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INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 

400 ARMY NAVY DRIVE 
ARLINGTON VIRGINIA 22202-4704 

January 12,20,11 

MEMORANDUM FOR DIRECTOR, DEFENSE LOGISTICS AGENCY DISPOSITION 
SERVICES 

SUBJECT: 000 Needs to Improve the Management and Oversight of Operations at the 
Defense Rcutilization and Marketing Office-Camp Arifjan. Kuwait 
(Report No. 0-201 ,1-033) 

(FOUO) We are providing this report for review and comment. Improved processes and 
procedures are needed at the Defense ReutiHzation and Marketing Office-Camp Arifjan. 
Kuwait. to better manage the proper receipt and disposition of over $' .2 billion of 
equipment. Specifically, controls to ace·ollnt for, process, protect. reutilize, and destroy 
equipment in accordance with applicable guidance. needed improvement. We also 
identified that the Government did not equitably benefit from an estimated in 
contractor sales of scrap and useable property. 

DoD Directive 7650.3 requires tbat recommendations be resolved promptly. We 
considered management comments when preparing the final report. The, Defense oglstlcs 
Agency Disposition Services' comments are partially responsive to Recommendation D 
because actions taken do not fully comply \vith DRMS Instruction 4160.14, which requires 
all visitors and trucks to be escorted or monitored at all times. Commenl~ to 
Recommendation E.2 are partially responsive because Defense Logistics Agency 
Disposition Services' officials did not state whether a contro'l plan win be developed or 
implemented. We request additional comments on those recommendations by February 11. 
20ll . See the Recommendations table on page ii of this report. 

If possible. please send a .pdf file containing your comments to audj aofa1.dodig.mil. 
Copies of the management comments must contain the actual signature of the authorizing 
official. We are unable to accept the ISigned/ symbol in plac.e of the actual signature. [f 
you arrange to send classified comments electronica1ly, you must send them over the 
SE('J{ET Intcrnct Protocol Router Network (SIPRNET). 

We appreciate the courtesies extended to the staff. Please direct questions to 
at (703) 604-  (OSN 664- ). 

~/·~ 
Daniel R. Blair 
Deputy Inspector General 
for Auditing 

cc: 
U.S. Central Command 
U.S. Army Central 
Defense Logistics Agency 
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Report No. 0-2011-033 (project No. 020 I 0-DOOOJA-0054.000) January 12,2011 

Results in Brief: DoD Needs to Improve Management 
and Oversight of Operations at the Defense Reutilization 
and Marketing Office-Camp Arifjan, Kuwait 

export-controlled items and technology. This 

What We Did occurred because DLA Disposition Services and 
DRMO officials believed controls were in place to 

We conducted this audit in response to a U.S. prevent unauthorized personnel from obtaining 
Central Command request to focus oversight on access and did not incorporate an export-control 
U.S.-funded assets. At the Defense Reutilization clause into the DRMO contract. Access to export­
and Marketing Office (DRMO) at Camp Arifjan, controlled items could result in disclosures of 
Kuwait, we determined that improved processes controlled technologies to foreign nationals which 
and control procedures were needed to better could have military or economic ramifications. 
manage the receipt and disposition of over 
$1.2 billion of equipment. (FOUO) Lastly, DLA Disposition ~ervi~e.s 

officials provided the contractor WIth t;tInlmal 
What We Found incentive to challenge or change questIonable 

condition codes and unit pricing of potentially The contracting officer and DRMO officials did 
serviceable items. This occurred because the not ensure the contractor had adequate controls in 
acquisition strategy and the terms and conditions place to validate that all items .were .received or 
of the contract allowed the contractor to retain all demilitarized in accordance wIth gUIdance. 
proceeds from the sale of scrap and useable items. Specifically, 000 officials did not ~nsure the 
As a result, the Government did not equitably contractor timely accounted for all Items; 
benefit from an estimated  in protected items from the environment; or restricted 
contractor sales of scrap and useable items from reutilization 171 items that should have been 
associated with DRMO operations in Iraq, destroyed. DRMO and contractor ?fficials also 
Afghanistan, and Kuwait for calendar year 2009. inappropriately certified and/or venfied that 

34 items requiring demilitarization were 
On June 30, 20 I 0, the contracting officer . destroyed. These issues occurred because (1) the 
terminated the DRMO contract for convenIence contracting officer did not hold the contractor 
and awarded a new contract on August 6,2010, accountable for deficiencies in receiving 
which was also terminated for convenience. As of operations, (2) the contracting officer. . 
December 2010, the DRMO contract was being re­representatives did not conduct effecttv~ oversIght 
solicited. Because of the contract terminations, of receiving and demilitarization operatl.ons, ~J.1d 
our recommendations are primarily directed (3) Defense Logistics Agency (DLA) DIsposItIon 
toward improving future DRMO contracts. Services officials did not develop a performance 

measure for demilitarization. As a result, items 
were vulnerable to theft and environmental What We Recommend 
damage, and items with poteptial safety.or health Among other recommendations, we recommend 
hazards were improperly re-Issued, placmg 000 the Director, DLA Disposition Services: 
personnel at an increased risk to injury. DRMO • Ensure appropriate performance measures for 
officials also lacked reasonable assurance that receiving and demilitarization and an export­
items were properly demilitarized. control clause are included in the new contract; 

• Develop procedures to ensure compliance.with 
DRMO and contractor officials did not provide receiving, demilitarization, physical securIty, 
adequate physical security over items because and export-control requirements; and. . 
DRMO officials over relied on contractor and • Implement procedures to ensure recelvmg .. 
Army officials to perform security operations, officials are challenging questIOnable condItIOn 
which increased the risk of pilferage. DRMO codes and inaccurate unit prices with the 
officials also did not ensure the contr.actor had generating activity. 
controls in place to prevent unauthOrIzed access to 
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Report No. D-20 11-033 (Project No. D20 1 0-DOOOJA-0054.000) January 12, 20 1 J 

Management Comments and Our Response 
We commend DLA Dispos ition Services for taking action to improve the receipt and disposition 
of excess equipment. DLA Disposition Services1 comments on Recommendations D and E.2 are 
partia lly responsive. Comments on the remaining recom mendations are responsive. DLA 
Disposition Services disagreed with the conclusions and assumptions in Finding E with regard to 
export-control laws, regulations, and guidance. Please see the recommendations table below. 

Recommendations Table 
r--Management Recommendations 
J Requiring Comment 

r 

Director, Defense Logistics - I D, E.2 
Agency Disposition Services 

r 
No Additional Comments 

Required 
fA.l:""A.2.a-d, A. 3 .a--b~, B- ,--
1 C.l.a-d, C.2, E. l , F.l , F.2 

----- -----------------------------------------~ 
Please provide comments by February 11, 2011. 
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Introduction 

Objectives 
The overall objective of our audit was to evaluate whether management processes and 
control procedures were in place to ensure the proper disposition of equipment at the 
Defense Reutilization and Marketing Offtce (DRMO)-Camp Arifjan, Kuwait. 
Specifically, we evaluated whether adequate controls existed to ensure the proper receipt, 
inspection, coding, and disposition of equipment at the DRMO. See Appendix A for a 
discussion of the audit scope and methodology; Appendix B for prior coverage related to 
the audit objectives; Appendix C for a description of the flow of equipment and materiel 
through a DRMO; Appendix D for examples of collaboration efforts to increase the 
reutilization of items; and Appendix E for a discussion of unaccounted for sensitive 
items. 

Throughout the audit we conducted multiple briefings with DLA Disposition Services 
and Camp Arifjan DRMO officials to communicate our initial observations and provide 
preliminary recommendations. We commend DLA Disposition Services for 
implementing corrective actions throughout the audit. See Management Actions in 
Finding A-C for actions taken during the aud it. 

Background 
We conducted this audit (1) in response to a U.S. Central Command request to focus 
oversight on U.S.-funded assets to ensure they are properly accounted for and that there is 
a process for their proper transfer, reset, 1 or disposal; and (2) based on previous fieldwork 
performed at the Camp Arifjan DRMO for DoD Inspector General (1G) 
Report No. D-201 0-027, in which we reported DRMO officials disposed of potentially 
serviceable Interceptor Body Armor components? 

Defense Logistics Agency Disposition Services 
The. Defense Logistics Agency (DLA) Disposition Services, formerly Defense 
Reutilization and Marketing Service, a subordinate command to the DLA, is responsible 
for the proper t·euse, transfer, donation, sale, or di sposal of excess items turned in by DoD 
Components. In FY 2009, DLA Disposition Services reported that DoD Components 
turned in 211.6 million items with an acqu isition value of $36.5 billion to its field sites 
worldwide. Within the field sites, DRMOs are considered to be the Government's last 
chance to salvage property before disposal. DRMOs may transfer reutilized property 
within DoD and Federal agencies or donate the property to qualified organizations. Prior 

1 The term " reset" refers to a series of actions taken to restore units to a des fred level of readiness based on 
mission requirements. 
2 DoD IG Report No. D-201 0-027, "Army's Management of the Operations and Support Phase of the 
Acquisition Process for Body Annor,'' December 8, 2009. 
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to transfer, sale, or disposa l, DRMOs are also responsible for demilitarizing property with 
inherent military characteristics, rendering the property useless from its orig inally 
intended purpose. 

Camp Arifjan DRMO 
The Camp Arit}an DRMO is the largest DRMO in the world. In calendar year (CY) 
2009, approximately 6.4 mi llion excess items with a total acquisition value of 
$1.2 billion, were turned in to the Camp Arifjan DRMO. Of those 6.4 million items, 
DRMO officials transferred 714,199 items ( 11 percent), with a total acquisition value of 
$80.6 mill ion, to DoD and Federal agencies or other qualified organizations for 
reuti lization. The remaining items (89 percent) were sold as scrap, useable property, or 
d isposed of as trash. 

Contractor Operations 
On November 29, 2007, the DLA Disposition Services contracting officer awarded a 
contract to Taos Industries to operate six DRMOs in Southwest Asia, one of which was 
the Camp Arifjan DRMO. The contractor was responsible fo r conducting DRMO 
operations to include receiving, storing, property issuing, demilitarization) and sell ing 
scrap and usable property. 

The contract was worth an estimated $45.2 million with three schedule tiers: firm-fixed 
price, time and material, and cost reimbursement fixed-fee. The contract included a 
12-month base period and four 12-month option periods. The duration ofthe f.trst task 
order under the base period was March 3, 2008, through June 30, 2009. The task order 
for the fi rst option period was July l, 2009, through June 30,201 0. Effective 
July I, 20 1 0, the contracting officer terminated the contract for convenience, and on 
August 6, 20 10, DLA Disposition Services officials awarded a new contract for 
conducting DRMO operations at Camp Arifjan, which the contracting officer also 
terminated for convenience on September 20,2010.3 As ofDecember 2010, the contract 
for conducting DRMO operations at Camp Arifjan was being re-solicited. 

Contractor Oversight 
Although the contracting officer retained overall responsibil ity for contract management 
and oversight, two onsite administrative cont racting officers and 18 on-site contracting 
officer representatives (CORs) were responsible for monitoring contractor performance. 
The administrative contracti ng officers were responsible for monitoring compliance w ith 

J According to the fi rst contract termination memorandum, Taos Industries, an affiliate of Public 
Warehousing Company, was suspended by the DLA on November 16,2009, unt il completion ofthe legal 
proceedings against Public Warehousing Company. For the second termination, DLA Disposition Services 
officials stated that due to a protest, the contract issued August 6, 2010, was also terminated for 
convenience, and a new solicitation is being issued. 
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contract requirements while the CORs provided day-to-day oversight of 34 U.S. citizens 
and 181 foreign nationals4 performing various DRMO operations. 

Disposition Guidance 
The contract required the contractor to comply with various guidance to include 
DoD 4160.21-M, "Defense Materiel Disposition Manual," August 18, 1997; and 
DRMS Instruction 4160.14, "Operating Instructions for Disposition Management," 
May 12, 2008. DoD 4160.21-M provides guidance on the disposition processes for 
useable and scrap property. DRMS Instruction 4160.1 4 implements that guidance and 
provides procedures for receiving, inspecting, processing, and disposing excess 
equipment (see Appendix C for a description of the flow of equipment and materiel 
through a DRMO based on the DRMS guidance). The Instruction also provides 
definitions of sensitive and pilferable items. Sensitive items are defined as property 
requiring a high degree of protection and control due to statutory or regulatory 
requirements. Pilferable items are those that by virtue of condition, intrinsic value, or 
resale potential, are highly desirable and, therefore, a primary target for theft. 

Iraq Drawdown 
On January 1, 2009, the United States entered into an agreement with the Government of 
Iraq for a complete withdrawal of U.S. forces and equipment from Iraq by 
December 2011. As of May 2009, DoD estimated that the drawdown from Iraq would 
include the withdrawal of approximately 3.4 million pieces of equipment. Within the 
U.S. Central Command's Theater of operations, the U.S. Army Central has overall 
responsibility for Army operations. A subordinate command of U.S. Army Central, the 
1st Theater Sustainment Command, has operational control of the Theater Retrograde, 
Camp Arifjan, which acts as a theater collection point for excess equipment. Theater 
Retrograde officials process serviceable and unserviceable materiel, to include sendin~ 
excess serviceable and unserviceable items to the DRMO for reutilization or disposal. 
As the drawdown progresses, the U.S. Central Command, in coordination with U.S. 
Army Central, Army Materiel Command, DLA Disposition Services, and other 
organizations, is working collaboratively to increase the reutilization of potentially 
serviceable items and limit waste. See Appendix D for examples of those collaborative 
efforts. 

Review of Internal Controls 
DoD fnstruction 5010.40, "Managers' )nternal Control Program (MJCP) Procedures,'' 
July 29, 20 I 0, requires DoD organizations to implement a comprehensive system of 
internal controls that provides reasonable assurance that programs are operating as 
intended and to evaluate the effectiveness of the controls. At the Camp Arifjan DRMO, 

~For consistency within the report, we use the term "foreign nationals" to refer to both local nationals and 
third-country nationals. 
5 Serviceable equipment is considered to be new, used, repaired, or reconditioned materiel issuable to 
customers for its intended purpose. Unserviceable equipment can include items that require repair, 
reconditioning, additional parts, or materiel that is condemned. 
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we determined that internal controls were not always in place or effective to provide 
reasonable assurance that equipment was properly received and dispositioned in 
accordance with DoD and DRMS guidance. 

DRMO officials were not effectively overseeing receiving and demilitarization 
operations and  

. DLA Disposition Services officials also did not incorporate the 
applicable export-control clause in the DRMO contract, which could have mitigated the 
risk of unauthorized access to export-controlled items. Implementing the 
recommendations in Findings A through C should ensure officials properly process, 
secure, and store items, and provide reasonable assurance that items are properly 
demilitarized, rendering them useless for their originally intended purpose. 
Implementing the recommendations in Findings D and E should reduce the risk that 
sensitive and pilferable materiel is vulnerable to loss or theft and should protect export­
controlIed items from unauthorized disclosure. 

The acquisition strategy and contract terms and conditions used by DLA Disposition 
Services officials provided the contractor with minimal incentive to challenge or change 
questionable condition codes and unit prices. In addition, the contractor had minimal 
incentive to tum away generating activities from improperly turning in serviceable items. 
Implementing the recommendations in Finding F should increase the reutilization of 
items by ensuring officials challenge and change questionable condition codes and unit 
prices, when warranted. We wilI provide a copy of the report to the senior officials 
responsible for internal controls at DLA Disposition Services and the Camp Arifjan 
DRMO. 

FOR OFFICIAL USE ONLY 
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Finding A. Receiving Requirements Not 
Always Met 
The contracting officer and DRMO officials did not always ensure the contractor 
received and processed items in accordance with DRMS guidance and contract 
requirements. Specifically, the contracting officer and DRMO officials did not make 
certain the contractor timely accounted for a ll items received and took steps to protect 
some items from the environment. This occurred because the contracting officer did not 
require the contractor to correct deficiencies identified by the CORs and did not hold the 
contractor accountable for its consistent fa ilure to correct those deficiencies. Also, 
DRMO officials did not assign an appropriate numberofCORs for conducting oversight 
of contractor receiving operations, verify that contractor officials had the train ing 
necessary to properly receive and process items, and ensure items were protected from 
environmental damage. As a result, potentially serviceable pilferable and sensitive items 
were vu lnerable to loss, theft, and environmental damage. 

DLA Disposition Services and DRMO officials took action to address some of the 
receiving issues we identified during the audit. On February 28, 20 I 0, DRMO officials 
provided the CORs and contractor officials training on the identification and processing 
ofpilferable and sensitive items. Subsequent to the contracting officer terminating the 
contract for convenience on June 30, 2010, the contracting officer withheld payment f rom 
the contractor in the amounts of $23,412.83 and $46,825.66 for failure to meet receiving 
requirements. See Management Actions on page 10 for a complete discussion of the 
actions taken. 

Receiving Process 
The DRMO receiving process is one of the most critical and important stages in 
determining equipment disposition. DRMS Instruction 4160.14 provides guidance on 
that process, which begins when a generating activity6 turns in an item using a 
DD Form l348- l A, ''1ssue Release/Receipt Document," July 1991, which is often 
referred to as a Disposal Turn-in Document (DTJD). Prior to acceptance of an hem, a 
DRMO receiving official inspects the item to determine its eligibil ity for tum-in. If the 
item is not eligible for turn-in, it is rejected back to the generating activity. If eligible for 
turn-in, the receiving offtcial verifies the item 's condition and ensures the quantities of 
items received match the DTID data. If the DTID data is incorrect or incomplete, the 
receiving official may assist the generating activity in making corrections or can reject 
tl1e item from turn-in. Once the information is verified, a DRMO receiving official enters 
the item' s information into the DRMO property record (the Defense Reutilization and 
Marketing Service Automated l nformation System [DAISY]).7 Once entered into 

6 A generating activity is any customer authorized to tum items into the DRMO. 
7 All item documentation is also scanned into WebDocs, a DLA Disposition Services internet based 
application that allows for the indexing and retrieval of hard copy documentation. 
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DAlSY, the item can be seen by DRMO customers,8 who have 42 days to claim the item 
from the DRMO. lfthe item is not claimed within 42 days, the item is downgraded to 
scrap or demilitarized. 

lfthe DRMO receiving official does not enter the item's information into DAISY within 
a specified time frame, the item is staged in a backlog area and should be processed on a 
first-in, first-out basis. A DRMO receiving official completes a DRMS Form 355 for 
eac~ i.tem in the backlo~ area with the. date received a.nd. the generating activi~'s DoD 
ActiVIty Address Code. See Appendtx C for a descnpt10n of the flow of eqUipment and 
materiel through the DRMO receiv ing process. 

Items Not Accounted for Timely 
The contracting officer did not ensure that the DRMO contractor officials entered all 
items into DAISY within the 7 days required in the contract. We reviewed the 
contractor's reports from November 12 through December 11, 2009, and determined that, 
on average, the daily number ofDTIDs not processed within 7 days was 1,260 DT LDs. 10 

DRMO and contractor officials continued to report during their monthly contractor 
performance review that the contractor remained unable to account for items within 
7 days. Failure to enter items into DAISY in a timely manner increases the risk that lost 
or sto len items will go undetected because items are not accounted for. 

The contractor also did not enter all pilferable and sensitive items into DAISY upon 
receipt. DRMS Instruction 4160.14 states pilferable items (and sensitive items), which 
can include items such as tools, ammunition, and organizational clothing and equipment, 
should be immediately brought to record and secured in a designated secure storage area. 
During our site visit, we observed on several occasions unsecured and unaccounted for 
pilferable and sensitive items in the backlog area, to include body armor, tools, and reflex 
sights (see Figures 1-3) . 

