passenger m iss i ons to the M idd l e 
East unt i l  l ate 1991. 
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a ir carr ier industry regarded the CRAF act ivat ion as a success. Air Force 
off ic ia ls stated that the carr iers responded prompt ly to the act ivat ion and 
p l ayed a key ro le in mov i ng un its, equ i pment, and resupp l y mater ia l to the 
M idd l e East, as we l l  as br ing ing troops and mater ia l h ome after the 
Operat i on conc l uded. Al l carr iers interv iewed to ld us that the CRAF 
act ivat ion was genera l l y we l l  managed by AMC and that the program 
accomp l i shed its miss ion with few prob l ems. Many of the prob l ems c ited 
by the carr iers, such as chang i ng mi l itary requ irements, overcrowded en 
route a irports, and s l ow un l oad i ng of cargo, were the same as those 
affect ing mi l itary a ircraftG 

Costs and Benef its of The CRAF program prov ides the government with severa l important 

the CRAF Program to benef its. CRAF prov i des up to ha lf of the nat i on’s strateg ic air l ift capab i l i ty 
w ithout the government hav i ng to purchase add it i ona l a ircraft, pay 

the Government personne l  costs, or f ly a nd ma inta i n the a ircraft dur ing peacet ime. The 
on ly d irect out lay of funds for the program s ince its i ncept ion has been for 
the CRAF Enhancement Program. Under th is program, the Air Force pa i d 
carr iers for mod ify i ng passenger a ircraft to make them capab l e of carry ing 
mi l itary cargo. As d i scussed in append i x II, the Air Force has spent about 
$600 mi l l i on o n the CRAF Enhancement Program. 

The on ly recurr ing cost to the government is for the peacet ime DOD 
bus i ness-pa i d for at negot i ated rates of compensat i on based on 
we i ghted-average carr ier costs-awarded to the carr iers as incent ives for 
the ir part ic ipat ion in the program.7 Exc lud i ng the amounts pa i d for the 
Operat i on Desert Sh ie l d/Storm air l ift, the amount of annua l  contracts to 
the carr iers has averaged about $508 mi l l i on from f isca l years 1986 
through 1992. (See tab le 3.) 

“Such prob l ems were d i scussed in deta i l  in our report ent it l ed Desert Sh ie l d/Storm: U.S. 
Transportat i on Command’s Support of Operat i o n (GAO/NSIAD-92-54, Jan. 9,1992). 

?Accord i ng to AMC, the peacet ime contracts to the carr iers are norma l  government bus i ness, wh i ch 
wou l d  b e  awarded w ith or w ithout the CRAF program. We  d i d not rev i ew the appropr i a teness of the 
peacet ime bus i ness awards. 
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Tab l e 3: AMC Peacet ime and Operat i on 
Desert Sh ie l d/Storm Contract Awards 
to CRAF Carr iers 

_, _ ,,_ 
Do l l ars in mi l l i ons 

F isca l year 
1906 

Operat i on Desert 
Peacet ime Sh ie l d/Storm Tota l 
contracts contracts contracts 

$425.4 $0 $425.4 
1987 490.5 0 490.5 
1988 524.4 0 524.4 
1989 488.0 0 488.0 
1990 525.2 140.1 665.3 
1991 628.1 1,303.1a 1,931.2 
1992 477.6b 61 .3b 538.gb 
aAmounts for equ itab le ad j ustment c la ims, sett led or unsett led, are not inc luded. 

“Est imated amounts on ly 

The CRAF program not on l y ensures the ava i l ab i l i ty of these cargo and 
passenger a ircraft to DOD, but estab l i s hes the rates of compensat i o n for 
the ir usage in advance. The use of CRAF a ircraft dur i ng an act i vat i on is not 
free--DOD pays rates based on we ighted average carr ier costs-but the 
cost is m i n ima l  i n compar i s on to the costs of acqu i r i ng and support i ng 
a ircraft, pay i ng and tra in i ng a i rcrews, and other expenses of ma i nta i n i ng a 
standby mi l i tary a ir l ift capab i l i ty. AMC pa i d the carr iers about $1.5 b i l l i on 
for us i ng the ir a ircraft dur i ng the operat i on. Purchas i ng add i t i ona l  m i l i tary 
a ircraft to prov i de s im i l ar capab i l i ty wou l d  cost from $15 to $50 b i l l i on, 
accord i ng to Air Force off ic ia l s, depend i n g on assumpt i o ns used for 
a ircraft rep l acement cost. 

Act ivat i on Surfaced 
Carr ier Concerns 

Many carr iers have part ic i pated in the CRAF program for years, ga i n i ng the 
advantage of a guaranteed share of DOD'S peacet ime bus i n ess but never 
expect i ng an actua l  act ivat i on. The Operat i on Desert Sh i e l d/Storm 
act ivat i on-the f irst ever for the CRAF program-brought to l i ght man y  
i ssues that the carr iers had not cons i dered at length. Issues i nc l ude 
bus i n ess l o sses dur i ng act ivat i on, compensat i o n for extraord i nary 
expenses and underut i l i zat i on of the a ircraft, i nsurance l anguage, and jo int 
venture l i ab i l i ty. Man y  carr iers to ld us they were cons i der i ng reduc i ng 
future a ircraft comm i tments un l ess changes were made  to the CRAF 
program. 

As a resu lt, AMC has had d iff icu lty draft ing changes to the upcom i n g CRAF 
contracts that wi l l  sat i sfy a l l  carr iers’ concerns. Carr ier op i n i ons on the 
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program and changes they w ish to make to the program vary substant ia l l y 
by type of carr ier. For examp l e, schedu l ed passenger carr iers genera l l y 
want short-term contracts, wh i l e charter carr iers favor longer contracts. 
Schedu l ed passenger carr iers genera l l y be l i eve that cargo carr iers get too 
much DOD peacet ime bus i ness, wh i l e cargo carr iers be l i eve they get too 
l itt le. As a resu lt of d ifferences among the carr iers as we l l  as d iff icu lt ies 
with compensat i on, i nsurance, and jo int ventures, the contract ing process 
has been de l ayed severa l t imes, and the current contracts have been 
extended by 3 months. Also, the l ength of the next contracts have been 
shortened from 3 years, as or ig ina l l y ant ic i pated, to 9 months. 

Bus iness Losses Dur ing 
Act ivat ion 

Because the ir a ir passenger bus i ness was depressed dur ing the act ivat ion 
per i od due to the ongo i n g recess i on and pub l i c concerns about the Gu lf 
War, some charter carr iers were happy to rece ive add it i ona l government 
bus i ness through the CRAF program. Schedu l ed passenger carr iers, 
however, po i nted out that the act ivat ion co i nc i ded with the ir heavy 
Thanksg i v i ng a nd Chr istmas ho l i day season traff ic. Dur ing these t imes, 
schedu l ed passenger carr iers had no excess a ircraft for CFUF f l ights, 
though the carr iers sti l l honored CRAF commitments. One sma l l  p ackage 
carr ier to ld us its bus i ness d id not decrease dur ing the act ivat ion and the 
ho l i days are peak per i ods for th is type of carr ier as we l l. However, th is 
carr ier l eased a ircraft to ma inta i n ex ist ing bus i ness wh i l e at the same t ime 
honor i ng its commitment of a ircraft to the program. 

