DLA-D

MEMORANDUM FOR THE SECRETARY OF DEFENSE 

SUBJECT:  Annual Statement Required under the Federal Managers’ 

                    Financial Integrity Act (FMFIA) of 1982

As Vice Director of the Defense Logistics Agency, I recognize the importance of management controls.  I have taken the necessary measures to ensure that the evaluation of the system of management control of the Defense Logistics Agency has been conducted in a conscientious and thorough manner.  The results indicate that Defense Logistics Agency system of internal accounting and administrative control in effect during the fiscal year that ended September 30, 2001, taken as a whole, provides reasonable assurance with the exception of the material weaknesses noted, that the management controls are in place and effectively operating. Furthermore, the objectives of the FMFIA were achieved within the limits described in Tab A.  Tab A also provides information on how we conducted the evaluation and cites any deficiencies in the process.


The evaluation did identify material weaknesses. Tab B-1 is a list of corrected material weaknesses and weaknesses that still require corrective action. Tab B-2 is an individual narrative for each material weakness listed at Tab B-1. At Tab B-3 is an individual narrative for each material weakness corrected during the period. 


An inventory of the Defense Logistics Agency finance and accounting systems and critical feeder systems details on whether those systems conform to the requirements of Office of Management and Budget (OMB) Circular A-127-Revised is incorporated in the FY2001 edition of the DoD Financial Management Improvement Plan.    







RAYMOND A. ARCHER III

                                                                        Rear Admiral, SC, USN

                                                                        Vice Director
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 DESCRIPTION OF THE CONCEPT OF REASONABLE ASSURANCE

                     AND HOW THE EVALUATION WAS CONDUCTED

                                                          Tab A


The system of internal accounting and administrative control, of the Defense Logistics Agency, in effect during the fiscal year ending September 30, 2001, was evaluated in accordance with the guidance in Office of Management and Budget (OMB) Circular No. A-123 (Revised), “Management Accountability and Control,” dated June 21, 1995, as implemented by DoD Directive 5010.38, “Management Control Program,”  dated August 26, 1996 and DoD Instruction 5010.40, “Management Control Program Procedures,” dated August 28, 1996. The OMB guidelines were issued by the OMB Director, in consultation with the Comptroller General of the United States, as required by the “Federal Managers’ Financial Integrity Act of 1982.” Included is an evaluation of whether the system of internal accounting and administrative control of the Defense Logistics Agency is in compliance with the standards prescribed by the Comptroller General.  


The objectives of the system of internal accounting and administrative control of the Defense Logistics Agency are to provide reasonable assurance that: 

The obligations and costs are in compliance with applicable laws
Funds, property, and other assets are safeguarded against waste, loss, unauthorized use, or misappropriation
Revenues and expenditures applicable to agency operations are properly recorded and accounted for to permit the preparation of reliable accounting, financial and statistical reports and to maintain accountability over the assets.
 
The evaluation of management controls extends to every responsibility and activity undertaken by the Defense Logistics Agency and is applicable to financial, administrative and operational controls. Furthermore, the concept of reasonable assurance recognizes that  (1) the cost of management controls should not exceed the benefits expected to be derived and (2) the benefits consist of reductions in the risks of failing to achieve the stated objectives.  The expected benefits and related costs of control procedures should be addressed using estimates and managerial judgment.  Moreover, errors or irregularities may occur and not be detected because of inherent limitations in any system of internal accounting and administrative control, including those limitations resulting from resource constraints, congressional restrictions, and other factors.  Finally, projection of any evaluation of the system to future periods is subject to risk that procedures may be inadequate because of changes in conditions, or that the degree of compliance with the procedures may deteriorate.  Therefore, statements of reasonable assurance are provided within the limits of the preceding description.







A-1

 The evaluation was performed in accordance with the guidelines identified above. The results indicate that the system of internal accounting and administrative control of the Defense Logistics Agency in effect during the fiscal year that ended September 30, 2001, taken as a whole, complies with the requirement to provide reasonable assurance that the above mentioned objectives were achieved.  This position on reasonable assurance is within the limits described in the preceding paragraph. 

The description of how the evaluation was conducted :

1. Progress made institutionalizing the Management Control (MC) Program

During Fiscal Year 2001 the status of the MC material weaknesses as well as concerns was incorporated into the Internal Support Review process. The status of weaknesses, and concerns, were reported biannually by the Primary Level Field Activities (PLFAs) and business offices within Defense Logistics Agency (DLA).

DAPS:

Corporate management judgment on progress made in implementing our Strategic Plan and on internal reviews. DAPS has an Executive Team which meets periodically and telephone conference calls supplement management information exchange.  Results of internal reviews are reported to the DAPS Internal Review Committee.

WHICH PLFA IS THIS FROM The Management Control tracking system (primarily Management Control Reviews and Risk Assessments) is at each of our two Regions in addition to our HQ. We have personnel assigned to locally coordinate the program.  

DDC:
The DDC is a single assessable unit.  The evaluation described herein was greatly facilitated by the experience gained with implementing the program in the four preceding fiscal years.  Program awareness among the DDC Staff was sufficiently adequate to ensure an effective evaluation.  DDC formulated its Management Control Plan early in the fiscal year, initially consisting of twenty-five objectives, which allowed the execution of the assessment process to be conducted in a timely and manageable fashion.  At mid-year, an additional control objective was identified dealing with the “Handling NBC Material” was added to the plan as a result of an expressed concern by HQ DLA. This brought the total objectives assessed to twenty-six.

DNSC:

The Directorates have a Control Objectives Manager (COM), with collateral duties, who is responsible for providing briefings to management and to generally assess the program by ensuring that it proceeds on schedule in accordance with regulations and directives.  The Directors selected Management Control Plan (MCP) Control Objectives with advice from their Division Chiefs and program managers

2.    Improvements to program coverage

Management Control Workshop-Representatives from DLA PLFAs and DLA HQ Business offices participated in the annual DLA MC Workshop. The focus of the meeting was do identify core objectives to be used in the MC Plans for FY2002, and to create a web site for MC issues. This web site will contain links to OMB and GAO sites. 

The updated DLA MC Program Directive and Instructions have been coordinated with the PLFAs and HQ Business offices, and is in final coordination process. These documents will be posted in the MC web site.

DDC

Management Control Program Guidelines were formulated timely and disseminated to the DDC Staff and the Depot Commanders.  This document included the Management Control Plan of the DDC and other related instructions.  This year’s MCP not only linked management control objectives to the DLA Strategic Plan, but it related objectives to the GAO High Risk Areas, as well.  Furthermore, all depot commanders were directed to assess their respective operations and provide a signed statement of assurance. 

DESC:

The current system of using control objectives to cover major areas of concern has raised even more the level of management acceptance of the program.     

3.    Problems encountered in implementing the program 

DNSC: 

The management of the program continues to require scarce resources both in the headquarters and field component offices.  We estimate the total effort to exceed one FTE.
4.  Other program considerations- 

During FY02 it may not be possible to conduct a workshop in the traditional manner  due to travel concerns many U.S. citizens now face. It may be necessary to conduct the workshop via video-teleconferences over a period of several days.

DDC: 

A-76 continues to present a challenge as it pertains to the management control program. Those depots managed by a Continuing Government Activity (CGA) organization, are limited to assessing management controls to administrative activities and contractual performance versus reviewing traditional depot operations. That is, there is clear distinction between the scope of oversight between MEO depots and government owned/contractor operated (GOCOs) facilities. Furthermore, performance data provided by GOCOs are restricted to primarily workload, whereas, the government operated depots generate activity based cost data as well. 