. Figure 1. Body Armor Figure 2. Tools 

8 A customer can be any DoD entity with a valid DoD Activity Address Code and Letter of Authorization. 
9 A DoD Activity Address Code is a six-digit code that uniquely identifies a unit, activity, or organization 
that has the authority to requisition and/or receive materiel. 
10 We could not determine the exact number of items not accounted for within 7 days because backlog is 
tracked by DTID number and multiple items can be annotated on one DTID. 
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On January 31, 20 I 0, we observed unsecured p il ferable items such as tools, tool boxes, 
and computer disks in the receiving backlog area . According to the DRMS Form 355s, 
those items were received on January 16, 2010. A I though contractor offic ials stated that 
they were processing the backlog items daily, when we revisited the backlog area on 
February 4, 2010, the items identified during our January 31 site visit remained 
unprocessed and unsecured. Unti l pilferable and sensitive items are secured and 
accounted for, those items are at an increased risk of loss or theft. 

Property Damaged from Environmental Exposure 
DRMO officials did not ensure the contractor protected some items from the environment 
in accordance with the contract. The contractor's operational technical p lan, which was 
incorporated into the contract, states the contractor should protect items from 
environmental damage and cover items in outdoor storage. However, we observed items, 
such as e lectronic power outlets and helmets that appeared to have weather damage from 
be ing stored in outdoor containers without lids. The accompanying DRMS Form 355s 
and DTlDs were also difficult to read due to water damage. 

We a lso identified items that appeared to have severe environmental damage. For 
example, we observed approximately 75 uncovered tri-wall containers of Joint Service 
Lightweight Integrated Suit Technology (JUST) items and body armor components held 
for potential reutilization, wh ich were not covered with a lid and collapsing due to 
environmental damage (Figures 4 and 5). We also observed container lids in the JLIST 
area not being used (Figure 6). 

Figure 4. E~posed 
JLIST Items 

Figure 5. Collapsed 
JLIST Containers 

Figure 6. Excess 
Conta iner Lids 

We compared the cost of the lids to the acquisition cost of the items in the exposed 
tri-wa ll containers and determined the lid cost to be minimal in relation to the acquisition 
cost of the items. According to 
the Federal Logistics Database, 
a tri-wal.l container I id costs 
approximately $43, while the 
estimated acquisition cost of 
one container of JLJST items 
was approximately $39,000. 

We compared the cost of the lids to the acqt~isilion 
cost of the items in the exposed tri-wal/ containers 

and determined the lid cost to be minimal in 
relation to the acquisition cost 

of the items. 

Proper env ironmental protection of potentially serv iceable items is critical to 
reutil ization. 
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Contractor Not Held Accountable 
The contracting officer did not ensure the contractor corrected receiving deficiencies 
identified by the CORs. While the contracting officer withheld partial payment from a 
1-month invoice in CY 2009 for noncompliance with receiving requirements, the 
contracting officer did not continue to hold the contractor accountable for their consistent 
failure to correct deficiencies identified by the CORs. 

Performance Problems Previously Reported 
The contractor's failure to comply with accountability req uirements had been reported by 
the CORs since July 2008. Based on the COR reports, the contracting officer issued a 
cure notice 11 to the contractor on August 24, 2008, which required the contractor to 
develop a corrective action plan to address the concerns. On September 8, 2008, the 
contractor provided a corrective action plan to the contracting officer citing specific 
actions to be taken to comply with requirements to timely enter items into DALSY. From 
September 2008 to October 2008, DLA Disposition Services officials also took action b~ 
providing the contractor with assistance to reduce backlog and enter items into DAISY. 2 

However, not until July 23, 2009 (l 0 months after receipt of the corrective action plan), 
did the contracting officer withhold payment for the contractor's continued 
noncompliance with receiv ing requirements. Specifically, the contracting officer reduced 
payment to the contractor by $23,413, (10-percent of a !-month invoice), for the 
contractor's fai lure to fo llow the corrective action plan. 

Performance Problems Continue 
During CY 2009, DRMO officials continued to identify and report the contractor's 
noncompliance with accountabi lity requirements. For example, on July 20, 2009, a COR 
issued a corrective action request because the contractor was not meeting the 7-day 
requirement for entering items into DAISY. We a lso reviewed DRMO official and 
contractor monthly performance assessments of the acceptable performance level (APL) 
for receiving, which requires the contractor to achieve l 00-percent compliance for 
entering items into DAISY within 7 days. As shown in Table 1, us ing a 5-percent 
variance, both COR and contractor officials continuously reported that the contractor 
failed to meet the APL for 7 out of 12 months for CY 2009. 

11 A cure notice may be Issued to a contractor once it is determined that actions or inactions on the part of 
the contractor are endangering performance under the contract. The cure notice requires the contractor to 
address what will be done to correct the situation. 
11 The contracting officer reduced the contractor's November 2008 monthly invoice by $76,047 for 
providing Government assistance to reduce the backlog. 

F9ll 9f'fffjls:'As t;SI!i 9NisY 
8 



P81t 8PPI@!ftllls t;SI! 8ffJsY 

Note: We used the DLA Disposition Services, Acceptable Performance Level (APL) Key, which uses a 5-percent 
variance to visually display compliance with an APL goal of I 00 percent. Green indicates a variance of greater than or 
equal to 95-percenl compliance, yellow indicates 85- to 94·percent compliance, and red indicates anytlliog lower than 
85-percent compliance with the APL. 

Although DRMO and contractor officials continued to report that the contractor did not 
achieve the APL for receiving, the contracting officet-did not further reduce contractor 
payments in response to those reports. Incorporated as a clause to the contract, Federal 
Acquisition Regulation 52.246-4, Inspection of Services- Fixed Price, allows the 

Government to hold the contractor 
Although DRMO and contractor accountable for fai lure to ensure compliance 

officials continued to report that the with contract requirements and to request 
contractor did not achieve the APLfor consideration to include a reduction in 
receiving, the contracting officer did payment. However, based 011 our review of 
not hold the contractor accountable the contractor's monthly invoices for the 

for continued noncompliance with the remainder of 2009 (August through 
contract requirement. December), the contracting officer did not 

further reduce contractor payments other than the payment withheld on July 23, 2009. 

Better Oversight and Training Needed at Receiving Area 
DRMO officials did not assign an appropriate number of CORs for conducting oversight 
of contractor receiving operations. DRMO officials also did not verify contractor 
officials had the training necessary to properly receive and process sensitive and 
pilferable items, and ensure items were properly protected from environmental conditions 
in accordance with applicable guidance. 

Insufficient Number of CORs at Receiving Area 
DRMO officials did not assign an appropriate number of CORs to perform oversight of 
the contractor's receiving operations, one of the most critical processes in the flow of 
equ ipment and materiel through a DRMO. Although there were 18 CORs el igible for 
monitoring contractor performance, DRMO officials reported on ly one COR was 
assigned to perform oversight of receiving operations during the day, and one COR was 
assigned to perform oversight of all DRMO funct ions at night. However, during multiple 
site visits in January 2010 and February 2010, we did not observe a COR present in the 
receiving area. Although we did not identify guidance dictating the number ofCORs 
needed to perform oversight of receiving operations, the lack of oversight is indicative of 
recurring issues within the U.S. Central Command Theater of operations. As previously 
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repotted in multiple GAO and DoD reviews, 13 DoD continues to have an inadequate 
number of personnel to conduct oversight of its contractors. 

Training on Pilferable and Sensitive Items 
DRMO officials did not verify that contractor employees had the training necessary to 
properly process pilferable and sensitive items. The contractor's operational technical 
plan, which was incorporated into the contract, anticipated that monthly training on 
pilferable and sensitive items would be required for contractor employees responsible for 
the receiving process. However, our review of contractor employee training records 
indicated that receiving officia ls on ly completed pilferable and sensitive training for 
3 months during CY 2009. Contractor 
officials stated that given the environmen t 
of contingency operations and turnover of 
personnel, they were not always able to 
provide monthly training. While we 

... receiving officials only completed 
piljerable and sensitive training/or 

3 months during CY 2009. 

understand the challenges of operating in a contingency environment, DRMO ofiicia ls 
should verify that contractor employees responsible for the receiving process have the 
technical training necessary to identify pilferable and sensitive items to make certain 
those items are promptly accounted for and protected from loss or theft. 

Protection of Potentially Serviceable Items· 
DRMO and contractor officials were unaware that the contractor should protect items 
from environmental damage. Instead, officials stated that they are not responsible for 
protecting items that arrived at the DRMO in uncovered containers. DRMO officials also 
stated they requested a storage facility be built at the DRMO to protect property from 
environmental damage; however, building restrictions at Camp Arifjan prevented the 
construction of a permanent covered storage facility. Based on the amount of items we 
observed that were environmentally damaged, it is imperative that potentially serviceable 
items are protected from the elements to increase the reutilization of items and save 
Government resources. 

Management Actions to Improve Receiving Operations 
DLA Disposition Services and DRMO officials took action to address some of the 
conditions identified during the auq it. On February 28, 2010, 20 COR and contractor 
officials attended "Pilferable/Sensitive and Basic Receiving Rev jew" training. The 
training inc luded instruction on proper identification and processing of sensitive and 

13 GAO, "Warfighler Support: Continu~ Actions Needed by DoD to lmprove and (nstitutionalize 
Contractor Support in Contingency Operations," GAO 10-SSlT; GAO, ' 'Military Operations: DoD Needs 
to Address Contract Oversight and Quality Assurance 1ssues for Contracts Used to Support Contingency 
Operations," GA0-08-1087; GAO, "Mjlitary Operations: High-Level DoD Action Needed to Address 
Long-standing Problems with Management and Oversight of Contractors Supporting Deployed Forces,'' 
GA0-07-145; DoD lG "Contingency Contracting: A Framework for Refonn," D-2010-059; DoD IG, 
"Defense Contract Management Agency Acquisition Workforce for Southwest Asia," D-201 0-051; DoD 
IG, "Challenges Impacting Operations Iraqi Freedom and Enduring Freedom Reported by Major Oversight 
Organizations Beginning FY 2003 through FY 2007,'' D-2008"086. 
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pilferable items. In addition to the training, DLA Disposition Services officials stated 
DRMO officials took immediate action to protect property from environmental damage 
using existing materials and wi ll order protective lids to be placed on tri-wall containers 
to protect equipment from the elements. We commend DLA Disposition Services and 
DRMO officials for taking prompt management action during the audit. 

Subsequent to the contracting officer terminating the DRMO contract for convenience on 
June 30, 2010, the contracting officer withheld payment from the contractor for failure to 
meet two receiving APLs. Specifically, on July 6 and 8, 2010, the contracting officer 
withheld payments in the amounts of $23,412.83 and $46,825.66, respectively . 

DLA Disposition Services officials awarded a new contract for conducting DRMO 
operations at Camp Arifjan on August 6, 2010, which the contracting officer aJso 
terminated for convenience on September 20, 2010. The contract for conducting 
operations at Camp Aritjan is being re~solicited. As a result, our recommendations are 
primarily directed towards improving future management and oversight of receiving 
operations at the Camp Arifjan DRMO. 

Recommendations, Management Comments, and Our 
Response 
A.l We recommend that the Director, Defense Logistics Agency Disposition 
Services, identify the personnel accountable for not ensuring the contractor 
corrected receiving deficiencies identified by contracting officer representatives and 
initiate administrative action regarding these personnel as deemed appropriate by 
the Director. 

DLA Disposition Services' Comments 
The DLA Executjve Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation, stating that the Director, DLA Disposition Services and J-7 
reviewed the issue and determined administrative action was not warranted. 

Our Response 
DLA Disposition Services ' comments are responsive and no additional comments are 
required. 

A.2. We recommend the Director, Defense Logistics Agency Disposition Services, in 
coordination with the contracting officer, ensure the following are included in 
subsequent DRMO contracts: 

a. Performance measures to verify whether the contractor entered all items 
into the DefenseReutilization and Marketing Service Automated Information 
System within a required timeframe. 
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DLA Disposition Services' Comments 
The DLA Executive Director for Materjel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation, stating that cun·ently government personnel are performing all 
functions at DLA Disposition Services Camp Arifjan [Camp Arifjan DRMO]. The new 
contract solicitation does not require the contractor to perform property data entry. 
Rather, govemment personnel will continue to perform this function . However, if future 
Camp Arifjan contracts have a requirement for the contractor to enter property into the 
accountability system, an appropriate performance measure will be utilized to evaluate 
contractor performance, ensuring all property data are entered into the system within a 
required timeframe. 

Our Response 
DLA Disposition Services' comments are responsive. Although Government personnel 
are performing all functions at the Camp Arifjan DRMO, DLA Disposition Services 
should verify that procedures are in place to ensure all items are entered into the Defense 
Reutilization and Marketing Services Automated Information System within the required 
timeframe. No additional comments are required. 

b. Terms and conditions to hold the contractor accountable for continued 
noncompliance with contract requirements to include a reduction in payment 
option. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that under the Inspection of Services clause, if any 
services do not conform to contract requirements, the government may require the 
contractor to perform services again at no increase in contract amount. l f the deficient 
service cannot be corrected by re-performance, the government may also reduce the 
contract price to reflect the reduced ' 'value" of the services performed. DLA Disposition 
Services will also consider inc luding a price reduction schedule in future contracts tied to 
performance metrics. 

Our Response 
DLA Disposition Services' comments are responsive. Subsequent to prov id ing official 
comments, we confirmed with DLA Disposition Services officials that the Inspection of 
Services clause was incorporated into the new contract solicitation. No additional 
comments are required. 

c. Requirement to make certain contractor receiving personnel are properly 
trained to process and account for piJferable and sensitive items. 
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DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services, DLA Disposition Services agreed 
with the recommendation stating that although the prior contract did not require monthly 
training on pi lferable and sensitive items for contractor receiving officials, DLA 
Disposition Services immediately initiated contractor training to identify, process, and 
handle pilferable and sensitive items. The training and additional process improvements 
implemented will remain in place and occur monthly once the new contract begins. In 
addition, DLA Disposition Services provided separate and secure storage areas and 
lockable containers to segregate sensitive and pilferable material from other inventory 
which will continue under any Camp Arifjan follow-up contract. 

Our Response 
DLA Disposition Services' comments are responsive. No additional comments are 
required. 

d. Requirement for protecting potentially serviceable items from the 
environment. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that although there was no specific requirement in the 
prior contract to protect property from environmental damage or to cover property in 
outdoor storage, the contractor was required to prevent degradation in property condition 
and value. Therefore, DLA Disposition Services provided lockable containers to the 
contractor and purchased protective lids to cover open tri-wall boxes and will continue 
this arrangement under any Camp Arifjan follow-up contract. 

Our Response 
The DLA Disposition Services' comments are responsive. We commend DLA 
Disposition Services for implementing corrective actions to protect property from 
environmental damage. No additional comments are required. 

A.3 We recommend tbe Director, Defense Logistics Agency Disposition Services, in 
coordination witb tbe contracting officer and the chief, Defense Reutilization and 
Marketing Office at Camp Arifjan: 

a. Increase1he number of contracting officer representatives at receiving to 
validate contractor compliance with receiving requirements, to include timely 
accounting for all items received, processing and accounting for pilferable and 
sensitive items, and protecting potentially serviceable items from the environment. 
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DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with d1e recommendation stating that although Government personnel are current1y 
performing all functions at DLA Disposition Services Kuwait [Camp Arifjan. DRMO], 
once the follow-on contractor is in place, DLA Disposition Services will appoint 
sufficient, trained contracting officer representatives to ensure adequate government 
oversight of contractor performance. 

Our Response 
DLA Disposi6on Services' comments are responsive. We contacted a DLA Disposition 
Services official for clarification on how the adequacy of government oversight will be 
determined. The official stated that on a monthly basis, the contracting officer will 
coordinate with the site manager to verify that appointed and trained contracting officer 
representatives are actively observing and reporting on contractor performance. No 
additional comments are required. 

b. Cond uct per iodic unannounced reviews to verify contractor compliance 
with contract requirements. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Pol icy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that the DLA Accountability Office and DLA 
Disposition Services Internal Audit Staff will coordinate to conduct unannounced audits 
to verify contractor compliance requirements on any Camp Arifjan follow-up contract 

Our Response 
DLA Disposition Services' comments are responsive and no additional comments are 
requ ired. 
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Finding B. Demil Code F Items Not 
Restricted from Reutilization 
DRMO officials did not ensure the contractor complied with disposition instructions 
when processing demil code F items for reutilization.14 Specifically, the contractor did 
not restrict from reuti lization J 71 of 684 items that, due to their nature, had specific 
disposition requ irements known as demil code F items, and were received at the DRMO 
from Ju ly 1, 2009, to March 1, 2010. Of those 171 items, 47 were improperly issued to 
DoD personnel. This occurred because DRMO officials did not verify that contractor 
employees had received adequate training on processing demil code F items. As a resu lt, 
DoD personnel were at increased risk of injury from using items that couJd present safety 
or health hazards. 

During the aud it, DRMO officials took immediate action to provide training on the 
propet identification and processing of demil code F items to prevent improper 
processing of those items. Because we already recommend incorporating training for 
receiving personnel into the new contract in Finding A, we focused our recommendation 
here on DRMO officials retrieving and destroying demiJ code F items that were 
improperly issued to DoD personnel. See Management Actions on page 17 for a 
complete discussion of the actions taken. 

Disposition Instructions 
Some demil code F items are considered sensitive items, which present hazards to 
personal safety, heaJth, or the environment during use or demilitarization. T hese items 
require specific disposition instructions. DRMS Instruction 4160.14 states when turn ing 
in demil code F items to the DRMO, the generating activ ities are to provide copies of the 
disposition instructions. The DRMS Instruction also states if generating activities do not 
provide disposition instructions for demi l code F items, DRMO officials should obtain 
the instructions to ensure items are properly demilitarized. 

To determine whether demil code F items were properly dispositioned, we conducted a 
census review ~5 of the documentation for all 684 demil code F infrared equipment, 
infrared illuminators, and bore light systems 16 received from July 1, 2009, to 
March 1, 2010. Each of the items we rev iewed had similar disposition instructions 
stating these items should not be issued. For example, the borelight system disposition 
instructions state the items are not to be sold, issued, or provided to any Government, 
DoD, State, local law enforcement agency, civilian organization, or individual due to 

14 A demil code describes whether the item requires mutilation or destn1ction and demil code F items are 
items that, due to their nature, bave specific disposition requirements. 
•s A census review is a review of all items within a population, which produces results that are certain. 
16 According to the Army Field Manual 3-22-9, infrared equipment is a laser aiming device which is used 
in conjunction with night vision equipment; an infrared illum inator is a laser used to direct fire and 
illuminate and designate targets; and a bore light system is a laser used to calibrate and aim laser aiming 
devices. 
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laser safety precautions. Therefore, the items are to be destroyed. The disposition 
instructions further state that prior to tum-in, the generating activity should demilitarize 
the laser borelight system by breaking the light emitting diode [or LED] and annotating 
its destruction on the DTJD. Further demilitarization is then performed at the DRMO. 

Some Items Were Improperly Issued 
DRMO officials did not ensure the contractor complied with disposition instructions 
when processing demi t code F items for reutilization. Our census review indicated that 
the contractor improperly processed 171 of the 684 (25 percent) demi t code F items and 
made them available for reutil ization. As a result of the items not being restricted from 
reutilization, the contractor 
improperly issued 47 of 
the 171 demil code F items 
to DoD personnel. For 

Our census review indicated that the contractor 
improperly processed 171 of the 684 (25 percent) demil 
code F items and made them available for reutilization. 

example, the DRMO improperly issued infrared equipment to an individual authorized by 
a unit commander to receive equipment from the DRMO. The DRMO also improperly 
issued infrared illuminators to an individual authorized by a maj or Army command to 
receive equipment from the DRMO. 

Training Requirements Not Met 
As previously stated in Finding A, DRMO officials did not verify that contractor 
employees had the training necessary to properly receive sensitive items, which can 
include demit code F items. Specifically, receiving officials were only provided month ly 
training on pilferable and sensitive items for 3 of 12 months during CY 2009. Without 
proper training, receiving officials may disregard or overlook demit code F disposition 
instructions. 

As shown in Table 2, ofthe 171 items improperly made available for reutilization, the 
generating activity turned in 142 of 171 (83 percent) items with the disposition 
instructions. For the remain ing 29 of 17 1 (17 percent) hems that did not have disposition 
instructions turned in with the items, contractor officials should have obtained the proper 
disposition instructions in accordance with DRMS gu idance. 

