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BY THE COMPTROLLER GENERAL

Report To The Congress

OF THE UNITED STATES

Transfers Of Excess And Surplus
Federal Personal Property--
Impact Of Public Law 94-519

As aresult of Public Law 94-519 there has been
a decrease in the amount of Government excess
personal property-unneeded by the Federal
agency possessing it--transferred to grantees
and other non-Federal organizations and a
greater proportion of,this property is now be-
ing used within the Federal Government, More
surplus property--unnneeded by the entire Fed-
eral Government--is now transferred through
the Donation Program to a much wider range
of eligible non-Federal recipients.

The amount of excess personal property trans-
ferred to non-Federal organizations is still sub-
stantial. GAQO makes severai recommendations
to ensure that the transferred property is man-
aged and used as required by the impiementing
regulations. GAQO recommends that GSA im-
prove its procedures for aliocating property
among the States and take various actions to
ensurethat State Agencies for SurplusProperty,
which distribute the property to eligible
donees, improve their management of the
Donation Program.

In addition, GAQ recommends that the Con-
gress clarify the amount of care and handling
costs that Federal agencies should recover
for surplus property made available through
the Donation Program.
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COMPTROLLER GENERAL. OF THE UNITED STATES
WASHINGTON, D.C. 20548

B-198682

To the President of the Senate and the
Speaker of the House of Representatives

This report discusses the impact and implementation
of Public Law 94-519, which became effective in October
1977. The Law significantly altered the Government's
policies and procedures on the transfer of excess
and surplus Federal personal property to non-Federal
organizations.

We initiated this review as the first of a series
of biennial efforts required by section 10 of Public
Law 94-519 (40 U.S.C. 493). Our next report is to be
issued in 1982.

We are sending copies of this report to the
Director, Office of Management and Budget, and the
heads of all Federal agencies and State Agencies for
Surplus Property involved in our review.

len s, .

Comptroller General
of the United States



COMPTROLLER GENERAL'S TRANSFERS OF EXCESS AND SURPLUS
REPORT TO THE CONGRESS FEDERAL PERSONAL PROPERTY--
IMPACT OF PUBLIC LAW 94-519

Public Law 94-519, implemented in 1977,
significantly changed various Government
policies and procedures on the transfer of
excess and surplus Federal personal property
to non-Federal organizations.

The Law had various ocbjectives, including

--vestricting the transfer of excess
property that might be needed within
the Federal Government to non-Federal
organizations and

--encouraging the fair and equitable
donation of surplus property to meet
the needs of a wide range of eligible
non-Federal organizations.

HAVE THE OBJECTIVES INTENDED BY
THE CONGRESS IN ENACTING PUBLIC
LAW 94-519 BEEWN ACHIEVED?

As intended by the Congress, much less excess
property is now being transferred to non-
Federal organizations and a greater portion
is being transferred to Federal agencies for
their use. Also, another major objective of
the Law has been achieved by the greater flow

of surplus property to eligible donees. (See
chs. 2 and 3.)

HAVE THE NEEDS OF NON-FEDERAL
ORGANIZATIONS SERVED BY PRIOR
FEDERAL DISTRIBUTION PROGRAMS
BEEN ADEQUATELY MET?

It is not possible to generalize about the
impact of the Law on all non-Federal organi-
zations which formerly received and used
excess property to satisfy various program
needs. FExcept for the strong complaints
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--Some Federal grantor agencies did not have
effective surveillance procedures to
ensure that grantees were properly using
excess property.

GAO also found areas where the management of
the surplus property Donation Program could be
improved. For example, GAO found instances of:

~~-Failure of States to submit permanent, legis-
latively developed Donation Program plans of
operation, as required by the Law.

--Inconsistent and possibly excessive service
charges assessed by State agencies.

~~Inadequate inventory control procedures at the
State level.

--Nonuse or improper use of property by donees.

~--Insufficient audit and review of the Donation
Program. (See chs. 2 and 3.)

HOW HAS PUBLIC LAW 94-519 AFFECTED OVERSEAS
EXCESS PROPERTY PROGRAMS?

The impact of GSA's implementation of the Law
on Agency for International Development (AID)-
financed and voluntary relief agency programs
is difficult to determine accurately. Other
factors, not directly related to the Law, have
also affected these programs. For example,
the Law's provision concerning return of
excess property located overseas may restrict
AID's access to property in Europe. Also,

the Law reduced AID's ability to obtain
domestic excess property for its grant-funded
programs, including those carried out by
voluntary organizations. However, use of
excess property for AID~financed programs had
already declined significantly. For programs
funded by the voluntary organizations, only
the expected decline in availability of excess
European property can be attributed to GSA's
implementation of Public Law 94-519. The Law
did not change the priorities of these agencies
regarding domestic or other foreign excesses.
(See ch. 4.)
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CHAPTER 1

INTRODUCTION

Public Law 94-519, enacted on October 17, 1976, and
implemented 1 year later, amended portions of the Federal
Property and Administrative Services Act of 1949, resulting
in significant changes in the Government's policies and
procedures regarding the transfer of Federal excess 1/ and
surplus 2/ personal property 3/ to non-Federal organizations.
The Law had various objectives, including

--restricting the transfer of excess property that
might be needed within the Federal Government to
non-Federal organizations and

~-encouraging the fair and equitable donation of
surplus property to meet the needs of a wide
range of eligible non-Federal organizations.

A discussion of the provisions and intent of the Public Law
is contained in appendix I.

One provision of the Law requires us to submit to the
Congress biennial reports covering

~-a full and independent evaluation of the operation
of the Law,

--the extent to which the objectives of the Law have
been fulfilled,

~~how the needs of non-Federal organizations served
by prior Federal personal property distribution
programs have been met,.

1/Property determined to be unneeded by the Federal agency
having possession of it; however, it may be needed by one
or more other Federal agencies.

2/Property determined to be unneeded by the entire Federal
Government.

3/Personal property means property of any kind, except real
property, records, and certain naval vessels.



branch agencies which were or are involved in transferring
excess property to non-Federal organizations holding Federal
grants or surplus property to State Agencies for Surplus
Property (SASPs). We also performed work at 11 Defense
Property Disposal Cffices (DPDOs), from which much ¢f the
excess and surplus Federal personal property transferred
to non-Federal organizations is obtained. We contacted
officials of seven Regional Action Planning Commissions
which had administered the transfer of excess property
under the former section 514 program. 1/ 1In addition, we
reviewed selected operations of 10 SASPs, through which
Federal surplus property is donated to eligible recipients.
We examined the use made of excess and surplus Federal
property received by numerous donee, grantee, and former
section 514 recipient organizations and held discussions
with officials of these organizations. A more detailed
listing of the organizations included in our review is
shown in appendix XXIII.

Generally, we reviewed and evaluated the methods and
techniques GSA used in implementing and administering the
Law. This included an analysis of the Federal Property
Management Requlations promulgated under the Law. At the
other Federal agencies and Regional Action Planning
Commissions, we attempted to (1) measure the impact of the
Law on their past or present programs to transfer excess
property to grantees or other non-Federal organizations and
(2) evaluate their compliance with certain reguirements
stemming from the Law. At selected Federal agencies, we
discussed the feasibility of their levying a surcharge to
collect care and handling costs for donated surplus
property.

Our work at the SASPs included evaluating selected
aspects of their compliance with the Law's implementing
regulations and adequacy of their management of the Donation
Program within their States. At the donee and other prop-
erty recipient locations, we inquired into the propriety of
the use made of the Federal property received. In addition,
we used a questionnaire to query more than 500 donees on the
possible impact a Federal surcharge would have on their sur-
plus property acquisitions.

1/This program, authorized by section 514 of the Public Works
and Economic Development Act Amendments of 1974, is described
in more detail on p. 97.



CHAPTER 2

GOVERNMENT EXCESS PROPERTY TRANSFER

PROGRAMS UNDER PUBLIC LAW 94-519

Public Law 94-519 generally has had the effect intended
by the Congress on the various Government programs under which
Federal excess personal property was being transferred to
Federal and non-Federal organizations. Now, much less excess
property is flowing to non-Federal organizations and a greater
proportion of such property is being transferred for use with-
in the Federal Government. The bulk of this decrease in excess
property being transferred to non-Federal organizations resulted
from the termination of the section 514 program. In addition,
several Federal agencies have also terminated their programs
for the transfer of excess property to their grantees.

However, various aspects of the Law's implementation
regarding excess property transfers need management atten-
tion. These, along with a discussion of the overall impact
of the Law on domestic excess property transfer programs,
are included in the following sections.

IMPACT OF PUBLIC LAW 94-519 ON AMOUNTS
OF EXCESS PROPERTY TRANSFERRED AMONG
FEDERAL AGENCIES

Before enacting Public Law 94-519, the Congress had
expressed concern that Federal agencies were transferring
significant amounts of excess personal property to non-
Federal organizations when much of this property might
have been needed by other Federal agencies for their own
use. In addition, much of this property was not being
used properly by the non-Federal organizations.

To alleviate this situation, the Law imposed various
restrictions on such transfers. First, it repealed section
514 of the Public Works and Economic Development Act of
1965 (the section 514 program), under which large amounts
of excess property were being transferred to non-Federal
organizations for economic development purposes. Second,
the Law imposed various restrictions on the transfer of
excess property to non-Federal organization holding grants
from Federal agencies.



IMPACT OF PUBLIC LAW 94-519 ON AMOUNTS
OF EXCESS PROPERTY TRANSFERRED TO
NON~-FEDERAL ORGANIZATIONS

Before the Law's implementation, the volume of excess
personal property being transferred to non-Federal organi-
zations, as grantees of Federal agencies or as eligible
recipients under the section 514 program, had grown sub-
stantially. As discussed previously, Public Law 94-519
terminated the section 514 program and imposed various
restrictions on the transfer of excess Federal property
to grantees. The impact of these restrictions is shown
in the following table.

Personal property transferred

Type of to non-Federal organizations
recipient FY 1975 FY 1976 FY 1977 FY 1978 FY 1979

Grantees (a) $111.7 $ 97.0 b/$69.0 c¢/$52.2
Section 514 $13.6 131.4 273.8 28.3 -
Total (a) $243.1 $370.8 $87.3 $52.2

a/Data not available from GSA.

b/Data not available from GSA. This fiqure is a partial total
comprised of amounts provided by Federal agencies included
in our review.

c¢/Data from GSA's computerized system was incomplete. This
figure was computed from manual records.

The following table shows the Law's impact on the amount
of excess property selected Federal agencies transferred to
domestic grantees during fiscal years 1976 through 1979.



With the exception of property transferred to grantees
of the Employment and Training Administration, Department
of Labor, and the Law Enfeorcement Assistance Administration
{LEAA), Department of Justice, most of the property trans-
ferred in fiscal years 1978 and 197% was transferred without

payment of 25 percent of the property's cost. This is shown
below.

Fiscal years 1978 and 1979 excess
transfers to grantees

Requiring Exempt from
25-percent 25-percent
Federal agency payment payment Total

National Science

Foundation $ - $ 67,623 $ 67,623
Department of the

Interior ~ 797 797
Community Services

Administration 21 32 53
Environmental

Protection Agency - 1,385 1,385
Department of

Commerce - 2,219 2,219
Department of

Labor 356 - 356
Law Enforcement

Assistance

Administration 515 99 614
Department of

Agriculture 4 a/ 48,063 48,067

Total $896 $120,218 $121,114

a/Including recipients of property under the Cooperative Forest

" Fire Control Program. These organizations are technically
not grantees, but are included in Public Law 9%4-519 as
exemptions to the general conditions on transfers of excess
property to Federal grantees.



us that much of the excess property obtained by grantees in
the region before the Law had not been properly used and had
not been essential for the purposes of the grants. He said
he knew of no instances where a grant had suffered as a re-
sult of the Law.

Law Enforcement Assistance Administration,
Department of Justice

LEAA officials pointed out that very few grantees were
acquiring excess property under the requirement that 25 per-
cent of the acquisition cost be paid to the Treasury and that
the total amount of such property acguired by grantees had
fallen significantly. However, they were not able to state
how severely the Law had affected individual grantees.

National Science Foundation

NSF officials did not believe that the Law had severely
affected their grantees, even though the total amount of
excess property the grantees received had decreased signifi-
cantly. They attributed this to the Law's exemption allowing
the grantees to continue to receive highly desirable scientific
equipment without paying the 25 percent.

Mational Aeronautics and Space Administration

Since the Law's implementation, the National Aeronautics
and Space Administration had transferred no excess property to
its grantees, primarily because of the 25-percent payment re-
quirement. Agency officials did not have evidence that the
failure to provide excess property had severely hurt grantees'
performance. However, they noted that performance probably had
been adversely affected because the Law had curtailed the trans-
fer of property which would enhance performance.

Econconmic Development Administration,
Department of Commerce

Since the Law's implementation, the Economic Development
Administration had transferred no excess property to its grant-
ees, with the exception of Indian tribes to which transfers are
exempt from the 25-percent payment requirement. Agency officials
indicated that its grantees, including vocational schools, volun-
teer fire departments, hospitals, and county and city governments,
had complained that economic development had been hurt by their
no longer being able to receive excess property at no cost.
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Cooperatlve Extension Sexrvice,
Department of Agriculture

Agency officials told us that, although State and
county agricultural extension services were not grantees,
they had received substantial amounts of excess property
through the Cocperative Extension Service before implemen-
tation of the Law. After enactment of the Law, GSA deter-
mined that these services were not eligible to receive
excess personal property from the Federal Government.
Therefore, according to these officials, the Law killed
the excess property program for the State and county ex-
tension services. Legislation has been introduced, but
not passed, in the 95th and 96th Congresses to enable
the State and county services to receive Federal excess
property with no payment required.

Forest Service, Department
of Agriculture

Agency officials stated that the Law has resulted
in a substantial increase in the amount of excess property
transferred to State forestry organizations under the
Cooperative Forest Fire Control Program. These transfers
were exempted from the 25-percent payment requirement,
which has, from a practical standpoint, eliminated most
non-Federal organizations from competing for the property,
according to these officials.

Department of the Army

Army officials told us they discontinued transferring
excess property to their research grantees after the Law was
implemented because they believed that the 25-percent payment
requirement was unreasonable. Then, in February 1979, as a
result of Public Law 95-224, the Army adopted the practice
of acquiring such research through contracts, rather than
grants. MNow, the Army can loan property to the contract
research organizations without having to pay the 25 percent.
For this reason and because the Army had transferred only
small amounts of excess property to its grantees, the Law
did not seriously affect the Army, according to these
officials.

Department of the Navy

According to Navy officials, the Law did not seriously
affect the Navy because it had not transferred large amounts
of excess property to its grantees for many years.

13



ACTION

ACTION officials told us that they have had a general
policy of not providing equipment or supplies to grantees;
therefore, very little excess property was furnished be-
fore the Law and its impact on ACTION's grantees was not
significant.

Environmental Protection Agency

Environmental Protection Agency officials told us that,
excluding one recipient--an Indian tribe--they had not trans-
ferred excess property to grantees for about 7 years. Under
the specific exemption in the Law, the Agency is still able
to transfer excess property to the tribe without paying the
25 percent. Therefore, Agency officials said the Law did
did not significantly affect their grantees.

Community Services Administration

Community Services Administration officials told us they
had transferred almost no excess property to grantees since
the Law was implemented because they did not have sufficient
appropriated funds to pay the 25 percent. 1In addition, their
grantees generally were unwilling to use their grant funds
for this purpose because they did not believe the general
condition of excess property warranted that much payment.

We were told that most Agency grantees, those which are
community action agencies, have been ruled ineligible to
participate in the Donation Program and have, therefore,
been instructed to buy used property from commercial
sources to reduce their costs.

Regiocnal Action Planning Commissions

As previously mentioned, the Law terminated the section
514 program under which the various Regional Action Planning
Commissions transferred excess Federal property to various
eligible recipients, including States and their political sub-
divisions, Indian tribes, tax-supported or nonprofit hospitals
or institutions of higher education, and other tax-supported
organizations, for economic development purposes. From fiscal
year 1975 until the program's termination in October 1977,
section 514 program recipients had received more than $450
million of excess property, of which more than $273 million
had been received between October 1376 and October 1977.
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--NSF was transferring to some grantees property costing
more than the value of their grants without appropriate
approval. Although we did not f£ind specific instances
of this in other agencies, some of the agencies lacked
procedures to prevent such occurrences.

--GSA was approving transfers to NSF grantees of common-
use property without requiring that the Treasury be
reimbursed 25 percent of the property's acquisition
cost as called for in the Law.

-~NSF and GSA were approving transfers of property to
grantees whose grants were about to expire. Also,
in some instances, agencies were submitting, and
GSA was approving, transfer documents which did not
contain the required information on when the recip-
ients?! eligibility would expire.

--Some Federal grantor agencies did not have effective
surveillance programs to ensure that grantees were
properly using excess property.

GCrantees receiving property costing
more than the value of their grants

The FPMR requires grantor agencies to limit the amount
of excess property, measured by its original cost, trans-
ferred to a project grantee to the dollar value of the grant.
Transfers of property which cost more than that amount must
be approved by an agency official at an administrative level
higher than the project officer administering the grant.

Various agencies which were transferring excess property
to grantees, including the Employment and Training Administra-
tion, LEAA, Bureau of Indian Affairs, Forest Service, and NSF,
have not implemented procedures to ensure compliance with this
requirement.

The potential harm from the lack of such procedures at
the Employment and Training Administration, LEAA, and Bureau
of Indian Affairs is at present not great because only small
amounts of property are transferred to grantees of these
agencies. At the Forest Service, although large amounts
of property are transferred, the seriousness of the lack
of such control procedures is offset somewhat because the
Government retains title to the property.
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for use by a project grantee without reimbursement. GSA has
determined items, such as typewriters, furniture, vehicles,
handtools, fuels, and metal sheets or shapes to be common-
use.

During fiscal years 1978 and 1979, significant amounts
of the property transferred to NSF grantees without reimburse-
ment  did not fall within the nine FSGs designated in the FPMR.
This is shown below:

Types Amount of property transferred
of property FY 1978 FY 1979 Total
transferred Amount Percent Amcunt Percent Amcunt Percent
{(millions) (millions) (millions)
Designated
FSG types $13.2 41.90 $24.4 68.2 $37.6 55.3
Not designated
FSG types 19.0 59.0 11.4 31.8 a/30.3 44,7
Total a/$32.1 100.0 $35.8 100.0 $67.9 100.0

a/Total does not add due to rounding.

Examples of property which were common-use items, and
therefore, should not have been furnished without reimburse-
ment, included such items as home kitchen type refrigerators,
a grinding machine, TV monitors, an ice machine, a power saw,
aluminum metal plates, hand wrapping tools, gasoline-powered
compressors, forklifts, portable buildings, 3/4-ton cargo
trucks, front-end loaders, warehouse trailers, animal cages,
shop equipment trucks, movie projectors, and generator sets.
The transfer documents for this property were approved by
GSA and bore certifications from the grantees and endorse-
ments by NSF that the property was integral or related to
scientific equipment and was required for use in scientific
research projects.

GSA officials who approved the transfer of excess prop-
erty to NSF grantees were not critically reviewing the transfer
documents to prevent the nonreimbursable transfer of common-
use items. Officials at one GSA regional office told us that
if NSF certified that the property was scientific equipment or
related thereto, they did not question the transfer.
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NSF officials stated that property transfers, such as
those shown in the chart, are approved only when it is defin-
itely known that the soon-to-expire grants for which property
is reguested will be extended or renewed by new grants. However,
the transfer orders are not revised to reflect the extension or
renewal. GSA officials informed us that, in approving transfer
orders which indicate that grants have expired or soon will ex-
pire, they assume that NSF has extended the grant.

Also, we found excess property transfer orders that were
approved by the Employment and Training Administration and the
Forest Service and submitted to and approved by GSA, with no
indication of when the recipients' eligibility to acquire excess
property would expire.

Federal grantor agencies lack
adequate surveillance procedures to
ensure grantees are properly using
€XCess property

Several Federal grantor agencies which had transferred
excess property to their grantees had not implemented adequate
procedures to ensure that the grantees were properly using the
property. These agencies included the Employment and Training
Administration, NSF, and Forest Service. ’

The FPMR requires each Federal grantor agency to develop
and maintain an adequate system to prevent or detect nonuse,
improper use, or unauthorized disposal or destruction of excess
personal property furnished to grantees, whether or not title
to the property is vested in the grantee. These systems must
include such enforcement procedures as compliance reviews,
field inspections, and audits to monitor the excess property
being used by the agency's grantees.

Each grantor agency is required to publish procedures
which ciearly outline the scope of its surveillance program
and specify the policies and methods for the enforcement of
its compliance responsibilities, including the frequency of
audits, reviews, and field inspections. Upon request and
as a prior condition of approval of the transfer of excess
personal property for use by project grantees, the grantor
agency is required to furnish GSA with copies of its pub-
lished surveillance procedures and its grantee recordkeeping
system.



The handbook requires inspections of all excess property
in the possession of grantees.

Onsite inspections were previously conducted annually
by the Office Services Division and the Investigations
and Inspections staff. In fall 1978, the Agency lost its
Investigations and Inspections staff and since then, it has
conducted no onsite inspections. The Agency's property
officer informed us that such inspections would be resumed
during fiscal year 1980, if adequate funding was provided.

Forest Service

The Forest Service publishes a "Redbook" setting forth
requirements for the use of excess property transferred to
State forestry organizations for use in their forest fire-
fighting programs. The Redbook sets out specific limitations
on use and stockpiling of property by these State organiza-
tions, requires that utilization reviews be performed at
least once every 4 years, and provides a detailed audit
checklist to be followed in evaluating the propriety of
use being made of the property.

Although we did not extensively review the Forest
Service's surveillance program, we found that improvements
are needed. For example, the Colorado State Forest Service
had stockpiled about a 2-year supply of excess vehicles.
Officials of the Forest Service's Rocky Mountain regional
office tecld us that they do not attempt to control stockpil-
ing of property by the States. Instead, State organizations
are permitted to obtain needed property on the assumption
that similar property may never be available again. GSA's
Denver regional office officials similarly had not objected
to the stockpiling of vehicles because certain types of
vehicles needed for forest fighting do not become available
as excess as often as they did in the past.

Forest Service Rocky Mountain regional officials acknowl-
edged that their audit coverage of excess property use has
been minimal. We reviewed two of their excess property review
reports and found that they did not address all of the steps
prescribed in the Redbook checklist.

CONCLUSIONS

The implementation of Public Law 94-519 generally has
had the effect intended by the Congress on the Government's
programs under which excess personal property was being
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also existed at other agencies and that a more indepth audit
would have disclosed the need for other improvements at the
agencies we visited.

RECOMMENDATIONS

We believe our findings clearly show both Federal grantor
agencies and GSA need to improve their management of the trans-
fer of excess personal property to non-Federal organizations.

GSA can more effectively manage excess property transfers
for Federal grantees by performing a more critical review of
such transfers submitted to it for approval. However, compli-
ance with the Public Law and FPMR requirements concerning
these transfers is the responsibility of all Federal grantor
agencies. High-=level support and management attention within
these agencies is necessary to ensure that transfers of excess
property to Federal grantees are carried out in the manner in-
tended by the Congress when it enacted Public Law 94-519.

Accordingly, we recommend that:

--The Administrator of General Services require GSA
personnel to review proposed transfers of excess
property to Federal grantees thoroughly and to re-
turn, without approval, those which do not appear
proper. These include any nonreimbursable trans-
fers of common—-use items to NHUSF grantees and any
transfers to grantees whose eligibility apparently
has expired or soon will.

—--The heads of all Federal agencies which transfer
excess personal property to their grantees, re-
view their plans, policies, and procedures on
such transfers and ensure that they fully comply
with the applicable provisions of Public Law
94-519 and the implementing FPMR.

AGENCY COMMENTS AND OUR EVALUATIOI

We provided GSA a copy of a draft of this report and we
furnished copies of applicable draft sections of this chapter
to the other Federal agencies included in our review. The
Administrator of General Services provided us GSA's comments
on June 11, 1980. A copy of these comments is included as
appendix V. We received comments from 12 other Federal agen-
cies between June 11 and July 1, 1980. Their comments are
included as appendixes VI through XVII.

g%
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cost-free transfers to "scientific equipment."” We agree
with GSA's interpretation of the Law, as contained in the
FPMR, and believe GSA should not allow the transfer to HNSF
grantees without reimbursement of common-use or general-
purpose items.

We are not attempting to prevent NSF grantees from ac-
quiring this type of Federal property. However, we believe
the Congress intends that they should obtain this property
through the Donation Program on a fair and equitable basis
along with other eligible donees.

National Science Foundation comments

NSF expressed disappointment at what it considered a
predominately negative tone to our draft report. NSF com-
mented that it was very sensitive to any action which might
interfere with its efforts to assist universities in acquir-
ing needed instrumentation to perform research. NSF also
expressed concern that it was not provided a copy of the
complete draft report for comment, saying that it was con-
cerned with whether surplus property is bheing distributed
cost effectively for scientific purposes through the
Donation Program. In this regard, NSF said it had strong
reservations regarding the interest of many of the SASPs
in obtaining the type of equipment NSF grantees normally
acquire as excess property. WNSF said it had received in-
formal feedback that some universities had not developed
satisfactory relationships with SASPs.

Further, NSF expressed concern that our draft report
did not duestion the appropriateness of the FPMR provisions
limiting the amount of excess property that can be obtained,
without special justification, for use with a grant. NSF
said that no such limitation is contained in the Law and
that it is in a dilemma concerning the extent to which it
is expected to perform surveillance over property use by
grantees. NSF pointed out that the Office of Management
and Budget (OMB) essentially prohibits a comprehensive sur-
veillance program regarding new equipment purchased with
with grant funds, but that GSA requires such a program re-
garding excess property. NSF stated that it had expected
our report to deal with this apparent inconsistency.

HSF also disagreed with our contention that, in en-

acting Public Law 94-519, the Congress had been concerned
that significant amounts of excess oroperty were being
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In summary, MNSF said it did not feel our draft report
adequately addressed the intent of the Law, the advantages of
the excess program as it relates to grantees, the appropriate-
ness of the implementing regulations, or the manner in which
NSF administers the program.

We do not believe our report is predominately negative.
We believe that the Public Law has generally had the effect
intended by the Congress on various programs under which ex-
cess property was being transferred to Federal and non-Federal
organizations. However, several agencies, including MSF, need
to improve their handling of transfers of property to grantees.
Peinting ocut these needed improvements, in our view, is a posi-
tive step.

Regarding MNSF's belief that some SASPs may not be in-
terested in obtaining for HSF grantees the type of property
that 1s normally acquired as excess property, we believe
the SASPs included in our review were generally managing
the Donation Program as intended by the Congress. If MNSF
has specific information or allegations concerning any SASP
it should provide this information to GSA. 1If NSF would
like to provide the information to us, we would consider it
in planning our next biennial review under the Law.

We did not question the appropriateness of the FPMR
limitation on the amount of excess property that can be
obtained, without special justification, for use with a
grant because we believe it 1s appropriate. The require-
ment for special approval of transfers of propertv exceeding
the amount of an individual grant applies to all Federal
grantor agencies. The requirement does not prevent a
grantee from receiving needed property; it simply requires
that relatively large transfers be reviewed at a higher
administrative level than normal.

Concerning NSF's complaint that GSA requires a more
comprehensive review of grantee use of excess property than
OMB does for property bought with grant funds, we discussed
this matter with OMB officials. They did not see an incon-
sistency. They stated that they would expect grantor agencies
to perform sufficient surveillance to ensure the Government's
interests are protected concerning the use of property bought
with grant funds. They also said that it is GSA's respon-
sibility, not theirs, to comment on the nature and scope of
surveillance necessary to protect the Government's interests



'In all these cases and many more illustrated
in the GAD report, it rmust be emphasized that
the property was made available prior to being
screened by other Federal agencies, without
being distributed by GSA through the coordi-
nated State donation agencies, and without

any effort to determine which recipients of
which States had the highest priority need

for such property. H.R. 9152 has been
introduced to eliminate these defects.' "

We also disagree with NSF's contention that the intent
of Public Law 94-519 was to exempt from the 25-percent payment
requirement all excess property transferred to HNSF grantees
for use on scientific research projects. The Public Law
included four exenptions to the general reguirement that the
Treasury be paid 25 percent of the acquisition cost of prop-
erty transferred to grantees. 1In three of the exenptions,
the Law uses the term "property" to describe what is being
exempted. However, regarding transfers to MNSF grantees, the
Law exempts "scientific equipment." Throughout the ‘louse and
Senate Committees' reports on the bill that became Public Law
94-519, the same terminology is used for exemptions to the
25-percent payment requirement--"scientific equipment" when
referring to excess property to be transferred to MSF grantees
and "property" when referring to the other three exemptions.
Therefore, we believe that GSA's FPMR implementing the exenp-
tion for transfers to "MSF grantees is reasonable. As pre-
viously stated, the FPMR makes it clear that "common-use" or
"general-purpose" property, as determined by GSA, shall not
be transferred to MSF for use by a project grantee without
reimbursenent. We believe GSA should enforce the FPHMR pro-
vision prohibiting nonreimbursable transfers of common-use
Oor general-purpose property.

Concerning transfers of excess property to grantees
whose grants were about to expire, we believe that MNSF
should record the nunber and expiration date of the grant for
the property which is being approved for use. Only in
this way can NSF exercise adequate overall control over
such transfers, including detecting the need for special
approval of transfers of property exceeding the amount of
the recipient's grant. Further, NSF's failure to indicate
the correct grant number and expiration date on the excess
property transfer docunent submitted for GSA's approval
prevents GSA from effectively performing its review and
approval role. GSA has informed us that, in the future,
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Regarding apprcval of transfers of property to grantees
whose grants were about to expire, the Department felt that
its procedures were adequate and that, because nearly all of
the employment and training grants expired at the same time,
this was an easy area to control. We agree that it is an
easy area to control. However, during our review, we noted
transfer orders for excess property approved by the Employment
and Training Administration and forwarded to GSA for approval
which did not reflect the expiration date of the related grants.
Omitting this required information from the transfer orders
could cause an error by the Employment and Training Administra-
tion and complicates GSA's review and approval process. Grant
expiration dates should be shown on all such transfer orders.

Regarding surveillance over grantee use of excess prop-
erty, the Department stated that, since the time of our
review, reviews of excess property have been made.

Department of Justice comments

The Justice Department agreed that Public Law 94-519
did not cause extreme hardships for LEAA grantees. However,
it pointed out that the decline in acquisition of excess prop-
erty has caused these grantees to use more grant money to buy
property and has left less funds for grant programmatic achieve-
ment. Further, the Department pointed out that grantees, mainly
in the corrections area, had formerly used excess property to
enhance their grants. In this regard, it cited a correctional
farm in Arizona which had provided training to inmates by having
them rebuild excess equipment which had been in bad condition
when acquired.

Concerning controls to prevent routine transfers of
property exceeding the dollar value of recipient grants, the
Department stated that LEAA conmplied with the FPMR. According
to the Department, the LEAA Guideline Manual provides the nec-
essary procedures to comply with this FPMR reguirement, and
records are maintained listing grantees, grant dollar amounts,
and total acquisition cost of excess property obtained under
the grant. The Department did not say where these records
are maintained. During our review, we questioned LEAA's
excess property management chief and grant property officer.
Both officials informed us that LEAA maintains no overall
inventory control of excess property transferred to grantees.
Instead, LEAA relies on the State planning agencies, which
receive block grants from LEAA and then make subgrants within
their States, to account for and control excess property
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We agree that the State forestry agencies technically
are not grantees; this was ackncwledged in our draft report.
However, various principles and issues concerning excess
property transferred to grantees; that is, limitation of the
amount transferred to individual recipients and surveillance
over grantee use of excess property, also apply to the 5tate
forestry agencies receiving property from the Department of
Agriculture. We do not believe it would be fair and equitable
to allow State forestry agencies to obtain excess property on
significantly more favorable terms than grantees. Unless the
Department of Agriculture exercises controls similar to those
the FPMR requires the Federal grantor agencies to exercise,
this could happen. We, therefore, have decided to include
our findings concerning the Department's transfer of excess
property to these non-Federal recipients to inform the
Congress of the situation.

Department of the Interior comments

The Department of the Interior agreed with our findings,
conclusions, and recommendations, with one exception. The
Department pointed out that many Indian tribes located on
Federal reservations had formerly received excess property
as Federal economic development grantees or section 514 recip-
ients. The Department further stated that these Indians are
not now eligible to acgquire surplus property through the
Donation Program, even though econcmic development has now
been included as an authorized purpose for which property
can be donated. The Department concluded, therefore, that
these Indians' development efforts have been severely affect-
ed and that they have been placed on an unequal footing with
those developing organizations eligible for donation. The
implication in the Department's comnents is that the Public
Law has been detrimental to Indians located on Federal
reservations.

The Department's comments are surprising. Its statements
about the Indians' former and current eligibility to receive
excess and surplus property are true. Indians were eligible
for excess property; they are not currently eligible for sur-—
plus property. Only Indians located on State reservations are
eligible to receive surplus property. However, the Department
did not mention that the Public Law specifically authorizes
Indians located on Federal reservations to continue to re-
ceive excess property at no cost. Therefore, the Department's
implication that the Law has harmed these Indians is mislead-
ing. Tf these Indians have been hurt, it is because they are
not receiving excess property as they are entitled. As stated
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The Special Assistant to the Secretary stated that since
the passage of the Public Law, the Department has not received
any indication from the Federal Cochairmen of the Regional
Action Planning Commissions that former section 514 recipients
have been adversely affected by the program's termination. The
Special Assistant stated that even though the section 514 pro-
gram had been well received, the program in each Regional Action
Planning Commission had been understaffed and the expanded use
of excess property had placed an inordinate paperwork burden
on the Commissions. As a result, many of the Commissions had
been unable to achieve greater accountability and control over
the use of Government property.

The Special Assistant urged that a careful and thorough
evaluation of the true costs and benefits to former and current
excess and surplus property recipients be performed to provide
a basis for program modifications. He also recommended that
the complaints expressed about the SASPs by former section 514
recipients be addressed and resolved.

As indicated earlier, a thorough evaluation of the true
costs and benefits to former and current recipients of excess
and surplus property would be a massive undertaking. Even if
it were possible, we do not believe it is necessary at this
time. In enacting Public Law 94-519, the Congress recognized
that non-Federal organizations which were formerly eligible
to receive excess property would be affected. The Congress
attempted to compensate for this and bring equitability to
the total program for transferring unneeded Government per=-
sonal property to non-Federal organizations by making these
organizations eligible on an eqgqual footing with former donees
to receive surplus property through the Donation Program.

During the first 2 years of the Law's operation, as
stated in chapter 3, substantial and increasing amounts of
property were being donated to organizations and for purposes,
including economic development, which formerly benefitted from
the receipt of excess property. We believe this is what the
Congress intended. We plan to continue monitoring the Donation
Program to assure that all classes of donees are treated equit-
ably. In this regard, we agree completely that the complaints
of former secticn 514 recipients should be addressed. In our
future reviews of the program, we will pay close attention to
these complaints. However, because of the massiveness of the
Donation Program, we cannot do this by ourselves. That is why
we have recommended, in chapter 3, and place heavy emphasis on,
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CHAPTLR 3

SURPLUS PROPERTY DONATIOIN PROGRAM

UNDER PUBLIC LAW 94-519

As discussed in chapter 2, implementation of Public Law
94-519 effectively stemmed the increasing flow of excess Federal
personal property to non-Federal recipients. As a result, the
Law achieved one of its major objectives regarding the surplus
property Donation Program--it brought about a greater flow of
surplus property through the SASPs to eligible donees than would
probably have been the case if the Law had not been enacted. 1In
addition, as the Congress intended, substantial amounts of prop-
erty nhave been donated to organizaticons and for purposes which
were not eligible before to Public Law 94-5109.

Overall, we found that GSA's and the SASPs' administration
of the Donation Program has been effective and that the program
is generally functioning as the Congress intended. However,
some of the objectives that the Congress sought in the Donation
Program through passage of the Law have not been fully achieved.
In this regard, we noted various aspects of the program that need
management attention. These, along with a discussion of the over-
all impact of the Law on the Donation Program, are included in
the following sections.

AMOUNT OF SURPLUS PROPLRTY BEING TRANSFERRED
THROUGH DONATION PROGRAM

During the years just before Public Law 94-519 was enacted,
the volume of surplus personal property being transferred through
the Dconation Program had been declining steadily, as shown below.

Value of property
approved
for donation
Fiscal year (note a)

{millions)

1974 $431.7
1975 395.9
1976 367.6

a/The term "property approved for donation" means that GSA has
approved the transfer of property from the Federal holding
activity to either a SASP or directly to a donee. Since much
of this property is taken into inventory by SASPs and donated
later, the figures in this schedule do not represent actual
donations.
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Statistical data is not available to demonstrate
precisely the extent to which the newly authorized activi-
ties and types of recipients have received donated property
since the Law was implemented. Since one of the new purposes-—-
public safety-—includes one of the former purposes--civil
defense—--there is no way to determine how much of the fiscal
years 1978 and 1979 public safety property was donated for
purposes other than civil defense. However, the following
schedule, which categorizes the total property donated
through the SASPs in the past 4 fiscal years, indicates
that substantial amounts of property have been donated to
public agencies for the now eligible public purposes.

Amounts of Property Donated by SASPs

for Purposes Specified 1n Public Law 94-519

For
Cconomic Parks and Two or other
Fiscal Public Cival Conser- develop- recrea-— Public more public

year Education health defense vation ment r1on safety purposes purposes Total

1976 $228.8 $32.9 $37.7 5 - co- E $ 5 - b/$299.5

1977 196.5 31.4 37.1 - - - = - 285.4

1978 197.1 22.9 (o) 2.9 21.6 4.8 49.0 25.68 18.8 b/ 342.8

1979 216.0 21.4 {B) 3.8 46,3 kol 45.2 37.86 11.32 b/ 387.8

a/Fi1gure does not add due t- rounding.

b/C1vil defense donations are now 1ncluded 1n public safety co*eyory.

If property donated for civil defense and public safety
purposes is eliminated and the remaining data is summarized to
show donations for purposes eligible before Public Law 94-519
(education and public health) and for new purposes (all others),
one can see that the new public purposes are benefiting substan-
tially from the broadened Donation Program. In addition, it
appears that the amount and proportion of donated property they
are receliving are increasing, as shown below.