DESC:

DESC has encouraged the DESC Regions to play a more active role in the Management Control program.  With DESC-Pacific responding positively and establishing a Management Control Objective, compliance has been successful.  DESC-RL will continue to provide training and demonstrate to the DESC region managers that when used properly the Management Control Program can be an essential tool not only for identifying potential problems in the conduct of their critical functions, but also for process improvement

5. Any deviations from the process as outlined in the OMB Guidelines

6. Any special concerns addressed in reports by the IG, DoD, or Component audit, investigation, inspection, and/ or internal review organizations regarding Management Control (MC) progress, program needs, and or other problems.

7.   Methods, mechanisms, or techniques employed in the discovery of execution phases of the program. 

a. MC Weakness tracking system (# and milestones) 

DSCP:

Any findings cited in external reviews are tracked until corrective actions are completed.  Prior to closing any such findings/weaknesses, physical verification by DSCP Internal Review must occur to ensure the effectiveness and completion of the corrective actions.

DDC:

 Management Control Weakness and Tracking System- The DDC maintains a tracking system of all open material weaknesses.  As such, a functional point of contact is assigned to expedite resolution.  Formal updates are generated on a semi-annual basis, and are reflected in a midyear report.  For the FY 2001 reporting period, there were no open or new material weaknesses.

b.  Component IG of Audit Service Findings

DDC: 

An evaluation of the Defense Distribution Center (DDC) Radiation Safety Program and

Nuclear Regulatory Commission License No. 37-30062-01 was conducted by CPT

Juan A. Torres, HQ, DLA, Environmental and Safety Policy Office (DSS-

EHH) during the period of October 19 through 20, 2000.   The program evaluation

consisted of a review of records and interviews with the radiation safety officers.  During

the program review, the following areas or documents were reviewed:  training records,

appointment orders, Radiation Control Committee Minutes (for both DDC

and individual depots), Nuclear Regulatory Commission (NRC) license application and

amendments, Inventory of radioactive material, Center for Health Promotion and

Preventive Medicine (CHPPM) audit reports, DDC audit reports, and Radiation

Protection Program (DDC Manual No. 6055.20).   DDC subsequently notified DSS-EHH

of the corrective actions taken to effectively address the resulting findings.
c. Reports of Component Internal Reviews and Inspections

DDC:

Internal Reviews/Inspections/ Findings

Audit Code & Agency: DDC 00-07 (29 Sep 00)Audit Title: Audit of Property, Plant and Equipment at DDC, DDSP, DDRT, and DDJC. 

Audit Summary: Per request of HQ DLA Internal Review Office, audit was conducted to determine accuracy of property accountability records in the Defense Property Accountability System (DPAS). Due to interface problems with the Defense Business Management System (DBMS), a Systems Change Request (SCR) had been initiated to allow minor construction funds to be properly recorded and is currently in place.

Audit Code & Agency: DDC 00-17 (31 Oct 01)

Audit Title: Evaluation of the Nonappropriated Fund Instrumentalities (NAFI) Contract for Golf Instruction at the Riverview Golf Club, Defense Distribution Depot Susquehanna, PA (DDSP)

Audit Summary: Focus of audit was to review the DDSP Installation Morale, Welfare and Recreation Fund  (IMWRF) contract for golf instruction. Management controls were improved and a concern over potential conflict of interest with the club manager as golf instructor was resolved.

Audit Code & Agency: DDC 00-14a (7 Nov 00)

Audit Title: Follow-up Review: Naval Audit Report on FY Financial and Accounting Internal Controls at Defense Distribution Depot and Marine Corps Air Station, Cherry Point, NC (DDCN)

Audit Summary: DDC/DDCN management had implemented the majority of corrective actions on the NAS report findings; however additional causative research training and monitoring of security controls at DDCN still considered necessary.

Audit Code & Agency: DDC 00-14b (9 Nov 00)

Audit Title: Follow-up Review: Audit Report on FY 98 Financial and Accounting Internal Controls at Fleet and Industrial Supply Center and Defense Distribution Depot Norfolk, VA (DDNV) 

Audit Summary: DDC/DDNV management had implemented the majority of corrective actions on the NAS report findings. Approval for equipment funding to improve access security still an open issue.

Audit Code & Agency: DDC 00-05 (7 Dec 00)

Audit Title: Audit of DDC Astray Freight Program at Defense Distribution Center and Defense Distribution Center Hill, Utah (DDHU) 

Audit Summary:  A review of the management controls indicated a varying degree of compliance by the sites visited with the Joint DoD/GSA Astray Cargo Program. Recommendations were offered to improve reporting and overall program management. 

Audit Code & Agency: DDC 00-18 (12 Dec 00)

Audit Title: Review of Contracted Distribution Services at Defense Distribution Center, Warner Robbins 

Audit Summary: Tracking of contractor performance was found to be limited; and the REO had not formally notified the contractor via Surveillance or Discrepancy Reports about noncompliance problems. As such, the audit team developed and provided the DDWG REO with surveillance plans for monitoring and evaluating contractor distribution services. 

Audit Code & Agency: DDC-00-15b (22 Dec 00)

Audit Title: Follow-up: Review of Receiving and Accountability Issues at Defense Distribution Center Red River, TX (DDRT)

Audit Summary: DDC/DDRT management implemented the recommended corrective  actions stated in the DDC-IR Report 15b (25 May 99). The actions should improve the efficiency of DDRT small parcel receiving operations and reduce the frequency of erroneous shipping addresses at DDC distribution centers.
Audit Code & Agency: DDC 01-01 (4 Jan 01)

Audit Title: Follow-up Review of Receiving and Accountability Issues at Defense Distribution Center Oklahoma City, OK 

Audit Summary: Recommended actions made in DDC Audit Report 99-14 (9 Apr 99) were considered implemented.

Audit Code & Agency: DDC 00-15a (4 Jan 01)

Audit Title: Follow-up Review of Receiving and Accountability at Defense Distribution Center Norfolk, VA

Audit Summary: DDNV implemented recommendations cited in DDC Audit Report 99-15a (25 May 99). These improvements included generating Pre-Positioned Material Receipt Data (PMRD) for receipts from the Navy Fleet and Industrial Supply Center (FISC), using Distribution Standard System (DSS) reports to stow late receipts, initiating astray freight inspections at small parcel carrier terminals, and generating small parcel delivery manifests. 

Audit Code & Agency: DDC 00-13 (31 Jan 01)

Audit Title: Audit of the Game Warden Fund at Defense Distribution Center Susquehanna, PA (DDSP)

Audit Summary: Audit recommendations centered around accountability over funds received from deer and waterfowl hunts and the requirement that expenses incurred are tracked and identified on DDSP-H financial reports. The former included that the DDSP Game Warden and Deputy appointments be in writing. DDSP concurred with the proposals to include updating related standard operating procedures.

Audit Code & Agency: DDC 00-11 (1 Feb 01)

Audit Title:  Final Report on Power Track Processing at Primary Distribution Sites and Defense Center Cherry Point, NC (DDCN)

Audit Summary: Management controls at DDSP, DDJC, and DDCN were found to be adequate to ensure that payments for transportation services were correct, citation of funds proper, and payments to carriers and U.S. Bank prompt. Refinements at the DDC were proposed and implemented.

Audit Code & Agency: DDC 01-06 (24 Apr 01)

Audit Title:  Annual Audit Report, Calendar Year 2000, Army Emergency Relief (AER) Section 04021

Audit Summary: All requests audited for relief to include supporting documentation were viewed as valid unforeseen emergencies and had been approved by the AERO or other approval authority. Personnel responsible for the AER program managed the program in accordance with applicable guidance.