Table 2. 171 Demil Code F Items Improperly Made Available for Reutilization 

I Description !Number I Percentage 
I of Items of Items 

I Items Received with Disposition Instructions: I 142 [ 83 percent 

r Items Not Received with Disposition Jnstructions: I 29 1 17 J;rcent 
Note: Tbe table depicts all demil code F infrared illuminators, infrared equipment, and bore!ight systems 
received and improperly made available for reutilization at the Camp Arifjan DRMO from July 1, 2009 to 
March l, 2010. See Appendix A for a description ofthe census rev iew. 

Implementing the Recommendations in Finding A should prevent those items from being 
made available and ensure they are destroyed in accordance with the disposition 
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guidance. Tmplementing the recommendation in this finding will ensure that demil 
code F items that were improperly issued are retrieved and destroyed. 

Personnel at an Increased Risk of Injury 
Because demil code F items may, present hazards to the environment; safety, or health, it 
is imperative that receiving officials comply with disposition instructions to reduce these 
risks. We contacted the item manager for infrared equipment who confirmed that the 
items should not have been issued and should have been destroyed, and added that 
improper use of the items could damage or impair one' s vision. We immediately briefed 
DRMO officials that contractor officials inappropriately issued demil code F items and 
recommended they identify similar, improper issuances of these items. We also found 
that some of these items were unaccounted for by Army Components. See Appendix E 
for examples of unaccounted items improperly issued by the DRMO. DRMO officials 
stated they would attempt to locate and retrieve the items that were improperly issued to 
ensure they were properly destroyed. 

Management Actions to Improve Reutilization Controls 
In response to our interim audit briefings, DRMO officials took action on 
February 28, 2010, by conducting "Pilferable/Sensitive and Basic Receiving Review'' 
training for 20 CORs and contractor officials, which included guidance on the proper 
acceptance and processing of de mil code F items. On June 30, 20 I 0, the contracting 
officer terminated the contract for convenience. 

Recommendation, Management Comments, and Our 
Response 
B. We recommend the Director, Defense Logistics Agency Disposition Services, 
direct the chief, Defense Reutilization and Marketing Office at Camp Arifjan, to 
contact tbeDoD Components that received the demil codeF items that were 
improperly reissued and ensure those items are retrieved and destroyed. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that some of the items were returned due to the DLA 
Disposition Services Kuwait staffs repeated attempts to contact the DoD personnel who 
were improperly issued demil code F items. However, some of the items are in the 
possession ofDoD personnel, who have redeployed. Based on DoD 4160.21-M-1 , 
"Defense Demilitarization Manual," February l4, l995, once those DoD personnel no 
longer need the items for their mission; they should demilitarize and or turn the items into 
a DLA Disposition Services location for demilitarization. 

Our Response 
DLA Disposition Services' comments are responsive. We contacted DLA Disposition 
Services requesting further assurance that officials had exhausted all measures to retrieve 
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the demil code F items that were improperly reissued. DLA Disposition Services 
officials provided documentation to support that the DoD Component,s home stations 
nad been notified to return all items to their nearest DRMO, subsequent to their 
redeployment. In addition, officials stated that follow-up with those components will be 
encouraged. No additional comments are required. 
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Finding C. Noncompliance with 
Demilitarization Requirements 
From December 2009 to February 20 I 0, DRMO and contractor officials inappropriately 
certified and/or verified that 34 items were demilitarized in accordance with DRMS 
guidance. Specifically, DRMO and contractor officials: 

• certified and verified destruction of three infrared equipment, three radio beacons, 
and one infrared illuminator when in fact the items had been issued to DoD 
Components, 

• certified and verified destruction of the same 26 microcircuits on two different 
dates, and 

• did not verify the destruction of an antenna element. 

This occurred because DLA Disposition Services officials did not develop and 
incorporate a performance measure for the demi litarization process into the contract. !n 
addition, DRMO officials did not adequately monitor contractor compliance with 
demilitarization and training requirements and did not assign an appropriate number of 
personnel to verify items were properly demilitarized. As a result, DoD officials lacked 
reasonable assurance that contractor officia ls properly demilitarized items to prevent 
technologies or their components from being used for their originally intended purposes. 

DRMO officials took immediate action to address some of the de'ficiencies identified 
during the audit. On February 18, 2010, DRMO officials required certifying officials that 
were defic ient in training to complete the proper training requirements. ln addition, on 
February 25, 2010, the DRMO chief stated she appointed two additional CORs to oversee 
demilitarization operations. See Management Actions on page 25 for a complete 
discussion of management actions taken. 

Demilitarization Process 
DoD items are demilitarized to prevent the future use of the equipmenl: material, and 
components from being used for their intended military purpose. Demilitarization is 
generally conducted at a DRMO in accordance with the item's demil code. A demi l code 
describes whether the item requires mutilation (deforming, cutting, melting, crushing) or 
destruction (shredding, burning, cutti ng, crushing). All items with a detnil code other 
than "A" require some type of demilitarization. Unserviceable items requiring demil may 
be processed for demilitarization upon receipt at the Camp Arifjan DRMO. The DTIDs 
for unserviceable items are stamped with the following (Figure 7): 

I certifY that the itetn(s) listed hereon has been demilitarized in 
accordance with DoD 4160.21 -M-1, Defense Demilitarization Manual, 
Appendix 4, Category _ _ , Paragraph _____J and/or the following 
applicable regulation_. 
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Figure 7. Disposal Turn-in Document Stamped With 
Demilitarization Certificate Statement 

Source: WebDocs 

Serviceable items requ iring demilitarization are fi rst made avai lable for reutilization. If 
the items are not reutilized within the standard 42-day reuti lization period, the DAISY 
system automatically prints a demi l certificate (Figure 8). Contractor officials stated 
multiple demit certificates may be printed as a rem inder, until the items are demilitarized. 

Figure 8. Demilitarization Certificate Printed 
After 42-Day Expired Reutilization Period 

DAISY 01/22/ lO udwb400l.rpt.Oll 
Locac.ion: S06A DBMIL CERTIFICATE 10022 

OT I D STOCK 10 QUANTITY UI DEMIL CODE SITE/STORAGE 

Wl5GKB9271H4S2L 5805 012466826 1 £A C AO 002010280 

ITEM NAME: TELEPHONE SET 

I CERTIFY THAT Tl'(E ITEM (S) LISTED ABOVE WERE DEMILITAIUZEO IN ACCORDANCE WITH 

DOD ~160 . 21-M-1 , DEFENSE DEMILITARIZATION MANUAL , APPENDIX ----

CATEGORY ----' PARAGRAPH AND/OR THE FOLLOWING APPLICABLE 

REGULATION DEMtL CERTI"I'IEO BY • DATE 

OE~IIL PERFORMED CO!lE VER1PI£R 

Source: WebDocs 

The Camp Arifjan DRMO has three demil areas, each of which uses a different 
demiljtarization tool (shredder, ammo shell casing defonner, and torch cutter). For our 
review, we primarily focused on items demilitarized in the torch cutting area. ln this 
area, demit personnel lay out items in rows (Figure 9), and the certifier reconciles the 
items and quantities contained on the DTIDs to the information on the demil certificates. 
Discrepancies are noted on the demil cettificates by circl ing and changing the number of 
items listed on the certificates to the actual number of items counted (Figure 1 0). Once 
the counts are complete and reconciled, the items are demili.tarized. 
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DRMS Instruction 4160.14 states demil certificates require two signatures, one by a 
certifier and one by a verifier. 17 Having two people sign each demil certificate reduces 
the risk of errors or fraud. Certification is normally accomplished once demilitarization 
is completed. First, the certifier will either perform or witness the demi litarization 
process. Once the process is complete, the certifier signs and dates the demilitarization 
certificate validating the quantities demilitarized. The verifier must witness the 
demilitarization or inspect the residue, and then the verifier countersigns the 
demilitarization certificate validating the quantities and adequacy of demilitarization. 
The DRMS Instruction also states that s igning a false certificate constitutes a felony and 
may subject the individual to criminal prosecution. 

17 The certifier can be a foreign national or U.S. citizen contractor official. The verifier must be a lJ.S. 
citizen and a Government official. 
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Improper Certification and Verification 
From December 2009 to February 20 I 0, DRMO and contractor officials inappropriately 
certified or verified that 34 items were destroyed in accordance with DRMS guidance. 
Specifically, demit certifiers and/or verifiers did not always validate quantities 
demilitarized, likely witness demilitarization or inspect the residue, or countersign demit 
certificates.18 

Incorrect Quantities Certified and Verified 
The certifier and verifier did not always validate the quantity of all demilitarized items. 
For example, some of the items we reviewed, to include three pieces of infrared 
equipment, three radio beacons, and one infrared illuminator, were certified and verified 
as destroyed when the items had actually been issued to DoD Components. We 
identified a demil certificate printed on January 1, 20 I 0, which indicated that 30 pieces of 
infrared equipment were el igible to be demilitarized. On January 20, 2010, 3 of the 
30 items 19 were improperly . . . . 
· d 

1 
s · · b ... three pieces oj mfrared eqwpment, three rad1o Issue o a erv1ce mem er. . . . . 

0 J 26 201 0 th beacons, and one mfrared zllummator, were certified 
n anuary ' ' e and verified as destroyed when the items had actually 

remaining items were 
d ·1·t · d · th been issued to DOD Components. em1 1 anze usmg e 
demit certificate printed on January 1, 2010. However, both the certifier and verifier 
signed the demit certificate which stated all 30 items were demilitarized indicating that 
the certifier and verifier did not validate the correct quantity of items demil itarized. Had 
the certifier and verifier validated the correct quantity of items demilitarized, they would 
have annotated the dem it certificate to state only 27 items had been demilitarized. 

We identified another demit certificate, printed on January 8, 2010, indicating that 
1 1 radio beacons were eligible to be demilitarized . On January 16, 20 I 0, 3 of the 
11 items were issued to a Service member. On January 27, 2010, the remain ing radio 
beacons were demil itarized using the demilitarization certificate printed on January 8. 
However, both the certi fier and verifier signed the demil certificate that stated all 
11 items were dem ilitarized. We also reviewed a demit certificate for 77 infrared 
illuminators printed on January 8, 201 0. Although the contractor issued one infrared 
illuminator on January 16, 2010, the certifier and verifier signed the demil certificate on 
January 29, 2010, stating that all 77 items were demilitarized. Neither demil certificate 
reflected the correct quantity destroyed, indicating the certifier and verifier did not 
actually validate the quantity demil itarized prior to signing and countersigning the demil 
certificates in accordance with DRMS guidance. 

18 The auditors used a judgment. sample to identify items inappropriately certified and/or verified. As such, 
the results cannot be projected across the entire population of items which required demi litarization. 
19 The three items were also included in the 47 total demil code F items improperly issued to DoD 
Components as discussed in Finding Band Appendix E. 
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Witness or Inspection of Items Not Perlormed 
The same 26 linear microcircuits were certified and verified as destroyed on two demll 
certificates for two different dates. The certifier and verifi er signed the first certificate on 
December 8, 2009, stating that all26 items were demi litarized. The same certifier and 
verifier signed a second certificate on December 14, 2009, stating again that the same 
26 items were demilitarized. The certifier and verifier likely did not witness the 
demilitarization or inspect the residue, and should have identified that these 26 linear 
microcircuits could not have been demil itarized on both dates. 

No Government Signature to Validate Demit 
We identified one dernil certificate for an antenna element that the verifier did not 
countersign. Without a countersignature, there is no assurance the DRMO official 
validated the adequacy of the antenna element's demilitarization to prevent its future use. 
Further review of the de mil certificate revealed the certifier as the same individual to 
originally receive the item into the DRMO. Both the Office of Management and Budget 
and GAO provide guidance on controls necessary to ensure individuals have segregated 
responsibilities so as not to exceed or abuse their assigned authorities. Most notably, 
GAO's ' 'Standards for Internal Controls in the Federal Government,'' November 1999, 
states, 

Key duties and responsibilities need to be divided or segregated among 
diO'erent people to reduce the risk of error or fraud. This should 
include separating the responsibilities for authorizing transactions, 
processing and recording them, reviewing the transactions, and 
handling any related assets. No one individual should control all key 
aspects of a transaction or event. 

Although we did not identify other demil certificates without a countersignature during 
our review, we did identify another demil certificate (for an ejection chute) that was 
processed at receiving and certified as demilitarized by the same individual. 

Better Management and Oversight Needed 
DLA Disposition Services officials did not develop and incorporate a performance 
measure for the demilitarization process into the contract, and DRMO officials did not 
adequately monitor contractor performance to ensure strict adherence to demilitarization 
and training requirements. In addition, DRMO offic ials did not assign an appropriate 
number of DRMO personnel to ensure proper management and oversight of the 
demil itarization process. 

Perlormance Measures for Demilitarization Needed 
Although 3 of the 15 APLs used to measure contractor performance related to demil­
required items, none measured contractor compliance with demilitarization requirements. 
For example, one APL measured whether demi t-required property had an assigned 
location and was properly stored and labeled in that location. Another APL measured 
whether the property record (DAISY) matched the physica l demil inventory. DRMO 
officials stated that in addition to the APLs, CORs monitored contractor performance by 
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using weekly checklists. We reviewed 21 checkl ists completed in CY 2009, but none 
contained sufficient information to determine whether the contractor performed 
demilitarization in accordance with DRMS gu idance. For example, one DRMO official 
was responsible for the dai ly mon itoring and testing of demil itarization operations for the 
week of April 26, 2009, as well as verifying that proper demil codes were recorded on the 
DTIDs. The DRMO official combined the results of both tests and simply reported that 
the tests results were satisfactory. The DRMO official also did not provide sufficient 
information to determine whether the tests performed were adequate with respect to 
sample size or test methodology. Developing and implementing (I) an APL to ensure 
I 00-percent compliance with demilitarization requirements, and (2) quality assurance 
procedures to validate proper demil itarization, would increase assurance that items are 
properly demil itarized. 

Certifier Training Requirements Not Met 
Not all certifiers received the demilitarization training required by the contract. The 
DRMS Instruction states the DRMO chief is responsible for appointing all 
demilitarization certifiers and verifiers and ensuring they are techn ically qualified. To be 
technically qualified, individuals must complete demil training. However, of the 
12 certifier and verifier training records we reviewed, 3 certifiers had not met the contract 
training requirements, which consisted of an initial demilitarization course and annual 
refresher training. As of February 2010, two certifiers had not completed refresher 
training since May 2008 and one certifier had not completed refresher training since 
November 2008. Of those three personnel, two were personnel that we identified as 
responsible for inappropriately certifying demil itarization. 

Inadequate Number of CORs at Demilitarization 
DRMO officials did not assign adequate personnel to monitor contractor performance of 
demilitarization operations. During our review, a COR was responsible for overseeing 
demi litarization operations in the torch cutting area. Although we were unable to identify 
guidance for determining the proper number of CORs need~d to oversee demilitarization 
operations, physically witnessing or inspecting every demil-required item is an onerous, 
if not impossible, task for one COR. For example, the Camp Arifjan DRMO received 
approximately 1.8 mi ll ion 'items in CY 2009, each of which would requ ire some form of 
demi litarization if not reutilized . 

Conclusion 
Items requiring demi l include advanced mi litary technology or equipment which are 
national security resou rces the United States cannot afford to misplace. To ensure these 
vah.table resources are not lost or stolen, it is critical DRMO officials strengthen effective 
oversight of contractor operations and the demilitarization process. Without holding 
certifiers and verifiers accountable for strict compliance with DRMS guidance to account 
for, witness, or inspect all residue as soon as the demilitarization is complete, DoD Jacks 
reasonable assurance items are being properly demilitarized. 
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Management Actions to Improve Compliance 
We commend DRMO officials for taking immediate act ion to correct some deficiencies 
identified during the aud it. On February 18, 20 l 0, DRMO officials ensured the certifiers 
deficient in training completed their training requirements. In addition, on 
February 25, 20 I 0, the DRMO chief stated two additional DRMO officials were assigned 
to monitor contractor performance of demilitarization operations. The DRMO chief also 
developed procedures to test demil documentation and intends on inspecting five dem.il 
certificates weekly for the proper DTJD number, the quantity of items on the DTID, 
certification and verification, and the number of items demilitarized. 

On June 30,2010, the contracting officer terminated the contract for convenience. DLA 
Disposition Services officials awarded a new contract for conducting operations at Camp 
Arifjan on August 6, 2010; however, the award was also terminated for convenience on 
September20, 2010, due to a protest, and is being re-solicited as ofDecember 2010. As 
a result, our recommendations are directed towards improving future management and 
oversight of demilitarization operations at the Camp Arifjan DRMO. 

Recommendations, Management Comments, and Our 
Response 
C.l. We recommend the Director, Defense Logistics Agency Disposition Services, 
direct the chief, Defense Reutilization and Marketing Office at Camp Arifjan, and 
the contracting officer: 

a. Incorporate performance measures into the future contract to ensure the 
contractor is accurately performin.g, verify ing, and certifying demilitarization to 
include validating the quantities of items demilitarized. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that although government personnel currently perform 
all operations at the DLA Disposition Services Kuwait [Camp Arifjan DRMO], a 
performance measure to ensure the contractor is perfo rming demilitarization in 
accordance with DoD 41 60.21-M- 1, "Defense Demilitarization Manual/' 
February I 5, 1995, is incorporated into the so licitation for the fo llow-on contract. 
Furthermore, only DLA or DoD employees will be appointed as demit certifiers and 
verifiers. Appropriate procedures are in place to ensure demil certifiers and verifiers are 
properly trained in demit processes and ensure proper performance. These employees 
must complete the required training prior to deployment. 

Our Response 
DLA Disposition Services' comments are responsive. No additional comments are 
requjred for this recommendation. 
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b. Develop and implement detailed quality assurance procedures to ensure 
tbe certifier and verifier witness or inspect the residue, the correct quantity of items 
are verified and annotated, and the demilitarization certificate is properly signed. 
In add ition, continuously reevaluate the proper amount of oversight of 
demiJitarization personnel. If additional oversight is needed, assign more oversight 
personnel to demilitarization. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that Government personnel perform all functions at the 
DLA Disposition Services Kuwait [Camp Arifjan DRMO]. As previously stated [in 
response to Recommendation C.I.a], procedures are in place to ensure the certifiers and 
verifiers are properly trained in demil prior to deployment to ensure proper demil 
performance. 

Our Response 
DLA Disposition Services' comments are responsive. Based on our review, the standard 
operating procedures should provide additional assurance that equipment is properly 
demilitarized. No additional comments are required. 

c. Develop and implement procedures to periodically validate certifiers of 
demilitarized items have completed the applicable training requirements. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that procedures are in place to ensure appointed 
demilitarizatioll certifiers and verifiers are technically competent and their applicable 
training requirements are current. DLA Disposition Services will also ensure that each 
employee has met the applicable training requirements prior to their deployment. 

Our Response 
DLA Disposition Services' comments are responsive. No additional comments are 
required. 

d. Conduct periodic unannounced reviews to verify certifiers and verifiers 
are performing, witnessing, or inspecting residue of the demilitarization process; 
and verify the correct quantity of items are demilitarized. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the recommendation stating that DLA Disposition Services Kuwait [Camp Arifjan 
DRMO] modified their demilitarization procedures in February 2010 and formally 
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incorporated the new procedures into standard operating procedures. Those procedures 
require the verifier to annotate the demit location on the demilitarization certificate, 
verify the count, and initial the certificate prior to the items being demilitarized. Once 
demilitarization is completed, the verifier then refers to the demilitarization certificate 
previously annotated while conducting the inspection of the residue to ensure the 
certificate being signed is true and correct for the property that was demilitarized. 
Additionally, the facility chief is required to conduct periodic inspections of the 
procedures wh ile maintai ning a log ofthe inspections and initialing the demi litarization 
certificates checked, as appropriate. 

Our Response 
DLA Disposition Services' comments are responsive. Although DLA Disposition 
Services did not state whether periodic inspections would be unannounced, actions taken 
meet the intent of the recommendations. We commend DLA Disposition Services for 
taking prompt action to implement these procedures. No additional comments are 
required. 