Many carr iers that we v is ited to ld us they lost bus i ness to e ither fore ign 
compet it i on or non-caAF compet itors dur ing the act ivat ion. In add it i on, 
accord i ng to two cargo carr iers, some of the ir former internat iona l 
customers were requ ired to s ign long-term contracts with fore ign carr iers 
in order to have the ir products sh i pped dur ing the act ivat ion per iod. As a 
resu lt, these customers cou l d not immed iate ly return after the act ivat ion 
ended. Wh i l e some carr iers comp l a i ned of lost bus i ness, they were unab l e 
to quant ify these l osses for us, not i ng that it was d iff icu lt to separate 
l osses due to CRAF act ivat ion from losses due to the genera l l y poor 
econom ic c l imate that ex isted in the a ir l ine industry dur ing that t ime. 

m Extraord inary 
Expenses 

Many of the carr iers that operated dur ing Operat i on Desert Sh ie l d/Storm 
be l i eved that DOD'S compensat i on rates d id not cover a l l costs incurred. 
Under current ru les, AMC pays carr iers at the norma l peacet ime rate dur ing 
act ivat ion. However, a l l carr iers we v is ited to ld us costs for such th ings as 
hazardous duty pay, rout ing de l ays, and estab l i sh i ng en route bases in 
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Europe were h i gher dur i ng the act i vat i on than dur i ng peacet ime. Thus, 
carr iers have f i l ed c l a ims w ith AMC for re imbursement of extraord i nary 
expenses amount i n g to $99.1 mi l l i on, or about 7 percent of the $1.5 b i l l i on 
cost of contracted a ir l ift by the carr iers dur i ng the act i vat i on per iod. Of 
the tota l c l a ims f i l ed, 22 c l a ims tota l i ng $26.3 m i l l i on have been sett led for 
$18.7 m i l l i on and 10 c l a ims tota l i ng $72.8 m i l l i on were outstand i ng as of 
September 21,1992. 

Many  of the carr iers we v is i ted were concerned about the l ength of t ime 
taken to sett le the c l a ims, the need for extens i ve documentat i on of the 
c l a ims, and the den i a l  of s ome c l a ims by AMC that they be l i e ved to be 
leg i t imate. An AMC: off ic ia l to ld us that s ome of the de l ays occurred 
because the contracts d i d not have prov i s i ons that d i s cussed what k i nds of 
extraord i nary expenses i ncurred dur i ng an act i vat i on wou l d  be a l l owed. 
De l a ys were a l so caused by carr iers’ subm itt i ng c l a ims w ith i ncomp l ete 
documentat i on. Once the c l a ims had been rece i ved, AMC used its j udgment, 
a l ong w ith genera l  government contract i ng pr inc i p l es, to dec i de if 
i nd i v i dua l  c l a ims wou l d  be pa i d. To be as cons i stent as poss i b l e w ith the 
carr ier c l a ims, AMC, determ ined the genera l  types of c l a ims that wou l d  be 
a l l owed and d i sa l l owed. AMC dec i ded that costs i ncurred for rout ing 
de l ays, hazardous duty pay, i nsurance, secur ity, crew re locat ion, and 
l and i ng fees wou l d  be genera l l y a l l owab l e. C l a ims for spare parts, m i s sed 
backhau l  opportun it i es, and l eased a ircraft to ma i nta i n ex i st i ng bus i n ess 
were usua l l y  una l l owab l e. In add it i on, the government wou l d  not 
compensate carr iers for lost market share and opportun i ty costs. 

AMC is cons i der i ng pay i ng carr iers a h i gher compensat i o n rate dur i ng 
future CRAF act i vat i ons, wh i ch cou l d reduce the number of c l a ims for 
extraord i nary act i vat i on expenses. Wh i l e  the carr iers v i s i ted favored a 
h i gher rate of compensat i o n dur i ng an act ivat i on, there was s ome concern 
w ith i n AMC: that it cannot pred ict where the next act i vat i on wi l l  occur and 
what sort of extraord i nary costs wi l l  b e i nvo l ved. 

Aircraft Uti l i zat ion 
I 

Accord i ng to AMC: off ic ia l s, man y  carr iers part ic i pat i ng in Operat i on Desert 
Sh i e l d/Storm comp l a i n ed that, once act i vated, AMC: d i d not fu l l y ut i l i ze 
the ir a ircraft. Whe n  the a ircraft are not be i ng used, they are not generat i ng 
revenue for the carr iers. In add it i on, the cargo carr iers c i ted substant i a l  
de l a ys in l oad i ng and un l oad i ng cargo, w ith ground t imes between f l i ghts 
often in the 5- to ‘I-hour range, wh i ch is a l so a compensat i o n i ssue s i nce 

“Backhau l  refers to the u s e  of the a ircraft’s capac i ty dur i n g the return tr ip to the Un i ted States. 
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the a ircraft earns no revenue s itt ing id le o n  the ground. Off ic ia ls of one 
carr ier to ld us they regard about 2 to 3 hours ground t ime as norma l. 

AMC off ic ia ls have recogn i zed both of these prob l ems and have proposed 
changes to the upcom ing CRAF contracts to address them. For subsequent 
act ivat ions, the n ew contracts are expected to guarantee m in imum a ircraft 
ut i l i zat ion of 8 hours per day and to prov i de for payment for ground t imes 
in excess of 3 hours due to government contro l l ab le de l ays such as those 
resu lt ing from a irport congest i on or lack of adequate un l oad i ng 
equ i pment. The upcom ing contracts are a lso expected to ra ise the one-way 
compensat i on rate dur ing act ivat ions to compensate for the lack of 
commerc ia l  backhau l  opportun it i es. 

Wax Risk Insurance Norma l commerc ia l  i nsurance po l i c i es genera l l y exc l ude coverage for a ir 
carr iers operat i ng with in war zones or have spec if ic exc l us i ons for 
coverage dur ing CRAF act ivat ion per iods. Thus, commerc ia l  carr iers 
operat i ng CRAF f l ights, or vo lunteer ing f l ights pr ior to CRAF act ivat ion, must 
genera l l y re ly o n supp l ementa l  i nsurance programs prov i ded by the 
government. A lthough carr iers suffered no a ircraft l osses dur ing the 
Operat ion, carr iers were concerned that they were f ly ing w ithout 
i nsurance coverage in some s ituat ions and were d issat isf ied with the 
coverage and benef its prov i ded under two government i nsurance 
programs-the Av iat ion War Risk Insurance Program and the Air Force 
Indemn if i cat ion Program. 

The Av iat ion War Risk Insurance Program insures a ircraft that prov i de 
internat iona l commerc ia l  a ir serv ice essent ia l  to the Un ited States if 
commerc ia l  i nsurance is unava i l ab l e o n reasonab l e terms and cond it i ons. 
Th is i nsurance program is i ncorporated in t it le XIII of the Federa l  Av iat ion 
Act of 1958 and is adm in i stered by the Federa l  Av iat ion Admin istrat ion. 
Th is program genera l l y covers l osses for war, capture, se izure, nuc l ear 
detonat i on, h i j ack ing, str ikes, and vanda l i sm. 

The Air Force Indemn if i cat ion Program, author i zed under Pub l i c L aw 
85-804, as amended,g covers war r isks dur ing a CRAF act ivat ion that are not 
covered by t it le XIII insurance. However, there is n o separate i nsurance 
fund ava i l ab l e for c la ims reso lut ion as there is under the t it le XIII program. 
Therefore, if a  carr ier t i les a  c la im for indemn if i cat ion and insuff ic ient 

%O U.S.C., sect i ons 1 4 3 1 - 1 4 3 6  (1988); Execut ive Order No. 1 0 7 8 9 , 2 3  Fed. Reg. 8 8 9 7  (1958), as 
amended .  
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.“. __... -_ ...-_l l--- 
funds are ava i l ab l e for sett l i ng the c la im, DOD wou l d n eed to request 
add it i ona l fund i ng from the Congress to re imburse the carr ier. 

Carr iers exper i enced d iff icu lt ies obta i n i ng t it le XIII i nsurance pr ior to 
off ic ia l CRAF act ivat ion and often had to obta i n t it le XIII i nsurance on a 
f l ight by f l ight bas is. As a resu lt, carr iers were l aunch i ng some f l ights 
before i nsurance commitments were comp leted. Therefore, some carr iers, 
unwi l l i ng to assume r isks assoc i ated with lack of insurance, reduced the 
number of vo lunteer a ircraft made ava i l ab l e to AMC. Once CRAF was 
forma l ly act ivated, i nsurance became ava i l ab l e to a l l part ic ipants. 

