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THa GINSRAL BOARD
UITED STATIS FORCHES, AUROPLAN THEATER
APO 408

STUDY OF THE ORGANIZATION AMD OPSRATIOL OF
ARLY LXCHANG. SHRVICS

Clis I-Ll TSR T

i LOJIO0N ALID ORGANTAATION OF ARIY wzCHaRG odRVICL

5aCTTON I

MISHICH OF ARMY WXCHANGE SARVICE

l. The General liission of Aray #xchange Service, A
swimation of the mission of Army Sxchsnge Service, puropean
Theator, based on the purposcs oxpressed in AR 210-65 for
the establishment of Army Bxchanges, follows:

a. Mo supply persons to whow salcs are authorized
through exchanges, financed by non-appropriated funds,
articles of necessity and convenience, not supplied by the
Govermicnt; to supervisc all revenue producing activitius;
to make availakle from profits, subject to established
limitations; funds which may be used to alford military
personnel additional facilities for comfort, recrcation and
amuscrient; and to contrituts to activities whioch will
foster and incrcase the physical and spiritual welfarc of
mnllitary porsonnecl.

2. TFhascs in Accomplishuent of Mission: Thoe broad
mission as stated above was accomplishcd with varyiag
degrees of comploteness during the different phases of
opuretion 1n tho Theater, Duc to liwited available ton-
during the prewinvasion porilod and fron D-Lay until
VE-Day, the Aray sxchange Service concentrated primarily
on the supply of basic articles of nucessity, not supplicd
by the Government, Altuougli there were provided for salco
some £ift artieclus and iters of souvenir wvelue, as well ag
limited supplices of soft drinks and beer, such types of
nerechandise were considerad to bo of sccondary liiportsnce,
With the advent of VE-Day a much morc extensive exchango
service was lnauguratod. lierchandise of a typu not pru-
viously sold was provided inclucing gift and novulty
itoms procured from neutral and liborated countric an
oxtensive program was ¢stablished for thoe productlon and
distribution of soft drinks and becr, and more cxtensive
provision was made for soda fountains and sundry scrviocus,




SECTION 1T

o1

LIQUIDATTON AMND REACTIVATICH OF ARMY EXCHANGE SERVIC

3+ Tewporary Discontinuance of army Ixchange Service.
a. The Arny Exchangce borvice, suropean Theater,

operated from January 1942, the tiwe of its inception, until
Septenber 1842 whan its wission was transforred to the
puarternaster Corps and guarterraster Sales sStorcs wers 2s-
tablished under suthority given the Theator Coumander by the
War Departient, It was ordered tiumt exchange personnel he
transforred to the Quartermastor Corps, and that a board
of officers be constituted to determine the value of supplies
to be turncd over by Army Sxchange Scrvico. A copy of the
cabl: authorizing the discontinuance of c¢xchangue opurations
is attached as Appendix ilo.l,

bs Aveilable records do not cluarly scet forth all
of the basic reasons prompting thoe discontinuancs cf Army
Ixchange Scrvice; however, it is indicated that two roasons
advanced for the action wurc:

(1L} DPersonncl availablce was very inadequatce
and wasg only partially trained in depot operation
and procedure.

(2) The Ariy Txchange Scrvice was paying
high insurance promiums and this, in conjunction
with pilferage factors, nscessitated very high
mark-ups on goods handlod.

Lo ILiguidation of Arny Ixchange Servieg. Aruy Bx-
change Survice formally discontinuud its opurations as of
25 Qctober 1942, and liquidation procodurces were bogun.
Under the supervision and control of a board of officers,
inventorics were taken, voalucd and scld to Quartoruaster,
an gudit of the accounts was made by & Tirm of eivilian
accountants and distributions of funds out of accumulated
carnings up to February 1943 were mweds to units, T
nmaking the distribution to units, the supervising board of
officurs proscriboed that only 75% of the accunulatod carn-
ings be digtributed end thet the venainder be rotained as
working capital Tor a now Army Txchange swervice oporation
which, bascd on dovelopuuehts in carly February 1943, was
clearly to be establishod., In following this proccdure a
suml in the approximate amount of 700,000,000 was retaincd
to serve as initial working capital of a nuw opuration,

5, Regotivation of Army Exchangs Scrvice, Attached
as appendix No.2 1s copy of a lutter from The Var bLopartment
dirceting the ro-ostablishment of an exchange operatlion in
the Buropcan Theater. On 24 April 1943, aduinistrative
Circular No, 11, Hg,S50S, JT0OUSA, copy attached as Appondiz
No. 3, was promulgatod dirceting the reactivation ol Army
Exchang: Svrvicce in tho Buropean Theater as of 1 kiay 1943,




SECTION ITT

RESTONSIBILITINS AND ORGANIZATION OF ARMY BXCIANGE SERVICL

6. Rugulations and Dircetives Fixing Responsibilitius,
a. The principul basic rogulations and directives
defining the responsibilitics and broad methods of operation
of Arwy Bxchange Service in the Buropcan Theater were as
f'ollows:

(1) AR 210-65 {(Tuntative) 1 July 1941;
AR 210-65, 19 March 1943; AR 210-65, 1 Junc 19ik;
and AR 210-65, 12 Junu 1945.

(2) Administrative Circular No,1l, Hg $08,
ZTOUSA, dated 24 April 1943 - AppendiXx No.3.

(3) Administrative Circular No.93, Hq BTOUSA,
dated 6 Docember 1943, Appoendix Ho.lk,

(4) Circualar Ne. 53, Hq BTOUSA, dated 17 May
1944 - Appendix Nol.5. .

(5) Circular No. 108, Hq USFIT, dated
6 August 1945, Appendix No. 6.

b. Duc to special conditions vxisting in the
Furopsan Theater and more cloarly to deofine responsibili-
tics and procsdures, the provisions of AR 210-65 wura
modificd and supplonented poriodically by the various cir-
culars citued, copics of which are attachod hercto as appun-
dices, Of course many other comuand and techanical
dircetives were issucd coverlag the operation of Army
Exchangs Scrvico but those cited served as the basis for
defining rosponsibilitics and broad operational policius.,

¢, The primary rosponsibilitics of Aruy lixchangoe
Survice were in substance the sauwe throughout the whole
period of cpcecration although they wore definod with varying
degrcus of completencss in the soveral circulars issucd,
It is belicved that Cirecular No, 108, Hq USF4T, catod
6 Ausust 1945, the final dirveetive issucd, fully outlines
tihs rosponsibilitics imposcd and rather than to snumcerato
sueh responsibilitics reference is made to a copy of the
circular attachod as Appondix No. 6,

7. The Gencral Crganization of Army FExchange Scrvice,
The Chiof, Army Hxchange Scervice, as a staff officer of the
Commwanding General, Theater Seorvicc Forces, had juris-
dietion over, and provided staff supcrvision for, the
operation of all Army Exchangoe activitics in the Thoeater,
lJach arca cowrmand (amiy, advancc scetion, base svetion or
other auvthorized command) had an oxchange officer on the
spueial staff who had goencral suporvision over the vetab-
lishuent, operation, managomoent arnd liguidation of all
vxchange activitivs within the arcs, Exchanges wore
oporated under the supervision of an oxchungs council and
gxchange officcer appointed by the post, camp, lnstallation
and unit commanders. With & fow isolated cxcepbions, no
provision was made ln unit tabdbles of organization for ox-
change porsonncl, 3




8, Orgenization of Army Exchange Scrvice, Thuatboer
Service Foreos. &, Albtnougn tho primary rosponsibpility of
Ths ThuatoT Lxchange Officor was that of providing staff
supervision for the opsration of all Army gxchango acbivi-
tics in the Theater, oxperience proved the necessity for
cintralizing cortain operationel activitiss to more succoss-
fully accomplish tho mission. The principal cperational
functions porformed were:

(1) Maintonance of a contral accounting
system,

(2) Procurcment of gift, novelty and
souvenir itoms.

(3) Operation of photo finishing plants

(4) Operation of a merchandise rupair
seetion,

b. The functicnal organization chart submitted as
Appondix No,7 sots forth thoe organization cstablishoed to
discharge the supervisory and opcrational functions puer-
formed,  Although therc was some variation in the structure
of the organization during the period, duc to changing
requircments and conditions, basically that shown by the
chart was in e¢ffcect,

9, Orgenization Within Arca Command(army, District,
Sgetion), There did not oxist within the arca coumnnds
any uniformity in the organization sct up to perform the
dutics imposcd. It was thoe responsibility of tho exchange
officer of cach arca to so organizs his assignod personncl
as to discharge tho responsibilitive with which hu was
charged, The basgic rcason Tor a lack of uniformity in
organization was the lack of an cstablished T/0 to carry
out rusponsibilitics imposcd.

10. Organigzation for Oporation of Oxcuunges. . Rach
uxehange wstablishod, which might consist of mobile units,
branches and suberdinate activitics, was under the oxeeutlve
control of an vxohange officur appointod by the post, camp,
station, installation or unit conmandor, To suchi oxchangu
officer wore assigned assistant uxchoange officers and
cnlisted men, It was required that there be appointoed by
the unit commander an Exchange Council to act as a supor-
vigory body in tho cexchange opuration,

b. In the vnit oxchange operation thure was a
great lack of uniformity in the size and structurv of the
orgenization to carry out the assignod nmission, with the
result that many timos wmen and officurs were roesponsible
Tor an activity without having tho nccessary personnul to
properly safoguard cxchenge asscis and to waintain propor
accountability. This factor was also reflucted in the
inconplaetoness of scrvics rendoered.



S3CTIOW IV
ITLACE ARYY IXCHANGE SERVICE AND SPECIAL SERVICES HulD IS

TIiT SPACIAL STATF ORGANTZATION IN ZUROPHAN THRATER

HEADCQUARTERS AS CCLPARSD VITH THS '/sR DEPART~

LENT ORGANIZATION

11. At var Departmont Lovel Army Zxchange Scrvice was
made a part of Speeial Services Division, Army Scrvieco
Foreus, It is undcrstood that this aection was taken in
ordur to mory closcly conncet thu financing of asthletice
and Reercation Scetion of Speclal Yurviecs with the army
Txchange Survie: as o monsy moking enterpriss, It is noto-
vorthy that in the Europoan Thoutur os woll as in certein
other ovsrssas thoaters it was not docmoed advisable to
pattern after the War Department orgonizotionnl sct-up.,

12, Tho Possible Advantages and Disadvantages ol coni-
btining ATy Zxchange Scrvice ance Speelal Bervices in the
Zuropean Thoater wore given special consideration, Humsrous
confurencus were held by G-1, AT0USa at whiech the Chiosf,
Army Ixchange Sorvice and the Chief, Special Scrvices woru
prosoent, Following thiese conforcnces it was concludoed
thaet no maturial advantages would acerus from such an amal-
ganation and that ecortain disadvantages would rusult,

a, It would not have beun possible to find staff
personncl possossing the qualificntions roquired for
Sp.einl Scervices activities and Amy Exchange operations,
For instance, an othlotic dirvetor might find hinsclf
chargod with the responsibility of supervising tho opur-
ation of a multi-million dollar a year businuss, or vice
voran a trainod ouxehange officour wight be reguired to super-
vise an oextonsive athletic program without any background
whatoever in such an activity.

b. Army Exchango Scrvice, bsing an important
morale Tuctor, could opurate more cfficlontly whon report-
ing dircet to G-1.

¢, Supply is an important factor in the officiont
operation of wxchanges hunce dircet dealing with G-4 wgs
duslrable,

d. The fact that Army Exchange Scrvice 1s strict-
1y a busincss unturprisc, coupled with the roguletions
governing its opuration, made it noovssary to adhers to
sound business principles. Speeial Sorvices, dupending
in a lerge moeasurc upon profits of Army Exchange Scrvicu
to financy athletic and reercational activitius should not
be plac.d in a position whure unduc influcnce night be
vrurcised in the hendling of Arny Exchange Service funds,



13. Joint Supcrvision of Activitius. & groat many
installations wors operated throughout the Buropuzn
hoater ander the joint supervision of Spocial Services
=ud Army Exchange Service. Those instollations woere
known ns tho "GI Joe" {not the roadside freilitics pro-
vidud for Tood but large isstellations in eities) or tho
"GI Gerden™ type of oporation, It wag found that the
nost officient operation resulted where Army Exchango
gorvics attunded to the businoss side of the operation and
Sopuelal Sorvices provided the entortainmont and recroention-
ol part of tho operation.




CHAPTUR II
PLRSONIIL,
SiCTION I

ADUIINTSTRATIVS PoRSONNAL

14. Comununications Zonc Headquartors. a, From thu
inception of Army IZxchange Scervice in the Buropean Theatoer
one of thu primary difficulticvs cncountorcd by the Theater
sxchonge Officur woas that of obtainirg sufficicnt allot-
nents of competunt and trained military personncl to dis-
chargs properly the supervisory and operationsl functions
for which h¢ was rosponsible,

b. lidlitary porsonncl was supplerontod by
civilian cmployces to the maxinmun dogroc possible, however,
thiere were obvious limitotions on the functiens whica they
could perform during a period of opcration. While the
Hoadguarters was loeatud in England, British civilians woroe
aniployed. With tho advent of D-Day and the subscguoent
nwovuent  of Houndquarters to Parls wany of thoe British
civilinans cmploycd 1n Englend were brought to Paris, Fronch
civilians were cmployed and Civilian Technicians werc
brought over from the Unltoed Statos. The major portion of
the Civilian Tuchnicians cmploycd woere utilizod in the
Fiscal Division although o fow woere usoed in other activities.

¢. llany timoes the military personncl assigned had
no previous cxchange oxpericnce nor cilvilian backgrounds
which would quelify thom for uxchangu work. This con-
dition ruquircd the devotion of considuruble time to train-
ing during a period when personnel should have boun
operative and often rusulted in the nocussity for making
fr.oguent replaconionts.

d., Duc to the inadcquacy of traincd porsonnul it
was very difficult for the Tacator Exchange O0fficer to
discharg. fully his rusponsibilitivs and to uxurcisu tho
moasure of supurvision over cxchaorge cctivitics in the
Theater considored desirebloe. This was particularly
cvidenced in the following ruspects:

{1} Theroe was, duc to a lack of gualificd
persenncl, iansufficicnt reproscentation in the
fie¢ld, resulting in:

(a) A lack of full knowlusdge of the
opurational difficultivs bulng vncounturcc
and thus insufficicnt or no action being
takon to c¢ffuet their corrcetion, As a
result, incomplote service was rendered thoe
soldier.



{b) A lack of sufficiant coordination
beteun arca exchange officers anc the Thuater
Exchanges Officour rosulting ofton tincs in tho
conduct of operations in o nanncr contrary to
prusceribed proccdures without correetive action
being taksn for long pericds of timo.

{c) Tnsufficiuvnt suporvision of pursonncl
in Arny Exchange Scrvice warchouscs and in unit
exchanges on the proper ncthods and procedurcs
to be Tollewud in preparing sccounting docu-
meats and reports..

(2) Dircetives and standard opursting pro-
cedures for guidance of the ficld operations were
Trequently promulgated long after thoy were actually
ruguired,

The prograt. of local procurcncnt of ro-szlo
d not rcaech tho proportions it could havs

(3)
tons di
ad qualificd buyers been available.

o

(4) The Pilscal Division was at times delinguent
n its functions by throec or four months.

e

15, Base Scetions. a. It was the general rule that
within Basc Scetions thore was not suffilcient porsonncl
assigned to the spocial staff exchange offiecwr to discharge
the supervisory rfuncitions for which he was responsible., As
a rulu, duo to non-availabnility of ULrained porscnncl, the
personncl ¢ iqnud to tho staff oxchang.e officcr had no
Provious U"PurlunCu in e¢xchange work and was not teehnicolly
cunlified, making neccssary o long peried of training.

b, This deficivncy in pursonncl resultud nauy times

{1) No inspections buing made of unit cxchange
opuretions with tho result that incomploete and
inadequate cxchange operctions woeru permitted to
cxist. In other instances cxchanges wore allowed
to oparate in a wmonner contrary to proescribod
pr ocuCures.

(2) Zailurc to dissaminate propoerly to unit
cxchunges operating policivs wnd procudurcs
gstbablished by hizher cuthority.

(3) Tailure to oxurecise proper control over
Army BExchange Service distribution points and bulk
dupobs within the Scetion.

(4) Tailure to familiarize properly new unit
oxchang: officers with thu procedurcs for thoe
“ﬁt“bllshmunt and operation of thelr cxchanges,

¢, In noting the above deficicvnclcs, 1t is pointcd
out that the bosu svetion cxchange officers did, as a
gonurel rulo, discherge their rusponsibilitics to thu gruat-
48t degrov possible with thoe limited porsonncl aveilable to
then.,

8



15, Army Headquarturs and Divisions. a. Thuere was
no provisicn on the T/0%s of Arny Headnquartoers and
Iivisions for Army Exchange Sorvice administrative person-
nel. To 111 this deficicney it was genorally truc thot
the armics, during the poriod of hostilities, assigned but
onv officur to purforw the Army Exchange Service zdminis-
trative functions, Provisgion of but onc officer for this
purposc proved to bu wholly inadequats to cope with thu
problems proscented. With the advent of VE-Day and just
prior theroto additionul pursonnel was assigned to the army
michange Survice Scection with the result thut a corrus-
vondingly improved cxchange survice wos roeflocted.

b, In ths casc of divisions, pursonncl provided
for cxchangu work was for operctional purposcs only and
thors wers no known instancus of provision of strictly
administrative personncl.,

SECTION IT

OPSRATIONAL FPRRLONNGL

17, Unit FExchanges, a. The provision of conpotunt
and adoquate personncl for thoe operation of unit cxchangos
presented one of the major problcows of Arny Zxchango Survice.
With but fow cxeceptions thore was no provision in the uanit
T/0 for cxchange personncl, In making the appointuunt of
oxchange ofTicers it awnpuars that too often insufficicnt
consideration was given to the qualifications nucessary in
an officer properly to conduct an oxchtinge operation and
to the rusponsibilitivs attached to such assignucnt. A
gonbinent woas cxpresscd by the Thoeater ixchongu 0fficur,

. cortain of his division chicfs and by scveral Bose Soction
Zxchange O0fficers that:

{1) Tho averoge oxchange officor appointud
did not possuss thoe nceecussary boexground and
busincss gualifications to oporate an ¢xchangu.

(2) Too fruquently uxehahgy officurs rucuived
thu uxechonge assiguent in addition to other dutius
with the result that the provision of oxchnage
service becanle a sccondary mission and consistud
many times of nothing siore than s limited dis-
tributlon of supplivs frow a truck, Exchunges
worv not operated in accordancs with pruseribud
procedurcvs due to o lack of time on the part of
tho exchengo officor to foniliarize himsclf with
existing dircetivos, and cccountablility rusults
were too often unsatisractory.

(3) Bxchonge officers were too frequently
replacsd with the result thot officlency and
servicue waere adverscly affocted.

(4) As a rulc insufficiont onlisted purson-
ncl wes agsigred to unit cxchonges to provide
adcquate scrvicue,



b. Whure conditions permitted and cxchange
instrllntions were static, civilian pursonncl was utilized
te nuguont military porsonncl in the oporction of uxchangus.

¢c. In thoe fow instances whoere provision was nadc
Tor cxechinge »versonncl in the T/0 of units it was found that
the exchingoe scrvice rendered wos usually supcrior to that
found in othor units. This can doubtless be attributed to
the frnet that the exehnnge officer was given full time
rosponsibility Tor cxchonge work cnd SufflClult troined
cnlistod personnel to rundor cowplete exchonge service.

18, Warvhouscs. a. Since under the operction in the
U.il. unit cxchingoss drew all ot thuir supplics from Guarter-
mastur bulls dvpots, ne pursonnsl was roquircd by Aray
bxelang.: Scervice to opernte worchouscs.

b. Undsr the proccdurcs adopted for the Contincn-
tal opuration however, persoincl were roquirsd to oporate
Aruy Bxchangs Sorvice distribution points (EX DP's). Army
gxechiage Service belng a non T/0 crgonization was without
ussigaed personnul to opuratu such instellations, therelore,
to mset the situation, orraongeecnts wore mede with the
Aunrternaster Survies whercby two Quartermastor conpriales
wol'vy lonned to Army IDxch.uge Sorvice for opoeration of Shoe
PX DE's Thusou Lwo companivs wers placed undur oruy
axeh qgu Service for operetionel control but cdiainistretive-
ly runnined under control of the Quart:rmastor, Coumauni-
cotions Zonu.,

¢, Ono of tho ccmani 3 was well troined and
quickly absorbed the Amy Exchonge Sorvice systom of
op ru‘_ou. In ths cnse of the othor cowpany howvvu_, it
was orisinnlly orgunizoed e o Rollhond Compeny ond was
Jntirqu unlatelliny with the operution of arwy Sxch.nge
Sorvic. type imstrllintions, It was, tiwrdfore, noCussury
to spend o considersble wsowst of titic ia troining,
Inasiauch g the Roilboad Conpany was nssigned in the carly
stoges of the Continuntnl opuration it cventuclly beciuue
o w,l troined group.

d. In the lattor stoges of tho operation on thu
Contiucnt two cdditicnnl Quartcrncstor platoons were cdded
for use in warchousing netivitics, Ti.e plotooas hod been
opursting s arey Dxchange Scrvies sulus platoons in
gupnort of the Suventh arTiy 2nd woero acquired by aray
Bxchonge Scrvice for operntional control ot the tine tho
Southern Line of Comwmunications waes serged with the
muropunn Thentor of Onerations.

c. 4Hddibioral IX DPF's werce constantly being
opuned reguiring that the delsoancl of the two Quarter-
master coumpanics bo brokun down to opurate the now instal-
1ntions, e rfaet thet the po r001nul was not under the
aduinistrative contrel of Aray dxelhang. Scrvice often
régultsd in considerable difficulty in soking tho nocussary
translors,
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£, Upon dissolubtion of Advancu Seetion Comruni-
cation Zono, the Arny Exchunge Survieos Miobile Dotachuent,
which wes ossigned to thuot Scetion and is conzivntoud upon
in Choptur ITI, Suction V,.of this roport, was maintainced
intoet ond was utilizod to operate static Arny Exchange
Servics warshouse installations, For the nost part the
Dotochuont was usud in the operation of bulk warchousces
which were cstablished to handlo loezlly proecured ituins and
supnlics and cquipnent procurcd by Amy lxchoange Servico
frow the Unitud sStates. Thy detachmoent was nssignoed to
the Seine Scetion and through the Scine Soetlon Ixchonge
Officor it was possible to cxorcisc dosireble administrative
control.

g, With the odvent of Vi-Day and the subsoquent
reduployuent of troops, tho lack of qualificd and adcguatoly
troined personncl constantly cndongered the operation,

Many times cortain installations wore in dangor of couplceta
closing., This situction could have beon avolded in &
lorgo mscsure had the personnsl been under the adizinis-—
trative control of Army Exchangs Scervice in that records of
individuals would have boun available and provision mado
for changes in advancae. Had it not becen possible to £ill
gops in worchousc personncl by waking immodiato assignments
of personncl from the Arny Ixchinge Sorvice Moblle Detach-
ment, over which Aruy Exchonge Service could sxcercisc
administrative contrel, suvrious operctionnl difficultics
would have oxisted, :
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CHAPTZR IIL
SUPPLY

SACTION I

PROCURILENT BY QUARTERMASTER SURVICS FROL ZONE OF

INTSRIOR FOR aRhY AXCHANGE SERVICH

19, Dircective Bstablishing Procedurc. Under the pro-
visions of Vor Departuunt Circulars no. 26l, 2¢ august LS45;
285, 8 July 1945; and 245, 7 October 1943 (Circular o, 261
guporscded the two lotter eirculars cited) the prineipal
portion of iteris decmed essocntiel for oxchanges ovorseas.
whiech were not obtaincble locally, wers supplicd by the
Quarternngter General fron gtocks in tho United Stotes. The
itoue thus procured were itomized in the eitud clreulars.

20, Proccdurc in U.X. &a. During the period of
operction in the U.l., Quortermoster headquarturs wors
locoted in Choelbenheowr while Arny Exchange Scrvice huead-
quarturs were in London, 97 wmilus apart, so that it wos
neeessnry for Aruy Bxchange service to place with the Quur-
ternastor two liaison officers to handle the large nuwber
of mutual probleas that wers constantly crising.

b, Ariyy Bxchanes Sorvice ru-snle supplics as
listed in the circulars cited cbovs were roegquisitioned by
the Quortcraaster, The requircnents wers ceonaputed by
Quarterwaster and subidtted to Armuy dxchange Scrvice for
concurrence bufors the zetual requisition was written,

¢, Beecausy of the deteiled informotion and control
being located in one city cnd tho army Bxchangs Scrvico
headquartors in ecnothor, it was not possible for army iGx-
change Scrvice officers to have on accurats knowlodge of
supply luvels, dugs~-in, afloat and on order during a peried
when such information was highly essontinl,

¢. Laocking any procedont ond faccd with the nocus-
sity of close cooperation, Ouarterunster ond Army Exchang:
Sorviece cvolved a plan of responsibilitics reduccd to
writing, known aos the "Detail Plan®, copy ottoclicd &b
Appendix Ho.8. This plan, with minor alterations based on
axpurivnee under working conditions, was followud from
Fobruery 1944 until the foenl point of opurations wasg moved
fron the UK. to she Tontinent in august 1G44.

21, Procudure oa the oatinont, a. In ordur to meot
tav ncods of ohanging conditions, shortly aftor -oparations
had bssn transforred to the Coatinent a now "Detail Plan”
was worksd out between Quartermastur and Aruy IExchango
Service but it was not reduced to writlng oand signoed ag was
the original,. Major changes arc listud below.
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(1) Army dxchonge Sorvice actually couputud
and prepared the requisitions that wont forward
to the NYPOR over Quartcernaster's signaturce.

(2)  Ariy Exchange Scrvico bid (subnitted to
G-4) for tonnage of both arny Exchange Survice
ownod supplics and Quartorucster procurcd itens
end prepared the priority lists governing the
order in which all itens were Lifted froo NYPOE.

(3) Aruy Exchange Scrvice bid for tonnego
allocentions for Quartermaster and Arny Ixchange
Service itong which were shipped fron the U.K. to
the Continent.

b. In ordcr for Army Exchange Service to purform
the above added functions it wos necossary to wstoblish
within its Procurciwent Division a Reguiruuments ond Roqui-
sitioning Branch nnd to maintein nuncrous records, tho
principal oncs of which were as follows:

(1) tlonthly inventorics of all Quarternastoer
bulk dopots and Arwy Exchange Survice distribution
points.