C.2. We recommend the Director, Defense Logistics Agency Disposition Services, 
determine the accountability of verifiers and certifiers who inappropriately certified 
and/or verified that items were destroyed and initiate administrative action 
regarding these personneJ as deemed appropriate by the Djrector. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Serv ices agreed 
w ith the recommendation stating that personnel responsible for inappropriately verifying 
demilitarization were counseled, in writing and verbally, by their supervisor and senior 
management. The Director, DLA Disposition Services and Disposition Services 
Director-Central reviewed the issue and agreed that actions taken by the supervisors and 
management were sufficient and appropriate. In addition, implementation of the 
procedures identified in response to Recommendation C. I will mitigate the risk of future 
occurrences. 

Our Response 
DLA Disposition Serv ices' comments are responsive and no additional comments are 
required. 
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Finding D. Physical Security Requirements 
Not Fully Implemented 
(FOUO) DRMO and contractor officials did not provide adequate physical security at the 
Camp Arifjan DRMO. 

 
 

 As a result, DoD is at 
an increased risk for pilferage of Government property. 

PhYSical Security Plan 
DRMS Instruction 4160.14 Section I, Chapter 4, "Security and Force Protection," 
provides the physical security plan for DLA Disposition Services field activities and 
assigns responsibility to the DRMS field activity leader or DRMO chief to implement 
minimum security procedures. Among those security procedures is the responsibility for 
controlling visitors. The Instruction states that any visitor entering the DRMO yard 
unchallenged and uncontrolled constitutes a serious breach of security, which could 
increase pilferage and fraud. 
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 (Figures 11- 13). 

(FOUO) Figures 11-13. 
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Conclusion 
Throughout the audit we identified vulnerabilities that increased the risk for the theft of 
Government property, as discussed in Findings A and C of this report. These theft 
vulnerabilities are intensified by DRMO and contractor officials 

; these 
procedures are essential for safeguarding the millions of excess items processed for 
disposition at the DRMO. 
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Recommendation, Management Comments, and Our 
Response 
D. We recommend the Director, Defense Logistics Agency Disposition Services, 
require the chief, Defense Reutilization and Marketing Office, Camp Arifjan, to 
implement physical security procedures which include

 

DLA Disposition Services 1 Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the intent of the recommendation. 

(FOUO)  
 
 
 

 
 

 

 

Our Response 
(FOUO) DLA Disposition Services' comments are partially responsive. To provide 
additional assurance that thorough security inspections are occurring, we requested the 

 
 Based on our review, the standard operating 

procedures should ensure thorough security inspections of  
 

(FOUO) Although DLA Disposition Services agreed with the recommendation, the 
procedures  does not fully 
implement the recommendation or comply with DRMS Instruction 4160.14, which 
requires . We request that 
DLA Disposition Services reconsider their position on Recommendation D and provide 
additional comments to the final report. 
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Finding E. Preventing Transfer of Export­
Controlled Items and Technology 
DRMO officials did not ensure the contractor had adequate controls in place to prevent 
unauthorized access to export-controlled items and technology such as laser optics and 
weapon sights during the receiving, reutilization, and demil itarization process. This 
occurred because ( I) DLA Disposition Services officials did not direct the contracting 
officer to incorporate into the contract the applicable Defense Federal Acquisition 
Regulation Supplement clause, and (2) DLA Disposition Services and DRMO officials 
believed other controls, such as required background checks, superv ision by U.S. 
personnel , and physical security procedures, were in place and sufficient to prevent 
unauthorized personnel from obtaining access to export-controlled items and technology. 
DRMO officials also stated fore ign national access to export-contro lled items and 
technology is an acceptable practice in overseas operations. As a result, foreign natjonals 
were physically and visually inspecting sensitive items during the receiving and 
demilitarization process, and had physical access to contajners which stored sensitive 
items. Unless adequate cotltrols are implemented, DoD is at an increased risk that 
foreign national access to export-controlled items could result in disclosures of controlled 
technologies, which could have military or economic ramifications. 

Export Regulations, Guidance, and Targeted Technology 
Export regulations restrict tbe transfer, by any means, of certain items to unauthorized 
persons. The Department of State controls the transfer of defense-related items and 
technology through the International Traffic in Arms Re5ulations, and the Department of 
Commerce controls the transfer of dual-use commodities 0 through the Export 
Administration Regulations. 

Under the direction and control of the Under Secretary of Defense for Policy, the Defense 
Technology Security Administration develops and implements DoD technology security 
policies for export-controls consistent with national security objectives and Federal laws 
and regulations. ln addition, to ensure DoD Components are aware of Federal regulations, 
the Under Secretary of Defense for Policy issued DoD Instruction 2040.02, "International 
Transfers ofTechnology, Articles, and Services," July I 0, 2008. The guidance states ahy 
means of transferring export-controlled technology or technical data21 to fore ign persons, 
including visual inspection, requires an export-control license or authorization for 
disclosure. The Instruction also provides guidance to DoD Components stating all 

20 Dual-use commodities are those goods or technologies that have both commercial and military use. 
2 1 DoD Instruction 2040.02 defines technical data as infonnation of any kind that can be used , or adapted 
for use, in the design, production, manufacture, assembly, repair, overhaul, processing, engineering, 
development, operation, maintenance, adapting, testing, or reconstruction of goods or munitions. 
Technology is defined as the application of scientific and technical infonnation and know-how to design, 
produce, manufacture, use, adapt, reconstruct, or reverse-engineer goods. We use the tenns technical data 
and technology, interchangeably in the report. 
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solicitations and contracts which antic ipate the contractor will need access to export­
controlled items for contract performance should include a clause requ iring compliance 
with export-control regulations. Although not specific to contractor operations, DoD 
1nstruction 2040.02, states that DoD Components are required to implement and maintain 
internal controls within their facilities to prevent unauthorized access by foreign 
nationals. Such controls can include unique badging for foreign nationals, separate work 
areas for export-contro lled items, and providing export-control train ing. Depending on 
the type of technology, the International Traffic in Arms Regulations and the Export 
Administration Regulations may also require the contractor to develop a technology 
transfer or internal control plan to provide assurance that sufficient procedures and 
oversight are in place to protect the technology. These plans can include controls such 
as: 

• export-control training, 

• security erocedures for preventing access to controlled technology by 
unauthonzed personne l, and 

• procedures to ensure employees do not receive controlled technology until an 
export-control license or authorization is issued. 

To ensure contractor compliance with Federal regulations, DoD published Defense 
Federal Acquisition Regulation Supplement subpart 204.73, "Export-controlled Items," 
revised on April 8, 20 10.22 The regulation requires the Defense Federal Acquisition 
Regulation Supplement clause 252.204-7008, "Export-Controlled Items (April 201 0)," be 
used in all solicitations and contracts. 

We reviewed the Defense Security Service report, "Targeting U.S. Technologies: A 
Trend Analysis of Reporting from Defense Industry," from 2008, to identify the most 
frequently targeted U.S. technologies in Southwest Asia. The report identifies the most 
common collection methods utilized, entities attempting the collection of the targeted 
technologies, and the regions where these collection efforts originated. Where feasible, 
we focused our audit fie ldwork on reviewing whether adequate controls were in place to 
ensure the proper disposition and protection of items for two of the ten most targeted 
technologies in Southwest Asia, (1) sensors, and (2) lasers and optics. 

Controls Needed to Prevent Unauthorized Access 
DRMO officials did not ensure the contractor had adequate controls in place to prevent 
unauthorized access to export-controlled items and techno logy. Specifically, foreign 
nationals were physically and visual ly inspecting sensitive items during the receiving and 
demi litarization process and had physical access to containers which stored sensitive 
items in the reutilization yard. 

22 Defense f e.deral Acquisition Regulation Supplement subpart 204.73, "Export-controlled Items," revised 
April 8, 20 l 0, implements Section 890(a) of Lhe National Defense Authorization Act for Fiscal Year 2008 
(Public Law U0-181). 
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Initial Inspection 
~~H.98' During the initial inspection process at receiving, fore ign nationals had access to 
potential export-control led items and technology, such as laser optics and weapon sights. 
The purpose of the initial inspection is to verify the condition and quantity of items 
received. For example, we observed foreign nationals handling and inspecting sensitive 
items, such as body armor components (Figure 14 ). 

6J8l9'8' Some of the body armor components were damaged, exposing the inner 
materials. Knowledge of the inner material s could be used to re-manufacture or assemble 
body armor components. Based on our review of the U.S. Munitions List (inc luded in the 
International Traffic in Arms 
Regulations), the physical and visual ... we observed foreign nationals 
inspection of body armor components23 . handling and inspecting sensitive 
by foreign nationals cou ld be deemed an ttems, such as body armor components. 

export in accordance with DoD Instruction 2040.02. The Instruction states any means of 
transferring export-controlled technology or data to foreign persons, to include visual 
inspection, requires an export-contro l license or other authorization for disclosure. 

Reutilization Yard 
@F8U8) Once contractor officials inspect and account for the items received, serv iceable 
items are stored in the reutilization yard and made available for potential reuse. Foreign 
nationals also had access to potentially export-controlled items and technology in the 
reutilization yard, wh ich includes containers for storing sensitive items. According to 
DLA Disposition Services officials, foreign nationals are not permitted to have 
unescorted access to sensitive-item storage containers. However, we observed fore ign 
nationals obtain the keys to open, enter, and handle items in sensitive storage containers 
that stored items such as infrared illuminators, night vision gog~Jes, and communication 
equ ipment, without U.S. Government or contractor supervision. 4 Regardless of whether 
the foreign nationals had a supervisory escort, based on our review ofthe U.S. Munitions 

~3 Body annor components are included in Category X of the U.S. Munitions List. 
24 Jnfrared il luminators and night vision goggles are included in Category Xll, and communications 
equipment is included in Category XI oftbe U.S. Munitions List. 
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List, the physical and visual inspection of these sensitive items by foreign nationals could 
be deemed an export?5 

Demilitarization 
(f81!98) Export-controlled items tha~ will not be reutilized must be demi litarized so the 
items cannot be used for their originally intended purpose. While reviewing the 
demilitarization process, we observed foreign nationals sorting through ammunition 
casings to find live rounds while operating the ammunition shell casing deformer. Pdor 
to deforming the ammunition casings, the foreign nationals visually inspected and 
physically separated casings to ensure no live rounds entered the machine (F igure 15). A 

We also observed that U.S. 
contractor officials were not 

supervising foreign nationals at 
the deformer to preclude the 

theft of live rounds. 

contractor official stated when an employee finds a 
live round, they should turn them into a 
Government official who then deposits the rounds 
into an amnesty box. A lthough we did not visually 
observe a foreign national discover a li ve round, we 
did observe at the defonner live rounds that 

contractor employees had previously identified and segregated. We also observed that 
U.S. contractor officials were not superv ising foreign nationals at the deformer to 
preclude the theft of live wunds (F igure 16). 

Figure 15. Foreign Nationals 
Operating Deforming Equipment 

Figure 16. Closest U.S. Coo tractor 
to the Foreign Nationals Operating 

the Deforming uipment 

Based on our review ofthe U.S. Munitions List, ammunition and shell casings are 
classified as category 111 export-controlled items. As such, we believe the handl ing and 
visual inspection of these items by foreign nationals could be deemed an export. 

(fQJlQ) The International Trade in Arms Regulations also states instruction manuals fo r 
items listed on the V.S. Munitions List are considered technical data and should be 
controlled; however, a DRMO official stated foreign nationals are not prohibited from 
viewing manuals, which are received with some demil-required items. We observed 

25 We did not verify with Department of State officials as to whether each item we observed in the storage 
containers was export-controlled. 
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foreign nationals with access to aviation components26 and a cotTespond ing manual, 
which according to a DRMO official was obsolete and required demilitarization 
(Figure 17). 

Figure 17. Manual Received With 
Demilitarization uired Items 

Foreign national access to potentially export-controlled items and technology during the 
receiving, reutilization, and demi litarization process, could result in disclosures of 
controlled technologies which could have military or economic ramifications. 

Export Clause Not Incorporated into the Contract 
DLA Disposition Services officials did not direct the contracting officer to incorporate 
Defense Federal Acquisition Regulation Supplement clause, 252.204-7008, "Export­
Controlled Items," into the contract. The clause states the contractor is required to 
comply with all applicable export-control laws and regu lations. DoD's responsibil ity is 
reiterated in Defense Federal Acquisition Regulation Supplement section 204.73, which 
states DoD Components should include the export-control clause in all solicitations and 
contracts. The applicable sections of the clause state: 

(b) The Contractor shall comply with all applicable laws and 
regulations regarding export-controlled items, including, but not limited 
to, the requirement for Contractors to register with 'the Department of 
State in accordance with the lTAR. The Contractor shall consult with 
the Department of State regarding any questions relating to compliance 
with the !TAR and shall consult with the Department of Commerce 
regarding any questions relating to compliance with the EAR. 

{c) The Contractor's responsibility to comply with all applicable laws 
and regulations regarding export-controlled items exists independent 
of, and is not established or limited by, the in foiTnation provided by this 
clause. 

(d) Nothing in the terms of this contract adds to, changes, supersedes, 
or waives any of the requirements of applicable Federal laws, 
Executive orders, and regulations ... 

26 Aviation items are included in Category VTil of the U.S. Munitions List. 
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(e) The Contractor shall include the substance of this clause, including 
this paragraph (e), in all subcontracts. 

Although the contractor is ultimately responsible for ensuring compliance with Federal 
export regulations~ it is in the interest of both the Government and contractor to have a 
common understanding of the use and handling of export-controlled items and 
technology expected to be involved in contract performance. Therefore, the clause 
should be incorporated in any DRMO contract to inform the contractor of the legal 
obligations to safeguard expmt-controlled items and prevent disclosures of controlled 
technologies. 

Officials Consider Other Controls to be Sufficient 
@?iUi) DLA Disposition Services officials disagreed with our conclusion that potential 
violations ofFederal export regulations may have occurred. DLA Disposition Services 
officials stated that mitigating controls, such as background checks, physical security 
procedures, and oversight of foreign nationals by U.S. persons are sufficient to prevent 
unauthorized personnel from obtaining access to export-controlled technology. DRMO 
officials also stated that fore ign national access to export-contro lled items and technology 
is a common practice in overseas operations. DLA Disposition Services officials stated 
that in the majority of situations we cited, foreign nationals could garner no information 
relating to the technology of the export-controlled items other than what is already 
publica lly avai lable mereJy by viewing or han.dling it while under supervision of a U.S. 
person. In addition, DLA Disposition Services officia ls stated foreign nationals are not 
permitted to have unescorted access to sensitive item storage containers, and foreign 
nationals are searched by U.S. Army base security officials before exiting the installation 
(see Finding D). 

DLA Disposition Services officials stated that the viewing and handling of an 
export-controlled item could be deemed an export only in situations when intonnation on 
the construction, content, or technology of the export-controlled item can be obtained. 
DLA Disposition Services officials reiterated the defin ition of technical data, 
" information which is required for the design, development, production, manufacture, 
assembly, operation, repair, testing, maintenance or modification of defense atticles .. . " 
and stated that the foreign national access to the majority of items we cited did not meet 
the definition of technical data. For example, DLA Disposition Services officials stated 
the viewing or handling of body armor or shell casings by a fore ign national with U.S. 
citizen oversight would not result in a release of information required for the design, 
development, production, manufacture, assembly, operations, repair, testing maintenance, 
or modification ofthese items. 

ef8~8) We disagree with the DLA Disposition Services official 's position on what may 
constitute a deemed export. As stated previously, we believe foreign nationals can gamer 
information on the operation, assembly, and maintenance of export-controlled items by 
viewing and handling items such as weapon sites and body annor. Further, the controls 
that DLA Disposition Services cite as being sufficient to mitigate unauthorized access are 
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not in place or operating as intended. For example, the physical security controls DLA 
Disposition Services officials cited as being in place at the reutilization area- non-U.S. 
persons not being allowed to enter the area unescorted- were not in place. Specifically, 
we observed unsupervised fore ign nationals obtain the keys to open, enter, and handle 
items in the sensitive storage containers which store items such as infrared illuminators, 
night vision goggles, and communication equipment. We also observed unsupervised 
foreign nationals at the deformer with access to Jive ammunition. Lastly, we met with 
U.S. Army base security officials who stated they only conduct random searches of 
foreign nationals exiting the base. 

Conclusion 
DRMO officials may have allowed foreign nationals to access export-controlled items 
and technology, which could resu lt in the unauthorized disclosure of that technology. 
Therefore, it is critical that DLA Disposition Services and DRMO, in coordination with 
the Defense Technology Security Administration, develop a control plan which includes 
procedures to prevent unauthorized access to controlled items and technology; requires 
export-control training; and requires periodic assessments of contractor operations to 
ensure the control plan is properly implemented. 

Although we focused our review of contractor operations at the Camp Arifjan DRMO, 
DLA Disposition Services should review .all contracts and solicitations to determine if 
appropriate export-control clauses have been considered when DLA Disposition Services 
anticipates that the contractor will need access to export-controlled items and technology. 

Management Comments on the Finding and Our 
Response 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments on the finding from DLA Disposition Services. Although DLA 
Disposition Services agreed with the intent of the recommendations, they disagreed with 
the finding' s conclusions and assumptions with regard to expott-controllaws, 
regulations, and guidance. The full text of management comments and our response can 
be found in Appendix F on page 60. 

Recommendations, Management Comments, and Our 
Response 
E. We recommend the Director, Defense Logistics Ageocy Disposition Services: 

1. Di rect t he contracting officer to incorporate Defense Federal Acquisition 
Regulation Supplement, clause 252.204-7008, into any follow on Camp Arifjao 
DRMO contract. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
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with the recommendation stating that the Defense Federal Acquisition Regulation 
Supplement, clause 252.204-7008, has been incorporated into its solicitations for Kuwait 
and Iraq follow-on contracts. 

Our Response 
DLA Disposition Services' comments are responsive. No additional comments are 
required. 

2. Direct the chief, Defense Reutilization and Marketing Office at Camp 
Arifjan, in coordination with the Defense Technology Security Administration, 
develop and implement a control plan which includes procedures to prevent 
unauthorized access to controlled items and technology; a requirement for export­
control training for those officials responsible for ensuring compliance with Federal 
export regulations; and a requirement to conduct periodic assessments of contractor 
operations to validate compliance with the Federal export regulations. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments fl·om DLA Disposition Services. DLA Disposition Services 
partially agreed with the recommendation as it relates to increasing oversight, training, 
and security as well as performing periodic assessments of compliance with Federal 
export-control requirements. 

Our Response 
Although DLA Disposition Services partially agreed with the recommendation, 
management did not state whether a control plan would be developed, implemented, and 
coordinated with the Defense Technology Security Administration to incl ude procedures 
for preventing unauthorized access to export-controlled items and technology and a 
requirement for conducting export-control training and periodic assessments. Therefore, 
we request additional comments in response to the final report identifying specific actions 
to prevent the transfer of export-controlled items and techno logy. 
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Finding F. Contractor Had Minimal Incentive 
to Challenge the Condition and Price of 
Items 
(FOUO) DLA Disposition Services officials provided the contractor with minimal 
incentive to challenge or change questionable supply condition codes assigned by the 
generating activity or challenge the unit price of undervalued items. The contractor also 
had minimal incentive to turn away generating activities from improperly turning in 
serviceable items. This occurred because of deficiencies in the DLA Disposition 
Services acquisition strategy and contract terms and conditions, which allowed the 
contractor to retain all proceeds from the sale of scrap and useable property.27 
Specifically, the acquisition strategy entitled the contractor to retain 100 percent of the 
proceeds28 from the sale of scrap or usable property and did not consider a profit sharing 
arrangement over the estimated cost offset to the contract price. Furthermore, the 
contract terms and conditions did not require the contractor to provide the dollar value of 
sales, which could have been used to negotiate a lower cost to the Government when 
exercising option periods. As a result, the Government did not equitably benefit from an 
estimated  in CY 2009 contractor sales of scrap and useable items from 
DRMO operations in Iraq, Afghanistan, and Kuwait. Of that amount, approximately 

 was revenue from the sale of scrap and usable property at the Camp Arifjan 
DRMO. 