Carr iers were a lso concerned about gaps in coverage for the domest i c l eg 
of a CRAF miss ion, wh i ch is the tr ip from wherever the a ircraft is l ocated to 
the passenger or cargo on- l oad po int to beg i n the miss ion. Accord i ng to 
Air Force off ic ia ls, the commerc ia l  insurers and the Av iat ion War Risk 
Program wou l d not cover the domest i c leg, and there was no guarantee 
that the indemn if i cat ion program wou l d cover the domest i c l eg in a l l 
cases. 

Leg is l at i on to reauthor ize t it le XIII through September 30, 1997, was 
approved and s i gned into l aw in November 1992. Under the n ew law, 
i nsurance coverage was expanded to inc l ude the domest i c l eg of CRAF 
miss ions. 

In add it i on, the Secretary of the Air Force d id not approve the 
imp l ementat i on of the indemn if i cat ion program unt i l CRAF act ivat ion o n  
August 17, 1990, wh i ch aga i n  caused carr iers that were vo luntar i l y 
support i ng AMC before CRAF act ivat ion to be occas iona l l y w ithout 
i nsurance coverage wh i l e f ly ing Operat i on Desert Sh ie l d/Storm miss ions. 
Because unusua l l y hazardous r isks were not def i ned in the 
indemn if i cat ion program, there cou l d b e gaps in coverage for some A 

potent ia l  l osses. Carr iers were a lso concerned with the potent ia l  l ength of 
t ime that wou l d b e i nvo l ved in rece iv i ng a  sett lement under the 
indemn if i cat ion program if a n a ircraft is lost, and the Air Force has to 
request add it i ona l fund i ng to re imburse for the loss. 

To qu ick ly respond to emergency s ituat ions, AMC has proposed changes 
that wou l d permit imp lementat i on of the indemn if i cat ion program pr ior to 
the Secretary of the Defense’s approva l  of the CRAF act ivat ion. AMC has a lso 
ident if ied spec if ic r isks covered by the indemn if i cat ion program and has 
i nc l uded a def in it ion of unusua l l y hazardous r isks in the upcom ing CRAF 
contracts. 
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Jo int Ventures Because AMC’S greatest need in the CRAF program is for cargo a ircraft, AMC 

prov i des greater r ights to peacet ime bus i n ess to carr iers that comm i t 
cargo a ircraft to the program. As a resu lt, a few cargo carr iers have the 
r ights to a l arge share of DOD'S peacet ime bus i ness. However, DOD'S 
peacet ime bus i n ess is pr imar i l y for passenger a ircraft serv i ces. To ba l a nce 
ava i l ab l e bus i n ess w ith the DOD comm itments, the a ir carr ier i ndustry 
deve l o ped a system in wh i ch the cargo carr iers w ith the r ights to the DOD 
peacet ime bus i n ess team up w ith one or more passenger carr iers. The 
cargo carr iers se l l  the ir r ights to DOD'S peacet ime passenger bus i n ess to 
passenger carr iers that are wi l l i ng and capab l e  of prov i d i ng the bus i ness. 

Accord i ng to Air Force off ic ia l s, man y  of the carr iers have part ic i pated in 
these “jo int ventures” s i nce the ear l y 198Os, and the system has worked 
we l l  for both the government and the carr iers. Jo i nt ventures a l l ow the 
government to transfer add i t i ona l  compensat i o n to the jo int venture 
l eaders as a prem i um for the ir va l uab l e cargo a ircraft wh i l e not prov i d i ng 
any d irect subs i d i es. The passenger carr iers in the jo int ventures get larger 
shares of government bus i n ess than they wou l d  otherw ise be ent it l ed to. 

Wh i l e  th is arrangement worked we l l  i n peacet ime, prob l ems arose when 
carr iers subm itted the ir extraord i nary expense c l a ims for Operat i on 
Desert Sh i e l d/Storm to AMC. The Air Force in it ia l l y asserted that a l l  
members of a jo int venture must cert ify the c l a ims of the other carr iers in 
that venture. The carr iers ob j ected, not w ish i ng to share conf i dent i a l  cost 
i nformat ion w ith the ir compet i tors. Add i n g to the carr iers’ concerns about 
jo int ventures, one carr ier in a jo int venture went out of bus i n ess ow i ng 
about $600,000 to the government. The government asserted that, under 
standard def in i t i ons of a jo int venture, a l l  members of the jo int venture are 
l i ab l e for the debts of any of the other members in the venture. 

AMC subsequent l y c lar if i ed contract prov i s i ons regard i ng jo int ventures, 
not i ng that the purpose of these arrangements had never been to ho l d 
members l i ab l e for each other’s debts. AMC and the carr iers agreed to 
change the term jo int venture in the upcom i n g contracts to “contractor 
team arrangement.” 

C&W Program 
Changes to Meet 
Future Threat 
Scenar i os 

In l i ght of changes in the wor l d s i tuat ion and reduced resources devoted 
to the nat i ona l  defense, DOD i s mov i n g  to a sma l l er mi l i tary force. The 
nat i ona l  secur i ty strategy depends heav i l y  on the ab i l i ty of the Un i ted 
States to transport personne l  a nd mater i a l  i n t imes of nat i ona l  emergency. 
CRAF i s a  key component of the U.S. a ir l ift transportat ion capab i l i ty. 
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Negot i at i ons for the next CRAF contracts are underway, and pre l im inary 
ind icat ions from the Air Force are that the number of a ircraft vo l unteered 
for the l ong-range internat iona l segment of the program wi l l at least meet, 
if not exceed, most of DOD'S requ irements. 

To address the chang i ng wor ld s ituat ion, AMC is propos i ng to change the 
number of a ircraft for the program. Under the current contracts, the 
number of a ircraft needed in each stage of the program was based upon 
air l ift needs in a  European-type war scenar io. In the so l i c itat ion for the 
next contracts, AMC has i ncreased the pre l im inary number of ava i l ab l e 
cargo a ircraft to both stages I and II and the number of passenger a ircraft 
to stage I. For stage I, the number of a ircraft wi l l i ncrease from the current 
23 cargo and 18 passenger a ircraft to 30 a ircraft of each type. For stage II, 
the number of add it i ona l cargo a ircraft wi l l i ncrease from the current 18 to 
45 a ircraft, but the number of add it i ona l passenger a ircraft for stage II wi l l 
decrease from 55 to 45. Air Force off ic ia ls to ld us they want the add it i ona l 
a ircraft in the most read i l y access ib l e, ear ly stages of CRAF. These off ic ia ls 
be l i eve th is change wou l d more read i l y accommodate the future threat 
scenar io, wh ich they see as another Operat i on Desert Sh ie l d/Storm type 
operat ion, but with a shorter t ime frame. 

AMC Cons ider i ng In add it i on to possess i ng better know l edge about the d irect and ind irect 

Add it iona l Incent ives costs of the program and the r isks of future act ivat ion, the carr iers rea l i ze 
that DOD peacet ime bus i ness wi l l decrease in the future as the mi l itary gets 

to Offset Dec l i n i ng sma l l er a nd the need for peacet ime air l ift is reduced as a resu lt. Wh i l e 

Peacet ime Bus iness act ivat ion r isks are n ow more ev i dent to careers, the trad it iona l i ncent ives 
for program part ic ipat ion are decreas i ng. Accord i ng to AMC pro ject ions, 
DOD peacet ime bus i ness, the trad it iona l i ncent ive for carr iers to part ic ipate 
in the CRAF program, is expected to decrease. Tab l e 4  shows AMC’S b 
pro ject ions of its peacet ime bus i ness through f isca l year 1995. 