Property Donated by SASPs

Pre—-Public Law 94-519

purposes New public purposes
Fiscal year Amount Percent Amount Percent Total
(millions) {millionsg) {millions)
1976 $261.8 100 - - $261.8
1977 228.3 100 - - 228.3
1978 220.0 75 $ 73.8 25 293.8
1979 237.4 69 105.2 31 342.6
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officials at two of the four regions responsible for allocating
reportable property 1/ did not have all of the historical infor-
mation they needed to assure that all States received their fair
share of highly desirable, reportable property items. Second,
GSA allocation procedures for nonreportable property 2/ varied
in different parts of the country, and as a result, some States
had less chance of obtaining needed surplus property which be-
came available at Federal activities in other States.

GSA has prescribed special allocation procedures to be
used with reportable items of property categorized as highly
desirable (items requested by four or more SASPs). The proce-
dures require that when quantities of these highly desirable
items are not sufficient to allocate to all requesting States,
the available items will be allocated on a rotating basis, to
be determined from historical allocation registers maintained
in the allocating regional offices. These historical records
are required to show the types, guantities, acquisition cost,
and condition of highly desirable items allocated to each
State in the past.

Our work at two GSA regional offices--Fort Worth and
Atlanta--disclosed that the historical registers did not
contain sufficient information to allow the allocating
official to make a fair determination as to which State
should receive the highly desirable items as they became
available. The register maintained in Atlanta 4id not show
the specific types of highly desirable items allocated to
specific States in the past. 1Instead, it showed only the
total number of highly desirable items allocated to each
State. In Fort Worth, allocating officials used two sets
of historical records to decide which State should receive
highly desirable items; however, neither set contained all
the required data. One set was merely a tally sheet of the
number of each type of item received by individual States
in the past, without indication of cost or condition of the

1/Property required by the FPMR to be formally reported to
GSA for utilization screening when the holding agency
determines the property to be excess to its needs.

2/Property not required by the FPMR to be formally reported

to GSA for utilization screening, but which can be screened
onsite by GSA and other agencies.
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Insufficient audit and review
of Donation Program

SASPs may be audited by GSA's regional audit offices,
State audit organizations, or public accounting firms hired
by the States. Generally, however, the frequency and nature
of the audits performed on SASPs since the Law was implement-
ed appear to be insufficient to protect the Government's
interests and to comply with the FPMR.

The FPMR requires each SASP's plan of operation to
provide for periodic internal and external audits of its
operations and financial affairs. External audits must
be performed at least every 2 years by an appropriate State
authority or by an independent certified public accountant
or independent licensed public accountant and must include
a review of the SASP's conformance with the State plan of
operation and the requirements of part 101-44 of the FPMR.
In addition, the FPMR states that GSA may conduct its own
audits of SASPs.

At the time of our review, external audits satisfying
the FPMR requirement had been completed for only 6 of the 25
SASPs under the jurisdiction of the 4 GSA regional offices
included in our review. In addition, GSA had audited two
SASPs in these regions.

As of July 1979, the Boston GSA regional office had
received no external audit reports for SASPs in its area,
which includes the States of Maine, New Hampshire, Vermont,
Massachusetts, Rhode Island, and Connecticut. During our
vigsits to the Massachusetts and Connecticut SASPs, we
learned that both organizations had received external
audits, but that neither audit included a review of the
SASP's conformance with its plan of operation or the FPMR.
GSA issued an audit report on the Massachusetts SASP in
Octcober 1979 which criticized various aspects of that
organization's controls of its property inventory and its
oversight of donee use of surplus property received.
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property disposal program, thereby making it impossible to
determine accurately the costs of the two programs. Also,
the auditors found that service charges collected by the SASP
on donated Federal property did not conform to the plan of
operation and might have been improperly supplementing the
State property program. External audits performed in North
Dakota and Utah had been basically fiscal audits and had not
included reviews of SASP compliance with the State plans of
operation and the FPMR. An external audit had not been per-
formed in Montana because language in the State plan of opera-
tion, that audits "may" be conducted, had been interpreted by
the State government to mean that audits were not mandatory.

Inconsistent and possibly
excessive SASP service charges

Service charges collected by SASPs are not always
applied consistently to all donees. This can result in un-
favorable treatment of some donees and favorable treatment
of others. Also, we found examples where service charges
appeared excessive in comparison with the services actually
performed by the SASP,

Most SASPs finance all or the major part of the costs
of operations by collecting service charges for the property
donated to donees within their States. Therefore, these
charges, in total, must be sufficiently high to enable the
SASP to break even and to operate a viable program. However,
Public Law 94-519 requires that they must be fair and equit-
able, cover direct and reasonable indirect costs of the SASP,
and be based on services performed by the SASP.

We did not undertake a detailed review of how SASPs
determine their service charges. However, we found examples
where apparent arbitrary or unreasonably high service charges
had been collected which did not appear to be in accord with
the intent of the Public Law.

The Missouri State plan of operation contains the
following general guidance for computing service charges.

Acquisition cost Service charge
of donated property Service charge range up to
(percent)
Up to $ 1,000 0 to 15 $ 150
$ 1,001 to $ 5,000 0 to 10 $ 500
$ 5,001 to $ 20,000 0 to 5 $1,000
$20,001 to $ 35,000 0 to 3 $1,000
$35,001 to $10N0,000 0 to 1 $1,000

47



--Shovels having an original acquisition cost of
$10 were donated for a service charge of $7.50.
The SASP stated that charging only $1.50, the
normal service charge prescribed by the State
plan of operation, would be "just like giving
the shovels away."

-—The SASP manufactured chairs using surplus
Federal property. The chairs were donated for
service charges ranging from $25 to $55 each,
depending on the type of chair, even though the
average cost of manufacturing them was only $12.

--The SASP was repairing and donating typewriters.
Service charges were set at from $125 to $400,
which represented 50 percent of the fair market
value.

Somewhat similar situations were found in other States
we visited. For example, we noticed a donee invoice at the
Colorado SASP which showed that service charges on various
items ranged from 6 to 182 percent of the donated property's
original acquisition cost. When we gquestioned this, we
were told that for desirable property, the service charge
is based on what the market will bear, not on the State
plan of operation.

State plans of operation provide service charge
discounts when donees screen and/or pick up their donated
property from the Federal holding activity. These discounts
vary in different States. We found examples where these
discounted service charges appeared excessive because the
SASP did little more with the property than prepare and proc-
ess the transfer documentation. For example, the University
of Utah was charged $623 for a milling machine, originally
costing $31,156, it had screened and picked up. 1In another
example, the Wyoming State Game and Fish Department was
required to pay $9,911 in service charges during 1978 for
property having original acquisition costs totaling $153,290,
even though the donee had screened and picked up the property.

Inadequate SASP inventory control procedures

In several States we visited, our limited tests showed
that 5ASPs did not have inventory management and records sys-
tems to ensure adequate control over surplus Federal property
in their possession. These situations are described below.
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Montana

We found that property withdrawn for SASP use was not
accounted for accurately. In addition, loose physical con-
trols existed over property stored at locations other than
the SASP's warehouse, such as the Fort Harrison National
Guard facility. While there, we noted unrestricted access
to Fort Harrison and access to one storage area through an
unlocked door.

Utah

We found that items withdrawn for SASP use and returned
to stock were not always recorded on the accounting records.
Results of physical inventories conducted by the SASP also
indicated problems with physical controls over property.

The SASP manager stated that inaccurate property counts in
the receiving and distributing area caused the adjustments
required by physical inventories.

Colorado

In Colorado, problems with the accounting control of
property were evident. The SASP conducted a wall-to-wall
physical inventory in September 1979. The results showed
an inventory card error rate of 9.75 percent.

Connecticut

The SASP does not maintain records showing the location
of surplus property items in its warehouse. In September
1979 GSA had criticized the SASP for not using a property lo-
cator system in the warehouse, pointing out that property was
warehoused wherever space was available. GSA recommended imple-
menting a property locator system so that property could be
located, at least by type of commodity. The SASP director
stated he had inadequate storage and did not intend to imple-
ment the recommendation.

Some donees do not use or
improperly use property

The whole purpose of the Donation Program is to provide
usable property to eligible donees for use in furthering
worthwhile, eligible purposes. During our visits to donees
in 10 States, we noted numerous instances where property ac-
quired through the Donation Program had been properly used
in support of important programs or functions.
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that 18, or 90 percent, were being used as intended or
appeared that they would be so used.

Florida

We found that four, or 67 percent, of the six items
donated at least 1 year before our visit were being used
properly. Of 41 items for which the 1 year had not
expired, we found that all were being used as intended
or appeared that they would be so used.

Utah

We found that 24, or 71 percent, of the 34 items
donated at least 1 year before our visit were being used
properly. ©Of 65 items for which the 1 year had not ex-
pired, we found that 45, or 69 percent, were being used
as intended or appeared that they would be so used.

Colorado

We found that 18, or 53 percent, of the 34 items
donated at least 1 year before our visit were being used
properly. Of 36 items for which the 1 year had not ex-
pired, we found that 31, or 86 percent, were being used
as intended or appeared that they would be so used.

Montana

We found that the two items donated at least 1 year
before cur visit were being used properly. Of 57 items
for which the 1 year had not expired, we found that 45,
or 79 percent, were being used as intended or appeared
that they would be so used.
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Only Idaho, Oklahoma, and Wisconsin had submitted
permanent plans developed by State legislatures. Every
other State continued to operate under temporary plans.
Most SASP officials we met with stated they would rather
continue under the temporary plans because they felt that
(1) special interest groups might influence development of
a permanent plan by their legislatures and (2) a permanent
plan would be difficult to change because legislative
approval would be needed.

GSA officials generally agreed that very few of the
current temporary plans will be replaced by permanent plans.
Some of these officials expressed views similar to the SASP
officials mentioned above. In any event, GS5A was not aggres-—
sively trying to bring about compliance by the States.

CONCLUSIONS

Implementation of Public Law 94-519 has caused greater
amounts of surplus property to flow through the SASPs to
donees, reversing a trend which, the Congress believed had
threatened the viability of the Donation Program. This prop-
erty is now being donated to a wider range of eligible tax-
supported or nonprofit, tax-exempt organizations for use in
support of a greatly broadened variety of eligible purposes.

However, various aspects of the Donation Program's
management need to be improved to bring it more in line with
the intent of Public Law 94-519 and the requirements of GSA's
implementing requlations. The more important improvements
needed involve the methods of allocating donable property
among the States, insufficient external audit coverage of
SASPs operations, inconsistent and possibly excessive service
charges assessed by SASPs, inadequate control over SASP inven-
tories of Federal surplus property, and lack of or improper
use of property by some donees.

In addition, only three State legislatures had developed
permanent plans of operations required by Public Law 94-519
to be followed by SASPs in managing the Donation Program.

The remaining SASPs were operating under temporary plans
which had not been developed through the State legislative
process as intended by the Congress. GSA needs to take
action to satisfy congressional objective of having all
SASPs operating under permanent, legislatively developed
plans.
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GSA did not agree with the proposal in our draft report
that it implement for all parts of the country, procedures
similar to those used in the western States for SASPs to ac-
quire nonreportable surplus property located in other States.
GSA's comments recognize the longstanding problem inherent in
the Donation Program that much of the surplus property is not
generated in locations where it is most needed for donation.
GSA acknowledged that the existence of WSSPO allows partici-
pating western States to reduce thelr screening costs. How-
ever, GSA also pointed out that the percentage of available
surplus property donated in the WSSPO area is much lower
than in the rest of the country and concluded that this low
percentage is partly caused by the lack of onsite screening
by more than one SASP.

GSA stated that it has considered creating "WSSPO-like"
organizations in other parts of the country in the past, but
it has not adopted the idea for various reasons, including
the fact that most non-WSSPO States have not favored the idea.

GSA stated that other means, including increased screening
by donee organizations and training of SASP and donee screeners,
have resulted in a steady increase in the number of States which
have acquired surplus property in amounts that met or exceeded
their entitlements.l/ According to GSA, in fiscal year 1979,

35 States met or exceeded their entitlements, compared to only
26 States in fiscal year 1977 and 32 States in fiscal year 1978.

Because of GSA's comments concerning the rejection by
most non-WSSPO States of the possible creation of WSSPO-
like organizations in other sections of the country and the
gradual increase in the number of States meeting their
property entitlements, we are not recommending this specific
action. However, we believe that the problem in acquiring
property faced by SASPs, such as those mentioned earlier
which have limited resources and in whose States relatively
small amounts of surplus property are generated, is serious
and needs to be alleviated.

GSA did not agree with our recommendation that action
be taken to require States to submit permanent, legislatively
developed State plans of operation. GSA agreed that State

1l/Percentages of total donated property determined to be the

"fair share" of individual States based on population and
per capita income.
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GSA acknowledged that errors in judgment and lack of
training sometimes result in SASPs assessing inconsistent
or excessive service charges and that, where such errors are
noted, improvement would be affected by closer GSA oversight
and management and training.

GSA stated that it is taking action to improve SASP
inventory control procedures as part of its general program
and audit reviews. Also, GSA stated that eliminating
improper use or nonuse of property by donees is a matter
receiving continuing oversight commensurate with its avail-
able resources. GSA described the procedures employed in
this oversight effort and stated that the specific examples
of improper use or nonuse cited in our report are being
reviewed and appropriate corrective action will be taken.

We appreciate GSA's response to our recommendations.
Generally, we found that GSA's FPMR and guidance to SASPs
have been appropriate. We recognize that the number of SASPs
involved and the size of the Donation Program present a real
oversight challenge to GSA. We believe the GSA employees
engaged in this oversight effort are conscientious and are
making diligent efforts to meet the challenge. However, we
believe their tasks would be and should be much easier if
the SASPs receive the external audit coverage required by
the FPIMR and if these audits include a thorough review of
the SASPs' compliance with all provisions of their State
plans of operation and applicable FPMR provisions.

GSA also offered several suggested wording changes to
lend clarity to our report. For the most part, we adopted
these suggestions.

SASP comments

Of the 10 SASPs visited during our review, only 4--
Massachusetts, Connecticut, Texas, and Missouri--provided
comments on the draft report segments we provided them.
Their comments are discussed below and are included as
appendixes XIX through ¥XIT.

Massachusetts

The Massachusetts SASP did not agree with our discussion
of the lax security at its warehouse and the need to improve
inventory control procedures noted during our review.
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We have reworded our discussion of the audit on the jeeps
to make it clear that Texas donees were not involved in the
improper use. Illowever, regarding the performance of external
audits, we contacted GSA again and were advised that, with the
exception of the audit that we indicated was in process at the
time of our review, the GSA Fort Worth regional office had re-
ceived no reports on external audits of the Texas SASP covering
operations since the implementation of Public¢ Law 94-519. On
the basis of our followup with GSA, the 1978 audit referred
to in the SASP comments covered a period of operations before
the Law's implementaticon. In commenting on our draft report in
June 1980, GSA stated that by then it had received an audit re-
port on the Texas SASP, but had rejected it as being inconplete.

The SASP also suggested that donees be allowed more than
1l yvear to begin using donated property, especially large machine
tools or earth-mnoving equipment needing hard-to-obtain repair
parts. The requirement that property be used within 1 year of
its receipt by the donee is a legal requirement. At present,
we do not have a definite opinion concerning the advisability
of changing this requirement. However, we would not want to
see it changed without thorough and clear evidence that it
would be beneficial to the Donation Program and that excep-
tions to the l-year rule would be tightly controlled tc avoid
donated property being idle for extended periods when other
needy donees could and would use it within a reasonable time.

Missouri

The Missouri SASP strongly obiected to the sections of
our draft report we provided to it for comment, saying the
report appeared to be negative and biased against the
Donation Program.

The SASP is wrong. It is unfortunate that the SASP
has interpreted the report in this way. In the report, we
state that, overall, the objectives of Public Law 94-519 are
being met and that the management of the Donation Program and
the SASPs has been generally effective. Neither GSA nor any
of the other SASPs visited during our review expressed the
opinion that our draft report was negative or biased.

It would have been impractical for us to have included
in this report a discussion of all of ‘the work we performed
at all of the activities visited during our review. To have
done so would have resulted in a document of such size that
its value to the Congress or other readers would have been
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because of the broad scope of our review. On the basis of the
deficiencies found during these limited tests, we believe that
SASPs' inventory control procedures are an area needing manage-
ment attention. Again, proper external audit coverage would

be beneficial in more precisely measuring the significance of
the problem and correcting it.

Concerning our discussion on the propriety of the use of
property made by donees, the SASP pointed out that it was im-
possible to check every item and that the SASP had developed
many techniques aimed at bringing about donee compliance.
Again, we agree with the SASP. Assuring proper use of prop-
erty is not an easy task and we acknowledge that all of the
SASPs we visited were concerned with the issue. However, on
the basis of our limited tests, we believe that proper use of
property is still an area needing more attention on the part
of GSA and the 5ASPs.

The SASP also provided specific comments on the individ-
ual items of donated property cited in our draft report as
not being properly used at the time of our visits to donees.
We have added the information provided to the discussions on
these items in appendix II. The SASP stated that we indicated
some items of property were not being used properly when the
items had been in the possession of donees for less than 1 vear.
The SASP stated that such property could not be considered as
improperly used until 1 year after it was donated.

We clearly stated in the draft report that donees are
allowed 1 year to use property and that, therefore, all of the
unused items noted were not technical violations. The implica-
tion in the SASP's comments is that we should not have checked
the use of property that had not been in the possession of
donees for at least 1 year. We do not agree. Had we checked
only these items, it would have been possible for a donee to
tell us, even if the property had never been used, that it had
been used immediately upon receipt and had been used steadily
for 1 year, thereby satisfying the usage requirement. Also,
we wanted to assure that property shown on SASP records as
having been donated was actually received by donees. This
would have been difficult to do if we checked only property
donated more than 1 year before our visit to the donee. 1In
such cases, a donee could have said the property had been
in use for 1 year and then disposed of.
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AID's program has functioned as an outlet for excess domestic
and foreign personal property; that is, excess property located
in the United States and overseas, respectively. From time to
time, AID has been able to use large amounts of excess property
at a savings to the U.S. Government.

The several functions which comprise the excess property
program are authorized by sections 607 and 608 of the act.
Section 607 authorizes the transfer of services and commodities
to friendly countries, international organizations, the American

Red Cross, and voluntary nonprofit relief agencies registered
with AID.

In addition to stating the general policy on using excess

property in our foreign assistance programs, section 608 pro-
vided that AID could

~-acquire excess property before the specific need
for it is known {advance acquisition);

-~repair, overhaul, preserve, stock, pack, crate, and
transport this property; and

--maintain a $5-million revolving fund for carrying
out the foregoing provisions.

Thus, there was a clear mandate for AID to use excess
property in its assistance programs. AID missions in foreign
countries were responsible for ensuring that all recipients
of AID~financed assistance consider acquiring and using ex-—
cess property in place of new property.

Under the Federal Property and Administrative Services
Act of 1949, GSA has overall responsibility for controlling
excess property. The Foreign Assistance Act, however, author-
ized AID to obtain up to $45 million in domestic excess prop-
erty in any fiscal year for AID-funded foreign assistance
programs. AID also had a working agreement with DOD, under
which AID had first choice of DOD excess property located
overseas for the assistance program.

IMPLEMENTATION OF PUBLIC LAW 94-519

Traditionally, excess property has been distributed
according to priorities. Domestic excess property no longer
needed by a Federal agency was first made available to other
Federal agencies. If the property was not claimed, it was
declared surplus and became eligible for donation to States
and other eligible donee organizations.
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Originally, GSA interpreted this section of the Law to
apply to AID's loan program recipients as well, but the
Department of Justice ruled that the Law's restrictions re-
garding transfer of excess property to non-Federal recipients
did not apply to AID loan program recipients. Therefore, AID
can continue to claim Federal domestic excess property for
these programs as in the past, up to $45 million each year.

Foreign excess property

In the past, AID has had access to DOD foreign excess
property throughout the world for use in foreign assistance
projects before the property was screened by GSA. Public
Law 94-519 amended section 402(c) of the Federal Property
and Administrative Services Act of 1949 to read:

"Under such regulations as the Administrator
shall prescribe * * * any foreign excess property
may be returned to the United States for handling
as excess or surplus property * * * whenever the
head of the executive agency concerned, or the
Administrator after consultation with such agency
head, determines that return of the property to
the United States for such handling is in the
interest of the United States * * *,"

In mid-~1979, GSA and DOD agreed that, beginning in
October 1979, GSA would have first choice of excess property
in Europe. GSA planned to prescribe priorities similar to
those prescribed for domestic excess. . Therefore, AID's loan
program recipients will be subordinate to those of Federal
agencies, and AID's grant program recipients will be subordi-
nate to donees unless the 25-percent charge is paid. Section
607 recipients, including private voluntary relief agencies,
who previously obtained European excess through AID's program,
will most likely have less property available in the future.
Both AID and GSA believe that much of the high quality excess
property in Eurcpe will be returned to the United States.

GSA permitted AID to retain first choice of all excess
property in the Pacific and situs 1/ excess property in four
specified countries~—Panama, the Philippines, Korea, and Turkey.

1/Situs means the place where something exists or originates.
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acquisitions represented about 45 percent of AID's
acquisitions in fiscal year 1979. However, the figures
do indicate a generally declining program.

A number of events have contributed to the decline in
excess property use in AID projects. In late 1978, AID studied
its excess property program and identified significant problems,
one of which was its lower priority for access to domestic excess
property as a result of Public Law 94-519. 1Inflation, which in-
creased the costs for reconditioning excess equipment, and higher
transportation costs through DOD channels, were also identified.

Another major problem has been the lack of support for
the program on the part of AID missions overseas. To improve
the program, in 1979 AID requested 67 of its missions to iden-
tify their excess property needs; however, only 28 responded.
Various missions cited the following reasons for not using
excess property:

--High cost of excess property.

-~Excessive time required to obtain excess property.

--Difficulty in getting spare parts for excess property.

--Projects not appropriate for using excess property.

--Foreign government officials not being interested in

using excess property because of previous bad

experiences with its use.

—-Inadequate mission staffing and technical expertise to
aggressively use excess property.

—-Lack of technical expertise to maintain the property.

--Unreliability of excess equipment in comparison with
new equipment.

-~Insufficient excess property inventory to £ill orders
completely.

-~Insufficient staff to meet inspection requirements for
excess equipment.

—-Short life of excess property.

-~Foreign government officials doing a lot of the buying.
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Fiscal Year 1979 Sources Of AID's Section 608 Program

Property's
Sources of supply original acquisition cost Percent

(millions)

Excess property:

Domestic S 4.2 33.0
Foreign 2.8 22.0
Total $ 7.0 55.0

Nonexcess property:
Long-supply and

shelf items $ 4.9 38.6
Exchange/sale 0.5 4.0
Other 0.3 2.4

Total $ 5.7 45.0
TOTAL $12.7 100.0

Voluntary relief agencies and others

Voluntary relief agencies obtain excess property for use
in projects they operate. These projects are funded either
by AID, in the form of grants to these agencies, or by the
relief agencies themselves. AID transfers property to the
relief agencies for use on thelir own projects under section
607 of the Foreign Assistance Act. Other organizations which
can receive property under section 607 are the American Red
Cross, 1international organizations, and foreign governments.
As holders of AID grants, the voluntary relief organizations
are also authorized to receive excess property under section
608 of the act.

To receive excess property under section 607, organiza-
tions must be registered with and receive an authorization
from AID. As of March 1979, only 1% of 130 registered volun-
tary agencies had asked for and received an authorization to
receive excess property.

Proijects funded by organizations, including voluntary
relief agencies, authorized to recelve property under section
607 have been the biggest users of excess property acquired
through AID in recent years. In fiscal year 1978, they ob-
tained about 82 percent of all situs excess property, and
over the past 6 years have received an average of about 68
percent of all nonsitus excess property made available
through AID.
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Most agencies, including those that rarely used excess
property, wanted to keep it as an available source of supply.
Most agencies' representatives stated, however, that they
did not depend on excess property to carry out their program
goals. They viewed excess property as an alternative resource,
to be used if an item was available that met their requirements.
Most believe that reducing or eliminating AID's excess property
program will have little effect on their activities overseas.
Only five agencies stated that the effect would be a great loss.

CONCLUSIONS

The impact of GSA's implementation of Public Law 94-519 on
AID-financed and voluntary relief agency programs is difficult
to determine accurately because other factors, not directly re-
lated to the Law, have also affected these programs. GSA's
implementation of the Law's provision concerning return of ex-
cess property overseas may restrict AIND's access to foreign
excess property in Europe. Also, the Law reduced AID's ability
to obtain domestic excess property for grant-funded programs,
including AID grant-funded programs of the voluntary agencies.
However, usage of excess property for AID-financed programs had
already declined significantly before the Law was implemented.

Receipt of excess by voluntary relief organizations for
their own funded projects has declined. However, only the
anticipated decline in excess European property can be attrib-
uted to implementation of Public Law 94-51%. Implementation
of the Law did not change the priorities of these agencies
regarding domestic or other foreign excesses.

We made several recommendations concerning AID's excess
property program in our separate report covering the entire
program. Since the recommendations were based on matters
beyond the scope of our Public Law 94-519 review, we do not
repeat them in this report.

AGENCY COMMENTS AND OUR EVALUATION

In a June 16, 1980, letter, the Assistant Administrator,
Bureau for Program and Management Services, provided us AID's
comments on a draft of this report chapter. AID stated that
the draft chapter generally agreed with our draft report on
the overall AID excess program, which had also been provided
to AID. AID felt that our draft of this chapter did not
adequately emphasize what it perceived to be the adverse
impact of Public Law 94-519 on AID's ability to acquire
eXcess Dbroperty.
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have adequate time to inspect it for use. These comments are
somewhat contradictory. However, AID is authorized to screen
and acquire excess property for its loan-financed projects,
and we believe that an effective screening program for these
projects would enable AID to identify property which would

be of use to its grantees if not taken by a SASP. Having
already screened the excess property before the SASPs, AID
should be in a position to promptly request that such prop-
erty be made available for its grantees instead of being
sold.

In addition, AID commented that the Law had adversely
affected the acquisition of domestic excess property by
registered voluntary relief agencies and other eligible
recipients under section 607 of the Foreign Assistance Act
which, according to AID, now f£ind themselves competing with
AID grant-funded recipients for the culls of the Donation
Program. This comment is not pertinent to the subject we
are discussing--the impact of Public Law 94-519. For years,
the Foreign Assistance Act has authorized section 607 recip-
ients to obtain unneeded Government property only after it
has been screened for the Donation Program. Public Law 94-519
did not affect their legal priority to obtain such property.

AID pointed out that our draft report on the overall AID
excess property program contained the following two statements.

"The only way for AID to obtain more excess property is
for the Law to be changed raising the priority of its
grantees above that of the States."

* * * * *

"We believe the only way 607 recipients can obtain more
property is for the Law to be amended raising their
priority above the States.™

AID stated that it endorses both statements and suggested that
we recommend to the Congress that Public Law 94-519 be amended
to provide for the AID property requirements.

The two statements were included in our overall report;
however, neither should be construed as supporting the recom-
mendation suggested by AID. In quoting the first statement,
AID overlocked the preceding sentence in the draft report,
which stated: "We believe the system established by GSA
for determining if property is needed by the States is
consistent with the Law." Also, with the second quoted
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CHAPTER 5

COLLECTION QF FEDERAL CARE

AND HANDLING COSTS—--NEED FOR CLARIFICATION

For many years, SASPs acquired Federal surplus property
virtually free through the Donation Program. Recent action
by the House Committee on Appropriations has resulted in
legislation that now requires SASPs to pay a care and han-
dling surcharge on surplus DOD property they acquire. The
House Committee on Government Operations asked us to include
in this report a discussion of the care and handling costs
of surplus property to be donated.

SASPs GOT SURPLUS PROPERTY FREE
OF COST FOR MANRY YEARS

The Federal Property and Administrative Services Act
of 1949 allows the transfer of surplus property to S5ASPs
without reimbursement for any part of the acquisition cost
of that property. Section 203 (j)(1) of the act authorizes
Federal agencies to recover their care and handling costs
for surplus property transferred to SASPs; however, they
generally have not done so.

GSA is responsible for interpreting and implementing
the 1949 Act. In implementing those provisions dealing with
care and handling costs, GSA has narrowly defined what costs
Federal agencies may recover. The act defines care and han-
dling as the completing, repairing, converting, rehabilitating,
operating, preserving, protecting, insuring, packing, storing,
handling, conserving, and transporting of excess and surplus
property. The FPMR, promulgated by GSA, states that only
direct costs incurred in the actual packing, preparation for
shipment, and loading of property donated are recoverable by
the Government. GSA has determined that the costs for pre-
serving, protecting, storing, and handling are costs that would
be incurred regardless of how the property is disposed of and
are, therefore, not considered directly related to the donation
process. Accordingly, the costs incurred in performing these
functions have been considered part of overhead or administra-
tion, and have been absorbed by the agency transferring the
property.
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act that significantly affects SASPs. Section 764 of the

act required GSA to implement regulations requiring recovery
of Federal costs of care and handling of DCD surplus property
which is donated.

DEFENSE LOGISTICS AGENCY STUDY
ON PROPERTY DISPOSAL TRANSFERS

On April 20, 1979, the Defense Logistics Agency (DLA)
issued a report on the feasibility of implementing a stand-
ard surcharge on DOD excess and surplus transfers. In
requiring GSA to implement a care and handling surcharge
on DOD surplus property transferred to 5ASPs, the House
Committee on Appropriations was influenced, in part, by the
costs identified in the DLA report. DLA's report presents
two alternative surcharges that could be applied to DOD
property disposal transfers based on recovery of disposal
operating costs related to reutilization, transfer, and
donation operations. The House Committee on Government
Operations asked us to evaluate the basis for the costs
included in the DLA report.

DLA definition of donation costs is
broader than that contained in the Law

In its report, DLA identified direct disposal processing
costs which it considers related to the handling of donated
property and, therefore, recoverable through a surcharge on
donation transfers. We believe that some of the costs DLA
identified are not recoverable under the Federal Property
and Administrative Services Act of 1949,

DOD property which is not needed by the holding activity
is turned over to property disposal offices. These offices
receive the property and, unless it was declared scrap upon
receipt, place it in storage until it is disposed of.
Generally, property is disposed of in the following order:

Within DOD

~~Reutilization (transfers to DOD activities}.

As Government excess

—--Transfer (transfers to non-DOD Federal agencies).

As Government surplus

—--Donation (transfers to SASPs and donees).
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ALTERNATIVE ANALYSIS OF DISPOSAL COSTS
ATTRIBUTABLE TO DONATIONS

The House Committee on Government Operations asked us
to determine whether care and handling cost data is available
and, if it is, to discuss ways of allocating these costs to
donations. Data on care and handling costs is not readily
available; therefore, the following analysis is based largely
on DOD's fiscal year 1978 disposal data as presented in DLA's
report.

As stated previously, DLA had estimated that $5.3 mil-
lion of DOD's fiscal year 1978 disposal system costs were
attributable to care and handling of donated property. Using
basically the same data used by DLA, we developed an alterna-
tive analysis to estimate the overall net effect on DOD's
total disposal system costs that would have occurred had no
DOD property been donated in fiscal year 1978. On the basis
of our analysis, we estimated that DOD's total disposal system
costs would have been reduced by only about $25,000 if no DOD
property had been donated during that year. This analysis does
not consider the increase in revenues from sales of DOD surplus
property that would result from eliminating donations. Congres-
sional intent, as evidenced by the Senate and House Committees
reports on Public Law 94-519, has been to forgo revenues from
the sale of surplus personal property in favor of the benefits
which result from the donated property being used for worthwhile,
eligible purposes.

DLA identified direct screening, accounting, care, and
issue expenses associated with the handling of excess and sur-
plus property, while it is in the disposal system. Through a
series of comparative ratios, DLA applied some of these costs
to reutilization, transfer, and donation actions. In our
analysis, we also computed costs for the remaining disposal
actions--sales, scrap, and abandonment or destruction. The
following table shows our results.
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CIVIL AGENCIES ARE NOT IDEMTIFYING
AND RECOVERING CARE AND HANDLING COSTS
FOR DONATED PROPERTY

None of the civil agencies included in our review have
ever routinely accounted for or recovered the care and hand-
ling costs related to the transfer of excess, or the donation
of, surplus perscnal property. Agency officials consider such
costs to be minimal and a part of the overall costs of their
property management operations.

Agency accounting records do not
show care and handling costs

Agency accounting systems do not have any separate
accounts to keep track of care and handling costs incurred.
Most financial and budget officials that we talked to in
each agency said they would be able to set up accounts needed
to track these expenses, but that the property managers would
have to supply detailed information on the disposition of
each item of excess and surplus property. Property managers,
however, did not believe it would be economically feasible to
provide the reguired information because of the time and
paperwork involved.

Care and handling costs are minimal

Officials of each agency told us the care and handling of
donated property requires such little time and effort that it
would be uneconomical to attempt to recover the related costs.
Property that enters the Donation Program is available on an
"as is" basis, and therefore is, not rehabilitated or other-
wise improved. Agencies also do not routinely incur any costs
that could be specifically classified as care and handling
charges according to the criteria in the FPMR. Additionally,
SASPs pay for all transportation expenses relating to the
donation.

Objections to a care and handling
surcharge

The predominant position taken by civil agency officials
we talked with was that the expenses~-time and paperwork--
that would be incurred in identifying, billing, and collecting
care and handling costs would exceed the amount that would be
recovered through the imposition of a surcharge. These offi-
cials believe that a care and handling surcharge on surplus
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donee organizations, of various types and sizes, within their
State. Fifty-two of the 54 directors responded to our request
and provided the names ¢of 519 donees.

We received 222 responses to our questionnaire. Of these,
145 were sufficiently completed, and therefore, subject to
evaluation. The following discussion and statistics reflect
the information and estimates provided by these donees re-
garding the impact that increased SASP service charges would
have on their participation in the Donation Program.

Factors other than service
charge affect donee decisions
to acquire property

The SASP's service charge is not always the major factor
donees consider in deciding what property to acquire for their
organizational programs.

Generally, SASPs acquire surplus property from various
Federal agencies. They arrange to have the property picked
up and delivered to their distribution centers. Upon receipt
at the center, property is inventoried, segregated, and placed
on display. Service charges, or prices, are assessed based on
the SASPs' schedule of rates. For example, a schedule of rates
at one SASP we visited was as follows:

Original acquisition cost Service charge
of property rate up to
(percent)
$ 0 to § 250 25
$ 251 to § 2,500 15
$ 2,501 to $10,000 10
$10,001 to $25,000 5

However, the SASPs' pricing policy may also be influenced
by the item's physical condition and its marketability.
Donees visit the distribution center to {1) acquire items
for which their organization has a specific need and

(2) shop for items which might be adapted to their needs.

We asked donees if the SASPs' service charge was the
major factor in their decision to acquire property and, if it
was not, what were the major factors. According to the donees,
the service charge was the major factor in most cases. However,
about 47 percent of the respondents replied that it was not.
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As the table shows, any increase in service charge
will cause a decrease in the amount of property acquired
by donees. A l-percent increase does not significantly
affect donee participation in the program. However, in-
creases from 2 to 5 percent cause significantly more donees
to reduce their participation. At a 5-percent increase, 31
percent of the 142 donees responding would virtually drop
out of the Donation Program; that is, reduce the amount of
property acquired by %0 to 100 percent.

Some donees expressed concern over the effect of ser-
vice charge increases based on a flat rate and applied
on any item without regard to the acquisition cost of the
item. A flat-rate, across-the-board increase would cause
some items to be too costly for some donees. For example,
one donee noted, "While it may be possible and practical
to pay up to five percent of property acquisition cost for
some items, it could be most impractical for any such flat
fee structure for all items. Such a structure would inhibit
procurement * * * at higher prices."™ 1In referring to an
item with an original acquisition cost of $1,000,000, another
donee noted, "If we had been required to pay, one, two, or
three percent of acquisition cost ($10,000, $20,000 or
$30,000), we would not have considered the purchase, * * *,V
After our review, DOD determined that the flat-rate surcharge
for any one line item of of property would not exceed $1,000.

Although the service charge is not always the major
factor that donees consider when they are selecting surplus
property for their organizations, the amount of surplus
property they acquire appears to be affected by increases
in the service charge. TIf SASPs are required to pay a care
and handling surcharge, they will probably have to pass this
increased cost on to their donees in the form of higher
service charges. On the basis of donee responses to our
questionnaire, we believe that imposing any care and handling
surcharge will result in reduced donee participation in the
Donation Program. A surcharge greater than 1 percent of
acquisition cost would probably cause a significant number
of donees to reduce or end their participation in the
Donation Program.

COMCLUSIONS

On the basis of our examination, we believe that:
—-Although care and handling cost data is not now readily
available, Federal agency accounting systems could be

medified to provide such data.
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In commenting on a draft at this report DOD agreed that
the requirement that care and handling costs on its property
be collected would result in inconsistent policies relating to
donated property originating in military and civil agencies.
DOD had no objection to our recommendation that the Congress
clarify what costs should be recovered.

DOD stated that we had not identified which of the $5.3
million fiscal year 1978 costs determined by DLA to be appli-
cable to donated DOD property were not collectible in view
of the definition of care and handling in the 1949 Act. DOD
stated that it had used direct costs associated with disposal
functions that support the Donation Program and believed its
selection and proration of costs were correct. DOD asked that
we delete or clarify comments concerning the portion of the
$5.3 million of costs that we consider to be not collectible.

As we stated in our draft report, the $2.5 million we
consider to be not collectible represented costs of account-
ing for and screening property. Neither of these functions
is included in the statutory definition of care and handling
costs. We have clarified our final repeort to avoid any mis-
understanding. As discussed previously, DLA officials
responsible for the study which produced the $5.3 million
cost estimate acknowledged that their selection of costs
was not based on the statutory definition. In addition,

DLA officials admitted that their estimate would have been
much less than $5.3 million if they had restricted their
selection to only costs incurred for care and handling
functions.

DOD also informed us that the 2-percent surcharge
planned to be levied on DOD property would be limited to
$1,000 for any one line item of property. DOD decided to
limit the surcharge to $1,000 for any one line item after
we completed our work. Our report now recognizes this
limitation.

DOD questioned statements in the draft report attrib-
uted to civil agency officials to the effect that the time
and effort spent on care and handling of donated property
is so small that it would be uneconomical to recover the
related costs and that recovery of the civil agency costs
would reduce the amount of property acquired by donees.
DOD also did not agree with our conclusion that imposing
a care and handling surcharge greater than 1 percent of
the donated property's acquisition cost would seriously
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APPENDIX I APPENDIX I

PROVISIONS AND INTENT OF PUBLIC LAW 94-519

Public Law 94-519 was comprised of 10 sections, which
are described below.