Audit Code & Agency: DDC 00-16 (13 Jun 01)

Audit Title: Audit of Causative Research at Defense Distribution Center, Norfolk, VA

Audit Summary: Audit covered procedures for causative research (CR) of inventory adjustments at DDNV and solutions to decrease the massive backlog of mandatory CR to be accomplished.

Audit Code & Agency: DDC 00-12 (11 Jul 01)

Audit Title: Audit of Conference Funds at the Defense Distribution Center (DDC)

Audit Summary: Audit reviewed administrative controls in place to comply with laws 

and regulations, especially light refreshments.  It was determined that meeting planners 

were aware of and follow the most recent changes to JTR/JFTR that permit funding of 

light refreshments from DDC operating funds.

Audit Code & Agency: DDC 01-07 (30 Jul 01)

Audit Title: Audit of Service Contracts at Defense Distribution Center Susquehanna, Pa (DDSP)

Audit Summary: The covered selected service contracts (paint projects) from September 1999 to March 2001 to determine if contracts were effectively monitored. Audit indicated that all prior painting problems had been resolved; and present contractor painting services specifications were well written.

Audit Code & Agency: DDC 01-03 (30 Jul 01)

Audit Title: Audit of Packing, Packaging, Preservation and Marking (PPP&M) of Materials Turned into Stores (MTIS) at Defense Distribution Center, Norfolk, VA (DDNV)

Audit Summary: The objective of audit was to evaluate the PPP&M processes for MTIS receipts and billing. Viable recommendations were offered for improvements in the following areas: systems interface, customer billing frequency, reconciliation of billed hours, and documentation and testing of management controls.

Audit Code & Agency: DDC 01-05 (17 Aug 01)

Audit Title: Review of Defense Distribution Center Albany, GA Shelf Life (SL) Program

Audit Summary: Audit objective was to evaluate how well DDAG implemented

DDC, DLA, and DOD SL program requirements. DDAG satisfactorily implemented

some aspects of the SL program (NBC items, in particular), however the quality of other

areas required improvement. As a result, DDC will develop a schedule to visit all

distribution centers and use Internal Review guidance as basis for compliance with the

DOD Shelf-Life Program.

Audit Code & Agency: DDC 01-08 (17 Sep 01)

Audit Title: Audit of Military Construction (MILCON) Program at the Defense Distribution Center (DDC) (Draft)

Audit Summary: Audit objective was to verify that all MILCON 

Projects were properly obligated and recorded in the Defense Property 

Accountability System (DPAS). Report indicates improvement needed in

tightening controls in capturing source documentation and ensuring

capital assets are posted to DPAS.  DDC Staff is currently reviewing

findings and recommendations.

DNSC:     

DNSC-E & -O operated a Depot Management Review (DMR) System, which involved the dispatch of DMR Teams to conduct on-site reviews of depot operations.  The reviews evaluated major directorate functions: Storage Operations, Quality Assurance, Facilities Maintenance, Environmental Protection, and Security.  During these reviews discrepancies are noted and recommendations formulated for their correction.  A quarterly tracking system ensures implementation.  A Depot Management Review Coordinator monitors and critiques the system, examines reports, and maintains the tracking process.

By the third quarter of the current fiscal year: of 249 approved FY 97 recommendations, assigned Action Officers implemented 99%; of 102 approved FY 98 recommendations, assigned Action Officers implemented 98%; of 74 approved FY 99 recommendations, assigned Action Officers implemented 93%; of 61 approved FY 00 recommendations, assigned Action Officers implemented 79%.  Milestones for future implementation have been established for the remainder.

The FY 01 round began by conducting a review of the DNSC-EQ Resident Office Depot in Mechanicsburg, PA, NY resulting in 3 approved recommendations, which have been implemented.  In May, Baton Rouge, LA and Warren, OH depot operations were reviewed; reports and recommendations have been submitted and are being processed.  In July the Scotia, NY depot operations were reviewed; report and recommendations were completed. Recommendations were sent to depots for implementation.

The DNSC Safety & Health Staff (DNSC-EH) conducts Safety & Health Program Reviews at manned stockpile depots.  Noted deficiencies are entered into the DLA Safety Health Information Report System (SHIRS).  Written reports containing recommendations for corrective action were provided to the managers at each facility with copies to the Director (DNSC-O).  The depot managers responded to the outstanding deficiencies to DNSC-EH every thirty days.

Specially trained Respiratory Protection Designees in the Quality Assurance & Technical Services Division conducted annual Respiratory Protection Program Reviews at each staffed stockpile location.  Results were examined by DNSC-EH no major deficiencies found.  

A DNSC Radiological Safety Officer (RSO) makes an annual inspection at every depot containing material licensed by the Nuclear Regulatory Commission.  The survey is conducted to review the status of programs and records, inventory instruments and check calibration records, monitor all licensed material, and advise depot personnel in the administrative and operational measures required for compliance with DNSC and Federal regulations.  A comprehensive report was prepared and forwarded to the DNSC-E, Occupational Radiation Protection Program Manager.

d. IG,  DoD Reports and Reviews

ddc

GAO
N/A

ddc

DoD

Audit Code & Agency: D-2001-148 (22 Jun 01)

Audit Title: Automated Transportation Payments 

Audit Summary: Audit objective was to determine whether controls over commercial freight transportation payments processed through PowerTrack are effective. 


ddc

Services

N/A

ddc

Higher Headquarters Reviews

N/A

DESC: 

b.  Internal Audits/Reviews/Inspections (Findings revealed no material weaknesses):

As of September 5, 2001

Completed Projects:

	Project No.
	Audit Title
	Final Report

	00-02


	FAS PMO Organizational and Operational Structure (Consulting)
	3/19/01

	00-03
	Supply and Property Management Operations, DESC Europe
	1/19/01

	00-04
	Report of Survey
	11/9/00

	01-01
	Hotline 00143
	11/6/00

	01-02
	Hotline 00151
	11/21/00

	01-03
	Hotline 00158
	11/21/00

	01-06
	Hotline 01025
	4/4/01

	01-07
	DESC Middle East Administrative and Process Controls
	6/12/01

	01-08
	Hotline 00030
	3/26/01

	01-09
	Hotline 01059 (Hotline withdrawn 6/20/01)
	No Report

	01-10
	Follow-up Review of Home-to-Work Transportation
	8/27/01


Ongoing Projects:

	Project No.
	Audit Title

	01-04
	1884 Reporting and FAS Accounting (on hold)

	01-11
	Review of Fleet Card Program

	01-12
	Review of Phone Card Usage


Anticipated Projects Announced in September, 2001

	01-13
	Review of Travel Card Usage

	01-14
	Review of Purchase Card Usage


Deloitte and Touche FY2001 Financial Statements Audit

During the previous submission year, an issue with invoice control in the natural gas program was revealed.  Management Control Objective #18 was established and is not considered a material weakness.


c.  External Reviews/Inspections/Findings (as of September 5, 2001)

Completed Audits

Bulk Fuel Storage and Delivery Systems Infrastructure Military Construction Requirements 

for Japan
DoD IG Project No. D1999-D000CG-0088.004 (formerly 9CG-5049.04)

OPI:  J-3, John Davis, DSN 427-3342

          J-3, Tom Barba, DSN 427-3534

OCI:  DESC, Glen MacDonald, DSN 427-8291

          DESC, John Russell, DSN 427-8323

J-308 POC:  Annell Williams, DSN 427-6274

Objective: requested by various offices in OSD and DLA to evaluate the accuracy and reliability of DLA’s military construction requirements for bulk fuel storage infrastructure.