Tab le p: Pro jected AMC Peacet ime 
Contract Awards Through F isca l Year 
1995 

Dol lars in mi l l ion 
F isca l year Tota l contracts 
1993 $439.2 
1994 420.6 
1995 425.0 

To address the prob l em of decreas i ng peacet ime incent ives, AMC has 
proposed mak i ng the award of add it i ona l DOD and other governmenta l  
air l ift bus i ness cont i ngent on some form of commitment to the CRAF 
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program. For examp l e, DOD current ly makes s ign if icant expend i tures in 
both passenger and cargo bus i nesses through the Genera l  Serv ices 
Admin istrat ion and the Mi l itary Traff ic Management Command. AMC has 
suggested that the government requ ire carr iers w ish i ng to part ic ipate in 
any of th is expanded base of government bus i ness to commit a certa in 
port ion of the ir f leet to the CRAF program. 

Agency Comments 
and Our Eva luat ion 

DOD concurred with a l l of our f ind ings and conc lus i ons. DOD'S comments 
on a draft of th is report are in append i x III. 

Scope and 
Methodo l ogy 

We conducted our rev iew pr imar i ly at AMC, Scott Air Force Base, I l l ino is. 
We  interv iewed var ious off ic ia ls at AMC Headquarters and rev i ewed 
pert inent regu lat ions, gu i dance, var ious reports, and stud ies perta in i ng to 
the CRAF program. We  a lso rev i ewed MC-deve l oped informat ion based on 
contacts with commerc ia l  carr iers re lated to the i ssues d i scussed in the 
report. In add it i on, we d i scussed the CRAF program with U.S. 
Transportat ion Command off ic ia ls. 

We  a lso conducted deta i l ed interv iews with 6 of 24 CRAF carr iers that 
part ic i pated in Operat i on Desert Sh ie ld/Storm. The s ix carr iers v is ited 
were Un ited Air L i nes, Northwest Air l ines, Evergreen Internat iona l 
Air l ines, Amer ican Trans Air, Federa l  Express, and Un ited Parce l Serv ice, 
and they performed near ly 5 0 percent of the tota l CRAF miss ions dur ing the 
operat ion, These carr iers a l so represented d ifferent segments of the 
carr ier industry: two schedu l ed passenger carr iers, two sma l l  p ackage 
carr iers, a charter passenger carr ier, and a charter cargo carr ier. A lthough 
we d i scussed DOD'S pro jected bus i ness reduct ions for the next severa l 
years, we d id not rev iew the need for DOD'S peacet ime bus i ness with the b 
commerc ia l  carr iers. 

We  conducted our rev iew from June 1991 through September 1992 in 
accordance with genera l l y accepted government aud it i ng standards. 

.----__- -_- 

I, 

We  are send i ng cop i es of th is report to the Secretar ies of Defense and the 
Air Force, the Director of the Off ice of Management and Budget, and other 
interested congress i ona l  committees. Cop i es wi l l b e  made ava i l ab l e to 
others upon request. 
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-. 
P l ease contact me  at (202) 275-4268 if you or your staff have any quest i ons 
concern i ng th is report. Ma j or contr ibutors to th is report are l i sted in 
append i x  IV. 

S incere l y yours, 

Nancy R. K ingsbury 
Director 
Air Force Issues 
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Append ix I 

Long-Range A ircraft Comm itted to the 
CRAF’ Program as of October 1991 

Cargo Aircraft 
Cargo carriers Stage I Stage II Stage Il l Tota l 
Air Transport International 1 1 2 4 
Arrow Air 1 0 5 6 
Buffalo Air 0 0 3 3 
Conn ie Kal itta 1 1 6 8 
Emery/Rosenbaum 4 3 15 22 
Everareen 2 1 11 14 
Federal Express 7 4 20 31 
Flor ida West 0 0 4 4 
Northwest 2 1 5 8 
Pan American 0 1 11 12 
Southern Air 1 0 5 6 
United Parce l 3 4 12 19 
Wor ld 1 2 6 9 
Transcont inenta l 0 0 1 1 
F lagsh ip Express 0 0 3 3 
Total 23 18 109 150 

Passenger Alrcraft 
Passenger carriers Stage I Stage II Stage III 
America West 0 0 33 
Continenta l 2 4 1723 
Delta 0 0 44 -- 
Hawai ian 0 0 1212 
Sun Country 0 0 00 
Trans Wor ld 2 10 1729 
United 4 17 3859 
Federal Express 0 0 11 a 

Northwest 3 11 3852 
Pan American 3 3 3238 
Tower 1 0 34 
American 2 6 4 12 
Wor ld 0 1 12 
American Trans Air 1 2 7 10 
Evergreen 0 1 45 
Rich International 0 0 22 
Total 18 55 183 256 
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Append ix II 

C ivi l Reserve A ir F leet Enhancement 
Program 

The Civ i l  Reserve Air F leet (CRAF) Enhancement Program was author ized 
by Pub l i c Law 97-86, dated December 1,198 l. The program was des igned 
to encourage air carr iers to add cargo convert ib le features to their 
wide-body passenger aircraft to a l lev iate shortfa l ls in mi l itary cargo air l ift 
capab i l i ty. Under the program, the Department of Defense pays for 
mod if icat ions to increase a passenger aircraft’s ab i l ity to carry the bu lky 
and overs ize cargo needed in war by insta l lat ion of a cargo floor that is 
substant ia l l y stronger than the convent iona l f loor. Other mod if icat ions 
inc lude a cargo door and a rol ler and rai l system to accommodate 
standard mi l itary cargo conf igurat ions. Part ic ipat ing carr iers must commit 
their a ircraft to the CRAF program for 12 to 16 years. 

The Air Force awarded the first contract under the program to United 
Air l ines to mod ify one DC-10 at a cost of $15.8 mi l l i on for de l ivery in 1982. 
The Air Force awarded a second contract in 1983 to Pan Amer ican Air l ines 
to mod ify 19 B-747 passenger aircraft to a cargo convert ib le conf igurat ion. 
The mod if icat ions were comp leted in February 1990 at a cost of 
$563 mi l l i on. From 1986 to 1990, the Air Force awarded three add it iona l 
contracts for a tota l of four aircraft at a cost of about $19 mi l l i on. In 1989, 
the Congress expanded the CRAF Enhancement Program to a l low 
incorporat ion of var ious defense features in add it ion to passenger-to-cargo 
convers ion, wh ich wou ld make c iv i l i an a ircraft more mi l itar i ly usefu l. 
However, there have been no contract awards s ince that t ime. 

With 18 of the 23 CRAF enhanced aircraft in the Pan Amer ican Air l ines 
f leet,’ the program was dea lt a major b low when the air l ine dec lared 
bankruptcy in January 1991 and subsequent ly went out of bus iness. F ive of 
the 18 Pan Am aircraft are now owned by Evergreen Air l ines, and they 
remain in the CRAF program. The remain ing 13 aircraft are owned by 
var ious leas ing agenc ies and are not current ly in the CRAF program. The Air a 
Mob i l i ty Command (AMC) is negot iat ing with the leas ing compan ies to get 
these aircraft back into the hands of carr iers and back into the CRAF 
program. AMC off ic ia ls expect to rega in one of these aircraft for the CRAF 
program in f isca l year 1993. The government has f i led near ly $400 mi l l i on 
in c la ims aga inst Pan Am in bankruptcy court in an attempt to recover the 
mod if icat ion costs for these aircraft. In add it ion, when De lta acqu ired 
some of Pan Am’s former assets, Air Force off ic ia ls stated that De lta 
agreed to commit 42 aircraft to the CRAF program to part ia l ly compensate 
the government for its loss. 