SECTION 1

This section significantly changed section 203(3j) of the
Federal Property and Administrative Services Act of 1949, which
provides the legal basis and guidance for the donation of sur-
plus Federal personal property to non-Federal organizations.

Under the former section 203(3j), donations of surplus
property could be made through the SASPs only to certain
specified donees and only for purposes of education, public
health, and civil defense or research related to such pur-
poses. The Department of Health, LCducation, and Welfare
(HEW) was required to determine that the property was
yusable and necessary for such purposes.

More specifically, under the old program, property could
be donated to (1) tax-supported or nonprofit, tax-exempt medi-
cal institutions, hospitals, clinics, health centers, school
systems, schools, colleges, universities, schools for the
mentally retarded, schools for the physically handicapped,
and radio and television stations licensed by the Federal
Communications Commission as educational stations, (2) public
libraries, and (3) civil defense organizations of any State,
or political subdivision or instrumentality thereof, which
were established pursuant to State law.

Public Law 94-519 considerably enlarged the activities
and types of recipients eligible for property donations from
SASPs. 1In addition to the formerly eligible recipients, prop-
erty can now also be donated to any public agency for use in
carrying out or promoting for the residents of a given politi-
cal area one or more "public purposes." These public purposes
include, but are not limited to, such matters as conservation,
economic development, education, parks and recreation, public
health and public safety (including civil defense). Under
the Law, "public agencies™ include any State (and the District
of Columbia, Puerto Rico, Virgin Islands, Guam, and American
Samoa), State political subdivision (including any unit of
local government or economic development district), State
department, agency, or instrumentality {(including instrumen-
talities created by compact or other agreement between States
or political subdivisions) or Indian tribe, band, group,
pueblo, or comnmunity located on a State reservation.
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APPENDIX I APPENDIX I

days during which to submit comments. In the development and
implementation of the plans, the relative needs and resources
of all public agencies and other eligible institutions in the
State were to be considered.

The Law established the following minimum requirements
for the State plans of operation:

--State plans will assure that the SASPs have the
necessary organizational and operational authority
and capability, including staff, facilities, and
means and methods of financing.

~-State plans will include adequate procedures for
accountability, internal and external audits,
cocperative agreements, compliance and utiliza-
tion reviews, equitable distribution and property
disposal, determination of donee eligibility, and
assistance through consultation with advisory
bodies and public and private groups.

--State plans will require SASPs to use the same type
of management control and accountihg systems for
donable property as required by State law to be used
for State-owned property. However, with Governors'
approval, SASPs may use other systems for donable
property if they are effective.

--State plans will provide for return of still usable
donable property which is not properly used within
1 year of donation or which ceases to be properly
used within 1 year of being placed in use. Returned
property will be available for further distributicon.

--State plans will require SASPs, to the extent possible,
to select specific property requested by eligible recip-
ients and to arrange direct shipment to recipients.

--5State plans must show the method of establishing SASP
service charges, if such charges are established.
These charges must be fair and equitable and based on
direct and reasonable indirect costs of services per-~
formed by the SASPs, including screening, packing,
crating, removal, and transportation.

--State plans will provide that SASPs may apply reason-
able terms, conditions, reservations, or restrictions
on the use of donated property and such terms, condi-
tions, etc., will be imposed on the use of vehicles
or items originally costing $3,000 or more.
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SECTION 3

This section ¢of the Law greatly changed the Government's
policies and practices on the transfer of excess personal prop-
erty to Federal grantees. The House and Senate Committees had
expressed many concerns on the various programs under which such
excess property had formerly been transferred to grantees. This
section of the Law was intended to alleviate those concerns by
imposing restrictive controls on the distribution of excess prop~
erty in connection with Federal grants.

The Law prohibited almost all Federal agencies from
obtaining excess property through GSA in order to furnish it
to a grantee, unless:

--The grantee is a public agency or a nonprofit and
tax-exempt organization.

--The grant i1s for a specific federally sponsored
purpose and has a specific termination date.

--The property will be used for the purpose of the
grant.

--The sponsoring Federal agency pays to the Treasury,
as miscellaneous receipts, 25 percent of the property's
original acquisition cost.

The Law provided that title to property transferred under
the above conditions will be vested in the grantee. The prop-
erty must be accounted for and disposed of in accordance with
procedures governing personal property acquired under grant
agreements.

The Law allowed GSA to prescribe regulations and restric-
tions to exempt from the general conditions outlined above,
including the required 25-percent payment of original acquisi-
tion cost, grants of the following categories:

--Property furnished under section 608 of the Foreign
Assistance Act of 1961, when GSA determines that such
property is not needed for the Donation Program.

--Scientific equipment furnished under section 11l(e)
of the National Science Foundation Act of 1950.

--Property furnished under section 203 of the Department
of Agriculture Organic Act of 1944, for the Cooperative
Forest Fire Control Program, where title is retained in
the United States.
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request, for donation to eligible donees. Property for which
title was not transferred and which was not transferred to a
SASP was to be disposed of through normal procedures--sale,
abandonment, or destruction.

SECTION 6

This section of the Law repealed section 514 of the
Public Works and Economic Development Act of 1965. This was
a major change brought about by the Law.

The section 514 program came into existence in fiscal
year 1975 as a result of an amendment to the Public Works
and Economic Development Act Amendments of 1974. Under the
program, Federal cochairmen of seven (subsequently increased
to eight) Regional Action Planning Commissions, operating
within their economic development regions as established by
the Secretary of Commerce, were authorized to obtain excess
property and to distribute it locally by loan or gift for
economic development purpeoses. Recipients, which did not
have to be Federal grantees, included States or their politi-
cal subdivisions, tax-supported organizations, Indian tribes
or units, nonprofit private hospitals, and nonprofit colleges
or universities.

Both the House and Senate Committees' reports concluded
that the program, in 1 year, had become the largest taker
of excess property for non-Federal use and that it should be
eliminated. Both Committee reports pointed out that economic
development would be one of the new purposes for which sur-
plus property could be donated and that the former secticon
514 recipients would be able to qualify as donees.

SECTION 7

This section of the Law resulted from GSA's takeover of
HEW's functions relating to the Donation Program. OMB was
told to determine which HEW perscnnel, property, records, and
funds should be transferred to GSA to compensate for the shift
in functions and to direct when they should be transferred. In
addition, OMB was told to direct any other measures it deemed
necessary for the transfer. '

SECTION 8

This section of the Law amended title VI (General Provi-
sions)} of the Pederal Property and Administrative Services Act
of 1949 by prohibiting sexual discrimination in any program or
activity carried on or receiving Federal assistance under the
act.
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full and independent evaluation of the operation of
this Act, (2} the extent to which the objectives of
this Act have been fulfilled, (3) how the needs
served by prior Federal personal property distribu-
tion programs have been met, (4) an assessment of
the degree to which the distribution of surplus
property has met the relative needs of the various
public agencies and other eligible institutions,
and (5) such recommendations as the Administrator
and the Comptroller General, respectively, determine
to be necessary or desirable."
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One trailer was located at an instructor's residence and was
used for personal use. The SASP subsequently informed us
that the compressors were put into use at the museum.

--Donee: City of Brownfield

(Property item: crane; acguisition cost: $14,200; donation
period: more than 12 months)

This item had never been used by the donee. Before our
visit, the donee had certified to the SASP that the item was
in use. The SASP subsequently informed us that the crane had
been put into use by the c¢city.

--Donee: Anton Independent School District

(Property item: all-terrain vehicle; acquisition cost: $689;
donation period: 7 to 12 months)

This item was acquired to use when connecting the sprinkler
system for the football field. At the time of our visit, a
school employee had the vehicle at his residence for his grand-
children to play with. The SASP subsequently informed us it had
required the donee to return the vehicle.

~-Donee: City of Big Spring

{Property item: electronic testing equipment; acquisition
cost: $2,387; donation period: more than 12 months)

This item had been loaned to a local TV cable station.
The donee representative told us that he was unaware of the
restrictions which prohibited the loan of the equipment.
The SASP subsequently informed us that the donee had advised
it that the item had been repaired by the TV station and
that it was used.

—--Donee: Lubbock Christian College

(Property item: electronic test set instrument;
acquisition cost: $5,000; donation period: less than
6 months)

This item had not been used. The donee representative
told us he did not know how to use the item. The SASP
subsequently informed us that the donee had returned the
property.
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MISSOURL
—-Donee: Linn Technical College

(Property items: six sets of helicopter main rotary blades;
acguisition cost: $25,674; donation period: 7 to 12 months)

The donee representative told us that these blades, al-
though usable, were being cut into small pieces for use in a
blade repair course. We located the six cases in which the
blades had been shipped, but could identify only two sets of
blades. The SASP subsequently informed us that the property
was being used for training purposes as stated by the donee.

--Donee: University of Missouri - Rolla
(Property items:

--milling machine; acquisition cost: $11,019;
donation period: 7 to 12 months

--solder machine; acquisition cost: $21,335;
donation period: 7 to 12 months

-~-grinding machine; acquisition cost: $3,305;
donation period: 7 to 12 months)

Of these items, the milling and grinding machines had
never been used; in fact, they were stored outside. The
university had previously certified to the SASP that these
items were being used to make parts for scientific equipment.
The university also had certified that the soldering machine
had been cannibalized. We found this had not been done.

The SASP subsequently informed us that corrective action had
been taken concerning this property. We do not know the
nature of the corrective action.

--Donee: State Fair Community College

(Property items: seven hydraulic test stands; acquisition
cost: $21,000; donation period: 7 to 12 months)

Five of these stands had been completely disassembled.
The donee had reported to the SASP that all seven were opera-
tional. A college official stated that two stands will be
used in a machine technology course to be taught next semester.
The residue from the five disassembled stands will be used for
spare parts. The SASP subsequently informed us that it agreed
with our findings, but that, overall, this donee properly used
many items of donated property.
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The item had never been used. The donee had told the
SASP in April 1979 that he wanted the SASP to take the item
back because it would not be used. At the time of our visit
in October 1979, the city still had the trailer and was not
using it. In commenting on our draft report, the SASP did
not specifically mention this property item.

--Donee: Monroe City

(Property item: helicopter quill assembly:; acquisition cost:
$1,178; donation period: more than 12 months)

This item was not in use. In fact, the city had no
helicopter. The SASP subsequently informed us that it had
reported this situation to GSA for further investigation.

UTAH

--Donee: West Millard Hospital

(Property item: arc welder; acquisition cost: $1,151;
donation period: more than 12 months)

This item had been loaned to a local welding company since
its donation. It was being used in the normal course of the
company's business. The welding company does some work for the
hospital in return for the use of the arc welder.

—--Donee: West Millard Motor Posse

(Property item: trailer; acquisition cost: $11,845;
donation period: less than 6 months)

This item was given by the donee to the Melville
Irrigation Company. The irrigation company is not authorized,
and may not be eligible, to participate in the Donation Program.
The trailer is being used to haul weed-control tanks. The donee
representative told us that he was not familiar with SASP re-
strictions on the use of donated property. Also, Motor Posse
members had obtained hardware from the SASP for use on their
farms and had obtained footlockers to use as toy boxes for
their children.

--Donee: Eskdale High School

(Property item: tank truck; acquisition cost: $22,584;
donation period: more than 12 months)
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This item was in need of repair and had not been used
since it was donated. The donee representative told us the
truck would be used if repair parts were found. The l-year
period during which the item was required to be used had
expired.

(Property item: truck; acquisition cost: $4,216; donation
period: more than 12 months)

This item, although operable, had not been used since it
was donated. The donee representative had no explanation as
to why it was not being used. The l-year period during which
the item was required to be used had expired.

--Donee: Colorado City Metropolitan Recreational District

(Property item: engine; acquisition cost: $552; donation
period: more than 12 months)

This item had not been used since it was donated. It
was found still in its shipping container. The donee
representative told us it would be used in the future. How-
ever, the l-year period during which the item was required
to be used had expired.

MONTANA
—--Donee: Cascade Rural Volunteer Fire Department

(Property item: forklift; estimated acquisition cost: $1,500;
donation period: less than 6 months)

This item was located in a vacant lot and clearly not in
use. The donee representative told us that the item had not
been and would not be used but would be sold.

(Property item: forklift; estimated acquisition cost: $3,800;
donation period: less than 6 months)

This item had been repaired and was being rented to a
commercial feed store.

(Property item: forklift; estimated acquisition cost: $3,000;
donation period: less than 6 months)

This item also had been repaired and was being rented to
the commercial feed store.
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ABRAHAM RIBICOFF, CONN., CHAIRMAN SURCOMMITTEE
MENRY M. JACKSON, WASH.  CHARLES W. PERCY, ILL DAVID PRYOR, ARK.. CHAIRMAN
THOMAS F, EAGLETON, MO, JACOR K. JAVITS. Ny 1M SASSER. TENM. TED SYEVENS, ALASKA
LAWTON CHILES, FLA, WILLIAM v, ROTH, JR, DEL.
BAM NUNM, GA, TED STEVENS, ALASKA JOHN KNOX WALKUP
JOHN GLENN, OHIO CHARLES MC C. MATHIAS, IR., MO, CHIEF COUNSEL AND STAFF DIRECTOR
JIM SASSER, TENN. JOHM C. DAMFORTH, MO.
DAVID PRYOR, ARK, WILLIAM S, COMEM, MAINE
CARL LEVIN, MICH, DAVID DURENBERGER, MINN.

e QTR A b AVlnited Hiates DHenate

COMMITTEE ON
GOVERNMENTAL AFFAIRS

SUBCOMMITTEE ON CIVIL SERVICE AND
GENERAL SERVICES

WASHINGTON, D.C. 20510

June 22, 1979

Elmer B. Staats, Comptroller
General

General Accounting Office

441 G Street, N.W.

Washington, D. C. 20548

Dear Mr. Staats:

During the consideration of S. 588, the International
Development Assistance Act of 1979, Senators Javits and
Pryor engaged in a colloquy regarding the experience of
the Agency for International Development and private
voluntary organizations with regard to excess federal
property. Moreover, it was agreed that the General
Accounting Office study being made pursuant to Public Law
94-519% should provide information that would be very use-~
ful in considering this issue.

Because of the schedule for hearings of the Foreign
Relations Committee on the 1980 Foreign Assistance bill,
information regarding the Agency for International Develop-
ment and private voluntary organizations will be needed
earlier than the April 17, 1980 deadline for the complete
study under Public Law 94-519.

We, therefore, request that the portion of the
Public Law 94-519 study that relates to the Agency for
International Development and private voluntary organiza-
tions, together with such additional information as is
necessary to give a full review of the experience of
those agency programs under current law, be provided by
January 17, 1980. We also request that the report be
made to both the Foreign Relations Committee and the Civil
Service and General Services Subcommittee of the Govern-
mental Affairs Committee.
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June 19, 1979

the smallnesa of the amount. Applied in
the right places, it can do a lot, espe-
cially to see that previously approved
sales are in fact consummated, despite
Sudan’s extreme economic and foreign
exchange difficulties, which has required
Budm to accept strict conditions from

Bo I hope, Mr. Pres{dent, that Senator
McQovesN, my colleague for the major-
lty. might consider favorably the adop-

tlon of this amendment. It could make
poasible the early recelpt of urgently
needed equipment. Sudan’s security situ-
atlon has been gravely jeopardized in
récent months by an enormous influx of
refugees from Eritrea and Uganda,
which severely conplicates its border
socurity problems,

I yleld to the Senator from Florida.

Mr. STONE. Mr. President, I join in
sponsoring this amendment with the dis-
tinguished senior Senator from New
York, who has just led s mission to the
Budan and viewed the situation in per-
son.

We are in a series of Middle East nego-
tiations i which one of the most im-

Arab States. only a few in nitmber, which
support it. The pressure on those moder-
nte Arab States which support the Sadat
fegotiating process is strong. But it is

port of those moderate states in the Arab
world which are themselves standing up

for the peace process so important to the
gosls of the United States and the Middle
Fast In resisting Boviet penetration and

dn resisting radicalization of the area.
This amendment will help us do that,
bacause it will not only reassure the lead-
“ahip and the citizenship of the Sudan
‘st the United States admires, respects,
4nd supports their courage in standing
up for the Middle East peace process, but
that we do so tangibly, and not merely
once, as we did a few weeks ago, but re-
peatedly, to insure that we, the United

1 therefore hope not only that the com-
mitiee and the Senate will accept this
amendment, but that the conferance will
accept this amendment. It will do & ot
Ior the U.8. role in the Middle Eait, to
show that we mean business and support
our friends.

Mr. JAVTTS. I thank my colleague very
much.

Mr. President, I have just one further
brief word of explanation. We figure on
$1 million as covering additional equip-
ment and $700,000 to cover transporta-
tion coats which have accrued on the $5
million in foreign military sales credits
which we have provided the Sudan in
fiscal 1876, Inflation and balance of pay-
ments problems for that country have
eaten heavily into the $5 miilion eredit

program which we have already given.
That is the composition of the $1.7 mil-

CONGRESSIONAL RECORD — SENATE

lion figure. High priority shouuld ge to
such items as bulldozers, jeeps and spare
parts.

Mr. President, the problems of the
Sudan are enormously complicated by
the fact that it has taken tens of thou-
sands of refugees from Eritrea which is
being “pacified” by Ethiopia with the ald
of Cubans, and about 100,000 refugees
have come over Ifrom Uganda into
Sudan’s already volatlle southert prov-
Inces. Up until the early 1670’s there was
war between the north and the south in
the Sudan and the refugee Influx could
unsettle that situation, especially if Lib~
ya, which backs Idi Amin and opposes
Budan’s support of Sadati, tries to stir up
trouble,

For all of these reasons, Mr. Presi-
dent, I hope the majority may see fit
to accept this amendment.

Mr. McGOVERN. Mr. President, I
agree with everything the Senator from
New York and the Senator from Florida
have sald about the importance of us
providing some modest assistance to the
Sudan at this time. I only wish that our
own budget pressures were not so in-
tense so that we could do more. If
there is any legitimate clalmant on
American understanding and support at
this time in Africa, it Is the Sudan. Sena-
tor Sronk and Senator Javits have both
drawn attention te the role the Sudan
has played in supperting President
Sadat's initiatives for peace in the Mid-
dle East. But beyond that, the Sudan is
a vitally tmportant country in its ewn
right. It is the largest country in terms
of land mass on the African Continent.
It has one of the best records on human
rights of any country in Africa. Under
the leadership of President Numayri it
has peacefully and successfully termi-
nated the 17-year civil war.

It serves as a bridge between the Afri-
can world on the one hand and the Arab
world on the other. In that sense, it {8
crucial to our hopes for stabilily of the
Middle East and also throughout Africa.
Benator Javits has said it has an un-
stable border situation today. It has heen
overrun with refugees from the war in
Uganda. The Chad civil war is waging
next door. There i3 the problem with the
Eritrea refugees.

All of these things, including the diffi-
culty with Ethiopia, have placed new
pressures on Sudan.

A few days ago the Forelgn Minister
of Sudan, Dr. Francis Deng, called in my
office ‘and urged consideration for a
much larger American ald response to
the needs of the Sudan.

It is my understanding that he will
see Benator Javirs and other Senators
this week.

The Sudanese Ambassador accom-
panied him, and I told them that because
of the budget pressures we are oparating
under this year and the fact that it is
already late in the legislative year, it
would be difficult for us at this point to
look for larger economic assistance. But
I think this very modest proposal that
Senator Javits has made is one that the
Senate and the Congress ought to ac-
cept.

I thihk our colleagues know that Sen-
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ator Javits gave up his Memorial Day
recess to make a very strenuous trip to
the Sudan at the request of the Congress
and with the full support of the Presi-
dent and the administration to look at’
the situation there.

What he has to say on these problems
is more up to date and more current
than any of the rest of us are capable
of bringing to bear on the problem.

For all of these reasons, Mr. President,
I not only support his amendment but I
very much hope it will be adopted by the
Congress.

Mr. JAVITS. I thank the Senator.

Mr. President, I yield back the re-
mainder of my time.

Mr. McGOVERN. Mr. President, I
vield back the remainder of my time.

The PRESIDING OFFICER (Mr.
BoRren). All time has been ylelded back.
The question is on agreeing to the
amendment,

The amendment was agreed to.

Mr. JAVITS. Mr. President, I move to
reconsider the vote by which the amend-
ment was agreed to.

Mr. McGQOVERN. Mr. President, I
move to lay that motion on the table,

The motion to lay on the table was
agreed to.

Mr. JAVITS. Mr. President, I yleld
myself 5 minutes.

Mr. President, I take the benefit of the
presence of the Senator from Arkansas
(Mr, PrYoR) i8 in the Chamber to ad-
dress a question to him. He chairs the
appropriate subcommittee of the Gov-
ernmental Affairs Committee that deals
with the disposal of excess government
property. I'ask him if he will be kind
enough to comment on a problem of
which I have beeome aware which seems
to me to be worthy of his and the Sen-
ate's consideration.

It appears that, in the course of the
1aat 3 years, we have reduced greatly the
capability of AID, the government
agency which we are considering today,
to acquire excess U.8. Qovernment prop-
erty. Its former priority vis-a-vis the
Btates and the other units of the Pederal
Government was reduced by legislation
passed in 1977. It now does not have that,
because 1t i3 required to put up 25 per-
cent of the original cost of this excess
property in order to get it for Its
purposes.

I had Ih mind restoring that priority,
but with a limit. While there are billions
of dollars involved, my smendment
would have put a celling on AIDYs prior-
ity of $356 million worth of U.S. Govern~
ment excess property. The private vol-
untary organizations, the church groups,
the American Red Cross, and the many
other organizations supported by United
States people who are philanthropic in
their outlook, which function so effec-
tively overseas—would have been given
access to $10 million worth of excess
property. I realize, as I studied the ques-
tion of introducing this amendment to
restore the priority of AID and the pri-
vate voluntary organization that other
very serious problems have arisen as a
result of the 1977 law. So I thought that,
perhavs, instead of resolving this AID
question through the introduction of an
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MAJORIT MEMBERS
JACK BROOKS, TIX., CHAINMAN
L. H. FOUNTAIN, N.C.

DANTE B, FASCELL, FLA.
WILLIAM 3. MOORMEAD, PA.
BENIAMIN 5. ROSENTHAL, N.Y
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GLENN ENGUISH, OKLA.
ELUIOTT H. LEVITAR, GA.
DAVID W. EVANS, IND.
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NINETY-SIXTH CONGRESS

Congress of the United States

Bouse of Representatibes
COMMITTEE ON GOVERNMENT OPERATIONS
2157 Rapburn Bouge Gffice Building
Washington, B.E. 20515

October 11, 1979

Honorable Elmer B. Staats
Comptroller General
General Accounting Qffice

441 G Street, N.W.

Washingto

Dear Mr.
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MINORITY MXMAERS
FRANK HONTON, K.Y.
JOHN N, KL ENSORN, ILL.
JOHM W, WYDLER, M.Y.
CLARENCE J. BIOWN, CHID
PAUL N, MC CLOSKEY, JR., CALIF.
THOMAS N. KINDNESS, OHIO
ROSENT B. WALKER, PA.
ARLAN STANGELAND, MINM,
M. CALDWELL SUTLER, VA.
LYLE WILLIAMS, OHIQ

WAYNE GRISHAM, CALIK,
Ot DECKARD, THO.

MAIORITY—228-5031
IMHINGIRITY——225-5074

This concerns the Federal program tc donate surplus personal
property to State and local organizations for public purposes,

authorized by section 203(j) of the Federal Property Act.

That section was amended in 1976 by P.L. 94~519 to consolidate
many similar but separate property distribution programs and
establish an orderly, efficient, and fair system under GSA acting
in partnership with the States.

Section 10 of P.L.

94-519 requires GSA and GAQ to submit

separate reports to Congress thirty months after the effective
date of P.L. 94-519 (October 17, 1977), and each succeeding two

years., The reports will evaluate the Act's operation, the

fulfillment of its objectives, how prior programs' needs are
being met, and how the relative needs of various recipients are

being met.

In connection with your work on the first report, due in

April 1980, we request that you include the matter of costs
of care and handling of surplus property to be donated.

Section

203(j) separates such costs from the nonreimbursability specified
for such transfers of property to the various State agencies for

subsequent donation.

There is, of course, a necessary relationship

between such costs and the service charges that section 203(j) {4) (D)
indicates may be collected by the State agencies from participating

recipients.
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N Q Seneral
Services
L/ DN\ Administration Washington. DG 20405

JUNE 11, 1980

Honorable Elmer B, Staats

Comptroller General of the United States
General Accounting Office

Washington, DC 20548

Dear Mr. Staats:
Reference is made to the General Accounting Office letter of May 12,
1980, and the enclosed draft audit report, covering the implementation

and impact of Public Law 94-519 (assignment code 943179).

Our comments pertaining to the findings and recommendations of this
report are enclosed.

To assist you and the Congressional Committees in the continuing review
of the donation program, we have incorporated in our response details of

our regulations and procedures pertaining to our operation of this
program.

Sincer R

Re @ Freeman IIl
Administrator

Enclosure
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Recommendation: The heads of all Federal agencies review their plans,
policies and procedures pertaining to the transfer of excess personal
property to non-Federal grantee organizatlons and ensure that they are
in full compliance with the applicable provisions of P.L. 94-519.

Comment: We concur with this recommendation.

In a July 17, 1978, letter, the heads of those agencies who had histori-
cally furnished excess property to grantees were reminded of the require-
ments in FPMR 101-43.320 and requested to provide copies of their regulations
to GSA for review. A second letter was sent on March 6, 1980, to those
agencies furnishing property to project grantees subsequent to the

effective date of P.L. 94-519, again drawing their attention to the
requirements in FPMR 101-43.320 and requesting that the appropriate sections
of their procedures implementing these requirements be submitted to GSA

for review.

To insure that past misuse of excess property by non-Federal users does
not recur, GSA has proposed several FPMR amendments to tighten the
controls on such transfers. We will contact those agencies who are
furnishing property to grantees to request their close attention to the
provisions of FPMR 101-43.320 requirements in light of this GAO
recommendation.
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The principal donation functions of the six nonallocating regions are to
provide maximum property visibility, serve as liaison with the State
agencies and authorized donee screeners, and provide other assistance as
required. Having overlapping interests, the allocating and nonallocating
regional offices maintain close communications to maximize the transfer of
all surplus perscnal property. Under the supervision of the allocating
region, the regional office of locaticn allocates and approves the donation
of most nonreportable property.

The Donation of Surplus Property Handbook, PRM P 4025.1, outlines the
factors to be considered by FPRS when making allocations of surplus
personal property. More specifically, Chapter 2, paragraph Se(4), of the
Donation of Surplus Property Handbook contains the following instruction
pertaining to allocation decisions:

The quantity of property of the type under consideration which was
previously or is potentially available to a State agency from a more
advantageous source. This information can readily be obtained through

the maintenance by the allocator of historical registers covering specific
items of property having high donation potential. Each allocating office
shall establish historical registers by quantities, acquisition cost, and
condition code for property items to include, but not limited to, the
following Federal Supply Classification groups and classes:

(2) FSC 2310 - Motor vehicles (f) FSG 70 - ADPE configurations

(b) FSC 2320 - Trucks (g) FSG 24 - Tractors

(e¢) FSC 2330 - Trailers (h) FSG 34 - Machine tools

(d) FSC 4210 - Firetrucks (i) FSG 38 - Heavy equipment

{(e) FSC 6115 - Generators () FSG 39 - Materials handling
equipment

An additional source of historical information is found in the FPRS-1
computer system which has been programmed to record allocations of 26
highly desirable items. Regional allocators can use this system to
obtain detalls of most allocations by item and State. On November 2, 1979,
a memorandum was sent to all regions reviewing the instructions for the
use of the FPRS-1 historical register. From this we conclude that the
lack of historical reference referred to in the audit report is not due
to a weakness in program procedures, rather it stems from a lack of
adherence to existing procedures of long standing. This matter will be
brought to the attention of all FPRS allocating personnel. Comments
contained in the audit report relative to allocating activities indicate
that uniform nationwide program procedures would be desirable. This
observation will be reviewed with the regional offices and the State
agencies in an effort to obtain their cooperation in the attainment of
this goal.

We are continuously researching allocation criteria in an effort to make

them more effective. A revision to that part of the Donation of Surplus
Property Handbook which covers allocating procedures will be issued
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South Dakota, Utah, Washington and Wyoming. The organization was established
during the early 1950s to provide support to the Federal operation of the
surplus personal property domation program. This support includes maintenance
of a clerk at the FPRS, region 9, Personal Property Division office who
receives nonreportable property listings and expressions of interest from the
member States and prepares them to the point of allocation by FPRS. The cost
of this clerk is shared by the WSSPO States. An additional goal of the WSSPO
organization is to reduce the participating States screening costs.

There are 26, Defense Property Disposal Offices (DPDO), 12 of which are major
locations generating large quantities of property, and a large number of genera-
ting DOD contractors and civil agencies located in the WSSPO States. They are
spread out over an area of almost 2 million square miles and are some of the
highest generators of property in the nation. It is further noted that the
combined national entitlement of the WSSPC States is only 15.03 percent, an
average of 1 percent per State. Under these circumstances the western States'
procedure of having only one State screen each generating location to develop
nonreportable property listings which are circulated to the other 14 States

has proven satisfactory to the member States despite the fact that the listings
include only a brief noun description and the National Stock Number. Records
indicate that very little property moves out of the WSSPO States to non~WSSPO
States which has proven to be counterproductive to our efforts to achieve fair
and equitable distribution of surplus propertv on a nationwide basis.

On the negative side property generated to property donated ratios at genera-
ting locations in the WSSPO area average approximately 12 percent as compared
to .7 percent at generating locations throughout the balance of the country.
This indicates that large quantities of donable property generating in the
western States are being passed up as a result of the limited onsite screening
and the brief property descriptions. As indicated above, the unique abundance
of property and the unusually long distances between State agencies and the
generating locations have combined to make the WSSPO program practical for
that area.

In the past, consideration has been given to the establishment of "WSSPO -
like" organizations in the eastern, midwest and southern areas of the

country. The States in each of these areas have not been supportive of these
efforts for a variety of reasons. Distances are not as great nor is property
as abundant in these areas as is the case in the western States. The 12 major
DPDO's located in the WSSPO area generate quantities of property which easily
satisfy the total 15 percent entitlement of the member states. Twenty-two
major DPDO's are located throughout he balance of the nation and these DPDO's
must satisfy most of the 85 percent entitlement of the non-WSSPO States. Under
these circumstances the non-WSSPO States find it to their advantage to under-
take more intensive and effective onsite physical screening programs to ensure
that all available property is carefully reviewed. It is known that the type
and condition of the property which meets donee needs varies from State to
State. Experience has shown that onsite application of an indepth knowledge
of donee requirements during the screening process greatly increases program
effectiveness and the ability of the State agencies to provide a high level
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educational and public health institutions to acquire valuable training
leading to an acceptable level of professionalism. During Fiscal Years
1978 and 1979, the AIMC staff conducted the course 5 times at the U.S. Army
Logistics Management Center, Fort Lee, Virginia. The AIMC staff also
conducted this screeners training school once each at Denver, Colorado,

and Phoenix, Arizona, during Fiscal Year 1979, in an effort to be of
benefit to the largest possible number of program participants. The

course has been scheduled for three sessions during Fiscal Year 1980,

The growth and refinement of onsite screening activities outlined above

has contributed significantly to the fact that there has been a steady
increase in the numbher of State agenciles which have met or exceeded

their national entitlements. During Fiscal Year 1978, 32 out of 54

State agencies met or surpassed their national entitlements, a favorable
comparison to Fiscal Year 1977, when under the Department of Health, Educationm,
and Welfare's control only 26 out of 54 State agencies met their national
entitlements. In Fiscal Year 1979, improvement continued as 35 out of 54
State agencies either met or exceeded their national entitlements.

Characteristically, the donation program has been conducted with a high
degree of flexibility and in close partnership with the State agencies to
accommodate the day-to-day changes in policy, the economy, public needs,
property availability and State agency capabilities. All State agency directors
are familiar with the western States screening and allocating operation.
About one year ago, during a meeting of the National Association of

State Agencies for Surplus Property (NASASP) at Nashville, Tennessee,

the techniques for screening and allocating surplus property, including
the WSSPO procedures, were discussed. At that time it was determined that
further review was necessary before any changes to the present policies
and procedures relating to these activities could be considered. A
committee consisting of representatives of the State agenciles and FPRS
was formed to undertake such a review. The findings of this committee
were discussed at a subsequent meeting of the NASASP Executive Committee
where 1t was noted that the overwhelming opinion of the non-western

States was that expansion of the WSSPO concepts into their areas would

not be advisable. In view of this any action on the part of FPRS to extend
the screening procedures used in the western part of the United States to
other areas of the country would be unilateral. Such unilateral actions
are contrary to the policy of Federal/State cooperation intended by the
law and they undoubtly would fail to gain the support of the States.

Recommendation: Take the necessary actioms, including establishment of
timetables and penalties, to require States to submit permanent, legislatively,
developed State plans of operation for their State Agencies for Surplus Property.

Comment: We agree in part with the requirement of the States operating

under a permanent plan, but do not concur that the plan be one which is
a legislative developed plan.
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October of 1980. Five States have not scheduled external audits and have
been advised of their delinquency {(Connecticut, Maine, New Hampshire,

West Virginia, and California). FPRS Numbered Memorandum DPD-14-79
(Attachment 1) was issued on June 20, 1979, to remind the regions and State
agency directors of the requirement for biennial external audits., This
memorandum was supplemented by our memorandum of March 12, 1980 (Attachment
2), which was directed to the Personal Property Division Directors having
State agencies within their regions which had not complied with the external
audit requirements. These directors were instructed to advise delinguent
State agencies that, in accordance with FPMR 101-44.202(e), allocation and
transfer of Federal surplus property may be withheld until their external

audits are completed. [gee GAO note, p. 131.]

Recommendations: Take action to prevent State agencies from assessing service
charges which are excessive and/or inconsistent.

Comment: Procedures to ensure reasonable and consistent service charges are
established.

The Federal Property and Administrative Services Act of 1949, as amended,
section 203(j)(4)(D) provides for the assessment and collection of service
charges by State agencies. These charges, which are paid by the participating
recipients, cover direct and reasonable indirect costs of the State agencies
activities, The law requires that the method of establishing such charges
shall be set out in the State's plan of operation and that such charges shall
be based on services performed by the agency, including, but not limited to,
screening, packing, crating, removal and transportation. 1In keeping with
this authority, the State plans include discounts to be applied to service
charges when the State agencies costs are reduced due to donee screening,
pickup, etc.

As indicated in the draft report, there are instances where errors in
Judgment and lack of training result in the assessment of inconsistent or
excessive gervice charges. BSuch practices are usually disclosed during the
biennial review of the State agency by the FPRS regional office. The
requirement for specific corrective action is then discussed with the
director of the ~tate agency and included in the review report which is
submitted to State officials.

The schedules for service charges included in the State plans of operation must
be applied with judgment. The actual value of used personal property is
affected by a wide variety of factors including age, condition, potential

use, availability and shipping and handling costs. Any or all of these

factors can justify a modification of a service charge (usually downward)

to satisfy the requirement that such charges must be fair and equitable.

Where it is noted that the judgments of the personnel of a State agency, as they

relate service charges, are inconsistent, improvement will be effected by closer
FPRS oversight and management and training.
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The Federal Property and Administrative Services Act of 1949, as amended

by P.L. 94-519, requires that the State plan of operation contain provisions
for the recovery of donated property not put into use by the donee within 1
year of acquisition or used by the donee for 1 year thereafter. The State
agency is permitted tc impose its own terms and conditions on the use of
donated property. In the case of passenger motor vehicles or property with

an acquisition cost of $3,000 or more, the State agency shall impose terms,
conditions, reservations, and restrictions in addition to the Federal require-
ments. The Administrator of General Services may impose special handling
conditions or use limitations on items with special characteristics.

The FPMR and the State plan of operations reflect the provisions of the

Act by requiring each State agency to implement an affirmative compliance
program. The FPMR require documentation on each State agency distribution
document of the primary purpose for which the property is to be used and
the perpetuation of FPRS imposed special handling and use limitations.
States are also required to conduct property utilization surveys. The
State agency distribution document is the primary means by which each

donee is informed by the State agency of the specific terms and conditions
applicable to donated surplus perscnal property. The terms and conditions
of the donation are printed on the back of each distribution document. The
State agencies also require donees to execute Conditional Transfer Documents
prior to the donation of surplus aircraft and vessels. The terms of these
conditional transfer documents place vessels and noncombat aircraft under

a 5-year period of restriction whereas combat aircraft are subject to
restrictions in perpetuity.

To ensure State agency conformance to its State plan and its compliance
responsibility, State agency operations are required to have an external
audit once every 2 years and an internal audit in alternate years. In
addition, FPRS conducts a review of each State agency during nonexternal
audit years to evaluate the State agency's conformance to its State plan
and program regulations. FPRS also has the option to conduct its own

State agency audit predicated upon its determination that such an audit

is necessary and due notice of the impending audit is given to the Governor.

A chapter is being prepared for inclusion in the Donation of Surplus
Personal Property Handbook, which provides comprehensive guidelines for

the FPRS staff and State agencies on procedures for correcting noncompliance
of surplus personal property transferred to State agencies for donation to
public agencies and other eligible nonprofit tax-exempt institutions and
organizations (Attachment 3). [See GAO note, p. 131.]

Noncompliance, as defined in the Handbook, refers to cases involving
the misuse or mishandling of donated surplus personal property conveyed
under applicable provisions of section 203(j) of the Federal Property
and Administrative Services Act of 1949, as amended.

The State agency has compliance responsibilities for personal property

donated to public agencies and tax-exempt, nonprofit activities pursuant
to the Act. Under the Act, and consistent with the provisions of the
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Any funds, including the gross proceeds of sale, or the fair value, or

the fair rental value of the property, derived by the State agency from
enforcement of compliance inveolving a breach of any special handling
condition or use limitation imposed on donated property by FPRS shall be
remitted promptly by the State agency to FPRS regional office for

deposit in the Treasury of the United States. Funds derived by the State
agency from any compliance action involving any terms, conditions, reser-~
vations, or restrictions imposed on the donee by the State agency or release
thereof, subject to the limitations of waivers during the period of State-
imposed restriction, may be retained and used by the State agency as pro-
vided for in its plan of operation.

During the past 2 years, a total of 63 noncompliance cases were reported

and opened out of the thousands of donees currently participating in the
donation program. The 63 cases are separate from the noncompliance actions
involving on-the-spot corrections as a result of State agency utilization
reviews. Most of the noncompliance cases involved surplus property not put
into use within the 1 year period, surplus property used for personal purposes,
and illegal sale of property to individuals by donees. These cases were
opened as a result of State agency utilization reviews, audits, or FPRS
reviews of State agency operations.