Draft Report 7/3/00, Final Report D-2001-003, 10/13/00

No findings for DESC

Bulk Fuel Storage Requirements for Maintenance, Repair, and Environmental Projects at Fort Hood, Texas

DoD IG Project No. D1999CG-0088.001 (formerly 9CG-5049.01)

OPI:  J-3, John Davis, DSN 427-3342

          J-3, Tom Barba, DSN 427-3534

OCI:  DESC, Glen MacDonald, DSN 427-8291

          DESC, John Russell, DSN 427-8323

J-308 POC:  Annell Williams, DSN 427-6274

Objective:  to evaluate the accuracy and reliability of DoD maintenance, repair, environmental, and construction requirements for bulk fuel storage and delivery systems infrastructure.

Draft Report 7/26/00, Final Report D-2001-006, 10/23/00

No significant findings for DESC

Bulk Fuel Infrastructure Maintenance, Repair, and Environmental Project Review Process:

Pacific 

DoD IG Project No. D1999CG-0088.005 (formerly 9CG-5049.05) 

OPI: J-3, John Davis, DSN 427-3342

DESC, Glen MacDonald, DSN 427-8291

DESC, John Russell, DSN 427-8323

J-308, Annell Williams, DSN 427-6274         

Objective: to evaluate the accuracy and reliability of DoD MR&E and MILCON requirements for bulk fuel storage and delivery systems infrastructure.

Draft Report 11/06/00, Final Report, D-2001-040, 1/30/01

No significant findings for DESC

Waivers of Requirement for Contractors to Provide Cost or Pricing Data

DoD IG Project No. 2000CH-0106 (formerly 0CH-5112)

OPI:  J-3

DESC:  Dennis Stanley, DSN 427-7632

J-308 POC:  Peggy Hayes, DSN 427-6262

Objective:  To determine whether waivers of the requirement for contractors to provide cost or pricing data granted in FY 1997 and 1998 were properly justified and used in appropriate circumstances.

Draft Report 12/4/00, Final Report D-2001-061, 2/28/01

No findings for DESC

DoD Wastewater Treatment Systems

DoD IG Project No. D2000CK-0216 XE "D2000CK-0216" 

 XE "D2000-0216" 
OPI:  DSS-E, Jim Blain, DSN 427-6249  

DESC:  Cindy Smith, DSN 427-8318

J-308 POC:  Peggy Hayes, DSN 427-6262

Objective: determine whether DoD is accurately and consistently reporting the number of permits and permitted systems covered by the Clean Water Act and the number of systems in compliance with the Act.

Draft report 2/9/01, Final Report D-2001-087, 3/26/01

No findings for DESC

Bulk Fuel Related Projects at Naval Station Rota and Moron Air Base, Spain 

DoD IG Project No. D1999CG-0088.002 XE "9CG-5049.04 (D1999-D000CG-0088.004)" 
OPI:  J-3, John Davis, DSN 427-3342

J-3, Tom Barba, DSN 427-3534

OCI:  DESC, Glen MacDonald, DSN 427-8291

          DESC, John Russell, DSN 427-8323

J-308 POC:  Annell Williams, DSN 427-6274

Objective: requested by various offices in OSD and DLA to evaluate the accuracy and reliability of DLA’s military construction requirements for bulk fuel storage infrastructure. 

Draft report 2/12/01, Final report  D-2001-104, 4/19/01.

No findings for DESC

DLA-Owned Bulk Petroleum Products

DoD IG Project No. D2000FJ-0067.007

OPI:  J-89 Tim Soltis, DSN 427-7235

DESC:  Mike Earp, DSN 427-8591

J-308:  Annell Williams DSN 427-6264

Objective:  To evaluate management assertions pertaining to existence, completeness, and valuation of DoD inventory accounts, and to determine whether those accounts are presented fairly on the financial statements.

Draft Report 2/27/01, Final Report D-2001-126, 5/23/01

DoD IG accepted DESC non-concurrence but will monitor FY 2001 Financial Statements Audit

Bulk Fuel Infrastructure Construction Project Review Process: Pacific

DOD Project No: D1999CG-0088.006 

OPI: John Russell (DESC)

J-308: Annell Williams DSN 427-6264

Objective:  To evaluate the accuracy and reliability of DOD maintenance, repair, and environmental and MILCON requirements for bulk fuel storage and delivery systems infrastructure.

Draft Report 3/21/01, Final Report D-2001-134, 6/4/01

No findings for DESC

Adequacy of the Air Mobility Command’s En Route System

GAO Code 702039 XE "702039" 
OPI:  J-33233, Vince Trinka, DSN 427-3542

DESC:  Frank Lee, DSN 427-8291

J-308 POC:  Annell Williams, DSN 427-6274

Objective: examine the adequacy of the projected repairs or other improvements to the Air Mobility Command’s en route system needed to meet war fighting requirements; and DoD’s plans to address system shortfalls.

Draft Report received 5/3/01, Final Report GAO-01-566, 6/14/01

No findings for DESC

Ongoing Audits

DoD’s Implementation of the Purchase Card Program for Contract Payments

GAO Code 924012 XE "924012" 
OPI:  J-336, Frank Pane, DSN 427-1461

DESC:  Ted Munns, DSN 427-8456

J-308 POC:  Peggy Hayes, DSN 427-6262

Objective:  obtain information on the number and dollar amount of Army, Navy and Air Force contract payments made by purchase cards.
Evaluation of the DoD and Military Overseas – Pacific Environmental Program

DoD IG Project No. D1999CB-0002.003

OPI:  DSS, Karen Moran, DSN 767-6237

DESC:  Paul Rogers, DSN 427-8318

J-308 DDAI, Peggy Hayes, DSN 427-6262

Objective:  to evaluate the status of the DoD environmental program at overseas military facilities

Draft Report 7/25/01
DLA's Software Development and Acquisition Capability Maturity 

GAO: 310209

J-6, Pat McCarthy, DSN 427-2131

DESC:  Larry Bell, DSN 427-8632

J-308 POC: Peggy Hayes, DSN 427-6262

Objective: to determine (1) if DLA has effective software development and acquisition processes needed to modernize and maintenance systems, and (2) what actions DLA has planned or 0n-going to improve these process.

Adequacy of the Basis for the Bulk Fuel Surcharge and other charges Added to Bulk

GAO: 350045 XE "350045" 
OPI:  Jeff Stagnitti, J-38, DSN 427-1546

DESC: Richard Sninky, DSN: 427-8455; Bill Doak, DSN 427-9456

J-308 POC: Annell Williams, DSN 427-6274

Objective:  Work will focus on evaluating (1) the accuracy and completeness of the surcharge, (2) the impact of Congressional and other adjustments on stabilized bulk fuel prices, and (3) the accuracy and completeness of other charges added to the stabilized bulk fuel price and charged to customers.

DoD Alternative Fuel Vechicles

DoD IG Project No: D2001CK-0132 XE "2001CK-0132" 
OPI: DSS-I, Jim Twining, DSN: 427-3516,

        DSS-E, Phil Dawson,  DSN: 427-6173

DESC:  Rocky Krill, DSN: 427-8321

Objective: Determine whether DoD plans for alternative fuel vehicles were properly developed and implemental to fulfill the requirements established by the Energy Policy Act 1992 and Executive order 13031, "Federal Alternative Fueled Vehicle Leadership," DEC, 13 1996.

DoD's Purchase Card Contracts

GAO: 192024 XE "192024" 
OPI: William Latimer, J-336, DSN 427-3154

DESC:  Ann Sielaty, DSN 427-7627

J-308 POC: Annell Williams DSN: 427-6274

Objective: A comprehensive review of purchase card contracts throughout DoD.