(2) Rucord of merchandisc on order but un-
shipped, by itou,

(3) "Dus-in" record showing itous aflont
(loaded on o ship but not discharged}.

(L) Ship situation rcuports which provid.d
inforuction oun'the uxeiet loention and status of
sach ship carrying Zxchangs supplivs and vquipuocnt,

¢, 41l of the rocords and inforuation listed
above wore kept by both Quarteruaster and Anay Bxchongo
Servica. Lxporiznce proved tho necessity for ncinteining
such records by Arny dIxclicnge Scrvlcs oven though there aid
exigt o duplication of work.  After VE-Day, however, when
supplies becaue couparatively plentiful wnd shipping spocu
was no longer ot a proniwr, Quarter.aster asswicd the full
rosponsibility for procuring the suppliss listed undor
parngroph 2, Cireulsr Wo, 261, Wer Dopartuont, 29 August
1945 and Arny Bxchange Scrvieg discontinued the nindintenancc
of raocords which duplicated rcecords kept by Querteruwstor.

22, The Principal Lifficulty expuriuncsd in conncction
with the procurcuent of supplics by Quarteriasgter for aray
Exchonge Scervice was the wointenance of proper stock luvels,
and nors particularly tlhe maintonancoe of proper stock
lovels by brauds in order to nocet conswier demiend.
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SECTION IT

PROCURI .GHT FROM 40Ns OF INTSRICR

BY ALY G4CH.NG. SoRVICSE

23, Dircctive Zstoblishing Procedurce, The procedurcs
followed by aArnly BXxehinge Gorvice in bthe procuruecnt of
supplivs froo the gone of Inturior were ostablished by tho
sniie directives os thoso cstablishing tine proecedurvs for
procurclicnt of ar.y fxchonge Scrvice supplics by Quarter-
naster, conented upcn in the preceding Scction. The
itens procurcd by Arly Exchonge Scrvice were those duoiivd
egsuntial for the hoalth, welfore, cowfort or norale of
overseas personncl but which wure not itowized in the per-
tinent dircctives for Quurboriiistor procurauent and supply
or which wero netericlly different in grade or type froil
the ituus suppliod by the Queartermaster Goneral,

2L, Bxtent of Procurcl.cnt By Ari.y Exchange bervice frou
sone of Intorior. During the pre-invosion period and o1t a
short tiiw subsuquent thoercto, Aruy Exchange Scrvice
requisitioned only & few nocessary rusaile lteiws willell woroe
not supplicd by Ow.rturicster and o liaited awwount of
couinent, eck of zvedlaoble shipping spuece wns tho con-
trolling Tactor, However, os more shipping spacu bueniid
cvailoble end the aectivitics of Arny Exehunge Sorvios ware
cxpanded, vory substanbial quantitics of ru-sale rwrehandlac
and opurating cquipront were ruquisitioncd by arny dxeliango
Service, the value theroof ruaning into scverel willions of
dollars,

25, Guneral Proccdurcs Followud, 0o, ATLY Zxchongo
Sorvice reguisitionud supplics and cquipaont boeculis the
propurty of arny Nxchonge Survice upon dolivery by the ven-
dor to the NYPOU cnd since arily Zxchange Sevrvico opurated
withh non-appropristoed funds, accountability uxistoed during
tihe period sueh ituwws wore aflost, Arily Exchingou belXvice
¢id not opcrate any duepots or warchouscs in the U,X.; con-
scquently the ituis procured wero dirvetud to Quartoriastur
depots npnd finarncial scbttludcnt was crrongad LotWool ATy
sxehunge Scervice and Quarteriicrtor, With tho ustablish-
went of Aray Ixchange Service dupots on the Coatinent, it
was the purpose thit the supplics by shipped dircetly
thureto) howevel, nuch difficulty was chcountercd in this
egard.

b, Thero were naintained by aruy sxehango Sorviec
Turopern Theater the necessary records to deterpine itows
in transit end the oxaet steotus of 2ll ituns requisitionod.,
Filus, by requisition nunbur, containud the origina
requisition, the wditced copy as provided by tho NYPOWL,
phnsing of deliverics as sot up by the port, and all cablus
and correspondence with the port pertaining to that
requisitior., Aaditional records wure kupt indienting what
Arny Exchonge Survice itwaws were loodod on caeh ship, such
ns manifusts and teechnical soervice lists, and the port at
which the particular ship would unload, Othur rucords
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wore kept by itoem so that at 2ll times 1t was possille to
determine the quentity of any item that was on order,
ofloat or hod been discharged.

26. Difficulties encountored at the Ports wury mani-
fold. Sincec thoere were but fow Arlrly Lxcnange Sorvieo
operated dupots at the major ports on the Continent with
adegquate porsonncel for their oporction, wuch confusion
cxisted in thoe proper delivery of Aruy BExchange Survicu
procurcd ncrchandise and equipuient. . Although the ituens
were ploinly marked in aecordance with directives, thuy
woere delivered to depots of other survices, shous wore
delivered to Quortermaster depots, cluetric notors and
othur cquipnient to Ordnance cnd @nginoer depots, aspirin
and alka-sultzor to Mudiceal dupots ete, Also, large
guintitics of army Exchinge Service ituis woere allowed to
neewiulote ot continental ports mcking it necessary to
ossign Arny Exchange Scrvice rupruscntoatives to the najor
porgs to sofoguard such itews and to cxpoedite thoir nove-
1ent,

27. Suwanation of Doeficicncilcva, The prinecipal defie
cicnecies in thoe procedurces followed wero:

. A lock of Aruiy BExchange Scrvice oporatoed dopots
locoted et the mojor ports of discharge with adeguate per-
sonnel provided to assure prompt and propur delivaery of
rerchandise and sguipnont from shipside to the dopot.

b, Tho divided rusponsibilitics butwoon army
Exechnnge Sourviee and Quarbtermaster incident to the procurc-
ment of diffcrent typoes of supnlices resulting in much con-
fusion as to ownorship. Onu of the major probvleus which
facod Artiy BExchonge Scrvico was that of Arny Excheange
Surviece requisitioned and owned supplics being delivered
by ports to Cuarternastor dupots.

SACTION TIT

~LOCAL  PROCURERNT

28, Local Procur.ent Frior to D-Day., During the pre-
invasion puriod In lingland, procurw.ent of ru-sale gift
nerehondise was practically inpossible duv to rustrictions
on the nanufocturc of such itews in Britain, offorts of
the notion being concuntrated on the production of war
natericls.,

. 29, Local Procurciient in Liberatued Countrics aftoer
D-Dny. e With the advent of L-Day and the transfor of
troops to tho Contiaunt, locol procurcrient was bogun in
Mronce. The proccdurvs followed were 1n occeordance with
S0F's whieh sorved ng tochnical guides to Purchaeasing and
Contracting officoers approved by Arny Exchange Servioco.

b. With the zodvance of the Armics, local proeurc-
nent of ro-sale gift 1tous wos docontralized down to
Sceetion Cormands, ATy Exchango Scrvice Purchasing and
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Contracting Officers in thoe Sections scourvd the nelgh-
horing villapus and towns for i1tows thot would appuecl to
th. troops. In many ccsus procurcheht on a small scale
hnd to by transacted with loeal artisans, and although
quantitivs supplicd by individuals wore small, the cceunu~-
lation of artisan warce did represcnt o sizeable total.,
Army Exchange Scrvice buyers in all the provinces of France
and Belglum cncountorced siimllor oxporicncoes with small
scnle procurcuent. Large scanloe production on itoems in
which Army Txehange Scrvice was intercsted was practically
non-vxistant.

¢. Procurcncnt in Froance on a large scalo was not
possible or practicable until offices were cstablished ot
Huodquarters, Coucunicatlons sonc (Faris) in Soptowber 1944,
fron thet tine on loeal proctiremont oxpanded as territorics
wore liboratoed and thoe bulk of procurcucent, centored in
Poris, was controlled by the Procuremsant Division of Army
Exechonge Scrvico. Prgctically the entire procuraucnt in
Poris congisted of porfune and costunie juwelry,

d. PFrence prescnted the groatest problem from tho
standpoelint of production duc to o lack of coal and noscessary
vaw noturinls,, Duc¢ to the sizeable dorwends on the ¥Fronch
perfwiv industry it was nuecugsary for Arny Exchange Bervice
to inport to France frow the United States cortoin cssential
0ils which were necdod by the industry. It was also woll
known thot manufacturcrs had to procurs materials from
black-narket sourcos to stay in businuss. Vory substan-
tial purchascs wure nadeo in Boélgiw., industry thore having
rocoversd more rapidly than in Franco. Procurcnient in
Hollond woe on a very gi.8ll gecle inosmuch as Hollond was
in British territory cad production facilities wers in-
sufficivnt to tuoke care of British ruquironoents,

¢« Tho roguirseents of the procurcicnt progran
for the normal typu of uicrchandlisc werce processed through
governnontal ageneies of the countriss concorncd, in con-
Junetion with dircctives published by the Genural Purchis-
ing igoent, Headquartcers, Concunicntions Zone. The rule
that ATny Exchange Scrvice would not buy for ru-sale any
ituils which adversely affuetced civilian oconony was striet-
ly couplicd with, Procurcriont of novelty and souvenir
type nerchandise was closcly suporvised cnd controlled and
wora. offort dircetoed towords the procurelicnt of nerchandilsc
hoving gift value,

f. Therce were instances where nerehandisc pur-
choscd was not cquivalent in velue to itons of a sinilar
typo nonufacturvd in the United States (o contributory
factor to this situation was the rolative value of tho
frane to tho dollar) but duc to hoovy donands of tho
soldicr to purchaesce gift morchandlse and souvenir itoms of
loenl origin, procureciiont of such itunis had to be made to
satisfy thoeso duriands, Actunl shopping tests proved thot
such norchandisc, although considered to be high priced,
was 40% to 100% lower when sold through an cxechonge than
ginilar nerchandise sold in local shops. Such procureciient
weg, therofore, considered to bo justifiud sinee 1t rwant
a dircet saving to thu soldiur, Reclizing the situation,
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however, cvery cffort was riade to supploment such procurc-
ment with items of better value as they beconwe available
with improved productiocn facilitics.

g. For a considerable periocd of tiue, luxury
~nd production taxes werce imposed by the French Govern-
nent on Ary Exchenge Scrvice purchasces in Franca. It is
pointed out, howcver, that through on agrocaicnt bubtwoen
the State Depertnont and tho Prench Goverm.ent the roquire-
nent that taxes be paid was rescinded and that rofunds of
voxos pald were made aggregating 2,766,177,00. This
cliiiination of taxes of course nade possible the sale of
gift rierchandise purchascd in France at lowcrud pricoes.

30. Procurc.ent in Noutrsl Countries, a. AYmy
Bxchangs Surviece procurciient in noutral countrics was mado
in neccordanece with thue guncral instructions svt forth in
lettor, Hoadquarters, Commiunications Zono, uT0, filo
AG 400,13 OpGA, subjeect: P"Purchasing in Noutral Countrics”,

copy attached as appondix No,¢, cnd the conditions of
contructs nade between the Goeneral Purchasing agont and
the Unitod States Comnercial Cowpony, tho latter buing tho
<stablished cloaring house for Army Ixchange Service pro-
curciicat on the sawwe bhasis as proecurcucent of other survicus
The proecuruiient offiecc in cach of the neutral countrivs
was known as the Unitod States Governuont Purchasing
(dssion. Wo contracts wers negotiated without prioxr
clcarance through that agency.

b. Authorization wes grantcd by the Gunoral
Purchising Agent to carry on & procurciwent progran in tho
countrivs of Switzerland, Sweden and Spain,

¢. Ths first contracts placed in ncutral
countricg were in switzerland in Fobruary 1945, Ixper-
icnes proved that Switzerland offceroed the best narkoet for
guzntity and varicty of re-sale merchandise, one itoen of
paerticular value belng wotches,

d. Procurcuicnt in Spoain on o progran basis was
authorized in liay 1945 but duv to o lack of shelf stock
and obhur production difficultics actuzl doliverics wers
not node frow Spain until in Octobur 1945. The two out-
gtanding itenis of procuruitent in Spain were leathur goods
cnd dolls which wore riost oxcoptioral in valus ns coui-
parcd with ony itew from ncighboring countrics whora aruy
Ixchange Serviece conducted procurcuent opsrations,

.  Procurcricnt in Swoeden was authorized in ugust
1945, Up to thu tinge of the writing cof this report little
norohandise had been procurcd fro. thot source due priuarily
to the critical shortage of cocl which affeeted industry.
This was particularly truc in those lndustrivs producing
stoel produets and erystal wars, products in which aniiy
Axehonge Sorvice was interested.

31. The Principal Deficicencics considercd to oxist in
connvetion with the Tocul procurv.ent prograi. were:
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2, . lack of expuriocnced and capable personncl
to se¢rvs as buyers who were spocialists in the comwoditics
desired, The procurcient of Army @xchuonge Scervice Iu-
suzlc items on the Continent could have bocn duveloped to
nuch larger proportions hod such personncl boon available.

b, Tho docontralization of procurcricht functions
to Purchusing ond Contracting Officcrs assigned to Svetions
thus losing naximun control over their procurisent activi-
tivs, The procedurs resulted in differvnces of pricus on
like coimoditics, lack of uniformity in buying procudurss
anG buying programs, and o lack of the anccussnry supuer-
vision to assurc thot thu quality of naterials geing into
tho rwinufoeturc of products was up to standard, also,
with procurvi.cnt at Base Seetion level it wes the inclin-
stion of the Scetion dxchonge 0fficer to retain all itons
procurcé in his arca with the rosult that cquitable dls-
tribution over all arucs was not always possible, Contrals
ized control of procurcicnt would have eliminated this
difficulty.

c. Duc to o lack of banking toeilitios 1t was
necuvssary for Purchasing and Contracting Officers in the
Suetlons to poy cash for oll purchascs until such tine as
o bank cecount could be ostoblished, Poyent for locally
procured itw.s in cnsh was not satisfrctory ducs to thu
necusgsity for cerrying large swis of cash on hund.

SECTION IV
THY SUPPLY OF BaoR oND BOTTILD SOFT DRINKS

32, The Supply of Buer., a. although considoerablc
quuntbitics of beor worv initially luported from the United
Stotes the principel portion of buur requirchents was
supplicd from sourccs within the Theater. The procuralwent
of beor in the ULK. wos sinply o nabtor of purchasing from
locnl browsrs that portion of their production which was
doteornidned to be available to U.8,. Foreus, Whoen oper-
ations were woved to the Continent, however, the procudurcs
buenile rore inveolved,

b, Basiecally, the procurcuent of beer in thoe
liverated countrivs was cceoplished through the cstablish-
nient of vgrectionts boetween arsy Zxchangs Sorvice and
clvilian operated bruwerlus providing for the delivery of
bucr to Amly Exchonge Scrviee at an agricd cost,

c. At the beginning of operations on thu Continent
arily Zxehonge Scrvice agreed to buy the roegulor beor thot
the broworics were produeing for their civilian trads.
Delivery of the availoble supply of beor to unit cxchangoe
wns controlled by beer courtificates lssued by the arvei or
suetion exchengs officurs,

ds Breweries did not have avalluble sufficiont
.01t oand hops to provide the ruguircuconts of aruy Lxchange
Servies, | To woot this situction, a procoedurc was adoptud
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wherchy the aArny Bxchange Service sold to tho browerios
nalt and hops imported fror. the United States to bue uscd
sololy for the manufaoctury of beer for Army Hxchange
Survice, The buer rnade frow those wateriels wos adcrican
type boer cont:ining 3.2% .alcohol by weight and wus an
sntirsly separate operation frow th.t conductud by the
browerice for the production of beer for thoeir civili&g
trade, The browing procusses wore under the supervision
of U.8.0ivilirn Tuchnicians who were under coatract to tho
Army Zxchonge Scrvice.

¢, Distribution of the beor to unit exchangos
was controlled by an cnlistoed wan stotionud at cach broewory.
In order to draw becr it wos necessary to praosent o boor
curtificate issucd by the ares cr scetion vmchangs officur,
Such certificates wore issued on the basis of troop strength
and the current cuthorized individual rotion.

f. The prineipal. difficultievs cncountered in
connuetion with the beer prograir in liborated countrioes
wore the lock of cooperction, which curtalled the Gistri-
bution of buer; thu insufficiupncy, for soi.. tiww, of
tuchnieally truincd personncl to inspect and suparvise tho
brewery operations and shortages of fuel. Theso diffi-
cultivs wore overcol.e as the progrow progressced, and sy
Exchange Service was oncbled to nake available to troops
vory substantinl quantitics of adcrican typu 3.2 bour,.

33, Tho Supply of Bottled Soft Drinks. a. Thu pro-
vislon of sof't drinks through tho ostablishiient and
cperation of bottling plants was not affuctud until oper-
ations were .woved to the Centinont,

b. War Dspart.ont Supply Bullotin o, 10-189,
Joanuary 1945, provided that bottling plant cquipuient could
be liported fron the United gtates as property of tho
boverage wanulfacturer, property of o loerl bottling i
or as proparty of the Nuarterncsbor Corps. It was thoe
dociaion in thu Furcpoan Theater to inport sueh additionml
cquiniunt as was nucussary to supplowcnt cxisting plents
os proparty of the beverage nanufacturocr. Var Departisnt
Supply Bulletin No, 10-189 also allowed uoverlient to thu
Thoater of troincd personncl for the operntion of bottling
plints, Accordingly, Technical Obsurvers who weru rop~
rugentotives of the buverags uanufacturer were brought to
the Thuator to supervise the bottling netivitius,

c. ot onu timw as Leny os twenty-four bottling
pl-nts weru in opuration, thrt nunbor bolng reduccd ws
reouira.cnts dinlnished. 0f thu twoenty-four plonts
opurated, vquipaont for only suven of tho plants was iuie
portsd fro.. tho United States, tha other scventecn plants
having buen oxilsting faciliticvs locutud nt stravegic supply
points and duonicd sultable for bottling soft drinks for
U.3, Ay personncl, The plonts utilizing iuported couip-
L0t wore houscd in buildings rcequisitloncd by the aruy
and wora operated coupletely cs lnstallotions of the
buverage annufacturcr. The existing local plants wore
opureted under the supervision of Tuchnical Obsurvoers,
utilizing oxisting plont orgonizations.
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d. Although tho plants were operated undor the
genoral supervision of Amay Exchange Service, opurational
probluirs and responsibilitics weroe assuucd by Tochnical
Obscrvers of the beverage uanufacturcr, ATily Bxchango
gsrvice purchased the finished products froa the rospoetive
plents at an agreed prico,

¢. Control of the issuc of soft drinks froi the
plants to unit oxchaonges was exereised by the arca and
scetion cxehonge officurs.

f, As a whole the soft drink program functioned
very suoothly, the prineipel problew. being that of trans-
portation of plant supplics and cquip.oent o interior
dustinctions. Thies problew was meterially alleviated
after the cugsation of hostilitius.

SaCTION v

STORAGE AU LISTRIRUTION

34. Qporation in the U.K. a, Storage, distribution
and thoe wnintenonce of proper stock luvels was the ros-
ponsibility of the Quartorlaster Scrvice.  Unit uxchangos
rogulsitioned dircetly ou Quertcrinstoer depots for thedir
total roquirciwnts. Tters procured frow the United
States by Anuy Bxchange Scrvice 2nd those procurcd locally
wors turnod over to Quorturucster for aistribution olong
with thu norial ro-salce itons procurcd by Quarteriaster.

b. Distribution of cxechonge supplics to trcaps
in thoe worshalling areos reguired a wore dircet wcthod of
digtribution, Accordingly, an Arny Rxchange Servicue
ilobile Dotachiient was foraed out of clouwsnts of the V Corvs,
consisting of ninoe officers and uno hundr:d and cighty-six
canlisted wen (later changed to six officers and one hundred
and fifty onlisted icn). Transportation cquiviient was
provided. for the unit, This organization functioned undor
the supervision of the Southurn Base Soction Exchango
Officor and its unjor nlssion was that of providing
oxechangoe ru-salce supplivs cn 2 bulk basis to units during
the pericd D-75 through D-R5., During that puriod the
Dutachient was divided into suveral groups and catablished
supply dwps in strategie arcas, drawing bulk supplics fron
Ouarten.aster depots.

35, Opecrations on the Continent, a. In vicw of tho
fact that operations on the Continent would reguire a uore
fluid plan for storage and distribution os cowpored with
the ruletively-static operation in the U.H., o new plan of
operations was foruwulatasd,

L. The ar.y Bxchonge Scrvice L.obile Detochiont
referred to cbove was assignoed to advance 3ccetion undor the
tochniccl supoervision of the Scetion Hxcheonge O0fficur and
provided cxchange service during the initinl phasc of the
opuration on the Centinent. Tts i.ission on the Continent
was to provide ssrvice te wGvance Scuetion troops and to
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operate in suppert of the First Arny originally, and later
the Third and Minth Arcice as woell, Amay Bxoehange Serviece
dunps wore established by the Dutochient in Torward areas
where unit cxchanges could draw supplics, Usually threc
or 0ru such dups were operated by the Detachiwent and it
used its transportation focilitics to supplenicnt nornal
rril and truck transportation in bringing supplics frowm the
Ouxrbertiaster dumps and ‘dopots located in the rear arcas.

¢, Prior to D-Day plans were coordinnted between
the Quarteruester Scrvice and arey Dxchange Survice pro-
viding for the ustablishuient by arwy Bxchaungse Scrvicoe of
Gdistribution points {PX DF's) in the gonerel locality of
Guarteriester bulk depots. Under the plan the officer in
charge of the PX DP would requisition supplics frow Quarter-
rastur bDulk depots on the basis of strongth scrved in the
arca, wnd unit oxehungoes would draw all of their suppliuvs
dirvect from the P DP's. The instellations were of o static
nature and were sot up in the various Base Sceetions cs they
wors establishod, They were not estuoblished in arny aroas
until after the cessctiow of hostilitics,

d, In addision to PL DF's, thure were established
bulk warchouscs to storc and distribute nierchondisc and
vquipiiont procurcd locally ond frow thoe United Status by
Ayiiy Exchonge Scervice. Thege warchousvs were usually
located ot ports of cntry and, in sedditlon, sows were
gstablished in Paris. This operation becows Lore oxton-
sive with the advent of Vi-Day as vver lnercesing gquantitiocs
cf nmerehoandise and cquipent wore beding recoived, Frou.
these bulk warchousces distribution was node to Pa BP's for
issuc to the unit cxchanges. '

36, Prinecipal Difficultics Encounterod. o, Tho
prinary aifficulty cncountered in the U,X. opurction was
thrnt of wnintaining o proper distribution of oxchongo
supplicvs. This wos narticultrly truv in tho casce of lorth
Treland where the problon was twofold. First, all suyplics
conning to the Theatoer frow the Unitod States were unloaded
in Snglond and 1t then beeauwe necussary to roship to
Northorn Ireland. Sceend, the ohe Quarbter.oster bulk depot
in Iroland found it difficult to roedistribute to thoe
svverel branch warchousss. A8 2 result thore were tiacs
when troops in this crea were not rocviving their nordial -
roquiren.cnts. This situction was clso true in uistant
arces within Zngland os suppiics were unilosded ut o fuw wain
ports and the probloms of tronspertotion were aifficult,

b. Thou problea of distribution on the Continunt

was ovell groater than thoet in the UK. operation., mxchange
itoi.s were unloaded on the beachos cnd ot Cherbourg but wera

in a vory low priority for tronsportation and did not s.ove,
The linditod facilitics of the ariay Bxchonge Scervice {obile
Dutrelmicnt could not possibly assist in relicving the
probler. 28 a whole, although it is considerod thot the
Dotachaunt Gid o very satisfoetory Jjub of Laintalning uininun
stocks for .dvance Scetion Lroops,

¢, Hven ofter the paies had advonceoed well inland
and Quarternmstcr depots ang duups wore ecstablished in rear
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arvas 1t was diffieult to bring up supplics due to con-
tinuing low priority on cxchange itciis. A% lete 2s T plus
60 this situction continucd to uxist, Troops in cxtrone
retr areas and those in the sdvence Section area wore
riasanably well supplicd but thoss in tho large intervoning
ar<as were nany tiues entiroly without supplics, The
supply duwaps back on the beaches could not possibly sorve
trooss in lotervening creas and ot the sei.g tiie L.0ve
subplics up to forword areos. Pursonncl and warchouso
roellitios were not adoquate oven though unit exchonge
oi‘figurs often provided their own transportation to Gistant
points,

d. Arny Zxchange Scrvic. wes hoelpless to rolicve
Liie situation dnuscuch as thure wes no yrovision for trans-
portotion coulpient othor thun thet allowed the amsy sxchange
Survice Liobile Dutuchuunt, A8 reil focilities iuproved :
ond nore trucks bocdise uvailable this condition wos pertially
rowedicd but wos far fro. satisfeetory. It was often
ipossible to transport supplics frou Quarturnaster depots
and dwips to PX DP's Gue to 2 luck of organic transportation.