Many noncompliance situations can be minimized or prevented through training
of program personnel in this important area of program management. FPRS
"Donation Program Eligibility and Compliance Management Course' was
developed and initially held in Kansas City, Octcber 29 through November 2,
1979, with 35 attendees. The second course was held in Carson City, Nevada,
the week of April 7, 1980, irn conjunction with a Regions 8, 9, and 10
GSA/State agency area conference. Additional courses will be held if
resources permit.

Guidance in problem areas concerning permissable uses of property during
the period of restrictions are also provided through FPRS Central Office,
Donation Program numbered memoranda, issued jointly to Regional Adminis-
trators and State Agency Directors.

The contrels imposed on the States and donees under P.L. 94-519, the FFMR
implemented by FPRS, and the terms, conditions, reservations and restrictions
gset forth on the State agency distribution document provides the necessary
controls for monitoring the use of property by donees.

All noncompliance activity recirded in the General Accounting Office

report are being reviewed and corrective action will be taken in accor-
dance with program procedures previously discussed.
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The list of items in the GAO findings shows oscilloscopes as an example of
common-use items requiring reimbursement. Oscilloscopes are in FS5C class
6625 which is defined as scientific equipment in FPMR 101-43.320(b) (2) (iv)
and should not be included on the list.

Page 28 - first paragraph: Rewrite last sentence as follows: "Upon
request and as a prior condition of approval of the transfer of excess
personal property for use by project grantees, the grantor agency shall
furnish GSA with copies of its published surveillance procedures and its
grantee recordkeeping system."”

Page 29 - first paragraph: GSA has nou. yet accepted DOL's procedures as
adequate. A March 6, 1980, letter to DOL and several other agencies
requested that the appropriate sections of their procedures implementing
the recordkeeping and oversight requirements of 41 CFR 101-43.320 be
submitted to GSA for review.

Page 84 -~ last paragraph: The decline in AID acquisition of European excess
in FY 1978 and 1979, the pericd covered by the report, cannot be attributed
to the implementation of P.L. 94-519 because the lower priority for AID

in Europe was not implemented until October 1979.

We suggest the AID section of the report be edited and clarified. The
sequence for issuance of property to voluntary agencies was not changed
by P.L. 94-519. The report should indicate there was no impact on AID
programs except those clearly mandated by the Congress; ie, AID grant
programs and that GSA has the authority, after consultation with the
appropriate agency head, to revise the sequence of issuance for foreign
excess property under gection 402(c) of the Federal Property Act.

GAO note: MNAttachments 1, 2, and 3 are not included in the
final report.
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Another general area of concern is the failure of the report to address the
appropriateness of the FPMR implementing regulations dealing with the
limitation on the amount of equipment that can be obtained under a grant.
The regulation provides that the amcunt that can be obtained without special
justification is limited to the amount of the grant and is based on the
original acquisition cost. The report assumes that this regulation is
appropriate, despite the facts that the Law contains no such limit, and that
the market value of the equipment is generally only about 10% to 15% of the
acquisition cost.

A final general comment concerns the area of property use surveillance
procedures. During the audit, we voiced our concern with the diametric
approaches of OMB and GSA on this subject. The OMB essentially prohibits

a comprehensive surveillance program with respect to new equipment purchased
with grant funds and the GSA requires such a program with respect to excess
property. Despite our verbal request to the GAO and written comments to GSA
on the subject, there is no mention or recognition of this dilemma in the
report.

Chapter 2 — General

Much of chapter 2 of the draft report concerning the impact of PL94-519 on
excess property programs is based on the assumption that Congress passed

this law because of "concern that significant amounts of excess personal
property were being transferred by Federal agencies to non—-Federal recipients
when much of this property might have been needed by Federal agencies for
their own internal use and that much of this property was not being used
effectively by the non—Federal organizations'. This assumption is not
consistent with our understanding of the background leading up to passage

of the Law. The Foundation was actively involved with the events leading

to the enactment of PL94-519. Neither these events nor the Committee reports
lend support to there being a concern that significant amounts of excess
personal property were being diverted from internal agency use. The real
concern was that the property being claimed by some agencies, particularly
the regional commissions, was not making it into the surplus stage for
distribution through State agencies. The issue, therefore, was not whether
property should go to non-Federal organizations, but how—-at the excess or
surplus level.

Impact of Public Law 94-519 on Amounts of Excess Property Transfers.

This section of the report should be clarified te indicate that both before
and after enactment of PL34-519, requests for property by NSF grantees are
subject to a first call by Federal Agencies. The equipment is only made
available to NSF for transfer if no other Agencies have Lndicated an interest.

If the purpose of the Act was to increase use of excegs property by Federal
Agencies, one would have to conclude from the figures provided on page 8 that
the Act was a failure, since acquisitions by Federal Agencies for their own
use has decreased from $881 million in 1976 to $735 million in 1979. The
statement on page 8 concerning increased percentages of use by Federal
Agencies is apparently a function of the decrease in excess property
availability rather than an increase in the amount being taken by agencies
for internal purposes.
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in an exchange of letters dated May 23 and September 9, 1977, that "GSA
will not require reimbursement for an item not listed in the classifications
set forth in Sectiom 101-43.320(b)(2)(IV), and certified to by NSF as a
component part or related to a piece of scientific equipment, or an other-
wise difficult to acquire item needed for scientific research, unless GSA
determines that the item is 'common use' or 'general purpose', in which
case reimbursement will be required., With respect to the terms 'common
use' and 'general purpose' the final determination as to whether items
fall within such categories must rest with the approving agency, GSA".

As a matter of information, GSA has in fact returned a number of requests
with a determination that the item requested was 'general purpose' or
'common use'. It would indeed be unfortunate if the GSA were to interpret
the intent of the Law to preclude such transfers. We presume that such za
decision would not be made without providing the Foundation an opportunity
to voice its views on the matter.

VI

Property transferred to grantees for use on grants which were about to expire.

As indicated in the report, our internal procedures require the exercise
of careful judgment in cases where three months or less remain before a
grant will expire. In keeping with these procedures (NSF Circular 85),

we do monitor closely requests for equipment during the last three months
of a grant. Frequently, the Foundation is processing a request for a
renewal in support of the same project at the time the property request

is being processed. When this is the case and award of additional funds
is certain, the request is processed using the existing grant numbers for
identification. While use of an existing grant number may be technically
incorrect, it does not violate the spirit of the law. Changing the
identification after the new award is made would ounly add paperwork and
effort to the process without any apparent positive effects. 1In the cases
cited on page 26, renewal awards were made in support of the projects
funded by grants Nos. 7516769 and 7609807, and the performance period for
grant No. 7704606 was extended to April 30, 1979 by letter dated August 30,
1978. Concerning grant No. 7610580, the equipment was approved by NSF
nearly six months before expiration and by GSA more than three months
prior to the expiration date.

While the identification detail may be technically incorrect, the foregoing
certainly supports the notion that our internal procedures with respect to
transfers nearing the expiration date of a grant are being followed and that
careful and complete consideration is being given to such transactions.

Lack of adequate property use surveillance procedures by Federal grantor

agencies.

Excess property reviews are being made by Program Directors, the Property
Officer, and Grant and Contract Specialists in the Award Accountability
Branch of the Division of Grants and Contracts as part of their routine
site visits. Our auditors have also been asked to include a review of
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ATTACHMENT I

NATIONAL SCIENCE FOUNDATION
WASHINGTON., D.C. 20550
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Mr. Roy Markon

Commissioner

Federal Property Resources Service
General Services Administration
Washington, D.C. 20406

Dear Mr. Markon:

This responds to your March 6, 1980 letter concerning the recordkeeping
and oversight requirements of 41-CFR-43.320.

The records required by 41-CFR-101-43.320 (f), except for paragraph {e),
are readily available in the Property Section, Division of Grants and
Contracts. The annual property report forwarded to your office is
generated from these computerized records. WYWhile the percentage of excess
to the dollar value of the grant is a factor in our review process, this
data is not now accumulated. We will initiate action to include the
percentage in future reports.

With respect to the oversight requirements of 41-CFR-101-43.320 (g), we

are currently carrying out these activities in accordance with NSF

Circular No, 85 {copy enclosed) and our May 23, 1977 letter to the Assistant
Commissioner for Custcmer Service and Support. Reviews on-sight are made
by our Program Officers during the course of visits to grantee organizations
and institutions, and surveys by our Property Cfficer are inciuded in our
work plar.

As you are probably aware, the General Accounting Office has been conducting
a review of our excess property proagrem during the past year. During the
review we discussed our dilemma over complying with the intent of the FPMR
surveillance requirements with respect to excess property vis-a-vis the
restraints imposed by OMB with respect to property purchased under grants.
The GAO representative has indicated that they would discuss this point
with officials of OMB and GSA.
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U.S. Department of Labor Dtice wtintiecs Neneral
Wash ogton 207 20710
Repy ' the Atanton of
JUN 1 B 1980

Mr. H. W, Connor

Associate Director

Logistics and Communications Division
Distribution Management Group

Room 5832

441 G Street, N.W.

Washington, D.C. 20548

Dear Mr., Connor:

This is in reply to Mr. Ahart's May 20, 1980 letter
to Secretary Marshall reguesting comments on sections
of the draft GAO report entitled, "Implementation and
Impact of Public Law 94~519" which are applicable to
the Department of Labor. The Department's response
is enclosed.

The Department appreciates the opportunity to comment
on this report.

Sincerely,

Mot el G

RONALD GOLDSTOCK
Acting Inspector General

Enclosure

GAO note: These comments were deleted from the final report
on the basis of Labor's comments.
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and is best qualified to determine if the property

is needed and how it will be used. (b) Upon approval

by the GAR, the request is then forwarded to the Property
Officer for final determination/action.

3. Page 22, "Lack of procedures to assure that grantees
do not routinely acquire property costing more than
the value of their grants”

The report indicates that procedures to ensure compliance
with the FPMR limitation on the value of excess property
transferred to grantees had not been implemented by
various agencies "including the Employment and Training
Administration” of this Department. It should be noted
that the Department's procedures for determining the

need for excess property requires that a determination

be made of (a) the current property value held in the
grant, (b) the value of the proposed property acquisition,
and (c) the limitations of the grant. 1In most grants,
the dollar value for administration is limited to 15
percent to 20 percent of the dollar value of the grant
and thus serves as a safeguard for ensuring that the
situation cited in the report does not occur.

4, Page 27, "Property transferred to grantees
for use on grants which were about to expire"

The Department is cited as one of the agencies for

which the General Services Administration (GSA) approves
excess property transfer orders that contain no indication
of when the recipients' eligibility to acquire excess
property expires. Here again, the Department's procedures
as outlined above provide checks to determine the grant
expiration and performance dates. Since nearly all

of the grants (employment and training) which were

the subject of the General Accounting Office (GAO)
investigation expire at the same time, this is a very

easy provision to enforce.

5. Pages 27-28, "Lack of adequate property use surveillance
procedures by Federal grantor agencies"

The report notes that several agencies, including the
Department, had not implemented effective procedures

to oversee the propriety of use made of excess property
furnished to their grantees. The property handbook

for project grantees, which the audit report indicates

has been published, details property monitoring procedures.
These procedures are being followed, and since the

time of the GAO visit subsequent reviews of excess
property have been made as part of the normal surveillance
requirements.
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5.

funds for programmatic achievement. Also, grantees, mainly in the
corrections area, used excess property to enhance the grant project.
For example, the Stafford Correctional Farm in Arizona used excess
heavy moving ‘equipment (in bad condition) for inmate training. The
inmates rebuilt the equipment, sometimes by cannibalization, and
then used it on State roads. The inmates thereby received training
in equipment mechanics, equipment operation and road construction.
This particular grantee has not received any excess heavy moving
equipment since the implementation of Public Law 94-519,

Page 21 of the GAO draft report states that ". . . excess property was
being transferred to project grantees without a clear determination
having been made that the property was necessary and useable for
the purposes of the grant, as required by the FPMR.” Federal Property
Management Regulations (FPMR) are being rigidly followed. Chapter
4, paragraph 20c, d and e of Guideline Manual M7380.la specifically
require that all requests for excess property be certified for program
compliance. The procedure requires that the appropriate State planning
agency, the grant monitor, the central offices, and the General
Services Administration approve the transfer of all property based
upon the justifications provided. Coples of Standard Form 122 (Transfer
Order Excess Personal Property) showing typical program needs, justi-
cations and approvals are available for GAO's review.

[See GAO note, p. 144.]
The statement 15 made on page 21 of the draft report that ". . . the
transfer order is not reviewed and approved by a grant officer
who might have knowledge of the need or useability of the property.”
This statement does not apply to LEAA. Chapter 4, paragraph 20(f)
requires grant monitors to sign transfer documents (Standard Form 122)
attesting to the need or useability of the property. GAO should
delete the reference to LEAA as one of the agencies not complying
with this requirement of the FPMR. [See GAO note, p. 144.]

Page 22 of the draft report states that procedures had not been
implemented by LEAA to ensure that property was not being transferred
to project grantees, in terms of original acquisition cost, in excess

of the dollar value of the grant. Again, Chapter 4 of the Guideline
Manual provides the necessary procedure to comply with the above FPMR
requlrement. Records are maintained listing grantees, grant dollar
amount, and total Federal acquisition cost of excess property obtained
under the grant. These records immediately flag any evidence of
transfers in excess of the dollar value of the grant. The Guideline
Manual also requires that the dollar amount of the grant be placed

on the transfer documents. The reference to LEAA should be deleted
from this section of the report.

The statement is made on page 32 of the draft report that ", . . Federal
grantor agencies were not conducting adequate surveillance programs

to ensure that proper use was made of the property by grantees.” Although
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UNITED STATES DEPARTMENT OF AGRICULTURE
FOREST SERVICE
P.0. Box 2417
Washington, D.C. 20013

rﬁr. H. W. Connor

Associate Director

Logistics and Communications Division
Distribution Management Group, Room 53832
441 G Street, N.,W.

Washington, D.C, 20548

Dear Mr. Connor:

The Secretary of Agriculture assigned the Forest Service as the
lead agency in replying to your May 21 letter requesting Depart-
ment of Agriculture comments to the GAO draft report on the
implementation. and impact of Public Law 94-519,

We concur with the proposed agency recommendations in Chapter 2,
pages 33 and 33a of the draft. In addition, the proposed
recommendation to the Congress on page 10l to clarify what

cost should be included under Section 203 (J) (I) of the Federal
Property and Administrative Service Act of 2949 should strengthen
agencies' administration of Federal excess and surplus property
transfers to nonfederal organizations.

The enclosed summary includes comments relative to various
sections of Chapter 2 that clarify references and statements of

Department administration.

We appreciate the opportunity to review this draft report and
to make comments and suggestions.

Singerely,

Lo

R. PETERSON
Chief

Enclosure
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GAO Page 33a: . . .review their plans, policies. . .."

Comment: We periodically convene a group to update the Redbook as we have
done since 1956. After final recommendations are made to all
participating agencies we will make the necessary changes. We
fully agree with this recommendation.
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£ ¥ % | UNITED STATES DEPARTMENT OF COMMERCE

. % . | Office of Inspector General
%" & Washingtan, D C 20230

JUL t 1980

Mr. H. W, Connor

Associate Director

Logistics and Communications Division
U, S. General Accounting Office
Washington, D. C. 20548

Dear Mr, Connor:

This is in reply to Mr. Eschwege's letter of May 21,
1980 requesting comments on the draft report entitled
"Implementation and Impact of Public Law 94-519."

We have reviewed the enclosed comments and believe

they are respensive to the matters discussed in the
report.

Sincerely,

: N/

A \ M
"ﬂb/\g My IR

Mary P. Bass
Inspector General

Enclosure
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the General Accounting Office (GAQO) recommendations. In the
meantime, the Department also recommends that the complaints
about the surplus property donation program raised by former
recipients of regional excess property and cited in the GAO
Draft Report on pages 19 and 20 be addressed and where pos-
sible accommodations be made.

Sincerely,

kromens Pl

Frances E. Phipps
Special Assistant to
the Secretary for
Regional Development
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Recommendation: The heads of all Federal agencies review their plans,
policies, and procedures pertaining to the transter of excess personal
property to non-Federal grantee organizations and ensure that they are

in full compliance with the applicable provisions of Public Law 94-519
and the implementing FPMR.

The Economic Development Administration has reviewed its poclicies and
procedures and has concluded the feollowing.,

1. Since the Agency has not been participating in the excess
property program for further transfers of excess property since 1978,
there is no need to have any revision of policies and procedures,
except for those pertaining to inspections concerning excess property
currently in the hands of our grantees -- federally recognized Indian
tribes.

2. Page 29 of the draft report states that since the fall of 1978,
no on-site inspections have been conducted by EDA personnel. The
reasons for this are:

o During this time the Agency has had extremely limited
administrative funds. Travel funds have been available only
sporadically during this time and when they were available they
had to be assigned to higher priority work. The Agency has
applied for a supplemental administrative funding appropriation
for 1980. Should these funds become available in sufficient
amount, we will conduct the inspections required by the excess
property program. The Agency has also asked for the funding in
1981 needed to conduct the required investigations.

o It would be desirable to have the Bureau of Indian Affairs
(BIA)}) conduct for EDA the required inspections of excess property
held by federally recognized Indian tribes under EDA's excess
property program, The Bureau of Indian Affairs has personnel
available at all the Indian tribe sites and the required
inspections could be conducted with a minimum of effort and
expense. The Economic Development Administration and BIA have
negotiated costs for conducting selected inspections, and we
expect to implement this procedure when administrative funds for
this purpose become available. In the interim, EDA will require
certification by the Indian tribal holders of excess property that
such property is actually on hand and being used for the purpose
intended. Alsc, the Agency has been negotiating with the BIA over
the past 18 months to have BIA assume responsibility for all
Federal excess personal property transferred by EDA to federally
recognized Indian tribes.
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NASA

National Aeronautics and
Space Administration

Washington, O C
20548

JUN 1 21980

Reply 1o Attn of L

Mr. H. W. Connor

Associate Director

Logistics and Communications
Division

Distribution Management Group.,
Room 5832

441 G Street, NW

Washington, DC 20548

Dear Mr. Connor:

Thank you for the opportunity to review GAO's draft report
entitled, "Implementation and Impact of Public Law 94-519"

(Code 943179).

The draft report has been reviewed within NASA and our comments
are enclosed. We have suggested minor language modification for
clarity to one section,

If we can be of further assistance, please let me know.
Sincerely,

i Bu=C

Robert F. Allnutt
Acting Associate Administrator
for External Relations

cc: Mr. Stolarow
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FEDERAL EMERGENCY MANAGEMENT AGENCY
Washington. D.C. 20472

Mr. H. W. Connor

Associate Director

Logistics and Communications
Division

Distribution Management Group

441 G Street, N.W, Room 5832

Washington, D. C. 20548

Dear Mr. Connor:

In response to the letter of May 21, 1980, from Mr, Henry Eschwege,
Director of Community and Economic Development Division, our comments
on draft report "Implementation and Impact of Public Law 94-519"
(Code 943179) follow:

1. Page 8 - For clarity it should be noted that while the per-
centage of Federal agency use has risen, the dollar amounts have
remained relatively constant.

2. Page 17 - A statement should be added as follows:

The Agency has received numerous allegations from
State and local civil preparedness directors that
the Surplus Property Donation Program is not serving
their needs. These directors have alleged that:

a. There is a lack of useable property
available through the program.

b. State Agents for Surplus Property (SASP)
are not responsive to their needs.

c. SASP are asking unreasonably high service
charges.

d. The property is not distributed equitably
between States and within some States between
recipients.

e, There has been no increase in quality or
quantity of surplus property since the law

became effective.

Sincerely yours,

. Il {4 Zﬂu{,(‘f..q }\

ohn W. Macy, Jr.
Director
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Office of the Washington, D.C. 20420
Administrator
of Veterans Affairs

“V\ Veterans

Administration
HUNE 19 1980 T,

%
& 5
5 ;:b 4
w =]
E \~
“ &

Mr. Gregory J. Ahart s, o

. w <
Director, Human Resources Division Sapmin®

U. S. General Accounting Office
Washington, DC 20548

Dear Mr. Ahart:

Thank you for the opportunity to review the May 21, 1980 draft report,
"Implementation and Impact of Public Law 94-519," which discusses the
impact of the Public Law on Federal programs involving the transfer of
excess Government personal property to non-Federal organizations. This
report summarizes the General Accounting Office findings on the impact
of the Law on the Federal surplus personal property Donation Program.
It also addresses the impact of the Law on the Agency for International
Development and voluntary rellef organizations, and discusses Federal
costs of care and handling of donated property.

The Veterans Administration (VA) agrees with the report conclusions and I

believe it is important to emphasize the conclusion reached in Chapter 5.

The expenses executive agencies would Incur in identifying and accounting

for the costs of care and handling of excessed property probably would ex-
ceed the amount that would be recovered by imposing a surcharge on donees

as required by Public Law 94-519.

Because of this, and the fact that imposing a surcharge would cause a sig-
nificant number of donees to reduce or end their participation in the
Donation Program, the Congress may wish to review this requirement in the
Law. Such a review would determine if the collection requirement should
be eliminated entirely or, if it is retained, that it could be done in a
manner causing the least possible adverse effect on the state agencies.

Sincerely,

MAX CLE D l.

Administrator
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to the taxpayers. As stated earlier, we feel that the present policies on
handling donable property are reasonable and cost-effective.

Comments of an editorial nature have been provided directly to members of

your staff. We appreciate the opportunity to comment on this draft report.

Sincerely,

T
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Detailed Comments on GAO Draft Report
Dated May 19, 1980
"Implementation and Impact of Public Law 94-519"
(GAD Code 943179)(0SD Case #3438)

Page 89 and Page 90:

GAO Draft Comments:
" We believe that some of the costs DLA identified are not
recoverable under the Federal Property Act of 1949.,"

"DLA officials informed us that the cost accounts used were
not selected on the basis that they conformed to the Federal Property
Act, but because they were considered to provide direct processing costs
related to the handling of excess and surplus property while it is in
the disposal system. They agreed that had they restricted their selection
of costs to only those incurred by care and handling functions performed
for donated property, their cost estimate would have been much less than
$5.3 million."

"Some of the cost accounts DLA used in determining the donation
surcharge do not conform to the statutory definition of care and handling
as provided in the 1949 Act."

DoD Comment:

The repcrt does not identify which costs alleged to be improper
are included. DoD used direct costs associated with disposal functions
that support the donation program. There was no attempt to allocate
overhead services. We believe that the selection and proration of costs
applicable to the donation program are correct. The GAQD comments
should either be removed or made more specific.

Page 94:

GAQ Draft Comment:

"Officials of each [Civil Agency] organization told us the
time and effort spent on care and handling of donated property is so
small that it would be uneconomical to attempt te recover these costs.'

DoD Comment:

The Federal Donation Program for FY 79 was $452.9 miilion, of
which $280 million was DoD property. This leaves $172.9 million or
38.2% being donated by non-DoD activities. By applying a 2% care and
handling cost, which DLA has identified as applicable to DoD donatioms,
Federal Agencies would realize $3.458 million from their donations.
This is not an insignificant amount.
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Page 100:

GAO Draft Comment:

"-~A care and handling surcharge greater than 1 percent of
acquisition cost would seriously impact the Donation Program."

DoD Comment :

This conclusion is not supported by the table on page 98 of
the draft report.
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The 87% drop in the volume of domestic acquisitions during the period
October 17, 1977 through September 30, 1979 is attributable in large
measure to PL 94-519's Towering of A.I.D.'s priority to obtain property
for grant-financed programs.

In addition to a drastic reduction in the equipment available from GSA
for A.I.D. programs, the quality of available equipment also has suffered.
The condition of mechanical equipment that has survived screening by the
states and local organizaticns generally is so poor that it is not
economically feasible for A.1.D. to acquire the equipment, recondition

it in the United States, and transport it overseas to fulfill project
requirements. Property which A.I1.D. may wish to acquire for use by
grantees is not available until the last day of the entire screening
cycle. At that point, the property immediately becomes subject to
disposal as surplus and automatically is listed for bid sale, thus, no
time is provided A.I.0. for physical inspection of major items of equipment.

Pl 94-519 also has had a strongly adverse impact on the acquisition of
domestic excess property by registered U.S. voluntary agencies and other
eligible recipients under Section 607 of the FAA. These U.S. voluntary
agencies now find themselves competing with AID grant-funded claimants for
the culls of the donation program.

Finally, there are two conclusions in the GAO's draft report on A.I.D.'s
Excess Property Program {pages 30 and 39) which deserve mention. Specifically,
it was stated that,

"The only way for A.I.D. to obtain more excess property is
for the law to be changed raising the priority of its
grantees above that of the States," and,

"We believe the only way 607 recipients can obtain more
property is for the law to be amended raising their priority
above the States."

We endorse both conclusions and suggest that the GAQ recommend to the
Congress that the law be amended to provide for A.1.D. requirements.

We very much appreciate the opportunity you have afforded us to comment on
the applicable sections of the report, as presently drafted. We hope our
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UNITED STATES INTERNATIONAL DEVELOPMENT COCFERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

AJSISTANT
ADMINISTRATOR

Mr. J. K. Fasick 14 MaY 1580

Directar

International Division

United States General Accounting Office
Washington, D. C. 20548

Dear Mr. Fasick:

Thank you for your letter of April 16, 1980 enclosing copies of the draft
report to Congress entitled: "Excess Property -- Need for Direction." I
have carefully studied the draft and have a number of comments and obser-
vations to offer on its recommendations.

Before offering them, I think it is important to state, at the outset,

that our experience with the Excess Property Program has been that it is

a limited but nonetheless quite valuable program of cpportunity. Without

a total change in A.I.D.'s decentralized procurement systems, development
of new procedures and substantial increase in staffing, it is not feasible,
nor in other very important regards desirable, to centrally screen every
procurement document for possible substitution with excess property. Even
were it possible, the practical impact would be marginal and the overall
costs excessive. Tnis Agency has been criticized from time to time by the
GAQ and others for not attaining greater substitution of excess properties
for new procurement and advised that this problem could be corrected, in
part, by consolidating A.1.D. equipment and material requirements and then
reviewing excess availabilities against these requirements. A.I.D. is not,
however, principally a logistics management agency dealing in consolidated
material and equipment procurement centered in a single supply/demand
control point. A.1.0.'s task is to design, finance and monitor development
projects around the world, in concert with host countries and a multiplicity
of other public and private entities. The dimensions of this task are
graphically apparent in our multi-billion dollar portfolio of roughly

1,325 essentially unique development projects often carried out in con-
junction with one or more of 16 other contributing aid donors, in scme 60
hast countries, whose government should and must play a central role in
managing their development programs. The potential for substitution of
excess property in this organizational and programmatic setting is less
than might appear on the surface. It is fundamentally limited. These
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of excess property. It is correct that we have addressed the short supply
situation, in part, by utilizing the "other property" provision of our
authority under Section 608 to acquire exchange sale and long supply property
at less than full cost from the holding activities, mostly the Department of
Defense and the Veterans Administration, which wished to turn over or freshen
stocks. Ue recognize that the original legislative history of this provision
states an-intention that advance acquisition of "other property" would be
used to acquire only items necassary to complement excess proverty. However,
it was clearly stated in a report of the House Committee on Government
Operations datedDecember 1968 that "AID's advance acquisition program under
Section 608 of the Foreign Assistance Act of 1961, as amended, is not limited
to acquisitions of excess property." Further, we have discussed the matter of
utilizing exchange/sale and long supply property with a staff member of the
House Committee on Government Operations on several occasions and, in a letter
dated January 5, 1979 to Chairman.dack Brooks, we advised him, in part, that:
"A.I.D. has begun to utilize the Section 608 revolving fund to acquire long
supply and exchange sale property from Department of Defense and other Federal
agencies to meet needs which used to be met from GSA sources."

We are comfortable, therefore, that A.1.D.'s current use of non-excess property
‘is entirely proper, and believe that the contrary findings and conclusions
presently in the draft report should be removed.

The two specific recommendations in the draft report are as follaws:

1. "...that the Congress terminate the authority of the Administrator
of AID to operate the advance acquisition segment of the 608
program including the termination of its revolving fund, the
liquidation of the program's current inventory and the return
of the funds assets to the U.S. Treasury."

2. ", ..that the Administrator of AID continue to utilize excess
property otherwise available to AID by developing:

a. -- Procedures to satisfy AID assisted programs and project
needs, to the extent practicable, through GSA's allocation
system and from holding agencies.

b. -- An education program to encourage mission personnel to
use excess property.”

If the Congress should accept your recommendation and terminate A.1.D.'s
advance acquisition authority, the consequences would be as follows:

~- Qur ability to utilize the Excess Property Program for disaster
relief and to meet selective project needs would be crippled by
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The Commonwealth of Massachusetts
Department of Education

31 5t. James Avenue, Boston, Massachusetts 02116

May 22, 1980

Mr. John M. Harlow

Team Leader

U.S. General Accounting
Office

Logistics and Communications
Division

441 G Street, NW., Room 5832
Washington, DC 20548

RE: Draft Report - Implementation and Impact of Public Law 94-519

Dear Mr. Harlow:

Thank you for the opportunity teo comment on the draft report as it relates to
the Massachusetts State Agency for Surplus Property. I have carefully re-
viewed the draft document and it is my opinion that several of the auditor's
statements (pages 49-50) on security arrangments and inventory controls at
the surplus property warehouse do not accurately and fairly represent the
facts. It may well be that the following information was not provided to
your auditors at the time of the audit.

The auditors state that "Security is lax and opportunities to pilfer exist.”
and "... the warehouse alarm system had been inoperable for more than two
weeks."”" (pages 49-50) Security is not lax. Policies and procedures exist
and are followed to safeguard federal property. The surplus property ware-
house is located on state property and therefore, we have the benefit of 24-
hour, seven days a week security coverage. This coverage includes frequent
inspections of warehouse buildings by state and local security staff.

The auditors are correct in stating that our alarm system was not operating
for a two week period. This situation occurred because an individual (who
was arrested and brought to court) used his vehicle as a battering ram and
inflicted extensive damage to four large warehouse doors. Because of the
extent of the damage and the need to coordinate repair services, the alarm
system was inoperable for a period of time. During this time, we asked for
and received additional security coverage from state security staff.

The draft report makes reference (pages 43,50) to a recent General Services
Administration (GSA) audit report on warehouse property inventory controls.
In April, 1980, GSA officials (A.J. Davidio-Boston and Stanley M. Duda-
Washington) reviewed our warehouse operations. It is my understanding that
these officials are supportive of our property inventory and control and
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STATE OF CONNECTICUT
DEPARTMENT OF FINANCE AND CONTROL
PURCHASING DIVISION .  TEL SoMKus

STATE SURPLUS PROPERTY CENTER
P.0.BOX 298 . 60 STATE ST., WETHHRSFIELD, CONN. n6109

May 20, 1980

Mr. John Harlan, Team Leader

United States General Accounting Office
Logtatics and Communications Diviatiom
Washington, D. C. 20548

Dear Mr. Harlan:

This is to confirm our phone conversation of May 19, 1560. My
reference is to the Draft Report on the implementatiom of Public Law
84-519, page 51 of the Draft.

1) Property in the Commecticut warehouge is segregated by the
general commodity group and class.

2) Phyeical count of line items received is taken om all ship-
mente of property to the Comnectiout Agency.

3) Storage space te limited in the Conmecticut Agency warehouse.
Because of thia small warehouse, we feel that the cost in man
houre and clerical persomnel would not justify the establish-
ment of a locator syatem. We feel that the commodity group
segregation serves this requirement for such a small operation.

Thank you for semding me an advance copy of your report for comment.,
Sinoerely,
M -

Walterw . Golec
Director

WJG/dg
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- THE MUSEUM OF FINE ARTS, HOUSTON - Both items now in use at
the museum.

- CITY OF BROWNFIELD -~ The crane is in use by the City, pri-
marily used for lifting and installing transformers for
lighting and power.

- ANTON INDEPENDENT SCHOOL DISTRICT - The Agency required the
donee to return the "all terrain" vehicle for donation to
another donee.

= CITY OF BIG SPRING - The electronic testing equipment was
repaired by the local T.V. station. Mr. Bill Berry, City
of Big Spring stated that the item was placed in use and
has been used for 18 months.

- LUBBOCK CHRISTIAN COLLEGE - This donee acquired the item
in good faith and when it became apparent to them that the
electronic instrument could not be used for their intended
purpose, the donee returned the item within three (3) months.

- WASHINGTON COUNIY - The crane shovel donated to this Public

Agency did not have the transmission or the engine. The donee
has made an extensive effort to locate an engine and trans-
mission for this crame, This Agency has also tried to

locate these missing, major components for the donee but
has not beenr successful. The donee is returning the crane
as soon as a low boy trailer can be arranged for.

- CITY OF LAMESA - The two (2) shelter domes acquired by this
donee are being used as shelters for gas pumps. We believe
this to be a unique use in keeping with spirit of Public
Lay 94-519.

-~ THE UNIVERSITY OF TEXAS @ EL PASO - This air compré¥for
allocated to this donee requires a 12 cylinder, 400 H.P.
diesel engine in its original configuration, no engine of
this silze is available that the donee can afford. This
Agency is currently looking for a surplus electric motor
of this size that could be substituted for the diesel
engine. If one cannot be secured, the air compressor will
be returmed to the State Agency for reallocation or re-
porting to the GSA for sale.

177



APPENDIX XXII APPENDIX XXII

State of Missour: State Agency for
OFFICE OF ADMINISTRATION Surplus Property
Josaph P. Teasdale
Governor Jefferson City 66102 P. 0. Drawer 1310
May 22, 1980

R. W. Guttman

U.S. General Accounting Office
Logistics and Communication Division
441 G Street N. W.

Washington, D. C. 20548

Dear Mr. Guttman:

I have received your letter and the draft copy of the report

to Congress on Public Law 94-519. 1 sincerely appreciate the
draft copy and very much lock forward to receiving the completed
report,

I have attached my comments beginning with Chapter 1, and have
notated in the left-~hand column what page my comments refer to.

Public Law 94-519 required that GAO make a full and independent
evaluation of the DLaw. After reading this draft copy, I must go
back to my original comments after my first discussion with GAO
auditors, This draft appears to be a negative report. I do not
find any information relating to the controls the SASPs utilize,
nor do I find any comments in the report that show the benefits
and dollar savings that various donees have received through this
program. Many places in the draft copy, GAO refers to their
opinion or judgment. That is irrelevant. The property ig either
in compliance with the Law or it is not.

If the final report does not indicate some positive attributes,

T, along with several other state directors hopefully, can testify
to Congress that this report is biased and negative and does not
give a true evaluation of Public Law 9¢-519,

Sincerely,

c{iGﬁLQ%<;&UiHQ¢s
E. Pash Goodin
Manager

EPG:vv

Enclosure

ce:  Jerry Clementson
Richard Raley
George W. Kinney
Clair Hoffman
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Page 39 7. Personal utilization visit by SASP
‘con't.)
8. Utilization checks completed by State Auditor's Office
on city, county, and state agencies..

9. Compliance check by General Services Administration's
Area Utilization Officer.

10. Since October, 1977, 14 cases of noncompliance have been
forwarded to GSA for possible fraud.

11. From October, 1977, to 10-31-79, at either the SASP's or
the dcnee's request, 28,271 items for a total $682,438 in
acquisition cost that were in noncompliance have been
returned to SASP.

Page 39 & Public Law 94-519 states that the State Plan may be temporary
&l and, therefore, there is not a lack of compliance. This
section should he omitted from report.

Page 46 The Missouri State Plan states in Part V - Financing and
Service Charge - Section B.1.C. "that service charge will be
reagsonable with regpect to value and condition of each item and
related to coriginal government acguisition cost or fair market
value."

Direct Pickup - Mo. State Plan states in Part V, Section B.3
the rate for direct pickup will be reduced by 50% or more.

Page 46 Grinding Machine. Part V, Section C, of the Mo, State Plan
states assessed service charges may be reduced by Manager
based on:

1. Condition of property
2. Desirability of property
3. Agsistance rendered by donee

Page 46 Station Wagon transfer
gince October, 19/8, The Mo. SASP has donated 15 passenger
vehicles, as listed below as to direct pickups or donated

from SASP:
State Ser. # Service Charge Qriginal A/C
Direct 9-1841-1 $25.00 £3,364
Pickups 9-0647 -1 25.00 3,364
9-0648-1 25.00 3,205
9-3061-1 20.00 1,973
§-1220-1 45,00 1,553
2091-28 25.00 2,948
Total $165.00 $16,407

Average S/C for six vehicles was $27.50
or 1% of original acquisition cost
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Page 47 SASP Manufactured Cheirs
I monthly record of production and cost is maintained, and
has been since the beginning of this project in April of 1977.
At the end of October, 1979, we had completed 8,548 chairs for
an average cost of manufacturing of $18.80 each. At the end
of April, 1980, our cost of manufacturing an additional 596
chairs was $19.40 each, an inceae of sixty cents each. Compo-
nents for chairs were received in varying stages of completeness,
and the low cost of completing wag on the first to be completed.
As more chairs are completed, the cost and time on each chair
increases. Cost of these chairs from manufacturer range from
$100C to $150.

Page 48 Repaired Typewriters .
From July %, T979, to April 30, 1980, the SASP repaired 208

typewriters. Refer to the following chart:

Total (208) Average
Total Service Charge $#20,250 145.43
Cost of Reapirs *1 15,131 7275
Transportation *2 5,720 27.50
Service Charge 9,%39 45.19

after expenses

*1 1includes labor, supplies, and parts only
*2 does not include transportation on typewriters
that cannot be repaired.

The average acquisition cost for the last 58 typewriters
repaired was $577.21; average service charge prior to special
expenses was 7.83% of original A/C. In accordance with State
Plan, Part V, attachment 12, the service charge is fair and
reasonable, and could be increased to 15% of A4/C.

Page 49 Inventory

The Mo. SASP does not have a deficiency in its control over
inventory nor is it in vieclation of State Plan. Large quan-
tities of used and new helicopter parts were received. All new
parts were assigned an individual inventory control card; 90%
of the items had an original A/C of less than $100. Due %o

the quantity of parts being shipped to other states, and in
accordance with State Plan, Part III, Inventory Control, Section
C 2 c and d, parts were changed to a group classification.
Included in this classification were several quill assemblies,
original A/C, $1,176.00, condition N-1. All helicopter parts,
with one exception, were located for the GAC auditors.