DoD Performance - Based Service Contracts

DoD IG Project No: D2001CK-0155 XE "2001CK-1366" 
OPI: J-336, Mary Massaro, DSN: 427-1366

DESC:  Kevin Ahern, DSN 427-8571

J-308 POC: Sharon Nelson, DSN 427-6267
Objective: Determine whether DoD is making progress in meeting the Office of Management and Budget goal to have 20 percent of service contracts performance-based by FY 2002.

Additional Aspects of En Route Operations and Potential Changes Being Discussed

Project No: 350085 XE "350085"  

OPI: Vince Trinka, DSN 427-3542

DESC:  John Russell, DSN 427-8323

J-308 Annell Williams, DSN 427-6274

Objective: Our objective are to examine (1) whether current ERS bases in the Pacific are adequate to handle Asian contingencies beyond Korea, (2) whether fuel arrangements, access rights and other agreements involving the uses of the Pacific bases are adequate, and (3) the status of ERS modernization projects in the Pacific, and whether adjustments would be needed to handle a revised defense strategy in the region.

DoD Plans for Improving Logistical Systems Feeding Data to Financial Management Systems

Project No:  D2001FJ-0175

OPI:  Jim Olaughlin, DSN 427-7291

DESC:  Mike Earp, DSN 427-8591

J-308:  Sharon Nelson, DSN 427-6267

Objective:  To review the DoD plans to oversee the design, development, improvement, and acquisition of logistical systems feeding data to financial management systems.

DNSC: External Reviews:

               The US Army Center for Health Promotion and Preventative Medicine   

              (CHPPM)  conducted radiological evaluations at Warren, OH and Somerville, 

              NJ.

  CHPPM performed an environmental program review at DNSC Headquarters to  

  determine compliance with applicable EPA, DoD and DLA requirements.

             CHPPM conducted a health and safety survey at Scotia, NY.

             CHPPM personnel visited Baton Rouge, LA to develop a storm water pollution  

               plan.

             CHPPM conducted pest management reviews at Binghamton, New Haven, 

             Somerville and Warren.

             DLA-DSS and CHPPM undertook a Hantavirus investigation at Bellemont, AZ.

             ESE, Inc. conducted triennial environmental program reviews at Baton Rouge, 

             LA, Hammond and New Haven, IN

             Booz, Allen and Hamilton completed an EPCRA compliance review of DNSC  

             commodities.

     In accordance with DLAI 4105.3, International Merchant Purchase Agreement Card  (IMPAC) Program, DNSC-C conducted a review/audit of cardholders’ and approving officials’ compliance with rules and regulations.  The IMPAC Program review was completed at nine field locations.

               A DLA Audit Team (J337) audited the IMPAC Program at Binghamton, 

               Hammond, Scotia and Somerville.

               Parsons Engineering Sciences, Inc., conducted preliminary environmental 

               assessments at 14 DNSC remote sites.

              Parsons Engineering Sciences, Inc made a ground water investigation inspection 

              at Scotia, NY

             Oak Ridge National Laboratory inspected packaging and sampled materials at

              New Haven, Warren, Binghamton, Somerville and West Point.

              The US Environmental Protection Agency conducted a RCRA compliance

              review at Somerville, NJ.

              DNSC-DI conducted an asbestos audit at Curtis Bay.

              DLA-DSS conducted an environmental audit at Binghamton and a safety audits 

              at Binghamton, Curtis Bay, Scotia and Somerville.

              The US Forest Service made an historical/cultural assessment at Binghamton.

              Binghamton University made Vapor Phase Mercury Concentration 

              Measurements at Binghamton and Somerville.
              The New Jersey Institute of Technology made Vapor Phase Mercury 

              Concentration Measurements at Somerville.

e.  MC Training 

DLA MC Training- contracted training was provided by the U.S. Department of
 Agriculture (USDA) Graduate School. The training provided comprehensive instruction for senior leadership, middle management, and action officers. The training was provided on-site at HQ DLA , all the PLFAs, and as via distance learning at the Defense Distribution Center in New Cumberland, PA. Additional training is being explored that can be provided via video tape to new managers and action officers.  Training was only provided for CONUS DLA employees, as those overseas were unable to travel for this event. The video tape version of the training will also be used for OCONUS personnel

The DESC-RL issued letter of instruction on MC Objectives to DESC Directors, Commodity Business Units, Support Offices and Regional Offices.

f.  MC Performance Standards

All third level managers having significant internal control responsibilities in their position descriptions, from which respective performance standards are derived.  This policy was reiterated in the FY01 DDC Management Control Guidelines to the Directors, Staff, and Depot Commanders (Jan 01).
 DESC: DESC managers have management controls incorporated into their performance standards.

DNSC: Management Control Performance Standards:

DNSC-E and DNSC-O Division Chiefs have management controls 

incorporated into their performance standards

g. GAO Reports and Reviews

h. Review of OSD Functional Proponent Proposals (e.g. systemic weaknesses)

i. Information Technology Initiatives

DDC: 
Successful Implementation of the Distribution Standard System (DSS) FY 01.3 Release 

Defense Distribution Center (DDC) and DLA Systems Integration Office Utah, (DSIO-U) successfully implemented (August 2001) the Distribution Standard System (DSS) FY01.3 release to all remaining Distribution Centers. This release contained 33 System Change Requests, including changes to location survey logic, increasing the number of address lines on transportation documentation, and making changes to the automated hazardous materiel segregation logic. 

Net Landed Cost
DDC successfully tested Net Landed Cost (NLC) throughout FY 01, and provided related training to the DDC staff and depot representatives. NLC is the next generation of discrete pricing that will provide an equitable and understandable method for charging the DDC customer for the services provided by looking at the characteristics of each transaction.  This information management initiative will eliminate customers subsidizing services that they do not use.  It will also provide the inventory control points or ICP’s with visibility of their distribution costs allowing them to make more informed supply decisions.  Net Landed Cost will be implemented starting FY02.

j.  MC References in Directives, Regulations, and other Guidance

Program references have been and will continue to be incorporated into directives, regulations and other published guidance.
Guidance referenced: 

OMB Circular A-123 (Revised), “Management Accountability and Control”

DOD Directive 5010.38, “Management Control Program”

Federal Managers’ Financial Integrity Act of 1982

DSS FY01 Guidance

DLA/Contractor developed Training Guide
k. Congressional Reviews and Hearings

DNSC:
During 1998, six children were diagnosed with various forms of cancer in the Hillcrest subdivision where the Binghamton, NY Depot is located.  Subsequently, the Depot was under close scrutiny from community members and legislators.  Although the level of interest has waned somewhat during the current fiscal year, Senator Schumer and Congressman Boehlert are being kept abreast of actions at this installation.  They are included in community outreach programs.

Congressman Michael R. McNulty continued to be apprised of an environmental issue at the Scotia, NY Depot involving the detection of trichloroethylene (TCE), of unknown origin, in the groundwater.  The presence of TCE has potential impact on the drinking water supplies for the towns of Schenectady and Rotterdam, NY.  DNSC has completed its sampling and analysis protocol, which indicates the source of TCE to be from other than DNSC property.

The relocation of a relatively small amount of mercury from Binghamton to the Somerville, NJ depot resulted in intense, mostly misleading, coverage by the local press, which alarmed the populace and inflamed their Federal representatives and local politicians.  We have been in contact with the offices of Senator Toricelli and Congressmen Ferguson and Holt in an attempt to alleviate their concerns
l.  Command or other Subordinate “Letters of Assurance”

DSCP:

As a further basis for the Commander's annual statement of assurance this year, all DSCP Directors, Office Chiefs and the Commanders of DSCP Europe and Pacific were required to provide similar annual statements of assurance on their operations to the DSCP Commander.  Reports from all sources, both internal and external, were to be utilized in identifying material weaknesses in management control.  Where material weaknesses were identified they are included in this statement.  A tracking system monitors corrective action on all material weaknesses until completion.