DLA Disposition Services officials took action to address some of the acquisition and 
contracting deficiencies identified during the audit. DLA Disposition Services officials 
stated they intended to take into account increased scrap sales related to the contractor's 
request for an equitable adjustment and requested the contractor provide actual sales data 
as part of its determination. On June 30, 2010, the contracting officer terminated the 
contract for convenience effective July 1, 2010. DLA Disposition Services also awarded 
multiple 2-year scrap removal contracts in July 2010, which require the contractors to pay 
the Government for the removal of scrap. See Management Actions on page 46 for a list 
of actions taken. 

Cost Offset 
In response to the solicitation, the offerors were required to propose an offset amount to 
the contract based on anticipated proceeds from the sale of scrap and useable property, 
which would reduce the cost incurred in performing the contract. The objectives of this 
strategy were to (1) help offset the cost of the contract with anticipated proceeds from 
scrap sales and useable property and (2) ensure a steady removal of property so that yard 

27 Useable property is property sold for its originally intended purpose. Scrap is property sold for the value 
of its materiel. 
28 Any proceeds would exclude customs duties and fees. 
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capacity would not be exceeded. DLA Disposition Services officials stated that they 
believed the estimated offset would help achieve the best value to the Government. 

To assist the offerors in developing their offset estimates, DLA Disposition Services 
issued two amendments to the solicitation. Amendment 7 provided a list of existing sales 
contracts to include the quantity and price of the commodity, and Amendment 9 governed 
how the proposals were to be priced and submitted. Amendment 9 Technical Exhibit-5, 
"Sales," paragraph g and j state respectively, 

Proceeds. The Contractor is entitled to all sales proceeds collected 
excluding customs duties and fees. The Government anticipates such 
sales will offset some of the costs incurred in performing this contract. 
Offerors must outline in their proposals how they will conduct and 
enhance the sale of scrap and other property to achieve the highest 
revenue and show how its overall offer for this contract was reduced 
based on these anticipated sales. 

Sales Reports. Quarterly the Contract[or] will provide a spreadsheet 
showing the name, address and contact information of their resale 
buyers, commodity purchased and quantity. 

(FOUO) In response to the solicitation, Taos included in their proposal an estimated 
offset of , to include the base and four option periods as shown in Table 3, 
which they developed based on various cost models and other variables such as the 
volatility of the international scrap market. 

(FOUO) Table 3. Contractor Estimated Offset 

Period I 
I Base Year 

Offset Amount I 
I

I Option Year 1 

I Option Year 2 

1

I 
 

I Option Year 3 

I Option Year 4 

I Total Offset 

I
I
I

 

Note: The offsets applJed to anticIpated sales for all SIX 

DRMO locations in Southwest and Central Asia. 

(FOUO) 
 
 

 

29 DRMS officials stated that since contract inception, the amount of scrap was considerably above what 
was anticipated prior to contract award. 
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On November 29, 2007, the contracting officer awarded the contractor an estimated 
$45.2 million three-tier contract: firm-fixed price, time and material, and cost 
reimb~rsement fixed-fee. The first task order under the base period went from 
March 3, 2008, through June 30, 2009. The task order for the first option period went 
from July I , 2009, through June 30, 20 10. 

Minimal Incentive to Comply with Guidance 
By allowing the contractor to retain 100 percent of the proceeds from the sale of scrap 
and usable property, DLA Disposition Services officials provided the contractor with 
minimal incentive to challenge or change questionable supply condition codes in 
accordance with DRMS guidance, or challenge the unit price of underval ued items in 
accordance with DoD guidance. For example, the contractor may not challenge a 
serviceable item improperly coded as unserviceable because the contractor can 
downgrade some items to scrap upon receipt or demilitarize the item and sel l as scrap 
without processing the item through the 42-day reutilization period. In addition , the 
contractor also had minimal incentive to tum away generating activities from improperly 
turning in serviceable items. Challenging or changing questionable condition codes and 
unit pricing of undervalued items could increase the opportunity for these items to be 
reutilized, ultimately savjng the Government money from not having to repurchase the 
same item. 

Condition Codes Not Challenged or Changed 
DRMS Instruction 4160. 14 states the generating activity's assigned supply condition 
code should be reviewed during inspection. lfthe supply condition code appears 
suspicious, the inspecting official should challenge the condition code with the generating 
activity. However, we observed contractor officials accepting items with unserviceable 
condition codes, which appeared to be serviceable. For example, on January 29, 2010, 
we observed a generating activity turning in potentially serviceable medical equipment at 
the DRMO marked condition code H (unserviceab le). While we agree it may not be 
feasibJe for the contractor to assess whether medical equipment is serviceable due to its 
technical nature, officials should have, at minimum, challenged the condition code with 
the generating activity. Subsequent to our inquiry, contractor officials stated they would 
contact the local medical command to inspect the items and determine their 
serviceabil ity. 

Contractor officials not chal lenging or changing a questionable supply condition code 
during inspection could also impact the reutilization of an item. For example, a 
generating activity turned in a potentially serviceable crane vehicle valued at $2,100, as 
scrap. Although contractor offic.ials later changed the disposal condition code and made 
the crane vehicle available for reutilization, the assigned Federal condition code was 
"HX" or unserviceable sa lvage.30 Therefore, unless a potential user physically observed 

30 The disposal cond ition code is used to designate the condition of an Item assigned by DRMO officials 
after inspection ofthe item. The Federal condition code is a two-digit combination code comprised of a 
supply condition code and disposal condition code. 
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the crane vehicle at the DRMO, the individual would not know the vehic le could be 
serv iceable or repairable (Figures 18 and 19). The crane was never reuti lized during the 
reuti lization period. Subsequently, the contractor sold the crane vehicle and received 
$40,000 in proceeds. 

Figure 18. Crane Veh icle F igure 19. Additional Crane Parts 

Unit Prices Not Challenged 
The contractor also had minimal incentive to challenge inaccurate unit prices. During our 
review, serviceable items were available for reuti lization with inaccurate unit prices, 
which could adversely affect their reutil ization rate. While there is no DRMS guidance 
to challenge or change the unit prices of an item with the generating activity, 
DoD 4160.21-M, Chapter 3, ''Receipt, Handling and Accounting," states discrepancies in 
item price data disclosed before acceptance should be. resolved and corrected during the 
receipt process. However, several items were processed through receiving with 
inaccurate unit prices and were in the reutilization yard as shown in Table 4. 

Table 4. Unit Prices in DAISY Compared to Approximate Acqu isition Cost 

I ~
Unit -

Items Approx. Acquisition Cost 
ce 

r-1 - S- b-re_d_d-er--1 $50.00 -~ $13,000.00 

j Sola r Panel .I $50.00 1 --~--=--=--=--=·-$2_5_0._0_0 ____ , 

I Water Heater I $70.00 I $700.00 
--------------~--------~ 

Although the contractor made these items avai lable for reutilization, the low unit prices 
assigned to these items by the generating activity could impact the like lihood of the items 
being reutilized. For example, without physical observation, an Army official with a 
requirement for a high-capacity shredder wou ld have no way of knowing a shredder with 
a unit price of$50 in DAISY is actually a high-capacity shredder with an acquisition cost 
of approximately $13,000. After a 42-day reutilization period, these items could be 
downgraded to scrap and sold by the contractor or destroyed and sold as scrap without 
monetary benefit to the U.S. Government. Had the contractor questioned the unit price of 
these items with the generating activity, there may have been an increased opportunity for 
these items to be reutilized, ultimately saving the Government additional resources from 
not having to later repurchase the same item. 
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Improper Turn·in of Serviceable Items 
The contractor also had minimal incentive to tum away units from improperly turning in 
serviceable items, According to Headquarters, Department of the Army guidance, 
"Classification and Turn-in of Hems to DRMS,'' October 16, 2009, units are required to 
turn-in serviceable mil itary specification items to a supply support activity or central 
issuing facility, not a DRMS facility (now known as a DLA Disposition Services 
faci lity), The guidance further states all organizational clothing and individual equipment 
should be turned into the central issuing facil ity for classification and disposition, 
However, we obtained DRMO receipt records from October to December 2009 and 
found that Army units located in Kuwait turned in a total of727 serviceable (condition 
code A and B) items with a total acquisition value of$ I 9,900,213, These items included 
705 vehicle fragmentary up armor kits (Frag Kits), valued at $19,860,363; 12 antennas, 
valued at $39,629; and 10 adaptor assemblies, valued at $221. Of the serviceable items 
improperly turned in by the local Army units, 560 Frag Kits were eventually recovered 
from the DRMO through the Responsible Reset Task Force (R2TF) Disposal Asset 
Recovery Program31 and all 12 antennas were recovered by individuals through the 
DRMO reutilization screening process, The remaining 145 Frag Kits and all 10 adapter 
assembl ies were demilitarized and downgraded to scrap after the 42-day reuti lization 
screening period, 

Even though DRMO and contractor officials agreed that the contractor should not accept 
serviceable military specification items from units or organizations other than from a 
supply support activity, a DRMO official stated that they cannot enforce or reinforce 
Army supply discipline, DRMO and contracting offic ials further stated not all supply 
support activities and central issuing facilities will take all items being turned in. 
Therefore, turning a unit away from turning in serviceable equipment and materiel may 
have serious ramifications preventing the unit fi'om clearing their property books and 
being allowed to redeploy, However, DLA Disposition Services officials agreed to 
coordinate with local DoD activities to determine better ways to enforce those 
procedures, 

Acquisition and Contract Management Weaknesses 
The DLA Disposition Services acquisition strategy and contract terms and conditions 
were not developed to allow for the best value to the Government, Instead, the contractor 
was allowed to retain all proceeds from the sale of scrap and useable property, 
Specifically, the acquisition strategy entitled the 
contractor to retain I 00 percent of the proceeds 
from the sale of scrap or usable property and did 
not consider profit sharing over the estimated 

.. , the contractor was allowed to 
retain all proceeds from the sale 
of scrap and useable property, 

offset included in the contractor's proposaL Furthel.', the contract terms and conditions 

31 The Army Materiel Command established the R2TF to work with U.S. Anny Central and Army Materiel 
Command components to redistribute excess equipment to locations where the equipment can be properly 
assessed, repaired, and reissued. 
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did not require the contractor to provide the do llar value of scrap sales necessary to 
monitor the contractor's proceeds from the sale of scrap or useable property, which could 
have been used to negotiate a lower cost to the Government when exerc is ing option 
periods. 

Acquisition Strategy Should Consider Profit Sharing 
Although DLA Disposition Services officials requested that the offerers develop an initial 
offset to lower the overall cost ofthe contract, they did not determine how the 
Govemment would receive further consideration for amounts over the estimated offset in 
their acquisition strategy. For 
example, once the contractor reached DLA Disposition Services officials 
the estimated proceeds used to offset reported they did not believe they had the 
the original cost of the contract, DLA experience or resources to effectively 
Disposition Services officials could monitor a sha~ed proJ!t arrangement in a 
have incorporated a profit-sharing ratio forergn envtronment. 
in the acqu isition strategy. We questioned DLA Disposition Services officials on why 
the acquisition strategy did not cons ider a profit-sharing arrangement, similar to the 
profit-sharing arrangement with their scrap contractor in the United States, in which DLA 
Disposition Services receives 80 percent of the resale proceeds. DLA Disposition 
Services officials reported they did not believe they had the experience or resources to 
effectively monitor a shared profit arrangement in a foreign environment. DLA 
Disposition Services officials also stated that prior to award of this contract, they had 
experienced difficulty arranging agreeable processes for selling property and negotiating 
a customs process satisfactory to both parties. By allowing the contractor to be 
completely responsible for the disposition of items, DLA Disposition Services officials 
stated they could also avoid any costs which may be associated with preparing the items 
for sale. 

Reporting of Proceeds not Required by the Contract 
Since DLADisposition Services officials believed the Government had already received 
sufficient consideration for the anticipated sales proceeds through the offset, DLA 
Disposition Services did not require the contractor to provide sales dollar values in their 
quarterly sales reports. Instead, DLA 
Disposition Services officials only 
required the contractor to include in 
thei r reports the commodity and 
quantity of property sold and the 
names of the firms who purchased the 
items. Therefore, DLA Disposition 

.. . DLA Disposition Services officials could 
not monitor contractor sales against the 

estimated offset, which could have been used 
to negotiate a lower cost to the Government 

when exercising the contract options. 

Services officials cou ld not monitor contractor sales against the estimated offset, which 
could have been used to negotiate a lower cost to the Government when exercising the 
contract options. 
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Contractor Retains Sales Proceeds 
(FOUO) Because DLA Disposition Services officials were unable to provide the 
contractor's sales proceeds for CY 2009, we requested and obtained the data directly 
from the contractor. In CY 2009, the contractor received approximately in 
revenue from the sale of scrap and useable property associated with DRMO operations in 
Iraq, Afghanistan, and Kuwait, of which the Government did not equitably benefit. Of 
that amount, approximately  was revenue from the sale of scrap and usable 
property at the Camp Arifjan DRMO. 

The DRMO mission worldwide is to save the U.S. taxpayer money by providing 
opportunities to its customers to reutilize property. However, the DLA Disposition 
Services acquisition strategy and terms and conditions of the contract did not provide the 
best value to the Government. DLA Disposition Services officials did not consider the 
possibility of significant proceeds as well as the potential impact of encouraging the 
contractor to achieve its highest revenue from the sale of scrap and useable property. 
Had DLA Disposition Services officials taken these factors into consideration, DLA 
Disposition Services may have evaluated other strategies such as developing a 
profit-sharing ratio for any proceeds over the annual estimated offset or requiring sales 
dollar amounts to be included in quarterly sales reports, and used those reports to monitor 
and negotiate a lower cost to the Government prior to exercising the first option period. 

Management to Request Contractor Sales Data 
As a result of our audit, DLA Disposition Services officials stated they intended to take 
into account increased scrap sales related to the contractor's request for an equitable 
adjustment. On September 1, 2009, the contractor filed a request for equitable 
adjustment, based on a significant increase in workload. DLA Disposition Services 
officials stated that while the contractor processed additional materiel, the additional 
materiel also increased the amount of potential sales proceeds the contractor could have 
received. Subsequently, DLA Disposition Services officials stated that they would 
request the contractor to provide actual sales data to be used as part of its determination 
on whether the contractor was entitled to additional payment. 

Subsequent to contract termination for convenience effective on July 1, 2010, DLA 
Disposition Services officials stated that multiple 2-year contracts for scrap removal were 
awarded and began in July 2010. Unlike the Taos contract, where the contractor retained 
100 percent of the proceeds, the contractor will pay the Government for the removal of 
scrap. As a result of the new contracts in place for scrap sales, we did not include 
recommendations to correct the acquisition and contract management weaknesses 
discussed in this report. Instead, our recommendations are directed toward the new 
DRMO operations contract. 
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Recommendations, Management Comments, and Our 
Response 
F.l. We recommend tbe Director, Defense Logistics Agency Disposition Services, 
require tbe chief, Defense Reutilization and Marketing Office at Camp Arifjan, and 
contracting officer, as appropriate, implement procedures at the DRMO and in 
future contracts to verify tbat the receiving officia ls are challenging and changing 
questionable condition codes and challenging inaccurate unit pr ices with the 
generating activity. 

DLA Disposition Services ' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the intent of the recommendation. DoD 41 60.21 -M provides that personnel may 
change and assign the appropriate supply condition code for non-technical items and 
when appropdate, will re-assign the supply condition code and acquisi6on costs for 
suspect property. ft is not feasib le, however, for Dispositjon Services employees to have 
the technical expertise and testing capability to adequately assess the serviceabil ity of 
technical property, or to easily challenge the acquisition value of all items received at this 
site. However, DRMO officials wil l re-assign supply condition codes and acquisition 
costs for suspect property, when appropriate. If the generating activity point of contact is 
not available to challenge the condition code initially assigned to the property, the 
Defense Reutilization and Marketing Office will continue to coord inate with local DoD 
resources to maximize the reuti lization of property. On site Government personnel wi ll 
also continue to challenge questionable condition codes and acquisition values as they are 
discovered. 

Our Response 
DLA Dispositjon Servicesl comments are responsive. No additional comments are 
required. 

F.2. We recommend the Director, Defense Logistics Agency Disposition Services, in 
coordination with U.S. Army Central, implement procedures that reinforce the 
Headquarters, Department of the Army guidance, titled "Classification and Turn-in 
of Items to DRMS," October 16,2009. 

DLA Disposition Services' Comments 
The DLA Executive Director for Materiel Policy, Process, and Assessment endorsed and 
forwarded comments from DLA Disposition Services. DLA Disposition Services agreed 
with the intent of the recommendation stating that DLA Disposition Services personnel 
will continue to train customers in lraq and Kuwait on proper turn-in procedures. For 
example, Expeditionary DisposaJ Remediation Teams are utilized to assist Army 
personnel at forward operating bases, where some property is shipped directly to Camp 
Arifjan, Kuwait. These teams educate units on property turn-in requirements to reduce 
the number of improper equipment turn-ins for disposal. 
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Our Response 
DLA Disposition Services' comments are responsive. The intent of the recommendation 
was to ensure increased coord ination between DLA Disposition Services and U.S. Army 
Central to reinforce impJementation ofthe Department of Army guidance. We contacted 
DLA Disposition Services officials to request additional assurance that DLA Disposition 
Services continues to coord inate with U.S. Army Central. DLA Disposition Services 
responded that DLA officials are in frequent contact with the Army regarding proper 
turn-in of usable property to Camp Arifjan. In addition, proper turn in procedures was a 
topic of discussion at the most recent DLA/Army Day at Fort Belvoir, Virginia. No 
additional comments are requ ired. 
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Appendix A. Scope and Methodology 
We conducted this performance audit from October 2009 through October 201 0, in 
accordance with generally accepted government auditing standards. Those standards 
requ ire that we plan and perform the audit to o btain sufficient, appropriate ev idence to 
provide a reasonable basis for our findings and conclusions based on our aud it objectives. 
We believe the ev idence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 

To accomplish our objective, we coordinated with or interviewed officials from: 

• Atm y Deputy Chief of Staff for Logistics (G-4) 
• U.S. Central Command 
• U.S. Army Central 
• 1st Theater Sustainment Command 
• 593rd Sustainment Brigade 
• U.S. Army Area Support Group-Kuwait 
• U.S. Army Materiel Command 
• U.S. Army Sustainment Command 
• 402nd Army Field Support Brigade 
• Responsible Reset Task Force (R2TF) 
• U.S. Army TACOM Life Cycle Management Command 
• Communications-Electronics Command 
• U.S. Army Program Executive Office Soldier 
• Defense Logistics Agency 
• DLA Logistics Information Service 
• DLA Disposition Services 
• Camp Arifjan DRMO 
• Taos Industries, Inc./Agil ity 

We obtained and reviewed relevant sections of the Federal Acquisitjon Regulation; the 
U.S. Code of Federal Regulations; the International Trade jn Arms Regu lations; Export 
Administration Regulations; Defense Federal Acquis ition Regulation SuppJement; 
specific DoD and DRMS instructions, manuals, and handbooks; and specific Department 
of the Army Regulations and Messages. 

Using judgment samples, we observed, analyzed, and tested CY 2009 and CY 201 0 
receiving, inspection, reutilization, demilitarization , and scrap removal procedures at the 
Camp Arifjan DRMO. As a result of concerns identified from out judgment sampling, 
we conducted a census review of aiJ demi l code F infrared equ ipment, infrared 
illuminators, and borelight systems turned into the DRMO between Jul y 2009 and 
March 2010 (see Finding B). Upon our initial findings, we coordinated multiple 
briefings with DLA Disposition Services and Camp Arifjan DRMO officials to address 
concerns observed throughout the audit, provided recommendations, and veri fied actions 
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taken, where appropriate. We also coordinated with the Defense Criminal Investigative 
Service, Army Criminal Investigations Division, and l st Theater Sustainment Command 
15-6 investigation officials, who were conducting concurrent investigations that directly 
or indirectly related to the Camp Arifjan DRMO. 

We conducted a review of the DLA Disposition Services acquisition strategy, contract 
management, and contract award to Taos Industries, Inc. , as it applied to the audit 
objective. We focused our review on contractor performance of the fixed price portion of 
the contract at Camp Arifjan, during CY 2009. We also obtained and reviewed CY 2009 
sales documentation and invoices from the contractor. 