‘One of the CRAF enhanced a ircraft in Pan Am’s f leet crashed in Scot land in 1989. 
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Comments From the Department of Defense 

ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON, DC 20301.8000 

December 15, 1992 

Mr. Frank C. Conahan 
Ass istant Comptro l l er Genera l 
Nat iona l Secur ity and 

Internat iona l Affa irs Div is ion 
U.S. Genera l Account ing Off ice 
Wash ington, DC 20548 

Dear Mr. Conahan: 

Th is is the Department of Defense (DOD) response to the Genera l 
Account ing Off ice (GAO) draft report, "MILITARY AIRLIFT: Changes 
Underway to Ensure Cont inued Success of Civ i l Reserve Air F leet," 
dated October 27, 1992 (GAO Code 392635), OSD Case 9249. The 
Department concurs with the GAO f ind ings and recommendat ions and 
f inds the sub ject report to be except iona l l y wel i done. 

The deta i led DOD comments on the draft report are prov ided in the 
enc losure. In add it ion, the DOD separate ly prov ided techn ica l 
changes to the draft for accuracy and c lar if icat ion purposes. The 
Department apprec iates the opportun ity to comment on the draft 
report. 

Secere ly, 

Dav id J. Berteau 
Princ ipa l Deputy 

Enc losure 
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Commen t s  F r om the Department of Defe n s e  

Now on pp. 2-4. 

GAO DRAF T  REPORT  - DATED OCTOBER 27,19 9 2  
(GAO CODE 3926 3 5 )  OSD CASE 92 4 9  

“MIL I TARY AIRLIn: CHANGES UNDERWAY TO  ENSURE CONT INUED 
SUCCESS OF  CIVIL RESERVE AIR F LEET” 

F INDINGS TO  BE ADDRESSED IN 
THE DOD RESPONSE TO  THE GAO DRAF T  REPORT  

DEPARTMENT  O F  DEFENSE COMMENTS  

l **** 

F INDINGS 

a -A: &&&IJ of the Civ i l  Rese r v e  A ir F l eet T h e  GAO reported that the Civ i l  
Rese r v e  A ir F l eet p r o g r am is ma n a g e d  b y  the A ir Mob i l i t y Comman d - - a  c ompo n e n t  of the 
U.S. Transportat i o n Comman d .  T h e  GAO exp l a i n e d the Civ i l  Rese r v e  A ir F l eet is 
c ompo s e d  of U.S. c iv i l  a i r carr i ers that vo l untar i l y c omm i t  cargo a n d  p a s s e n g e r  a ircraft to 
support a ir l ift requ i r ements that e x c e e d  the capab i l i t i es of A ir F orce a ircraft--at 
predeterm i n ed c ompensat i o n  rates b a s e d  o n  negot i a t i o ns w ith the carr i ers, T h e  GAO 
i nd i cated that the carr i ers p l e d g e a ircraft to o n e  or mor e  of three stages-- i .e., Stage I - 
comm i t t ed expans i o n ; Stage II - defense a ir l ift emergen c y ;  a n d  Stage III - nat i ona l  
emerge n c y .  T h e  GAO observ e d  that the A ir Mob i l i t y Comman d e r  c a n  ca l l  u p  Stage I 
a ircraft o n  24-hour not i ce, a n d  the Secretary of Defe n s e  c a n  act i vate Stages II a n d  III. 

T h e  GAO found that part i c i pat i ng carr i ers h a v e  comm i t t ed a  tota l of 5 ’1 5  a ircraft to f i ve 
p r o g r am segments--( l )  l o ng r a n g e  i nternat i ona l , (2) short r a n g e  i nternat i ona l , 
(3) domest i c , (4) A l askan, a n d  (5) aeromed i c a l  evacuat i o n. m e  GAO exp l a i n e d that, if a l l  
three stages were  act i vated ( i.e., I, II a n d  III), the l o ng r a n g e  i nternat i ona l  s e gmen t  wou l d  
prov i d e mor e  than 5 0  percent of the A ir F orce strateg i c l ift capab i l i t y--32 percent of the 
cargo capab i l i t y a n d  9 3  percent of the p a s s e n g e r  capab i l i t y. T h e  GAO a l so o b s e r v e d  that, 
a s  of October 1991, the part i c i pat i ng carr i ers h a d  comm i t t ed 4 0 6  a i rcraft--150 cargo a n d  
2 5 6  passenger--for the l o ng r a n g e  i n t emadona l  s e gment. T h e  GAO further i nd i cated, 
however, that i n most  scenar i o s, on l y  Stages I a n d  1 1  are expected to b e  act i vated, for a  
tota l of 1 1 4  a ircraft. T h e  GAO a l so noted that the A ir F orce c omparab l e  l o ng r a n g e  a ir l ift 
f leet cons i s ts of 4.50 a ircraft ( i nc l ud i ng Reserves) . (pp. 2 - 6 /GAO Draft Report) 

Q$&!D Concur. As a  resu l t of the February 14, 1992, Secretary of 
Defe n s e  memor a n d um,  “Strengthen i n g Department of Defe n s e  Transportat i o n Funct i o ns,” 
act i vat i on of a n y  a n d  a l l  s t ages of the Civ i l  Rese r v e  A ir F l eet is vested i n the Comman d e r -  
i n-Ch i ef, U.S. Transportat i o n Comman d ,  w ith approva l  of the Secretary of Defense. 
T h e  correct A ir F orce strateg i c l o n g-range a ir l ift f leet s i ze shou l d  b e  4 4 9  a ircraft i nc l ud i ng 
Reserves. 

1  Enc l o s ure 
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Append i x III 
Comments From the Department of Defense 

_ 

Now o n  pp. 4-6 

A F lNDJNG: w-erve A ir F leet Exwr i ence Lessons LeQuLed in ODemt i oa 
p o s e d  Sh i e l d/Storm. The GAO reported that the Civ i l  Reserve Air F l eet was act i vated 
for the f irst t ime o n  August 17,1990, to prov i d e add i t i ona l  a ir l ift dur i n g Operat i o n 
DESERT SHIELD/DESERT STORM. The GAO observed that, dur i n g Stage I, the 
carr i ers prov i d ed 1 8  passenger a n d  2 3  cargo a ircraft as requ i r ed by the i r contracts, a n d  
that many  carr i ers vo l u nteered more a ircraft than requ i red, hop i n g  to avo i d  act i vat i on 
of Stage II. The GAO found, however, that as the n e e d  for a ir l ift i n creased, 
Stage II was act i vated o n  January 17, 1991, for cargo a ircraft; a n d  in March 1991, about 
one-ha l f of the passenger a ircraft were act i vated to br i ng the troops h ome from the Pers i a n 
Gu lf. T h e GAO a l so observed that Stage II was deact i vated o n  May 17,1991, a n d  that 
Stage I was deact i vated o n  May 24,1991. 

The GAO found that the n umber  of Civ i l  Reserve Air F l eet a ircraft actua l l y u s e d  var i ed 
accord i n g to the n e e d  for a ir l ift. For examp l e, the GAO observed that, dur i n g December  
1990, a n  average of 2 4  cargo a n d  1 2  passenger a ircraft were operat i n g o n  a  da i l y bas i s; 
whereas, by February 15,1991, after Stage II h a d  b e e n  act i vated, 7 1  cargo a n d  
3 3  passenger a ircraft were operat i n g da i l y. T h e  GAO a l so reported that, dur i n g the 
act i vat i on per i od, the Civ i l  Reserve Air F l eet a ircraft transported near l y 7 0 0 , 000 
passengers a n d  over 120,000 tons of cargo, or about 6 4  percent of the tota l p a ssengers 
a n d  2 5  percent of the a ir cargo n e e d e d  for the Operat i o n. 