DDC: 

A76 Study: Ensure controls are in place that maintains both effective procurement sensitivity and "level playing field" for all depots and/or private bidders. 

Outcome: Performance Work Statement development timely, documentation improved, and no firewall violations.

A76 Transition: Ensure that the six-month transition time frame is adhered to. 

Outcome: Transitions for first round competitions completed as scheduled and on track for second round competitions.

FAIR Act and Circular A-76 Implementation: Ensure that the DDC effectively implements the statutory requirement of the Federal Activities Inventory Reform (FAIR) Act of 1998 and Circular A-76.                                                                

 Outcome: DDC submission accepted by HQ DLA as accurate and timely.

Credit Card Integrity: Ensure the integrity of credit card program, including extensive training and oversight. Ensure effective and economical payment review and credit card program promotion to the shop floor level.                                                            Outcome: Monthly reviews and audits effective in identifying and correcting problem areas. See “Concerns” section for credit card overview.

Contract Administration: Award and administer quality contracts in a timely manner and at a reasonable cost.  Ensure compliance with all applicable regulations and directives, including the Competition in Contracting Act.       

Outcome: A contracting officer will continue to review all open market contracting actions prior to issue and evaluate procurement processes to assure compliance with applicable regulations and directives.

Accountable Property Program: Ensure the integrity of the Accountable Property Program with special emphasis on the capital funded portion to assure financial and depreciation accuracy.  Provide regulatory guidance, extensive training, and oversight to ensure the Depot Accountable Property Officer (APO) maintains complete and accurate property records.  

Outcome: The DDC Accountable Property Manager provides training and reviews records daily to assure property receipts are posted and that all records are transferred to DPAS. Random queries are generated to determine adequacy of transactions processed by each APO. 

Physical Security  Controls: Ensure sufficient physical security controls are in place at all DDC facilities with particular attention given to potential terrorist activities.  At depot facilities, ensure controls are in place at receipt, storage and shipping locations to deter/detect unauthorized entry.   

Outcome: Controls at depots are considered adequate; however ongoing counter-terrorism projects will allow for additional controls to be put in place.

Personnel Security Controls: Ensure personnel security controls are in place throughout DDC and depots. Ensure security clearances are initiated where needed; and Security Awareness and Anti-terrorism (AT) training is scheduled and provided to all personnel.                                                                                                        Outcome: DDC personnel not receiving timely decisions on security investigations due to significant Defense Security Service backlog.

MILCON Procedures: Ensure all MILCON efforts are in keeping with prescribed DoD policies and procedures.                                                                             

Outcome: MILCON projects are regularly reviewed by various levels of management. Projects are monitored for progress, budget performance, impact on operations, and weather any modifications are needed. Overall controls are considered adequate. 

Equipment Management: Ensure all equipment (MMHS, administrative equipment, and vehicles) is procured, allocated, maintained, and utilized in accordance with POM, planning requirements, and prescribed regulations and procedures.     

Outcome: All capital equipment requests are submitted will full economic analysis. Obligations are tracked, and utilization reports are reviewed. Management controls are adequate.

Facilities Management: Maintain a viable facilities management program to insure A76 and overall mission requirements are met in a cost effective and timely manner. Outcome: Facilities Engineering Team members are constantly on travel to the depots to ensure that facilities engineering projects are being carried out in a timely manner and within approval limits. All facilities programs are monitored to ensure that obligation/award rates are within program. Management controls are adequate.

Inventory Accuracy: Achieve and sustain an Inventory Accuracy Rate of 95% for    FY 01.  Continue to implement DSS and procedures changes to improve processes and controls.                                                                                                                          Outcome: There has been a steady improvement in this area. See overview in “Concerns” section.

Stock Readiness and COSIS: Ensure care and preservation of supplies in storage (COSIS) policies and procedures are practiced at all DDC depots.                   

Outcome: The DDC developed a Stock Readiness and Care of Supplies in Storage (COSIS) interim guidance (March 2001) to the depots. In addition, all depots have been scheduled for on-site training in both Performance Oriented Packaging and the Stock Readiness/COSIS programs. A review of program progress and depot performance failed to identify any material weaknesses.

Storage Space Management Reporting: Ensure accurate and viable reporting of storage space utilization and occupation by owner. 

Outcome: DDC has conducted on-site training at all depots. In addition, at a DoD-wide Storage Space Reporting conference (May 2001), DDC and DLA were provided detailed instruction on how reports are compiled and how data is used to bill the material owners for storage. 

Objective closed.

Distribution Operations Performance: Achieve a 90% 1 day processing reliability rate (high priority requisitions, routine MROs, and new procurements). 

Outcome:   Meeting overall goal except for routine MROs at 1.5 days - (Hi-Pri – 1.0 days; and New Procurements – 1.0 days). 

Stock Positioning: Evaluate effectiveness of the DDC Stock-Positioning Plan in terms of Order Ship Time (OTS), transportation, occupied storage space and cost.    

Outcome: Existing tools and reports needed to be modified to improve DDC’s ability to monitor effectiveness in meeting stock positioning goals and objectives. Action in underway. Objective is being met, even as the program is being modified to meet changing policies.

GPRA Implementation: Review Government Performance Results Act (GPRA) implementation.                                                                                                        Outcome: DDC has been proactive in formulating the Balance Score Card which will  provide the template for meeting the DLA 21 goals and objectives. As such,  the DDC is on track in implementing GPRA.

Systems: Incorporate Information Technology (IT) as a consideration in all business plan requirements and business case analyses as applicable.                           

Outcome: DDC has assisted multiple DDC HQ organizations and DDC sites with mission support projects that require the inclusion of IT.  DDC J-6 has developed and incorporated a variety of web technologies and interfaces on DDC systems, in support of DoD, DLA, and DDC initiatives and projects.  To facilitate supply chain linkage the DDC Configuration Control Board (CCB) and the DDC Configuration Control Board Charter have been created; and an Enterprise Management architecture is being tested. 

Computer Software Piracy: Provide information technology (IT) assurance controls that are in compliance with DoD, DLA, DDC, and industry polices, procedures, and standards.                                                                                                              

 Outcome: As a result, a draft DDC computer software piracy policy has been produced and is being staffed. 

Finance Liaison Accountability: Ensure all commitments, obligations, expenses and reimbursable earnings are timely, accurately recorded, traced and reconciled in the financial system.                                                                                              

Outcome: All documents are reviewed for proper authorization, correctness and completeness prior to recording. Accrual based accounting methods are in place to ensure obligations, expenses, and earnings are recognized in the proper time period. Assessment indicated that internal controls are adequately maintained.

Funds Distribution: Ensure procedures are in place for the appropriate distribution and timely issuance of funds to the depots. Initiate and maintain an effective cost management program. Ensure funds expended are consistent with the POM. 

Outcome: Funds are provided based on the POM and workload. Monthly monitoring is in place utilizing tools such as the Financial Status Report, unit cost model, and the trial balance.

Budget Execution: Ensure funds are properly obligated; prior approval controls are in place; and budget execution is reviewed on a timely basis.                                  

Outcome: Using the Financial Status Report, monthly monitoring, and the review and analysis program, budget execution is effectively managed.