SECTION VI

GRATUITOUS DISTRIBULTON QF TSSEITIaL HSACHANGS ITdE.S

37, In coibat arcas gratultous distributions of cXchange
supplice were wuade by the Quartvraaster Scrvico. Such
supplics wore packoged in kits known cs RKaC kits {Ration
sccessory Convonivnce) cnd consisted of sush essential itcns
as soap, chuwing tobreco, suwcking toboeco, cigarcttes, tooth
brushus, shoving croan, condy, cte.,  To the cxtont possible
with tho faeilities ~wvailsnble, Arl.y Exehangu Sorvice supple-
nonted supplivs so distributud with re-sale itaus,

38, Gonoerol Observotions. Singu the grotuitous dis-
tribution of uxehahge supplics in comb t crecs was not a
rusponsibility of arly Zxchonge Soervicu no counclusions ars
advanced as to the succuss of the prograi. Bowuver, the
following obsurvotions are uads:

2, Thet the progras £illud a need which ari.y
dzohangs Service guuld not have couplutely filled with
foeilitics ade available to it.

b. Thot the packeging of supplics in kits doubt-
luss resultud in the issue of items not always dusircblo
or ecoptable to the troops, thus ccusing cn cluuvnt of
waste which could possibly hove buen clinmincted had supplics
been lssucd fro. bulk stocks.

c. ‘The foct that winiuws essential supplics wors
provided grotultously soietinws coused unit colw.nndors to
be (isinterested in noking provision for the cstablishacnt
of focilitics to hendle re-sale uxchonge ituis. a8 G result
such units ¢id not hove gift cnd fil uovoelopuent gurvice
nor wurc itu.s of supply not provided grotultously nado
aveilable to the troops.
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CHAPTER IV

FINANCILNG AD FISCAL PROCHDURLS

SACTTION I

METHOD OF FINANCINWG Al RESTRICTIONS ON NuT JJORTH

39, kicethod of Fincneing., arwy dxchange Scrviee oper-
ations arc finnnced by non-approvricted funds. Since in
thu regulations ond dircetives govorning the cestablishi.ont
and operction of apry dxchonges no provision was nade for
the contribution of capitul Tro.. any source tc sserve s
initial working capital, the only ricthoas cveiloble for the
initial financing of an spwy Bxchonge Serviee opernbtion
ware !

a. Loans of cash by apiiy Sxchrnge Scrvice, D,
b, DSxtension of credit by avily fxchunge Scervice,

Wi o cover purchascs nede in the United Statos,
c. JOxtension of ecrodit by othor supplicrs.

LO. Procodurcs Followed., o, Ariy Bxchonge bervics,
Furopean Theator, rusorted to &ll of the foregoing icethods
in obtaining the nocussury working capltal to bugin
operations, With the establishaent of o net worth through
the accurulation of profits frou operations, it was possible,
within & comparatively short period of tiiug, to rotire the
cash loan obtaincd frou Arny Dxchange Service, WD, ana to
begin Laking tinely paywents on tho accounts of cruditors.
Froo its inception until planning begon on o expanGed sScer-
vice for after Vi-Day, Army Bxchange Servieco cxpericncued no
particular diffisultics in fincncing its operation.

p.Duv to the limitations which had bucnh placed on
the anount of not worth which could be accwiunlated, conlicnted
upon in a subsegquent parcgraph, and the very substontic
corr.itnents nade for cgquiplent and nerchondise of £ type not
proviously sold in ordur to provide troops with o nors ox-
tensive cxchange sorvicu aftur Vi-Day, o new fincneing
srogral: was roquired in the Spring of 1945, nccordingly,
during april 1945 arrangouehts wore lGe with aruy BxXclinge
Soervice, YD, to uxtend o line of croedit up o §l15,000,000.0C0
for itu.s purchoscd in tho Unitod States througlh arey
Exelicnge Service, YD, such zccount to be liquidatud by
paking nonthly poyrents cquivalent to 5% of the nonthly
balonce in the cecount, The intercst cliarges were 2% por
annuii. Subscguunt agrocucnts wors wede with armiay axcehange
Surviee, WD, to unko paylents on tho account in accordancoe
with an sgrecd schoedule which would accelorate naterially
tho liquidation of the secount, thus offucting substantial
sovings in intorest.

41, Originasl Rostriction on Profits and Mut \.orth. a.
Up until 1 June 1644, there had boun no liaitetion placoed
on the maxitiw. not profit which could bo sarncd by the arny
Exchange Sorviee, Zuropuan Theater, nor on the anount of
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net worth which could b ustoblished through the accuuu-
lation of profits, On thot date, however, a Theatoer
Direetive was issucd, copy attachud as Appendix No,10,
which limited profits to 5% of sales until sueh tiow as the
net worth and ruscerves for losses cggregated :;7,000,000.00,
ATter thot figure was attained, pricus were to be adjustod
downward in order to nelnt.in the proseribed lovel in oot
worth and ressrves.

b, Opcratiocns under conbat conditions lindted thic
tonnege that could be providoed Tor aray Bxchange Survico,
henee the arny Ixchengoe Service wes eble to provide tTroops
with gssenticl itons only. Under thosc conditions, aud
until VE-Day, the cuthorized waxiiuwe. of 7,000,000.00 in
net worth was sulficicnt to finance the operction, clthough
it did not zllow tho mecwmletion of capitel incvitably
reguired for an oxpended oporotiun aftor Va-Day.

42, Increase in Authorizoed Mot Vorth and Forcenboge of
Net Profit., Recognlzing ths neod Lor auditional eopital to
carry on an oxpanded operation oftor Vi-bay, thoe lovel of
aouthorized not worth and resorves wos on 5 spril 1945 in-
ercasced Trou §7,000,000.,00 to $15,000,060.00 by Thoatur
Dirvetive, sce Appondix No, 11, On 18 mugust 1945 tho
authorizud rote >0 net profit was incrunscd fro. 55% to 7%
of salus ag cvidenced by sppoendiz Mo.lk.

43, IZffcet of Liniting ot Woerth. The offccts of
originally linditing the nct wortid of .ruy dxchonge Service
t5 ¢7,000,000.00 through the contrel of prices were threu-
fold:

o, The am.y dxchange Scerviece was groussly uncer
apitalized whon it wes confronted with the roapia and grunt
oxpansion of its oetivitics after Vi-Day.

b. Due to such duficiancy of capital it was uucoes-
sary t. arronge for borrowsw capital cnd the cxpoenuiturc of
substantinl sw.s for lnterust.

¢, Distributions of proflts fur wolfare activitics
were rotarded. a8 o result of this retorantion in order
to finonce welfare activitics it beeruss nuecessury for AST0USa
Coentral Welfare Tund tu burrow substantizl sw.s fruwi the
Contral Yelfore Fund, Wb, until such tiic o8 ar.y Sxchange
Service hnd funds avelloble for distribution,

S4CTION 11
BLING i THODS

LYy, Proccdurcs in the U, - Unit Sxchanwgo j.ecounts, o,
During the¢ carly days of the apuration of arly Sxechangoe
Sorviec in the U,X, incdividual unit oxech nges «ia not corry
bank accounts, Crgll reccived frow sales was trang.adttod
to ary Dxchango Sorvice Hocdquarters in Loncon and uepusited
to the credit of army Ixchonge Scrvics in the Chosu Nationa
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Bank., This practice was discontinued in the Fall of 1642
and bopk acesunts were gstablished by coch unit oxchonge,
such cecounts being carricd until tho liquidation of Aamay
dumehininge Service when its functions were assumed by the
Murrbori.ster Sorvice,

h, With the rezetivation of amiy Bxchange Scrvice
in tiny 1943, the use of bank accounts by indiviiual unit
sxehnnzes was continucd, The nccwunts, for sveourity
ruasong, woere corricd by nwabers rathoer thon by no.e of
the in’ividunl unit. wxchonge Officers .nde deposits to
tiwdir ceccunts as well ns withdrawals whenovor it boeiu:s
nocussary to uake lecenl purchoscs or lueal payoents of any
uther typo, Fericuieoally bolonecs hold in the respective
benk neesunts were forworaos by check to aruay Bxehonge
Surviecs Musdquarbers in Loncon for deposit ciad ceredit to
tine approprinte unit oxehoange oceeounits involved, Althuugh
the usunl difficultics wore sncountersd whers untrainca
cfficors wore handling the necounts, with thoe static nnture
of cporations in the U,H. thoe systoe.. of wiploying British
bonks proved rel.bivoly sctisfactory.

¢. Tho lorgest single problu. arcsc froo. the
rocuipt of chivoks ot Aruy wxchinge Scrvice Headgunrtors
without proper idontifiention. In urder to ervdit the
propur unit cxehnrpgo for o rusittanco :inde, checks woere
forwnrded to Aruy Dxchinge Servieo fron the unit oxchonge
by .wings of 2 roeldittosncs for. listing the chucks and
identifying tho uwoitb alting the radst.ncu, Foilure to
us. thic reddttance Tor.. brought avout the difficulty of
proper idcntifiention Jf raundittaonco, At the liquidation
2 o unlt exchonge its ontire book balones was reouired Lo
b transiitted by chock tou aray dxehanse Scervice Hoad-
quarterg, In riany instonccs oxehoange officurs failed to
close out tholr secounts, However, thoe bankes in Bnglonc
wors clreulnrizod =i in 2ll instauces wore rost coupsrotive
oot the ruquest of Lany Exchange Serviecs forwareud
ciecks closing out any accounts ruwniniag on theilr bouks
Idontificd with arly Jdxchange Sorvicu.

45, Proccuure in the U.il. - He dguarters accounts,
Aarny Jxehenge Service Headquorbors carriocd tccoults with
tie Chose National Bonk in Lonwon, using tho account as o
rogulsr checking secount os woll s caploying the foeilitios
ol the bunk for enable transtfor of funds to tho Unitoed States.

46. Proculurc on thu Continent -~ Unit dxchanges, a.
Vith the L.ovelent of unit exehanges froc. the Ui, . the
C.ntinent, o ehange in the wothod of hondling caslh was
naeussitrted boendse wf the abscnoe of any bounking fueill-
tics. To feet the condltions cncuuntered the facilitics
W the Lrny Flonneo Denertowent wore olipluyced. attachoed
a8 abpeidiccs Ko, 13 and Wo. 14, cre copivs of Lircetives
which sot forth the proccdures fullowed incicdont to the
leposlt and tronsaittal of funds,

b. althoughk ~ nu.ber of difficultics were en~
¢ untured in connoction with tho systo. 2loptoed, they ware
211 attributoble to the £ilurs of exchange officurs or
fintnce ufficurs to follow cuipletely the instruetions laid
W, agicenlly tho procclure followed was soune and
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operatud in an officicnt nanncer under cirecunstances whera
any other nethod of handling fundas was not availableo.

47. Procedurvs on the Continent. - Headguarters
acccunts, a, Por the first scvorel wonths of operations
on the Contineat no banking freilitios whatever wore aveile-
able and sll srey Exchoange Servics funds were duposited
with the Central Disbursing Officur, Poyiaonts wicde to the
Quarteruaster Scrvice and other sy scrvices wore wode Ly
transfers fron the account neintainsd,

b. In orlcr to wake payi.ent to loecal vencors for
resale nicrehondisce purchascd on the Continent 1t was noces-
sary to carry l.rge sw.s of cash un hand since duw tu the
absonce of bonking freilitics it wos inpossible to iskoe
payuient by check. This econdition wna corrveted in
Fobruary 1945 when peridssion was grnntpd tu carry an .
account with the Bank of France to be used for .aoking pay-
ricnts by chueck to loeal venaors. Ho boloneos were carrioed
in oxcess of funds nccussary to cleer cheeks drawn,

¢, Aftor noving to the Contlnont, Arny Exchinge
Sorviec continucd bo use the facilitivs of the Chase
Wationcl Bank in London for the transicr Lf funds to the
United States.

48, In Conclusion it is considered thut the banking
wwthods ouployed by Lrily Exchnngo Service unter wxisting
cireunstancus were satisfactory and thot all nuvecssary
precautions were taken to agsure the sccourity of funds.,

SRCTION IIT
INSURANCE

49, Presceribed Insurance, as oLy dxchange Servico
Oversea Bulletin No. 24 datod 30 Ducuubuer 1944, cuby
attached as appendix Wo. 15, prusceribed the kinds, plans
and forog of insurazec to bo carrice by Ly Sxolalgu
Serviee, Buropean Theater.  Rather than to cnwecrate herein
the cuverages provided and the general plen for payisnt of
prauiwis, netholds for making claiis, ete., reforencs ig
nade to the appoendix(ls).

b. Prior to the cstablishuont of the insurance
prograi. eited above, substantiolly the sao types of in-
surance werce carricd, Sowwe of the cuverages were providoed
by Ar.y Bxchange Scerviece, WD, under plans prouulgated pricr
to 30 Deecnber 1944, while tho othoer coverages wers pro-
vided through policies purchascd fro. British cuipanics by
Ar.y Exchangse Servico, Luropean Theator,

50. ACequacy of Tnsurance Prograa, It 1s considorced
that in general tho insurance progra. ogtablished wo
setisfactory and that aduquats protuctign of the assets of
ATily Exchange Scrviec was provi.ed, It appecrs, however,
that substantial savings could hove besn effocted in firo
insurance preniws had a scelf-insurance progroil been adup-
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ted as relates tu firc protection on inventorics of unit
exchanges,

51. Suelf-Insurance Plan, There is cttached as
ApPencix N:Ll@, copy of a cusunicetion originnted by ariay
wxchange Service advoenting the cstablishuent of a solf-
insurance plan covering fiye insur~nce on unpit cxchange
inventories. It is Dbeliceved thot such conaanication
elearly prosents the probla. and thet there wes guch werit
to the plau suggestod, However, in view of the fuet thot
in o study wade by the War beparticent on the subjoet of
sulf-insuranc. for cxehanges it was doebern.inod thit such o
prograc. was not practical ot the tive, no furth.or action
was token,

S£CTION TV

GENERAL ACGCOUNTING FROCSDURY

52, Original accwunting Procldurcs. Little infor-
nation 18 ovallible oh Bho £6oounbing proculures and rucurls
paintained by arey Ixchonge Sorviee frow the Cote of its
inecption tu Ocbober 1942 when its functlions wers caswiud
by the Quarteruastoer Ssrvice. Such infuriation cs is
available, howover, indieatcs that the cecsunting 'systu.
thon cnploysd was wholly doficiunt cud inedoquute.

53, General Jceounting Procodurcs alupbud ot the Tine
srny Exehinge Sorvice wes Reactivetud., d.  Whon the Iy
Txcohange Sorvico was recetivated ns of 1 hay 1843, the
accuunting proecdurvs ond ricsris ustoblishel for unit
exchonges wore prodicated on the thoury that soeh unit
gxehonge was o seporate entity, ane word so designed as to
i.ake possible the preparcticn of financi:nl stotoacnts to
sorve as a guide to sperati.uns and ¢ baosis for coiputing
the aount of any profits aveiloble Tor dlstributivn to
wolfore funds in necordance with the provisions LI purtinont
regulations.

b, Unit cxehsmnges weru furnishoi a cuwnplote sot
of accounting recurds ond forts roquired in its gperaticn
togethor with an tccuunting .cnutl whieh duscribed and
11Tustrated in detoil tho woebhods to follow in .oeintiining
the records. 411 vaoks of originel ontTy and the gonoral
lodigor were cantained in wne cunvenicat bincer cne con-
sistad of the following:

Ccsh Receipts Journal
Cesh Diaburscacents Journal
Purchase Jourhal

General Journal

Goneral Ledger

¢. The accounting perioe was tho ealonder nunth.
At the end of eooh onth the exchonge was reguiren o toke
an inventory of re-sale lbwas anc sther ass.ts. The books
of original entry werc closed goeh i=nth cne Dosted to the
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generel lodgor accuunts. A trial balence of the goneral
lecdeer necounss was thon prepared fro. which 2 Profit and
Luss Stotoizent and Bolonce Sheebt were prepared. In
AcGition, the oXchenge officer wos roocuired tu prepore an
"Invontory aceocuntability Stoteuent™ cach wionth enleulatud
nt rotril pricu., The fincneicl stotewcnts were prepored
non printed Torn and subnitted by the unit exching.
Ificers to Ly Bxchonge Service iwcdgquarters,

d&e. 03 o furthor ald to the unit oxelonze uificer
in recorling cccounting date, chorts weru Proporel by oILy
sxehnngs Sorvice Fundguarters, illustrocting the followilog:

(1) Tho flow of cate frow forws and recoris
londing to tho proparation of finnnciol stoatui.unts.

(2) ¥Facsiuile Towis siowing how thoy were to
be rucordud ia the variosus reecwras,

(3) Pusting procclures,

(L) Tie clusing of genoercl ludger aec sunts
ond the preperoticon of trial bolaonco.

(5) Usec of thoe trial bolane. work sheut 1n
the finul proporation »f finoneial stato..unts.

54. Difficuitics anc Defleicreivs, a. .although the
neeunting svste: o procodurcs wore nade as s8i.ple s
nogsible ond wore gener lliy ¢.asidercd to be s.ound,
srionce proved thot it wos inproctiecl for unit ox-
chirnpes to wndintrin thoeir own biocks of account. The ract
a8t unit exchrnges Jid not have assigned personnel
qu-lificd to recHrd pr.opcrly onc accurttely cccounting
duto constituted the pripeipnl Jifficulty oncountoroed,

Gvon though full instructicias anl other oids were -iven,

it weg bsorve? thrt in rost instonecs oxchnnge serswnnel
2iQ not have the aesire to stuly suelh instractions in wrler
to nequirse a betbour wndorstonding f 2ccounting reguiroe-
Lunts, Yhen finnaecisl statewnts pra2parod by unit exehonge
officurs were vxar.dinod it woeg founs that in wost instancus
the stotai.onts 1id not Ciscloso o true finznelsl picture,

b. Unier the systoo of unit cxechonges isailnteining
thelir wvwn accounting rocores it was neeussary, in order
thot .rty Fxchonge Surviee Heodguortors Have propor
fincneinl control, to provice £1L10 2uuitors cunpebent to
sXaidne the accunts of oxcehnges cnoe tu lenc assistrones in
nce uating probles. Tt was 1..possible b vwbtoin sueh
roquiree persoancl hency undor the systal. caployew the
roquired cuntr.l wos not hod.

55, Chonge to Centr 1 accounting Systeis, a, Bocauso
LT the difficultius enuwrated in the prosedling poragropns
it wos Jeeclaed tu Glindnate the Lwodintenanco of ascounting
reeords 1n tho undt exchonges cud to estublish n contral-
ized nee.unting syste. at oy axchingue Scrvice Heolquarters
witl the unit oxehonges iaklng wenthly reports of their
finenelial treoanscetions wp sie:pliricd reperting f£orns,.,  This
new procedurc whg adoptod ns of 1 Suptanber 1543,
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b. o reporting fure known 2s Fore 200, "Report of
Financi:l Operations®, was aesigned whicli, bugether with
certain required suyporting pupoers, fomied the bssis for
reporting finaneiczl transactlons by unit exchanges to wrily
Exchenge Survice Huadguartoers, This for. was Gusigned
prinarily to sinplify the reporting prucecurs snd still
contein the basic dota required to naintoin aceosunts with
unit exchanges at Arnay Dxchonge Service Heodquartoers. The
Fiscal Division of .piiy Bxchonge Scrvice Hoadguorters
aulitcd the Forws No.200 subcitted, after wiilech pusting
vouchers wers prepared £op posting to the individual unit
exchnngus® lodeur accoaunts.,

¢, Under this proccdure unit exchanges retolnoed
thelr status as sepnrato cntitics; hence i1t wes nccussary
that monthly financiel statooacents be preprred £for coch
exchangoe., Sueh statei.ents woers prepoared by the Fiscal
Division, Aray Zxechonge Scrvice Hoeadguarters, o cupy theroeof
veing furnishoed the respective unit oxchonges. n consoli-
dation of all finoncial statorents was nede each onth, the
rosulting consolicdated Tigures reprogenting the status of
all unit cxehnnges in the Theotor. Such cunsg:lidntsd
figures were cotbined with tho goneral accounts mmaintained
to wbtain fincneial stateuents reflocting the sver-all
financicl plcture of amiy IGxchuange Service, duropecn Theatar,

&, The goneral cceounts naintained provided the
neevssary record of cascbs, 1liabilitivs and coperating trans-
actions nut reflected by the records iaintained for unit
exchange traonsaoetions,

56, Basic Chongos tu Gontral .accounting Systei.. a.
With the vstoblishi.ont of the WTOUS. Central Velfare Fund
and the procedurce of proviling thoercefron the finaneianl
requircrionts of unit wolfarc funds, the fornwr practics of
riaking appropriatins of funds based on tho financlal
eoncition of the indiviiual unit cxehenge was diseontinued,
This being truc 1t was no longer necessary thet the unit
exchanges be treated as sepnrate osntitios. Rathor, it
becane possible to troat thew as opercting bronchos and to
handle thu accuunting accurdingly. On this busis 2ll unit
cxchanges becniwe branches of anly Bxehrnge Sorvies Hoad-
quarters, casparable to a chnin store opsration.

b, Adoption of the branch basis of acccunting,
which beenne o¢ffsetive 1 April 1945, relievod nruy ExXchange
Sorvice Headguarters of o great voluw.e of work and sinpli-
ficd procedures immweosurebly. It was possible to elininate
nany records and the nccessity for proparing o couplete set
of financinl stateuonts covering the cporabtion of cach
exchange no longer existed.

57. Afdvantages of Cuntrolizod asccvunting Systeri. al-
though ¢ifficultics were chncountored in waintaining a
centralized syston of accounting, oxperience provoed that it
was basiecally the nost desirable procodure under the circun-
gtances with which arny Exchonmge Survice was confronted,
the principnl advantages belng:

a. Klizination of the neeessity fur unit exchanges
to nmaintain conplete accounting records when traincd ard
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competert perqon_w'l was not available for that purpose.

b. Conservation of accounting nachines and
personnel,

c. Unifommity of accounting pelicies and pro-
cedures.,

d. The Army Exchange Service operation is com~
parable to that of modern retail chain store operations
which, &8 a whole, employ a central accounting system for
purposes of increased control efficiency and accuracy.
Other methods have been tried and found to be inadequate.

58, The Principal Difficulties Encountered in main-
tainirg the centralized system of accounting were:

a. The long lapse of time between the date of
dispateh by unit exchanges and wareliouses of monthly
accounting reports and the date recelved at Avmy Zxchange’
Service Headguarters.

b. Incomplete and erroncous reports and zccounting
forms prepared by unit exchenges and warehouses. This
condition was ettributabls te unquelified personnel,

6. The above factors coupled with a gross in-
sufficiency of quelified persomnel in the Fiscal Divisien,
Army Exchange Service Headquarters, resulting in such a
back-log of work that reports from unit exchanges vere not
subjocted to audit until as many as three or four months
had elapsed. This condition not only resulted in late
financial statements but created a great deal of difficulty
in the field in comnection with the required investigation
of excessive inveantory accountability discrepancies
developed as a result of audib,

&. A lack of competert field representatives to
orient personnel in Arny Zxchange Sexvice warehouses and in

unit exchanges on the promer methods and procedures to de
followed in preparing accounting deciwments and reports.

SECTION ¥

DISPOSITION OF FULDS

59 Original Distribution of Funds. The first dis-
tributicn of funds %o unlts by Arny Exchange Service,
Turopean Theater, was made in the early part of ILQM) during
the peried that Army Exchange Service was in liquidation
after its functilons had been assumed by the Quartermaster
Service as comtented upon in Chspter I, The dlstribution
made was in effect o liguidating divideny, The amount
peyable te the respective units was deternmired by applying
against the amount of surplus availabtle for distribdution,
the ratio of merchandise purchases made by each unlt to
total purchases, A circular letter was sent Lo all units
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requestipg tlhiet they clain a dividenad. This was daona ©o
verity the designition and adldress of the unit, A QWIDET
of units did not clodw the dividend to which they were
an’bitled due tu the faet thst the North african Campnign
enced in Octobor 1942 anld & nunber of units had lust
bhiedr origlasl 1.ontity before the letter rsached theri.
apprexivetely §$1,096,801.00 was distributed by the fore-
soine nethod,

Bubsoquent Procedurcs in Iinkine Tdstributions of
a.  pubsaquent to 1 May 1GL3, thl date upon wiich
ixchange Service was ngaln estublished in the Buropean
Thenter, and up until the carly nart of June 1945, dis-
trilbutions and appropriations tu units were based on two
rtactors, i.e., the financinl condition of ths unit sxehenge
ng reflucted by the recovds r.aintmined in the central
acecounting office of Ariyy Exchonge Service, and approval by
thue Thoator Bichange Officsr of the rasqusst Tor an appro-
ariation.

b. Ths Tinancisl position requircticnts 5f a unit
exchungs before being oligible for an appropriction of funds
varied during the period fron 1 May 1943 to June 1945,
During the period fron 1 May 31643 until the letbar part of
1944, the basls for computing the anount of funds avail-
nble was prodicated cn paragraph 14 b, pH 210-65, 1§ karch
194.3, The arount considerss available for distribution
repressntbenr the auount by which cash and other lic¢ 14 assots,
gxcept invealtuoriss, excecaded current liabilities. No c.on-
slceration was accordsd the profit elasent. Upua the pro-
mul gation of AR 210-65, 1 June 194k, 5 change was Lade in
the nothod of computing the rmcunt of funds availsbls for
distributizn te @ unit in that the proflit eleciont was intro-
duesd In other words, the arount svailsble for distri-
bhution reproscentea the aount by whick cash and wther liquid
azaets, cxeonbt inventorices, cxcseded current iiabilitics,
LAniited by the wndictributed portion or net profits earncd
suring the 3 nonths prior to ths wonth in whieh the
declaraticon ~f a cistribution was nade.

¢, No aprroprictions or distribvutions were nade
withoul thz subalssion to ths Theater Exchange 3fficer of
Sorequest rocormended by bthe Exchenge Council and approved
by ths wnit Comnanding Officer. Upon approval O the
regquest by the Theater Exchange O0fficer, appeopriations
wore made in the awunt reguested lindted by the financin
condition of the unit exchange, as cowrlented upon in the
areculing paragraphe Feference is made to paragraph 13 of
AFPERILX No. 5, The general vlan established for the
apwroval of cyupropriations ie set forth in Appendix No, 17,

Y

d, As o1 1 Jung 1945, the aAruy Exchange Service
discontinuc noking dircet appropriations to the welfare
funds of urits. This action was cceasionad by the creation
of the RTOUS: Central Welfars Fund (later redesignated
USFAT Welfare Fund) under the authority of AR 210-30,

20 Janunry 1945, With the establishusnt of ths ETOUSa
Sontral Welfore Fund the roquircients of unit welfnre funds

were nrovided through the Central Welfare Fund, the aArnmy
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EXchange Service paying into th: Central Woelfars Fund suech
funds as might be availzble, compubed uncer the provisions
of AR 210-65, 12 Junc 1945,

61. Inequalities Considered to Txist. it is con-
sidered thot the method Tollowed in maring Glistributiusns
and appropristions during the poriod fros 1 ey 1943 until
the establishment of the BTQUSA Cantrel Welfore Fund wos
not entirely cquitable. Oftentimes personnel patrinizing
& unit exchangs and who, through their purchsscs, assistod
in bringing the financisl Tosition of the exehungs to
point where funds woere available for Cistribution, were
transforred to new assigoaents and ¢id not share in the
welfare acbivities T th. 'se units to which they were
fornerly asslgned and which were financed by rrofits
genernted through their purchases, It is considsrad,
however, tuat the iroceclures adirptsd with the craation of
the ETOUSA Central Welfare Funoe provided neans Tor bhe
rectification of this incguity.