T he GAO conc l u d ed that the Civ i l  Reserve Air F l eet carr i ers mad e  ma j or contr i but i ons 
dur i n g Operat i o n DESERT SHIELD/DESERT STORM, a n d  that both the a ir carr i er 
i ndustry a n d  the DOD regarded the Civ i l  Reserve Air F l eet act i vat i on as a  success. The 
GAO observed that the carr i ers r e s p o n d e d  prompt l y to the act i vat i on a n d  p l a yed a  key 
ro l e in mov i n g un its, equ i pment, a n d  resupp l y  mater i a l  to the M idd l e East, as we l l  a s  
br i ng i ng troops a n d  mater i a l  h ome after the Operat i o n conc l u ded. The GAO a l so reported 
that, accord i n g to the carr iers--( l) the Civ i l  Reserve Air F l eet act i vat i on was genera l l y  
we l l  ma n a g e d  by the Air Mob i l i ty Command ,  a n d  (2) the program accomp l i s hed its 
m iss i on w ith few prob l ems. (pp. 6 - 9 /GAO Draft Report) 

RQRCOMMENTS: Concur. 

A F lND lNG f=tofthe V 

Government The GAO observed that the Civ i l  Reserve Air F l eet prov i d es u p  to ha l f of 
the nat i on’s strateg i c a ir l ift capab i l i ty, w ithout the Government hav i n g to purchase 
add i t i ona l  a i rcraft, p a y  personne l  costs, or f ly a n d  ma i nta i n the a ircraft dur i n g peacet ime. 
The GAO observed that the on l y d i rect out l ay of funds for the program, s i nce its 
i ncept i on, h a s  b e e n  the Civ i l  Reserve Air F l eet Enhanc ement Program, unde r  wh i c h the 
Air Mob i l i ty Comman d  pa i d  carr i ers for mod i fy i ng p assenger a ircraft to make  them 
capab l e  of carry i ng mi l i tary cargo. The GAO a l so found that the on l y recurr i ng cost to the 
Government is for the peacet ime DOD bus i ness--pa i d  for at negot i a ted rates of 
compensat i o n  b a s e d  o n  we i g hted-average carr i er costs--awarded to the Civ i l  Reserve Air 

2  
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Now on pp. 6-7 

Now on pp. 7-8. 

-- -___ 

F l eet carr i ers as i ncent i ves for the i r part i c i pat i on in the program. The GAO observed 
that the annua l  contracts h a v e  a v e r a g e d  about $ 5 0 8  mi l l i on from FY 1 9 8 6  through 
FY 1 9 9 2  The GAO a l so observed that the Air Mob i l i ty Comman d  pa i d  the carr i ers about 
$1.5 b i l l i on for us i n g the i r a i rcraft dur i n g Operat i o n DESERT STORM, but purchas i n g 
add i t i ona l  mi l i tary a ircraft to prov i d e s im i l ar capab i l i ty wou l d  cost from $ 1 5  to 
$ 5 0  b i l l i on, d epend i n g  o n  the assumpt i o ns u s e d  for a ircraft rep l a cement costs. 
(pp. 9- l o /GAO Draft Report) 

Ppp <IOMMENTS: Concur. For purpose of accuracy, the fund i n g for the Civ i l  
Reserve Air F l eet e n h a n c ement program was p l a n ned a n d  b u d g e t e d  for by the Air Force, 
not the Air Mob i l i ty Command .  

0  mING I): -faced Car&r Concern . The GAO reported that the 
Civ i l  Reserve Air F l eet act i vat i on brought to l i ght many  i ssues that the carr i ers h a d  not 
cons i d ered at l ength, such as bus i n ess l osses dur i n g act i vat i on, compensat i o n  for 
extraord i nary e x penses a n d  u n d e r  ut i l i zat ion of the a ircraft, i n surance l a nguage, a n d  
jo int venture l iab i l i ty. T h e GAO conc l u d ed that, as a  resu lt, the Air Mob i l i ty 
Comman d  ha s  h a d  d iff icu lty draft i ng c h a n g e s  to the upcom i n g  Civ i l  Reserve Air F l eet 
contracts that wi l l sat isfy a l l the concerns of a l l carr i ers. For examp l e, the GAO observed 
that schedu l e d  p assenger carr i ers genera l l y  want short-term contracts, wh i l e charter 
carr i ers favor l o nger contracts. The GAO a l so observed that schedu l e d  p assenger carr i ers 
genera l l y  be l i e ve that cargo carr i ers get too much  DOD peacet ime bus i ness, wh i l e c argo 
carr i ers be l i e ve they get too l itt le. T h e  GAO found that, as a  resu l t of d i fferences amon g  
the carr i ers, the contract i ng process h a s  been de l a y ed severa l  t imes a n d  the current 
contract h a s  b e e n  extended by 3  months. A lso, the GAO noted that the l ength of the 
next contract h a s  b e e n  shortened from 3  years, as or ig i na l l y ant i c i pated, to 9  months. 
(p. 1  l /GAO Draft Report) 

DCOMMENTS: Concur. 

8  -E: y. The GAO reported that, b e c a u s e  a ir 
p a ssenger bus i n ess was depressed dur i n g the act i vat i on per i od, s ome charter carr i ers were 
h a p p y  to rece i ve add i t i ona l  Gover nment bus i n ess through the Civ i l  Reserve Air F l eet 
program. The GAO a l so reported, however, that passenger carr i ers po i n ted out the 
act i vat i on co i nc i d ed w ith the i r h e a vy Thanksg i v i n g a n d  Chr i stmas ho l i d ay s e a s o n  traff ic, 
a n d  that they h a d  n o  excess a ircraft for Civ i l  Reserve Air F l eet f l i ghts, though the carr i ers 
sti l l h o n o r e d  the i r comm itments. The GAO a l so observed that o n e  sma l l - package carr i er 
l e ased a ircraft to ma i nta i n ex i st i ng bus i ness, wh i l e honor i n g  its comm itment to the 
program. 
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A p p e n d i x  III 
C o m m e n ts  F r o m  th e  D e p a rtm e n t o f D e fe n s e  

- - _  

N o w  o n  p , 8 . 

N o w  o n  p p . 8 - 9  

T h e  G A O  a l s o  fo u n d  th a t m a n y  c a r r i e r s  l o s t b u s i n e s s  to  e i th e r  fo r e i g n  c o m p e ti t i o n  o r  
n o n -C i v i l  R e s e r v e  A i r  F l e e t c o m p e ti to r s  d u r i n g  th e  a c ti v a ti o n , a n d  th a t s o m e  o f th e i r  
fo rm e r  i n te r n a ti o n a l  c u s to m e r s  w e r e  r e q u i r e d  to  s i g n  l o n g -te rm  c o n tra c ts  w i th  fo r e i g n  
c a r r i e r s  to  h a v e  th e i r  p r o d u c ts  s h i p p e d  d u r i n g  th e  a c ti v a ti o n  p e r i o d . T h e  G A O  c o n c l u d e d , 
h o w e v e r, th a t a l th o u g h  s o m e  c a r r i e r s  c o m p l a i n e d  o f l o s t b u s i n e s s , th e y  w e r e  u n a b l e  to  
q u a n ti fy  th e  l o s s e s , n o ti n g  th a t i t w a s  d i ff i c u l t to  s e p a r a te  l o s s e s  d u e  to  th e  a c ti v a ti o n  
fro m  l o s s e s  d u e  to  th e  g e n e r a l l y  p o o r  e c o n o m i c  c l i m a te . ( p p . 1 1 - 1 2 /G A O  D r a ft 
R e p o rt )  

P p p  C O M M E N T S : C o n c u r. 