Use of Computer-Processed Data 
To perform this audit, we obtained DAISY and the Management Information Distribution 
and Access System computer-processed data from DLA Disposition Services and DRMO 
officials. We obtained systems information from the DLA Logistics Information Service, 
DLA Disposition Services, and DRMO officials to assist in identifying the potential for 
errors in accuracy and completeness of the computer processed data used for this audit. 
Since neither the Management Information Distribution and Access System or WebDoos 
were considered by the DLA to be definable units, we did not perform further work on 
these systems. We evaluated a selection of DAISY general and application controls used 
to maintain accountability for the disposition of equipment at the Camp Arifjan DRMO. 
We observed system controls in place for data entry and processing and determined the 
majority of the controls we reviewed were working as intended. As a result, we believe 
the computer-processed data we used to support the findings and conclusions presented in 
this report can be rel ied upon. 

We also used computer-processed data to reconcile whether the contractor quarterly sales 
data for the Camp Arifjan DRMO reconciled to contractor monthly invoices. 
Specifically, we obtained and reviewed monthly and quarterly reports and monthly 
invoices from January I, 2009, through December 31 , 2009, provided by contractor 
officials and calculated the differences. We also conducted testing to determine whether 
December 2009 weight ticket totals reconciled to the totals repo1ied on the contractor 
monthly invoices to DLA Disposition Services. We did not conduct analysis on the 
reJiabjlity of the CY 2009 sales data provided by the contractor. 
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Appendix B. Prior Audit Coverage 
During the last 5 years, the GAO and DoD IG have issued 11 reports on the proper 
disposition of excess equipment or the drawdown of U.S. forces and equipment from 
Iraq. Unrestricted GAO reports can be accessed over the Internet at http://www.gao.gov. 
Unrestricted DoD lG reports can be accessed at http://www.dodig.mil/audit/reports. 

In addition to the GAO and DoD fG audit reports listed below, in January 2010, the 
151 Theater Sustainment Command initiated an investigation on materiel processing and 
disposition procedures in Iraq and Kuwait. The investigation found the Theater 
Retrograde employees were sending new, unused, and serviceable materiel to the Camp 
Arifjan DRMO for reutil ization, destruction, or sale without direct monetary benefit to 
the Government. After we completed audit fieldwork in Kuwait, we briefed senior Army 
Materiel Command, U.S. Army Central, and 1st Theater Sustainment Command officials 
on the issues identified, some ofwhjch they included in their investigation report issued 
Apri l 19, 2010. 

GAO 
GAO Report No. GAO-l 0-376, "Operation Iraqi Freedom, Actions Needed to Facilitate 
the Efficient Drawdown of U.S. Forces and Equipment from Jraq," April 19, 2010 

GAO Report No. GAO- 10-551 T, " Warfighter Support: Continued Actions Needed by 
DoD to Jmprove and Institutionalize Contractor Support in Contingency Operations," 
March 17,2010 

GAO Report No. GA0-1 0-179, "Operation Iraq i Freedom, Preliminary Observations on 
DoD Planning for the Drawdown of U.S. Forces from Iraq," November 2, 2009 

GAO Report No. GA0-08-930, ' 'Operation Iraqi Freedom: Actions Needed to Enhance 
DoD PI ann ing for Reposturing of U.S. Forces from Iraq," September 10, 2008 

GAO Report No. GA0-07-929R, "Sales of Sensitive M ili tary Property to the Public," 
July 6, 2007 

GAO Report No. GA0-06-981 T, ''DoD Excess Property: Control Breakdowns Present 
Significant Security Risk and Continuing Waste and Inefficiency," July 25, 2006 

GAO Report No. GA0-06-604T, "Defense Logistics: Preliminary Observations on 
Equipment Reset Challenges and Issues for the Army and Marine Corps," 
March 30, 2006 

DoDIG 
DoD IG Report No. D-201 0-09'1, "DOD Needs to Improve Management and Oversight 
of Operations at the Theater Retrograde-Camp Arifjan, Kuwait," September 30, 2010 
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DoD IG Report No. D-2010-60, "Orawdown and Reset ofEquipment in Iraq-Operation 
Clean Sweep," June 11 , 2010 

DoD lG Report No. D-201 0-027, "Army's Management of the Operations and Support 
Phase of the Acquisition Process for Body Armor," December 8, 2009 

DoD IG Report No. D-2008- 1 14, "Accountability for Defense Security Service Assets 
with Personally Identifiable Information,'' July 24, 2008 
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Appendix C. DRMO Flow of Equipment 
and Materiel 
The fo llowing flowchart defines the genera l t1ow of equipment and materiel through 
DRMO receiving, reutilization, demilitarization, and disposition processes. The 
flowchart is based on our interpretation of the DRMS instruction 4160.14, "Operating 
Instructions for Disposition Management," May 12, 2008. Tbe process begins when a 
generating activity turns an item into the receiving area. The receiving official 
determines if the documentation is cotTect and whether the item should be processed as 
unserviceable or serviceable. The unserviceable items are processed as scrap or 
demi litarized, and serviceable items are processed for reutilization, where they are made 
avai lable to customers for a 42-day period. If the serv iceable items are not reutilized 
within the 42-day period, the items are downgraded to scrap or demil itarized. Once items 
are demi litarized, these items are also placed in the scrap area of the DRMO. See the 
fo ld out flowchart on the next page for more detai l and a visual illustration of the 
processes. 

F8R 8Ffl@lkls t981§ 8PilsY 
53 



P8ft 8fifit@h'fls 1981! 8tfiisY 

This page is intentionally blank. 

F8R ijJif'f@h'fls 88"1! 8Pit!PW 
54 



F9R 9FFIE!blil YS'e 91/b'/ 

DRMO Flow of Equipment and Materiel 

Receiving Reu tilization Demilitarization Scrap 
.--------. 
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This page will be replaced by the back of the flowchart. 

56 



Appendix D. Reutilization of Items 
through Collaboration 
DoD entities such as the U.S. Army Materiel Command, U.S. Atmy Program Executive 
Office Soldier, the R2TF, and the Camp Arifjan DRMO are working collaboratively to 
increase the reutiHzation of potentially serviceable items and reduce waste. Although not 
all inclusive, some of their collaborative efforts are noteworthy and highlighted below. 

R2TF officials instituted the DRMO Asset Recovery and Reutilization Program on 
December 9, 2009, to identify and recover potentially serviceable or unserviceable but 
repairable items which may have been improperly turned into the Camp Aritjan DRMO. 
Through February 2010, DRMO officials stated R2TF identified and removed 
approximately $14.9 million of armored doors. Also, on January 30, 2010, a 
R2TF official stated they had identified several vehicles that could be recovered from the 
DRMO. Working with U.S. Army Materiel Command 's Integrated Readiness 
Management Teams, these items were in the process of being recovered and shipped out 
for reutilization. As of April 20i0, R2TF officials reported recovery of approximately 
$87 million worth of items from the Theater Redistribution Center and the Camp 
Arifjan DRM0.32 

Based on our findings cited in DoD IG Report No. D-201 0-027, "Army 's Management of 
the Operations and Support Phase of the Acquisition Process for Body Armor," 
December 8, 2009, both DRMO and U.S. Army Program Executive Office Soldier have 
taken noteworthy action to prevent potentially serviceable body armor plates from being 
destroyed. We observed U.S. Army Program Executive Office Soldier and DRMO 
officials worki.ng collaboratively to identify potentially servi ceable materials and balli stic 
plates for interceptor body armor and organizational clothing and individual equipment. 
U.S. Army Program Executive Office Soldier also established a permanent presence at 
the receiving area of the DRMO to periodically screen for these items upon receipt to 
ensure proper coding and disposition. As of May 2010, DRMO officials stated that U.S. 
Army Program Executive Office Soldier has pulled out potentially serviceable body 
armor and other components valued at approximately $9.7 mi llion, from the DRMO. 

DLA Disposition Services officials took the initiative to find customers for potential ly 
serviceable JLJST items. Although the amount of these items impacted yard capacity for 
an extended period of time, DLA Disposj tion Services officials, in coordination with 
U.S. Army Central, 0-4 Multi National Coalition Forces, reported they were able to 
transfer and reutilize JLIST items, vaJued at $3.9 million, in support of Lebanon. 

Other actions taken included support for the Haiti Earthquake Disaster. Recognizing the 
urgent need, DRMO officiaJs reported they shipped 5 containers of materiel, valued at 

32 R2TF combines their reporting of items recovered from the DRMO ~d the Theater Redistribution 
Center so we could not differentiate or report only items pulled directly from the DRMO. 
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approximately $2.7 million, to Livomo, Italy, in support of the Haiti Earthquake Disaster. 
Materiel shipped in supp01t of relief efforts included cots, beds, mattresses, chairs, and 
toi letries. 
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Appendix E. Examples of Unaccounted for 
Sensitive Items 
During our review, we conducted judgment samples of reutilized sensitive items. 
Although the contractor ensured the individuals removing the sensitive items from the 
DRMO were authorized to receive equipment, some of these sensitive items were later 
determined to not be properly accounted for by Army personnel, indicating these 
individuals were potentially retaining these items for personal use or resale. We referred 
our concerns to the Defense Criminal Investigative Service. 

Infrared Equipment 
The contractor improperly issued three infrared items to an individual authorized by his 
unit commander to receive equipment from the DRMO (refer to Finding B and C). We 
contacted the unit's accountable officer who stated the individual did not have a valid 
requirement for these items and the equipment would be confiscated by the unit 
commander. We later received confirmation from the unit commander that the 
equipment had been confiscated and returned to the DRMO. The audit team also 
obtained a copy of the DTID, which verified that the items were turned back in to the 
DRMO. 

Infrared Illuminators 
The contractor improperly issued 34 infrared illuminators to an individual authorized by a 
major Army command to receive equipment from the DRMO (refer to Finding B). 
Subsequently, the DRMO chief contacted a command official to inform them the items 
should not have been issued and to have the items returned to the DRMO. We were later 
contacted by a command official who confirmed these items were unaccounted for; 
however, we are unaware of whether the items were confiscated and turned in to a 
DRMO for demilitarization. 

Ballistic Spectacles and Weapon Sites 
The contractor issued four ballistic spectacles and four reflex weapon sights to an 
individual authorized to receive equipment from the DRMO. We contacted the unit's 
accountable officer who stated the individual did not have a valid requirement or account 
for these items. These items were immediately confiscated from the individual and were 
returned to the DRMO. 
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Appendix F. Management Comments on 
Finding E and Our Response 

DLA Disposition Services' Comments 
DLA Disposition Services officials disagreed with the finding 's conclusions and 
assumptions with regard to export-control laws, regulations, and guidance (Finding E). 
Specifically, officials stated that the viewing or handling of the items referred to in the 
finding would almost never qualify as an export. The DLA Disposition Services officials 
also stated that Finding E does not appear to acknowledge that to be considered an export 
violation, a transfer must occur, and that the viewing or handling of an item is not, per se, 
a transfer. For a visual expot1 to occur there must be a transfer of technical data such as 
blueprints, designs, or witnessing a dismantled or dissected piece of technology. 

DLA Disposition Services officials d isagreed that handling a damaged body armor p late 
and, specifically, seeing beneath the surface of a body armor plate could be cons idered an 
export. For example, touching and visually inspecting a body armor plate would reveal 
no more than its color, size, shape, heft, and weight, which officials consider to be 
publically available. Officials also stated that inspecting [combat] "flawed" items should 
not result in the release of information if the inspection does not provide for an 
assessment of the flaw's physical characteristics or involve knowledge of what caused the 
flaw. DLA Disposition Services officials also disagreed that viewing or handling items 
to include shell casings, live rounds, sights, or infrared sights would resu]t in an export, in 
that technical data cannot be extrapolated from those items simply by viewing or 
handling them. DLA Disposition Services stated that gathering a general sense of what 
something looks like (specifically items with information available to the general 
domain) do not result in the transfer oftechnical data if technical data is not recorded, 
measured, or tested in any way. 

Furthermore, DLA Disposition Services officials stated that the practical implication of 
the audit's concept of what qualifies as an export is far reach ing. With overseas U.S. 
military installations and contractors employing thousands of third country nationals 
worldwide, these individuals are an integral pat1 of the U.S. military's transportation and 
logistics processes. As part of those processes, third country nationals view and handle 
millions of export-controlled items. The officials stated that ifthe audit's concept of 
what constitutes an export is implemented worldwide as written, U.S. military operations 
overseas would be significantly and negatively affected. 

DLA Disposition Services officials agreed wjth the finding in that third country nationals 
were determined to have unsuperv ised access to export-controlled items that could be 
easily concealed and removed from the premises. Officials further agreed that steps need 
to be taken to prevent these types of thefts or transfers from occurring. DLA Disposition 
Services officials also agreed that coupled with increased superv ision, better 
accountability procedures need to be implemented to prevent the theft of export­
controlled items. 
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Our Response 
We disagree with the DLA Dispositions Services ' position on what may constitute a 
deemed export. The International Traffic in Arms Regulations state that, unless 
otherwise exempted, an export license is required for the oral, visual or written disclosure 
of technical data to a foreign national. Those exports are commonly referred to as 
deemed exports. The focus of the finding was not to determine whether the viewing or 
handling of an item qualified as a deemed export or whether an export violation or 
transfer actually occurred, but rather to determine whether the DRMO Camp Arifjan had 
adequate controls in place to prevent unauthorized access to export-controlled items and 
technology. We also state that we did not verify with Department of State officials as to 
whether each item we observed was in fact export~controlled because our focus was not 
whether a transfer oftechnjcal data or export violation actually occurred. Had the focus 
of the finding been on whether a violatio n or technology transfer had occurred, we wou ld 
have verified with the Department of State whether an item was export-controlled and 
obtained evidence as to the nationality of each foreign national. We would have also 
further questioned contractor officia ls whether or not other export authorizations existed, 
such as licenses, waivers, or technical assistance agreements. 

DLA Disposition Services officials stated that for a v isual export to occur there must be a 
transfer of technical data such as blueprints, designs, or witnessing a dismantled or 
dissected piece of technology. Yet, we discuss in the fi nding that foreign nationals had 
access to this type of technical data. Specifically, fo reign nationals had access to aviation 
components and the corresponding manua l in the demilitarization area. Based on our 
observations, we concluded that foreign nationals had access to potential export~ 
controlled items and technology during the demilitarization process that could result in 
disclosure of controlled technologies. 

With regard to foreign nationals visually inspecting and handling body rumor 
components, we observed foreign nationals inspecting body armor components which 
were damaged. The auditors also handled damaged body armor and visually observed 
the inner materials and the exposed composition of the plate. Based on the International 
Traffic in Arms Regulations definition, technical data is infonnation which is required fo r 
the design, development, production, manufacture, assembly, operation, repair, testing, 
maintenance or modification of defense articles. Based on this definition and as stated in 
the finding, knowledge of the inner materials could be used to remanufacture or assemble 
body armor components and therefore could be deemed an export. Additional ly, as 
defined in DoD Instruction 2040.02, the definition oftechno logy includes the know-how 
to design, produce, manufacture, use, adopt, reconstruct, or reverse-engineer goods. 
Using this definition, understanding how to use an item could constitute a transfer of 
technology. Therefore, thorough visual inspections and handling of weapon sights, 
infrared sights and body armor plates provide the opportunity to gajn knowledge on their 
use. Furthermore, as stated in the finding, foreign nationals had unsupervised access to 
the sensitive-item storage containers which may provide the opportunity for an individual 
to learn how to " use" the items. As such, DRMO officials should have ensured that the 
contractor had adequate controls in place to prevent unauthorized access to export-
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controlled items and technology, to include controls such as proper physical security 
contro ls and adequate supervision. 

The focus on preventing the n·ansfer of export-controlled items and technology access by 
ensuring adequate controls are in p lace is further reflected in the recommendation. 
Specifically, we recommended that DLA Disposition Services develop and implement a 
control plan, in coord ination with Defense Technology Security Administration. The 
Defense Technology Security Administration is the entity responsible for administering 
the development and implementation of DoD technology security po lic ies on the 
transfers of defense items and technologies and ensuring consistency with U.S. foreign 
policy and national security objectives. 
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Defense Logistics Agency Disposition Services Comments 

• 
DEFENSE L.O~ISTICII AGENCY 

HEADQUA~TI!RS 
87215 JOHN J, KINGMAN ROAD, SUITE %6ll3 

FORT BELVOIR, VIRGINIA .112080·822 I 

[j£C 9 2010 

MEMORANDUM tiOR DIRECTOR, Ofli'JCE OF JNVESTTGATIONS AND 
INTERNAL AUDITS 

SUBJECT: Response to Dcpar1mcnt of J>ofoose Juspeetot Gcncnd (DOJ)IG) 
Rcpor1: OOD Needs to Jmprovc Management and Ovcrl!ight ofOpemcions nl 
the Dcfense.Rcutilization 11nd Marketing Office-Camp A11iijnn, Kuw11it 
(l'~oject No. D2010·DOOOJA·OOS4.000) 

Tllo allaebcd report is provided in r~ponsc to OODIG Report D2010-DOOOJA· 
0054.000. DLA Disposition S<:•'Viccs coocur with the findings and rccolilmcndntions 
identified il) the rcJ'Drt and al'c lllking approptiate K(ions to resolve the identified 
def~eiencics, us well ns minimi:r.c their recurrence. These action• will ensure tbat dispo:sal 
manngemcnc procedures and processes arc working properly to en,~rc efficient 
routillr.alion nod dilqlOfiRIQpcmlions. 

Tile point of contnot for this mnttcr is Mr. Ownync L. Thomas, J-3312,-
-orCJmail: . 

Attachment 

H 
MICHABL SCOrf 
nxecutivc Oin:ctor 
Materiel Polioy, Process nnd Assessment 
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DLA Disposition Services Responses to DOD 10 Draft Report 
Project No. D2010-0000JA..OOI4.000 

Audit of the Controls OVer the Disposition of Equipment •t the Defense 
Reutlllntlon and Offtce at Cmtp Atlq.n, Kuwan 

Recommendnt ion: 

A. I 

Responl'e: 

We recommend that ihe Direc1or, Defense LogiRticR Agency Dispc'llit ion Scrvlc<!S, 
identify the J"-'I'Sonncl ac .. 'Ountablc for not cn.,uring lf1.: .:ootra.:tor com:~o'1cd 
Ncci\·ing ckticicnci..~ idcntifk!d hy Contracting OITiccr Rcpn.-scntatiw11 and 

init iate administrnliw ~~<.'lion r.:garding UlCliC pclllolln~l a.s d.:cm\!d appropriate by 
the Director. 

Concur. Tlw DLA D~itioo Sen•ices Director and J-7 rc\'io!wtd the 
ciroomstanc.:s surrounding this w uc and dct~nnincd odminislratiV\: ,. .. 1ioo ''"S 
not warranted. 

Rccontn.,;ndatjon: 

A.2. We re .. '\lmmend the DireCIOf, Defe~ Logistic$ Ag~:ncy l>ilifl05ition Servic.!s. in 
coordination with I~ Ccntrao:ting Offi._-er Cl'lj;ure tJ1e following are induckd in 

~ub.olcqucnt ORMO rontracts: 

A.2.a. Perfonnanoe nwa.~um: to v~rify ,Yb;!th .. 'l' the .:nntnt.:tor entered all Items into the 
0\:fct~:~C R.:utilization and Marketing Service Automated Jnfonnntioo Sy:.tcm 
within ll rclfllired tintcframc. 

Concur. Currently, g<IVCfl'QliCIU J)\.'T!iOill\~1 pcrfonnllll runct iot~A Ill OLA 
Disposition s~:rvlccs Carnp Arifjan. In ;~Jdition, the cum:nt contrnct ~olici1:.1ion 

lor the Ktm nit rcpla.:cmcnt contract doo~ not include a retluircmcnl for the 
oonlr;IC~tor to pcrftmn property data entry into our automated acoountnbility 
system l>..>cuus.! government p<!lllonno:J will continue to p~fom1 this function. 
llo\~cwr, if in the li11urc. Oillpo~ition St'f\li.::c~ hili another contn11.1 at Camp 
,\rifjan that rcquir~"' the contractor to enter property dota into its property 
n~vtmtnbllit)' ~'lSicm, we "ill in:s.:rt appropriate p.:rfi)mllall\:c nw:asun.-s thai 

en11r.:: nil property is cntcn.'Cf into tlu1t S)'!llcm within 1'\.'<fllil\.-d tin~frames, for us.: 

in o.waluatin& \lontnlctor p..'ffomum~X. 