Process Improvement: Evaluate implementation of Activity Based Management and other means as tools for process improvement opportunities and other uses e.g. DLA Log-E Model.                                                                                                                   Outcome: DDC has been instrumental in providing ABC/M data to all depots, depot support teams, and the A-76 Project Office throughout the fiscal year. Users have the capability to “drill down” to the lowest organizational level for purposes of identifying target areas for process improvement. DDC J-8M has been active on the DLA IPT regarding Log-E the DLA Corporate ABM model. In order to efficiently support the latter, software improvements are needed to facilitate data capture, data manipulation, and report generation.

Property Loss: Formulate and implement Financial Liability Investigation for Property Loss (FLIPL) procedures.                                                                                          Outcome: DDC formulated and disseminated procedures for initiating FLIPL actions in the form of DDC Instruction 7500.1 to include program management at DDC J-8.

Financial Statements: Improve the accuracy, timeliness, and usefulness of information (management accounting data) contained in financial statements.  Continue program development of automating personnel and financial reports to allow on-line access to field components.                                                                                                  

 Outcome: DDC has been proactive in initiating web-based/on-line mechanisms to facilitate financial awareness and management e.g. Report Web, Daily Labor Report, and Power Track.

Handling Nuclear, Biological, and Chemical (NBC) Material (Chemical Suits) at DDAG: Ensure proper receipt, inspection, storage, issue, and disposal of NBC material.                                                                                                              Outcome: While improvements in DDAG NBC have been made, the criticality of this material dictates that monitoring continues. See “Concerns” section for additional information.

DESC:   DESC reviewed 19 vital control objectives under its Management Control Program.  Designated control objective managers performed assessments regarding the adequacy of internal controls.  Assessments were performed during FY01 on the following objectives:

· Ensure the adequacy of DESC’s program for maintenance and repair of storage facilities.

· Ensure that MIPRs are reviewed to ensure: funds are used only for purpose stated; progress of projects; completion of projects; and excess funds are recovered upon completion of the project.

· Ensure DESC is in compliance with safety and occupational health regulations.

· Ensure the adequacy of control of IMPAC purchases by and for DESC activities.

· Ensure the adequacy of DESC’s Contract Quality Management Plan.

· Ensure that DESC maintains effective control over DWCF natural gas ordering and invoicing.

· Ensure integrity of information systems (automated).

· Ensure Fuel Automated System meets operational requirements of users.

· Ensure legitimacy of use of government issued personal computers, software, and cellular phones.

· Ensure legitimacy of use of government lease automobiles.

· Ensure adequacy of controls over the AIR Card Program.

· Ensure adequacy of controls over the Fleet Card Program.

· Ensure that the level of service to DESC’s customers is responsive to their needs and provides best value.

· Ensure DESC’s review of unliquidated obligations are in compliance with OSD(C) guidance.

· Ensure supervisors and their employees include and complete mission essential training with emphasis on Priority 1 in the IDPs.

· Ensure DESC’s bulk fuels requirements estimates are adequately managed in order to avoid claims based on lifting minimum quantities on bulk fuel contracts.

· Maintain a secure workplace environment.

· Ensure that DESC maintains effective control over the natural gas program MIPRs for the Defense Working Capital Fund (DWCF) customers.

Maintain accountability for government minor property.

DLA-E: The evaluation was performed measuring the following:

1.  Comply with DLA property accountability program requirements.

    a.  Property inventory conducted once a year.

    b.  External audits as directed by HQs DLA.

2.  Effectively manage procurement process and comply with program requirements.

    a.  Monthly review of the procurement process performed on the 10th of each month.

    b.  External audits as directed by HQs DLA.

3.  Effectively manage the IMPAC Program.

    a.  Quarterly management review.

    b.  Random contracting office audits.

4.  Effectively manage DLA Logistics Liaison Office.

    a.  Weekly SITREPS.

    b.  Weekly customer assistance visits.

5.  Effectively manage DLA Contingency Support Team (DCST).

    a.    Review/Update Policies & Procedures

c. Track DCST Personnel.

6.  Effectively manage DLA-E Weapons.

a. Monthly inventory of all weapons and ammunition

b. Review and update DLA-E/DCST SOP

7.  Effectively manage DLA-E Funds.

    a.  Prepare monthly report for tracking commitment/obligation expenditures.

    b.  Perform quarterly review for audit/monitor of financial management processes and systems.

8.  Ensure legitimacy of use of government issued cellular phones.

    Audit cellular phone utilization.

9. Ensure Antiterrorism/Force Protection is in compliance with HQ DLA Directives.

a. Customer Assistance Visits

b. AT/VP Assessment Reports

DDC:     In addition to the aforementioned, the following were also considered in the overall evaluation of the adequacy of management controls within DDC: Input from depot commanders and senior staff; regular management reviews of distribution performance statistics; and analyses of funding/cost trends; informative interaction during both DLA and DDC commanders’ conferences; on-site visits by depot teams; Congressional correspondence; and the DDC Command Complaint Program.  In conclusion, the evaluation resulted in an enhanced awareness of our management controls, as well as, the actions needed to improve conditions.

DNSC: 

m. Productivity Statistics

DDC:

DDC reviews related statistics of all depots to ensure performance meets or exceeds DLA goals.  The DDC initiated and maintains an active Review and Analysis program that addresses and tracks status of other distribution issues and projects.  The management indicators are consistent with the Balanced Scorecard and the DLA Strategic Plan. Furthermore, DDC complied with distribution related deliverables as outlined in DLA FY 2001-2006 Performance Contract.

DESC:

Monthly Manpower and End-strength Report

DESC Monthly Management Review (MMR)

DNSC:

Monthly productivity statistics are provided to the Chiefs of Storage Operations and Quality Assurance & Technical Services Divisions.  Such reports are used to ensure adherence to program goals and objectives.  These reports are consolidated into the monthly DNSC Activity Based Costing Survey along with individual inputs from DNSC-E and -O headquarters personnel.  Weekly status reports are in use to track program progress

n. Defense Regional Interservice Support Studies (ISA’s)

DDC:

The DDC enters into a significant number and dollar volume of support agreements both as the supplier and receiver of services. Reimbursement is assured via Military Interdepartmental Purchase Requests (MIPRs).  Fiscal Year 2001 status of Defense Regional Interservice Support Agreements (ISAs), and Service Level Agreements (SLAs) are as follows:

ISAs
Estimated Dollar Amount 

116 as Supplier
$76,157,347


 94 as Receiver
$35,448,330


SLA
Estimated Dollar Amount 

9 as Receiver
$ 2,226,039

- - As Supplier: The Defense Distribution Depots provide distribution support to customers, from all branches of the service, through the Interservice Support Agreements.  Distribution support includes such services as Preservation and Packaging, Demilitarization, Inventory, Processing and Painting Wheeled and Tracked Vehicles, Interdepot Movement.  In addition, the Defense Distribution Depot Susquehanna, PA (DDSP) and the Defense Distribution Depot San Joaquin, CA (DDJC) are the host activity providing base operations support to the tenants.  Types of base operation support include Fire Protection, Safety Support, Disaster Preparedness, Environmental Protection, Police Services, etc.

- -As Receiver: The Defense Distribution Depots, as tenants, receive base operations support from the host activity and various other providers through an ISA.  The DDC also receives Automated Data Processing Support (ADP) and Communications Support from the Defense Information Systems Agency (DISA).  This support is identified in the Service Level Agreements (SLAs) between DDC and the appropriate Defense Mega Centers (DMC). 

- - MIPRs:   Reimbursement for services received or provided is accomplished via DD Form 448, Military Interdepartmental Purchase Request (MIPR).  Reimbursement billings due under the terms of the agreements will be by a “no check drawn” SF1080, Voucher for Transfer Between Appropriations and/or Funds, which are submitted on a monthly basis by the Defense Finance and Accounting Service (DFAS).