CHAPTER V

——

CONCLUSIONS AMD RECQMINDATIONS

SECTION I

GONCLUSTONS

62, Place Army Bxchanese Service Held In The Special
Staff Orgenization. It I concluded that Arny Bxcariga
dervice, Ruropcan Theeter, was able to tunction pors sabls-
factorily through having speeial staff represseniaticn and
being able to report direet to G-1 than would have besn trus
had the War Departiient orgaenizaticnal set-up been followed
of neking Arny Exchangs Sciviece & part of Special Services.,

63. Adeguacy snd Training of Personnel, It is con-
cluded that:

Ga One of the primary factors conbributing to the
difficulties of Amy Tzchange 3ervice, and which rssulited
in failure te render the maximue dogrec of servics Tu trooks
was the cxtreme lack of tralned personnel in all echeslons,

b, The Theatoer Bxchonge O0fficsr was unable to dis-
charge fully Lis responsibilitiss and to sxsreiss the dosired
meagsure I supervision over exchange activities as svidsnead
by

(L) 4n alwost complete lack of fisld raurcsen-
tetion resulbing in & lack 20 knowledge «f Ticld
operationnal difficultics and no acti-n being tekon
to offect thelr correetion; a leck of coordinution
between aren exchange officezrs and the Thoater

Lxehonge Officer; ond insufficlent orlenteti.n of

personnel. in army Dxchunge Ssrvics warchouses and

unit oxchanges on propsr uethods and procedurss te
ba followed in proeparing accounting docuwsnts and
reports,

o (2) TFrequent foilure to gropare until long
after required, dircetives and strulard opsrating
procedures for guicdeance of fleld operations,

13) Pellure tu expand to desired proportions
the progra. of local procuraont of re-sale itews
due to a lack of qualificl buyors,

(4) Delinquency in acceounting and auditing

functions.
o. 'Tie Seetion @Exchenge O0fTicers, due tr a lack of

qualified personnsl, were unable to:
(1) wake the neeassary inspections of unit

gzchange opsreticns to assure thet complete servics
was bsing renderse and tu detomiding that thay wore
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vperating in accordence with prescribed pro-
cadures,

(2) Properly disseninate te unit exchanges
operating poliecies and jvocedures established
by higher authority, )

{3) Bzxercise proper control over Ay
Txchange Lervice distribution points nnd bulk
warchouses,

{4) Proporly faniliasrize nsw unit exchunge
nfficers with the procedures for the gstablish-
nent and ocpeoration of thelr exchanges,

4,  Fallure to provide, during the porind of
hostilities, ariy Txchange Service aduinlstrative person-—
nel in Arny Feadquarters and Divisions resulted in a
deficient exchango service,

c. Unit exchange officers were too froquently
ungualified or hamperad in thelr wurk dus to:

(1) Insufficient considermtion bsing given
at the tine of aphointiient to the qualifications
necassary in an offlcer to properly conduct an
exchange operation,

(2) Assipnuent of exchange duties in
addition to other dubties with the result that the
rrovision of exchauge service becaiie a secondury
nigsion,

(3) Freqguent replaceilents,

(4) TInsufficient enlisted personnel being
assigned bto assist the sxchunge officer in the
exchange operation.

: £, Iio the few instunces where provizion was nade
for exchange personnel in the T/0 of units it was found
that the exchunge service rendered was usunlly superlor to
that found in other units.

g. The oneration of Amy IZxchange Service dis-
tribution points and bulk warehouses wns made difficult
bscauss:

(1} The najor portion of personnel used in
the operation was on n loan basis frau the Quarter-
master Service, operatlional control being with
Arny Bxehangse Service but adiinistrative control
rencining with the Querterunaster Service,

(2) The personnel avallebdble was not always
adequatoly trained in Arny Exchange Service pro-
cedures nor cognlzant of the strict accounta-
bility basis establlshed by regulations in the
handling of arky Lxchange Service merchandise.
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6h. Supply. With regard to the supply prograa it is
concluded that:

&, With the divided responsibilitivs bpetween
wplay Bxcehainge Serviee and the Quorter.sster Service incident
Lo the procurenient and storage of differsnt types of ;
supprlies procured froii thes United Ststes thers resultad:

(1) & duplication of records and funchions,
(2) Coafusion as to ownership of supplies.

(3) Difrficulty in the waintenance of proper
stoek levels, and more purticularly the waintsh-
ance of propsr stock levels by brands in order to
et conswisy devand,

b. The deccentralization of local procuraent
activities by Sactlions wgs not satisfactory because of:

{1) Diffcrences in prices on like commodities.

{2) Tack of unitornity in buying procedur:s
and buying vrograms,

(3) lLaock of necwssary supervision to assurs
that the quality of materials golng into the
ranuracturs of products was up to standard.

¢, Difficultivs in the storspe and distribution
o wxchange supplics may be aetiributed to:

(1) Divided rcsponsibility betwaen the
OQuartermaster Scrvieos and Arwy Bichange Service
for the stordge and movaient of exchange supplles.

{2) The very limited transportation faci-.
lities iedo avallable to Armay Sxchange SBervice.
During the pailod of hoatilitles, that faet plus
the faet that Quartermaster Sahrviee, having res-
pongibility for the movenmsit and storage of all
cluagvs of supplics could not possibly provide
pt service on low priority class items, such
as cxchangze supplivs, rosultsd in a deficient
distrivution. ATter Va-Day the lack of trans-
portation faciliticg continued to be a nwmjor
problan.

65, insncing and Fiscel Procedures, With regard to
the filrancing and fiscel procedures followed it 1s coneludsad
Bleat :

a, Du: in part to the original limitations placzd
on the amount of net worth whieh could bz accuwiulated by
Armiy Exchanse Sorviee it was nscessary to borrow larga sums
to Cinsnce an expanded operation after Vi-Day resulting in
the sgpenditure ol substantlal sums for ianterest,  Also,
that such procedure rotardsd the distribution of funds to
finance welfare activities,
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. b. The banking methods cmployed by Army Exchange
Service undur sxisting cirounmstances wore satisTactory and
that all nscessary precautions were taken to assure the
sseurity of funds,

c, The insurance progra: foilowed adeguately pro~
toctnd the assets of Army Bxchenge Service but that bused
on loss expariance in the Theatar, a suvlf-insurance plan
ag yelates to fire coverage on inventories of unit exchangeg
would have resulted in substantisal savinss in fire insurance

5
. D
PANREIRTEIN

d. The centralized systen of accounting, althousgh
it possessed certain deficiencles, was the iiost practical
procasdure under the circwastancep witli which Agiiy Txchange
Survice was confrontad. '

v The procedure of meking distributicns oi funds
by Ary Bxohihge Servies to the BETOUSA Central wWelfare
Pund (later designated USFET Central VWelfare Fund) and
rnecting therefrom the requircnzsnts of unlt welfare funds
congtituted a wmore eguitable basis than thet of moking
girect distributions to unit welfarse funds as was ths prac-
ticw prior (o the sstablishment of the BETCUSA Contrel Wel-
fare Yund,

66, In Bumation, it is concluded that the tires
prineipal FACLOTS contributing to the eifficultiss on-
countered by Apuy Exchangs Swrvice, duropecan Theater, in
fully discharging its responsibilitics and accomplishing
ite nission were:

a, A lack of personnsl with the nscussary back-
ground and braiuine,

be Tho divided rosponsibilitics in matters of
procurarient, storage and distribution,

c. The cxtreme lack of transportation faciliitias,

SHGTTON 11

RECU B DATIONS

&7, Goneral Qrganizetion. In order that the Aymy
wwehen,o Service may accorlplish its wission in futurse
opsretions with a desirable degree of effici?ncy and_com—
plebengss, it is racormiended that considargtlon he given
to bhe ssbablisliment of Army Bxchange Servics as a Corps
conparable to osther survices of the ATy Aurvies Forces
with complets recponsibility for the procurewent, storda:
ciatribution and retailing of all cxchange.supplies;. and
that epproprizt. T/0's and T/its be established to discharge
suely rusponsibilitiles.
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APPENDIX I

Received: 2315, 26 Sgptember 1942
From AGWAR
To UES508

No. S~396
(Routine: Restricted)

For lee, He Rad 1150 September 8, 1942. First you are authorized
to discontinue exchange 813 and 887 and their branch and mobile
units within the ETO and transfer personnel thereof to QM Corps
and establish and operate Quertermaster Sales Stores. These
stores will be open for business to sult convenience and needs

of troops, Second you are authorized to stock on such stores and
units appropriate items ineluding those listed in Circulerr 330
Office Quartermnster Genersl August 17 with allownnce mergin 3%
for cperating losses. Third you «re authorized to fix retal
prices at such sale stores with no prospect for profit., Fourth
the asswnption by United States of all cost and transportation
distribution handling and selling at such sale store branches
and mobile units is anthorized. Fifth you are authorized to
appoint a board of offieers to ascertain and determine the fair
value of the supplies to said Exchanges delivered to UK or en
route. Boards will give due consideration to such items as
initial cost interest insurance transportation ressonable losses
due to pilferage breckage and other causes and other proper ex-
pense incident to the delivery of such supplies to UK. Re -
capitulated findings of board have just been concurred in by
Chief of Apmy Exchange Service; you are further authorized

to purchase on Inventory as of September 30th, such supplies

at prices determined by such baards and pay the fiscal officer of
said exchanges therefor. Representation on board from G-i
Finance Officer and General Purchasing Agent suggested supplies
for sales shores will be shipped on requisition basis only

SOMERVELL.
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APPENDIX 2

WAR DEPARTMENT
The Adjubant Generalls Fffice
WASHINGTON

AG 331,3 (3=19-43) OBRS~E-M  MME/em ~ 2B-939 Pentagen

February 13, 1043

VI ATR MATL
SUBJECT: Post Exchange Jperations,
TO : Furopean Theater of fperations.

e H R N MK K W KR R R R

1. By radicgram, February 12, 1943, AG 331.1, (1-19
43} NB-S, prraphrase ccpy of which is inclosed, you wsre ad-
vised that maximum exchange service, ccnsistent with the con-
ditions cf their employment, be extended to a2ll urits and
perscnel of your command, with minimum requirsment in over-
head personnel for the operation of such imstallatiens,

2., In ordsr to effwct thls, thers will re sst up on
your specinl staff, an exchange officer who will supervise the
estoblishment, operations, and activitiles of all exchanges in
your commard, The name of this officer will be reported to the
Chief, Apmy Exchange Service, by the most expsditicus means of
communications without delay.

3, Under AR 210-45, the Chief of Apmy IExchange
Service is charged with supervisicn of exchange operation for
the Army. The clesest co-crdination between your office and
the Chief of Army Bxchonge Service is essential to satisfactery
operabion,

4. Personnel for the operation of main and hranch
exchanges should be secured, when pcssible, from the fellowing
scureesd

2., Under the Exchange Cfficer of your staff,
Essential ¢fficer and enlisted persomnel to cperate
worehousings, distribution and maintenance of
accounts for all post exchange hranches under

his supervision.

%, Civilian persomiel, to the extent available,
to operate all exchanges.

¢, Enlisted personnel on full-time duty, when

necessary to augment b, above for the operating
of exchanges which appropriately are operative

on a full-time basis. 18



APPEND IX A 2 ooncluded

d, Fnlisted personnel on a part-time basis to
operate small branch exchanges, which can
afford reasonably adequate service by
functicning or a part-time bBasis.

5. Full comsideratinon shculd be given to the operaticn
of company, battery, and battalion exchanges, under the super -

vision of your Exchenge Officer and using enlisted persoaonel of
the unit concerned for their operation.

By order of the Secrstary of War:

(signed) J. A. ULIO
Major General
The Adjutant General
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APPENDEL 3

EXTRACT HY 80S ETC USA EXTRACT

Adm, Gir No.il 2, April 1943
O3 0 3E 30 03 9 3 3 R SEI S 3 3 % R OF O SR S R4 4 E %
Re-establiskment of Post Exehanges — - = = == = = = = = = =~ IT

R R LA SR A G L O N S KRG U U S SO CNE O 0 S T L O O

IT -~ RE~ESTABLISEMENT 6F POST EBXOHANGES. 1. Establislunent.PurL
suant to the provisions of 3rd Indorsement, Hg ETCUSA, 14 Mar
1943, file AG 331.3 M@®A, to letter, this headquarbters, 25 Jan
1943, file AG 331.3, subjsct: M"Re-establiskment of Ammy Bxchange
Service i ETOM, of GO 16; HA ETOUSA 21 Mar 1943; and of letter,
Ha ETOUSA, 21 Mar 1043, file AG 371 MX, subjeob: "Letter of
Instructions", Post Exchanges are re-established in the RTOUSA,
effective as of the close of business on 30 April 1943.

%, Gperation. z., The Theater Exshange &fficer on the
staff of the CG, S$NS, ETO(JSA, is charged with supurvising the
establishment and operation of all Exeharges through the medium
of & central Eichange, at AP0 8387, to be kncwn zs Central Bx—
change 887, The Exchanges will be operated under the provisions
of AR 210-AS5; 1.0 Mar 1943, and Cireular No.233, WD, 1942, modi-
fied to suit the ccnditions sxistimg in the theater; under tho
provisions hereof; and under such directives as may hereafter
from time to time be issued hy this headgquarters.

b. The business of the Exchanges will,
ir. genernl, be similar to that heretefore conducted hy the Sales
Steres in the Theater, except insofar as the business of the
latter pertained to the sale cf officers! uniforuws, accessories
and other cleothing, The Quartermaster Sgrvice will cowmtimue tc
contrel the operation of Special Sales Stores and Mcbile Sales
Units for the sale of Cfficers! mniforms, accessories and other
clothing,

3, Activation of Exrhanges.

A, Commending offlicers of posts, namps
and stations may estahlish undt Bxchariges for the sale of Post
Exchange items. Limited Exchange facilitles in Cfficera! €lubs,
and sub-Exchanges, to he operated under the centrol of a main
Exchange, are authorized.

b. BExchanges to he operated by NAAFI in
lieu of unit FExchanges are authorized. A4pplications for the in-
stitutior: and discontimuance of NAAFI service will be submitted
to the Theater Exchange Officer,

&» The Red Crisss may operate in posts,
camps and statilons upcn such terms, and under such cerditions,
as poy be prescribed by this headquarters.

Ly DPersonncl, The personrel required te operate saoh Ex-
changs will be furnisred by the organization concerned,
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LPENDIX 3 cenbinued
5+ Supplies. a. The fuartermaster service will procure,
store, and issue all Post Exchangs sales itens.

b.Unit Bxchanges will draw supplies, using
their own transportation from depots designated by their
respective Base Section Commanders. 4 new unit Exchange,
upont being activated, may draw not to exceed 28 days! supnly,
based on authorized allowances for:troops served, On sub-
sequent requisitions, supplies will be drawn for nsericds not
te exceed 1k days.

. Because of the need to conserve shipping
space, this headquarters will nrescribe allowances based cn
the availability of supplies. Tables of such allowances will
be made available tc unit Exchanges by the issuing depots,
The depots will also provide individual allowance cards which
may be used in controlling the sale of specific items. Nurses
items will, in all cases, be rostricted for sale to lurses,
HAkCs, or other autherized female personnel.

d. Payment for supplies drawn freom depots
will be made by unit Exchanges to Gu.ntral Exchangs 887, as
specificd below,

6. Lgquisitions. a. 41l roquisitions by Exchange Officers
will be submitted ts the issuing depot in duplicate on (MG
Form 400 and will bear the signature of ths Exchange Officer,

b. In preparing requisitions, the Exchange
Officer will take into consideraticn the tro op strength his
Exchange is sorvicing, and apply thersto the authorized al-
lowance figures., Strength figures will net be indicated on
requisitions, but the following eervificate will be incorpor-
ated thorein: "I certify that the quantities of items indicated
on this requisitiocn, added to the quantities on hand, do not
exceed the authorized allowances fur the strength served,!

c. The indication cn requisitions of brands
desired will be used as a guide only, and requisitions will
be filled according t~ the supplies aveilable,

d. dequisitions will be forwarded in time
to roach the issuing depot not less than 48 hours before call
for delivery.

7. Drawing of Supplies. a.Fach newly-appointed Exchange
Officer will, prior to submitting his initial rcquisltion,
submit' tn the issuing depot twn offieial copies cf tho Special
Orders apprinting him as such, He also will ldentify himself
tr the depot officers by means of his AGO identificaticn card
and complete an Account ipplication Form, to be obtained from
the issulng depot,

b. Exchange Cfficers may call in perscn for
supplies cr designate in wrising another cfficsr cor non~
commissioned officer as a substitute,

8, Prices, a. The Zuartermaster Service will establish



APPENDIX 3 comtinued

cost prices on Post Exchange items and will invoiss Centrzl
Fxchange 887 for suppliss delivered to umit Exchanges hy depots,

b, Exchanges will resell supplies pro--
cured in the U3 at prices to conform with WD Olr 233, 1942
(copy attached), and, in the case of supplies procured in the UK,
at wices established in accordance with aggreements between the
Bpitish and US authorities, Price lists covering UK items and
indicating the established retail prices will be furnished to
Exchange Officers by the issuing depots,

&+ Unit Bxchanges will remit to Central
Exchange 887 for supplies received from depets. Remittances
will be based on invoice (tally-out) prices, plus 2 1/2 per cent.
This latter will be used to pay the operating expsnses of
Central Exchange 887, to meet the cost of bonds and insurance and
to establish a fund for contingancies.

8. Sales, to whom made, 41l sales to individuals By
Exchanges will be for cash and to.the following only

2. Conmissioned and enlisted personnel of the US
armed forces.

b. Commissioned and emlisted personnel of allied
armed forceswhen on duty with, or attached to, a US organization.

¢. Airertcan Red Cross workers who are US citizens.

d. Accredited ard - recognized war correspondemts
who are US citizens.

e. Properly authenticated US citizens employed
in the US Embassies or their agencies,

£. US civilians employed by the US Army or Navy.

m . &CCOmtha

a. Supplies drawn by unit Exchanges from dspots
will be accounted for as follows:

(1) The tally-out by the depot to the unit Ex~
change will become the invoice, payable by the unit Exchange
to Central Exchange 887,

{2) Central Exchange 887 will remit direct toc each
depot for all supplies delivered to unit Exchanges,

(3) sSettlement by unit Exchanges to Central Fx-
change. 887 may be to the Army Exchange Fiscal Officer leccated
at each Base Section Headquarters or direct to the Exchange
ffficer, Cemtral Exchange 887. Cheoks will be drawn to the order
of "England Base Exchange."
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b, Payment Wy unit Exchanges will not be msde
by persenal check,

2. In establishing bank accounts or acecepting
checks from patrons, Exchange Cfficers, will he guided by letter,
WD, AGO 3 Jan 1943, file AG 311.1 (12-27-4L2) 0B-S-B-M, subject:
"Safeguarding Military Infermation! (eopy attached).

4. Simplified accounting and auditing procedures
will be furnished by Central Exchange 887 to unit Fxchanges in
a separate publication entitled "Simplified Acoounting for Ex-
changes in ETO".

11. Inventories., Inventories will ke taken as of the
close of business on the last day of each month, Commanding
Officers will appoint disinterested officeds to inventory and
audit the monthly accounts of Exchanges,

12, Control, Commanding officsrs will forwerd 2 certi-
fled and audiced copy of each Exchange's monthly financizl state-
ment to the Theater Exchangs Officer, APA 887, to arrive not
later than the 15th of the month following,

13. Miscgllaneous.
as Post Exchange facilities on troop transports
will be operated on a sales Store basis in accordance with the
provisions of AR 35-6580,

b, Exchange Cfficers may delegate authcrity with
respect to the handling of funds and supplies, but will retain the
responsihility and accountability therefor.

¢, Under the restrictions of WD Cir 233, 1942,
profits on sale of supplies procured from the Guartermaster
Service canmot be acevmulated for any other purpose than tc meet
operating obligations, which are defined as follows:

(1) To defray salaries of enlisted vr civilian
employees, Enlisted Employees may be paid at a rate not to ex-
ceed one~half of their base pay exclusive of ~llowances or other
increase (Paragroph 21 ¢, AR 210-25, 19 Mar 1943).

(2) To accomplish ownership of the supplies in Fx-
changes by applying portions of income accruing from sa:.Les. .
The ownership of inventory in fExchanges will be accomplished with
the least practicable delay. :

(3) To defray legitimate current cperating expenses.

d, No furniturve, fixtures or equipment of any
kind will he obtaimed by Exchenge Officers by direct purchase
from excharige funds. Requests for furmiture, fixtures or E?qulp-
ment desired will be submitted to the Theater Exchange Officer,

43



AP0 887, with a view to procurement through Reciprocal Aid.

By order of the Thcater Commander:

OFFICIAL:

/s/ C.R. LANDEN

/t/ 1R, LANDCN
Colonel, A.G.D.,
Adjutant General

DISTRIEUTTSN: '"C" plus

Fighth Air Force seiesiocsidiotbabf0
VIII i#i7 Support Command ti.lelai25
VIIT Bomber Commend siisiéibddeedV)
VIII Pight(—)i‘ Command sbhoeeosnsrns 50
TIIT .5 Fohde Service Command.. AG
vIIl Air Force Composite Command 10
Lr TrRHSpOI‘t Commanid yeosnsvoss el
Hq ET(:'USA .'b-oo.ll'lt‘ti.tl.06-Qb'tzs
VCOFPS h-ov‘cloi-.nov.vo--cnovo'-5o
26th Infentry Division..eciesss 100

L

VILLIAM G. “WEAVER
Colonel, (.5,C.
Chief cf 8 aff

IPPENDIX 3 concluded
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EXTRACT RESTRICTED EXTRACT
HQ ETCUSA
Adm Cir 93 A Dec L1943

Post Exchange +..c.vvaseenieyal

Lo I A I D G S S e N S S S I T T I T S

I, - PCST EXCHANGES: 1, General: A. Post Exchanges were re —
established in the ETOUSA as of the close of business cn 30 Apr
1943,

b. The Theater Exchange Officer on the staff of the CG,
80S, ETOUSA, is charged with supervising the esteblishment of all
exchanges in the theater, operntlng through the medium of Central
Exchmge 887,

¢. The Bxchange Service, in general, will be opcerated
under the provisions of AR 2L0-65, 19 Mar 1943, as amended and
as modified by reason of special conditions existing in the
theater; under the provisions hereof; and under such technical
directives as may hereafter be issued by the Theater Exchange
Officer,

d. The Quartermaster Secrvice will comrtinue to opcrate
special sales stores and mobile sales units for the sale of
officers! uniforms, accessories. clothing and other items of
equipment.,

2, Establishment. ay Commanding officers of posts, camps
and stations are authorized to establish unit exchanges designed
primarily for the use of local persconnel. Limlted exchange facil-
ities for officers! clubs, and subexchenges to be operated under
the control of a main exchange, are authorized.

b, Upon request of the major subordinate commander con-
cerned, the Base Section Commanders are authorized to establish
and operate exchanges for units of the Field Forces.

¢. Exchanges may be operated by NAAFI at posts, cemps and
stations under such regulations as may be prescribed by the
Theater Exchange Officer.

ds (1) The personnel to operate each exchange will be
furmished by local commander.,

(2) Uhere post exchanges are estzblished by Base
Section Commanders for units of the Fileld Forces, key personnel
will ke furnished by the Base Sgction Commander,

e. The Exchange Council. as provided in iR 210-65, will
be designated., -

3, Procurement: as Local exchanges will draw supplies
from the Quartermaster depots designated by the Base Section
Commander. Prior to the submission of his inditial requlsitiom,
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EESTRICTIED (PPRDIX 4 continued

cech exchenge Officer will furnish the depot commander copies
of the special order appointing him as such. Requisitions will
be forwerded in time to reach the issuing depot not less than
48 hours before the desired delivery.,

b. Unit exchanges will not draw in excess of 28 days!
supply, based on the authorized allowance for the total perscnnel
served ,

c. The Central Exchange 887 will prescribe allowarnces
brsed upen the avallebility of merchandise,

4.+ Strength figures will not be indiceted, but requisiticns
will contain the following certifieate: U"I cortify that the quant-—
ities indicated on this requisition, added to those on hand, do
ret exceed the authorized allowances for the personnrel served.”

e, Requisitiens will indioste the preference of the local
exchange officer as to brands, size, quantiiies and qualities.
Such preferences will be konored in the order of their receipt by
the supply agency concerned, insofar as available stocks permits

f. Local exchenge officers will submit, as of the 10th
and 25th of eaech menth, to the Base Section Cowmander, a list of
unfilled items requisitioned, together with pertinént data as
to substitution and alterations,

L. Prices: Retall selling prices will be fixed by
Centrel Exchonge 887 and will be published to exchange offiners
in the form of price lists, In the case of supplies precured in
the UK, resale will normally he in acoordance with the agree-—
ments hetween the respective British and US agencies. Feer will
be resold at the established retail price as ascertained from the
distributor,

5. Szles: 411 sules to individuals will be for cash and
will be made only to:

a2, Personnsl of the US arwmed forces,

b. Perscnncl of allied armed forces when certified by
the U5 crrumanding cfflcer a5 on duty with, or attached to a
U8 erganization.

¢+ American Red Craoss and USQ workers who are US citizens.

d, Accradited and recognized war correspondents who are
US citizens.

e, Properly identified US citizens employed in 1§
Embassies ¢% their agencies.

RESTRIGTED
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APPENDIX 4
continued
RESTRICTED

f. US civilians cmployed. by the ¥S irmy or Navy.

6. Special Orders: The Theater Bxchange Officer is suthor-
ized to purchase special order items.

7. Accounting: &, Morchandise drawn by lccal exchanges
from depots will he accounted for as follows:

(1) The tzlly-out by the depot to the exchange will
become the invoice payable by the unit teo Central Exchange 887.

(2) Central Exchange 887 will remit direct to each
depot for all merchandise delivered to unit exchanges.

(3) Sehtlements hy unit exchanges will be direct to
the exchange officer, Central Exchange 887, with checks drawn to
the order of “England Bese Exchange',-

b, i central accounting sgstem will he established,
maintaining unit exchange accounts in accordance with fiscal
procedurcs and instructions from the Theater Exchange Officer.