Page 52 GAO reports that in their judgment it did not appear that it
would be put into use. This is not a fact, strictly a belief,
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Linn Technical College

Linn Technical College is a self-supporting vo-tech school,
and DeWayne Rakes, Director of the College, would certainly
tegtify before Congress that many vocatlonal subjects taught
would not be possible 1f it were not for the surplus property
received through this Agency. Ninety percent of the equip-
ment utilized in both the aviation department and machine
shop has been cbtained through federal surplus property.
Enclosed 1s a brochure on Surplus Property and Iinn Technical
College.

State Fair Community College

T agree with GAO's findings that this Vo-Tech College
cannibalized five pieceg of equipment without approval.
Let'g look at the overall utilization of property by this
college. The machine shop of the Cecllege is only cne year
old. They have obtained %6 pieces of heavy duty equipment
for instructional purposes of which one has been returned as
it cannot be utilized. The %5 machines that have been
repaired and placed into use were received with the total
federal original acquisition cost over $%30,000. Savings to
the College is in excess of one million dollars. This phase
of instruction by the College could not have been accomplished
without federal surplus property.

Thesge are just two exzmples of donees that GAC auditors visited.
I could easily provide in excess of 3,000 letters from donees
stating the benefits and the positive aspects of the federal
surplus property donation program.
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Defense Logistics Agency:
Defense Property Disposal Offices:
Fort Carson, Colorado
Jacksonville, Florida
Warner Robins, Georgia
Fcrt Devens, Massachusetts
Mechanicsburg, Pennsylvania
Corpus Christi, Texas
San Antonio, Texas
Texarkana, Texas
Hill Air Force Base, Utah
Tooele Army Depot, Utah
Fort Belvoir, Virginia
Department of Energy

Department of Health, Education, and Welfare (now the
Department of Health and Human Services):

Public Health Service and its
Health Services Administration

Department of the Interior:

United States Fish and Wildlife Service
Bureau of Indian Affairs

Department of Justice:

Law Enforcement Assistance Administration
Department of Labor:

Employment and Training Administration
ACTION
Community Services Administration
Environmental Protection Agency
General Services Administration:

Public Building Service
Federal Property Resources Service:
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Peru

the Philippines
Thailand

Zaire

Headquarters of 14 voluntary agencies located in Washington,
D.C., and New York City, New York.

(943179)
GPO 873-032
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Central Office, Crystal City, Virginia
Region 1, Boston, Massachusetts
Region 4, Atlanta, Georgia
Region 7, Fort Worth, Texas
Region 8, Denver, Colorado
International Development Cooperation Agency:
Agency for International Development,
Washington, D.C., and New Cumberland,
Pennsylvania
National Aeronautics and Space Administration
National Science Foundation
Veterans Administration

STATE AGENCIES FOR SURPLUS PROPERTY

Colorado Surplus Property Agency

Connecticut State Agency for Surplus Property

Florida Division of Surplus Property

Georgia Agency for Federal Property Assistance

Maine State Agency for Surplus Property

Massachusetts State Agency for Surplus Property

Missouri State Agency for Surplus Property

Montana State Agency for Surplus Property

Texas Surplus Property Agency

Utah State Agency for Surplus Property

Numerous donees, grantees, and former section 514 Regional
Action Planning Commission recipients in the States we
visited.

FOREIGN NATIONS

Bolivia

Cameroon

Dominican Republic
Egypt

Guatemala

Honduras

Kenvya

Liberia

Panama
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LOCATIONS VISITED

FEDERAL DEPARTMENTS/AGENCIES

Department of Agriculture:
Conservation, Research, and Education:

Science and Education Administration and its
Cooperative Extension Service

Forest Service and its
Cooperative Forest Fire Control Program

Department of Commerce:

Economic Development Administration

Regional Action Planning Commissions:
Coastal Plains Regional Commission
Four Corners Regional Commission
New England Regional Commission
014 West Regional Commission
Ozarks Regional Commission

Pacific Northwest Regional Commission
Upper Great Lakes Regional Commission

Department of Defense:

Department of the Air Force and its
Office of Scientific Research

Department of the Army and its
Army Research Office

Department of the Navy and its
Office of Naval Research

Defense Civil Preparedness Agency (now the
Federal Emergency Management Agency)
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Page 52 and is not relevant to this report. Many items listed as

(con't.) noncompliance by GAO were in possession of donees less than
12 months but not put into use. Public Law 94-519 allows the
donees 12 months to put into use if the property was in the
possession of the donee; less than 12 months, they were in
compliance with the law.

Page 56 The 67 items or 52% of property examined includes items
mentioned in above paragraph. These figures should be changed
to reflect those actually in noncompliance.

Twelve items or %2% donated at least a year before GAO visited
was still being utilized. GAQ should state that the federal
time period is 12 months to place into use and then utilize
for 12 months, and how much of this property was placed into
use immediately and has complied with federal terms and
conditions.

Page 56 Linn Technical College
Property being utilized for training purposes as stated by

donee.

University of Missouri, Rolla

Purchasing Agent complefed utilization report without contacting
department head. Utilization report was false and wrong infor-
mation. Review has been made by SASP and corrective action
taken.

Page 57 Miller R-2 3chool
On August 51, 1979, prior to GAQ visit, a nouncompliance case
was initiated agains 1s school and GSA Region & office was
notified. State facts with fact, and notify Congress that the
SASPs are enforcing compliance when found.

Page 57 Schoecl of the Ozarks
Report does not =zfate that utilization reports were being held
by Assistent Manager pending disposition of property. Simu-
lators have been sold on GSA sale.

Page 58 Monroe Cit¥: Misscuri
act wi act. did not uncover a case of fraud, but SASP.

upon investigation, did and has forwarded to G8A Investigation
Department.

Fg. 57 411 cases stated by GAC have either been corrected or are in
& 58 the process of being corrected.
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Donated from SASP

State Ser. # Service Charge Original A/C
270%-1 $150.00 $3,364
0-478%-29 100.00 1,969
8-2897-1 325,00 2,900
25581 350.00 2,726
1783-1 125.00 1,800
8-1779-6 25.00 25
8-1115-1 100.00 1,641
8-0975-1 7.50 750
4579-1 125.00 1,701
Total #1,307.50 $16,876

Average S/C for nine vehicles was $145.00, or 7.7% of original
A/C. Ttem 8-1779-6 and item 8-0975 did not have realistic A/C
listed on 123s. Cost must be higher if donated from SASF, as
only two vehicles may be transported at one time.

Page 47 Welder
M stake in writing warehouse sheet - donee should have been
charged $500. Property was transported by commercial carrier
from Texas.

Page 47 Turbo-Charges - Five transferred at no charge to donee for
direct screening and pickup, and screening and transportation
of SASP property. Four months after property was transferred
at $50 each, a service charge of 5% of A/C was placed on
property as an incentive for donees to utilize in their training
programs.

Page 47 Transfer Cases
anager has this authority under State Plan, Part V,
Section C. The transfer assemblies at $74 and $15C have had
credit memos issued to reduce service charge to #50 each.

Page 47 Helicopter Parts
5ASP and donee were utilizing donee's warehcouse to store heli--
copter parts. Inventory of these parts was maintained at SASP
by SASP personnel. Listings of these parts were mailed to all
Missouri aircraft donees and to all state SASPs. The majority
of parts were shipped to other SASPs. Mo. SASP had a written
agreement with donee. DMain points were:

. Service charge of 1% of A/C to donee

. Donee gcereen and transport property from Texarkana, Texas,
at donee's expense

All parts retransferred would be at 5% of A/C

. Donee would be credited with 2% of A/C, but credit would not
exceed cost of screening or transportation.

e A
.

Page 47 Shovels
Shovels were obtained in N-1 condition with a fair market value
of $17.49 each. Donees were limited to five shovels each.
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Page 39

Page %9

Page 30

Page 3G

XXII APPENDIX XXII

Insufficient Audit & Review of Donation Program

1978 - GSA Reglon VI Review
9/79 - State Audit

10/79 -~ GAO Audit

2/80 - GS4 Audit

5/80 - GSA Region VI Review

Insufficient. We don't even have time to put our records away

before anotner audlt or review is started. GSA and GAC anditors

An meat ancant Infarmatioan from State auditors or each other.
W Luv o Ll O Llld AL LICA U LLL L LAl [ SR w S TAMAA e o W (e e RV -—

Some donees in Missouri have been investigated by six different
auditors within a one year period.

Tnconsistent and excessive SASP Service Charges:

On all property donated, oOUr service cuarge has been 2.3% of
acquisition cost. State Plan allows for a maximum charge,

only on 10% of property have we assessed or exceeded that charge.
I3 GAD suggesting that the service charge be at the maximum?
Inconsistent, condition codes on property, needs, Justificaticn,
uses, and financies are inconsistent by donees. Our primary
function is to gerve the donee. State Plan allows for a reduction
in service charge; a review of all warchouse issue sheets verifies
that total service charge is reduced by 25%. Catalogs and
mailers are utilized to encourage visits to warehouse and
discounts are given on propert:.

Inadequate SASP Inventory Control Procedures:

One error in judgment dees not make the enfire contrel inadeguate.
Two state audits do not indicate the same findings as GAO. With
the exception of the helicopter parts, which were accounted for,
all property verified by GAD would be 99% correct.

Lack of Twmproper Utilization by Donees:

Impossible for SASP To check every item; therefore, SASP must
develop controls to assure that donees abide by terms and
conditions. Listed below are some controls and facts:

1. Certification of terms and conditiong signed upon
establishing eligibility.

2. Warehouse document sheets have terms and conditions on
reverse side and front side states in capital letters
"PERSONAL USE OR UNAUTHORTIZED DISPOSTTION IS A VIOLATION
OF FEDERAL LAW".

%. BSigns posted in warehouse stating same as 2 above.

4. Mailers to donees stating what they agreed too.

%. Catalogs stating terms and conditions.

6. Written utilization required every six months on aircraft,

motor vehicles, or federal property with original acquisition
cogt over $3,000,
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- EAST TEXAS STATE UNIVERSIIY - The necessary parts for repair

of the fork 1ift were finally acquired and the fork 1lift is
now In use.

After thirty (30) months of operation under Public Law 94-519,

I am sure that the General Accounting Cffice and General Services
Administration will have certain recommendations for changes in
the Law, and I would hope that the National Association of State
Agencles for Surplus Property would also have some input for
changes that we feel would benefit the program. I believe that
additional time is needed for donees to put large machine tools,
and large pieces of earth moving equipment into use. Many times,
large and expensive components are missing from these items and
the donee must correspond with manufacturets all over the county
in order to find the needed parts for necessary repairs.

It would also seem logical to require a longer in-use restriction

to compensate for the extension of time allowed to place the
item in use.

Sincerely yours,

Sty /7 ﬁg&hd%;/g

Robert A. Davis, Jr.
Executive Director

RAD:1d
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ROBERT A. DAVIS, JR.
EXECUTIVE DIRECTOR

BOARD MEMBERS
C A ROBERSON, CHAIRMAN
WILLIAM H BORCHERS, VICE CHAIRMAN
MARION P. BOWDEN
GARLAND P. FERGUSON
JESS M. IRWIN, JR
ED RIEDEL

TEXAS SURPLUS PROPERTY AGENCY s

DR. THOMAS M SPENCER
CHARLES H. UNDERWOOD, JR
ADMINISTRATIVE OFFICE
P ©. BOX 8120 WAINWRIGHT STATION
SAN ANTONIO, TEXAS 78208
2103 ACKERMAN ROAD  TELEPHONE 6612381

May 29, 1580

Mr. R. W. Gutmann, Director
Logistics & Training Division
General Accounting Office
Washington, D. C. 20548

Dear Mr. Gutmann:

We appreciate the opportunity to comment con the draft report on
Public Law 94-519 relating to the audit work performed by the
General Accounting Office at this Agency.

On Page 44 of the Draft Report, it is stated that no external
audits had been completed for the States in Region 7. The Texas
Surplus Property Agency is audited annually by State auditors.
This audit is quite extensive, performed by two and sometimes
three auditors and lasting six to eight weeks. The 1978 audit
cost to our Agency was $8,825.17. Also on this page, it is
stated that a GSA review of the Texas and Oklahoma Agencies in-
dicated that donated military jeeps had been improperly used by
donees, The Texas Agency acquired no M-151 Jeeps and therefore
could not have had any improper use of them by our donees.

The Draft Report lists examples of property that the GAO auditors
believed were being used improperly, and the following is the
action taken by this Agency to correct these discrepancies:

- THE DIXIE VOLUNTEER FIRE DEPARTMENT - Although these items
had been sent to a fireman's home for repair, the Texas
Agency had both items returned for redonation.

- COMMUNITY ACTION CORPORATION OF WICHITA FALLS - These re-
frigerators have been repaired by the donee and if they
are not placed in use within one (1) year, the donee will
return them to our distribution center.
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Mr. John M. Harlow
Page 2
May 22, 1980

compliance policies and procedures,

I hope that this information will be helpful to you in the preparation of
your final report.

If you need additional informaticn, please call me at (617) 727-8146.

Sincerely,

e é{/ e/

E. Williams

Assoclate Commissioner
Division of School PFacilities
and Related Services

FEW/14d
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having to rely on the small amount of property allocated by GSA,
property which is correctly described on page 25 of the report as
being "...often in poor condition or not functional." The pro-
vision of disaster assistance to meet emergency needs, e.g.,
hospital equipment, beds, tents, generators, etc., is of
particular importance because A,I1.D. is the U.S. agency charged
by the President to respond to natural disasters. Many of the
most successful cperations of the program have been in this area
of A.1.D.'s responsibilities, as noted in the draft report.

-- Qur ability to assist Section 0807 recipients - Private Voluntary
Agencies and friendly foreign governments - would be ended.
Requiring those recipients to struggle alone and procure what
Tittle property would be available directly from holding agencies,
as they once did, would have very adverse consequences for their
programs. The impact on PV0s, would be the greatest, expecially
for the five major user organizations and their multiple projects
in Israel and the Philippines. It would also invite the same
abuse and mismangement which caused such strong Congressional
and auditor criticism of A,I1.D and Ted Congress to establish
the very authorities for the Agency that GAO now recormends be
terminated.

-- Without advance acquisition authority, without an inventory of
excess and other property, and without a revelving fund which
gives us the opportunity to exploit what property is available
and which covers all staffing and administrative costs, it is
our judgment that the game would no longer be worth the candle
and that the program should probably be terminated.

We do not plan a major restructuring of the program nor do we believe one is
needed. But within the limitations which I have noted previously, and based
on very careful study, we plan some changes in the program which would better
link it to the project development and review system to achieve a somewhat
better measure of substitution for new procurement. Because of the severe
impact of PL 94-519 on A.I.D.'s ability to acquire excess property in the U.S.
and Europe, it is important to be clear that this will require a heavier
reliance on our use of non-excess property, primarily long supply stocks, to
selectively supplement A.I.D-financed requirements and those of the PVOs and
friendly covernments. Finally, however, we do not feel we can mount such an
effort if stripped of our advance acquisition authority, our inventory of
excess and non-excess property, and the revelving fund.

We very much appreciate the opportunity you have afforded us by having the
chance to comment on the draft report, and to provide you with our view of

the consequences of the recommendations, as presently drafted, for the future
of the program. We hope these views will be useful in your final deliberations

on the matter,
f;?;;%;%;ziz
W =
D. G. MacDonald /457

. Bureau for Program and
Attachment - Management Services

A.1.D Administrator Bennet's letter
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1,325 projects draw on individual U.S. entities including firms, voluntary
organizations, and universities for implementation. The reguirements for
material and equipment are generated at the project level requiring different
times for input and many require many different models of equipment, For
example, different ministries of the same government may standardize on
different types of equipment. These realities have to be accommodated. In
view of the disparity in both the types and the timing of commodity inputs,
it is not possible to consolidate all material and equipment requirements

to support A.1.D.'s overseas activities without paying a heavy price in over-
all program management efficiency. Such considerations have been set forth
in greater detail in A.I.D.'s response of April 22, 1980 to the GAQ report

on project implementation. A copy of the response is attached for your
convenience.

In recent years, the Excess Property Program has been one of opportunity for
supplementing activities authorized under the Foreign Assistance Act, which
includes, under Section 607, the authority to meet requirements generated by
friendly foreign governments and Private Voluntary Organizations (PY0s) for
their own programs overseas. As noted by the GAC, Section 607 recipients
are the major users of excess property, particularly five PY0s in Israel and
the Philippines. While the GAQ report cites the successful use of excess
property in the Pnilippines and Egypt, it alsc acknowledges the fact that
because of mission staffing reductions over the years, few missions have
equipment specialists on-board to oversee the selection, receipt and utiliza-
tion of excess property. Such expertise is essential for effective use of
the property and it is important to point out that two of the very few
missions with such staff are those in Egypt and the Philippines, This
linkage was not make in the report.

Given the realities of A.I1.D.'s Congressionally mandated programming shifts
to "New Directions", decentralized procurement systems, limited and declining
availability of excess property and staffing constraints, I think the draft
report misperceives A,I1.D. mission management as one of "apathy" toward the
program. While I do not necessarily agree with all the reasons cited by
mission personnel on pages 13-14 of the report for using excess property,
they deserve attention and weight. There is, of course, a proper place for
positive publicity about any program achievements and the "Front Lines"
coverage of Egypt's purchase of over 700 excess railcars is an example that
was referred to by the GAO. There was also a feature article in the March,
1980 issue of "Agenda" on the railcars, and on the front cover ¢f that A.I.D.
publication there was a picture of the Alexandria rail facility where the
railcars were assembied. This coverage was not mentioned. In sum, our
posture might be described as "publicity - yes, hard sell - no."

Your report correct?y identified increased costs of shipping through the
Cefense Transportat1on System and the implementation of P.L, 94-519 by GSA
as other factors which have increased costs and reduced the available supply
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comments will be useful in your final deliberations on the matter.

Sincere]y,

" Ay
Ve :2h23t 1_b>thZ§4
v D. G. MacDonald

Bureau for Program and
Management Services

Attachment:

D. G. MacDonald's letter to the GAD
dated May 14, 1980
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UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 0523

ASSISTANT
AOMINISTRATIR

JUN 16 1980

Mr. J. K. Fasick

Director

International Division

United States General Accounting
Office

Washington, D. C. 20548

Dear Mr. Fasick:

Thank you for providing us copies of the sections applicable to A.I.D. of
the draft GAO report to Congress entitled: “Implementation and Impact of
PubTic Law 94-519." I have reviewed the draft dated May 19, 1980 and it
generally tracks with Chapters 3 and 4 of the GAQ's recent draft report
"Excess Property -- Need for Direction." 1 sent you my comments on that
report by letter of May 14, 1980, a copy of which is attached for your
convenience.

However, there are several points which I feel deserve greater emphasis.

As noted in my letter to you of May 14, the impact of PL 94-519 on A,I.D.'s
ability to acquire excess property in the U.S. and Europe has been severe.

In addition, I pointed out that the quality of the small quantity of property
A.1.D. is able to acquire from GSA has dropped sharply. These facts and
their consequences were addressed more fully in the GAD draft report on
A.1.D.'s Excess Property Program.

Therefore, I suggest the following be included in your draft report on the
impact of PL 94-519:

-- In FY 1977, the year immediately preceding the effective
date of PL 94-519, A.I.D. acquired domestic excess
property from GSA having an original acquisition cost of
$9.0 million. It is estimated that 35% of all A.I.D.
requests for transfer of such property were honored by GSA.

-- In FY 1978, A.1.D. was able to acquire only $3.8 million
of domestic excess property, with only about 21% (by value)
of A.1.D.'s requests for transfer being honored by GSA.

-- In FY 1979, A.I1.D. was able to acquire only $1.2 million of
such property from GSA.
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Page 94 and Pape 97:

GAQO Draft Comments:

"These officials believe that a care and handling surcharge on
surplus property would severely curtail the Donation Program...." and

"Increased SASP service charges will reduce the amount of
property acquired by donees. The amount of the reduction depends, of
course, on how much the service charges increase."”

DoD Comment:

According to the data gathered by GAO from the State Agencies
for Surplus Property, over 70% of the donees responding indicated that a
2% surcharge would cause less than a 10% decrease in property acquired.
It appears that those most directly affected do not view the surcharge
as being as serious a problem as had been widely assumed.

Page 99:
GAO Draft Comment:

"For example, one donee noted, 'While it may be possible and
practical to pay up to five percent of property acquisition cost for
some items, it could be most impractical for any such flat fee structure
for all items.'"

DoD Comment:
Our implementation of a 2% surcharge will not be applied to

the acquisition cost in excess of $50,000 extended value of any line
item, thus limiting the maximum surcharge per line item to $1,000,

Page 100:
GAO Draft Comment:

"—-Currently, an inconsistent policy regarding the recovery of
care and handling costs is developing. DoD will recover; civil agencies
will not."

DoD Comment :
We agree with this conclusion. This situation exists because

Congress required the DoD costs to be recovered, while no such requirement
was placed on the civil agencies,
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ASSISTANT SECRETARY OF DEFENSE
WASHINGTON. D C 20301

S
MANPOWER,
RESERVE AFFAIRS
AND LOGISTICS

25 JUN 1980

Me. H. W. Comner

Associate Director

Logistics and Communications Division
Distribution Management Group, Room 5332
GCsnaral Accounting Office

441 G Streaet, N.W,

Washington, D.C. 20548

Dear Mr. Connor:

This fs in reply to GAO Draft Report dated May 19, 1980, “Implementation
and Impact of Public Law $4~519 (GAD Code 943179) (OSD Case #5438).

Tha Draft Report makes two recommendations that affect the Uepartment of
Defanse (DoD), The f£irst calls for a review of our plens, policies and
procedures regarding the transfer of excess personal property to non~
Federal grantees to ensure compliance with Public Law 94-519 and tha
implementing Federal Property Management Regulations. Since DoD does
not make such transfers, a fact acknowledged in the report, we suggest
that the racommendation be rewritten to apply only to involved Federal
Agencies, We appreciate the difficulties reported by the GAO analysts
in performing a detailed review of Pederal Agencies' programs in the 30
moaths' time frame pet by Congress, but we do not believe that an umbrella-
type recommendation that covers uninvolved agencies is useful.

The second recommendation is directed to the Congress but it affects us
bacause we are the only agency required by Congress to eccllect & surcharge
on donations, We have no objectfom to a Govgreesional clarification of
what costs should be recovared so the Federal Donation Program is applied
cousistently throughout the Governmemt. .Nowever, wh are concerned .that
the analysis in the body of the reporg could lead readers to luncorrectiy
conclude that our 27 surcharge goss beyond g reassnshle recovery of our
axpenses and could seriougly hurt the donwtlon program, Our detailed
comments are included in the attachment to this letter.

We requeat that our views be incorporated in the final report and appreciate
the opportunity to comment.

Enclosure Sincerely,
As stated SIGITD,

Richard Danzig
Principal Deputy Assistant
Secretary of Defense (MRA&L)
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Department of Energy
Washington, D.C. 20585

Jun 111380

Mr. J. Dexter Peach

Energy and Minerals Division
U.S. General Accounting Office
Washington, DC 20548

Dear Mr. Peach:

We appreciate the opportunity to review and comment on a portion of the

GAO draft report entitled "Implementation and Impact of Public Law 94-519."
Only chapters one (1) and five (5) were provided to us for review. Our
comments therefore, concern only those two (2) chapters.

In general, we concur with GAO's conclusions as listed on page one-hundred (100).

As with the other civil agencies your staff contacted during this study, the
Department of Energy {DOE) handles donable personal property in accordance
with the Federal Property Management Regulations as issued by the General
Services Administration. Our accounting procedures provide that we will not
collect for care and handling costs less than one-hundred dollars (5100) on any
one (1) transfer to a domee. Since the State Agencies for Surplus Property
regularly provide trucks and personnel for the pickup and transportation, no
charges are normally assessed against the States. Presently our accounting
procedures do not provide for the separate recording of care and handling
costs. It 1s our position that the present policies and procedures as
established by GSA for the management and control of the donation of personal
property are reasonable, cost-effective, and adequate.

During fiscal year 1979, the DOE disposed of donable property with an
acquisition cost of about six milliom dollars ($6,000,000). A surcharge of
one (1) percent as discussed in the draft report would have returned about
sixty-thousand dollars ($60,000) to the Federal Government but it is doubtful
if that amount would have covered the cost of the manhcurs of effort necessary
to process the paperwork since many small donations are made. We agree with
the GAO conclusion that a care and handling surcharge greater than one (1)
percent would seriously impact on the Donation Program.

It {s our belief that this donable property, when no longer required by the

Federal Govermment, can serve a useful purpose by being made available teo
the States and subsequently, through use by eligible nonprofit organizations,
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Community WASHINGTON, D.C. 20506
Services Administration

Juk 20 1980

Mr. H. W. Connor

Associate Director

Logistics and Communications Division
Distribution Management Group, Room 5832
441 G Street, N.W.

Washington, D.C. 20548

Dear Mr. Connor:

Thank you for the opportunity to provide comments on your
draft report on the Implementation and impact of Public Law
94-519.

On page 31 of your draft report you state that with the
exception of grantees of the Economic Development Administra-
tion and former section 514 property recipients, knowledgeable
Federal officials were not aware of any serious adverse impact
on their grantees caused by the Law. It should be noted that
the Community Services Administration was also aware of the
adverse affect it would have on our grantees and attempted to
get an exemption from the bill for our community action agencies.
We were not successful in getting this exemption. As your
report correctly indicated on page 18, our community action
agencies do not believe the general condition of the excess
property warrants the payment of the 25 percent acquisition costs.

It should also be noted that the deficiencies discussed on page
32 of your report did not exist with our agency prior to the
enactment of Public Law 94-519 and we are hopeful that exemptions
to the Law would be broadened to permit our community action
agencies to again obtain excess property without payment of the
25 percent acquisition cost.

Sincerely,
Wifiiam W. i

Acting Director
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NASA Comments on GAO Draft Report "Implementation and Impact
of Public Law 94-519," Assignment Code 943179.

On page %4 of the draft, GAO notes that NASA has not provided excess
property to grantees since PL 94-519 was effective. Then the report
states: "Despite this fact, Administration Officials did not indicate that
their grantees had been severly hurt.” We recommend this sentence be
modified to "Administration Officials did not have available evidence that
the failure to provide excess property had severly impacted a grantee's
performance; however, they did note that there most probably has been an
adverse impact in performance because the law has curtailed the provision
of property which would enhance performance but for which there are
insufficient funds.”

A= 14

Wm. E. Lilly
Associate Administrafor
Comptroller
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We appreciate the opportunity to comment on this draft report and look
forward to reading the report once it is available in final,

Simyerely,

Robert T. Hall
Assistant Secretary
for Economic Development
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e Wc%
:". ‘f % | UNITED STATES DEPARTMENT OF COMMERCE

: The Assistent Secrstery for Economic Development
% g | washington, D.C. 20230

July 1, 1980

Mr, H. W. Connor

Associate Director

Logistics and Communications Division
Distribution Management Group, Rcom 5832
441 G Street, N. W.

Washington, D.C. 20548

Dear Mr. Connor:

We have reviewed the draft report on the "Implementation of Public Law
94-519" and have the following comments to make on it.

.General

The Agency is aware of the strong complaints expressed by our grantees
(primarily District organizations) which are noted on page 31 of the
draft report. In many instances, this has resulted in financial
hardships and adjustments for the Districts. However, we agree with
the intent of the Act and see merit in introducing greater
accountability and control for the use of government property.

The summary of excess property transfers listed on page 11 of the
draft report for FY 1978 and 1979 is essentially correct for this
Agency's participation.

Accerding to this chart, Economic Develcpment Administration (EDA)
transferred no property which required a 25% payment by the
Agency. By policy decision, the Agency has elected not to
participate in this program,

All of the excess property ($2,219,000 acquisition value) for
those grantees exempt from the 25% payment have been under the
exemption to Indian tribes as defined in section 3(c¢) of the
Indian Financing Act. By policy decision, the Agency, in FY 1979,
decided to cease all further excess property transfers through™
this program.

In accordance with P.L. 94-519, the Agency has acted to transmit title
to all excess property obtained by grantees on or before October 17,
1977, provided it was in the possession of the grantees and was used
for the purposes of their EDA grant.

In addition to the above general comments, the Agency has the
following comments to make on the draft report's recommendation.
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UNITED STATES DEPARTMENT OF COMMERCE

Office of the Secretary
Washington. D C 20230

July 1, 1980

Mr., H. W. Connor

Associate Director, Logistics
and Communications Division

U.S8. General Accounting Office

441 G Street, N.W.

Washington, D.C. 20548

Dear Mr. Connor:

During the two and a half years the regional action planning
commissions' excess property program (Section 514 of the
Public Works and Economic Development Act of 1965) was in
operation, it had the strong support of the Governors and the
states in the Title V regions. Much of this support was due
to the fact that the recipients saw the program as one which
enhanced their economic development activities. Another was
probably due to the fact that for the first time they were
able to acquire large amounts of property with relative ease
and at minimum cost.

Prior to enactment of the 1976 amendments to the Federal
Property and Administrative Services Act of 1949 (Public Law
94-519), there was some sentiment among the Federal Cochairmen
for continuing the regional excess property program. However,
since passage of Public Law 94-519, the Department has not
received any indication from the Federal Cochairmen that Com-
mission recipients have been adversely affected by the termi-
nation of the regional excess property program.

Even though the regional commission excess property program
was well received by recipients and commission officials, the
program in each commission was understaffed. The ever-
increasing flow of paperwork resulting from the expanded use
of excess property placed an inordinate burden on the regional
commissions. Many of them were unable to systematically over-
see the recipients' inventory accountability and the use,
maintenance, and possession of the excess property received by
the recipients.

The Department urges a more careful and thorough evaluation of
the true costs and benefits to former and current excess and

surplus property recipients. Such an evaluation should provide
a stronger basis for program modification than can be found in
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

A2 g o

Mr. H.W. Connor

Associate Director

Logistics and Communications Division
Distribution Management Group, Room 5832
441 G Street, N.W.

Washington D.C. 20548

Dear Mr. Connor:

We have reviewed the GAO draft report "Implementation and Impact of Public
Law 94-519" and we agree with its various findings, conclusions and recom~
mendations with one exception.

The second paragraph under CONCLUSIONS AND RECOMMENDATIONS on page 31 of
the draft report states that "strong complaints expressed by grantees of
the Economic Development Administration and former section 514 property
rec1p1ents . . . "were to be expected" and that "Congress' , .
"attempted to ensure their continued receipt of reasonable (empha31s added)
amounts of property by broadening the purposes for which surplus property
could be furnished under the Donation Program te include economic devel-
apment." Many Indian tribes located on Federal Indian reservations were
formerly recipients of sorely needed excess property under the Economic
Development Administration grants and former section 514 of the Economic
Development Act as amended by P.L. 93-423.

Since Indian tribes located on Federal reservations are not eligible recip-
ients of surplus property under the Donation program, the inclusion by
Congress of economic development as an authorized purpose for donation

did not ensure Indian tribes of continued receipt of reasonable amounts,

or any amounts of property. This, of course, has been extremely detrimental
to many Indian tribes' economic development efforts and placed them on un-
equal footing with those developing organizations eligible for donation of
surplus Federal property.

We appreciate the opportunity to review the report prior to publication.

1nce re%
t 7 .E. Mmerotto

Assistant Secretary - Policy
Budget, and Administration
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GAO Page

Comment :

GAO Page

GAO Page

Comments:

GAO Page

Comment:

GAO Pages

Comment :

SUMMARY OF COMMENTS

USDA - FS Comments on GAQ Draft

B8 (Footnote): These organizations are technically not grantees.

Agree - State forestry agencies are cooperators and have been
participating in the Federal Excess Personal Property Program
since 1956. This program has been invaluable in protecting
rural America from fire.

* * *

22: QLack of procedures tc assure that grantees do not routinely
acquire property costing more than the value of their grants.

25: Property transferred to grantees for use on grants which are
about to expire.

State forestry agencies cooperate with the Federal Govermment in
the protection of State and private forests from fire.

State forestry agencies have the authority to acquire excess prop-
erty independent of their authority to receive cooperative funds.
The Excess Program could continue without the transfer of funds
and, therefore, the dollar value of excess acquisitions should not
be limited by the funding level for a given year,

Our legislative authority to acquire excess does not expire
annually or periodically but is a continuing one. This is under-
stood by the General Services Administration and, therefore, an
expiration date is not placed on our transfer orders.

* * *

17: Lack of adequate property use surveillance procedures by
Federal grantor agencies.

We feel we have developed an adequate surveillance procedure for
excess property acquired by State forestry agencies although
full implementation of that procedure has not been achieved. We
will constantly monitor and update our procedures and would
appreciate any specific comments you might have.

* * *
30 and 31: Stockpiling

The Redbook normally prchibits stockpiling beyond a year's supply.

This rule is lifted for "out of production™ items such as

1940-1964 vehicles that are currently being released. Any vehicles

or parts that pass through excess/surplus are purchased by commercial
concerns and then available for sale to us at greatly inflated prices.
Some of our storage areas, such as Colorado, require an extensive cleanup
effort that we have undertaken.
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specific Federal programs are not mentioned, we take exception to this
statement if related to LEAA's grant program in that we consider ade~
quate safeguards are being taken, including onsite visits, to ensure
that proper use is made of property acquired by grantees. Guidelines
for the acquisition and utilization of property are in full compliance
with applicable regulations and OMB circulars as regards this issue.

We appreclate the opportunity to comment on the draft report. Should
you desire any additional information, please feel free to contact me.

Sincerely,

MWD, o 25

Kevin D. Rooney
Agsistant Attorney General
for Administration

These comments were deleted from the final report

GAO note: .
on the basis of Justice's comments.
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U.S. Department of Justice

JUN 20 1980

Mr, William J. Anderson

Director

General Government Division

United States General Accounting Office
Washington, D.C. 20548

Dear Mr. Anderson:

This letter is in response to your request to the Attorney General
for the comments of the Department of Justice (Department) on your draft
report entitled "Implementation And Impact Of Public Law 94-519." 1In
responding to the report, it should be noted that the reference to the
Law Enforcement Assistance Administration (LEAA) is now incorrect in that,
through a recent reorganization, the former LEAA program now encompasses
the Office of Justice Assistance, Research and Statistics, the National
Institute of Justice, the Bureau of Justice Statistics and LEAA.

We have reviewed those sections of the report that the General
Accounting Office (GAO)} considered applicable to the Department and
offer the following comments:

l. On page 13 the statement is made that the total amount of property
acquired by grantees from LEAA had fallen significantly. It is true
that the amount of property cbtained by grantees dropped dramatically
in fiscal year 1978. We believe it was caused by grantees (a) not
having adequate time to budget for the 25 percent payment since
implementation of Public Law 94-519, (b) unwillingness to pay for
"used” equipment, (c) unfamiliarity with the new procedures, or (d)
not having the necessary manpower to examine the property closely to
ensure that the value equals the required 25 percent payment. However,
fiscal year 1979 transfers of equipment doubled over fiscal year
1978 primarily because sufficient time had elapsed for grantees to
gain familiarity with the law and budget funds to acquire needed
property.

2, While we agree with the statement on page 13 that Public Law 94-519
did not cause extreme hardships for LEAA grantees, it is important
to point cut that one of the reasons for establishing the excess
property program was to allow grantees to obtain property at a low
cost, thereby permitting more grant funds to be utilized for program
objectives, As grantees have utilized less excess property, they
have had to expend more money for new property, leaving less
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U.S. Department of Labor's Response To
The Draft General Accounting Office Report
Entitled --

"Implementation and Impact of
Public Law 94-51%9

Recommendation: The heads of all Federal agencies review

their plans, policies and procedures pertaining to the
transfer of excess personal property to non-Federal grantee
organizations and ensure that they are in full compliance
with the applicable provisions of Public Law 94-519 and

the implementing Federal Property Management Requlations
(FPMR) .

Response: The Department concurs.

Comments: The Department is already in compliance with

this recommendation, All provisions contained in the FPMR

for monitoring excess property have been made part of appro-
priate grant documents. 1In addition, procedures for ensuring
effective management of the transfer of excess property

to grantees will be incorporated into the newly revised
property handbook for employment and training program grantees.

In addition to the above recommendation, the Department
has the following comments on specific issues raised in
the draft report:

1‘

Page 13, "Employment and Training Administratioen, Department
of Labor"

The Department does not agree with the statement that
"Employment and Training Administration officials did

not indicate that the Public Law had impacted severely

on their grantees' programs ..." During the discussions
with the GAO auditors, emphasis was placed on the fact
that for all practical purposes, the impact of Public

Law 94-519 has been to remove grantees from the excess
program—--a program in which they had participated heavily
up to this point.

Page 21, "Lack of clear determination of grantees'
need for excess property” [See GAO note, p. 139.]

The methed by which excess property is located in the
Department and transferred to grantees is not accurately
described. Rather, the following procedures are in

pPlace: (a) The grantee submits a request for excess
property to the Government Authorized Representative

(GAR) who represents the Grant Officer in accordance

with the delegation of authority. The GAR has intimate
knowledge of the grant due to daily contact and monitoring
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Hr. Roy Markon, Cormissfoner
General Services Administration FFRS

GAO has advised us informally that their report on our excess property
proqgram will be released in the next week or two. e have teen
reluctant to impiement any extensive changes in our surveillance
program pending the outcome of the study. Upon receipt of the report
we will {nitfate action to make appropriate changes {in our property
progran,

Sincerely yours,

Original Signed vy
Thomaa Uboig

Thomas Ubois
Assistant Director
for Administration

cc: AD/A rm. 525 (2)
DGC/PPS Chron  «Commmssad 7
AAB Chron vrm, 640
DGC CRF file 201
DGC Chron file 201
Mr. Hichelitch, AAB rm. 540

DGC/AAB/PPS:RAMichelitch/CliFrost :mpt - 4/22/80
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excess property in their audit programs. Attachment 1 is a copy of our

April 30, 1980 letter to GSA in response to their request for a copy of

our surveillance procedures. As stated earlier in this letter, there is

no mention in the report of any discussions by the GAO with either OMB-or GSA
on this subject as promised during the audit.

In summary, we do not feel the draft report adequately addresses the intent of
the Law, the advantages of the excess program as it relates to grantees, the
appropriateness of the implementing regulations, or the manner in which the
program is administered by the National Science Foundation.

Sincerely yours,

K. C. '

Richard C. Atkinson
Director

Attachment 1
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Lack of clear determinaticn of grantee's need for excess property.

We are pleased that the GAO staff concluded that our procedures in this area
were found to be adequate.