Rcoomm.;ndatjmr 

A.2.b. 

RCl<ponsc: 

L>ircctor Contra4.1ing om .. ~r auure the followina aN included in subs"''u.:nl 
ORMO contmcts: 1'enns ~tnd conditions to hold ttl.) contractor accountoble for 
coutinucd noncocnpli:tncc with contr.actl\!quirements to Include a reduction in 
payment option. 

Concur. Und.:T the lnapcction ofScniccs claw;c, ifany oftl~oe ~;cnoicca do noc 
conform to contract requiren~nts, the government may require the Contractor to 
pcrfiJnn ~ scrvi.:cs 11gnin in eonfonllil)'" ith the comrnct requjrC'IllCnt, 111110 

P•p1oft2 
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DLA Disposition Services Responses to DOD IG Draft Report 
Project No. 02010-0000JA-0014.000 

Audit or the Controls Over the Dlspoaltlon of Equipment at the Defense 
ReutHizatlon and omce at Camp Atlfjan, Kuwall 

incr"nse in contract QIJiounL WIJo:n the d.:fo:~ts in scrvio.'\!~ cannot ~ uorrt'.:lo:d by 
~r~-~rfonnancc." the go,·o:rrunelll nu\y ro.-duce the conttu.:t pri~ to r.:fl~t the 
n.'<luccd "vnluc" of the scrYi~ll p:rfonncd. Wt' will.:o•~~idcr in.: luding a prico: 
r.:duction ~~eh.:duk in IUiuro CQnlt'llCtsticd to pcrfonmmcc tnclrics. 

Recommend@ ion: 

A.2.c. Dir~'1or/Contra.:ting Ollicc:r ~'llsur.: I he lbllowing aro: includ.:d in subtle<tuomt 
DR~IO controct.~: R.:quiromcntto mllkc certain contractor r~civing personnel 
Ill\! prop.:rly ll".lin.:d to ~ ... 'S~ IUid account fo.- pilf.:rRbl.: and scn-Sitiw it.ms. 

Respons.:: Concur. The prior contract with Tal)!; did not require monthly lnlining on 
rilfo:r .. hlc :tnd sensitiW iCA:ms fnr o."UOII"llctor cmployel."': re~ponsi\lle for lhe 

re-= .. .;,;11£ proeo:ss. As soon as the LX>D 10 identified this il>ll\IC:. l>LA Disposition 
S~·k.:s imm.:d~tcly IJ.:gau to tnsin COOitiiCIOnl in id.:ntil~ing, I)I'OC<'SSing, and 
handling pilf.:r.abk and -.'llS:itivc ilclllS. 1bilo t)·pe oftntlning and additionlll 
p~--ss intprov.:111Cflls "ill Nmain in pl;t~ and \\ill o.:cur monthly (or more oflen 
if l'k:cd\:d) once the new con~ract !'k:gin$ 111 Clll'llfll\rifjon .. S.:panuc and secure 
atorng.: ar~ 1111d locbblc contuin-'11! \~ere abo proviiJ..,-d to &egr\lgatc scnaiti,·c 
and rilf.:robl.: mato:ri•l from olh.:r on-hand in,·cmory. 'l11i¥ :un.nge-mo:lll will 
continue untkr any Dispo11ition S;:,-vk.:s fulhJ\\·up .:unlrRO:IIII Camp Arifjan. 

Rccomnwndgtjun; 

A.2.d. 

Rc~ponsc : 

DiN.:toriContractinc Officer ettsllr.: lh" following nrc inche(kd in sub~-.-qucnl 
OR.~ I() contrllcts: Rcquir.:mcnt for prot«ling potl!ntiolly J~rviccablc it.,ms from 
th" cnviromtt..'tll. 

Con~ur. /\ltltough I her.: was no spcdlk Nquircmcnt in the prior contr;u:t with 
Taos to protect prup..'rly from CJI\'ironmcntol dnmagc or to cover fli'Of'k:rt)' in 

outdoor 11torosc, tiiQ contf';)Ctl)r Wll.'> rCilUir~'d to ptc\'O:tll do!g~dntion in rropcrty 
condition and \'llh'k:. In N SpollSA! to th.: DOD 10 identified i~~uc. OW\ 
Di~>po,itioo Servic.:s f'I"O\'ilkd lod.:lhlc cont:~inen< 10 Ill< .:ontrxcor 1111d purcbued 

proleetiw lld:s to wvcr open tri-\\ all box,-s. This amul&cmo:nl \\ill wntinu.: under 
any Di~positiun Services follow-up contra-.; •• Cllfi\P Arifjan. 

Rccon'll'l~endatjon; 

1\.3. 

J\ .3.a. 

Direclor. T>I. .. A Dio~rooition S.:nic~. in coordilllltioo with th.: Contn .. 'ting Offic.:r 
and tho! L1Ji.:f •• Clllllfl Niljan: 

lncrcas.: tl\.: num~r u( C'onll'<lding Officer RCfli'I!Si!lll:tti\·c~ 111 rccch·ing to 
vnlidatc contr:ICtor romp! ian..~ witb recei\ing r,oqui~ll'k:nl$, lll include ~ly 
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acrounting for All items recejved, processing and accounting for pilfemblc a.nd 
scnsith•c items. o.nd pr1>tccting polenlially silr\'iccDbl~ it~.'llw from th.~ 
cttvlronm~'lll. 

Concur. Curremly, go~·eroment personnel perform all functiQtts 11 DLA 
OiS.J!Ollition Sc:rvit'Cs Kuweit. An.:r the 1\>llow-on contractor is in pl:sc:c. OJ.;\ 
Di~t)C)sit iun Services Willllflpoint sllffieicnl. trained Contract in& Oflkcr 
R~'tlN~c:ntati\l.'li to cmur.: that adoqunt~ gun:mrncnt oversight or lind reponing on 
OO!li111L10r ~om1anee occurs. 

RecommentlRI ion: 

A.3.b. Oir .. ~tor/Contr.u.1ing Ofli.:.;or/Chief- Camr Ariljan: Cor~duct periodic 
IIIWlllOUIII.'Cd reviews hl V\lfify rontrlldor complilll!C\l \¥ith \.'Qntrll'-1 r.:quin:nt<nlll. 

Cuncur. The 01 .A Accow1tahility OITI.:c and Dl~l\ Oispollitkon S.:rvi~.'\.--s lntcn-.11 
Audit Slllffwill coordinate to conduo..<t W'Wlnounccd eudilll to verify contractor 

~.~mpliancc \\ith ~.~ntr.~ct rcquin:mcnts on any folhl\~·up Disposition ~rviccs 
C(lfl!Te.:t at C:unp Ariljan. 

Rcffinuntndi!lion; 

D. 

Renpons.:: 

We recommend the Dir.M.or. O.:fense LogWi~."S Ag.!llCY Di6f)OShi011 S~.y,·iccll. 
direcl th\l l.,1icf. I.Nfcmc Rculilizalion and Markctin& Ollie.: at Camp Arilj11n. tu 

contact the DOD Compot~nu tbat r.:«IV.!d the ~mil code 1-'ltms that wor~ 
improp.:rl_y rti~;sued 11ld ensur~ tl10$e items an~ retrlewd Dtld d~troyed . 

Concur: 1lle l>LA IJispoRition Servic-'1; Kuw11it toual'f r~Btl-dly oont11ct.ad the 
OOD Components that were impropcrty iAAued d~'lnil cod.: F items. \V.: n:lric\'cd 
aomc of the itoms, but othc111 arc in ~~c.~siou of units thai Nd~luycd to CONtiS 
or to new milll;ions. When th<J~;c items arc no longer ttc.:ck'll for their mili5iou, in 
acoordancc with DOD 4160.21-M· I, "Dcf.:ns._. O...militnriz11tlon i\ltU111nl" 

(Pcbrua.ry 14, 1995) lh.: owni•t: unit!\ nrc: to cith._.r dtmilitariz\! thu il.:ms or tum 
them into ll DLA Disposition Services loc~tlion lbr dcmilitW.ation. 

ReCOI!UNOdlliOO 

C. l. l>irectorfContracting Offio.:r/Chief • Camp Arifj:an: 

C.I.a. DiN.:tor Conlrlctine OffiwriObic(- Cemp Aritjon: lncorporat.: p.:rformlliiC\l 
measures into the future oontract tu ensure the contractor is eecut:ali!ly 
~,.fonuing. wril)illg. and ~.~rtifying ckmili~ation to include wlidoting thc 
'JU3111itic" ofitcn~-. dcmilituri7;c.d, 
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Rcspoose: Concur. Cumnlly, sovenvnenl pC'I'soonel perfonn nil function.~ al lh<l OI..A 
Disposition ServiOC8 ~UW4it facility. The solicitotl~ for t~ follow-on contract 
ln Kuwait incorporates pcrformJ.n.:e measure~ to ensure that the conlr~K'Ii)l' 
~'f'Jilnn~ ckmilit;~rhlation in accordance with 000 4160. 21·~f · l. "!XIi:n~ 

lxmilitari7.alion Manual~ (FO!bruary 14, 199$), furthermore, only DLI\ or OOJ> 
staff will be appuintcd as dcmill-'\.Tiilicrs 11nd wrifi.:rs. Appropriat.: procedu~~ 

·~ in pl:t-."< to c:mure that &mil ccrtificno and verifiers II\! ~rly trained (prior 
to d.:ploymcnl) in demit omifklllionl\•crilic;uion processes and to msllre proper 
demjlitari1..ation petfonn:mce. f>IA f>il.;position Sen·ice5 mm:a~ment rtt5UNK 

that, prior to deployment. cach Clllploycc must h:aw lnlining C..TiiJicates in pl~ec 
that an: valid for his or her cntin: lkploymml 

Rccomrn~'lldatjoo : 

(', l .h. Dircctor/Contraeiing Ofli~Xr'Chicf- Camp Arifj:an: Dc\·clop and impk:mcnt 
d.:tail.:d qualit)' :WIFoll\~.: pr~Liorcs to cnRUr~ the certili~ lftd \'Cril'k:r witn~u or 
itlipl.'\.1 the residu.:. the correcl quantit~· of nems .-.: ,·crif~d 111ld annl>bted. :and 
the lkmilitari:t-.Jation ccrtif"-at.: is propcrl)' sip1cd. tn 11ddttion. ~'OOiinooutd)' 

reC\--hl!ltc the proper amount of 0\o''Crsil:flt of dcmilitnriUtion po:rso~J. u· 
1\dditiflll:ll O\'ersight i.<: ~~. as~;ign fllQf'e oversight persom.elto 

demit it.viutioo. 

Concur. Cumntly. government pcrllonncl pcrfflnn all functions at OI..A 
DiAposition s,.,vio.:ll Kuwait. In addition, .., pr~viotlllly Atalcd. only Dl .A ,.,.. T>oJ> 

st:1f1' will be appoint.:d as d.. 'mil c..'f1ifi~'I'S and wrifl.:n. Appropriate prol.-cllures 
:.re in place: to ensure th:ll demil certilicn; and verifiers ar.: prop.lt~· lrruned (prior 

lo deployment) in d.: mil ccrtifklltion'Vcrification procc1<.'1C~ ond to -.'IISU~ Jlropcr 
d.-mil itari:I.Ation pcrformaoc.:. 

l{ecommcnd;ttlon: 

c. 1.~. DiNiltor Coolra.:tin& Oflh:~:rlChi.:f • Camp Arilj;m): Do\·clop lind impJ,•m.:nt 
pr<>C~:duri!ll to perio&cally ,·alid:l&e cilrtiliers uf dtmilit#lllld item• have 
compldcd the applicable training rcquitcniCtllll. 

Concur. Pru..~dl•rc~ arc in p~ to Cll!iutC thai appointed dcmil c~o't1ifiers and 

\'eriftcl'lllll\l tcdmicaUy conlp\}tent and th.:ir tmining is curr,'lll. J>LA J>ispollitinn 
Scni~.\:11 lml!llg.:llh:nt msur<:! that, pri<>r to deplo~11wnt, uch cnlpluy<:c must hqvc 
training ccrtifi.:~l;:s in plac.: thol are valid for his or hu ~'llli~ dcplo)lll~nl . 

RmmmsndWjqo: 
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DLA Disposition Services Responses to DOD 10 Draft Report 
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Audit of the Controls Over the Disposition of Equipment at the Defense 
Reutillzation and Office at Camp Arifjan, IKuwaH 

C.l.d. Din:ctor/Contrncting anker/Chief - Camp Ariljan: Conduct pcriodic 
unannounced revi.:ws to Hrify certifiers and verifiers are performing, witnllssing., 

or inspecting l'l!Sidu.: of the demilitarization process; and verify the correct 

<Iuantity of itcm~ arc demilitarized. 

Responsc: COllcur. In respon~e to this [)OD 10 id.:ntified issu.:, DL.I\ Disposition Services 

Kuwait eh,mgcd th.:ir procildur.:s on 2S FcbrUilry 2010. Th.: demil vcrili.:rs 

identify th.: property b.:ing d~'millcd by first requiring that the wriJicr annotutc the 
demil location of tile property 011 the demil plaeard or o.:fellS4! Tum-In J.)ocum.:nt 

(DTm). verifying the COUlit and initialing the document prior to the demil 

pcrfonnance. '111e veri tier th.:ll refers to the amolltled )YI1D and dendl placard 

OIlCO: dcmil has ~'CJI perionncd; and. duri.ng inspection oftllC residue to ensurc 

thottllC d.:mil ccrlitieate being signed is Ime and corr.:ct for th" property that was 

dcmillcd '~inspcct.:d. 'Illcse proc.:dlll'c8 havc b.:.:n adopt.:d at DLA Disposition 
Services Kuwait and fonnally incorporated into standard ~rating proc.:dur.:s. 

The facility chief will conduct periodic inspections orthc above pro.;cd\lrc~, 
maintain a log of lIuch inspcctionll,. and further docum.:nt these check. .. by 

initialing tile DO 1348-1 lind/or placl1.rds as appropriatol. 

Reconlillendation: 

C.2. We rc!conll)l<.'IId the J>ireL'tor, Defense I.ogistics AgC!lIcy Disposition Ser\'ices, 

det.:nninc Ih.: accowltability of verifiers and c~rtifi.:rs who ina,ppropriatdy 
c.:rtificd lind/or \'~rilied that itcms were destroyed and initiate administrative 

action rcg:lfding these pcT'Sonnel as d.:clIlCd appropriat.: by the Oir.:ctor. 

Responsc: Concur. DLA personnel in\'olwd in making inappropri<ltc dCllIiI .:crtificlItions 

were counseled (in writing and verbally) by their lirst lin.: sup.:n·~~or and senior 

managcment. The DLA Disposition Sen'ices Direclor and tIl\: J)isposition 

Sen'ices Director - Central] revill\\'ed this issue and agree that actions taken by 
S\lpen'i~or$ and management were ~\lflieient and appropriate. Disposilion 

S.:n·ic.:s bdien:s adoplion of the procedlll'cs identified in th.: ro:!lponses to Ihe 

DoD 10's R.:eomlllendation C.I will mitigate tho: risk Ihat these isolated instances 
will oc.:ur ill th.e future . 

Rcconllnclldat iOIl: 

D. W.: r,:cQmmcnd the Dir.:ctor. IRfcns.: Logistks Agency Disposition Ser\'icc~. 

require the Chief, IXfense RClltilization andl Marketing ome.:, Camp Arifjal1, to 

implement physical security procedures which include 
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Respons.:: Concur with the inl.:nl oflhe recommendation.  
 
 

 

 

 

  

 

 

  

 

Recolllmendation: 

E. We reconunend the I>irector. DIlf~ns.: Logistics Services Agency Disposition 
Services: 

E.l. J)ir~'Ct the Contracting omcer to incorporate D.:f.:n"e Fed.:ra1 A"'qui~ition 

Regulation Supplement, clause 232.204-7008, into any follow 011 Camp Ariljan 

OR/\IO contract. 

Response: Concur. DJ.A Oiflpo!:itioll Scr\'icc~ lUIS already incorporated OFARS clause 

232.204-7008 inlo ils solicitations for the follow-on contracts for bolh Kuwait and 

Iraq. 

RecoPlmendat ion 

1\.2. Direct the Chief. D.:J~ns<l Reutili7.ation nod Mark.:ting Office o1t Camp Arifjan. in 

coordination with the Odcnsc Tc.:hnology Security Administration, develop and 

implemenl a .:ontTol plan which includes procedures to prevent lR13uthllri?~-d 

access to controlled itcms and technology; a requircm.mt for expon.control 

training lOT tho,,", onicials r~ponsibl.: lilr ensuring compliance with Federal 
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DLA Disposition Servtc:es Responses to DOD IG Draft Report 
Projec:t No. D2010-DOOOJA-OOM.OOO 

Audit or the Controls Over the Disposition of Equipment at the Defense 
ReutUizatlon and Ofllc:e at Camp Arlfjan, Kuw<~~lt 

RtsponS"t: 

export "'iUiations; and a re~Juircm"Cnt to conduct p.:riodk 0!\SCISIIICIIIS of 

contractor opol'lltiot\S 1o validolll cornplfoncc with the f~orol C:l\llOrt rc&lllatlons. 

Concur with the inttnt oftl'le recommendation. 

'The OJ .A Di~po~;ition s~'l'\·~.:5 COIICUI'!I with the intcnt of RCI:tlllllll\.'lldftlion 2, as 

ndditional ovcn;ight. truining and sccu1·hy, 115 well a$ periodic usc~;~;ments of 
compli;am:c with fcckral expon rtquir.:menlll is appropriate. ()LA l>it~~i1ion 

SCI"'icC!I nOtt-c~mcnr.~ with the rationale for that ~'Uflclusion. particubrly th" 

~umptionK reg.-djjlg c:xJl<)rt control laws. rcgulatiotW, lUld guid:mc..:. 

lltc Amw l!xpon Control Ac:t {AECA) authorizes the Pf\.-sident to .exc"i . .e 
3ulll0rity 0\·er thi! .::-;port ot ik.':fCI1Sc :micl.s and urvicl!ll. 22 t I. S.C. 2ns ct seq. 