¢, Bank Balances will be kept at a minimum at 211 times
by unit exchanges officers. This includes all funds accumulated
since 1 May 1943, Unit exchanges are authorized to retain only
sufficient cash for use ax change, to pay cash for local pur-
chases, and to meet operation expenses.

d. Local commanders will forward a certified copy of
each exchange report of financial operations (#ES Form 200} so
2s to arrive at Centra. Exchange 887 not later than the 5th of
sach month,

e, Tho Quartcrmaster Service will invoice Central Ex-
change 887 for merchandise delivered to unit exchanges at cost.
Ttems of US manufacture will be invoiced on a separate sheet at
cost, in sterling.

f. The use of cash sales slips for recording of sales is
authorized. ’

8. Retioning: a. 4 uniform rotion card as prescribed
by Central Exchonge 887 will be adopted by all exchanges.

b. The issuance of ration cards is the responsibility of
the commending officer concerned, whe will procurs ond issue
such cards to the personnel of his organization.

c. Duplicrto raticn cards will be issued only with the
approval of the Immediate commanding officer of the individual
concerned ,
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RESTRICTED

d. The sazle of merchandise intended for feminine person—
nel, such as nurses, 'i.C's, etc., will be restricted to such
personnel.,

e, Wwhen necessary, local exchange officers are authorized
s0 to ration the sele of un-rationed items as to effect equltuble
distribubtion to all pursonnel.

f. Except as authorized by the local commander, pur—
chases from unit exchanges ¢f ration allowances for advance
periods in excess of one weck are not authorized,

g, Personrel arc not authorized to purchase the unused
portion of a previous raticn pericd.

h. The rosale, barter or exchange of any item purchased
in eny exchange is prohibited, and offenders will be punished by
courts-martial, Notice to such effect will be clearly dis -
played in cach cxehange.

2. Profits: Net profits aecruing from exchange cperations
in the theater will be accumulated in the form of a contingency
reserve im Central Exchange 887. Losses sustained. through enemy
cr other action incident to exchange operations may be charged
agnoinst this fund. Afher complete liquidation any residue will
be disposed of as may hercafter he preseribed by the Theater
Cemmender,

12y Inventories: Inventcries will be taken as of the close,
of busdiness on the last day of each month at retail or selling price
only. 4 certified copy of each inventory will be forwarded to
Central Exchange 887,

11. Control: a, Detailed proecedure in the operaticn of
inventory acrountability and the use of Report of Financial
Gperation (AES Form 207) has been established by the Theater
Exchenge Of{icer to provide a uniform system of acrounts. Local
Exchange officens are not authorized to deviate from such pro-
cedure and must acccunt in meney or merchandise for all gocds
charged against their exchangss. .

b. The procedure outlined by the Theater Exchange Officer
in the audit program will serve as a guide for the auditing of all
local exchanges, but audibting officers are not limited by the pro-
cedure cutlined therein, and any matter pertaining tc the operation
of unit exchanges may be investigated amdvepecrted upen, to—
gether With approximater recommendations,
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¢« Unit exchanges will be insured by Central Exshange
887 against loas by fire, Exchange officers and employees will
te bonded by Central Exchange 887 as directed by the Theater Ex~
change Officer. Claims for reccvery on such policies will be
subritted in duplicate with one copy forwarded direct to the
appropriate Base Section Commander and one copy to the Theater
Exchange Officer.

12. Use_of Funds: Army Exchange Funds will not be ex—
pended for the purchase of buildings cr the modification taereof,
or for the purchase of utilities, furniture or equipment, except
as directed by the Theater Exchange Officer.

13. Liquidations: In addition tc Paragraph 7, AR 210-65,
ligquidation of unit exchanges will be as follows:

a. A1l merchandise remaining will be returned to the
issuing depot for credit,

b, 41l cash remaining will be remitted to Central Ex-
change 887 for credit tc the account of the unit cxchange not
later than 48 hours after the return cf merchandisc to issuing
depnt for credit.

¢, Fixtures will be inventoried in accordance with in-
structions issued in each instance by the Theater Ixchange
Officer,

d. Form 200 will be completed as of the day of liguid-
ation and all records will bc forwarded not later than 10 days
after liquidation to Contral Exchange 887.

1. Rescissions: The following administrative Circulars, .
this Headquarters, are rescinded:

Section II, Ne, 11, 24 ipr 1943
Section 11, No,19, 7 Moy 1943
Section IV, No. 34, 18 Jun 1943
No. A0, 29 Lug 1943
Section IV, Mo, 67, 15 Sep 1943
(4G 331.3)

SRR R I B A RE USSR U U S S ST R U IR A SR G G D A O
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APPENDIX 5

EXTRACT RESIRICTED EXTR.CT

Cir,

Ne, 53 Ha. ETOUSA 17 Moy 1944

A'rmy EXChonges = = = = = = = et ot e o e o — = I

o3 3 3 3 3 SF e A 90 3 aF 56 3 36 4R 3 3 6 K AF R 3 e 98 3% 3

T - iRMY EXCHaNGES. 1. Sec I, idm Gir 93, Hq SOS, ETOUSA, 6 Doc 1543,
and Sec III, Cir 42, Hq ETOUSA, 17 ipr 1944, are rescinded,

2, General. a. The Army Zxchange Service will be cperated under
the previsions of AR 210-65, 19 Mar 1943, as amended, and as modi-
fied by reascn of special conditions existing in the theateor;
under the previslons horeof; and under such techrical diractives
as may horeafter be issued by the Theater Exchange Officer,

b. The Theater Ixchange Cfficeor on the staff of the GG, SOS,
ETAUSL, will supervi.ee the ostablishment, opcration and nctivities
cf the .rmy Exchange Service within the Theator. Each erca
command (army, advance secticn or base ssction) will have an
exchange officer on the special staff,

&+ The commanding officers of posts, camps and staticns are
authérized t~ establish unit exchanges for local persecnnel.,

The personnel te oporate cach such exchange will be furnished by
the unit commander .eoncerned,

4. Exchanges within the confines of prisoner of war inclosures
will be operated as previded herein and in letter, Hq S0S, ETQUS,
Yy Jul 1943, file .G 225 (14 Jul 1943)PGY subjoct: "Canteens for
Enemy /lien and Prisoner of War Enclosures',

8. Exchanges may be operated by NAAFI at posts, camps and
stations under such regulations as may be prescribed by the
Theater Exchange Officer.

£. The opcration of nctivities under military centrol, cxcopb
through the .rmy Exchange Sorvice, by which money will accrue
threcugh the sale of marchandise ordinarily supplied by an irmy
Exchange is not authorized,

£+ in Ixchange Council, os provided by Pars 16d and 17a (1),
AR 210-65, 19 Mor 1943, will be designated for e=mch exchangs.
4 committee of non-commissioned officers (Par 19, iR 210-65)
is not required,

3, Supply. 2. The-/xmy Exchange Service will purchase from the
Chief Cuartermaster, ETMUSL, resale articles included in Pars
3b and ¢, Cir 245, WD, 1943, and, in arces outside the UK,

such additiona) articles as aro authorized by Pars 3a (2) and
(3) Cir 245, D, 1943.
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PO A R



APPENDIX 5,continued

(Cir 53, ETOUSA, 17 May 1944, Contd)

b. Unit exchanges will draw supplies from depots designzted by
the area commander.

© ¢« Local purchase of items for resale, other than the procurement
of beer in the UK, and of postage stamps, is not authorized with-
out orior authorization of the Theater Bxchange Officer,

d. 4 1ist of allowances, indicating the maximum quantity of each
item which may be drawn per 1000 men, will be published by the
Theater Exchange Officer, (Such sllowances will in no case
exceed the amounts used by the Chief Quartemmaster, ETOUSA, i
computing requisitions). Unit exchanges are authorized to carry
30 days! requiremonts, based on the allowances for total person-
nel served.

e« Prior to submission of his initial requisition, the Exchange
Officer will furnish the depot commander copies of ths spscial
oerder appointing him as such, Reguisitions will bz forwarded in
time to reach the lssuing depot not less than 48 hcurs befors
the desired delivery,

L+ Requisitions will indicate the preference of the loscl FEx—
change (\fficer as to brands, sizes and quantities. Such regul-
sitions will be honored by the depot insofar as available stocks
permit.

geRequisltions will contain the following certificote; "I
certify that the quantities indicated on this requisition, added
to those on hand, do not exceed the authorized allowznces for
the personnel served!, Strength figures will not be indiccted.
he Depots will accept for full credit suppliss returned by an
exchangs, if such supplies were originally received by the ex-
change in an unsaleable or unsatisfactory condition,

L, Prices, Retail prices will be fixed and published frem time to
time by the Theater Exchange officer. Hesale of supplies pro—
cured in the UK will normally be in accordance with the agres-
ments betwcen the respective British and US agencies,

5, Sales. a, Sales to individusls will be for cosh and will be
made only tos

(1) Military perscnnel of the US ermed forces, ‘

(2) Military perscnnel of allied armed forces when certified
by the US commanding officer as on duty with, or attached teo,

a US organization .

(3) American Red Cross and USQ workers who are US citizens.

(4} Acoredited and recognized war correspondents whe are US
citizens. . . .

(5) Properly identified US citizens employed in US embassies or
their agencies. ) )

(6) US civilians employed by the US Army or Navy or iar Ship-
ping Administration, )

(7) Prisoners of war, in the quantitles and manner prescribed
by the Thenter Fxchange Officer.
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R



APPEND R 5 continued

RESTRICTED

(Cir 53, ETOUSA, 17 May 1944, Contd)

b+ Excopt abt prisoner of wur enclosures, the use of coupons is
not authordzed.

6. 0Special Items, a, The Theater Exchange Officer is sutherized
to purchase apeclal order items,

b. Unit exchanges are aubhordzed to sell postage stamps and
stamped envelopes, Such items will be purchased from & post
office, empleying the same accounting procedurs as that

followed with other items not obtained from the Quarbermuster
scrvice,

¢+ Unit exchanges will, wherever practicable, acbively co-
cporate with local War Bond Officers in the sale of War Bonds,

7. Rationing. &. The mamimom raticn allowance shell be de-
tormined and published by Theater Exchange Officur.

b The supervision of the ration procedurs and the issuance

of ratien eards is the responsibility of the comusnding

of ficer concerncd,

&« Duplicate ration cards will be issued only with the approval
of the immediate comminding officer of the individual con-
cerned,

d, Purchases from unit exchanges of ration allowances for
‘advance periods in excess of one wesk arc not authorized.
Purchases of unused.ration ~llowances for the week immediately
praceding the current weck ure authordzad,

8¢ The classifleation of supplies, s dstérmined by the Theater
Exchange Officer, to be made available for sale to female
personnel, such as rurses, WAC's evte, will be restrictoed to
such personnel.

£+ Zxchanpe officors are authorized to raticn the sale of any
exchange item 1n order to effect an equitable distribution

to personncl served, Such ration will not exceed the maximum
<stublished by the Theator Exchange Officer.

EoThe resale, barter or exchange of any ltem purchased in an
exchonge is prohibited; notice Yo such effsct will be elearly
displayed in each exchange,

8. hcoownting. a. A centrasl accounting system will be established,
maintaining unit exchange accounts in accordancs with fiscal
procedures and instructions from the Thester Exchonge Officer.

b, 4 monthly report of financial operation (AES Form 200),
properly completed and certified by the exchange officer, widl
be forwarded to the Apmy Exchange Servics, 8035, ETQ, so as to
srrive by the 8th of the following month.

ceCash receipts derived from all exchange activities, less pay-
mepts for operating cxpenses and authorized local purchases

of supplies, supported b proper vouchers, will be remitted

to the Army Exchange Service, S0S, ETO, not later than the 8th
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(Cir 53, ETOUS&, 17 May 1944, Contd,)

and 23rd of each menth. O(nly suffieient cash for shange
purposes or to maintain a minimum bank balance will be retaimed,
d. The Quartermaster Service will invoice, at cosb, the iriyy
Exchenge Serviee, 508, ET0, for merchandise delivered to unit
exchangss, Items of U5 and UK menufacture will both be in-
volced at decimal cost. The Arny Exchange Service will remit
direct to each depot for all merchandise delivered to unit
exchanges., :

9. Inventory. in officcr will be appolnted by the Cummsnding
Of ficer to take the monthly inventory as of the close of busi-
ness on the last day of wach month end to audit ;iES Form 200
and supporting wvouchers, Detailed inventory and audit pro-
cedure will be as prescribed b- the Theater Ixchange Ufficer.
The inventoryirg and auditing cfficers! report will be sub-
mittod to the Exchenge Council and nceessary action taken o
any discrepancies ncted therein Fefore the AES Form 200 is
forwarded. A copy of the report, and of the council action
taken, thereorr, will be atbached to the AES Form 200 and
forwarded to the Theater Exchange -0Officer.

10, Insurance. Any iInsurance that may be required will be pro-
vided by the Theater exchange cfficer, Exchange officers and
employses will be bonded by Army Exchange Service, APO 887,
Claims for recovery on such policies will be forwarded to the
Theater Exchange Officer, through the areaz commander,

11. Expenditure of Exchange Funds. a. Upon the recommendation
of the Exchange Council and the approval of the commanding
of ficer, expenditures of exchange funds may be mude for:

(1) Salaries.

(2) Minor items of materials, supplies or scrvices inecident to
exchange operation in an amount not to exceed & 15 per month,

or 1% of the previous month's sales, whichever sum is the lcss.
be Other expendibures will be made only  upmn the approval

of the Theater Exchange Officer,

12, Profits. Net profits aceruing from exchange oparation

in the theater will be:

as Accumilated in the form of & centingency resarve in the
Army Exchange Service, 508, ETO. Losses sustained through
enmy action or circumstances incident to exchange operations
will be charged against this fund. .fter complete liquidation,
any residue will bc disposed of as may hercufter be prescribed
by the Theater Commander,

b. Appropristed to special or morale services or to the
chaplun's fund as provided in Par 13, below,
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{Cir 53, BTOUSA, 17 May 1944, Contd)

13, jpprepriations. 2. Appropriations, recemmended by the
Zxchange Council and anproved by the Commanding officer ond
the Theatsr Exchange 0fficer, may be made to special service
cetivities end the chaplain's fund for the benefit of the
antire garrison.

b. sppropriations will net be approved by the Theater Exchange
Officer unless Exhiblt "E" to the monthly financial statement
indicates that such an amount 1s available for distribution.
e sppropristions will not be mzde from cxchange funds on
hand at unit exchanges, Such appropriations will be disbureed
by the Theatir Zxchange Officer,

Yo Liguidation. The arva compunder will have supervisicn
over the liquidation of omchanges, accomplished in accordence
with tochnical directives jssucd by the Therter Exchange Officer.

{40 331.3PubGA)
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By eommand of General EISENHOWER:
OFFICIAL: R,B.,LORD

R.B.LOVETT Brigadier General,GSC,
Brigadder Genural, USA,/djutant General Deputy Chief of Staff.
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EXIRAGT EESTRICTED EXTRACT
HEADGUARTRRS'
U.5.FORCES, EUROPEAM THEATER
Cir 108 A hug 1945
Army Exchange Service — = = « - = o mm o m mm - o e e - I
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I - ARY BICHANGE SERVICE. l. See, I, Cir 53, 17 May 19%4, is
rescinded.

2, Gereral The Army Exchange Service will ce operated under
the provisions of AR 2LA-65, 1 Jun 1944, as amended, except

2s modified by directives published by $his hsadguarters,

#nd under such technical directives as may be issusd by the
Chief, Apmy Exchange Scrvice,

3. irmy Exchaage Service, Buropean Theater. a. The Chief, lemy
Exchange Sgrvice, as 2 staff officer of bho Gommanding General,
Theater Serviee Forces, has jurisdiction ovar, and will provide
staff supirvisicn for, the operation of all irmy Exchonge activ-
ities in the theater. The irmy Exchange Servise (herscinafter
sometimes referred to as the UService!) will eonsist of such
officers, enlisted personnel, and civilian personncl as are
necessery.
b The Service will have Jurdsdiction over, and will be ox—
tanded to, all exchange sctivities in the theater, through
appropriate personnsl on the staffs of commanders having

area commancd and of the commanding of ficers of posts, camps,
stativns, installations and units at whose direction exchange
activities hawve becn established.

cs The Scrvice is charged with:
Tl ) Developing policies, plans and procedures for, und super—
v151ng the installaticn and operation of:

a) 4 uniform and coordinated system of cperating procedures
and merchandlsing methods; including the detsrmination of per—
mitted types of merchandise, pricing policies, and procedures
for the safeguarding of the exchange funds and property.

b) Personnel pblicics and procedures, including insurance
plans, service traindng programs, =nd the tralnibng of ex—
change officers.

¢) The determination of financial pnlicies, including minimum
and meximum percentages of gross profit, operating expenses,
net profit, regulations governing dividends, and similar
matters pertaining thereto, subject to directives from higher
authority.

d) The Jetermination of the types of equipment and fixtures to
be used by exchanges.

¢) The determination of policies in connecticn with the pro-
curement of food and drink supplies, and the management and
operation of feod and drink installations as prineipal, or as
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(Cir 108, 6 Lug 1945, contd)

agcnt For the respective principals, in sccordance with
directives from higher suthority, and after ceordinaticn with
the Chief Quartcermaster,
f) iecounting and auditing methods and procedures.,
#) The Actemination of pclicies gcverning the resals of ex—
change supplies to personnel other than the US ipmy, in ac-
cortance with the availability of supply ant directives from
higher authority and 'after coordination with the Nffice of
Chief Quartermaster,
h) The determination of policies and procedures governing the
operation of NAAFT ab posts, camps, staticns and arsns ssrve
ing US wilitary personnel.,
Ef&; Performing these functinns:
&) Establish and operate an sccounting system, miintzining
accounts for exchanpes. '
(b) Establish and cuntrol the adeinistration of the ipuy Ex=
change Fund,
(¢) Provide insurance and bond coverage for all exchange
activities and personncl,
(d) Publish uniform selling price lists in order t¢ control
the gross and net profits of the exchanges within the minimam
end maximum albwable, as preseribed by current dirsctives.
{e) Remit direct to the Chief fuertermaster for all merchindise
delivered and inveiced to the Service,
(f) Accumulate, in the form of & contingency reserve, an zmount,
as determined by the Theazter Courmander, to cover lcsses through
enewy zction or ecircumstances incidental to exchange operations
or liguidation.
(&) In nccordancc with eurrent theater policies, approve all
Adividents from exchange funds,
(h) Make approprizte dispusiticn of 21l exchange records and
council books upen liquidation of exchanges,
(1) Procure exchonge resale supplies for all trcops by sub-
mitbing requirements to the Chief Cuartermaster, who will
prepare the necessary requisitions to be forwarded tu the New
York Port of Embarkation for all supplies listed in Par 2 a.
Cir 285, v, 8 Jul 194k, as amended.
(j) hequisition directly on the New York Port of Embarkatdon
for 21l other items deemed necessary, under th: authority
cf Tar 1 ¢, Cir 285, WD, & Jul 1944, as amended.
(k) Bid for tonnage allocation for the movement of 21l exchengze
supplies and equipment requisitioned by the Chief Cuartemmaster
and for all ftems and equipment requisiticned by the Service.
(1) For resals purposef,be the sole procurement agency for all
gt and souvenir items in France, allled cr neubral countries,
subieet to the policles established by higher aui:,hm:ity:
(m) Tetablish and publish a list of allowances, indicating the
maximum quantity which may be sold to authorized customers,
after coordination with the Chief Quartormaster,

RESIER
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PAEDIX 6 cortinued
ARESIRICTED

{Cir 108, & Aug 1945, contd)

(n) Obtain and distribute such items as accounting forms and
raticn cards,

" (3) Transmitting to exchange officers and persomnel; in an
appropriate manner, necessary informcticn as to all activities
within the scope cof the foregeing duties and functions.

(k) Txercising an adviseory and pclicy making function for the
Theater Commander in all other matiors within the scope of the
foregoing duties and functicns,

Le Quartermaster Service. The Quartermaster Service will
perfern the following functions relative to exchenge supplies.
&e Procurs, in the Wnited States cr locelly, all items of
exchange resale supplics listed in Tar 2 a, Cir 285, WD,

8 Jul 1944, as amended, in accordance with the requivements
preparad by the Lrmy Exchange Service,

be Maintain sufficient stocks in Quartermaster bulk depots

to meet theater level requirements for the number of troeps
to be served in each locality.

S Moke sale of Quartermaster procured exchange supplies to
Lrmy Exchange Service distribution points in bulk for disiribe-
ution to units, except that in the United Xingdem supplies
will be sold by the Quartermaster Service direct to unit
exchanges fer the acoount of the lpmy Exehange Service.

5. irea Commander. Through appropriate personnel on his staff,
the area commander (i.e., an aruy, district, section or any
other authorized command that may be established) wills

a. Have generol supervision over the ostablishment, operation,
manngement and liquidaticn of all exeohange activities,

b. Insurs that post, camp, station, installation amd undit comek
mandérs provide complote ex¢hange serviec for thelr respective
commands, Exchanges will include such number cf branches,
departments ard .ayberdinate activities as may ‘he necessary to
serve aubhorized customers.,

¢, Insure that the sxchanges arc operating in accordance with
exlsting diresctives.

d. Inaure that the operation of all activities by which

meney will accrus through the sale of merchandise cr services
crdinarily supplied by an Arny Exchange are cperated under its
Jurisdicticn.

e. Bstablish Army Exchange Servics dlstribution and bulk de-
pots and ingure that such depets are adequate, are operating
under existing Airectives, are acdequately staeffed, and are
Jnventoried monthly by < disinsterested officer.

£f. Provide for proper distribution of ratien cards, accounting
forms end technical directives relative to exchanges,

ErInsure that all exchanges adhere to the established ration
system, to supply levels based on authorized allowances, and
to estzblish selling prices.

RESTRICTER
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ATENDIZ & continued

(Cir 108, 6 LZug 1945, contd)

he In accordgnce with policies established by higher autherity,
talke aopropriate actlon on all contrects entsred ints by ex=—
changes which extend beyond a period of one year,

i. Toke action on all eontracte thab involve the use of
gevernment preperty not under the control of the exchange,
Js vrovide qualified officers as field representetives to
inspect exchange recards snd assets.

k, Toke appropriate action on all proczedings and recommend—
ations of boards of officers investigating exchange matters,
1s Irocure, in aceardance with the policies set forth by
highsr nuthority, spoclal items which will be made available,
through exchanpes, to authorized customers in the arez cf
the command, as gift and souvenir merchandise,

me Cp all correspondence, when an expression of highsr
cuthority is mandatory or is desired pricr to the taking of
appropriate action, forward the matter, together with his
recommsndations, to the Thester Commandsr for appropriate
acticn,

ReDusignate the TX DY from which the exchanges within his
sres will draw supplies,

oy In a locality where twe or more units nre stationad, de-
signote a commender to provide cemplete exchznce service to
#11 nuthorized customers therein, In designating such com—
mant r, the lccality to be ssrved will be defined and the
cporsting pergonnel to be drawn from the respective units
will be determined., Only one exchange will be established in
the defined localiby, However, it will include such number
of branchss, departments and subordinate activities ns may
be necessary to render maximum serviee,

6, TPost, Cam», Staticn, Installation and Unit Ccommanders.
Rach post, camp, station, installation and unit commander wills

2, Establish znd maintain an exchange, to include such

mebile units, branches, departments and subordinate activities
as may be reguired to provide somplete serviece to all psrason-
nel of the command, .

b. Be responsible for the conduct of the axchange pertaining
to his conmand,

¢. Publish the necessary ordors appointing the oxehange
E.ouncil, the exchange officer, and the sssistant exehange
officurs, rnd detail such enlisted men as may.be necossary

to conduct the ocxchange's business, as preseribed in Pars
18b, ¢ and k, 4R 210-65, 1 Jun 194k ) .

d, fppoint an invenborying and inspecting officer who will,
Tn weeordance with instructions published by higher authority,
inventery exchange assets and test exchange accounts L:md re~
cords as of the last day of each month as prescribed in ETO-

SOP Ne. 25, 15 Jun 1944, as amended,



ATTENDIX 6 eoncluded
RESTRICIED

(cir 18, 6 iug, conta)

Lo Subject te required approvale by higher authority, zpprove
211 etracts invoelving services, equipment and concessionaires
{Par 35, AR 210-65, 1 Jun 194L),
£, Trovide the necessary buildings or tents required in the
operaticn of the exchangs (Par 9 2 (1), B 215-65).
E» Frovide fuel, water and slectrical service in sufficient
quantities to satisfy normal needs for lighting, space,
h=ating, drinking and sanitation, including suitable apparstus
therefir (Tar 9 2 (3), MR 210-65),
he Insure that maximum use is mede of svailable civilian
personnel in the operation of the exchange, consistent with
milit~ry security and the protection of the exchange assets.
i. Be rosponsible for tho maintenance of raticn procedurs
il the issuance of ration cerds.

(4G 331.3 G.I-4GO)
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BY COLMAND OF GENIRIL DISENHCUER:

OFT ICTALs Yl.Be SUITH
Licutenant Genwzral, GSC, Chief of
Staff,

/s/ R.B. LOVETT
/t/ R.B. LOVETT,
Brigadier Gen ral,USa, /djutant Gonerzl
ADV.NCTE DISTRIBYTION: I
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CHIEF, ARWY mXCHaNGr SERVICK
DEFUTY CHIZF, Aty =XCHa¥Ge SERVICH |
LEXCUTIVE, ARY =XCHANGE SeRVICH ¢

i

i

!

i
i

i

_AMINISTRATION DIVISION

{
PLANNING . AND

v -

OPZRATTON DIVISION !PRUCUR:LENT DIVISION

FISCAL DIVISION

% MANUF-CTURTRG DIV,

1.Replies to routine
correspondence relative
to personnel or adminis-

|tration.

2.Establishes office
procedures.

3.Maintains personiel
records,

4 .Supervises distribu—
tion o office supplies
& equipment.

5.Receives, records &

distributes all incom—
ing and outgoing commn-
unications.

6,Allocates and arranges
for office space.
7.Publishes and distri-
butes technical directiw
2.Develops personn=l. poli
cies.

o]

g

ating procedures and

2.Determines types of
ecuipment and fixtures
used by exchanges.
3.8upervises exchange

% warehouse operations.
4 .Establishes a uniform
ration program.
5.Develops and coordi-
nates plans for future

{loperations.