Lack of procedures to assure that grantees do not routinely acquire property
costing more than the value of their grants.

The statement at the top of page 23 concerning the level of administrative

approval obtained by NSF for transfers of property in excess of grant amounts
is misleading.

The intent of the requirement for approval at an administrative level higher
than the Project Officer was never clearly defined. At NSF there is no direct
supervisory chain between the Program Officer and the Property Officer. The
Program Officer has authority to recommend that a grantee be given permission
to acquire excess property, but only the Property Officer had the authority

to grant this permission. We had interpreted this separation of functional
responsibilities to satisfy the requirements. Accordingly, all such transfers
were approved by both the Program Director and the Property Officer.

Following our discussion with the GAO representative last winter, we implemented
a procedure requiring the approval of the Section ‘Head or Division Director, in
addition to the Program Director in instances where the total recommended for
transfer exceeds the grant amount.

Non-reimbursable transfer to National Science Foundation grantees of property
requiring reimbursement.

We certainly cannot quarrel with the statement beginning at the bottom of page
24 to the effect that many items of property transferred "appeared™ to be common
use items or to have questionable applicability to scientific research.

However, we are concerned that the report offers recommendations and conclusions
that could seriously damage the program based on'appearances" without
determining whether any of the items of equipment were in fact used for other
than scientific research purposes. Many items of equipment which are ordinarily
thought of by laymen as general purpose equipment take on the nature of
scientific equipment or components when used by a scientist. For example, armor
plate from warships is used on a research project to protect against radiation;
a lathe is used in developing instrumentation; a power supply is used to drive
scientific apparatus; a four wheel drive vehicle is vital te the success of many
archaeological undertakings or in the study of wild animals; boats are used to
perform research on sea life; cages are used to house laboratory animals, etc.
As the report points out, the property obtained by the Grantees was in

fact required for use on scientific research projects and was certified to this
effect by the principal investigator on each project as well as the

Foundation's appropriate scientific personnel. We have no evidence available

to suggest that any of the equipment was not so used. It would be
unconscionable not to share the view expressed by the GSA official interviewed.

The intent of the Public Law was to exempt from the 25 percent payment
requirement, all property transferred to Foundation grantees for use on
scientific research projects, not just equipment meeting a strictly
scientific definition. In this connection, the Assistant Commissioner
of GSA and the then Assistant Director for Administration of NSF agreed,
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NATIONAL SCIENCE FOUNDATION
WASHINGTON O C 20550

nsf June 27, 1980

OFFICE OF THE
DIRECTOR

Mr. H. W. Connor

Associate Director

Logistics and Communications Division
Distribution Management Group, Room 5832
441 G St. N.W.

Washington, D,C. 20548

Dear Mr. Connor:

Thank you for the opportunity to comment on the draft report of the GAO on
Implementation and Impact of Public Law 94-519.

We are extremely disappointed with the predominantly negative tone of the
report and the fact that it focuses almost exclusively on the mechanical
aspects of the program and addresses the program's advantages only in a

vague and general way. As you can imagine, the Foundation is very sensitive
to any action that might tend to interfere with our efforts to assist United
States universities acquire much needed instrumentation to perform first-rate
research. This is particularly true at this time, when the Federal Government
has recognized that our universities are lagging behind in this area. The
ability to obtain excess equipment for our grantees contributes significantly to
this effort not only by providing useful equipment but also by freeing monies
that can be used for new instrumentation.

Our detailed comments on the various sections of the report begin on page two.
However, we first want to offer several general comments concerning
the overall report.

It should be noted that we were not provided a copy of the complete draft
report. Only selected portions of the report were made available. Conse-
quently, we are unaware of what the omitted sections contain. The omission is
of particular concern since our position regarding the recommendations on
excess property are very much dependent on how the surplus property aspects of
PL 94-519 are being implemented and GAO's recommendation on this. One of our
major concerns with PL 94-519 is whether the property that would have been
transferred cheaply and efficiently at the excess stage is actually being
distributed cost effectively for scientific research purposes at the surplus
stage. We have strong reservations concerning the interest of many of the
state agencies for surplus property in obtaining the type of equipment we
normally acquire at excess. Our informal feedback suggests that some
universities are unable to develop satisfactory working relationships with

the state agencies. We suspect this may relate to the economic realities of the

state agencies which may not be totally compatible with the needs of research
institutions.
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15

Other Comments

In addition to the above comments to the draft GAO recommendations, GSA
offers the following comments, which are technical in nature, for the
purpose of improving the overall accuracy of the report.

Page 20 - last two paragraphs: Imsert the words '"on the part of the
sponsoring Federal agencies'" after the word "determination" in the

next to last paragraph and after the word "procedures™ in the last
paragraph. The words "...without the approval of an agency official at
an administrative level higher than the project officer administering
the grant" should be added to the end of the last paragraph. The FPMR
states that "Pro forma approvals or disapprovals are inconsistent with
the purpose of this regulation." These changes will clearly direct the
comment to implementation of the FPMR requirements 1In 101-43.320 by

the spomnsoring Federal agencies.

Page 24 - last paragraph: This paragraph states that reimbursement

should be requitred in instances where transfers of excess property to NSF
grantees appear to be common-use items or have questionable applicability
to scientific research. It is GSA's opinion that appearance alone is not
sufficient basis to require reimbursement for these transfers, but that a
statement as to the intended use of a questionable item should be required
prior to approval of the transfer by GSA. Further discussion of this point
follows in the next comment.

Page 25 - second paragraph: FPMR 101-43.320(b) (2)(iv) provides that GSA
will consider items of personal property as scientific equipment when NSF
certifies that the item requested is a component part of or related to a
piece of scientific equipment or is an otherwise difficult to acquire
item needed for scientific research. This provision is the basis for
determining the requirement for reimbursement in the event the requested
equipment is not clearly scientific. This FPMR paragraph allows limited
discretion in the determination of what is scientific, and further states
that: "Items of property determined by GSA to be common-use or general
purpose property, regardless of classification or unit acquisition cost,
shall not be transferred to the National Science Foundation for use by
profect grantee without reimbursement.’

Since a reimbursement determination must be made on a case-by-case basis,
depending on the scientific nature or application of the requested property,
GSA has provided further guidance to the regional offices in the Utiliza-
tion Handbook, PRM P 7800.1 which states: "Items of excess personal
property determined by regional offices to be common-use or general
purpose, such as typewriters, furniture, vehicles, hand tools, fuels, or
metal sheets and shapes, regardless of FSG or unit acquisition cost, shall
not be transferred to NSF for use by a project grantee without reimburse-
ment.'" The GAO report should acknowledge the discretionary determination
of scientific equipment by GSA regional offices on a case-by-case basis

in accordance with the FPMR and Utilization Handbook.
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13

Federal Property Management Regulations and the State plan of operatioms,
the State agency is authorized to convey conditional title to property
donated, require donee certifications and agreements, and te¢ impose, modify,
or remove restrictions on the use of donated property, other than those
imposed by FPRS.

Prior to approving transfers for donation, the regional office shall
obtain State agency certification that adequate facilities exist to effect
physical security and proper storage for the protection of property. The
State agency, as a bailee, may be liable for Federal surplus property
transferred to the agency that cannot be accounted for when lnventory is
taken, absent any lawful excuse for nondelivery or nonaccountability.
Reglonal offices monitor requests and allocations for property in their
area, review justifications and essential background information to
warrant the transfer of special categories of property and property with

a high acquisition cost which is readily marketable. The donation of this
type of property by the State agency requires the authorized representative
of the donee institution or organization to certify that the property will
be properly safeguarded, used in accordance with the letter of intent and
any special handling or use limitations imposed by FPRS, and dispensed

and administered under competent supervision.

State agencies, pursuant to their State plan of operations, shall make
utilization visits or obtain written utilization reports from donees
giving the date donated property was placed intc proper use and the nature
of its continuous use during the period of restriction. When information
is received which indicates or alleges that donated property is misused or
mishandled, notification is immediately made by the State agency to the
FPRS Regional Personal Property Division. The Staie agency then makes
appropriate reviews of alleged noncompliance of donated surplus property.
If noncompliance with the terms and conditions imposed on donated property
is found, State agencies coordinate compliance activities with the FPRS
regional office prior to undertaking the sale of donated property or
making demand for payment of the falr value, or fair rental value, of
donated property which has been found in noncompliance.

When alleged fraud or indication .. fraud is indicated, a report with all
known information is made immediately by the FPRS Regicnal Personal Property
Division or State agency director as appropriate to GSA's Office of Inspector
General. When State agency directors learn of a theft of Federal property
under their jurisdiction, they immediately report all avallable inforwmation
to the FPRS Regional Personal Property Division, th: local FBI, and the
local State law enforcement officials by telephone. Where allegations

have been lodged and the donee is placed under investigation, FPRS may
direct the State agency involved to temporarily defer donations of prop-
erty to the donee under investigation until the investigation has been
completed. Upon completion of the investigation, the deferment may be
either removed or made permanent, depending upon the circumstances as
determined by FPRS.
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Recommendation: Take action te improve State agency inventory control proce-
dures where they are found to be inadequate.

Comment: This is being done as part of our general program and audit reviews.
The Federal Property Act reads as follows:

"The State plan of operation shall require the State agency to utilize
a management control system and accounting system for donable property trans-
ferred under this section of the same types as are required by State law for
State-owned property, except that the State agency, with the approval of the
chief executive officer of the State, may elect, in lieu of such systems, to
utilize such other management control and accounting systems as are effective to
govern the utilization, inventory control, accountability, and disposal of
property under this subsection."”

Each State plan of operation contains a description of the State agency's
property management control system and its accounting system. These systems
must comply with the requirements of the law and they must be used by the
State on a continuing basis. Compliance with this requirement is reviewed
by FPRS during the bilennial State agency reviews.

During Fiscal Years 1978-1979, 62 State agency reviews were completed. The
only State agencies not reviewed were Massachusetts, Rhode Island, New Jersey,
the District of Columbia and West Virginia. For Fiscal Year 1980, 13 State
reviews have been completed and 16 more reviews are scheduled. Where
accounting or property management control has been found to be deficient,

the director of the State agency has been instructed to take corrective
actions including alteration of the State plan of operation if necessary.

In addition to the above FPRS overview of the inventory control procedures
of the State agencies, 10 audit probes have been conducted by the GSA
Office of Audits, including Mississippi and South Carolina which are
considered full audits. Five GSA audits are in process (Towa, Missouri,
California, Oregon and Washington). Six more GSA audits are planned

(New Jersey, New York, Alabama, North Carclina, North Daketa and Wyoming).
New Hampshire is also being considered for a possible GSA Audit,

Upon receipt of the reports covering these audit activities, FPRS will work
with the State agencles to develop programs for correction of any inadequacies
in their inventory contrcl and property accounting procedures which are noted
in the audit report.

Recommendation: Take action to eliminate the lack of or improper
utilization of property by donees.

Comment: Procedures are in effect to eliminate the lack of or improper

use of property by donees and is a matter of continuing oversight commen-
surate with available resources.
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As a prerequisite for participation in the denation program, P.L. 94-519

requires that each State shall develop, according to State law, a detailed plan
of operation. It is the responsibility of the chief executive officer of the
State to certify the plan and submit it to the Administrator of General Services
for acceptance. The law further provides that temporary plans could be submitted
where it was found that the State legislature could not develop a plan of
operation within 270 days after enactment of the law.

We are of the opinion that the preparation of a State Plan of operation

is a function of the executive branch of the government and not the legis-
lature. This to a great extent explains the great difficulty the States
have experienced to date in an attempt to obtain so called permanent plans.
Many of the legislatures meet for comparatively short periods during any
session and then many of the legislatures meet biennially. To obtain
consensus on a plan of operation by a large group is most difficult,
particularly in relation to a purely administrative function,

It is our intention to recommend an amendment to P.L. 94-519 to remove

this requirement and to have the State plans prepared within the executive
branch of the State government with the approval of the Chief Executive. The
requirement for advertisement of the plan will be retained and comments
thereon by the general public before finalization will be encouraged.

At the present time, 54 State agencies participate in the donation program,
which includes the 50 States, the District of Columbia, the Virgin Islands,
Puerto Rico, and Guam. Only American Samoa has elected not to establish a
State agency and therefore does not pariticipate in the donation program.
All State plans accepted by the Administrator as of this date are temporary
plans approved by the Governor or Chief Executive Officer of the State, with
the exception of the permanent plans of Wisconsin, Idaho, Oklahoma and South
Carolina which were approved by their State legislatures.

During the past 2% years, the State agencies have frequently been reminded of
the requirement for the development of permanent plans of operation.

Recommendation: Take necessary actioms, including establishment of time-~
tables and penalties, to require Stdtes to accomplish biennial external
audits of their State Agencies for Surplus Property as required by law
and the regulations which implement the law.

Comment: We concur.

Regulations for this requirement exist and timetables are established.

Since the start of FPRS administration of the donation pregram, 35

external audits have been completed by the States. Seven external audits

are in process (Vermont, New Jersey, the Virgin Islands, Alabama, Kansas,
Utah, and Hawaii). Five States submitted external audits which were found to
be incomplete and were rejected (New Mexico, Oklahoma, Texas, Arizona, and
Nevada). Actions have been initiated to correct these deficient audits.

The Minnesota State agency's external audit is scheduled for completion during
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of public service. Recognizing this fact, most State agencies have empleoyed
one or more screeners 8o that the preferred program of onsite screening can
be performed. In cases where this has not been economically feasible, two
or more States have employed the services of a single screener. It is
believed that the development of such informal arrangements is preferable

to establishing several additional regional state organizations which for
the most part duplicate the efforts of the National Assoclation of State
Agencies for Surplus Property, add to the State agencies costs of operation
and could lead to the balkanizing of the national program,

The intent of the Congress to encourage onsite screening was clearly pointed
up during the Senate committee hearings which proceeded enactment of P.L.
94-519. At that time it was noted that many organizations and institutions
had expressed the following concermns:

1. State governments would monopolize the better items of property.

2. Donee programs could be jeopardized if the donees were prohibited
from directly searching for and acquiring specific items of property.

3. Shipment of all property to State warehouses could increase
donee costs.

4, The need for surplus property is greater at the local government
level than the State government level.

5. States which generate high volumes of surplus property will
acquire an inordinate share of the better property.

One of the actions taken by the committee to relieve these concerns was to
require that special consideration be given to requests for property which
is screened by trained eligible donees. 1In view of this, provisions

have been made for onsite donee screening. The presence of State representa-
tives during such screenings is encouraged to provide necessary assistance
and control, particularly when it is not possible for FPRS Area
Utilization Officers to be present. Since June 30, 1978, the number of
donee screeners has Increased from 300 to 618, a growth of 106.6 percent.
It 1s also significant that the State agencies employed 155 screeners
prior to the passage of Public Law 94-519, The present 242 State agency
screeners represents a 56 percent increase.

Early in Fiscal Year 1978, FPRS realized a need for a training program for
State, Federal and donee screeners. FPRS personnel met with representatives
of the National Association of State Agencies for Surplus Property

(NASASP) and the U.S. Army Logistics Management Center (ALMC) and

secured their assistance in the development of a program for training
personal property screeners at the U.S. Army Logistics Management Center,
Fort Lee, Virginia. The resulting course, Department of Defense (DOD)
Disposal Policies and Procedures for Federal and State Screeners, has
successfully provided an opportunity for screeners from Federal and State
agencies, local governments, other public agencies and nonprofit
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during the latter part of June or early July of this year. This revision
clearly states that all allocations of surplus property must be based on
the following:

(1) Need and useability of property as reflected in selections of
property by a State agency, including expressions of need and interest
on the part of public agencies or other eligible donees within the
State, transmitted to FPRS through the State agency.

{(2) Regions or States in greatest need of the type of property to
be allocated, where a particular and important need is evidenced by
a justification accompanying the expression of need.

(3) Extraordinary needs occasioned by disasters.

(4) The quantity of property of the type under consideration which
was previously allocated to or is potentially available to a State
agency from a more advantageous source.

(5) Performance of a State agency in effecting timely pickup or
removal of property allocated to the State and approved for transfer
by FPRS.

(6) Performance of a State agency in effecting prompt distribution
of property to eligible donees.

(7) Equitable distribution based on the existing condition as well
as the original acquisition cost of the property available for donation.

(8) Equitable distribution based on a formula of population and per
capita income for each State. Natiocnal entitlement percentages are
recomputed every 2 years. In addition monthly Over and Under Reports
are prepared which give the 12-month status for each State relative to
its national entitlement percentage. This report is used as a guide by
the allocator when there are competing requests for the same items of
property.

As previously noted, the fact that property allocations should be based,
in part, on historical data has been a program requirement since the
enactment of P.L. 94-519. This requirement will again be reviewed with
all allocating offices.

Recommendation: Implement screening procedures similar to those used

in the western part of the United States throughout the balance of the
country.

Comment: We do not concur in this recommendation.

The Western States Surplus Property Organization (WSSPO)} is an administrative

group consisting of 15 western states namely, Alaska, Arizona, California,
Colorado, Guam, Hawaii, Idaho, Montana, Nevada, North Dakota, Cregon,
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CHAPTER 3 -- SURPLUS PROPERTY DONATION
PROGRAM UNDER PUBLIC LAW 94-519

Recommendation: TImprove the General Services Administration's (GSA) procedure
for allocating donable property among the States by requiring allocating
regions to use historical data.

Comment: Current procedures require the allocating regions to use historical
data in allocating highly desirable items of property.

During the deliberations which preceded the transfer of the donation program
from the Department of Health, Education, and Welfare to GSA, the Senate
Committee on Governmental Affairs expressed concern that States which generate
high volumes of Federal surplus personal property would acquire an inordinate
share of the better property items: As a result of this, P.L. 94-519 amended
section 203(j)(3) of the Federal Preperty and Administrative Services Act cof
1949 to read as follows: "...the Administrator shall, pursuant to criteria
which are based on need and utilization and established after such consultation
with State agencies as 1s feasible, allocate such property amorg the States on
a fair and equitable basis (taking into account condition of the property as
well as the original acquisition cost thereof), and transfer to the State
agency property selected by it for distriburion threugh donmation within the
State..."

Considering this requirement of the law and noting that most surplus
property generates at bases located in the scuth, southwest and western
United States, the Federal Property Resources Service (FPRS) adopted an
area allocation procedure which combines its 10 regional offices into four
allocating zones representing areas relatively equal in surplus property
generations. The four allocating areas, each consolidated under a separate
Donation Branch, are as follows:

(1) Zone 1, Washington, D.C. (includes the 16 States in Regions 1,
2, 3, and the National Capital Region);

(2) Zone 2, Atlanta, Georgia (covers the 8 States in Region 4
only);

(3) Zome 3, Fort Worth, Texas (comprised of the 15 States in
Regions 5, 6, and 7); and

{4) Zone 4, San Francisco, California (consists of the 15 States
in Regions 8, 9, and 10).
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DRAFT OF GENERAL ACCOUNTING QFFICE AUDIT REPORT COVERING
THE IMPLEMENTATION AND IMPACT OF PUBLIC LAW 94-519

Recommendations contained in the draft United States General Accounting
Qffice report on the implementation and impact of Public Law (P.L.) 94-519
{assignment code 943179) and our comments pertaining to these recommenda-
tions are outlined below. Other comments follow at the end.

CHAPTER 2 -- GOVERNMENT EXCESS PROPERTY TRANSFER
PROGRAMS UNDER PUBLIC LAW 94-519

Recommendation: The Administrator of General Services require his
personnel to review proposed transfers of excess property to grantees
thoroughly and to return, without approval, those which do not appear
proper, including nonreimbursable transfers of common use items to
National Science Foundation grantees and any transfers to grantees whose
eligibility apparently has expired or socon will.

Comment: Within existing regulations, the FPMR 101-43.320(c) requires
all transfer orders for excess personal property for project grantees

to be signed by the sponsoring agency's accountable officer and state

the name of the project grantee, the grant number, the scheduled date of
termination, the purpose of the transfer, and affirm that the transfer of
the property is requested for use by a project grantee in accordance with
the provisions of Part 101-43. FPMR 101-43.320(b)(2)(iv) provides that
GSA will consider items of personal property as scientific equipment when
NSF certifies that the item requested is a component part of or related to
a piece of scientific equipment or is an otherwise difficult to acquire
item needed for scientific research.

We will reaffirm the above FPMR requirements with the GSA regional offices
to insure proper control over transfers to project grantees and continue
to pay particular attention to these transfers when conducting regional
management reviews. A review of transfers of excess to project grantees
will be made by the FPRS regional personnel. With respect to the
expiration date of the grants, we will require the regional offices to
determine if the grant will be renewed or extended if the request for
transfer of excess i1s received within 60 days of the expiration date of
the grant stated on the transfer order, and GSA will initiate an FPMR
amendment to require agencies to include this information on the transfer
orders.

We will provide further guidance to the GSA regional offices to require
reimbursement in the absence of the required NSF certification on the

transfer orders for equipment that is not clearly scientific.

In the fourth line of the recommendation, we suggest that the words
"... appear proper," be replaced with "...meet the FPMR requirements."
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-

Honorable Elmer B. Staats Oc¢tober 11, 1979

We suggest that the report also discuss types and coverages
of care and handling and service charges, administrative feasi-
bility of their application, the effect of additional required
payments from the States and recipients, as well as historical
and current Federal and State experience with the matter. Other
points and comments you deem pertinent should be included.

By providing the above information in the context of the
overall presentation, the report will place the Congress, and its
cognizant committees, in a much better position to determine the
need and value of any changes with respect to costs and charges.

Sincerely yours,[

OHN L. BURTON JA BROOKS
Chairman Ch¥8irman
Government Activities

and Transportation

Subcommj.ttee
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amendment at this time we might make
some progress if the Senator would pro-
vide his views on the following.

That we might accelerate the time
when the GAO, which is doing a study
on the overall effect of the 1977 law,
may be asked to complete that portion of
its study dealing with the effect the
1077 law is having on the priority of AID
and the PVO’s. The entire study is to be
completed in April 1080. I would ask that
the specific portion that [ am concerned
about be completed in January, 1980 in
order to enable the Commitee on For-
eign Relations to crank the findings of
the GAO report into the hearings for
next year's foreign assistance bill. I think
that would help us very much.

I would appreciate any other comment
upon this matter by Benator PRYGR, be-
causs I am sure he has the same motiva-
tion tha} I have, that he could make in
respect of this problem.

Mr. PRYOR. Mr. President, I thank the
distinguished Benator from New York
and share his concern that the agencies
he has discussed be given the full co-
operation of other agencles to the extent
cohsigtent with current law. The mis-
sions of foreign assistance agencies have
the support of Congress and we must
certainly review every program that afe
fects accomplishment of those missions.

Almost 3 years ago, Congress developed
& comprehensive program for the dona-
tion of Federal surplus personal proper-
ty. That legislation, Public Law §4-519,
was the product of the efforts of many
pecple, but leadership was provided by
the distinguished chairman of House
Oovernment Operations Cemmittee, Mr,
Brooxs, and a distinguished previous
chairman of the subcommittee I now
chalr, the junior Senator from Georgia
(Mr. NUNN),

With considerable foresight, the au-
thors of Public Law 94-519 reguired a
careful ansalysis of the effects of the
statute during the first 2 years of its
existence, following its effective date of
October 17, 1877. Both the Administra-
tor of General Bervices and the Comp-
troller General must submit reports
within the 6 months following expira-
tion of the initial 2 year perjod.

I ask unanimous conhsent to have
printed in the Recomp et this time the
language of the act requiring such
reports.

‘There being no objection, the language
was ordered to be printed in the Rzcorn,
a8 Tollows:

8xc 10. Not later then thirty momths after
the effective date of this Act, and blennially
thareafter, the Administrator and the Comp-
trotler Clenersl of the United States ahsll
sabh transmit to the Congress reports which
oover the two-year period from such effec-
tive date and contain (1) & full and inde-
pendant evaluation of the operation of this
Act, (2) the extent to which the oblectives
of this Act have been fulfilled, (3) how the
needs served by prior Federal personal pro-
perty distridution programs have been met,
{4) an sssessment of the degree to which
the distribution of surpius property has met
the relative needs of the werlous public
agencies and other eligible Inatitutions, and
(&) such recommendations as the Adminia-
mtarmmdd:.he Oompt.t;ull; General, res-
pectively, determine necessary
desirable, o

CONGRESSIONAL RECORD — SENATE

Mr. PRYOR. The Senator from New
York has, with his wisdom, suggested
that an additional study be made by
the General Accounting Office reviewing
the implementation of Public Law 94-
619 together with other relevant legisla-
tion as it affects agencies covered by
the Foreign Assistance Act. I think this
is a good sound proposal, and a prudent
way to gather information on a subject
of great importance to both the Foreign
Relations Commitiee and the Covern-
mental Affairs Committee, particularly
its Subcommittee on Civil Bervice and
General Services which I chair, I, there-
fore, concur In his request.

I wish to state to the Presiding Offi-
cer and to the Senate that we do want
this study to be made very quickly, I
concur in the thoughts and wishes of
the Senator from New York.

Mr, JAVITS. Mr. President, if the
Senator will allow me, I gather, then,
that the Senator would be willing to
Join me in whatever effective way is ap-
propriate to make this request of the
GAQ

Mr. PRYOR, I should be very proud
to join with the distinguished Senator
from New York in the request for this
additional study that we need.

Mr. JAVITS. I thank my ocollsague,
very much.

Mr. PRYOR., I thank the distinguished
Senator Irom New York for his
suggestion.

TP AMENDMENT ¥ O, 270
(Purposs: To provide for payment of travel
axp lated to ecucational purpoees
for dependents of employess of the State

Department, the Intarnstional Communi-

catlon Agency, and the Agency for Inter-

national Devsiopment)

Mr. MATHIAS. Mr. President, I have
an amendment which I send to the desk
and ask that it be cansidered.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read as
follows:

‘The Benator from Maryland (Mr. MATHIAS)
Proposes unprinted amendment No. 370,

Mr. MATHIAS, Mr. President, I ask
unanimous consent that further reading
of the amendmnent be dispensed with.

The PRESIDING OFFICER. Without
objection, 1t is so ordered.

The amendment is as follows:

On page 36, between lines 11 and 12, insert
the following:

CERTAIN TRAVEL EXPENGES

8Bxc. 121. (a) Bection 5914(4) (B) of title 5,
United Btates Code, is amended by striking
out “one annual trip sach way for each de-
pendent of an employee of the Department
of State or the United States Information
Agency,” and inserting in lleu thereof a
coms and the following: “in the case of
dependents travellng to cobtain secondary
education, one annual trip, or In the case
of dupendents traveling to obtain under-
graduate college sducation, two annual t¥ps,
each way for each dependent of an employee
of the Department of State, of the Interna-~
tiohal Communication Agency, or of the
Agency for International Development.”

(b) The amendment made by subsection
(a) shall take effect on October 1, 1870.

Mr. MATHIAS. Mr. President, this
amendment is a very simple cne. It sim-
Ply provides additional travel aliowances
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for the college-age dependents of AID
personnel, In the course of recent months
Mrs. Mathias and I have been discussing
the implications of the International
Year of the Child and what the Interna-
tional Year of the Chiid ought to mean.
It occurred to me that one of the serious
guestions that ought to be ralsed is what
we are doing to our own children, the
children of Americans who serve this
country in various parts of the world.
Of course, the answer to that question
is that we are helping to isolate children
from their families; we are helping to
loosen family ties, which, in a period of
great change in the world, ought to be
strengthened. One of the ways to
strengthen family ties and to help re-
store the stability of families—~families
for whom we have a particular responsi-
bility here, in the Senate—Iis to provide
that these families can be reunited more
often than is presently possible under
existing law. We already have done this,
& month ago, with respect to State De-
partment dependents and ICA depend-
ents, 0 we are merely rounding out this
program in providing the additional
travel for the dependents of AID families.
I hope that this amendment will be
agreeable to the Senate because 1 think
it Mﬁ::.od policy and I think it is simple

Jus

Mr. JAVITS. Mr. Preaident, I note that
this particular amemniment relates to de-
pendenis of UB. Government officials
serving abroad. Considering the disrup-
tion -of fmmilies which occurs and the
heed for getiing good people, who may
have in thewe top policymaking
jobs, and the fact that we have to com-
pete for talent with private business
which sends people abroad and gives
them privileges of this kind, the rela-
{ively small amount of money which Is
utilized by the United States in the proc-
eds it seems to me and {0 Benator Mc~
Govers, who instructed me respecting
this matter just before he left the floor,
that this amendment should be accepta-
ble. A¢ least, we certainly should take it
to conference and endeavor to get the
conference to apnprove it.

80, on behalf of hoth sides. Mr. Presi-~
dent, in the absence of Senator McGov-
EXN who. as I sald. natructed me before
he left. T am willing to accept it for the
committee,

Mr. MATHIAS. I thank the distin-
guished Senator from New York.

Mr. President, the Senator is right. Tt
does deal with dependents. It Involves
a relatively small expenditure of funds.

Mr. JAVITS. Mr. President, T suggest
to the Senator, as we are waiting for
8enators to come and present thelr
amendments, that he does not yleld back
his time, and I will not, but that T would
rather suggest the absence of a quorum
and we will adopt the Senator's amend-
ment as 500N as we get another Bena-
tor in.

Is that all right?

Mr. MATHTAS. Mr. President, T make
& point of order that a quorum is not
present.

The PRESIDING OFFICER. The clerk
will call the rol,

The assistant leglslative clerk pro-
ceeded to call the roll,



APPENDIX 111 APPENDIX III

Elmer B. Staats - Page Two

We call your attention to pages 57957 and S7958
of the Congressional Record for a discussion of this matter.
If we can provide additional information, please contact us.

Sincerely,
P
Ted Stetvens David Pryor
Ranking Minority Member Chairman, Civil Service and
Civil Service and General General Services Subcommittee

Services Subcommittee / d‘é

Frank Church
Chairman, Foreign Relations
ignﬁRelations Committee

Committee

Enclosure
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--Donee: Mount Ellis Academy

(Property item: crane; acquisition cost: $2,500; donation
period: less than 6 months)

This item had not been used. The donee representative
told us the item would be repaired and used in the construc-
tion of a church. The donee is eligible as an educaticnal
organization and is authorized to use donated property only
for educational purposes.

—=Donee: Lewistown

(Property items: 10 trailer units; acquisition cost: $49,750;
donation period: 7 to 12 months)

These items had not been used by the donee. Instead, the
donee was leasing a portion of the trailer space to the U.S.
Geological Survey. The SASP manager had previously notified
the donee that leasing the space was not allowed. However,
the donee had continued to lease the space and tried to hide
this fact.
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This item was located in the donee's scrap yard. The

donee representative told us that the truck was used for
parts; however, the donee had previously certified to the
SASP that the truck would be used to haul fuel. The SASP
had not authorized the donee to cannibalize the truck.
This donee had obtained 17 other items of donated property,
having total acquisition costs of $88,691, which it was not
using and did not plan to use. The items had been given to
the Eskdale community, which was not authorized to receive
donated property.

--Donee: Iron County Civil Defense

(Property item: ambulance; acquisition cost: $8,061;
donation period: more than 12 months)

This item had never been used by the donee. It was in
need of repair, and the donee representative told us a former
county official had not wanted to spend money for the repair.
The l-year period for placing the item in use had expired.

--Donee: Notre Dame School

(Property item: warehouse tractor; acquisition cost: $300;
donation period: 7 to 12 months)

This item had been loaned to a local commercial business
firm. The donee representative told us the business firm had
agreed to repay the loan of the tractor by painting it, furnish-
ing a new battery, mounting a snowplow on it, and giving it
general maintenance.

COLORADO
—-Donee: Ute Water Conservancy District

(Property item: arc welder; acquisition cost: $2,476;
donation periocd: more than 12 months)

This item had not been used since being donated. The
donee representative told us the item needed repair. The
l-year period during which the item was required to be
used had expired.

--Donee: Delta-Montrose Area Vocational/Technical School

(Property item: truck; acquisition cost: $3,790; donation
period: more than 12 months)
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--Donee: Northeast Missouri State University

(Property item: grinder; acquisition cost: $3,305; donation
period: 7 to 12 months)

This item had never been used because the item was wired
for 440 volts and would have to be converted to 220 volts before
it could be used. The donee had previously reported to the SASP
that the item had been put in use in March 1979. 1In commenting
on our draft report, the SASP did not specifically mention this
item of property.

~-Donee: Miller R-2 School, Farm Co-op Class
(Property items:

-~-welder; acquisition cost: $1,573; donation period:
less than 6 months

--generator; acquisition cost: $2,385; donation
period: less than 6 months)

These items were being used by the students for their
personal use. Veterans enrolled in a Veterans Administration-
approved farm co-op class being taught at the school were
going to the SASP and getting property for their own personal
use. The SASP service charge was billed to the high school,
and the veterans then paid the school. This noncompliance had
previously been noted by the SASP.

--Donee: School of the Ozarks

(Property items: seven flight simulators; acquisition cost:
$175,000; donation period: more than 12 months)

These items had never been used. A school official stated
that they had been acquired for use in a flight training class.
The school discovered after picking up the simulators that they
were in poor condition and of such early vintage that they were
of no use to the school. The SASP subsequently informed us that
this property had been returned and sold by GSA.

—-Donee: City of Neosho

(Property item: semitrailer; acquisition cost: $5,822;
donation period: 7 to 12 months)
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-~Donee: Washington County

(Property item: crane shovel; acquisition cost: $67,300;
donation period: more than 12 months)

This item had never heen used by the donee. The crane
is missing an engine and a transmission. The SASP subsequently
informed us that the donee would return the property.

--Donee: City of Lameda

{Property items: two shelter domes; acquisition cost:
$8,000; donation period: more than 12 months)

These items had never been used. The SASP subsequently
informed us that the city was using the domes as shelters for
gas pumps.

~-Donee: The University of Texas at E1 Paso

(Property item: air compressor; acquisition cost: $30,938;
donation period: more than 12 months)

This item had never been used by the donee. The donee
representative told us that the item has a diesel engine which
must be replaced with an electric motor. He said he d4id not
know when the item might be used. The SASP subsequently
informed us that the compressor will be returned if it can
not be made operable.

—-~-Donee: East Texas State University

{Property item: electric forklift; acquisition cost: $4,563;
donation period: more than 12 months)

This item had never been used by the donee. The donee
representative told us the item needed repairs, but it did not
know when they might be made. The SASP subsequently informed
us that the needed repair parts had been obtained and the fork-
lift was put into use.
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EXAMPLES OF PROPERTY NOT BEING USED

OR NOT BEING PROPERLY USLED BY DONEES

TEXAS

--Donee: Dixie Volunteer Fire DRepartment

(Property items: two scooters; acquisition cost: $2,000;
donation period: less than 6 months)

These items had been taken to a fireman's home to be
repaired. The donee representative told us the scooters
would be used as children's toys. The scooters did not
serve a useful purpose in the fire department's operations.
The SASP subsegquently informed us that the scooters have
been returned for redonation.

--Donee: Zvala County Courthouse

(Property items: 856 heating stoves; acquisition cost:
$84,553; donation period: more than 12 months)

These items were distributed to the residents of a south
Texas town. The donee representative told us that $25 was
collected for each stove distributed.

--Donee: Community Action Corporation of Wichita Falls

(Property items: two refrigerators; acquisition cost:
$5,000; donation period: less than 6 months)

These items were repaired and then stored, pending
receipt of funding for expansion of the activity's kitchen.
The donee representative did not know when or if the
expansion will be funded. The SASP subsequently informed
us that if the refrigerators were not placed in use within
1l year, the donee would return them.

—--Donee: The Museum of Fine Arts, School of Art, Houston

(Property items: two trailer-mounted compressors;:

acquisition cost: $13,500; donation period: more
than 12 months)

These items had been cannibalized. Although permission
had been obtained to cannibalize only one of the compressors,
both were cannibalized and incorporated into art projects.
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SECTION 9

This section provided that the Law would become
effective 1 year after enactment. Since the Law was event-
ually enacted on October 17, 1976, its effective date was
October 17, 1977.

Originally, the House bill provided for an effective
date 180 days after the date of enactment, except for
sections 3 and 5--the sections limiting the acquisition
of excess property for grantees and vesting title to prop-~
erty in existing grantees~-which would become effective
300 days after enactment. The House Committee report
explained that the deferrals would assure a smooth transi-
tion: the 180-day deferral would assist States, where
necessary, to get required statutory authority enacted;
enable SASPs to prepare for expanded operations; allow
the revision, upgrading, and approval of new State plans
of operation; and give GSA time to prepare or revise regu-
lations and guidelines. The additional 120-day deferral
applicable to excess property for Federal agency grantees
would enable both grantors and grantees to complete neces-
sary action for the use-certification required so that
title to loaned property could be transferred.

As a result of a Senate amendment, the final l-~year
deferral was adopted. The Senate Committee report explained
that a longer deferral would allow the State legislatures an
opportunity to develop the State plans of operation and would
permit a more orderly transition to the new, consolidated
program, especially on the part of local organizations now
participating in the economic development excess property
programs. According to the Senate Committee report, these
local organizations would be able to take advantage of their
investment in the excess property programs during the l-year
deferral.

SECTION 10

This section of the Law prescribed the reporting require-—
ment imposed on us and GSA, which is guoted below.

"Sec. 10. Not later than thirty months after the
effective date of this Act, and biennially there-
after, the Administrator and the Comptroller
General of the United States shall each transmit
to the Congress reports which cover the two-year
period from such effective date and contain (1) a
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~-Property furnished to Indian tribes as defined
in section 3(c) of the Indian Financing Act
holding Federal grants.

The Law required every executive agency to submit an
annual report to GSA on all personal property furnished in the
United States to recipients ¢ther than Federal agencies. These
reports are required by the Law to show the acquisition cost,
categories of equipment, recipients of such property, and other
information deemed necessary by GSA. GSA is required to submit
to the Congress a summary and analysis of these reports. The
benefit to be derived from these reports is described in the
House and Senate Committees' reports on the bill in the follow-
ing manner: "This requirement, for the first time, will give
GSA and the Congress a ready source of information on how
excess property and other property not technically excess
but available for transfer to non-Federal users are, in fact,
being utilized."

SECTION 4

This section of the Law gave GSA the authority to decide,
after consulting with any agency possessing excess persoconal
property overseas, whether it is in the Government's interest
to return such property to the United States for handling as
excess or surplus property as authorized by other provisions
of law. Formerly, this decision rested solely with the
Federal agency having possession of the excess property.

The Law left intact the requirement that the transporta-
tion costs incurred by returning such property must be borne
by the Federal agency, SASP, or donee receiving the property.