0  - F : p . T h e  G A O  r e p o rte d  th a t m a n y  
c a r r i e r s  b e l i e v e d  th e  D O D  c o m p e n s a ti o n  r a te s  d i d  n o t c o v e r  a l l  c o s ts  i n c u r r e d . T h u s , th e  
G A O  fo u n d  th a t c a r r i e r s  h a v e  fi l e d  c l a i m s  w i th  th e  A i r  M o b i l i ty  C o m m a n d  fo r  
r e i m b u r s e m e n t o f e x tra o r d i n a r y  e x p e n s e s  a m o u n ti n g  to  $ 9 9 .1  m i l l i o n , o r  a b o u t 7  p e r c e n t 
o f th e  $ 1 .5  b i l l i o n  c o s t o f c o n tra c te d  a i r l i ft b y  th e  C i v i l  R e s e r v e  A i r  F l e e t c a r r i e r s  d u r i n g  
th e  a c ti v a ti o n  p e r i o d . T h e  G A O  o b s e r v e d  th a t, o f th e  to ta l  c l a i m s  fi l e d , 2 2  c l a i m s  
(to ta l i n g  $ 2 6 .3  m i l l i o n )  h a v e  b e e n  s e ttl e d  fo r  $ 1 8 .7  m i l l i o n , a n d  1 0  c l a i m s  (to ta l i n g  
$ 7 2 .8  m i l l i o n )  w e r e  o u ts ta n d i n g  a s  o f S e p te m b e r  2 1 ,1 9 9 2 . 

T h e  G A O  a l s o  r e p o rte d  th a t c a r r i e r s  w e r e  c o n c e r n e d  a b o u t th e  l e n g th  o f ti m e  i t h a s  ta k e n  
to  s e ttl e  th e  c l a i m s , a n d  th e  d e n i a l  o f s o m e  c l a i m s  th e y  b e l i e v e d  to  b e  l e g i t i m a te . T h e  
G A O  o b s e r v e d , h o w e v e r, th a t s o m e  o f th e  d e l a y s  o c c u r r e d  b e c a u s e  ( 1 )  th e  c o n tra c ts  d i d  
n o t h a v e  p r o v i s i o n s  fo r  e x tra o r d i n a r y  e x p e n s e s  i n c u r r e d  d u r i n g  a n  a c ti v a ti o n , a n d  ( 2 )  th e  
c a r r i e r s  s u b m i tte d  c l a i m s  w i th  i n c o m p l e te  d o c u m e n ta ti o n . T h e  G A O  n o te d  th a t th e  
A i r  M o b i l i ty  C o m m a n d  i s  c o n s i d e r i n g  p a y i n g  th e  c a r r i e r s  a  h i g h e r  c o m p e n s a ti o n  r a te  
d u r i n g  fu tu r e  C i v i l  R e s e r v e  A i r  F l e e t a c ti v a ti o n s , w h i c h  c o u l d  p r e c l u d e  th e  e x tra o r d i n a r y  
e x p e n s e  c l a i m s . T h e  G A O  n o te d  th a t, a l th o u g h  th e  c a r r i e r s  fa v o r e d  a  h i g h e r  r a te  o f 
c o m p e n s a ti o n , th e r e  w a s  s o m e  c o n c e r n  a t th e  A i r  M o b i l i ty  C o m m a n d  th a t i t c a n n o t 
p r e d i c t w h e r e  th e  n e x t a c ti v a ti o n  w i l l  o c c u r - - o r  w h a t s o rt o f e x tra o r d i n a r y  c o s ts  w o u l d  b e  
i n v o l v e d . ( p p . 1 2 - 1 4 /G A O  D r a ft R e p o rt )  

p Q p C O M M E N T S : C o n c u r. 
a  

0  F l N D l N G : T h e  D M  N o t F u l l v  l l f i b  th e  C 8 r d s .L  
u  T h e  G A O  r e p o rte d  th a t, b e c a u s e  th e  A i r  M o b i l i ty  C o m m a n d  d i d  n o t fu l l y  u ti l i z e  
th e  c a r r i e r  a i r c r a ft o n c e  th e y  w e r e  a c ti v a te d , a n d  b e c a u s e  th e r e  w e r e  s u b s ta n ti a l  d e l a y s  i n  
l o a d i n g  a n d  u n l o a d i n g  c a r g o , w h i c h  r e s u l te d  i n  e x te n s i v e  g r o u n d  ti m e  b e tw e e n  5  a n d  
7  h o u r s , th e  c a r r i e r s  c o m p l a i n e d  th a t th e  a i r c r a ft d i d  n o t g e n e r a te  s u ffi c i e n t r e v e n u e . T h e  
G A O  fo u n d  th a t th e  A i r  M o b i l i ty  C o m m a n d  h a s  r e c o g n i z e d  b o th  o f th e  p r o b l e m s  a n d  h a s  
p r o p o s e d  c h a n g e s  to  th e  u p c o m i n g  C i v i l  R e s e r v e  A i r  F l e e t c o n tra c t to  a d d r e s s  th e m , s u c h  
a s  ( 1 )  g u a r a n te e i n g  m i n i m u m  a i r c r a ft u ti l i z a t i o n  o f 8  h o u r s  p e r  d a y , a n d  ( 2 )  p r o v i d e  
p a y m e n t fo r  g r o u n d  ti m e s  i n  e x c e s s  o f 3  h o u r s , d u e  to  G o v e r n m e n t-c o n tro l l a b l e  d e l a y s . 

4  
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Now on pp. 9-10 

Now on pp, 10- l 1  

The GAO a lso observed that the upcom i ng contract is expected to ra ise the one-way 
compensat i o n rate dur i ng act ivat ions to compensate for the lack of commerc ia l  back-hau l  
opportun i t i es. (p. 14/GAO Draft Report) 

1 2Qp  COMMENTS: Concur. 

0 BNDINC I& War Rm. The GAO reported that norma l  commerc ia l  
i n surance po l i c ies genera l l y exc l ude coverage for a ir carr iers operat i n g with in war zones, 
or h a v e  spec if ic exc lus i ons for coverage dur i ng Civ i l Reserve Air F leet act ivat ion per i ods. 
The GAO ind i cated that, thus, commerc ia l  carr iers must genera l l y re ly o n  supp l ementa l  
i n surance programs prov i ded by the Government. The GAO noted that, a l t hough the 
carr iers suffered n o  a ircraft losses dur i ng the Operat i on, they were concerned a b o u t  f ly ing 
w ithout i nsurance coverage in some s ituat ions, a n d  were d issat isf ied w ith the coverage 
a n d  benef i ts prov i ded u n d e r  the Av iat ion War Risk Insurance Program a n d  the Air Force 
Indemn if i cat i on Program. The GAO exp l a i ned that the Av iat ion War Risk Insurance 
Program is i ncorporated in T it le XIII of the Federa l  Av iat ion Act of 1 9 5 8  a n d  is 
adm in i stered by the Federa l  Av iat ion Admin istrat ion, wh i l e the Air Force Indemn if i cat i on 
Program covers war r isks dur i ng Civ i l Reserve Air F leet act ivat ion that are not covered by 
T it le XIII i nsurance. The GAO a lso po i n ted out that there is n o  separate i nsurance fund 
ava i l ab l e for c la ims reso l ut i on u n d e r  the Air Force program as there is u n d e r  the T it le XIII 
program. The GAO ind i cated, therefore, that if a  carr ier f i les a  c la im for indemn if i cat ion 
a n d  insuff ic ient funds are ava i l ab l e for sett l i ng the c la im, the DOD wou l d  n e e d  to request 
add i t i ona l  fund i n g from the Congress to re imburse the carr ier. 