16.Develops policies &
makes allocations of
ceritical supplies &
eoulpment.

7.Develops procedures
for liquidaticn.

L 8.Dsvelops expense

‘control mrocedures &
| policies.

1.Develope wniform opep}l.Establishes noli-

herchandising methods. | procurement of novel—i
; ldures,

cles governing iocal |

t¥ & souvenir mer-
chandise.
2.Procures gift, no-
velty & souvenir
items from other than
liberated territory.
3.Determines policies
for computing require+
ment of supplies from
ZI.
L .Determines policies
for correcting unbal-
aced stock ccnditians,

5.Maintain liaisen
with Ammy,Civilian &
governmental agencies
relating to procure-
mentt policies.

1. Develops uni-
form accounting
& auditing proce-

2.Establishes
gross profit limi-
tations. ot
3. Maintain centraﬁ
accounting system
L.Advises relativ
ito the establish-:
nent & administras
ition of the AE
[Fund .

5.Develops finan-
cizl policies, im
ciuding the regu-
lation of divi-
dernds.

I .Deveiops pnoli-
cies for insur—
ance and vond !

coverage.

i soft drinks bottling

1.Establishes po-
licies to acecomplish
the conversion of
AFS ormed raw mater-
dals into finished
products,

2.Develops formulae
to insure maximun
return on raw ma—
terial.

3.Maintains neces—
sary liaison with
army, civilian cor
lgovernmental agen-—
cies relating to
manufacturing poli-
Cies.,

V. Det srmines policies
i procedures for oper—
ation of breweries,

plants, and photo
finishing plants.

1




ATENDIX 8
DETAIL PL AN
CPERLTION OF U,S. ARMY EXCHANGES It E.T.0. &5 GO=~

CHDINATED BETWEEN ARMY ZXCHANGE SERVICE iND QU/RTERM:STER
SERVICE

Lo HISGION:

2,

3~

n. QM5 Pesponsibilitica:

Ts act us wholesaler and preeure, receives, stere, distribute
ans lssue frmy Fxchange supplies for the fecount of the
Army Exchange Serviee, to assist the iy Brchange

Gervice in the performence =f its mission,

b AES Respensibilities:

Te eutoblish pelicies and finance the cstsblishment of
keny Bxehanges, Tu otherwise aid Sxchanges in the pEr~
formanee of their missions, tc supply personal articles of
comfort and conwenience which are not previded by the
Government., To assist the QM service in the L pobfAviénco of
1lts migsion,

LIATSON:

&+ GifS Responsibilities:

To lenl all necassary facilities and furnish all de-
sired information to AES Tiailson €fficers setailed tc
0CGH, JiT'0 871, in order that the IS and AES will be in
full accord and understanding at all times,

b AES Responsibilites:

To deteil Lialson Officers to O0QM, AV() 871. These Liniscn
Mficers to assist by coordinating the program of pro-
curément and distribution of irmy Exchange Supplies with
the OCQM. To advise the OCQH as feofshe desires of the

A0S and to keep OCQM gurrently posted on AES mctters which
affects OCGQM. To advise pramptly responsible heads on
problems affecting either Service,

I ROCURBHINT:

a. A firm as possible list of Apmy Exchange items t(": be
carried, This list to be reviewed constenbtly and this
chart will be reprinted each quarter, if necessary.

(1) The hrmy Exchange re-szle items listed in this plan
will be congidered a definite and firm listing of '
items for re-sale purposes through Army Exchenges in

this Theater,
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QMS Responsibilities:
FROM U.3,

1. Astringent, Face.

Bag, Douche

Batteries, F.L.

Belts, Sanitary

Belts, Honey

Blades, Razor, D.E,Gillette
Blades, Razor, S.E.Gem
Blades, Razor, Schick
Blades, Razor, D.E.Gen,
Buoxes, Soap, Plastic
Brushes, Hair

Brushes, Hand, Fibre
Brushes, Shaving
Brushes, Shoe,

Buttons, Khaki

Buttons, White

Candy, Chooolate, Bar types
Plain and Nut filled
Candy Bars, 5y Choe Soated
and Filled Typcas

Candy Bars, 5¢ ¥ncoated,
Filled Types

Oandy Roll, 5¢ Fruit Dreps
& Mints (Life Saver Type‘)
Cards, Playing,Standard
Crrds, Playing,Pineehle
Cases, Cigarette,Plastic
Cigers

Cigarettes (26Fs)

Clips, Nail

Cloths, Metal, Folishing
Cloths, Shoe

Compacts, Powder

Congh Dpops

Creams, Cleansing
Decdorants

Dice

Envelopes

Files, Nail

Filtera, Pipe
Flashlights
FlagchlightRulbs

Flints, Lighter, & Wicks
Fluid, Cleanimg

Gun, Chewing (Stick)
Handkerchiefs, Women's
Hair 0il

Thk, Parker 51

Juices, Fruib

3.
L/l
5
6.
7.
8.
Ge
104
1.
. 12.
13.
L.
15.
16.
17,

18.
19,

2o

21,
22,
23,
2h,
25,
26.
&1
28,
29,
30
3.,
32,
33,
3h.
35,
3(\.
37
38
39‘
40,
L1,
L2,
k3.
Ly
L5,
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L TENDIX 8 conbinued

FROM U.S .

L6, Kit, Sewing
L7+ Knives, Pncket
48, Lighter, Cigarette Flore

49, Lipstick Jtyre
80, Lotion, Shave

51, Loticn, Skin

52, ldrrors, Trench

53. Napkins, Sanitary 12!s

She
554
56|
57,
580
59.
604
AL,
62,
63,
bly
&5,
66.
674
8.
£9,
o
T,
72.
3
T
75
76,
s

Nctebocks, Pockst

Fadlocks

Papers, Ciparette

Faste, Tocth

Pencils, Lead

Pencils, Mechanical
rencils, Styptic
Pens,Fountain, PopularPrice
Pens, Fountain,better grade
Pins,;Hair, Bobby

Fipes

Polish, Nail

Polish, Nail Remover
tortfclic, Yiriting

Powder, /ntiseptic

Powder, Face

Peowder, Foob
Frophylactic,Rubber, Thins3!
Prophylactic, Chemical
Puffs, Powdcr

Ragcrs, [JE.

Rouge, Face

Scisscrs, Small

Solvent, Gun

78, Shampoo

79 Souff

£0. Soap, Shave Stiek

81, Solubicn, Antiseptic

82, Tublets, Vriting

83, Tissue, Cleansing

8, Tobacco, Flug

85. Tebacsco, Sarap

g6. Tobacco, Smecking,Ciparette
87. Tobacco, Smeking,Fipe

g8, Twothbrush

89, Tubes, ToothbrushPlastic
s0, Tweezers



APPENDIX 8 continued
QS Hesponsibilitiest

FROM UKo FRGL UK,

1, Beer 234 Nibs, Pen

2, Billfolds 2, M1, Gun

3+ Blueing 25. Faste, Bubten, Folishing
L Borrds 26, Fenhold:rs

5. Closnors, Pipe 274 Pins, Comnon

6. Cola Drinks 28. T'ins, Hair

7. Cola Syrup 29 Plaos, Safety

8. Coumbs, Men's 3. Polish, Shee, Peste
9. Cembs, Rattail 31, Touches, Tobaceo
10, Gockics 324 Towder, Teleum

11, Gotton, .bsorbent 33« Powder, Tooth

12, Cream,Sheaving,Brushless 3he Set Wave

13+ Cream, Sheving,lathsr 35. Shields, Dress

L. Curlsrs, Hair 3. Shoe Lazees, 271, LO
15. Fluid, Lightcr, Flame 37« Sosp, Flake type
16, Fluid, Lighter, Flameless 38. Suap, Saddle

17. Glue 39. Soap, grit type

18, Hungers, Cozt, w/bar LO. Soap, Toilet

19, Ink, Blue/Black hi. Soap, Leundry

20, Fatches, Sufety Bax L2, Starch

21, Mntehes, Safoby Buok L3¢ Strzps, ¥rist Vateb
22, Nets, Hair Li+ Threed, Xhaki, and “hite

45. Vaseline

NOTE:

Shaving Cream, Tooth Powder, Talcum Powder, anc Ink, indicated
as coning frem the U,K. will be shifted to U.S. nrocurement
i1f quzlity ahd container troukles cannot be eliminated.

AES Resnonsibllitiess

FROM U.5. ¢ - FROM U.S, **% FROM U.S, #%%
1, Alks Seltzer, 6OF 1. #ix, ce Cream  l. Speeial Orders
Z, Brooms, Uhisk 2, K11k, Powdered as required
3, Clueks, ilarm 3, Syrup, Chocolate

L. Daubers, Shos Lo Office Equipment

5, Handlz:rchlefs,Ments 5, Furniture % Fixtwres

6. Kit,Inspection 6. Machinery

7. Feanuts
g8, Watchea
9, Gandy Box 1 1b,

* Toems in this GColumn will be shipped to this theat-‘s'r" a8 LuElS.
property to be purchased by OCQY, for storage and distribu~
tion by Depots and resale to Unit ¥-whanges.

¥*  Ttems in this eclumn are for AES requirements not cone
sidered as normal exchange resale items, These iben}i w:'i.ll be
warehoused by 15 and will remain the proporty °f SIS, They
#11l e distributed as requested by AES. -

*¥# Special Crders, as required, will be shipped to .AES,m?.
0ClM will not procure, sture or issus suth speeial orders.
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o . ATENDLL 8 continued
quulsumns for normal resale items nct listsd in D
Cir 245, as Quartermaster procurement, will be submitted
by AES, af?er‘ coordination with OCQH, to Pembark, in ac-
cgrdance‘mth provisions of par 6 (c5 WD Cir 245, Inforimz-
tizn copies of all such requisitions will be furnished
ACGM, ETO.

NOTE: The objective of AES and (0QN is to confine apmy Ex-
change procurement to those items enumercted in Subject 3,
Column 2 and 3. To disposc of, through Unit Exechanges or
otherwlse, all other items now in depots. Steps have besn
taken to this end,

P. Changes and additions to WD Cir 245, deted 7 Octeber
1943, for procurement purposes,

QUS Responsibilities: The OCCHM will ccordinate with the 4LES
in any changes and/or additicns in 'D Cir 245, dated
7 October 1943, as propesed by LES for this theater,

AES Responsibilities: AES will, after ciordinzticn with the
OCQM, recormend te the Theater Commander, such changes ané/
or asdditicns in Apmy Exchange normal resale items in D Cir
245, dated 7 Octeber 1943, as arc necessary to this Theater,

5. Office equipment, furniture and machinery procured from
UX sources,

QMS Responsibilities: iES will submit requisiticns for
office equipment, furniture and machinery requiredi fir
cperation of exchanges, fnr possible loeal proourcment,
AFS will furnish information as to locel scurec when
possible, Such items procured locally will be s~1ld through
Depot G - 30,

AFS Responsibilities: Reguisitions for cffiecs equirment,
furniture and mechinery, required by exchshges will be
submitted to OCOM by 4ES fer lecal procuretsnt, with in-
formaticn as be possible scurce of loeal supply. Requi~
sitions for office equipment, furniture an? mechinery mct
procurable in the UK, will be plaoed;@n the US by #B3,after
coordination with OCQM.

l}n RSGSiEto

a. Normel items in ¥D Cir 245 procured by Quartermaster
Service and stocked in all depobs having sroy Exchangse
supplies. Alsc items procured locally by QUS elther in D
Cir. 245 or in addition theretn.

QMS Respensibilities: (From U.S. and U.K.)
Neoeived in Depots and picked up on stock recerd cards
without reference to the aES.
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APENDIY 8 continued

ARG Resnonsibilitiess

litne

b Ites ot in D Cir 245 for QIS rocurement, but are
ncrial items to be procured by AES, purchased by the QLS,
wnd stocked in depots for sale to exchanges.

QS Yespongi¥Aibiesy (From U.S.)

Tbuws ~f this type are oxtracted from monifests prior to
arrivel cf ship, Adviece is furnished AES and receiving
dupots, Derocts will hold these shipments in~bact wrtil re—
presentatlves of ABS tally-in supplies concurrently with
a depot of ficer. Purchasing and Contracting Officer cof the
Jepot initistes payment to AES for such supplics after re-
coiving authorizgation from QCCHM, AVO 871, Supplies are
~ then releascd for distribution to unit exchanges.

AES Howpoasibilitks:

4TS will dnveice supplies to OCQM on & pre~dotermined psr-
centage above landed costs in order to insure AES against
lcss by pilferage and damage. The Theater Exchange Officer
will establish this percentaze, which will be changed from
time tc time as conditicns warrent. OCQM will be advised
of the percentare currently uscd,

£+ Items not nomual Apny Exchinge ibems and not dneluded
in TD Gir 245, and nor normally sold in Arry Exchanges.

QS Resmonsibilities: (From U.3. and U.K.)

These are such itens as ice crssanm mix, machinury of all

" kinds, officc supplics and siuipment, These supplies will

be held fer the account and ¢isposition of the AES,

Supplics will be tnllied-in, bub not pald for by the (M3,
The dupsot will issue a memcrandum recelpt to theABES for such
supplics,

LIS Pesponsibilities:

In order to ascertain the amount of space in depcts to
be occupled by this type of supply, the AES will furnish
the OCQHM, w9 871, with estimated tonnages, copies of
roquisiticns, codé maridngs and shipping information,

GifS Responsibilities:

605 will receive inte depnts, furnditure, fixtures, and
equipment from alerted units for temporary storage, and
wlll svise AES HQ as to such recelpt. 4 memorandum recedpt
will be issued by the receiving depot to the exchanme unit
turning  In such items. CCQM will receive shipping in-
structions from AES HQ. ‘
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ATENDIX 8 Continued

LES Hesponsibilities:

The AES will advise OCQM as to disposition instructions
for such items ns furniture, fixtures and equipment rew

geived from sYerted writs.
4+ Speelal Orders,

QIS Responsibilitiess

None

4FES Respomsibilities:

These items will ordinarily be shipped te this theater by
mresl pest end will be received and stored in Apmy Exe~
change store rooms only.

DISTHIBUTION:

4.dieceipt Into Bulk Depots and distribution to Class I de-
nots handling Army Exchange supplies,

QUS Pesnunaibilities:

ALY bruy Bxchange supplies received from U.8. and 0.K.
will Tirst be received into Dulk Depots, Distribution
Depnts will requisiticn from Bulk Lepots in aserrdance
with strengths estimated for 30 days from date of requisiticn.
Distribution of susplies by Distribution Depots will

be made in aceordance with par 3 e. aAdm Cir 93 Hq,

505 6 Jan 1943, in sc far as possible, Items in short
supply will be distributed equitably between depots ac-
cording to strength currently being scrved, Depots may
edit requisiticns from unit exchanges Acvwnward vhen
swplies are short, Iike items of U,.K. and U,S. manufact—
ure, when proesent in the theater or depots, will be
ddstributed in such a manner that each unit exchango re—
ceives its proper proportion of each.

ALS Respongibilitics:

Cne Liaiscn Officer of the Army Ixchange Service detailed
tn OCQM, AFO 871, will supervise the distributicn of Army
Exchrmpe supplies in order that AES may be currently im-
formed us to the supply posilion of each depot handling
exehange items.

b. Depot inwenteries,

QMS Itesponsibilitiess

OCQM will provide AES Hg with copieg of «l1 depot inventeorics,

£6
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ATENDIX 8 contlnued

AES Responsibilities:

AELS will meke available to QCQI-'I information as te stoek
levels oompiled from depot inventories.

STORLES:
g irmy Exchange items and Army Exchange Froperty.

QB Tissponsibilities

lymy Bxohange ltems and Apmy Exchange property way be-
stered and issued Treom any of the following depobs:

BULK DEFOTS DISTRIB.DEPOTS DISTRIB,DEE. DISTRIB DES.

Lendon London | YastHarling Hilsea
Thatcham Thatcham Boughton fleyhill
Teunton Taunt.con Yiem Ashchurch
Lydney Iydrey Burton~on-Trent Bristol
Liverpool Liverpool Glasgow Coypool
Histen Histon Moreton~-on-Lug Fxeter
Gt,Dunmew Honeybourne SheptonMallet
Stowmarkst Barry North.Treland!
BungayDitchinghamie s tbury {Reqns.to be
Kettering Inckerly Hall  submitted to

OCQK AP0 871)

AES Responsibilities€COM will allot frem their space such
space as may be required by /TS for stcrage of items other
than unit exchange items for resale purposes.AfS will ad—
vise OCQM as tn storage space requirements,

LEVELS:

&sDepots

GMS Responsibilitics:

No levels are established for Bulk Depots. All distribue
tien depots will maiubain Aprmy BExchange supplies on a 30
day leval bascd on the strength to be serwed 30 days dn
advance, Exeoption to this is a distribution depot in
Northern Ireland which will bs stocked on the basis of
150,000 men for 60 day period,

AFS Responsibilities: None

b, Army Exchanges.,

QMS Responsibilities: None

AES Respongibilitles:

Arny Exchanges may have on hand, not to exceed 30 days
supply, of Army Exchange resale items. Supplies may be re-
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LPENDIX 8 eontinued

Guisitioned not toexceed 30 days supply ¢f stock en hand
and on requisition, Nominated Units will be directed by

ne

AE3 Hge o reduce their inventories by sales to a U 2day

level, prior t5 baing alented, flerted writs vu':ll retain
one weeks inventory and return the balance of the invente
ery to the depet for eredit, Fixturss and equipment will

be turned in to the depct for teaporary storsg:a fer the
account of AES Hg. 4FS will advise OCQM as to ths disposition
of such fixburvs ani scuipment.

ALLOVNCES s
a. Hequisitions on U,8. and U,K.

Q1S Hesvonsibilibiest

~sdlowanaces e be used in the computaticns of requisitisns
will be those indicated in WD Cir. 245, with amendments
with respect te supliss procured in the U.S. Suapliss
procursd in the UX, will be in acecrdance with factors
estublished by the /ES after co-crdination with the 0CQY,
or in accorcancs vith the allcwances seteblished as a re-
sult of agreement between UlJK, and U.S. actherities., In
o case will allowancss be used by Army Exchanges in re-
Quisitioning supplizs which are in excess cf sllowancus
used in requisltions pleced con supply scurces. Fending a
list of allowances to be compiled by the iES for irmy Ixe—
chzhges to use in requisitiorgng, depots will be proviled
with a list of maximum allowances permitted, This 1ist of
allcwances will be furnished by OCQi to the AES, who will,
in turn, publish the unit exchanges such allewances as
they deem proper, but in no case to expsed the 2mounts used
in computing reguisitions on the UsSa end U.Ke

LES Desponsibilities;

ATS will pericdieally review oonsumption facters, with a
view to recommending nacessary change in the facters tu be
uscd in the computations of roquisitions on supply scurces
and wlso with the further view to recommending changes in
WD Cir 245, for this theater, The allowance lisi recedved
fros OCQM 1411 be revised and published to Amy Exchanges
for cuidance and requisitioning on depots. OC’.;H will not
publish an alléwance 1list, ration list, or price list to
unit sxchanges,

b. Requisitiens on Depots,

QM5 Nesponsibilities:
Depots will issue supplies based on requisitions p?esenteo',
by unit exchanges. ilterations and substituticns vill n(Et
be made in requisitions if such supplleg are aVa:Llablcﬂln
the depst. Unit exchange roquisitions will include 2 corti-

68



9o

APPENDIX 8 continued
ficate that the quantities reguisitionsd, plus those on
hand, do not exceed authorized allowances as published by
AnS, Troop strengths will not be indicated on requi-
sitions because of security reasons, Every effort will be
made, by means of comparisdn or otherwise, to insure that
unit exchanges chserve ration regulaticns and allowances
as published by AES. fny apparent over-requisiticning will
be brought to the attention of the AES.

ABS Heosponsibilities:

The AES will provide the OCQM APO 871, with list of allow-
ances prepared for use by unit exchanges in submitbing their
requisitions tn the depots, The OCGM will insurc that de-
nots issue in accordance with these allowances, bub it will
be the responsibility of the iES to muke spot checks of
unit exchanges to insure that allowances are being chssryed,

PRICES:
a+ QM Cost Prices,

QS Diesponsibilities:

Quartermaster Service will use the following media for
establishing cost prices cof irmy Exchange items In the crder
named $

U,S. ITEMS UK TTHS
{1) Pombark Frice List (1) Prccurement Division
(2) Shipping Tickets frem CCQM APD 887

the UdSe

(3) Purchase Orders
(L) irmy Exchange Board Prices
(5) Estimtes to be ccordinated with AES

Quartermster Service will publish te depots and o the AES
Hg. cnly a comdlets ceost price list to inelude all brands
and sizes on hand in depots. This oost prdee list will be
studied constantly with a view to reducing the slzc cf the
publication, In no ease will this ccst price list be fur-
nished to unit exchanges,

4 shert list indicating items likely to be jresent in all
depots will be supplisd to 4iES Hg £or re-publication. This
list will be a guide cnly as to types of items,

AES Resnonsibilitiess

The NOGM will furnish AES Hg znly with a cost price list
of all exchange items present in depcts. This will be a
complete cost price list and will not indicate that all ,
items on the 1list are present in every depot. Such a listing
of items is mcessary, even bhough the number of items
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carried is much less, Under present conditions it is not
possible to cbtain, either from {.S. or U.K,, sufficient
supplies in desired bramds tc make full distribution for
strengths served by depots, The ABES will furnish a complete
list to unit exchanges, with selling prices indicated.-.
list compiled by OCQM will indicate items present in most
depots, This asbbreviated list will be furnished by AES to
unit exchanges, together with the allowances, and will
serve as a guide in the preparation of requisitlons Ly unild
exchangzes,

10, ACCAUNTING:

2+ QUS tc Treasuror of U.S.

QMS Responsibilities:

A1l supplies which are the property of the United States
Government, either by shipment from the U.S. and UK. as
GH property, will be accounted for by the (MS tr the Pilscal
Dirccbor, ETO « Suppliss delivers:t to unit exchanges will be
for the account of AES Hgq, APO 887. Proper tally-cuts, with
signatures, will be forwarded to JES Hq. APO 887, by the
issuing denots. All supplies delivered by a given depot to
unit exchanges during a given menth, will be payable not
later than the 20th of the month following by the ARS HQ.
to the depcet echeerned, Depots will maintain a sales
seetion in aceordance with D,O,M. 50 and will make remit-
tances of funds recedved from the AES Hq. tu the local
finance offieer, Unit exchunges will have no finanoial
transacticns with the depots.

LES Resnonslbilitles:

Supplies delivered to unit exchanges by a given depot will
be accepted by AES Hg. as an oblipation, The AES will pro-
pare a single check frr all supplies dulivered to umit
exchangzes by a given depot durilng & given month and for-
warded toc the depot concerned not later than the 20th

of the frollowlng montn.

be Unit Exchanges to AES Hq,

QMS Kasponsibilitlesy None

ALS Responsibilities:

Unit Zxchanges roceiving supplies from depots will gecount
tc the 43S Hg. APO 887, im accordance with procedure pre-
scribed from time to time by technical dirsctives, lssued
by the Theater Exchange Officer, In no case will unit ex-
changes have finaneial transactlons with depots.

11, REQUISITIONS: 2. On U.S. and U.K,
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OMS Responsibilities:

Requisitions for cxechange supplies both from the U.K.

and U.S. will be prepared by AES based upon factors fur—
nished by AES, after co~crdination with OCQM, for the re~-
quisitioning periocds presdéribed by higher authorities.
OCQM will assist in the computation of requirements and
tonnages and will retain finel editing power to insure
that all troops will be supplied,

ALS Responsibilitiest

The AES Liaison Officers, on duty with OCGM, APO 871,
acting uwpen instructions from the Chief of Procurcment,
AFS, APO 887, will compute requisitions for exchunges
supplics te be carried in depots,. Facters will be furnished
by AES, afbter coordination with OClM, Requisiticns will

be prepared as theater requiraments for requisitioning
pericds as prescribed by higher authority. Requisitions for
supplies net prceurable by OO will be computed by the AES
after coordination with (0GM. Reguisitions for swiplies
required for purpeses, other than nomszl unit exchange con-
sumption or use, and which will be received by the M3

and stered in depots for the AlS, will be prepared by the
AiS, after coordination with the OCQ, Informatlon ocopiles,
with tonnages computed therecn, will be furnished to OCLMe
Kequisitions for speecial orders will not be referred to OCGM.

RETURN OF UINSATISFASTONY SUCT LIES:

GMS Responsibilitiess

Depots will accept for full credit, excliange supplles ro-
turned by unit exchanges if such suppiles were originally
received by the unit cxchange in an unsaleable cr unsatis—
factory condition, Shop worn and damaged supplies, which
wzre originally received in goed condition by the undt
exchanges, cannot be returned tr the depet by the unit oxe-
change for credit,

AES Responsibilities:

The decision as to what constitutes unsaleabls and unsatds—
factory supplizs will rest with AES in cooperaticn with @CAL.

/BS will retain final right of determination on such suppliss.

.

CONCUHRENCES IN THIS PLANG
LMS Hesponsibilities: OCGM concurs in the plan as presented
herein,

ARS Responsibilitdes:AES concurs in the plan as presented
harein. ABS has ha¢ the list of army exchange resale items
dncluded in this plan for this theater presented to and con-
curred in by US Army Alr Forces and US Apmy Ground Forces,

ASFROVED: /s/ROBERT J.LITTLEJOHN Date 4 February 194k

Major General,USA,Chief.uartemaster,ETO,
o/F I, FIRMAN Date 14 Februsry 1944
Colonel,Cavalry,ChicfirmyExchange Service
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APPENDIX 9

HEAD- UARTERS
COMMUNICATICONS ZONE
EUCOPEAN THE<TZR OF CFERATIONS

APO 887
27 December 1944 .

AG LODJ13 OpCA

MELORANDUM TO: Chiefs of Supply Services
Chief, Arwy Exchange Service,

SUBJECT Furchasing in Neutral Ceountries.

L. Purchasing 1n meutral countries is the re~
sponsibility of the General Purchasing Agent as Chalrman
of the Generzl PFurchasing Becard.