SECTION 5

This section of the Law dealt with excess property
acquired by Federal agencies, through GSA, and furnished to
their grantees before the Law became effective. The Law
required the Federal agencies to survey all such property
and to report to GSA by about June 14, 1977, whether the
property was being used by each grantee for the purpose
for which it was furnished.

GSA was to transfer to the individual grantees title to
all property certified by the grantor Federal agencies as
being properly utilized. Property found not to be properly
used was to be transferred to an appropriate SASP at its
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—--State plans will provide that surplus property found
by SASPs to be unusable in a State will be disposed of
(1) through transfer to another SASP, (2) abandonment
or destruction (if sale would be uneconomical), or (3)
otherwise pursuant to the Federal Property and Admin-
istrative Services Act of 1949, as prescribed by GSA
(most likely sale).

The Law allows GSA to impose appropriate conditions on
the donation of items of property which it finds have charac-
teristics that require special handling or use limitations.

The Law allows GSA to use the proceeds from the sale of
property transferred to a State for donation but found by the
SASP to be unusable by eligible recipients to reimburse the
SASP for its care and handling expenses relating to such
property.

The Law allows GSA, or Federal agencies designated by
GSA, to enter into cooperative agreements with SASPs to
facilitate the carrying out of the surplus property donation
programs. Such agreements may be reimbursable or nonreimburs-—
able and may allow GSA, or the designated Federal agencies, to
use the SASP's property, facilities, personnel, and services
or to furnish such resources to the SASP.

The Law allows SASPs, with GSA approval, to acquire
surplus property for use in performing their functions. Title
to such property may be vested in the SASP.

The Law requires GSA to submit annual reports to the
Congress for each fiscal year showing the acquisition cost of
all personal property donated, by State, and such other infor-
mation and recommendations deemed appropriate by GSA.

SECTION 2

This section dealt with terms, conditions, reservations,
or restrictions imposed on use of property donated before
October 17, 1977, the effective date of the Law. Unless
violated before the effective date of the Law and subjected to
a judicial proceeding by 1 year after that date, these terms,
conditions, etc., would become ineffective on November 16, 1977,
if not reimposed by GSA. The House and Senate Committees' re-
ports on the bill stated the following: "This will assist in an
orderly transition from the present donation program to the one
to be established by the bill."

94



APPENDIX I APPENDIX I

Donated property received by nonprofit institutions must
still be used for purposes of education or public health, in-
cluding related research.

The Law removed HEW from the process of reviewing whether
property to be donated is usable and necessary and assigned
approval authority for all donations to GSA.

The Law requires that donated property be distributed
fairly and equitably among the States, considering the prop-
erty's condition, as well as its original acquisition cost.

GSA was responsible for complying with this requirement. The
Senate Committee on Government Operations added the language
concerning fair and equitable distribution to the bill that
became Public Law 94-519. 1In its report on the bill, the
Committee pointed out that even though it had been assured

that fair and equitable distribution would be required by GSA's
implementing regulations, it felt "that fair and equitable dis-
tribution should be required by law. This requirement should
help solve the concern of some States which do not generate
large amounts of surplus property." Fach SASP was made respon-
sible for the fair and eguitable distribution of property within
their States based on the relative needs and resources of in-
terested public agencies and other eligible institutions within
the State and their abilities to utilize the property. The
Senate Committee report explains insertion of this requirement
in the bill by saying that it will "insure that the more needy
recipients will receive surplus property."

The Law requires GSA to especially consider requests by
eligible recipients, transmitted through the SASPs, for speci-
fic items of property. The Senate Committee report explained
that this amendment was intended to reward initiative on the
part of local organizations which actively search for surplus
property that they need.

The Law required each State, in order to receive surplus
property for donation, to develop a detailed vlan of opera-
tion under which its SASP would operate. The plans were to be
developed by the State legislature and certified by the Governor.
Certified plans were to be submitted to GSA by about July 14,
1977. If the State could not meet this date, the Governor was
required to approve and submit a temporary plan. No such plan
or major amendment thereto was to be submitted to GSA until 60
days after general notice of the proposed plan or amendment
had been published and interested persons had been given 30
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affect the Donation Program. DOD stated that applying a 2-
percent surcharge, which DLA had determined to be appropriate
to DOD donations, would enable civil agencies to realize re-
coveries totaling about $3.5 million, which DOD believes is a
significant amount. DOD pointed out that donee responses to
our guestionnaire, as summarized on page 86, show that more
than 70 percent of the donees responding indicated that a 2-
percent surcharge would cause less than a l0-percent decrease
in the amount of property acquired. DOD, therefore, concluded
that the donees did not view the surcharge as being as serious
a problem as had been widely assumed.

DOD's estimate that civil agencies would recover about
$3.5 million by imposing a surcharge on their property is
based on the assumption that their care and handling costs
would be equal to 2 percent of the donated property's acqui-
sition cost. As previously stated, none of the civil agencies
included in our review account for care and handling costs of
donated surplus property. Therefore, these agencies and we do
not know what these costs amount to. Neither does DOD. There-
fore, the best evidence we could identify as to the economy of
these agencies' imposing a surcharge on their property was the
opinions of responsible officials in the agencies. We have no
basis for questioning their opinions. An additional factor,
perhaps not considered by DPOD, is that collecting a surcharge
on civil agencies' property would entail each such agency's
devising and implementing procedures to identify and collect
its care and handling costs as ccompared to one consolidated,
automated accounting and billing system which could be oper-
ated by DOD. Obviously, these fragmented systems would not
be as economical as one consolidated system.

The significance of the impact of a care and handling
surcharge on the amount of property that would be acquired by
donees is admittedly arguable to some extent. DOD's summari=-
zation of the donee responses to our questionnaire is correct.
However, the data shows that a 2Z2-percent surcharge would cause
34.5 percent of the donees to reduce the amount of property
acquired and would cause about 8 percent of the donees to vir-
tually drop out of the Donation Program; that is, reduce the
amount of property acquired by 90 percent or more. We believe
this would be a significant impact. As stated above, in com-
menting on a draft of this report, responsible officials of
the civil agencies included in this portion of our review
reiterated their agreement with this conclusion.
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--Once these costs have been identified, they can
be allocated to donations.

--DOD and/or GSA billing and collection systems
can be adapted to recover these costs.

--Currently, an inconsistent policy regarding the
recovery of care and handling costs is developing.
DOD will recover; civil agencies will not.

--0fficials of civil agencies involved in our review
believe the costs of establishing the accounting
and billing procedures needed to collect care and
handling costs on donated property may exceed the
amounts collected.

-~A care and handling surcharge greater than 1 per-
cent of acquisition cost would sericusly affect
the Donation Program.

We believe that the Congress should clarify certain
policies regarding the recovery of care and handling costs.
The Administrator of General Services has broad discretionary
authority to interpret provisions of the Federal Property and
Administrative Services Act of 1949. However, we believe ac-
tion by the House Committee on Appropriations has raised a
guestion as to GSA's interpretation of what care and handling
costs should be recovered when surplus property is transferred
under the Donation Program.

RECOMMENDATION

Accordingly, we recommend that the Congress clarify what
costs it deems should be recovered under section 203 (j} (1)
of the Federal Property and Administrative Services Act of
1949 so that these costs will be handled consistently through-
out the Federal Donation Program.

AGENCY COMMENTS AND OUR EVALUATION

GSA did not comment on our conclusions or recommenda-
tion on care and handling costs. The Federal civil agencies
involved in this portion of our review agreed with our recom-
mendation and reiterated their beliefs that (1) devising and
implementing procedures to identify and collect care and
handling costs would cost more than would be collected and
(2) collecting these costs would seriously reduce the amount
of property donated.
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Some of the other factors that donees considered in their
decision to acquire surplus property were

--current needs of the organization,

~-—availability of funds in the organization's budget,
-~condition of property and cost to rehabilitate it,
--availability of property when it is needed, and

--usefulness or suitability of property to organiza-
tion's programs.

Potential effects of
increased service charges

Increased SASP service charges will reduce the amount of
property acquired by donees. The amount of the reduction
depends, of course, on how much the service charges increase.

In our survey, we were interested in determining whether,
and how much, increases in the SASP's service charges might
cause donees to reduce the amount of property they would ac-
quire. We asked the donees to estimate the probable impact
on the amount of property they would acquire if the SASP's
current service charge was increased by 1 to 5 percent of
property acquisition cost. The following table shows the
effect of increased service charges on responding dconees
acquiring property through the Donation Program.

Effect of increase on respondents

0- 1-to 9- 10-tc 89- 90-to 100~ No. of
Increase in percent percent percent percent responding

service charge decrease decrease decrease decrease donees
(percent} 00 @ memmmmemmmme—mmm— e (percent ) ———=—=—————————————— e

1 80.7 2.6 13.2 3.5 145

2 65.5 5.6 21.1 7.7 142

3 48.9 3.5 32.2 15.5 143

4 41.5 3.5 35.2 19.7 142

5 38.7 1.4 28.9 31.0 142
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property would severely curtail the Donation Program as SASPs
would be unwilling to accept items for donation if they had
to pay an additional charge over and above the transportation
cost they currently pay.

Agency officials further believe that the demise of the
Donation Program would result in increases in their total
disposal costs. They stated that if property was no longer
donated it would have to be disposed of through GSA's sales
program, which is more time consuming. They believe this
would result in a property disposal bottleneck for the
agency as property would have to be stored for longer
periods. Agency officials believe the bottleneck, in
turn, may require the acquisition of additional storage
space, thereby increasing the agency's storage costs.

IMPACT OF CARE AND HANDLING SURCHARGE

The Hcouse Committee on Government Operations is concerned
that recovery of Federal care and handling costs, in addition
to the service charge already collected by SASPs, might put
the Donation Program financially out of reach for many donee
organizations. Therefore, the Committee asked us to provide
information on how a care and handling surcharge might affect
the Donation Program.

Most SASPs operate without financial assistance from
their State government. Their operating costs are generally
financed by a service charge which is paid by the recipient
of donated property--the donee. These service charges are
designed to recover the direct and reasonable indirect costs
the SASP incurs in acquiring and distributing surplus property.
If SASPs are required to pay a care and handling surcharge on
the Federal surplus property they acquire, this cost would be
passed on to donees in the form of higher service charges.
Therefore, to find out how a surcharge would affect the
Donation Program, we attempted to determine the potential
impact on those most affected by such a charge--the donees
that ultimately would have to pay it through higher service
charges.

We sent questionnaires to 519 donees throughout the
country. Because of time limitations, we did not attempt
to apply statistical sampling methods in selecting donees
to survey. Instead, we requested each SASP director to
select and provide a list of names and addresses for 10
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Direct Costs Applicable To Disposal Actions

Applied direct costs

(millions)

Disposal action:

Reutilization S 4.020
Transfer 1.642
Donation 5.283
Sales 8.363
Scrap 1.334
Abandonment or
destruction 0.161
Total applied direct cost $20.803

Of the $5.283 million allocated to the donation function
in the above table, $2.112 million was for the assistance pro-
vided by disposal office personnel to SASP and donee represent-
atives in the screening of property for donation, and the
remaining $3.171 million was for the accounting and care and
handling of donated property. For analysis purposes, we have
accepted DLA's position that the $2.112 million attributable
to donation screening assistance would not be incurred if the
Donation Program were terminated.

During fiscal year 1978, about 346,000 items of DOD sur-
plus property, originally costing $248.8 million, were donated.
Assuming there had been no Donation Program, this property would
have been disposed of through sale or scrapping. Such treatment
would have resulted in increased sales and scrap expenses, which
in that year averaged $8.40 for each $1,000 of acquisition cost
of property sold or scrapped. Therefore, selling or scrapping
an additional $248.8 million of property would have increased
sales and scrap expenses by 52.087 million.

We compared the estimated decrease in direct costs that
would have occurred, according to DLA, by eliminating dona-
tion transactions--$2.112 million--to the estimated increase
in sales and scrap expenses that would have occurred because
of the increased workload in those activities—-—-$2.087 million.
On the basis of this comparison, we estimated that DOD's fiscal
vear 1978 incremental disposal costs attributable to donations
were about $25,000.
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~=Sales.
--Scrap.
—--Abandonment or destruction.

To develop surcharge alternatives based on recovery
of disposal costs, DLA had to determine what costs were
incurred for reutilization, transfer, and donation opera-
tions. The property disposal accounting system is not
structured to provide cost data by type of disposal action.
However, cost accounts have been established to accunulate
data by type of work activity performed at the disposal
offices. DLA identified cost accounts that provided overall
operating costs associated with handling excess and surplus
property. Through a series of comparative ratios, DLA
allocated some or all of the costs in each of these accounts
to reutilization, transfer, and donation operations. By
analyzing fiscal year 1978 disposal performance data, DLA
estimated that DOD incurred costs of $5.3 million for care
and handling of donated property. On the basis of the ac-
quigsition cost of property donated in that year, a 2.l-percent
surcharge would have to be applied to donation transfers to
recoup these costs.

The 1949 Act allows recovery of only the care and hand-
ling costs associated with the donation of surplus property.
Some of the cost accounts DLA used in determining the donation
surcharge do not conform to the statutory definition of care
and and handling as provided in the 1949 Act. Of the $5.3
million in direct expenses cited by DLA, only $2.8 million
is related to care and handling as defined by the act. The
other $2.5 million represented costs of accounting for and
screening property. Accounting and screening are not included
in the statutory definition of care and handling. Therefore,
in our opinion, the costs of these functions are not recover-
able under the 1949 Act. DLA officials informed us that the
cost accounts used were selected not on the basis that they
conformed to the the act, but because they were considered
to provide direct processing costs related to the handling
of excess and surplus property while it was in the DOD dis-
peosal system. They agreed that had they restricted their
selection of costs to only those incurred by care and hand-
ling functions performed for donated property, their cost
estimate would have been much less than $5.3 million.
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If the recoverable care and handling costs identified
in the FPMR are less than $100 for any one transfer, re-
covery of the amount involved may be waived. GSA officials
indicated that recovery of amounts of less than $100 is con-
sidered uneconomical. These officials were not sure just
how the $100 minimum limit was established. They noted,
however, that before 1966, the minimum collectible amount
was $15. GSA has never attempted to identify what care
and handling costs Federal agencies have incurred for ex-
cess and surplus property.

Over the years, DOD, GSA, and other Federal agencies
have treated most care and handling costs that would be
recoverable under the FPMR as part of their overhead and
have not attempted to recover them from SASPs. On occasions,
they have recovered some costs but only on those surplus
property transfers that require the agency to provide extra-
ordinary services—--involving labor, equipment, or material--
not normally furnished in disposing of property. As a result,
SASPs, in most cases, have been able to acquire surplus prop-~
erty without having to pay the Government anything for it.

SASPs NOW MUST PAY DOD
CARE AND HANDLING COSTS

DOD generates the majority of the Government's excess
property; consequently, the majority of property that be-
comes surplus and is transferred to SASPs under the Donation
Program is DOD-owned. As a result of recent legislation,
SASPs will have to pay a care and handling surcharge on this
property.

DOD has an extensive property disposal system to
handle its excess and surplus property. Acting through its
worldwide network of property disposal offices, the Defense
Property Disposal Service effects redistribution of excess
personal property within DOD, assists and participates in
GSA's reutilization and donation programs, and disposes
of DOD's remaining surplus property through public sales.
Until recently, DOD's disposal operation costs were funded,
for the most part, through revenue from sales. Because of
the widening gap between disposal costs and revenues, DOD,
in its fiscal years 1979 and 1980 appropriation requests,
asked the Congress to approve direct funding for property
disposal operations.

The Appropriations Committees approved DOD's latest
request for direct funding, but, at the same time, they added
a general provision to the fiscal year 1980 appropriations
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statement, AID failed to point ocut that the draft report also
stated, regarding domestic excess property: "* * * gection
608 (of the Foreign Assistance Act) has always stipulated
that such property was available to 607 recipients only if

it was not needed for donations to the States * * *, "

Our purpose in including both quoted statements, and
other information relating to them, in our overall report
on AID's excess property program was to tell the Congress
that we believe the current situation concerning the rela-
tive priorities of AID grantees and section 607 recipients
(including voluntary relief organizations) are consistent
with the intent of the Congress and current Law. The larger
issue raised by AID's suggested recommendation--whether over-
seas programs or the domestic Donation Program should take

precedence in acquiring Government property——ls one that has
many ramifications and, in our opinion, can be decided only
by the Congress. Therefore, we are not adopting AID's
suggestion.
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AID's comments dealt primarily with the availability
of domestic excess property. AID claimed that the amount
of domestic excess property it had obtained declined from
$9 million in fiscal year 1977, to $3.8 million in fiscal
year 1978, to $1.2 million in fiscal year 1979. AID attrib-
uted this decline largely to the Law's lowering of AID's
priority to obtain property for grant-financed programs.

The figures cited in AID's comments describing the
decline in the amount of domestic property it obtained in
fiscal years 1977, 1978, and 1979 do not agree with data
provided during our review. IHowever, as pointed out pre-
viously, we agree that a general decline exists in the
amount of excess property acquired by AID. The point we
are making is that this decline is attributable to other
factors, in addition to the implementation of Public Law
94-519, and that the effect of the Law on AID is not easily
measurable. We pointed out that AID's acquisition of prop-
erty declined in fiscal year 1977--before the Law was imple-
mented-—-and increased in fiscal year 1979-after the Law took
effect. Also, the real impact of GSA's implementation of
the Law regarding European excess property would not have
been felt until fiscal year 1980. Further, for many years,
the Foreign Assistance Act has authorized voluntary relief
organizations and other section 607 recipients to obtain
unneeded Government property only after it has been screened
by the SASPs. This procedure was not changed by Public Law
94-519.

AID stated that the condition of equipment that survives
screening by the SASPs and other organizations generally is
so poor that it is not economically feasible for AID to re-
condition the property for use in its overseas projects.
Further, AID stated that property it may wish to acquire
for use by its grantees is not available until the last day
of the entire screening period, at which time the property
immediately becomes subject to sale, leaving AID no time to
inspect it.

We generally agree with AID's comment concerning the
low guality of the property remaining after the SASPs have
completed their screening and selection of property for the
Donation Program. This is a natural result of the Law's
lowering AID's priority for obtaining property for its grant-
funded projects. However, after commenting about the general
low guality of such property and the economic infeasibility of
making use of the property, AID then comments that it does not
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GSA's implementation of Public Law 94-519 has upset
some traditional channels of supply for voluntary relief
agencies and other organizations; however, the priority of
these organizations for receiving excess property has not
changed except for property in Europe. Regarding domestic
excess property, section 608 has always stipulated that such
property was available to section 607 recipients, including
voluntary agencies, only if it was not needed for donation
to the States. This was not enforced until after Public
Law 94-519 was implemented. Thus, any reduction of domestic
property for projects funded by section 607 recipients has
occurred because property of the type previously obtained by
these recipients apparently is not becoming available or is
being used by organizations with higher priorities.

The American Council of Voluntary Agencies for Foreign
Service believes GSA's implementation of the Law has virtually
cut off the excess property previously available through AID's
programs. Representatives of three voluntary agencies, because
of their concerns, drafted a paper detailing the problem. This
paper, adopted by the Council, represents a consensus of the
Council's 10 agencies, all of which have participated in AID's
excess property program. The paper states, in part:

"The Section 607 program has always been bogged down

in problems of priorities and procedures. In short,

it has been almost impossible for the voluntary
agencies to implement any program under Section 607

of the Foreign Assistance Act, and the good intentions
of Congress in this respect have been largely vitiated."

The Council believes that the voluntary agency program
has collapsed and will remain so until provisions are made to
assign the agencies annual minimum amounts of excess property.
Such a proposal has been suggested as an amendment to the
Foreign Assistance Act.

However, the consensus view of the Council members does
not necessarily represent the opinion of the majority of all
voluntary agencies. We met with officials representing 14
voluntary agencies who described varying experiences using
excess property. Some felt that the excess property program
contributed significantly to their operations abroad. Others
believed that changes were necessary to make the program more
useful. For some, past negative experiences seemed to linger
and they were reluctant to use excess property.
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AID buys property to offset
loss of excess supply

To offset what it views as a loss of domestic excess
property, AID began acquiring other types of property,
primarily exchange/sale property 1/ and DOD material that is
in long supply. Although neither of these types of property
falls within the legal definition of excess property, AID is
authorized to acquire "other property" by section 608 of the
Foreign Assistance Act. As discussed more fully in our report
on the complete AID excess property program, we believe that
such other property can be acquired only to complement excess
property.

For the most part, excess property can be obtained with-
out reimbursement by AID. Acquisition of exchange/sale prop-
erty and long supplies, however, results in AID reimbursing
the holding agency. AID estimates that such charges range
between 5 and 90 percent of the property's original acquisi-
tion cost. Although nonexcess property is more costly than
excess property, AID believes it is generally of better
quality. Consequently, AID has bequn to use large amounts
of such property in its program. The following table shows
that in fiscal year 1979, AID obtained 45 percent of the
property it distributes from nonexcess sources.

1/When acquiring replacements for certain specified items,

Federal agencies are allowed to exchange or sell the items
being replaced, instead of declaring them excess. Exchange
allowances or sales proceeds may be applied to the payment
for the replacement items.
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Situs property is not reconditioned by AID and is available
on an "as is/where is" basis. Generally, the property is
available only for the country where located. As a result,
it does not have to go through GSA, thereby making it immedi-
ately available to AID.

IMPACT OF REVISED PROCEDURES

AID and the voluntary relief agencies, which had been
receiving property through AID's advance acquisition program,
see the revised procedures as resulting in less excess prop-
erty being available for their assistance programs. The fact
that much of the property will now be screened for domestic
programs before being made available to AID will undoubtedly
result in less quality property being available. However,
it is difficult to measure the impact on foreign assistance
progranms.

AID use of excess property

Public Law 94-519 became effective in October 1977.
Therefore, any effect of the Law and GSA's revised proce-
dures would not emerge until fiscal year 1978. As the
following table illustrates, acquisitions of property by
AID under section 608 of the Foreign Assistance Act did
decline in fiscal year 1978. However, acquisitions had
also declined in fiscal year 1977--before the procedures
were revised—--and increased somewhat in fiscal year 1979--
after the procedures were revised.

Property acquired under AID's section 608
program
Fiscal year Domestic Foreign Totals

1574 $14.7 $ 6.8 $21.5
1975 14.8 11.2 26.0
1976 16.2 8.8 25.0
1977 11.3 6.8 18.1
1978 7.5 3.2 10.7
1979 9.9 2.8 12.7

These figures do not clearly depict the situation
regarding AID's acquisition of excess property because they
include acquisitions of nonexcess property for which AID re-
imbursed owning agencies from 5 to 90 percent of cost. These

68



Before October 1977, many Federal agencies were claiming
excess property for their grantees and other non~Federal orga-
nizations under a variety of separate excess property programs.
Without central control, this property was not being distributed
equitably. Reporting on the situation in 1974, an ad hoc inter-
agency study group concluded that little quality property was
passing through the excess property programs and becoming avail-
able for donation. Public Law 94-519 was aimed at improving the
method for distributing excess property by strengthening the role
of GSA, thereby centralizing control, limiting the availability
of excess property to non-Federal recipients, and broadening the
range of eligible donees to include many of the former non-Federal
recipients of excess property. Thus, more property was expected
to flow through the Donation Program and to be distributed more
equitably.

To implement the Law, GSA revised its system for distribut-
ing excess property. This revision is discussed below.

Revised disposal procedures

GSA's revised system did not affect the availability
of excess property for AID's internal use or the availability
of domestic excess property for recipient-financed programs
under section 607 of the Foreign Assistance Act of 1961. The
only effects the revision had, or will have, concern (1) AID's
grant program recipients for both domestic and European excess-
es and (2) AID's loan program recipients and recipient-financed
programs including those at voluntary relief agencies, for
European excesses.

Domestic excess property

In the past, AID was authorized to claim up to $45 million
in domestic excess property each year for its advance acquisi-
tion program to serve its grant and loan recipients. Now, as
a result of Public Law 94-519, AID is prohibited from obtaining
excess property for its grant program recipients until it has
been subjected to screening for the domestic Donation Program,
unless it pays the Treasury 25 percent of the property's origi-
nal acquisition cost. The Law granted four exemptions under
which excess property could be transferred to grantees without
payment of the 25-percent charge and AID's excess property pro-
gram is mentioned as one of the exemptions. However, the extent
to which AID is exempted is determined by the Administrator of
General Services who must decide that the property is not needed
for donation before it can be transferred to AID grantees.

66



CHAPTER 4

IMPACT OF PUBLIC LAW 94-519

ON FOREIGN ASSISTANCE PROGRAMS

Implementation of Public Law 94-519 has resulted in
revised procedures for disposing of excess personal property.
Under the revised procedures, certain AID programs do not
have as ready access to excess property, without cost, as
they had in the past. We found a general decline in the
excess property made available to these programs; however,
the extent to which this decline was caused by the Law's
implementation is difficult to measure because other factors
were also responsible for the decline.

During the Senate's consideration of the International
Development Assistance Act of 1979, concern was expressed re-
garding the effect of Public Law 94-519 on AID programs and
overseas private voluntary relief agencies. Consequently, the
Chairmen and Ranking Minority Members of the Senate Committee
on Foreign Relations and Subcommittee on Civil Service and
General Services, Senate Committee on Governmental Affairs,
asked us to fully review this area in our overall study.

The results of this review were presented to the
Subcommittee and Ranking Minority Member's staffs during
a briefing in February 1980 and are summarized here so
that our report will be as complete as possible. In addi-
tion, we have issued a separate report on the complete AID
excess property. 1/

POLICY ON USING EXCESS PERSONAL PROPERTY
IN FOREIGN ASSISTANCE PROGRAMS

The Foreign Assistance Act of 1961 gave new impetus to
the U.S. foreign aid program by creating AID and formalized
the U.S. policy on using excess Government property in foreign
aid. The policy for using excess property was included in
section 608 of the act which states:

"It is the sense of the Congress that in furnishing
assistance * * * excess personal property shall be
utilized wherever practicable in lieu of the procure-
ment of new items for United States-assisted projects
and programs."

1/"The AID Excess Property Program Should Be Simplified,"
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questionable. Therefore, we were faced with making a
judgment as to what information to include and what to
exclude. We believe the report satisfies the reporting
responsibility assigned us by the Public Law.

The SASP also provided comments on various specific
matters discussed in the report. Concerning our discussion
of the adequacy of the SASP's external audits, the SASP said
that too many audits are performed and that various audit groups
do not accept information developed by other audit groups. We
agree that it is important that various audit groups communicate
and coordinate their activities. As stated previously, we would
like to be able to rely more heavily on the work of the State
or public external auditors to evaluate the SASP operations.
However, our review showed, for the SASPs in the area covered
by the four GSA regional offices we visited, that many of the
required external audits had not been performed or did not in-
clude a review of the SASPs' compliance with their State plans
of operation and the FPMR.

Concerning our discussion of inconsistent and excessive
service charges, the SASP indicated that, overall, its serv-
ice charges averaged only 2.3 percent of the acquisition cost.
According to the SASP, its primary function is to serve the
donees and that judgment must be exercised in the setting of
service charges for individual items of property. We agree
that judgment is important in establishing service charges,
but we also believe that service charges for individual items
of property should be in line with the SASP's cost of acquir-
ing and donating the property. In this regard, the Public
Law states:

"* * * gyuch charges shall be fair and equitable and
shall be based on services performed by the State
agency, including, but not limited to, screening,
packing, crating, removal, and transportation."

We do not believe that wide variations in service charges for
like items are in line with the intent of this provision of
the Public Law. On the basis of ocur tests, we believe this
is an area needing management attention.

Concerning our discussion of inventory control procedures,
the SASP commented that cone "error in judgment" does not make
the entire control inadequate. We would agree with this as
a general statement. However, as discussed in the report,
our tests of procedures at the SASPs had to be very limited
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We have considered these comments, but still believe
that our description of the situation, as stated in the
draft report, is fair and accurate as of the time of our
visit to the SASP.

The SASP comments indicate that GSA officials reviewed
its warehouse operations in April 1980, several months after
our visit, and that these officials were satisfied with the
adequacy of the inventory control procedures in effect at
that time.

Connecticut

The SASP provided information to clarify two matters
mentioned in our draft report, which we adopted. Also, the
SASP explained that its decision not to implement a property
locator system, as recommended by GSA, is based on its belief
that the cost would not justify establishing a system for such
a small warehouse. The SASP did not provide any data to sup-
port its position.

We believe that even in a relatively small warehousing
operation, such as the one carried out by this SASP, proper
inventory control requires that the accountable records re-
flect the storage location of property. In this regard, we
endorse GSA's recommendation.

Texas

The Texas SASP comments primarily focused on the

current status of actions it had taken with specific items

of property discussed in our draft report which had not been
properly used by donees at the time of our review. We have
added the information provided to the discussions on these
items in appendix II. Although we have not verified the in-
formation provided by the SASP, it appears that appropriate
action has been taken with these items. As mentioned earlier,
GSA has said that it will follow up on these items of property.

The SASP did not agree with our draft report statement
that no external audits had been completed for States in the
GSA Fort Worth regional area, which includes Texas. The SASP
stated that it is audited annually by State auditors and that
the 1978 audit cost the SASP nearly $9,000. Also, it pointed
out that the language in our draft report concerning a limited
GSA audit of the Texas and Oklahoma SASPs could suggest that
donees in Texas were improperly using donated M-151 jeeps,
when this was not the case.
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plans should be permanent, but believed that the executive
branch of the State government, not the legislature, should
prepare such a plan. @GSA pointed out that many State legis-
latures meet only biennially or for short periods and that
to obtain the group's consensus on a plan of operation is
difficult.

GSA stated that it intends to recommend an amendment to
Public Law 94-519 to remove the requirement that the State
plans be prepared by the State legislatures. GSA's comments
do not appear to take into account that the Congress had a
very specific objective in requiring preparation of the State
plans of operation by State legislatures. The Senate Report
on the bill that became the Public Law states, in connection
with this requirement:

"In order to directly involve as many interests as
possible in the process, the committee amendment would
permit State Legislatures to develop the State plans,
thereby giving local organizations a more direct input
through their State legislators."™

Because of the complaints by various organizations--
former EDA grantees, former section 514 recipients, and civil
defense organizations, for example--we believe the rationale
stated in the Senate Report is still valid. Until the Congress
makes it clear that it no longer wants input from such groups
on State plans, GSA should try to achieve the legislative
reguirement.

GSA's comments indicated that four State legislatures
have now developed State plans. This is an increase of one
{South Carolina) since the time of cur review. Therefore,
although GSA believes it is difficult to achieve this
requirement of the Public Law, it is c¢learly not impossible.

Regarding our other recommendation that all States comply
with the provisions of Public Law 94-519%, GSA generally agreed
and provided information on the current status of the various
matters covered by the recommendation.

GSA informed us it has begun action to correct the
problem of insufficient external audits of SASPs. According
to GSA, regional office personnel have been instructed to
advise SASPs that transfer of property to them may be with-
held until their audits are completed.
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RECOMMENDATIONS

To improve the equity and effectiveness of the Donation
Program, we recommend that the Administrator of General
Services:

~=-Inmprove GSA's procedures for allocating donable
property among the States by requiring the GSA
allocating regional offices to accumulate and
use historical information on past allocation of
highly desirable reportable items of property.
This information should include for each type of
item the quantity, acgquisition cost, and condition
of property previously allocated to each State.

--Take the necessary actions, including establishment
of timetables and penalties, to require all States
to comply with the provisions of Public Law 94-519,
including such matters as (1) submission of permanent,
legislatively developed State plans of operation,

(2) accomplishment of biennial external audits which
include reviews of SASPs' compliance with the State
plans of operation and applicable sections of the
FPMR, (3) establishment of equitable service charges,
(4) proper accountability for Federal property, and
(5) proper use of property by donees.

AGENCY COMMENTS AND OUR EVALUATION

Concerning our recommendation that GSA allocating
regions accumulate and use historical information, including
acquisition cost and condition on past allocations of highly
desirable, reportable items of property, GSA responded that
its current procedures require the use of this historical
data. GSA provided a somewhat detailed description of how
its allocation system is supposed to function. GSA stated
that since its procedures reguire the use of historic data,
including cost and condition of items previously allocated,
the deficiency cited in our report nust stem from a lack of
adherence to existing procedures. GSA said it will bring
this matter to the attention of all allocating personnel.

As previously mentioned, we recognize that GSA's
procedures require that appropriate historical data be used.
But at the time of our review at two allocating regions, we
found that the data accunulated and used was inadequate. We
will evaluate the effectiveness of GSA's corrective action
during our next review.
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States fail to comply with requirement
that their legislatures develop permanent
Donation Program plans of operation

At the time of our review, only three States had
complied with the Public Law 94-519 requirement that they
develop, through their legislative process, permanent plans
of operation under which their SASPs would carry out their
Donation Program responsibilities. On the basis of our
review, it appears that little or no action is being taken
in many States or by GSA to bring about compliance with this
legal requirement.

The Law stated that, for a State to receive Federal
surplus property for donation purposes after its implementa-
tion, a permanent Donation Program plan of operation must be
developed in accordance with State law by the State legisla-
ture, certified by the Governor, and submitted to GSA within
270 days of enactment of the Law, or by about July 14, 1977.
The Law prescribed various minimum requirements to be met by
the required plans of operation. For example, these plans
were to assure that:

--SASPs had adequate authority and capability to carry
out their responsibilities. .

--S5ASPs' procedures were adequate regarding property
accountability, audits, donee use of property,
consultation with public and private groups, reason-
ableness of service charges, and fair and equitable
distribution of property to donees.

The legislative history of the Law shows that the
Congress wanted the State legislatures to develop the plans

to assure broad public input to their development through
the State legislators.

If a State's permanent plan had not been developed,
approved, and submitted to GSA within 270 days, the Law
allowed the SASPs to operate and receive Federal prop-—
erty under temporary plans approved and submitted by the
Governor. No final deadline was provided in the Law for
submitting the permanent plans and no penalty was pre-
scribed for failing to submit them. Similarly, the FPMR

issued by GSA to implement the Law contained no deadline
or penalty.
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However, we also found many instances where property had
not been used, or, in our judgment, did not appear that it
would be used, or had been used for purposes which did not
conform to the requirements of the FPMR or the intent of the
Congress. (See app. II for examples.) In somé cases, our
findings contradicted earlier findings of the SASP when it had
reviewed or queried donees on the use being made of the same
property. We were not able to use statistical sampling tech-
niques to select items of property to be examined and, there-
fore, our findings may not be truly representative of the
overall situation in the States visited. Also, we have no way
of knowing whether proper use of donated property has increased
or decreased since the Law was implemented. WNevertheless, we
believe our findings, which are discussed below, indicate that
greater emphasis by GSA and at least some SASPs is needed to
improve donee use of property.

Donees are allowed 1 vear from the date of receipt to
begin using donated property. Failure to properly use the
property within 1 year is a violation of FPMR. Our samples
in each State included some items which had been donated less
than 1 year before our visit. The results of our examination
of donee property use are summarized below by State, showing
separately the status of property which had been donated
(1) at least 1 year before our visit and (2) less than 1
year before our visit.

Texas

We found that 63, or 57 percent, of the 110 items donated
at least 1 year before our visit were being used properly. Of
128 items for which the 1 year had not expired, we found that
56, or 44 percent, were being used as intended or appeared
that they would be so used.

Missouri

We found that 12, or 32 percent, of the 38 items donated
at least 1 year before our visit were being used properly.
Of 90 items for which the 1 year had not expired, we found
that 55, or 61 percent, were being used as intended or appear-
ed that they would be so used.

Georgia
We found that 19, or 90 percent, of the 21 items donated

at least 1 year before our visit were being used properly.
0f 20 items for which the 1 year had not expired, we found
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Missgouri

The procedures for maintaining physical and accounting
controls, as outlined in the State plan of operation, appear
to be adequate. However, our review showed that the SASP was
deficient in its actual control over property. In one exanple,
various types of helicopter parts were charged to one inventory
account instead of being accounted for separately by type.
This account showed the acquisition cost for each item as a
weighted average, which had little relationship to actual costs
of individual items. Items costing several thousand decllars
were mixed with items costing less than $1. This is in contra-
diction to the State plan which restricts such grouping to
items with original acquisition costs under $100.

Massachusetts

We found that warehouse inventory control procedures were
inadequate and that the potential existed for abuse. Physical
inventories are not conducted regularly. The last was taken
on December 31, 1976. Security was lax and opportunities to
pilfer existed. Inventory record cards were inaccurate because
issues were often charged against the wrong cards. The ware-
house manager tcold us that his staff was too small to perform
regular inventories without closing down the warehouse for
several months. He said that the S5ASP could not afford the
loss in fees. While we were visiting the SASP, the warehouse
alarm system had been inoperable for more than 2 weeks. One
night while we were there, the manager left the warehouse un-
locked when he left for the day. We reported the matter to
security officials and called the manager at home to inform
him that the warehouse had been left open. Doors leading to
all sections of the warehouse had padlocks, but they were also
left open.

An October 1979 GSA audit report also cited the SASP for
inadequate property controls. GSA criticized the improper
accounting for and safeguarding of Federal property.

Maine

To test the adequacy of SASP inventory control procedures,
we selected 25 stock record cards having property with high
acquisition value and/or theft potential. The cards indicated
95 items with a total acquisition value of $70,219 had been re-
ceived. We found that 81 of the items valued at $67,975 were
on hand or had been issued to donees. flowever, 14 items valued
at $2,244 could not be located at the warehouse and were not
recorded as issued to donees.
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The plan states that when donees pick up the donated
property from the Federal holding activity, the normal
service charge will be reduced by 50 percent.

In practice, however, we found that often the charges
actually collected by the Missouri SASP for donated property
were not applied consistently or did not comply with the plan.
For example:

--Two identical grinding machines were donated to
different recipients. One was charged $200; the
other was charged $300. The SASP director told
us he probably let one donee convince him he
should reduce the charge.

--A station wagon with a normal service charge of
$336 was picked up by the donee directly from
the Federal holding activity. Instead of being
charged $168, a 50-percent service charge reduc-
tion, the donee was charged $25. The SASP
director explained that the donee was a good
customer.

--Two identical welders were donated to two donees;
one for a service charge of $50 and the other for
a service charge of $500. The SASP-director
stated this was a mistake.

-~Five identical turbochargers were donated at no
charge; five others were donated for $26.10 each;
and four others were donated for $50 each. The
SASP director could not provide reasons for the
differences in service charges.

--Transfer assemblies were donated at service charges

of $74 for one, $150 for another, and $50 each for
five others.