'Jltc Af:CA iJ implo:n~n~-d by t!w lntem.1tional 'Tn~ffic in Amlll Rctulntioo 
(11';\R) 22 Ct'lt Pam 12()..130. lltc ITA It probibils tho e)(Jl0f1 of defense articl.:5 
or t~chnic:al d:lta \\ithoul complying \\ith the licmsinG procedures of the 

regulllliCllll<. n..: JTAR, §1 20.6. dclincs a d.:lim~<e llltido! u "any il~"flt C)r t~chnical 

data dc:<illJlah:d in §121.1." A3 the drat\ ~'Fort point~< ot•. shell ~lllliltgund body 
armor platlls would \jU:!Iify as t• tcd it11ms. Th..: definition oflcclwliclll data tmtl..:r 
the l'f,\ Rat Pan 120. 10, t; "Ji)nfllflnl1t ion, 01hcr than software all d.:fiO\.-d in 
§ 120. I O(aX '1).. "hich ill rcqui~'<l fur th.: d..::<ign. dc:v.:lopmcml. prodt...:tion. 
mnnuf:ldurc. ns~mhly. oper.ttion, rqmir. tl!sting. nminll!lllltK.'e or modificnti<lftllt' 

dcf~'I~C articks. This incht<k'S infomU~tion from hlu~'PrirliS. dr&\\ inp. 
photo&ro.)llll~. plan~ instntcti<>ns or dt1eumen1ation.'' Technical data olso inchu:l..'$ 
classifi,-d infonn11tion that rdatcs to dcl~nse aniclcs or •,•rvi~:cs. l'M pC)rtin~nt 

ponion of the definition o ( export th11t applies in this cn.~c is l'ottod in lhc: IT/\R at 

!il20. 17('1) \\ hich pnniw!l that c~rb under the r~gul11tion5 inc:lud.: 

"(d)ilcloKiug (including oral or vi~ual dili{:Jo~urc) or tranl(l~ning tcc:hni.:al data lo 
a foreign Jll!~on. whether in the: Unit .. 'Cl Stnte~ or obroad .... " 

The D...-ranm.:tll ofi:N(eu;c fl'V''ides guidance on the export regubtjoru: in DoD 

lnRintclion 2o.l0.02, "tnh.'flllltionoJ 'l'nul$f~rs of Technology, Ankles llJ'ld 
S ... ·rvic.:~". July IU. 200!!. Tho p..--rtincnt p~Jrt ion of thllt cuicbucc follows: 

a Any release or di~c:IO$\Il'l.' of controll~d technology or h!c:hnicol data to 
any larc:ign r.:r.~oo. \\1.elhc.r it occurs in 1h.: Fn.itcd Stlltctt or abroad. i~ 
d~Jllcd to he: an export, requiring .;itlter 30 exron liccou (for du:al-u.:-e 
ilcms) or an authori7..ation f()f dis.:lo.\'Uf'e (for munit~ list itetm). 
For.:ign J)'!rsom incluck f<>reign individtt.1ls. corpontlons. government 
llg>!Uci .. "S. or othc.- forcig~~ <:utitiCll. 
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Audit of the Controls Over the Disposition of Equipment It the Der.nse 
Reutlllzatlon and Office •t Camp Arifjan, Kuwait 

b. Controlled kclmology or tcchnicul dt~ln is con~idcrc:d to bo r.:lenscd or 
di~closcd "hen infonnation i~: transf.:md to fllrcign po:r&On~ hy mc:ms 
of: 

( I) A vi•unl ill5~ction; 

(l) An oral exchan~: 

(3) An applicatioo of the t .. -chnology or data~ and/or 

(4) Titc u.~ of lltly olhcr medium of communicati011, u)cluding 
blll nol limit.:d to clcclronic. magnctk:. int.:mct. or laser 
tc:.:hoology. 

c. Controllc:d t.:clmoloey. ~ defined in part n2 of Itcf.:rct\C\! (r). is 
infonnlllion n.:c.:~ fOf the c:k\'Ciopncnt, produ.:lion. or liS<: of a 
Clll'llmll..-d product. Specific t .. -chnology controls ar.: id..'fltificd in each 
cxport-rontrol clliSIIifkalioo of the E>;port Admini!ltmlion Rcguloliuns 
{l::t\R} and g<l\~nl eXp011-concrol r.:quir.:m.:nts. 

d. Tcchni,'lll dllta. a.' dclin .. 'CI in section 120. 10 of Reference (s). is 
informalioo \\hicb is r.:qui .... ..t for lhc d.:,;ig~t, denlopnttn~. Jlfoduction, 
nt:anufa..:ture. &S.'II!mbly. o~..-ation. Npuir, 111111ing. maimcnanc.:. « 
modifi.:oliun of d..:f~o'llli~ :artio.:les: clllllllilkd iofomtution r.:lulinc to 
dcf1!11~.: artid<l~ and def.:nse services; infomullion covered by an 
in VC!llion IICCtcc:)' ord.:r; or 501\warc a>e dclincd in HO:Cti('fl 121 .8(1) of 
R.i:fcrcn~~ (it) d~'1.1ly related to :a dcfcns..: article. 

The ddinilion specifically exdudc!i 1m.:rol 11cio:ntilic, mathcn\lltk:al or 
cnt:ineerin£ principles (IS well as d~riptivc mari\.:ting infomtalion ond 
infonuation in lhc public domain. 

·nu~ r.:port conclud"s that third ~-ou•llry n:~tionals or other for.:ig,1 n:a1ional1< 11hould 
be pr.:vcnt. .. -d from viewing or hnndling certain item.,, a~< thi>: could he an export 
covered under the llhovc l:aws. TI1roughou11hc ~cCltiM of'·findinA £"' D.>D 10 
rcf.,n; to •·unnuthorixcd" iUO.:b :1$ ''llltautbori~cd p.:rsoun.:l"' or "urututhori1..:d 

p«~<ons" and ''\mnuthori7.ed ace a. ... ~ DI.A Dispo$ilion S.:rvic~ .w:ume,; this 
rcpcllll.<d reference to ''lmnulhori7A.-d" rcf~'r$to the k:gulity of foreign Nllional$ 
bcing ~lit. in the pr .. 'l!CIIL'.: of. or ha\'int :accc~11 to ccrt:ain dcf.:n.~.: lllti..:k-s or 
to~cfmi,'lll dat:1 and nola rcfenm.;c for whether their Jlf>!S\.'IIU was p«mililii\"~ by 

the contra.:tClt or OLA DiJJposit ion Services. "nw position lflfl'!:tnl to be thai thcro 
could he an automatk: \iolation of Cl\port Ja,\'l and existing guidance AllY time a 
foreisn n:ational can ,·iew or handle a "defense article"\\ ilhoUI rca;ud to wb..1her 
such vi.:" ing « h:&ndling a~"1ually docs r~ult in, or lu.'l lhc pOCclll ial to re,;ult in, 
th.-: tronllfcr of "-chnolog.y « lc..itn ic:al da1:1. 
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Audit of the Controls Over the Disposition of Equtpment at the Defense 
Reutlllzatlon and Office at Camp Arifjan, Kuwait 

·n,e an11lyllis doos not appo:ar to IICklJO\\'kdeotllot for 11 \'iolntion to occur throu&:b 
vitwina or h11ndling an it~m und~r l>ol>I 2040.2, 11 "trnnaf« " nliJSI occur. 
Viewing or handling an ih:m is not per &e 1 tnuu;fcr of • defimllc article. Viewing 
or handlins un it~m will be co•~idcn:d an export if by thMc uctiocu the viewer 
OM:ttllS Cilh.."'f ••infom\llliOI\ llCC\.'liS:If"Y for the dc\•cJopm-.'111, Jl!'odllction, Or USc'' Of 

th~ it-.111 or ··infonnation whicb is r~oquir.!d forth.! d~t.ign. d .. "\·clupm.:nt. 
production. manuf.1.:turc. assembly. opcrntion. rerair. testing. mai.nt.:nance, or 
modilication of def.:~ articles." Simply vie\\ ing or handl ing 1~ it~tns rcfcrr.:d 
to in lhe r .. "(''n would a~t rte\'er 'lualify 31' an exfl(lrt. ·n~e items 110ted in th~ 

r.:pol'l indudc infrared sighL<. ~II c•ingll. live 11mmunition I'OWidll, and body 
annor phtlc5. As slat.:d in prior r..."'{))mcs regarding this n:\<ic\\ . L>LA Disposition 
Setvii.'el ~~SUN that ref.ercnc;:s in the Jaw to IIJl csport ~currinJ visually r~oquin 

l~ potential to transfer technical data of th~ ·~~that would be dillcloa.:d by 
~.:ing blucrrints. d.:sigll!l, \\'iiO..'lt.\iug a dismantled or dii'S~~1.:d pi~-c.: or 

•~"-imolog_v. or b.!ing allowed to ~rtonn t.:sb or aJUll~'fliJ on an ih:m. Not al l 
opportunit i.:.' to look or handle def .. 'n!>C article" n.-.cult in a d.: .. •med c~. 

The DOD 10 Dr:IO R .. .,ort. Proj~-ct No. D201~DOOOJA-OOS4.000 (pogo! 33) ol.so 

stat.:~> I hat h~~r~dling • dttnlagtd body armor plulc \:ould bt com1idcrcd an export. 
DLA Disposition SenicCJO do.:s not ngtl!t that seeing ~enth the surfo~o'i! or a 

body llrfnOI' lll:ll'c~ 11110\\'l; ror oblaining eitl~r '"infomution lll!te~,;ary for the 
dcn:lupmcnt. produ..--tion. or tL'IC" of the item. or obtaining "information \\ hich i~ 
required for tlw d.:sign, dc\cclopmcnt, product lon. manure~cturc, uscmbly, 
opcrllliOII. n.:pnir. l~tlng. 11'1.1intcnnncl!. or ntodiliC111iOII or d.:f.liiSC lll'tilllll$."' 
Li~cwisc, DLA L>isfl<"'ilion Scn·ic.:s docs not ngr.:e that vh:wing or h1u1dling 
spent rounds.liv.: round$, 5ights, or infmr~d sights results in nn ti\I)Or1. Such 
vicm ing ond h.,dling is not n ttansfer liS envillioned by II~ ITAR l1f' th~ J)oD 

lnl'lnlclion • U1~ technical data involved cannot be cXIrapolated from tho.,.: items 

by simply\ icwing or bmldliog them. If rrorcrty rccciw~ NC ~ndling lhe 
prop.:rty in accord with contnK'tual requir.:tn~nts. th.:rc ahould N no tnnl'tn of 
technology or tcdlnie~J d:na. Recch·cn: lihould not huvc opportunity to ohtaln any 

data r.:lllt.:d to such things as the d1.:mic:~J composition of :Ill)' material: X• I'll)' or 
photograph an item or mc:ll;uf'l! it \\ilh h:dm ic:~l dc,·icclt to obtain tcchnic;~l data 

rolat<~d to ill5 ~~~~ineering or d.:sigJI. or c:v.:n t~Rllll r~ iL~ f!r«isc weight or m:w. 
for example. nilh the body nrmor plilles. lhe fad that r<!C\liwr.s tot..:h lllld visually 
illlp(\-1 an il.:m r\l\'eal:; no more than its color. approximale ai7~. shape, and 

appruxim:llc heR or weight. Not only docs th~"' infonnlllion 1101 meet t~ 

ddinition of technical datA, it is r ublicly 11\'ailablc inl<lnnation. EV()Jl inspcctioo 
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Of ii~IUS for "ll,ll)' naw"' should not I"C61lll io th~ rckMC ofl.:chni.:a} daln nboul tbll 
hom iflh.e inspections do not provide for asseMine tho: Jc:nath. depth. pAU.lm or 
rchli~'CI ph~"llil:;tl chara~'lcri~l i.:l' ofll1e ckft!~'ts in tho: llf1ll(lr: invnhre k.nowl.:dge of 
~\ hoi I."Atr;Cd the fl aw, t)r prtwrd.: for olho:r forn\, Of do.'!lign or capabilil i.:~ testing 

of the itcnt While t.:chnolo&.v or h:~hnic:al dllta ma)' he trnn~fcrrcd hy vi~ual 
ins~'\.'lion a June. the \'i,;ual galfk.Ting of 3 g.:n~-ral SCNIC of\\ hoi SOIJ~thing JOQb 

like (parti,-uiMly when that infomullion is a\·ailable in the public domain) docs 
not result in the llansfl:l' of h:chniCAI dal3 when lt\lll ~:cncrnl appearance 
infuon:.tlion is 11Q1 aUowed to be recorded (i·"- pl!otogl':1pl~d. x-ray.-d), motastn>d. 
or t~ed in any way. 

The practical implkaliom of tho: dnn ~port 's W<I.'$XJllC1ll of what qualifies u.,.. 
export a\: far·rcadting. I ' .S. O\\.'fllt:as military in~tallat ions 3nd contractors 
employ thousands oflhinl country nat ioe1al$. 1n addition. the U.S. n1ili1uy n:li..-s 
on contractor ~bor for a sizabk range of pruduc:1s and scrvi«~~; 1~ conlr.ct 

Jabofcn an: mo.-Uiy for~:ign and bavc ace~~ to the majority oft~ il~\lallalions 
they worl on. M1111y ol'~e individwabl view 3nd handle export C<lfliNIIed 

propcr1)' on 11 rcgulu b:u<is. Third coiJnlr)• nationllls ar.:an int.:srnl part of th.: 
li.S. military's lmn.~portation and logistiC$ proccssa world\• ido. A\ part of these 
proc~. third country notional~ will ,;ew nnd handle millions of expor1 
controltc:tl item,;. ·n,ird cot.nJII')' natim1al$ aiAo participatu in the repair and rdil ot' 
tJ.S. milh..ry Cljuipmctll m'CBca'. \\ hich hrings them into con~tanl confliCt with 

similar itcmll lllld Ro."fVice:s. Finally, in an o.."'i\'C coulblll zonc, spcntl i.S. 
nmmunil ion cartridge~ and tu:oo1dum~gcd ~"'uipnll!nt of I h.: ~nul<: typl Ill> thut 
cited in tl~ drat\ r.:por1 wi ll bt ttbandonctl by militnry p~'TI'Otll\c l on op..-rMions. 
"l11.: droll\ r•-ror1·, findings would c:on.id.:r all of the adivilio:s cil.:d 11blm: to be 

potemial espon '' iollatiotlS. 

Viowilli or handling 11\1\'h it.:~n~~ d~s not qualify as an el\"J)ot1, becnu»c the lf\1< 
protec:t~-d inlimuation is in th.: items· d.-sign. makeup. or inll!tllal proce~. all 
illu~rated in the IT AR and~ .:l<-plaint.od. per the di~'llll.~i•m abow. under Do OJ 

l<>-40.1. lf llh' draflr..-pon·~~ C\111<..-.:pl of whlll CORillilul.:s an .:xport ill implen~cntc:d 
\\Orld\\idc as wrill~'11. U.S. n1ili1ary ~>penttionK overs.-as, p.vtil.,d.arly thos~ inlr.tlj . 

• \fg!Wtistan. .-.d KuwaiL would be si8J1ilia ntly and ~8Di i\·.:ly aff~ctcd. and the 
Alll\1Utll oftroops and lJ.S. eiti7.eM tlo:~<!I<Ur)' to ~ullloin tltoac ov~"'t"5.:u opi!rll iom 
wuuld int:.'n'QS.: dr:umtically. 

DI.A Di~J)tlllition So!rviC'C!I concurs in 1~ draft rcrort 'A finding.o; where U1inl 
country n;atioeuh; wei\! hoving unwpenoised at:.~ h> exJ10f1 controlled itc!lllS that 
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~:ould o:Mily be conceulcd and r<moved from U.S. Govommelll pretniiii.'S, The 
theft of an cxpon .:ontroll~d il~m cleJ~rly Nsult.c in the ''rtlease" or '1ran~f.:r-of 
technology from which tlll:hnical d11ta can ~ derived. Step; need to b.: W:enlo 
1!1\~urc liUc:h thc fls1rm~rcn~ of dd\:11.~0 article~ du not occ .. r. SrccifiCally, ha,·ing 

lniMupcni~cd .ac.:c'~ to ~xrort control!.ld item.~ thAI arc 'nl411 enough to~ cuily 

t'On.:cai.:<J !."'uld n..-sult in Ill CXpor1 if they arc Iuken OWO)' from C11mp i\riljan. 
l>LA Disposition Stnicc~t l.ll)t}I:~Jnj with tb~ drnn report lhot better pecounlahility 
proc«<urcs need to be implemented coupled with bellcr suptn•ision lo prevent 

l~ft or thlltlO expoo controlled items. 

DL\ D~poeiition Set\'ices COI)curs ''ith the <hJ\ report' s n.•commllndatioo thllll 
OF ARS cl11~ 2S2.204-7008 ~Nctb to be impknl\:nlo:d in C\lrt.:ntllld lutUI\! 

solicitalion$ of this nature. DlA DispO!Iition Scniccx also coti .. "Unl with tho: inlcnl 
or R.:comm .. 'll<blion 2, Ill :uldition;sl 0\\!Bighl. tniningllld K'Curil)'. a$ wcii :~S 

p.eriodic: 0\SkltllnlCills of Cot1lplianct with Federal export rl:'JUil\!ments is 
appropriate to Cll3li'C: thai CXJ)Ort controlled item.~ or inronnatioo do nol e~it the 

yard nr po~t. DLA l>ill{ll)~<ilion Scn·i;:.:s non·COIJ\:III'll. a.~ 1104\ld Above. wilh tho: 
ration• I.: for that Rc~ommcndatiort. pani .. "Uiarty the 11SIItlmplion5 ro1lanliJl& C'-putl 
etllllrullo\\ li. n:gulations. and guidance, as the vie\\ ing and handlil~i or cxpon 
controlled property or inrOilllAtion in a superviud cn\·ironnlolf\1 wi ll not resuh in 
lh\J export or d.!fcu~c articles or tc..-~hnical dat:a under cxU.ting regnlal iou!> and 
guidilJJC(, 

R~cnmmcndnl jon: 

Ji.J . We re .. -onu••end the DtJffior, l)efenst L.ogi~t ics Servico:~ A&-!n.:y Disposition 

Scn•icc.c. require the Chief. at Camp Aritjan, a.~ appropriotc, impi.!mcnl 
pmccdUI\!IInt the OR~IO and in futi.II'C contract~ to v~Tify that the r.:o:.: ivi~~g 
officials an.- ch&llc:nging and cha.ngiug qu.:stion:~blc condition code' :md 
challenging inaccun~te unit prices with tl...: gcneruting acti,ily. 

ConC\Ir \\ilh the: inlent of tl~c: n.-c:ommeudation. DoD 41 60,21-t.l Chapler 3, 
Jlaragroph D.4.h.(2) (Fc:bmal) I 4. 1995) providu I hat Di•I)Oliition Sc:rvK.-.:. 
pct&Otllh!l niA) ehaugc 111d ~W~ign tb.! ~propriate Supply Co.ndiJion Code (SCC) 
tOr non-t.:chnical item~ ~;uch ._, general hardw:aro:. clflthlng. tools and fl•11itur~. 

Whcnlflllropriatl!. the ()i.~ition Scn•iecs pcn.OI\OCI Willl\!·l.l.~~isn sec and 
acquisiti011 \.'0515 ror Sllllfl'!d prop..'11y. It is noiJ;:asiblc for Disposition Sen•~ 

cmploye..-s at this ~ite to h;we lhc: t.: .. -hniclll c.''(!CrtLq: and ~sting cap:~bilit~ to 
ad<qualdy ltUCss theservic.:ability of technical property. or to .. :asily chulk.-n~ 

th~ acquisition "lluc of all i&.:ms N«ived. Who:n tho: acn~llling •~ .. i\'ity point of 
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conln.:t is nolaYnilnbl" to the DRMO to challenge lito eondition code initially 
usigued to tl~ property, lhoe DRMO will COtllinue to coordinate with locally 
;1\'uihlbl~ DOD r~:~<~urce~ to roaximize r~:utili~olion of proporty n.:eckd hy OOD. 
Oov.:nnucnl Oil-Sit.: pcr.<onool will continue to challenge qu.:!ltionabl.: cooditiosl 
codes and acqui11ition Vll.lucs a~< Utcy on: discovcn.'<l as appropriate. 

Rccomm.:ndMjon: 

f .2. 

Rcspot'IS<: 

We r.:comm.:tld the Dil\.'\!tor, l'kf.:su;o: LogistiC!~ Senrille$ A~'lll:)' Diaposition 
Services. in coordinlllion with L'.S. :\msy Central. implcm<.'fll proc.:d\INf lbAt 
reinforce d~c: ll.e3dqaw1c:rs. D<partment of the Anny guidance. titled 
"CI:L'IlliJitllion llld Tum·in of h.:ms to DRMS,., October 16, 2009. 

Con~= with th.: iotrnt oft he n:comntendation. OLA ~position Service. 

,ersonnel will continue to train our customc1'11 in Jraq and Kuwait on proper tum· 
in proc«<ures, for example. to tbc maximu111 extent pra .. :ti.:abk. \\0: utili7..: 
.::q><:ditjon.y Disposal Remediation Tc80\$ (El>RT$) to LUiJI Anny pcnoonnd 111 

forward ~ting ba&cs in lr.~q: and. !IOnl<) of thia Anny rroporty il' Ahiw.:d 
dirc:.:tly to Can1) 1\r{QM. Kuw:1it , 'Ill.: role of the EDRT is to ~t..::~to: ;md assist 
unilJ on property tum-in r~:qui~m<.'lll$. They ue an im'lllu:abl~ IISliCt thllt he! Ips to 
rcduc.: till! number of improp.:r equipment tum-ins for disrosaJ. 
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