2, Surveys or reconnalssance tu determine avallablility
ef preducts will be made on applicaticn to and in conjunction
with the General Purchasing Agent. 4fter availability has been
determined, applicetion will be macde to AC of §, Geh, for
the autherlty to make the purchases and AC of § Gedp,will
deternine the relative prinrity ~f the redquest, if approved.
The Generel Turchasing Agent as Chalrman of the deneral Pur~
chasing Board, will arvange the nscossary clearanco with
the 5, ate Dgpartment and other United Statos nr foreign
governmental departments concerned,

By command of Ideubenant Gensral I1EE:
RICHARD P, FISK

it.Celonel, AGD
Assistant Adjutunt General

DISTRIBUTION: "C" plus
-1 (1)
C/IA'XES /( 2 )
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-

APO 237
1 June 1944

SUBJECT : Limitation of AES Profits

pue ¢ Theater Army Exchange Service Officer

L. In order to reduce profits to only those re~
quired for a congervative operation of the AES, I under the
general powers conferred on me as Deputy Cerwmander, author-
ize and divect you to sell AES supplies procured in the US
at such mark-up as will produce net profii of net to ex—
ceed 5%, until such time as:

2. The working capital owned solely by the ARS
is $ 6,000,000.00.

b. The cash reserve to meet possible lesses, such
&s those caused by enemy action, is $ 1,000.000.00

To accomplish the above you are authorized and directed
to sell US procured supplies below cost, aB necessary.

2, When the above ends are about to be accomplished
you will meke pertinent recommendations to this headquariers
for such reduction in mark-up as will maintain AES finances
at the above prescribved level,

+/JOHY C.H,LE3
Lisutenant Generzl, U.S.Aray
Deputy Theater Commancer,
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[PPENDIX 11
CSONEIDENTI-L
HE.D U/RTERS
BUROTEAN THELTER OF CPERATIONS
WITED ST.TES ARMY

LG 331,3/1 CpGi REL/GHS /hwm
SUBJECT: Limitation of Apmy Exchange LU0 887
Service Profits. 5 Lpril 1945

TO : Chief, /rmy Exchange Service, Eurcpean Thsater of
Operatinns,

1. Lebter, this headquarters, subject: "Limitation
of LES t'rofitsh, dated 1 June, 1944, is rescinded.

2, In order t~ accurmulate »rnfits only t~ the extent
as required for the efficient operaticn of the Apmy Exchange
Service, censistent with AR 21050, 20 Janusry 1945 and Section
I, GO 39, this headquarters, 18 Harch 1945, you are autherized
and directed t= sell army Exchange Service supplies procured
in the US at such merk-up as will produce net profit of not
tn excced 5%, until such time as:

2. The working capital owned solely by the Army
Fxchange Service is § 14,000,000.07,

b, Cash reserve t. mcet possible losses, such as
thrse caused by enemy action is § 1,000.000,0C,

c. Insurance in net werth will not exceed
$ 1,000,000,00 per calender month,

3. To accomplish the above, you are authorized and
directed to sell US procured supplics fer below cost, as is
NeCesS5ary,

L then your net worth has reached the amounts
hergin prescribed, such reductions in merl—up will be made
by ysu s~ as to maintain forny Exchange Service finances at
the prescribed level,

BY COMMAND OF GENFR.L EISENHOWER:
/t/ R.B. LOVETT

Brigadier General, USA
Lajutant General.
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LFPEDIX 12

HEAD"UARTERS
U.5. FORCES, RURGCESN THEATZR  AG/OGH/pkb

(iain) 100 757
AG.331.3 GiP- XD 18 hugust 1945

SUBJECT: Idmitabtion of irmy Fxohange Serviee Profits,

TO ¢ Chief, frmy Sxchinge Service, Thenter Service
Forcesy Burcpsan Theater.

1, Letter, Headquarters, Puropean Theater cof
Operativns, file AG 331 .3/1 OpGa, subjsct as zbove, dated
5 foril 1945, is rescinded, .

2. Ir orier t» accumulate profits to the extent
required for the efficient coeration of Apmy llxchange
gervice and at the same time provide such funds as may be
require! by USFET Central %slfere Fund, oonsisient with
sl 210-50, dated 20 oanuary 1945, you are authorized and
Yirceted te sell Army Exchange Serviece sunplivs and scrvices
ot such mirk-up as will oroduce an overall nst rrofit of
not bt exceed 7% of zross sales untdl such time ns:

ay The workin; capitzl .owned solely by the
Lrmy Exchange Service is § 14,000,000,00,

b, Cash reserve bt mset possibleé losses In-
client te operation and liquidation cf exchanges is
$ 1,000,000.c0.

¢. Sufficient profits have been distributed
te USFET Cenbtral relfare Fund i finance authorizod wel-
fare projects in the theater,

3. To accomplish the above, you are authorized nnd
directal to sell individual items bel-w cost, if Jictoted
by geod merchandising practiee, Maximum price on any
sriicle, howsver, will not exceed the usual jrice for
simfar articlss in exchanges in the Unibed S ates, unless
higher prices are required under sxisting agreements with
loesl governments,

L, %hen your net werth has reusched the amcunts
rraseribel horein, reducticns in mark-up will be made by
you sn. as to maintain Army Exchenge Service finencss ab
the preseribed level. ’

BY COMAND OF GENGRAL EISENHOJER)

/s/ R.B. LOVEIT
Jt/ R.B, LOVEIT
Brigadier Gencral, USA

A jutant General,
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SPEDIX 13

HE:D UARTERS
COMEUNICATIONS ZONE
.BURCPEAN THEATER OF CPERATIONS
U;S. ARMY

Army Exchange Ssrvice

po 887 27 October 1944
MEMORANDULI No, 19

SUBJECT: TRUANSAITTAL OF FUNDS TO LRMY EXCE.IGE SERVICE—-
~~(Finance Form 1044)

T O ¢ AlL Unit Exchange Officers cn the Continent,

1. Cash received from ALL Unit Exchange activitles,
in excess of operating funds, as authordzed by the Unit Ex~
change Cowieil, ‘B3, 30P No. 25, 5T0, Par 12 £, will be
depesited Aaily, cr as frequently as possible, with the
looal Finence Officer,

2. Finance Officers functicn in the same copacity
as., bank cashiers. When meney is deposited with Finance
Officer, Finance Form No. 1044, in duplicate, will be issued
to the Undt Fxchange Of fieer, The following detail on
Form 1044 must be eompletely filled im

a» Date.

be Do 0. Symbol No,

ca Oollecticn Voucher No,

de Signature of Finance Officer.

3. Cenpusutions of forelgn currencies inte dollars
must be carefully checked by Exchenge Officer.

ke The original copy of Forms No. LOk4 will be
forwarded to Army Exchange Service, 0 887, snd duplicates
will be retaimsd by the Unit Exchsnge Officer.

5. Then the original copies of Forms 104k are sent
te ARS, Hgs, COMZ ET®, /IO 887, they will be sm".merized.
on Form 115a, Unit Remittance Form. Care must be taken in
cumpleting Fom 115a, Trensmittal Forms 1l5a muat be for-
warded tc AES, APO 687 =t least twice munthly,

6. Bach deposit of funds mace with Finance Officer
will be recorded in Colum # 12, MBank DepOSits'.‘, AES Fom
200, and on line corresponding; to date of depeaits
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APPENDTL 13
continued

7. Yinen Forms 1044 are sumariged on Transmittal
Form 115a, and sent to AES APQ 687, they will be entered on
Form 200 wider "Checks Tssued!" item #4. One line will
be used to record indlvidusl deposite (10k4!s) appearing on
cuch Form 115a ~ total to be extended cver to Celum Ke,l2
tg sxhiblted below.

Checks Iasuedat

Chck No. Day  Paid to:(list 107 1a)  for  Column 12

Form 115a 8 9003 ~ 7500 ~ 800 24,500

For the CHIEF, ARMY EXCHAUCE SRRVICE, CZ, ETO:

/s/ HeG. SCHAEFERS
7t/ H.G. SCHAEFERS

Msjor AUS

DNISTRIBUTION Mg . Executive Officer,
Sample Forns 1044
Fernm 1044 Scheiule Nowsess o

SCHEDULE OF COLLECTIONS Sheot NCo sveess
e _ FINANCE _ _ _
( Derertwent or Tstavlishment ) {(Bureeu.ocr Office)
iteceived by (Name nf Finance Officer,lank & HD No.}..at

(Name) (Title)

(iirny _ _ _ Period_ _(Month Collections Made)_ _  D.0.Symbol

(Station)

Nos (From Finance Cffice)

Date Recelpt o
Tiectd Number Name eoffienitter DetaileiDescxiption, etc,

Ty Fundsheceived atb (3)
2y
Fund to he (1) Date Collections were
ALount Credited i secle
(2) Name of Unit
In Francs TF 218,916 Depot, Lccount Ne. APD
In Dollars
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Sample Form 104, continued:

(3) .rmy Exchange Scrvice
Funds,

(NAVE OF OFFICER
DEFOSITING)

(RABK, BRLNCH
(OR(L‘Q-IIZP.TIONS

PRIty

fxchange *fficer,

(FAYG, GRADE, BR.ICH)
(NC‘. ——————— )
Finance Cfficer

vk



APEDIX U

HE(D UnRTERS
EURCPE/N THE.TZR OF OFERNTIONS
UNITED STALTES ARifY

FISC.L PROCEDURES

\ . " . PR VR PO ’
I L O R o L S A O ) EE -

II - CONTINENT/L OrEU.TIONS

3¢ oo sroy Exchanpe Funds. (1) Deprsit with Dis-
bursing Of ficer, Lrmy Exchange Officers will depcsit receipts
from sales at /rmy Exchange with Finance Officers. Finance
Officers will make the maximum use of these funds as a scurce
of currency resupply. irmy Exchange depcsits will be made eon
Stardard Forn 1044 (Schedule of Crllections), in quintupliecate,
and taken up by the Finance Officer in TF 218912.002, The
original and cne eopy of the Form 1044 will be furnished the
frmy Exchange Of ficer making the deposit, after assignment
of a collection voucher nurbgr, and he will, in turn, ferward
the original te the Theater Zxchange Officer, Une copy will
be mailed to sccounts Branch, Office of the Fiscal Dirccter,
LPO 513, and the other two copies will be retained by the
Finance Officer.

(2) Refund to Jrmy Excaange: Refund of iray Ex-
change deposits will be mede to the Theater Exchange Officer,
on his request to any Finance Dfficer, Refund will be rmede on
Standard Form 1034, which must be acconpanied by supporting
original Standard Ferms 1044 furnished by the Theater Ex-
change Officer, indicating proper voucher ccllection refgrences.

(3) ibstract tc bo Prepared by Disbursing Officer:
ibstract of Repayment of Internal Trensrissicns! \\a:.ll be pre-
pered as preseribed in Par 2 ¢ (1) (b), absve. In lieu of
preparing the abstract, extra copies cf the repayment vouchers
may be prepared and forwarded to the iccounts Branch,

(L) Procedure for Securing Duplicate Gopy of Col-
lection Vouchers: Gee Par 2 ¢ (L) (37, sbove.

: . o s s e s w3
O I R A I U

BY COIZ/ND OF GENERAL EISENHO ER:

+*

N

R X

/s/ R.B. LOVEIT
/t/ R.B. LOVETT
Brigadier General, USa
Adjutant General

1=
o]
1933
L=}
1=
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APPEIDIX 15

HEADQUARTERS ARLIY SERVICE FORCES
Army Fxchange Service FRK
25 Mest l3rd Street
New Yorlk 18, N,Y.

In Esply SPSFI O19. 30 December 194l
refer to (30 Dec 4}

AR:FY EXCHANGE SERVICE
OVER3ZA BULLETIN No.2y

SUBJECT: Insurance and Claim Procedure.

TC : All Oversea Exchange Officers.

SECTION I
AUTHORTTY

1, This bulletin is issued under authority of AR 21C-65,
1 June 194n, as amended, Paragraph 33, and prescribes the kinds,
plans, and forms of insurance which shall be carried by oversea
exchanges (exchanfes located ontside the continental limits of the
United States, weaning the forty—eight sbates and the District of
Columbia) .

2, Army Zxchange Service Oversea Bulletins No,35, 17 June 1913,
Noe 15, 16 May 194k, and Ko.22, 10 November 9Lk, are hereby res-
cinded.
SECTION IT

DESCRIPTION OF PRESCRIBED TNSIRAICE COVERAGE

1. POLICY CP-37897, ATTANTIC HUTUAL INSURANCE COLPANY
Open policy of marine insurance covering property of ovex-
Sea exchanges,

a. PERICD OF COVERAGE, Property purchased by this office
for oversea exchanges is coverad while in the ordinary cowrse of
trangit from time of leaving vendor's warehouse or store until dise
charged from oversea vessel at final port of destination., There-
after the insurance continues while property is in transit, or
awaiting transit, until delivered to destined exchange warehouse,
subject to the following limitations:

(1) Where exchange varshouse is located within port
limits, coverage ceases unleas delivery is elfected within
fifteen (15) days.

(2) Where exchange warehouse is located outside of
port limits, coverage cesases unless delivery is effeabed
witkin thirty (30) days.

be RISKS COVERED.

(1) VWhile property is in transit from vendor's Wware
house to ports of loading and while stored at ports in
ordinary course of transit, insurance covers against loss
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or damage from named external causes, such as fire,
collision, derailment, cyclone, hurricane, flood

(meaning the rising of navigable waters); or by accident
to conveyance; or by collapse or subsidence of docks;
burglary (meaning forcible entry into inclesures or
premises where property is stored; of which entry there
shall remain marks indicating the use of force), and
theft or non-delivery of an entire shipping package. The
coverage, after unloading at port of discharge and vhile
in transit or awaiting transit to destined exchange ware—
house, is the same ss provided to and at port of loading,
as limited by paragraph la abovs,

(2) ¥nhile property is laden aboard oversea vessels,
propelled solely by mechanical power (craft and lighter
risk incident to voyage included) this insurance covers
against loss or damage resulting from the peril of the sea,
such as stranding, sinking, burning, or collision; Aidcts
of God, such as high winds or heavy weather; and theft
or non-delivery of an entirc shipping package.

ce RISKS EICLUDED. Loss of or damage to property which
cannot be properly construed to have been caused by perils of the sea
or Acts of God, except as provided in b (1) and (23 above, is ex—
cluded from coverage under this policy. Coverage for losses resul-
ting from negligence on part of vessel operators, from fresh wster,
pllferage, poor packing, rough handling, concealed shortages or acts
of war is excluded.

d, INSURABLE VALUES. Oversea exchanges are insured for
full value of proporty, including transpeortation charges and in-
cidental expenses required to place goods in condition for shipment
but oxcluding AES foe and marine and war risk insurance premiums.

ce LIMITS, Policy limits arc as follows:

(1) In the ordinary course of transit in the
United States or Canada 1,000,000

(2) Wnile aboard any onc oversea vessel of
iron or steel construction propelled solely by
mechanical power 500,000

Includad in above limit, cargo on deck
is insured for not excceding . 2,500

(3) After discharge from oversea vessel, in
the ordinary course of transit or awalting transit
to destined exchange warehouse 1,000,000

(L) Wnile aboard any one oversea vessel of
wooden construction propelled solely by mechanical ’
power ’ 30,000

Included in the above limit, cargo on deck
is insurcd for not exceeding 2,500
(5) While aboard any ome air conveyance 25,000
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fo. PREMIUM.. Premium is based on total purchases paid
for as shovm on Fiscal Officer Statcment at the end of each
accounting period. Rates vary depending upon location of exchanges.

- ge. REPORTS. ZExchanges arc not required to submit reports
of initial shipments from United States or Canadian ports as infor-
mation required to effact inswrance is available to Insurance Section,
Finance Branch of this office.

h, TRANS-SHIPMENTS, WNormal and customary trans-shipments
incidental to a voyage, as well as trans-shipments which are the
resuit of forced discharge of cargo where the shipper exercises no
control over the movemant or route of the vessel, are covered while
property is stored at the trans~shipment point, While so stored,
cargo should be inventoried and properly guarded to prevent losses.’
The insurance is in cffect at trans~shipment point unzil shipped on
the next connccting vesscls  Coverage ccases to exist at trans-
shipment point if property 15 not forwarded on next connecting vessel,
but, in such event, insurance is again in forcec after leading on
subscquent vessel or vesscls. - Manifests, bills of lading, or simi-~
lar shipping documents are required for cargocs loading on connccbing
vessels, in order to zssist in proving claim in ovent of loss,

i, RE-SHIPBNTS. This ogean marine policy may be cxtended
to cover properity re-shipped from bascs to exchanges and from one
port to another port, subject to the following conditions: -

(1) Provided that reguest for such insurance is for—
warded by exchange to thoe Insurance Section, Finance Branch,
AES, New York, and such request rcaches this office priecr to
date of sailing., If cargo is to be forwarded aboard occcan
vessel of iron or steel construction, propelled solely by
mochanical power, requests shall so state and include
information as outlined in (&) to {e¢) bolow, If cargo is
to be forwarded aboard occan vessel of wooden construction,
requests shall so state and include infermation as outlined
in (a) to (i) below,

(a) Namo or code number of vessel.

(b) Probable date of sailing.

Ec) Port of origin and final port of destination.

d) Valuc of property shipped, less discount, plus trans—
portation charges and incidenbtal cxpenscSe

(e) Humber or code namc of exchango to which insurance
premiuns arc to be charged.

(£) Vessel's gross and not tonnage.

(g% Year vessel built and name of builder, if availablo.

(h) Iength, width, and depth of vessel.

(i) Mumbor, kind, and horsepower of ongines,

(2) "herc numerous re~shipments are contemplated, upon
roceipt of roquest, special arrangements may be made by
Insurance Section, Finance Branch, AES, New York, providing
for monthly reports of shipments made during prcceding
month, Where such arrangerents are made, cxchange or
theater headquarters must guarantee that all shipments will
be reported and that records providing information referred
to in Paragraph 1,1.{1) above and Section IIIL, Paragraph
i.2+ are maintained.
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) j: SHIPMENTS TG UNITED STATES OR CAN:iDA. This ocean
mar.‘lne.pollcy may be extended to cover property in transit to dis-
tribution centers, warehouses or vendors in the United ~S‘c,atcs or
Ca.nr_:lda. To secure coverage under the terms of this ocean marine
policy, requests and reports must be made as outlined in ei%’h-‘-r
Paragraph Lloi.{1) or l.i.(2) above, .

ks AIR-BORNE SHIPMENTS,

(1) Cargo forwarded from places in the United States or
Canada for shipment via commercial or military 2ir con—
veyance is covered uxer this marine policy fronm tirme of
leaving vendor's warshouse, in the ordinary course of tran-
sit, until delivered to destined exchange warchouses Risks
covered are similar and rates applying are the samc as for
shipments mads on ocean vessels of iron or steel con~
struction propelled solely by mechanieal powor,

) (2) This marine palicy may be exbtended to cover air
shipments of property re-shipped from onc cxchange or theater
0 another, or roturn shipments to the United States or
Ganada, provided requests for such insurancc arc made by
exchange, prior to shipment, to Insurance Section, Finance
Branch, AES, New York. .rrangements may be made for
insurance in comection with single or frequent trips
depending on the needs of exchange,

2. FPOLICY #083-87, WAR SHIPPING ADIIMISTRATION,
Open pelicy of war risk insurancs covering ocean shipnenss
for oversea exchanges.

as FPERICD OF COVERAGE, GCoverage is provided from time
property is loaded anoard oversea vessel, of iron or sbeel con-
struction, propelled solely by mechanical power, in ports of Unitcd
States or Canada, until such tinc as unloaded at ports of destinaticn,
craft and lighter risks incident to voyage included.

be RISKS COVERED. The insurance covers against loss of or
damage to propérty which is the direct or indirect rosult of acts of
War'e

¢, PRISKS EXCLUDFD. Becausc of the many ramificnations and
borderline coverages provided by the marine and war risks policies, it
would be difficult, if not impossible, to include in this bulletin
what, 1f any exclusions are to be made without first cramining the
cause and responsibility for each lpss under the policye

do INSURABLE VALUES, LILTTS, PERITUM, AMD REPORTS

(1) Oversca cxchanges areé insured for full value of
property, including transportation charges and expenses
required to place goods in condition for s}}ipments y but
excluding AZS fee and parine and war rislic insurance .
premiums,  Policy contains no limit of insurance applicable
to any ons vessel or group of vessels.

(2) Fromium is pased on total purchases paid for as
shown on Fiscal Officer Statenent at the end ox cach

acoounting periods Rates vary depending upen the location

of exchangese
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(3) Exchanges are not required to submit rcports of
initial shipments from United States or Canadian ports,
28 information reguired to effect insurance is available
te Insurance Section, Finance Branch of this offices

8, TRANS~SHIPMENTS.  Normal and customary trans-shipnents
incident to a voynge, as well as trans-shipments which are the result
of forced discharge of cargo where tho shipper exurciscs no control
over the movement or route of the vessel, are covered while property
is stcred at the trans—shipment point for A poriod of fifteen (15)
dvyse Wnile so stored, cargo should be inventoricd and properly
gurrded to prevent lossos. Lf stored longsr than fifteen (15) days,
insuranece at trans—-shipment point ceasvs,  In such oevont, insurance
is again in force when carge is loadod on conmeeting vessel,  mani-
fasts, bills of lading, or similwr shipping documents arce rcquired for
cargoes loaded on commecting vossels, in order to assist in proving
clain in event of losse

£ RE-SHIPIZENTS AND SHIPMENTS TO UNITED STATES OR CANADA,
This war risk polizy muy be extended to cover property re~shipped
from basos %o oxchanges and from onc port to another port, or from an
oversea port to the United States or Canada, subjoct to conditions
cutlined in Paragraph Leio{1) or 1.i.(2) above.

g. WOODEN VESSELS, OCE.LN BARGES .D TUGS.  Arrangements
nay be made, subjeet to notificalion of Insurance Scetion, Finance
Broanch, AES, Wew York, for insurance covering shipments moving on
woodan vessels, ocean barges or tugs. - It 1s not nocassary to survey
the vessel, and the rate is 50% above currcent rates charged for
‘vessels of iron or stecl construction, propelled solely by mechanical
POVCL s Beeause of the inter-relationship of the marine and war risk
polieics, it is not considercd in the best interest of the exchange
t0 place war risk insurancs unless narine insurance is also carried.

he AIR-BORHE SHIPHENTS.

(1) Property forwarded by commercitl or military air
conveyance 1s not covered under this polley.

(2) It is tho opinion of this office, based on claim
cxporicnec, that war risk insurance on shipments from the
United States and Canada to oversca cxchanges via commereizl
or military air conveyince is not warrantod. If exchange
desirces coverage for war risk perils on re-shipments, this
my be arranged upon making speeifie request to Insurance
Section, Finwnee Branch, AES, New York, before ilusurnnce is
to becone cffective,

3. POLICY SK-3678, FIRENEN!'S INSURIICE CORPARY,

as This is a blanket, monthly rcporting contract effective
upen appointment of ABS as Fiscal Agent by aexchange. It covers
property of every kind or description incidental to exchange achivie
ties while such property is owned in whole or in ert by, or desig-
nnted for an exchange listed with the insurance company by ES. -
including an exchange's interest in improvements and bettorments, md
including propurty of others for which an exchango may be liable,
located or in transit anywherc in the world outside the continenbal
imits of the United States, meaning the forty-edght states and the
District of Columbia.
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be This policy insures against all risks of loss or
drnages fron any exbernal causce whatsoover. except:

(1) Loss of or damago to property described while on
any ocean or coastwisc vessel or while on any barge,
lighter or other craft in connection with the loading of
or discharge from ocean or coastwisc vessels,

(2) Ioss, damage, or cxpensc caused by or consequent
upon delay, web, or dampness, or by being spotted, dis-
colored, noldy, rusted, frosted, rotted, soured, stcamed
or changed in flavor, unless the samc is the dircet rosult
of firs, lightning, windstorn, oarthquake, flood or rising
water, burglary as defined in Paragraph 3,c, below, sub-
sidence or collapse of docks, piers or other structurcs,
collision, derailuent, overturning of vehicle, or collapse
of bridges while in transit, or clsewhere on land, or unless
the dircet result of stranding, sinking, burning or collision
while waterborne on inland or river craft,

(3) Loss, dwmage, or cxpensc arising fram or caused by
mysterious disappcarance, theft, robbery, or by war, invasion,
acts of foreign enery, hostilitics (whethor war be declared
or not), eivil war, rcbellion, revolution, insurrection or
military or usurped powor, scizure or destruction under
quarantine or customs regulations, confiscations, contraband
or 11legal tronsportation or trade,

(h) Loss of or damage to accounts, bills, currency,
decds, covidences of debt, money, notes, or sccuritics,

(5) Property while otherwise covercd by Policy CP~
37897, Atlantic Mutual Insurance Company.

c. lotor vchicles are included in the bterm 'property of
every kind or descriptiont, although the coverage on such cquipment
is modified as follovrs:

(1) Theft of tires, accessories or parts is not
covercd unless the vehicle is stoleon at tho same tine.

(2) Darage to vehicle by collision is covercd only
for the cxecess over H100 duec to one collision.
de Shipmonts of insured proporty moving between ono exchange
and another or betwsen cxehanges and bronches are coverod without
2dditional prowiwn subject to policy conditions vrith the below
liritations ns to length of trip:

(1) ©On land, aboard any type of conveyance, no -
limitation.

(2) On ocean, aboard any type of vesscl or conveyance
(inter—island) not excecding 25 milss,

(3) \board air conveyarce over land, no limitation.

(It} Aboard air conveyance over ocean, not exceeding
300 mllss,
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ee The liability of the Company is limited to Five Hurdred
Thousand Dollare ($500,000) at any one locntion, and not exceeding
Onc 1fillion Five Hundred Thousand Dollars (%1,500,000) in any one
disaster involving three or more locations. The tern "lecation' is
defincd to mean the site on which the oroperty insured is located
~iad the adjolning arca within o radius of one hundred (100) feot
thereof,

fe Burglary, as referred to hercin, shall mean the foreible
entry into exchangoe premises of which entry therc shall remain
visible mrks indicating the usc of force,

ge The rate for this insurance is $0.09 per month per $100
of reported value at riske In order to calculate the earncd prewmiw,
it is required that exchanges make regular monthly roeperts te the
Insuronce Section, Financc Branch, £ES, lMew York, showings

(1) Value of all merchandisc and supplies on hand
at coste.

(2) Dopreciated value of all furniture, fixtures
and equipment as carried on the beoks of the exchange.

(3} Dcpreeiated value of all buildings owned by
the exchango.