~--One donee provided warehouse space for helicopter
spare parts that should have been in the possession
of the SASP. When parts were donated, he was credit-
ed with an amount which was usually twice the service
charge he had been assessed when the parts were taken
to his warehouse. The donee then could use his credit
service charge balance to acquire property from the
SASP.
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As of July 1979, satisfactory external audits had been
performed at only three--Kentucky, Tennessee, and Florida--of
the eight SASPs located in the Atlanta GSA regional office's
area of responsibility. Kentucky was the only State for which
GSA had a completed audit report, including recommendations and
SASP response. This report criticized the degree of accuracy
of the SASP's inventory records. External audits which had been
performed at the Georgia and North Carolina SASPs were inadequate
because they had not included reviews of operations. The Alabama,
South Carolina, and Mississippi SASPs had not had external audits.

GSA had audited the Mississippi SASP and had found serious
deficiencies, including

—--lack of adequate controls and records for property
requested, received, and donated;

--incomplete records of donee eligibility; and
--misuse of property by donees.

GSA auditors believed the deficiencies in Mississippi to be so
serious that they recommended that the State be suspended from
the Donation Program until it took corrective actions. GSA
subsedquently decided to allow the Mississippi SASP to continue
operations if effective actions were taken to correct the
deficiencies.

As of August 1979, no external audits had been completed
for States in the Fort Worth GSA regional office's area, which
includes Texas, New Mexico, Oklahoma, Arkansas, and Louisiana.
An audit of the Texas SASP was being performed at that time.
GSA had reviewed selected activities of the Texas and Oklahoma
SASPs and had concluded that Oklahoma donees had improperly
used donated military jeeps. This review was not a full-
scale audit of SASP operations.

At the time of our review, acceptable external audits had
been completed at three of the six SASPs in the Denver GSA
regional office's area. The South Dakota SASP had been audited
by a certified public accountant who reported no significant
deficiencies. The Wyoming SASP had been audited by the State
audit organization and was criticized for inadequate property
inventory procedures. The Colorado SASP had been audited by
the State audit organization also. The audit report pointed
out that the Colorado SASP maintained one set of financial
records on both the Federal Donation Program and the State's
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property. The other set reflected only the total past
acquisition cost of all highly desirable items received by
each State. These items were categorized as property in

scrap condition and property in other—-than-scrap condition,
Even by referring to both records, the allocating official can
not determine the acquisition cost and condition of specific
types of highly desirable items allocated to individual States
in the past.

Most of the nonreportable surplus property that becomes
available for donation in the GSA Denver regional office area
is generated in Colorado and Utah. When the Colorado and Utah
SASPs identify such property that has potential use by donees,
it is listed and the lists are circulated to other SASPs in
GSA's Denver, San Francisco, and Auburn, Washington, regional
areas. Any SASP in these three regions can submit requests
for property to the SASP-funded Western States Surplus
Property Organization (WASSPO), where they are compiled and
forwarded to GSA's San Francisco regional office. The
San Francisco office then determines the proper allocation
of property requested by more than one SASP. This system,
similar to the system employed nationwide by GSA for allo-
cating reportable property, affords SASPs, especially those
representing donees in States where a relatively small amount
of surplus property is generated, the opportunity to acquire
out-of-State property without incurring the cost of sending
their property screeners to other States to locate and physi-
cally examine the property. We believe this system is in
line with the Congress desire to achieve as fair and equit-
able distribution of property as possible.

In other parts of the country, SASPs desiring to obtain
nonrepcortable property generated in other States must send
representatives to those States to perform joint screening
with representatives of the host SASP. While this system
of joint screening is commendable and enables SASPs in whose
States little surplus property is generated to acguire prop-
erty, we reccived -complaints from officials of some SASPg—-—
for example, Massachusetts and Maine--who stated that their
organizations' lack of financial resources prevented them
from performing much out-of-State screening. In addition,
officials of the GSA Boston regional office informed us
the New Hampshire, Vermont, and Maine SASPs did not have
the resources to send representatives to distant States
to screen property.
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MANAGEMENT OF THE DONATION PROGRAM
BY GSA AND SASPs

As stated earlier, progress toward achieving major
objectives of Public Law 94-519--reducing the amount of
excess property transferred to most non-Federal organiza-
tions and expanding and revitalizing the Donation Program--
appears to be in line with the intent of the Congress.

This progress has been the result of generally effective
management by GSA and the SASPs. However, we found
several areas where management improvements are needed.
These areas, which are discussed in more detail below,
involve

--~weaknesses in GSA procedures for allocating
property among States,

~—insufficient audit and review of the Donation
Program,

--inconsistent and possibly excessive SASP service
charges,

--inadequate SASP inventory control procedures,

—--nonuse or improper use of property by
donees, and

--lack of compliance with the requirement that
each State legislature develop a permanent
Donation Program plan of operation.

Weaknesses in GSA procedures for
allocating property among States

Under the Law, GSA is charged with ensuring that sur-
plus property transferred to SASPs for donation to eligible
donees is distributed fairly and equitably among the States,
considering the condition of the property, as well as its ori=-

ginal acquisition cost. This is not an easy task for various
reasons.

While GSA's efforts to distribute property among the
various SASPs fairly and equitably appear to be reasonably
effective, improvements could be made in two areas. First,
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This trend was reversed during fiscal year 1977, the year
between enactment and implementation of the Law, and, as shown
below, the amount of property approved for denation in the 2
years since the Law was implemented has exceeded the volume
in 1974.

Value of property

approved
Fiscal year for donation
{millions)
1977 $392.0
1978 482.6
1979 452.9

AMOUNT OF PROPLERTY DONATED

Before the Law's implementation, SASPs could donate
property only for the purposes of education, public health,
and civil defense, or research related to these purposes.
Organizations eligible to receive donations from SASPs
were limited to tax-supported or nonprofit, tax-exempt
medical or educational organizations, public libraries,
and civil defense organizations established pursuant
to State law.

The Public Law considerably broadened the range of
purposes and organizations eligible to receive donations
from SASPs. In addition to the formerly eligible recipients,
such donations can now be made to any public agency for use
in carrying out, or promoting for the residents of a given
political area, one or more public purposes. Eligible public
agencies include any State (and the District of Columbia,
Puerto Rico, the Virgin Islands, Guam, and American Samoa);
State political subdivision (including any unit of local
government or economic develcpment district); State department,
agency, or instrumentality (including instrumentalities creat-
ed by agreement between States or political subdivisions); or
Indian tribe, band, group, pueblo, or community located on a
a State reservation.

Donated property received by nonprofit, tax—-exempt

organizations must still be used only for educational or
public health purposes, or related research.
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the need for increased external audit coverage of the individual
SASPs. These external audits are required to include a review
of the SASP's compliance with its State plan of operation and
the applicable FPMR, which require that donated property be
distributed fairly and equitably within each State.

Other agencies' comments

We also received brief comments on matters discussed in
this chapter from DOD, FEMA, the Community Services Administra-
tion, and the National Aercnautics and Space Administration.

DOD suggested that we modify our recommendation concern-
ing the need for Federal agencies to review their excess prop-
erty transfer policies and procedures to exclude agencies not
involed in such transfers. The Law and implementing FPMR
authorize all Federal agencies to transfer excess property to
grantees. Therefore, DOD could at any time begin making such
transfers. Because of DOD's suggestion, we modified our recom-
mendation slightly and directed it to the heads of all Federal
agencies which transfer excess property to their grantees. 1If
DOD elects to start making such transfers, it too should make
sure that its program complies with the Law and implementing
FPMR.

FEMA made two suggestions that language be added to the
chapter for clarity. We have adopted both suggestions.

The Community Services Administration pointed out that
before the passage of Public Law 94-519, it foresaw the
adverse impact the Law would have on its community action
agencies and requested an exemption from the Law for these
agencies. The Congress did not grant the exemption. The
Agency stated that it still hopes to be granted an exemption.

The MNational Aeronautics and Space Administration
requested we reword one sentence in the draft report dealing
with the impact of the Law on its grantees, We have adopted
the suggested rewording.
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earlier, they are not receiving such property because the
Bureau of Indian Affairs believes it cannot afford to adminis-
ter an excess property program.

Department of Commerce comments

We received two sets of comments from the Department
of Commerce: one from the Assistant Secretary for Economic
Development, the other from the Special Assistant to the
Secretary for Regional Development.

The Assistant Secretary stated that Commerce officials
are aware of the strong complaints expressed by Economic
Development Administration (EDA) grantees concerning the im-
pact of Public Law 94-519., However, he said EDA agrees with
the intent of the Law and sees merit in achieving greater ac-
countability and control over the use of Government property.
He went on to say that, by policy decision, EDA has decided to
transfer no more excess property to grantees, with or without
the 25-percent payment requirement.

Regarding our recommendation to the heads of all Federal
agencies, the Assistant Secretary said EDA had reviewed its
policies and procedures on the transfer of excess personal
property to non-Federal grantees. FEDA concluded that since it
is no longer making such transfers, there is no need to revise
its policies or procedures, except for those on inspection of
property already in the possession of its grantees, Federal
Indian tribes. He acknowledged that EDA had not inspected the
usage of this property since fall 1978 and attributed the lack
of inspections to LEDA's limited administrative funds. He said
EDA had a supplemental administrative funding appropriation for
1980 and would conduct the required inspections if sufficient
funds became available. Further, he said EDA has requested
1981 funding to conduct the required inspections.

The Assistant Secretary stated that it would be desirable
to have the Bureau of Indian Affairs perform the inspections
because the Bureau has personnel at all the Indian tribe loca-
tions who could conduct the inspections with a minimum of effort
and expense. He said EDA has been negotiating with the Bureau
to have it assume responsibility for all excess property trans-
ferred by EDA to Federal Indian tribes. Agreement has been
reached for the Bureau to conduct selected inspections and this
agreement will be implemented when sufficient funds become
available. 1In the interim, he said EDA will require the Indian
tribes to certify that excess property transferred to them is
actually on hand and being used as intended.
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transferred by LEAA. While reliance on the State planning
agencies would be proper in many regards, we believe that
LEAA should at least maintain records of the amount of
excess property transferred to grantees. In this way,
LEAA will be able to comply with the FPMR requirement

that special approvals be given when grantees receive
excess property costing more than the value of their
grants.

Department of Agriculture comments

The Department of Agriculture agreed with our recom-
mendations concerning the transfer of excess property
to non-Federal recipients.

The Department questioned the applicability of certain
of our findings regarding it and the non-Federal recipients to
which it transfers excess property. The Department pointed
out that these recipients--State forestry agencies--are not
grantees but are cooperators with the Federal Government in
protecting State and private forests from fire. The Department
commented that State forestry agencies have the authority to
acquire excess property independent of their authority to re-
ceive cooperative funds and that the excess property transfers
could continue without the transfer of funds. Therefore, the
Department believes the dollar value of excess property trans-
ferred should not be limited by the funding level for a given
year.

The Department stated it did not put expiration dates
on its excess property transfer orders because its authority
to transfer excess property does not expire annually or
periodically. Regarding our statement that it was allowing
stockpiling of excess equipment, the Department stated that
it normally prohibits stockpiling bevond 1 year's supply of
equipment. However, it said that this prohibition is lifted
for "out of production” items, such as 1940-1964 vehicles
which are now becoming available as excess property. It
contended that vehicles or parts which were not transferred
as excess property or donated as surplus property would be
purchased by private companies and then be available to the
Department at inflated prices.

The Department said it had developed an adequate surveil-
lance procedure for excess property acquired by State forestry
agencies, but had not yet fully implemented the procedure.
According to the Department, it will constantly monitor and
update its procedures.
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its regional offices will question requests for transfer of
excess property received within 60 days of the expiration
date of the grant shown on the transfer document.

Department of Labor comments

The Department of Labor agreed with our recommendation
that the heads of all Federal agencies review their plans,
policies, and procedures on the transfer of excess property
to non-Federal organizations. The Department pointed out
that all FPMR provisions concerning monitoring excess prop-
erty have been incorporated in the applicable grant docu-
ments and that procedures to ensure effective management
of the transfer of excess property to grantees will be
included in the newly revised property handbook for
employment and training grantees.

The Department also provided information which it
believes would more clearly describe the impact of Public
Law 94-519 on its grantees and the various ways in which it
handles transfers of excess property to grantees. We have
incorporated this information where it is appropriate.

Concerning controls to assure that grantees do not
routinely acquire property costing more than the value of
their grants, the Department stated that, in most cases, the
amount of its grants that can be devoted to administrative
purposes, including property, is limited to 15 or 20 percent
and that this serves as a safeguard against grantees
acquiring excessive amounts of property.

As previously stated, the lack of the required controls
at the Employment and Training Administration does not currently
represent significant potential harm because of the relatively
srall amounts of property being transferred. However, this
situation could change in the future. The FPMR requires all
grantor agencies to maintain records which, among other things,
show the total amount of excess property transferred as a per-
centage of the total dollar value of the applicable grant.
The purpose of the records is to alert the grantor agencies
that special approvals are required for future transfers of
property. Our review showed that the Employment and Training
Administration was not maintaining such records, as required.
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in grantee use of excess Federal property. During our review,
we did not attempt to evaluate the propriety of use made of
property bought with grant funds.

We disagree with NSF's contention that the Congress was
not concerned that excess property was being transferred to
non-Federal recipients when it might have been needed for
internal use by Federal agencies. While testifying before
the Subcommittee on Government Activities and Transportation,
House Committee on Government Operations, on the bill that
later became Public Law 94-519, we were guestioned in some
detail about the practicality of determining, after the fact,
whether excess property taken but not used by a non-Federal
organization might have been needed for internal use by a
Federal agency. In fact, the full exchange between the
Subcommittee Chairman and us on this subject is quoted on
page 8 of House Report MNo. 94-1429, and is introduced by the
following language:

"x % * The gserious consequences of non use underlie
the GAO's testimony concerning the impracticality
of determining whether another Federal Agency would
have had a need fecr the excess property at the time
it was 'frozen' by the acquiring agency for trans-
fers to its non-Federal recipients."

Following these hearings, the Subcommittee asked us to
examine the usage of excess property by various non-Federal
recipients. The House Report cited above contains the
following discussion of our findings:

"GAQ examined 145 items provided by the National
Science Foundation (most to universities). The
itens cost the Government $2,467,928. O0Of the
146 items, 102 were not in use. They originally
cost the Government 51.7 million."

* * * * *

"Testifying before the Subcommittee, on which as
Subcormittee Chairman he had spent many years in

an effort to develop and preserve an effective sur-
plus property program, the full Committee Chairman
Brococks summed up this problem and related it to the
need for legislation:
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transferred to non-Federal recipients and not always used
properly, when Federal agencies might have needed thes prop-
erty for their own use. UWSF suggested that we clarify the
report to indicate that requests for property by NSF grantees
were honored only if no Federal agencies had indicated an
interest in acquiring the property.

According to NSF, the requirement for approval of such
transfers at an administrative level higher than the project
officer had never been clearly defined. MNSF felt it had always
been in compliance because all excess transfers to grantees
were approved by the program officer responsible for the grant
and by the property officer. USF stated that, following its
discussion with our representative during the review, it had
implemented a procedure requiring approval by the appropriate
section head or division director, in addition to the program
director, in situations where the total amount of property to
be transferred exceeded the grant amount.

NSF disagreed with the thrust of our finding that non-
reimbursable transfers of property requiring reimbursement
had been made to its grantees. As stated previously, NSF
believes that "the intent of the Public Law was to exenpt
from the 25 percent payment requirement, all property trans-
ferred to NSF grantees for use on scientific research pro-
jects, not just equipment meeting a strictly scientific
definition."

NSF saild it exercised careful judgment on transfers
of property to grantees whose grants were about to expire.
NSF said that frequently it approved such transfers when
it was certain that the existing grant would be extended
Oor a new grant would support the projects for which the
transfer was being approved. NSF said that use of the
existing grant number may be incorrect, but that such
use did not violate the spirit of the Law.

NSF furnished us a copy of an April 30, 1980, letter
which forwarded its excess property use surveillance pro-
cedures (Circular No. 85) to GSA. MNSF stated that its
program directors, property officers, and grant and con-
tract specialists made excess property reviews as part of
their routine site visits. HNSF also said its auditors had
been asked to include a review of excess property in their
audit programs.
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GS5A comments

GSA officials generally agreed with our conclusions
and recommendations and said that they had taken or would
take varicus actions to ensure that their regional offices
exercise proper control over transfers of excess property
to non-Federal organizations. With one exception, the
actions GSA has taken or will take appear adequate. The
exception involves transfers of property to MNSF grantees.
GSA pointed out that the FPMR provides that GSA will consider
items of personal property as scientific equipment when NSF
certifies that the item requested is a component part of or
related to a piece of scientific equipment or is an otherwise
difficult-to—-acquire item needed for scientific research. GSA
officials also stated that they will instruct their regional
offices to require reimbursement in the absence of the required
NSF certification on transfers of equipment that is not clearly
scientific.

GSA is correct in its statement concerning the provision
of the FPMR. However, the FPMR also states, immediately
following the provision referred to by GSA, that:

"k * * Ttems of property determined by GSA to be
common-use Or general purpose property, regardless

of classification or unit acquisition cost, shall

not be transferred to the lMational Science Foundation
for use by a project grantee without reimbursement.”

We believe these common-use or general-purpose items should
not be transferred without reimbursement, regardless of
whether NSF certifies that the items will be used for
scientific purposes. The transfer documents for all of the
common-use items we noted being transferred at no cost for
use by NSF grantees contained the certification which GSA
says it will continue to honor. According to NSF nfficials,
the intent of the Law is "to exempt from the 25-percent pay-
ment requirement, all property transferred to Foundation
grantees for use in scientific research projects, not just
equipment meeting a strictly scientific definition."™ There-
fore, there is no reason to expect !ISF to discontinue making
the certifications referred to in the GSA comments.

We believe that if the Congress had intended what NSF
claims—-that all property to be used by NSF grantees for
scientific purposes should be transferred without reimburse-
ment--the Law would not have contained language limiting such
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transferred to Federal and non-Federal organizations. Now,
much less excess property is being transferred to non-Federal
organizations and the proportion cof available excess property
being transferred to Federal agencies for their use has
increased.

The decrease in excess property transferred to non-Federal
organizations undoubtedly caused problems for these organizations.
llowever, excluding strong complaints expressed by grantees of
the Economic Development Administration and former section 514
property recipients, knowledgeable Federal officials generally
were not aware of any serious adverse impact on their grantees
caused by the Law. We believe the complaints expressed by the
Economic Development Administration grantees and section 514
property recipients were to be expected because they had become
accustomed to receiving relatively large amounts of property
before the Law. As discussed in chapter 3, the Congress antici-
pated these organizations' disappointment. By broadening the
purposes for which surplus property cculd be furnished under
the Donation Program to include economic development, the
Congress attempted to ensure the organizations' continued
receipt of reasonable amounts of property.

Despite its overall reduction, the amount of excess prop-
erty being transferred to non-Federal organizations is still
substantial and various improvements are needed concerning
these transfers to ensure that the property is managed and
used in accordance with the FPMR which implemented the Law.
We found examples where (1) procedures had not been imple-
mented to ensure that transfers of property costing more
than the value of the Federal grants were properly approved,
(2) property requiring reimbursement was being transferred
to NSF grantees without reimbursement, (3) property was being
approved for transfer for use on grants without assurance
that the grants would continue for a reasonable period, and
(4) Federal grantor agencies were not conducting adequate
surveillance programs to ensure that grantees were properly
using excess property.

We were not able to perform a detailed review of the
adequacy of all Federal agencies' programs for transferring
excess property to grantees and, at the agencies we visited,
we could not, in the time available, perform indepth tests
of all aspects of the agencies' programs. Therefore, it is
very possible that the deficiencies we noted at some agencies
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Employment and Training Administration

The Employment and Training Administration has published
a grantee handbook which discusses property use. According to
the handbook, the Agency's property officer is to ensure that
grantee equipment, including Federal excess property, is used
in the grantee's program and that reasonable care is provided
for the property. Regional property cfficers are required to
make onsite visits once every 3 years to ensure that grantees
maintain adequate property records and to provide guidance in
using and controlling acquired property. 1In addition, the
national property officer at the Agency's headquarters is
responsible for overseeing property use by three grantees.

We did not visit Agency regional offices, and no infor-
mation was available at the headquarters on the surveillance
efforts of the regional property officers. Since implementa-
tion of the Law, the national property officer had visited
only one of the grantees for which he was responsible to
determine if it was properly using its excess property.

Also, surveillance procedures published by the Agency in
the grantee handbook do not satisfy all of the requirements in

the FPMR. For example, the procedures do not outline the scope

of the surveillance program or specify methods of enforcement.
GSA informed us that it had not accepted these procedures as
adequate.

National Science Foundation

NSF has not published surveillance procedures to ensure
that excess property is properly used and has not attempted
to inspect or evaluate the propriety of such use.

NSF officials told us that the various NSF program
directors are expected to review property use during their
visits to grantees. However, these officials could provide
no evidence to show that an adequate monitoring program was
being carried out. The NSF property officer stated that a
formal inspection program might, if fully implemented, cost
too much for MSF to continue providing excess property to
its grantees.

Economic Development Administration

The Economic Development Administration has published an
excess property handbook which, ameong other things, describes
surveillance program for property transferred to its grantees.
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Property transferred to grantees
whose grants were about to expire

We found examples where NSF and GSA were approving
nonreimbursable transfers of property to NSF grantees even
though the grants on which the property was to be used had
expired or soon would expire. Other transfer orders did
not always indicate when grants would expire.

The FPMR requires that all transfer orders submitted to
GSA for excess property to be provided to project grantees
will specify, among other things, the name of the grantee,
the grant number, and the scheduled date of grant termination.
NSF implementing regulations require that grantees exercise
careful judgment in requesting excess property when only a
short period of time, 3 months or less, remains before the
grant will terminate. We found several examples where grant-
ees requested and NSF approved transfers of property for use
on grants which were about to expire. Some of these transfers
actually were approved by GSA after the grant expiration date
shown on the transfer orders.

Grant Date Date Date Property

Termination property NSF GSA transferred _
No. date requested approved approved Amount Description
7516769 4/30/78 {a) 3/14/78 5/8/78 $2,48¢0 Subzero freezer
7609807 11/30/78 11/2/78 117177178 11/28/78 9,800 Gravity meter
7609807 11/30/78 11/16/78 11/30/78 12/11/78 3,550 Compressor
7609807 11/30/78 11/16/78 11/30/78 12/14/78 166 Wrapping tool
7609807 11/30/78 10/19/78 11/3/78 12/14/78 3,749 Compressor
7704606 9/30/78 a/17/78 8/28/78 9/5/178 1,200 Ion gauge tube

a/tlot shown on transfer order.
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However, NSF's failure to institute the required control
procedures is a more serious matter because of the large
amount of property transferred and because title to the
property is transferred to the grantees without reimburse-
ment. While time did not permit a complete analysis of
all grants, we found several instances where individual
grantees had received property which cost more than the
value of their grants without the required higher level
administrative approval. These grantees are listed below.

Amount of

Grant property Value of
No. Grantee received grant
7807762 University of Massachusetts -

Amherst Campus $227,159 $ 62,500
7802600 University of Texas - Austin 81,934 75,000
7725003 Syracuse University -

New York 72,785 38,543
7680830 University of Florida 199,687 108,880
7624221 University of Wisconsin 112,685 74,000

Property requiring reimbursement transferred
to NSF grantees without reimbursement

Public Law 94-519 contains a provision permitting NSF to
transfer scientific equipment to its grantees without having
to pay 25 percent of the equipment's acquisition cost. The
FPMR, in implementing this provision, states that GSA will
consider an item of property as scientific equipment if it
originally cost $1,000 or more and falls within one of nine
specific categories of equipment, designated as Federal
Supply Groups (FSGs). In addition, the FPMR states that
GSA will consider the nonreimbursable transfer of items
of excess property in other FSGs and items costing less
than $1,000 when NSF certifies that the item requested
is a component part of or related to a piece of scientific
eguipment or is an otherwise difficult-to-acquire item
needed for scientific research. However, the FPMR also
states that items determined by GSA to be common-use or
general-purpose property, regardless of classification
or unit acquisition cost, will not be transferred to NSF
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Commission officials and former section 514 recipients
believe that termination of the section 514 program has
severely hurt economic development in the regions which
formerly received property. They believe the program had
been extremely valuable and would like to see it reinstated.
Generally, these officials and former recipients contend
that the Donation Program is not adequately serving economic
development needs. They complained about the small amounts
and low quality of property available through the Donation
Program. Also, they expressed the following specific com-
plaints about the SASPs:

--High service charges.

--Inequitable distribution of property among eligible
donees.

--Inconveniently located property warehouses.
—-Extensive paperwork requirements.
—-Low priority afforded former section 514 recipients.

MANAGEMENT OF CURRENT FEDERAL PROGRAMS FOR
THE TRANSFER OF EXCESS PROPERTY TO GRANTEES

Effective October 17, 1977, GSA issued a revised
version of Federal Property Management Regulations (FPMR)
part 101-43--Utilization of Personal Property--which con-
tained policy and procedural guidance for Federal agencies
in furnishing excess property to non-Federal organizations
under the provisions of Public Law 94-519. At GSA and 17
Federal agencies, we evaluated selected aspects of the
effectiveness with which Federal programs for the transfer
of excess property to grantees or other non-Federal organi-
zations were managed.

As stated previcusly, the magnitude of these programs
generally has declined since the LAw was implemented. How-~
ever, they still involve substantial amounts of property
and their effective management is an important concern.

As discussed in more detail below, we found the following
situations at various agencies, which show the need for
improved management attention:
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Department of the Air Force

Air Force officials stated that, like the Navy, the
Law had no severe impact on the Air Force because it had
not transferred large amounts of excess property to its
grantees for about 10 years.

Defense Civil Preparedness Agency

Before the Law's implementation, the Defense Civil
Preparedness Agency, which was part of the Department of
hefense (DOD), provided excess property to State and local
civil defense organizations under its Contributions Project
Loan Program. However, only about 10 percent of the total
property provided under this program was excess property;
the remainder was DOD property which had not been declared
excess. After the Law's implementation, the Agency stopped
providing excess property because it was unwilling to pay
the 25 percent.

While the impact of Public Law 94-519 on the Contribu-
tions Project Loan Program was not significant, the Agency's
becoming part of the newly created Federal Emergency Manage-
ment Agency (FEMA) as of July 15, 1979, severely affected
the program. Because the new Agency was not part of DOD,
it could no longer transfer DOD property free of charge.
Since the reorganization, State and local civil defense
organizations have been dependent on the Donation Program
for their Federal property.

FEMA officials informed us that they have received
numerous allegations from State and local civil prepared-
ness directors that the Donation Program is not serving
their needs. These directors have alleged that

--not enough usable property is available through
the program,

~~SASPs are not responsive to their needs,
--SASPs are asking unreasonably high service charges,

--property is not distributed equitably among States
and within some States among recipients, and

--quality or quantity of surplus property has not in-
creased since the Law became effective.
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The Agency had received various allegations from its
grantees concerning the surplus Donation Program for which
the grantees had become eligible under the Law. These
grantees had alleged that

-—-SASPs were not responsive to their needs,

--SASPs collected unreasonably high service charges for
surplus property, and

--not enough property was available through the Donation
Program.

Fish and Wildlife Service,
Department of the Interior

The Fish and Wildlife Service had ended its program for
transferring excess property to grantees, such as State fish
and wildlife and natural resources departments, because of the
25-percent payment requirement which, officials said, the Agency
could not afford. Interior officials told us that terminating
the excess property program had caused States to discontinue
some fish and wildlife projects. Specifically, they said that
Indiana had reduced its development of wildlife habitats and
waterfowl marshes, and that Ohio, while able to continue its
current projects with equipment already received, could not
begin some new projects because it lacked equipment. Interior
officials believe that no worthwhile surplus property is avail-
able through the S5ASPs.

Bureau of Indian Affairs,
Department of the Interior

Even though excess property provided to federally
recognized Indian tribes is exempt from the 25-percent pay-
ment requirement, the amount of such property transferred
by the Bureau of Indian Affairs has declined since imple-
mentation of the Law. Bureau officials attribute this
decline to the fact that they are required to retain title
to the property, and therefore, must maintain inventory rec-
ords to account for the property. Because Bureau officials
have limited funding to administer their excess property
program, they are transferring less property to Indian tribes
than was the case before the Law. The officials believe that
this property decline has been detrimental to Indian grantees.

12



QUALITATIVE IMPACT ON PROGRAMS
OF NON-FEDERAL ORGANIZATIONS

It is not possible to generalize about the impact of the
Law on all non-Federal organizations which formerly received
and used excess property. The impact undoubtedly varied de-
pending on such matters as the degree to which these programs
were dependent on Federal property, the amount and quality of
excess property received before and after the Law was inmple-
mented, and the degree to which the organizations have been
able to obtain and use surplus property through the Donation
Program after the Law.

We could not objectively determine how much the thousands
of organizations receiving excess property before the Law
actually were dependent on the property in carrying out their
programs. The amount of property received, by itself, is not
a true gauge unless considered in light of total program costs
and alternate resources available to the organizations. Also,
many of the former recipients had been criticized for not
using or improperly using excess property they had received.

In addition, we could not compare for individual organi-
zations the amount, type, value, and usage made of excess
property recelived before the Law with similar data on donated
surplus property received after the Law. The number of recip-
ients and amounts of property involved are just too massive,
and information which could be used to make such a comparison
would be available only from the thousands of individual
recipients.

Therefore, to judge the qualitative impact of the Law
on former recipients of excess property, we depended primarily
on discussions with officials who were able to offer opinions
or perceptions. These perceptions and other pertinent informa-
tion are discussed below.

Employment and Training Administration,
Department of Labor

Employment and Training Administration Headquarters
officials indicated that the Law had affected their grantees’
programs and the imposition of the 25-percent fee had signif-
icantly decreased the amount of excess property the grantees
acquired. However, during our visit to the Department of
Labor regicnal office in Denver, Colorado, an official told
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Federal agency

National Science
Foundation

National
Aeronautics
and Space
Administration

Department of
the Interior

Community Services

Administration

Environmental
Protection
Agency

ACTION

Department of
Commerce

Department of
Labor

Law Enforcement
Assistance
Administration

Department of
Agriculture
(note a)

Defense Civil
Preparedness
Agency
{note b)

Army

Navy

Air Force

Total

Excess property transferred to grantees

FY 1976 FYy 1977 FY 1978 FY 1979
————————————— (000 omitted)--——-——-——-----
$ 73,336 $42,916 $31,826 $35,797
1,101 477 - -

336 2,089 272 525
- 5,041 - 53
- - 1,250 135
11 24 - -
2,410 8,750 1,489 730
7,111 10,084 211 145
3,908 3,380 196 418
13,308 139,203 33,755 14,312
1,136 910 - -
49 117 - -
338 71 - -
69 47 - -
$103,113 $93,109 $68,999 $52,115

a/Including recipients of property under the Cooperative
These organizations are
technically not grantees, but are included in Public Law
94-519 as exemptions to the general conditions on trans-
fers of excess property to Federal grantees.

Forest Fire Control Program.

b/Became part of the Federal Emergency Management Agency in

~ 1979.



One of the more significant restrictions the Law
imposed on transfers to grantees was the requirement that
Federal agencies pay to the Treasury 25 percent of the
acquisition cost of excess property transferred to their
eligible grantees. However, there were four exemptions
to this requirement. One involved grants to foreign
countries, which is discussed in chapter 4. The other
three allowed transfers of excess property without pay-
ment of the 25 percent if it was furnished

--under section ll{e) of the National Science
Foundation Act of 1950 and was scientific
equipment;

—-under section 203 of the Department of Agriculture
Organic Act of 1944 for the Cooperative Forest
Fire Control Program and title to the property was
retained by the Government; or

~—to Indian tribes, as defined in section 3(c¢) of the
Indian Financing Act, holding Federal grants.

The table below shows that by fiscal year 1977, of the
total excess property transferred, the percentage acquired
by Federal agencies for their own use had declined to 65.8
percent. In fiscal years 1978 and 1979, since the Law's
implementation, the total amount of property acquired by
Federal agencies had not increased, but the percentage
had grown to 88.9 and 23.0 percent, respectively, because
much less property had been transferred to non-Federal
organizations.

Excess Property Transferred
FY 1976 FY 1977 FY 1978 FY 1379
Amount Percent Amount Percent Amount Percent Amcunt Percent

(millicns) (mi1llions) {millions) {millions)

Cxcess property transferred to:

Federal agencies
for their own use $ 881.0 78.4 5714.8 65.8 $778.6 88.9 $735.6 93.

lHon-Federal organizations
(grantees (note a) and
section 514 regipients) 243.1 21.6 370.8 34.2 97.3 11.1 52.2 7.0

Total $1,124.1 1n0.0 $1,085.6 100.0 $875.9 100, 0 $787.8 100.0

a/Including recipients of property under the Cooperative Forest Fire Control Program. These organ%2§tlons are
~ technically not grantees, but are included in Public Lav 94-519 as exemptions to the general conditions
on transfers of excess property to Federal grantees.



Our audit work performed on the impact of Public Law
94-519 on the AID and overseas private voluntary relief
agencies was part of an overall GAO review of the AID
excess property program. That review involved work at
AID headquarters and its excess property central office
at New Cumberland, Pennsylvania, as well as contacts with
AID missions in 13 foreign countries and 14 private volun-
tary relief agencies.

Because of the numbers of organizations involved and
the amounts of property transferred to donees and other non-
Federal organizations, we were not able to perform detailed,
indepth analyses at all the activities we visited. In
addition, because each SASP is relatively autonomous, our
findings at the 10 such agencies we visited may not be
typical of all §ASPs.



--an assessment of the degree to which the distribution
of surplus property has met the relative needs of the
various public agencies and other eligible institu-
tions, and

--such recommendations as the Comptroller General
determines to be necessary or desirable.

In addition to this general reporting requirement, two
separate congressioconal committees asked us to investigate
more specific matters concerning transfer of excess or sur-
plus Federal property to non-Federal organizations. 1In a
June 22, 1979, letter, (see app. 1I1II), the Chairmen and
Ranking Minority Members of the Senate Committee on Foreign
Relations and the Subcommittee on Civil Service and General
Services, Senate Committee on Governmental Affairs, emphasized
the need for us to include in this report information on the
experience of the Agency for International Development (AID)
and private voluntary overseas relief organizations resulting
from Public Law 94-519. Also, in an October 11, 1979, letter,
(see app. 1V), the Chairmen of the House Committee on Govern-
ment Operations and its Subcommittee on Government Activities
and Transportation requested that we include a discussion of
care and handling costs for surplus property donated to non-
Federal organizations.

The matters enumerated by Public Law 94-519 to be covered
in our report are interrelated, and therefore, do not lend
themselves to separate discussion without disconcerting repeti-
tion. Therefore, we have attempted to devise a report format
that will satisfy all of the reporting requirements placed on
us by the Law and subsequent congressional requests mentioned
above, and yet avoid repeating subjects which concern more
than one of these reporting requirements.

Chapter 2 of the report discusses the impact of the

Public Law on past and present programs involving the transfer
by Federal agencies of excess personal property to non-Federal
organizations. Chapter 3 summarizes our findings on the Law's
impact on the Federal surplus personal property Donation Program.
Chapter 4 addresses the impact of the Law on AID and voluntary
relief organizations. Chapter 5 deals with Federal care and
handling costs for donated surplus property. Our conclusions
and/or recommendations are contained in chapters 2 through 5.

OBJECTIVES, SCOPE, AND METHODOLOGY

Our review included work at the central office and four
regional offices of the General Services Administration (GSA},
the headquarters and selected field offices of 21 executive
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WHAT ARE THE FEDERAL AGENCIES' PRACTICES
FOR RECOVERING CARE AND HANDLING COSTS

FOR SURPLUS PROPERTY DONATED TO NON-FEDERAL
AGENCIES?

Since 1949 Federal agencies have been
authorized to recover their care and handling
costs for donated surplus property, but, as
discussed in chapter 5, they have followed
the policy of collecting only extraordinary
costs. Recent congressional action will
require the Department of Defense (DOD) to
recover greater costs for its surplus prop-
erty. Chapter 5 discusses DOD's actions to
identify the costs to be collected through

a surcharge on its property and alternative
ways to allocate these costs to the Donation
Program. Chapter 5 also presents the results
of GAO's questionnaire survey to determine
donee organizations' views on the impact of
DOD's actions on the Donation Program. On the
basis of this survey, GAQ believes that (1)
imposition of a care and handling surcharge
will result in reduced donee participation in
the program and (2) the reduction in partici-
pation will be significant if the surcharge
exceeds 1 percent of the property's original
cast.

RECOMMENDATIONS

GAO recommends that the Administrator of General
Services and the heads of all Federal agencies,
which transfer excess property to their grantees,
take various actions to correct the deficiencies
noted during GAO's review.

GAO also recommends that the Congress clarify
what costs relating to donated property it wants
recovered so that the costs will be handled con-
sistently for DOD and civil agency property.

AGENCY COMMENTS

Generally, Federal and State agencies included
in the review agreed with GAO's findings and
recommendations and indicated corrective actions
they would take. These comments, together with
GAO's evaluation, are summarized at the end. of
each chapter of the report. The complete texts
of the comments are included as appendixes.
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expressed by grantees of a few Federal agen-—
cies and organizations which had received
excess property under an economic development
program, which was terminated by the Law,
knowledgeable Federal officials were aware

of no serious adverse effects caused by the
Law. (See p. 10.)

HAS THE DISTRIBUTION OF SURPLUS PROPERTY
MET THE RELATIVE NEEDS OF RECIPIENT
ORGANIZATIONS?

The General Services Administration (GSA)
and the responsible State agencies appear to
be reasonably effective in their efforts to
distribute property fairly and equitably.
However, GAO found some problems which will
require continued management attention.

{See p. 42.)

ARF THERE SERIOUS MANAGEMENT WEAKNESSES IN
THE GOVERNMENT'S IMPLEMENTATION OF THE LAW?

Generally, the Law is being carried out
effectively. However, the amount of excess
property being transferred to non-Federal
organizations is still substantial and
improvements are needed to ensure that the
property is managed and used as required by
implementing requlations. For example, GAO
found instances where:

—--The National Science Foundation (NSF) was
transferring to some grantees property
costing more than the value of their
grants without appropriate approval.

--GSA was approving transfers to NSF grantees
of common-use property without requiring
that the Treasury be reimbursed 25 percent
of the property's acquisition cost as
called for in the Law.

-~GSA and NSF were approving transfers of

property to grantees whose grants were
about to expire.
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