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- SECRET -

March 22, 1960

< £RORANDUM PO THE FILE

4, T, Samuelson, Director, CiAD, amd E, 1, Pakl, Supervisor,
CIA audit, met onm March 21, 1960, in Mr, Samuelson's office to
aiscuss the GAC abasdt =2t CIA,

Yahl exrressed the oriniom besed on our work to date under the

restrictions placed upbn the audit by CIA it appears that opnly a

very limited comprehensive audit would be possidble, and st no
broad evaluations of CIA activities would be possidle, To firmly
support such an opinion, however, Fehl suggested that it would be
necessary to rerform (to the extent possidble) at least one limited,
and one general evalustion of CIA activities,

The principal restristions on the CAC audit of UIA activities
are as follows,

1, The audit wil) heve to remain outside the srea
of sensitive security operations,

<, The Agency regulations setting forth the rolicies,
procedures, and practices under whish CIA
activities are conducted are not avalladle to GAO.

The first restriction means thet the GAO will not be per-
mitted to review or audit the CIA clandestine activities or the
activity of an administrative organization where sa the activity
of such organization is in supyort of a clandestine activity.
Where such an adsinistrative, or support, organization is imvolved
in the suprort of both clandestive and overt activities, GAO will
be permitted to review or amiit only the overt activities of such
an organization

The second restriction means thet the regulations issued by
the beputy Director for Support (DDS), or the Director of Central
Intelligence (DCI) and setting forth the rolicies and yrocedures
of the CIA are not available to 820, The only exdertion tc this 18
the general organizational material on the tain CIA organizatio:sl
groups and on the intelligence &nd sum%"c" ﬁreas in particular,
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We were advised by the DLS trat this was necessary because the )
rolicies and procedures on both clandestine and overt activities
are 80 intermingled in the regulatory issuances that 4t is not
poesible to sterilize them for GAO use. The DDS has agreed that the
GIA policies and procedures on overt activities would be orally
made available to G&D. Kecently the internel instructicons of the
#lacal and Pisance Divisions in the Office uf the Comptroller

bave been mede availadle to us on a selective basis, with the
selection being mede by CIA,

Yahl suggested that, if Mr, Samuelson detercines thet the
audit is to be continued, we should have & GS 12 or 13 compre~
hengive auditor, and a payroll auditor assigned to the CIlA audit
staff,

Fahl suggested a peyroll auditor simce the bulk of the overt ‘
dollar obligations (Fiscel exrenditures gharged to Fiscal Allotments)
are for personsl services, 3ased on fiascal year 1959 obligational
data, it ayprears thut, as CIA had previocusly informed us, about
30 percent of CIA obligations are &gainet overt allotments and
are generalYy subject to GAO auiit, However, 77 percent of
1959 ¢vert dollars are for personal services (82 percent including
Civil Service contributions), leaving the remaining 23 (or 18)
percent for all ather categories of obligations. Through a
rayroll audit we could account for the great bulk of overt dollars
and & snbstantial amount of the total CIA dollars,

Based on the 1959 obligationel data, the Office of Communi-
cations is the largest supyort activity, and the Office of Logis~
tics is the second largest support activity, Ii is believed that
the Logistic operation would be more susceptible £o audit under
the rresent restrictioms, A heavy GS 12, or & 13 comprehensive
euditor is necessery to work with Pahll in meetings with CIA
officlals end to perform contract audit work in chistics with
perhnps the assistance of Mr, Williams,

Hr. Samuelson agreed to try ami free an AEC - cleared GS.12
from other audlt responsibility for about 4 to 6 months assign-
ment on the CIA audit, 1t was estimated that it would take from
4 to 6 months:to complete say 2 limited audit of contracting in
Logistics and perbaps, also, & broad evalustion in an area such

 internal audits and other internal reviews,

Mr, Samuelson adviaed that he would eriange & mceting with

Hr, Wwhite (Colonel), DDS, for sometine next week, for the purpose
of introducing Mr, Abbadessa to vol. White,
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for the purpose of discussing the possibility of quick clearances
of additional audit staff, and %0 disocuss generally, perhaps,
the present awiit and the present audit restrictions,

by. Samuelson agreed thut we had been led to belleve in
several meetings with Cia Support officlals and the CIA General
Counsel that the regulatioms and other docurentation setting
forth the policies, progseedures and practices under whick CIA
and its operating units oarry out their responsibilities would
be availabler for GAO, He, ir, Samuelson, does nat believe that
our audit can be brought to any satisfactory comclusion with~-
out these materisals,

E, L, Pahl
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