(L) Depreciated value of all improverncnts and bottor—
nents owned by the exchangc,

he Upon receipt of required monthly report, earncd prordun
ill be calculated, paid to the Cempany, and charged to eXchange's
Fiscal Officer nccount.

Le FIDELITY BONDS.

s The bonding of all exchange officers and crployces of
cxchanges is proscribed.

b. Roquests for 2 fideltiy bond covering 2ll positions
oceupicd in the operation of the exchange will be initiated by tho
oxchange officer promptly upon activation of exchanges

ce Such requests will tc accompanied by a list showing:

(1) Wumber and title of all positions, (Manes of
persons not desired).

(2) Amount of bond required on each type of position.

de The Insurance Section, Finamce Branch, AES, Mew York,
will procurc the typ2 of bond best suited to exchange's roquircmonts.
The prenium will be paid, charged to the exchangoe!s Fiseal Officor
account, and a copy of the bond forwarded for exchange's file, The
original bond will be kept in the files of the Insurance Soction,
Finance Branch, 43S, New York, to facilitatc the settlemendt of any
clainsg,
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Se S/FE BURCLARY AMD ROBBERY INSURANCE.

a,. Vhile not prescribed, this coverage is available to
exchanges where and when the need exists to cover loss or damage by
safc burglary as well ns interior and nessenger robbery.

be Ratcs and premiun vary depending upon the type of safus
used and the arount of insurance desircd.

ce Inquiry regarding coverage and cost should bz directed
to the Insurance Scction, Finance Branch, .ES, Hew York, accommanicd
by the following:

(1) ZList giving nunbor, make, nodel, and type of
safes usod, and whether combination locked or key locked,

(2) IList giving murbor of locations at vhich safe
burglary insurance is desired, and the anount of insurance
desired at main location and cach branch.

6o AUTOHORILE THSUR.LNCE.

a, While not prescribed, bodily injury and property damage
liability insurance is available to exchanges oming or operating
autornotive equipment in cormection with exchange activities.

b. Since rmaterial darage, lee., fire, theft, ate,, and
4100 deductible collisien insurance on exchange owned vehicles is
now included 78 a prrt of the coverage afforded by pclicy SE-3678,
Firemen's Insurance Company, this coverage will not be purchased
separately. Any existing coverage so purchased will be cancelled.

To GENRRAL

a. Any poiicics held by exchanges comtaining subrogition
clauses will be amended £y rider as follows:

UThe Cormpany hereby waives its rights of subrogatiosn
against tnc Govirnment of the United States of .merica or
any department thercof !

bs 4l1 policies of 1lizbility insurnnce will contain the
following ridor:

"The Company agrces that the fact that the insured is
3 Govermnment instrumentality will not be intoerposed az a
defense in any lawsuit din which the company's liability
under this policy is in any way concerncd, unless so
requested, in writing, by the insured.!

ce The center of the insurance market is located in the
same city as this headquarters, and well qualified ARS technicians are
ir daily contact with underwriters,

d. Thoroughly aware of the need for providirg the best
protection available, tho staff of the Insurance Section, Finance
Branch, AES, New York, is ever alert for opportunities to improve
coverage and reduce the cost of necessary insurance.
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£e In most theaters of oporation, it is still necessary
to maintain secreey ns regards geographic-l losations and APO
mirbers, and this 1s best handled by arranging for neaded insurance
protection through AES,

fo Vhen deened necessary, /AES insurance teehnici~ns ars
available to exchanges for the purpose of making surveys for
insurance purposes and othorwise assisting in the solving of in-
surance problems, Requests for such assistance should be dirccted
to this headquarters.

ge TFor the further guidance of the cxchange officer, .
attention is invited to War Departrent liemorandun o, i-210-3-13,
dated 13 March 1943, captioned "Commercinl and FPinaneial Transactions
of Exchanges Opcrating outside of the United States". If, in the
opiniecn of the exchange officor, insurance coverage provided is not
adequate for oxchanga's nceds, a coryunilcation outlining roquirements
should be forwarded to this office, Under no circumstances will
exchanges negotiate for or purchase inswrance through other sources,
without first securing the approval of this office,

SECTION IIT
CLATM PROCEDURE

1. POLICY CP-37897, ATLANIIC MUTUAL INSUR.IGE QOLPAIY,

a. TN TRANSIT IN THE UWITED STATES., Claims resulting fronm
loss of or damage Lo property of the oxchange, in transit from vendor's
Wwarchouses to ports of embarkstion or to piers for commercial for—
warding, and while at ports or piers, will rarcly, if ever, come to
the attontion nf the exchange., The Insurance Section, Finance Braneh,
fBS, Wow York, will file and process clainms agairst Insurance Company
covering losses as they arc brought to its attention by ports or
embarkation nd other sources,

b. IN TRANSIT O OVERSE. VESSELS.

{1) Clains rcsulting fron less of or dumags to pr-:pe:'?,y
from the tine cargo is laden aboard oversea vessgl :u.)d until
such time as cargo is discharged at port of des.t}mtlon
(craft and lighter risk incident to the voyags, included)
fall into the following two groups:?

(a) Total losscs due to perils of the sea or
hcts of Gode -

(b) Partial losscs of or drmage to Curgd whic
are the rosult of perils of the sex or icts of God.

() The Transportation Corps, ASF, notifies 1‘:his ;)fi:;ge
of sinkings or total losscs of vesscls ng'to perils o v
son or hicts of God, GClaims, falling within growp () above,
arc then Tiled with Insurince Compeny on bonlf of tt}elce(i
exchange for total loss of enTgos It exc-‘,hmge is advis
of such logses, it is requested thit 211 infornation N
chtainable be given this office as promptly as ‘p?SSi: hz-
This will provide for a duplicate check, expediting
filing and processing of clainse
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(3) Partial losses of or damage to cargo under this
policy will be paid provided it can e proven to tho
satisfaction of the Insurance Corpany that the loss is
attributable to a peril of the sea cr an ict of Gods The
mister of tho vessel is required to keep a log which should
indicate the atmosphiric eonditions encountercd during each
voyage, as well as any happening vhich might endanger the
ship or its cargoe An extract fronm the log giving all
facts and stabing the peril of the sea or fct of God causing
the loss nust be obtained from the master of the vessel or
through the Transportation Corps, and submitted with clain
form to properly substantiate loss.

(L) Vhen exchange is notified that a vessel has sustained
damgge requiring discharge of exchahge cargo. at a port of
distress other than its destination, arrangements should be
mde drmediately to survey the loss,  Such survey report
will indicate the amount of cargo salvaged and salvage value,
if any. Reports rendered by corpestent surveyors arc uswually
accepted without question by insurance companiecs.

(5) Copics of this Bulletin have been distributed to
all theater narine casualty officers (AR 35-500, 3 July 1943).
These officers siould be reguested to assist un the pre—
paration of reports on distrossed cxchange carge and render
every possible assistanco t7 cxchange officers in the
preparation of elaims, If marine casualty officers arc not
available to swrvey distresscd cargo, it is suggested that
the Insurance Scetion, Finance Branch, AES, HWew York, be
advised by radic and arrangenents, if pcssible, will bo
rade to seeure surveyors fron the Board of Underwriters of
New York or through the War shipping idministration,

(6) Clairms which arc the rosult of salt water danage
are rceoverable under the torns of policy, provided that
Insuarance Corpany is satisficd that the causc of damage can
he attributed to a peril of the sea or ict of Gode To
satisfy the Insurance Conpany, substantiastion must be sub-
mitted in form of o certificd statcient cither from the
raster of the vessel or the Transvortation Corps that the
torpostuous action of vmves or wind caused the vesscl to be
buffcted ard baitterad, resulting in leaking seans, torn
hatch covers, or othor danage to vessel, allowing salt
water to secp into cargo.  When filing claims for s2lb
water dawage, it is necessary that exchmge nake availablo
as much information as pessible which will assist this
office in presenting claim to Insurance Conpany.  Consider-
ation should be given to substantiating such clairs with
report of survey. Negligence on part of vosscl operators
is not considured a risk covercd under this policy;
therefors, clains resulting thercfrom camnot be prosecuted
againgt tho Insurancce Company.

ce THIFT OR NON-DELIVERY CF BNTIRE SHIPPING PACKAGE,

{1) The fact that clains arising because of theft or
non-delivery of entire shipping packages can now boc estab-
lished, basod on non-receipt at destincd oxchange viarchouse,
does not relicve the exchange of the rosporsibility of
investigation and tracing non-delivery ef property. Eviry
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effort shall be made to deternine if cargo was dig-
charged at other ports, delivercd 1o othor Cxchanges -
receiving morchandise through the samc port of wiloxdin
or mis-deliverad to othor branches of the jumcd Forces
using ginilar property, It is to the bost intorcst of
exchange to take every Opporbunity to bring to the
attention of responsible organizations and Autherity the
neecessity of applying proper precautions and controls in
handling exchange property,  Continued unfavorsbls loss
experience may résult in higher premiwn rates or canccl
Iation of this insurmce, If after choek has been made,
the wherenbouts of the rissing property is still wiknom,
the exchange will file olain with this offico and furnish
a written staterent, certifying to the fact that the
pronerty, 25 listed in ¢lain, was undeliverad,

=)

(2) ittached ig a sanple of standard form to be used
in filing non-delivery claims, .ittention is irwitzd to the
fact that elains may be filed only for full casc shortazas,
Pilfarapge is not covercd by this insurancz, In conplating
this form, rke as tuch dross-refercnce to vencorls invoice
and packing list as possible. I the invoice or packing
list does not show easc nuibers, give the content, dis~
cription, and cost prise of tho proparty contained in the
casa or cases non-delivercd.  If more than one casc is
short under tho sane purchase order and ths cascs ara not
of standard value, list the cost of anch easc separatoly.
Onc copy of forn is to be corpleted and Forwardsd to biie
office at the esrliest possible datc, for cach vesscl
involved.

d. SPECIAL PROCEDURE INVOIVING SHIPMENTS VI COERCTIL )
VESSELS EXCLUDING VESSRLS OPciali) BY Vi GAIPFLNG ADAINISTRTION 41D
BRITISH MINISTRY OF ViR TR..NOPOLT,

(l) If shipnent noves aboard a cormercial vesscl under
rald occan bill of lading, the exchange is given advance
notice of the movenent wmd supplicd with original bill of
lading, Under the terns of the bill of lading and
Carriage of Goods by Soa Jieh, the exechinge hes the right of
action for rocovery of losses or damges which are tha
result of nugligence on the part of the stoanskip c?ztgnx_'!y.
If any part of eargo referred to in the bill cu“.‘ lading is
not received, or is reccived in a damgoed or pilfered )
condition, the cxchange should demand that the '§teazz:sh1p
company or agent issue excopticn notlces fmtl?mng tha X
facts, upon acceptance of delivery and oblsraise axerciso
1ts rights under corditions of bill of lading. If t{f )
Port Transportation Officer acts as agent fcr*t}m cxchonge,
the exchange should request that excaption no Jicfzs be
seeured when therc are differcnces betivecn qu:.\.gtlty o£~ .
gocds received and quantity as shorm on the bill of lading,
or when shipnent is reecived in bad order.

(2) To expodite scttluncmt of clair::s invo."{.ving »
cormereial carricrs, this offico will file en’Flro cl:nﬁ
with the home office of the earricr upon receipt of 2
correspondence, vxcoption notlees and rqln'be.drd?cw tig;tz
frop the exchanges That pfgtizn of t?"cﬁijj:‘ ;:iming

3 - £t or non-delivery of cotlre snhipping
ggggi‘égggwﬁimbzhgiged vrith the Atlantic iutwal Insurance
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CANADA.,

————r

Companys  4iny payuent on account of such loss will be
nade by the Insurance Conpany in the nature of i loan

to be repaid when and if recovery is  mde fron the
carrier,  Prompt notice should be furrished to this
office regarding any scttlenents mnde loenlly, or any
a(it%on taken which right gffect adjustrient of the rending
clain,

(3) Clains for loss of or danage to exchange
property in transit fron pler, warchouse, or other delivary
peint to dostined exchangoe warehouse should be filed
separately. In forwarding such claims to this office,
state, in writing, the cause and circunstances surrounding
the loss or any other material fnet which may assist in
the settlenent of the clain,

6+ RE-SHIPMENTS D RETURN SHIPIENTS TO UKITED ST.TES OB

(1) Exchanges re-shipplng property or roturning propurty
to the United States or Canada, and roguestingz insurance as
provided in Scction II, Paragraph l.i. and 1.j, hereof, are
required to maintain, for cach shipnont nade, an up—-to—date
record consisting of the follewing:

(a) Originmal copy of occan bill of Inding, if
shiprient mnoved vis corereial vessel,

(b) Copy of ranifest or sinilar shipping docurient,
if shipront noved viz United States iy or Havy
Transport vessel,

{¢) Tally-ins or dock roceipts with cross-
reference to a namifest or sinilar shipping docuient,
giving description and ¢ise nunbers of property shippcde

(d) Copy of invoice fron shipping oxchange to
receiving oxchange for cost of property stipped, less
discount, plus trwnsportation costs and charges, if
ALY,

(2) Upon learming of total or partinl losses or dinages
covered by insurance, cxchinges initiating shiprents will
file clain with this office inmediately, giving 211 facts
concerning the event and stating the oririn of §uch f:-.cts.
Requirerents for substantiabing such clains will be ths
sanc as outlined in Section ITI, Paragraph l.b., and, in
addition thercto, records mentioned in Secti?11 IIT, Pararraph
1.c.(1). Tnelude in elain docwaents, glatc :Lnsurancaﬂ .
coverage wis roguested and method by Vv‘luch’such request Was
rmde — Seetion II, Paragraph lai.(1) or Llei.(2)s

i v vi o initiated by the
3) Qlajns for non-delivery will be initia _

reccgving cxXchangos Standard form for f£iling such cl'_u_:s_,
sanplc abtached, will bo conpleted and fon-‘-rarg_lec.i to sth.pr:Lng
exchange, together with all information pur’o.:-.n.n:u'xg21:<')r sass.
Inelude in elain decwronts, date insurance coveragu Wi

: squest was made -~
requosted and nothod by which such regues 2 .
Sootion TI, Paragraph l.i.(1) or 1.i.(2), _ Snipping efch.ngo
will then atbach records rentioned in Section III,‘l"ar”;?ihc
graph iece(l), and will forwerd all docunents to this offie
without delay.
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* o AIR~BORNE SEIPMENTS, Clains for loss of or dwmacs £5
oroperty forwarded on comncreial or mlitary ir conv . ”
hondled in 3 mamer similar to procedure as out]incé
warded or ocean vesscls,

Gynnce T

for enro for-

24 POLICY #083-87, WAR SHIPPING D HISTRATION.

4. The Transpertation Corps, 487, notificd this of fice
sinkings and dwapes to vessels duwe to enony action. ihern niron
certification reaches this office, clain is $mmcdiataly 71o3 -
the necossity of correspondence from the exchan f
idvised of such lossos, it is roquested that all infor otisn sotainntlc
be glven to this office as prorptly as vossibles  This will rrovids
for a duplicate check, expediting the filing and rrocessing of clnira.

ba Should the veossel imvolwed rale the
or n port of distress, arrangenents should be made to mvs
g2rpo surveyed At once, as ontlined in Section IIZ, Paragrenh 1.b..50,
That portion of cargo unloaded at port of distrass, in a2 scund civ-
dition, rmst be tallied and ranifested if formardsd on 2 cormucting
vessel, since any loss of or damge 6 earge so farrardsd ny be
lcss covercd either by policy CP-37897, itlantie ‘utunl Inswrines
Corpany, or policy #083-87, War Shipping .drinistratien, Full in-
forrmation concerning disposition and salvage valus of irg ere
will bo ineluded in clain docuwsents forwardsd to this offdcs.

¢o In filing clain under this policy for loss of rroverty
re—-shipped, the procedure to be follawed is as cablinud in Stetism ITI,

Paragraph 1.e.(1) and Lee.(2),

3, POLICY SK~3678, FIGEILEJIS INSURAKCT CCP.LUE,

as In event of a loss or damgo covered by this pclicy, the

axchango officer will request that the ¢ rranding officer or 't : ~har
Amy authority appolnt o board of officers for the purpess ei: irres—
tignting the circunstances Surrounding the loss,  Suek bowr. il
consist of tiree.(3) or more disintsrested corrissionsd sffigsre, WD

wille

(1) Deternine the tine, plice, cwsay, and oxbant <f
the loss,

(2) Vorify exchange's strboment of elain.

(3) Obtain all othor mrterial fuets and infarticn
hiving a bearing on the loss,

: A " ‘(:
(L) Teport all evidenco, testinony, fincings, 2%
recorriendations in comnection srith loss.

2 t-,
be The exchange officer will_prc?;rz ~rn:c[l Si?;j;o:g :t..\.
board of officers the staterent of clain which¥-l ¢ c.
-cpchamiise 2 1
(1) List of the lost or daraged rorchandise ab cost,
in United States dollars.

2d value of lest or 4170

1 preciat :
(2) Iist showing deprec o bt Statcs

AV
furniture, fixtures, and cquiprens,
dollarse
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](B)d_ Listfshowing salvage value of partially daraged
nerchandisc, furniture, fixtures, and equiprent, in T
States dollars, ’ amment, Inited

cy The cormpleted board of officers' report and axchangets
statenent of clain will be forwarded in duplicate to Insurance Section
Finanee Branch, &ES, Wew York, together with any missing ronthly ’
reports required by conditions of policy and nroscribed in Section II,
Paragraph 3.f., of this Bulletin. "

de Troceeds of clains when collected will be denosited o
croedit of exchange's Fiscal Officer account,

L4« FIDELITZ BOWDS.

as Jpon discovery of any pccuniwry loss of roncy or othor
property, including noncy or persomal property for vwhich sxehange is
logally liable, sustained by exchange through any act of fraud, dis-
honesty, forgery, erbezzlerent, wrongful sbstraction or wilful ris-
application corviitbed alonc or in connivance vith others by any
officer or enployee while occupying and porforming the duty of any
office or position covered by the bond, cxchange officer will request
corsmanding officor or higher Aryny authority to appoint ~ board of
officers. Such board of threc (3) or rore disintercsted cormissioncd
of ficers will make a thorough investigntion for the purpose ofz

{1) Fixing the tine, place, cmuse, ~nd cxtent of loss.
(2) Verifying cxchange's staterent of elair.

(3) Tdentifying the person or porsons cor=itting the
alleged act or actss

(4) Obtaining all other materinl facts and inforrbion
having 2 bearing on the logs.

(5) Reporting all cvidence, testinony, findings, and
recormenditions in connection with ths loss.

b. Tho exchange officer will prepare and sub-it to beard of

officers Acbailed staterent of elain which will disclose:

(1) inount of loss, in United States dollars.

(2) fmount of salvage, if any, in inlted States
dollars,
ce The completed board of officers! roport and’ ex;}r:;ﬂge‘se
staterient of clain will be forwarded, in dupllczt».aé to the Insuranc
Scetion, Finance Branch, iBS, Hew York, for collection.
rdod under o fidelibvy bonc for
o n dishonest ach com-
Bond, which person

d. WNo coverage is affo
inventory shortage, unless the loss is due
nitted by n person or persons covercd under the
or persons rmst be identificds

e. Proceods of claim, when collacted, Will be credited to

exchange's Fiseal Officer accounte
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Se SAFE BURGLARY AMD ROBBARY INSURANCE. Procedure for filing
clainms is the sane as roquired for policy SK~3678, Fircroents
Insurnnce Companys. (See Scction III, Paragraph 3.)

6. AUTQMORILE INSURANCE. aceident rcport blanks arc furnished
eXchanges at the time copies of such insurance policies are for-
warded, Ianes of insurance company's claims revresentative, to
whoir accldents are to be reported, appear in policys

/s/ F. R. KERR,
/%/ F. T, EED
Colonel, GeS<Co,
Chief, .rrny Exchange Scrvice.
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LPEDIX 16

1. G-1 SUBJECT: Self-Insurance
MHF/cl :
AES 29 June 1945, 1. 4s directed in par 33 a, iR 210~
65, 1 June 1944, and par. 12 i, SOP # 25, 15 June 1944,
adequate insuranee coverage is being provided for the Pro-
tection of all exchange assets in this theater, This insurance
ineludes marine, war risk-and fire coverage, In additicn,
surety bonds are carried on 2ll exchange persconal, both mi-
litary and civilian, who are entrusted with the custcdy of any
money or property or accountability therefor,

2+ Premium charges on nparine ; wor risk
and surety bonds are low and represents only a small porticn
of exchange insurance costs. However, prermiunm charges on fire
coverage are high. Vith a view to decreasing the high
premium eharges on fire coverage, = raccnt study was conducted
by this office to determine the relstive merits of

a, Fire insurance coverage thrcugh cammercial corpanies
b. Exchange self-insurance against fire lcsses,

3. The results ~f this study indicate
that there is considerable merit in the self-insurance plan
insofar as unil exchanges are concerned, while coverege for
PX DP's or installations where there are large concentraticons
of merchandise should he provided threough commercial zompanies,
The ratioc of elaims tc premiums is shown in the following
schedule:

2.+ Unit Exchanges

(1) Agpgregate inventory at cost $ 6.400.000,00
(2) .verage inventory per unit exchange 2,600.00
(3) Monthly premjum charges per polioy #SK3678

Firemans Insurance Compeny at rate of ,09

per $100 inventory value 5,760,C0
(4) Total-value of all claims processed or

pending to date 3,128.47

b. wWarehouses
(1) iggrepate inventory cost $ 7,709,000,00
(2) iverage inventory per warehcuse 514 ,000.00
(3) Monthly premium charges per policies
© 8K 3678; SK 3679;5K3680;Firenan's In-

surarce Company ‘ 6,611.40
(L) Total value of claims processed er pending
to date 20,738.09

L., In a reocent conference held in

Washington between the exchange representatives fron all
theaters, the subject of self-insurance for exchs.mgc-s was
discussed. Many theaters have slready adepted this plan and
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LPTENDIY 16 concluded

noteald y the Pacific Theater where a large saving has been
effected. In large civilian enterprises, it has long been
considered more seccnomicel to self insure, particularly in
operaticus where the risk is spread as in unit exchange
operation, It is also a generally accepted practice tc insure
installaticns where there are large concentrations of
merchondise such as warshcuses through commercial companies.
In such installations, the risk is not spread and one fire nay
result in a heavy loss,

5. By self insuring unit exchanszes
against loss by fire, a saving »f appreximately § 5,000 per
month may be realized without accepting undue risks, It is
therefcre recommenced that

8, Fire insurance ccverage for unit exchanges be
discontinued and that a self-insurance plan be instituted with
adequnte reserves provided to offset possible losses.

b, Exchange warehouses and installations vhere there
arc large concentraticns of merehandise continue to be insured
through cconmercial compenies.

R. J. L/RSHBUIWN
Colonsl, 4US
Chief, £ES, CZ ETO
Kleber 6257 - Ext 1
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ACFPENDIX 17
TIGEST OF MINUTES OF CONFERENCE

SECTION I -~ INTRGOUCTION

1., Ceonfercence wans called by G-l and mst at 093c hcurs, 2
fiugust, 19%4, in G-l Conference room, for the purpose of
estroblishing a policy with rcspect to the appropriaticn of
Bxchonue funds and to determine divisien of respensibility
in regard to the handling of requests for certain scrvices
and cormmodities herein described,

2. Present at tho neeting were:

G~L Scction ~Lt.Col, Shirk, Capt.Jorgenson,Capt.Butts
Cpiny Bxchonge Sprvice  -Col,lershburn, Lt. Col. Farnsworth
Spocial Service ~Col,Sclbert,Lt.Col.Lefferts, Capt.Klein
Chanlain ~Chanlain Ticrnean.

SECTION II - DISCUSSION

1. These nrocedures and policies werc cstablished:
a, THEATER CH/.I LiIN,

(1) Unit Chaplains. llequests for appropriaticns
for unit chaplains will be approved by the Theater Ex-
change 0fficcr in amounts up to L 19, for any one ronth
without reference tc the Theater Chaplain; such requests in
excess of & 10, will be passed on and appreved by Chaplain
Tiernan, -

{2) Theater Chanlain. Fiscal requirements for the
eater Chaplain will be submitted nmonthly through G-1 to
S for nocessary action,

/

'h
{F

b. SPECILIL SERVICE.

(1) Dispositions of requests for any of the follow-
ing items end/or services shnll be under the jurisdicticn of
Special Service, In the event such requests are recoived by
+ES, they will be referred to Special Scgrvice (attention Capt.
Klein, ext,1119) for action.

(a) ithletic equipment

(b} HMusical instruments

(c) hmplifier (public address) systeims

(d) Theator seats and allied equipment

(e) Musical sheets and orchestral arrangements
(£) Radics and furniture for dny rooms

(g) Books and megazines.
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IPPINDIX 17 coneluded
c. LEMY EXCH:NGE SHRVICE,

(1) Disposition and approval of expenditures under
the provisions of Section 1, Cir 53, ETOUSA,es, with regard to
the following requests shall be the responsibility ~f Lrmy
Exchange Service and will not be referred to Special Service
for prior approval:

(a) Tayment of salaries of scldier motion pieture projection
vperators.

(b) Hiring of bandz and entertainment

(e) Purchase «f sceds, shrubs, ete, for Kesutificatich of
posts, camps and stations,

(d) Rgpair aud malntenance of equipnent (athletic goods s husic-
al instruments, ralics, ote.)

(e) Expenses of unit partics (refreshments, beer, special food
itens, ete) In the case of beer and coca—cela, the approval
shsll in each instance include the prevision, thet the beer
and coca-cola nust come ot .ofivthe undt exchange allcte
ment,

SECTION TII ~ CONCIUSIMN

1. As a natter of inforimatien, 1t was anmounced
that General Lec has approved the sum of $100,000 for the
establishment of AEF clubs on the continent and has designated
General Littlejohn, Chief {uartermnster, ITOUS4, as cuabodian.

2. It was concluded thats

a. Blanket appropriations will not be approved,

b, Trophies and prizes for athletle meets will not be approved
or procured by elther AL ar SSD, It is eonterplatud that
appropriate certificates secured thrrugh the fdjubant General
will be used in place of such trophies and prizes.

¢, That unless s¢ specifically direccted (see par 1 a ),
Scc,II) dispesition of the requests set Lurth dn dec II
above shall be handled by elthor S8D or ARS, as indiested,
without raference to G~l.