The GAO a lso f o u n d  that carr iers exper i e nced d iff icu lt ies obta i n i ng T it le XIII i nsurance 
pr ior to off ic ia l act ivat ion, a n d  often h a d  to obta i n i nsurance o n  a  f l i ght-by-f l i ght bas is. 
The GAO further f o u n d  that the carr iers were concerned a b o u t  g a p s  in coverage for the 
domest i c l eg of a  miss ion, wh i ch is the tr ip from wherever the a ircraft is l ocated to the 
passenger or cargo on- l o ad po i nt to beg i n  the miss ion. The GAO observed that T it le XIII 
exp i red o n  September 30, 1 9 9 2 ,  a n d  that leg is lat ion awa it i ng p assage by the Senate, wi l l 
e x p a n d  i nsurance coverage to i nc l ude the domest i c l eg. The GAO a lso observed that the 
Air Mob i l i ty Command has proposed chang i n g the Indemn if i cat i on Program to a l l ow the 
act ivat ion of the Civ i l Reserve Air F leet program, w ithout the Secretary of Air Force 
approva l , in order to respond qu ick ly to emergency s ituat ions. The GAO noted that, in 
add i t i on, the Air Mob i l i ty Command has ident if i ed spec if ic r isks covered by the 
Indemn if i cat i on Program a n d  has i nc l uded a  def in i t i on of unusua l l y h azardous r isks in the 
upcom i ng Civ i l Reserve Air F leet contract. (pp. 1 5 1 7 /GAO Draft Report) 

PQP COMMEF(TS: Concur. Leg i s l at i on to reauthor i ze T it le XIII through 
September 30, 1 9 9 7 ,  was passed by Congress a n d  s i gned by the Pres i dent in ear ly 
November 199 2 ,  retroact ive to October 1, 1 9 9 2 .  
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Append i x  III 
Commen t s  F r om the Department of Defe n s e  

Now on pp. 12-13. 

l  -I: & j J J&gpe A i r -uture T h r& 
m. T h e  GAO reported that, i n l i ght of c h a n g e s  i n the wor l d  s i tuat i on a n d  r e d u c e d  
resources devoted to nat i ona l  d efense, the DOD is mov i n g  to a  sma l l e r m i l i tary force. T h e  
GAO observ e d  that the Civ i l  Rese r v e  A ir F l eet is a  k e y  c ompo n e n t  of the U.S. a ir l ift 
transportat i on capab i l i t y and, accord i ng l y , the A ir Mob i l i t y C omma n d  is propos i n g  to 
c h a n g e  the n umbe r  of a ircraft n e e d e d  i n Stages I a n d  II of the p r o g r am in the next 
contract. For examp l e ,  the GAO found that Stage I wi l l  i n c rease from 2 3  cargo a n d  
1 8  p a s s e n g e r  a ircraft to 3 0  a ircraft of e a c h  type, a n d  Stage I1 wi l l  i n c rease from 1 8  to 
4 5  cargo a ircraft, but the p a s s e n g e r  a ircraft wi l l  d e c r e a s e  from 5 5  to 45. 

T h e  GAO a l so found that the A ir Mob i l i t y C omma n d  is cons i d er i n g add i t i ona l  i n cent i ves 
to offset dec l i n i n g p e acet ime bus i n ess. T h e  GAO noted that, wh i l e  act i vat i on r i sks are 
n ow mor e  ev i d ent to carr i ers, the trad i t i ona l  i n cent i ves for p r o g r am part i c i pat i on are 
decreas i n g. T h e  GAO observ e d  that the A ir Mob i l i t y C omma n d  h a s  p r o p o s e d  mak i n g  the 
awar d  of add i t i ona l  DOD  an d  other Gover nmenta l  a ir l ift bus i n e ss cont i n gent o n  s ome  form 
of c omm i tment  to the Civ i l  Rese r v e  A ir F l eet program. For examp l e ,  the GAO i nd i cated 
that the DOD current l y ma k e s  s i gn i f i cant expend i t ures i n both p a s s e n g e r  a n d  cargo 
bus i n e ss through the Genera l  Serv i c es Adm in i s trat i o n a n d  the M i l i tary Traff i c 
Ma n a g eme n t  Comman d .  T h e  GAO a l so o b s e r v e d  that the A ir Mob i l i t y C omma n d  
suggested that the Gov e r nmen t  requ i re carr i ers, des i r i n g to part i c i pate i n Gov e r nmen t  
bus i n ess, to c omm i t  a  certa i n port i on of the i r f l eet to the Civ i l  Rese r v e  A ir F l eet program. 
(pp. 1 8 - 2O/GAO Draft Report) 

M p  m: Concur. T h e  p r o p o s e d  c h a n g e s  i n n umbe r  of a ircraft n e e d e d  i n 
Stages I a n d  II of the p r o g r am by A ir Mob i l i t y C omma n d  are pre l im i nary i n the current 
contract so l i c i tat i on a n d  are sub j e ct to change. 

a WJ: m. T h e  GAO reported that 
the Civ i l  Rc sGrv e  A ir F l eet Enh a n c emen t  Prog r am was  des i g n e d  to e n c o u r a g e  a ir carr i ers 
to a d d  cargo-convert i b l e  features to the i r w i d e - body passer i g er a ircraft, i n order to 
a l l ev i ate shortfa l l s i n m i l i tary cargo a ir l ift capab i l i t y. T h e  GAO exp l a i n e d that, u n d e r  the 
program, the DOD pays  for mod i f i c at i o ns to i n crease the ab i l i ty of a  p a s s e n g e r  a ircraft to 
carry the bu l k y a n d  overs i z e cargo n e e d e d  i n war. T h e  GAO noted that part i c i pants must  
c omm i t  the i r a i rcraft to the Civ i l  Rese r v e  A ir F l eet p r o g r am for 1 2  to 1 6  years. 

T h e  GAO observ e d  that the A ir F orce awar d e d  the f irst contract to Un i t ed A ir l i nes to 
mod i f y  o n e  DC-1 0  at a  cost of $15.8 m i l l i o n for de l i v ery i n 1 982, a n d  a  s e c o n d  contract 
to Pa n  Amer i c a n  A ir l i nes i n 1 9 8 3  to mod i f y  1 9  B-74 7  p a s s e n g e r  a ircraft, at a  cost of 
$ 5 6 3  mi l l i on. T h e  GAO a l so o b s e r v e d  that the A ir F orce awar d e d  three add i t i ona l  
contracts, b e tween  1 9 8 6  a n d  1990, for a  tota l of four a ircraft, at a  cost of about $ 1 9  
m i l l i o n but there h a v e  b e e n  n o  contract award s  s i n ce 1990. T h e  GAO found that, w ith 1 8  
of the 2 3  e n h a n c e d  a ircraft i n the Pa n  Amer i c a n  A ir l i nes f leet, the p r o g r am was  dea l t a  
ma j o r  b l ow wh e n  the a ir l i ne dec l a red bankruptcy i n J a nuary 1991, a n d  subsequent l y  went 
out of bus i n ess. T h e  GAO a l so o b s e r v e d  that f i ve of the 1 8  Pa n  Amer i c a n  a i rcraft are 
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Append ix III 
Comments From the Department of Defense 

Nowon p.19. 

n ow owne d  by Evergreen Air l ines a n d  rema i n in the program, a n d  the rema in i ng 1 3  
a ircraft are own e d  by var i ous l eas i ng agenc i e s a n d  are not in the program. The GAO 
noted, however, that the Air Mob i l i ty Command is negot i at i ng w ith the l eas i ng agenc i e s to 
get the a ircraft back, a n d  that the Government has f i led near l y $ 4 0 0  mi l l ion in c la ims 
aga i nst Pan Amer ican in bankruptcy courts-- in a n  attempt to recover the mod if i cat ion 
costs for the a ircraft. The GAO a lso i nd i cated that De l ta Air l ines a g r e e d  to commit 4 2  
a ircraft IO the Civ i l Reserve Air F leet program for part ia l compensat i o n to compensate the 
Government for its loss. (pp. 2 5 2 6 /GAO Draft Report) 

PQP m: Concur. 

+**** 

RECOMMENDATIONS 

l NONE 
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Internat iona l Affa irs 
Thomas J. Denomme, Ass istant Director 
W i l l i am Grave l i ne, Techn i ca l  Adv i ser 

D iv is ion, Wash i ngton, 
DC. 

Kansas C ity Reg i ona l  Gregory Symons, Eva luator- i n-Charge 

Office 
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