DESC: DLA Support Services – DSS - 



$2,541,663.01



J-631 Headquarters Complex Info Systems (HQITS) -
    579,232.55



DLA Special Staff – DO - 




       68,411.01



DLA Special Staff – General Counsel - 


       19,498.00



J-10 Human Resources




     367,269.19



Office of the Comptroller – J-8 - 



     151,013.89


TOTAL






$3,727,087.65

MIPRs

Operations and Capital MIPRs are tracked by the Defense Business Management System (DBMS) using a unique 14-digit document number assigned by DESC's Budget Office.  The amounts committed, obligated, expensed and disbursed are available by accessing this document number in DBMS.

Stock Fund MIPRs are tracked by the Defense Fuel Automated Management System (DFAMS) using a unique MIPR number.  The amounts committed, obligated, expensed and disbursed are available by accessing DFAMS.

The dollar amount of MIPRs processed so far in FY 01 is:

Operations: 
$17.8 million

Capital:
            $21.4 million

Stock Fund:          $583.5 million
TOTAL
           $622.7million
o. Management Reviews in other Functional Areas (e.g. Procurement; Command, Control, Communications and Intelligence; Financial; or Environmental)

p. Quality Assurance Reviews

q. “Hot Line” Reports

DDC:

A total of  9 reports were received and addressed versus 6 in the prior year.

CONCERNS: 

DAPS 

DAPS has inaccurate and/or abnormally high balances in cash, payables, and receivables.  Cash has not been reconciled by DFAS since responsibility for reconciliation transferred to them. DAPS does not receive any report detailing cash receipts and disbursements so that we can determine the cause of the problem and verify accuracy.  There is no DWAS remedy ticket here since this is a labor or workload problem at DFAS, not a software issue.

Accounting information does not fully support budgetary requirements.  The accounting system does not provide a breakdown of cost in a format that supports budget presentation.  As an example, there is currently a DFAS-Charleston request to fix the summary sources of revenue report, including getting it to equal the B1 report.  Also, system change request #CL733401020 has been submitted by DAPS HQ to implement new object classes in FY 2002.

DWAS reporting of current obligations does not match reporting in the SF                                      133, Statement of Budgetary Resources.  DAPS HQ has submitted remedy ticket #24 to correct this.

DDC: 

Prior Year:

Inventory Accuracy. 
      This area has been an item of concern and interest in preceding annual statements. The need for continuous visibility is imperative in order to ensure shared emphasis throughout the distribution community in meeting support requirements of the warfighters. There has been a steady improvement since the DDC began the sample performance inventories in FY98.  The accuracy rate for 2nd quarter FY01 is 93.53%, which is an improvement of 1.12% from the 92.41% in 4th quarter FY00.  Each of the four DoD categories also reflected improvement.  Although the FY01 4th Quarter Performance Inventory is normally complete at this time,  HQ DLA has changed the program and merged the Chief Financial Officer’s annual inventory with the 4th quarter performance inventory.  Therefore, results will not be available until later in October 2001.

     DDC continues to be proactive for identification and resolution of recurring errors.  DDC has established a Process Action Team to address the most common functional errors in receiving and warehousing that creates an inventory imbalance.  A new Plan of Action has been developed and briefed to DLA that addresses our approach to overall accuracy improvement that will also provide the environment to maintain the achieved level of accuracy.  The DDC plan provides for achieving performance goals by the 4th quarter FY03.

Current Year:

Nuclear, Chemical, and Biological Material, Including Chemical Suits, at DDAG:

      As requested by HQ DLA J-3, the status of actions taken to improve handling nuclear, biological and chemical operations at DDAG is hereby provided.  The assessment conducted by the DDC, evaluated the progress of that operation toward a zero defects goal. 

     Based on a number of instances involving the issue of defective NBC material, it was determined that DDAG did not have adequate procedures in place to ensure the proper management of this stock.  Toward that end, DDAG, under the direct guidance of DDC J-3/J-4-M and DDC J-3/J-4-O, implemented certain policy changes designed to rectify the situation.  These changes were intended to ensure that our customers received this critical protective gear in a timely fashion, and in a condition that would guarantee their safety.  Specific actions effected included segregated storage of all NBC material, development and implementation of an SOP for the proper processing of NBC material (with an emphasis on the application of shelf-life principles), the designation, by name, of individuals specifically responsible for processing NBC material, and the coordination with DLA item managers on all issue/disposal actions.  Positive results from changes implemented are already apparent.  Preliminary findings of an audit of DDAG's NBC program by the General Accounting Office in February 2001 concluded there was nothing negative to say about the program (final report yet to be published).  Further, an audit by the DDC Internal Review Office in April 2001 concluded that DDAG's application of shelf life policy had improved noticeably.  DDAG has also been successful in eliminating certain Isratex BDOs, the source of the original problem, from their inventory.  This has been accomplished by issuing the defective suits for training purposes only to Army units specified by the Defense Supply Center Philadelphia.  A complete reduction of that inventory is expected over an as yet undetermined period of time. 

     While improvements in the DDAG NBC management program are obvious, the criticality of this material dictates that monitoring continue for some time.  It is anticipated that a follow-on assessment will be conducted during FY02.

Credit Cards

Due to the recent interest by the GAO, DoD, and the DLA Director, a summary is provided of actions taken and ongoing, regarding the adequacy of management controls concerning both purchase cards and travel cards.

The DDC has included purchase card integrity as a management control objective under the DDC Management Control Program. The Office of Procurement (DDC J-1A) reviews the official billing statements on a monthly basis to determine adequacy of the reconciliation process and adherence to regulations. On site audits by this office are conducted on a regular basis at each distribution depot; and appropriate corrective actions have been taken, as necessary e.g. additional training, greater involvement of approving officials, etc. 

In conjunction with the DLA Office of Internal Review (J-308) audit program, the DDC Internal Review Office (DDC-IR) started an audit of purchase cards on August 16, 2001. A sampling of files was examined to determine the following: if there was pre-approval of purchases; whether the purchase was an authorized purchase under the purchase card program; that documentation of purchase and receipt was available; if there was evidence of split and repeat purchases; and certification existed for payment by the billing official within the required time frames.  In addition, evidence of training of cardholders and a review of management's oversight of the program including documentation of reviews were included. 

Also as part to this ongoing audit, has been the evaluation of management controls over the Government Travel Charge Card. Until recently, DDC J-8 lacked sufficient visibility of travel card activity by DDC travelers since reports provided by the contractor (Bank of America) were incomplete.  As a result, DDC Directorate of Distribution Financial Operations (DDC J-8) has developed a “get-well” plan, scheduled for completion by November 2001, to enable them to obtain and review cardholder accounts by activity level.

Status of the above mentioned audit has been provided to J-308. A more in depth review of the credit card program will be made part of the FY 2002 DDC IR Audit Plan.


DNSC:   Any special concerns in reports on Management Controls:

           Our high volume sales program continues to exhaust some field office component resources resulting in increased delinquency rates and backlogs for the Quality Assurance & Technical Services Division; supervisory personnel have been required to “fill-in” for their subordinates, with a resultant decrease in focus on supervisory/administrative functions.  Although many of the functions of the two directorates have high risk factors, this is primarily because of the high value of commodities stored and sold.  Reviews of internal controls indicated that the checks and balances by which the directorates performed their functions were adequate to offset inherent risk.  None of the noted concerns were considered to be of a level of significance, which would meet the definition of a material weakness noted in OMB Circular A-123, (revised), dated June 21, 1995.
OSD SYSTEMIC WEAKNESSES:

