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MEMORANDUM FOR 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 (DLA), 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 DLA has been conducted in a conscientious and thorough manner.  The results indicate that DLA’s system of internal accounting and administrative control in effect during the fiscal year that ended September 30, 2002, 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 evaluations 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 uncorrected material weakness listed at Tab B-1.  Tab B-3 is an individual narrative for each material weakness corrected during the period.  Tab B-4 is a new requirement for a summary of the significant accomplishments and actions taken to improve management controls during the past year.

       An inventory of DLA’s finance and accounting systems and critical feeder systems details on whether those systems conform to the requirements of Office of Management and Budget Circular A-127-Revised is incorporated in the Fiscal Year 2002 edition of the Department of Defense Financial Management Improvement Plan.  

                                       MARY L. SAUNDERS

                                   Major General, USAF



                                                        Vice Director

Attachments
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A-1

              DESCRIPTION OF THE CONCEPT OF REASONABLE ASSURANCE 

                            AND HOW THE EVALUATION WAS CONDUCTED

TAB A

      The system of internal accounting and administrative control of Defense Logistics Agency (DLA), in effect during the Fiscal Year (FY) ending September 30, 2002, 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 Department of Defense (DoD) Directive 5010.38, Management Control Program (MCP), dated August 26, 1996, and DoD Instruction 5010.40, MCP 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 DLA is in compliance with the standards prescribed by the Comptroller General.  

     The objectives of the system of internal accounting and administrative control of DLA 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 DLA 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 that are 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.

      The evaluation was performed in accordance with the guidelines identified above.  The results indicate that the system of internal accounting and administrative control of DLA in effect during the FY that ended September 30, 2002, 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. 
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The description of how the evaluation was conducted:

1.  Progress made institutionalizing the Management Control (MC) Program:
The Headquarters Business Offices and DLA Field Activities have continued to make progress in the expanded reporting of weaknesses and controls.  Additionally, DLA has standardized the assessment letters to be used throughout the Agency.  This will assist auditors in reviewing the documents when necessary.

The J-3 MCP reviews all areas annually for inclusion in the development of Management Control Objectives (MCO) to be assessed for the FY.  The DLA mandated objectives are also identified for inclusion in the annual MC plan.  All assessments are reviewed and approved by

J-3 senior management.  All identified concerns and material weaknesses are updated to senior management in J-3 on a quarterly basis.  

Defense Energy Support Center (DESC) participated in training conducted during this FY.  DESC’s MCP Coordinator served on a panel of four individuals to re-evaluate, make adjustments, and add new/delete obsolete core objectives. 

The MCP within Defense Reutilization and Marketing Service (DRMS) has been fully implemented.  MC performance standards are part of supervisory/managerial performance plans.  Operational oversight is provided through periodic Compliance Assistance Visits while self-evaluation is performed at the Defense Reutilization and Marketing Office (DRMO) level.  DRMO Chiefs do three self-certifications per year of each DRMO’s compliance with operational and environmental regulations and requirements.  This low-threat oversight program encourages self-reporting, identifying problems to higher levels when assistance is needed, without fear of repercussion.  The Zone Managers perform internal oversight and implement procedures to reinforce DRMS’s management controls, ensuring that any identified concerns or weaknesses are addressed and resolved appropriately.

Defense Supply Center Columbus (DSCC) has a well-established MCP.  While improvements continue to be made, quality MC guidance and information has been provided to all DSCC managers, supervisors and MC Coordinators.  The DSCC MCP Manager furnishes overall program guidance and direction for the MCP.  Directorates/offices have assigned coordinators to ensure timely MC reports are provided to the MCP Manager for their organizational units.  Coordinators are responsible for ensuring that their units follow the prescribed events and timetables as set forth in the DSCC, DLA, and OMB guidance.  The MCP Manager and coordinators provide assistance to control objective managers in each functional area who conduct the assessments, provide status reports, and submit assessment letters for control objectives in our annual MC plan.  
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The DSCC MCP manager continuously updates the management control folder in their computer integrated workstation ‘public’ directory.  This folder includes MCP guidance, reports, and other relevant information to keep DSCC up-to-date on MCP news and requirements. 

The July 2002 revision of the DLA MCP “How To” Guide has been made available to all DSCC associates and has been provided electronically to all DLA MCP managers.  Among the changes to the revision are: charts to more clearly illustrate how the MCP interrelates with other DLA programs to accomplish DLA’s mission and step-by-step procedures for developing control objectives and techniques.  

All Defense Supply Center Richmond (DSCR) directorates and major offices have MCP monitors and alternates assigned to oversee the MCP.  These individuals are responsible for ensuring their directorate/major office follows the prescribed events and timetables as set forth in the DLA and OMB guidance and for providing assistance to their supervisory personnel in program determinations and implementation.  

2.  Improvements to program coverage: 

DLA has developed core objectives to be included in all applicable MC plans by forming a DLA action team to develop the core objectives for FY 02.  This involved reviewing current objectives, determining their applicability to FY 02, and developing new objectives based on program/functional changes within DLA.  This process was repeated for FY 03.

Field Activities provided electronic versions of local guidance to enable the control objective managers to perform better assessments this year. 

DLA Support Services Management Support (DSS-M) plan was updated throughout the year to reflect DLA guidance and evolving programs.  A detailed MC plan was developed for a new Office of Secretary of Defense (OSD) directed program and briefed to appropriate stakeholders.        

Defense Distribution Center (DDC) MCP Guidelines were formulated timely and disseminated to both the DDC Staff and the depot commanders.  This document included the MC plan of the DDC and other related instructions.  This year’s MC plan not only linked MCOs to the DLA Strategic Plan, but it related objectives to the Government Accounting Office (GAO) High Risk Areas, as well.  Furthermore, all depot commanders were directed to assess their respective operations and provide a signed statement of assurance.  In order to enhance program awareness, a MCP poster was developed and disseminated throughout the DDC Headquarters and its Depots. 

DRMS has continued to focus on the goals and objectives identified in the MCP.  DRMS also increased its efforts and focus on performance metrics.  To aid in the performance metrics initiative, a Performance Metrics Workshop was conducted with Public Strategies Group out of 
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Minneapolis, MN.  The metrics workshop helped solidify existing metrics and laid a new framework for the development of new metrics.  Performance metrics will play a key role in the future assessment of many Management Controls at DRMS.  

The July 2002 revision of the DLA MCP “How To” Guide has been made available to all DSCC associates.  Among the changes to the revision are: charts to more clearly illustrate how the MCP interrelates with other DLA programs to accomplish DLA’s mission and step-by-step procedures for developing control objectives and techniques.  

DSCR emphasized the importance of the role managers play in safeguarding the integrity of this organization by continually monitoring and establishing procedures to prevent fraud, waste, abuse, or mismanagement in their respective areas of responsibility.  With the many changes in our work environment, as well as employee turnover, our vulnerability to fraud, waste, abuse, and/or mismanagement has increased.  However, increased awareness by our managers has provided a ready response to these challenges. 

3.  Problems encountered in implementing the program: 

DLA managers at all levels fully support the MCP; however, resource constraints are a challenge for some offices.  In spite of this, all assessments were performed. 

In the past year and half, the MCP at DRMS has gone through two MCP Managers and now are on the third MCP Manager.  The most recent change of MC management occurred in August 2002.  Frequent changes in MCP management have stalled program momentum.  The DRMS MCP intends to be back on track in its full capacity for FY 03.   

Managers have greatly improved the timeliness and quality of assessment letters over the past several years at DSCC.  However, there are still improvements that need to be made by several functional areas especially regarding timeliness of submissions.  DSCC will continue to work closely with managers and coordinators in each functional area to improve the timeliness of responses and to keep DSCC command informed of problems with late reports.



In the Corporate Protection Office at DSCR, management continues to encounter ongoing funding challenges.  Authorization for 10 Full-Time Equivalents (FTE) has been granted.  Another challenge is determining location of the varied assets for DSCR’s Physical Security Plan. 

4.  Other program considerations: 

The OMB Circular A-76 Program continues to present a challenge to the DDC as it pertains to MCP.  Those depots operated by a contractor and managed by a Continuing Government Activity organization are limited to assessing administrative activities and contractual performance versus reviewing the entire scope of traditional depot operations.  That is, there is clear distinction between the scope of oversight between DLA run depots and Government 
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Owned/Contractor Operated (GOCO) facilities.  Furthermore, performance data provided by GOCOs are restricted to primarily workload; whereas, the Government-operated depots generate activity based cost data as well.  The DDC enhanced cost visibility of the contract depots by initiating unique cost account codes for contract costs associated with depot processing and reimbursable workload.

DESC will continue to provide training and demonstrate to the DESC regional managers that when used properly the MCP can be an essential tool not only for identifying potential problems in the conduct of their critical functions, but also for process improvement.  DESC has established a MC plan in which they address such issues as Property Administration, PowerTrack, Commercial Bill of Lading, and Contract Quality Management.  This pro-active response has proven that DESC activities take this program and its intent with all seriousness. 

In the Corporate Protection Office at DSCR, changing requirements, as mandated by Force Protection Condition status, are continually considered.  This office must ensure new assets are placed on the list for the Physical Security Plan.  Also at DSCR, the Office of Counsel, Internal Review Office, and Equal Employment Opportunity Office all use personal computer systems in performing their programs and functions.  Physical and computer securities are important considerations for the management of these offices; security precautions have been taken.

5.  Any deviations from the process as outlined in the OMB Guidelines: None.

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

J-3 OPEN PREVIOUSLY REPORTED: 

The Hazardous Property Disposal Program: The Hazardous Property Disposal Program is in effect to ensure that the Military Services receive proper guidance and that the disposal of hazardous material and hazardous waste is conducted in accordance with all pertinent regulations.  Events during this review period have caused us to express concern regarding the disposal of Polychlorinated Biphenyls (PCB) overseas.  A permanent solution for the PCBs in Japan, and those temporarily stored on Wake Island, needs to be found.  A Process Action Team 

(PAT) identified 22 findings requiring corrective action.  Two actions remain open pending response from the Environmental Protection Agency (EPA).

J-3 CLOSED PREVIOUSLY REPORTED: 

Ammunition, Explosives, and Dangerous Articles (AEDA) Policy: AEDA and range residue policy and procedure was identified as a concern.  AEDA incidents occur when non-inert AEDA is erroneously disposed by generating activities through either the DRMO or a Qualified Recycling Program, thus endangering Government employees and/or the public.  AEDA disposal policy was implemented on March 23, 1999, via DoD Demilitarization (DEMIL) Program Management Bulletin 99-005.  Operational and Environmental Executive Steering Committee on 
Munitions has developed a Munitions Action Plan and a draft DoD Instruction that is pending
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Office of the Secretary of Defense (OSD) approval.  In addition, the AEDA consolidated quarterly incident report has been delegated to Defense Reutilization and Marketing Service (DRMS) for completion under their internal MC plan.  DRMS will continue to monitor AEDA incidents and report such under their ASA.

DOCUMEMENT AUTOMATION AND PRODUCTION SERVICE (DAPS) CLOSED PREVIOUSLY REPORTED: 

No reconciliation by the Defense Financing and Accounting Service (DFAS) of the Defense Working Capital Account System (DWAS) Cash: Cash has not been completely reconciled by DFAS since responsibility for reconciliation transferred to them.  DAPS does not receive a report detailing cash receipts and disbursements so that we can determine the cause of the problem and verify accuracy.  Corrective actions: REMEDY 575 was input to record the cash report deficiencies to DWAS-Program Management Office.  The latest update to this ticket is that the Digital System Group has corrected the programming and moved the change into the production environment.  DFAS is balancing the report to Treasury Cash for period January 2002.  Balancing cash is a monthly product that DFAS has performed since 2001.  Reports have been provided for periods through December 2001. 

DDC OPEN FIRST TIME REPORTED

Defense Travel System (DTS) Deployment: Deployment of DTS for DDC was scheduled for September 5, 2003.  As of the current schedule, dated August 6, 2002, it is planned for five sites that include DDC distribution sites to be deployed prior to the September DDC implementation date.  Concerns have been voiced over the past several months that have not been addressed properly or have been left unanswered to date.  

DTS requires that obligation authority be placed at depot-level.  Eleven years ago when Defense Management Reform Decision (DMRD) 902 was implemented, the DDC centralized financial operations.  DDC has not given obligation authority out to the distribution depots nor is there any plan to set up 22 “financial operations.”

When DDC was briefed about DTS, DDC was told that financial information would pass to Defense Business Management System (DBMS).  HQ DLA Support Services (DSS) was asked how does the financial information pass to DDC’s copy of DBMS?  The Military Services do not use DBMS, and there are no financial operations at DDC’s depots.  To date, this question has not been clearly answered.

The DDC continues to be concerned about visibility and knowledge of financial entries made for its depots.  An alternate process to getting financial information into DDC’s DBMS system would be to Inter-Service Support Agreement (ISSA) money to the host activity to perform the necessary entries.  DDC would lose visibility to the travel process if an ISSA is used, and that is not acceptable.  Further, use of an ISSA would increase costs to DDC.  DTS is intended to be a time and cost saver; however, workarounds would increase resource requirements instead of decreasing them.
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It is recommended that DSS provide DDC HQ with DTS capability prior to deploying any site covered under DDC financial operations.  Corrective action has already begun.  DSS personnel are teaming with DDC personnel to resolve this issue.

DDC CLOSED PREVIOUSLY REPORTED: 
Nuclear, Chemical, and Biological Material, Including Chemical Suits, at Defense Distribution Depot Albany, GA, (DDAG): DDAG implemented corrective controls in FY 01 and they were reported.  Wall-to-wall inventories were completed.  Receipt restriction notices and issue control for inspections flags were loaded into Distribution Standard System (DSS) to provide visibility of the material during processing.  The material was re-warehoused into a single area with limited access and personnel were selected to handle all receipts and issue thereby providing an additional control.  There has been no indication that these controls are not providing the accountability needed.  This concern is considered closed.

DRMS: OPEN FIRST TIME REPORTED:

De-obligations backlog of accounts receivables and payables concern.

RECEIVABLES:

In FY 02 DRMS, in conjunction with DFAS, changed the way sales proceeds accounts receivable were recorded in the DBMS.  Prior to this year, this revenue was recorded in DBMS using a single accounting document number for each fiscal year.  However, because of the way DFAS-CO processed collections for sales, there were problems with the collections matching up to the proper accounts receivable.  This gave the appearance that DRMS was not collecting on their sales.  The change in procedures now has DRMS recording accounts receivable at the sale contract level, which allows collections to properly match up with original entry to clear the receivable.  This change also provides DRMS an Aged Accounts Receivable Report, from DBMS to assist in more accurately identifying those sales that need debt collection action taken.

PAYABLES:

DRMS is participating in the DLA-wide effort to review, reconcile, and liquidate all open accounts payable older than 90 days.  DRMS has over 16,000 documents that fall within this category, which must be thoroughly reviewed and letters sent out requesting de-obligation authority.






As of September 14, 2002, all accounts payable over 2-years old have been reviewed and over 1,000 letters were sent requesting authority to liquidate unused dollars and $16.5 million has been de-obligated.  We expect to complete the 100 percent review and de-obligations by mid-FY 03.  Procedures are being developed to ensure DRMS financial records are reviewed routinely so that this type of backlog does not occur in the future.
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DRMS OPEN PREVIOUSLY REPORTED: 

The misuse of transportation costs concern, which was initially stated in FY 01, remains as a concern today.  In FY 01, DRMS expended over $14 million for disposal transportation and through August,  $13.9 million.  Based on an audit conducted in FY 01, it has been found that potential risks exists for Transportation Management Offices (TMO) to inadvertently or otherwise, misuse DRMS’ fund cite or to overcharge for transportation of Reutilization, Humanitarian Assistance Program, DEMIL, Foreign Military Sales, Commercial Venture, and Recycling Control Program property.  

The DRMOs use about 160 TMOs worldwide to ship property, which makes it very difficult to properly assess if and to what degree misuse is occurring. Furthermore, the DRMS Automated Information System and TMO systems are not compatible for tracking transportation charges.  There are no overall controls that currently could be implemented to prevent misuse. The paperless-type accounting transactions utilized by DFAS-Columbus do not provide a comprehensive source to obtain transactional data.  The majority of charges to the DRMS account come from summary data compiled by proprietary systems that capture charges at the transaction level.  It would be cost prohibitive for DRMS if DFAS-Columbus referred to detailed transactional data in posting as DFAS accounting fees are based on each line processed.  This type of “manual” processing would also negate the advantages that electronic processing provides.  

The corrective action and controls required for transportation funding are not within our purview, but DRMS will continue to monitor transportation charges and attempt to gain greater oversight regarding this concern.  In response to this issue, DRMS is hiring a Transportation Officer (TO). One of the TO’s primary focuses will be on disposal transportation costs and to discover how to most economically meet the DRMS/DLA mission in relevance to transportation costs.  The DRMS Transportation Officer will report for duty in the first quarter of FY 03.  In addition, DRMS has also created a team located at DRMS HQ to further research this concern and develop an action plan based on findings to alleviate the DRMS transportation costs concern.  
DRMS CLOSED PREVIOUSLY REPORTED:

The DLA Trade Security concerns regarding the former scrap pilot contracts were fully addressed.  They were addressed June 15, 2001, in modifications to the terms and conditions of the contract.  The modifications required the contract to submit an End User Certificate (EUC) for all removals and/or releases of Munitions List Items/Commerce Control List Items (MLI/CCLI) items from Government control.  The scrap pilot contractors were also required to segregate MLI/CCLI salvageable property from "true" scrap.  Subsequently, non-MLI/CCLI property required segregation from MLI/CCLI property.  Additionally, the scrap pilot contractor's resale buyer for MLI/CCLI property was also required to submit an EUC and obtain clearance prior to the removal and/or release of property from the Government control.  The scrap pilot contracts expired June 30, 2002, and September 10, 2002.
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DSCC OPEN FIRST TIME REPORTED:

Defense Contract Awards Reporting System (DCARS) Data Accuracy:  The DSCC Small Business Office reports a concern regarding accuracy of the DCARS.  DCARS does not accurately reflect DSCC’s overall Small Business performance when compared to the actual dollars that are obligated and tracked in our Standard Automated Materiel Management System (SAMMS).  DSCC has discovered that the figures in DCARS are consistently understated when compared with SAMMS.  Corrective Actions/Recommendations:  To avoid the DD 350 (Individual Contracting Action Report) problems disclosed in the recent DSCC internal audit, showing that some DD 350s are not being input into DCARS, a periodic query (daily, weekly) needs to be performed, identifying all the contract actions greater than 25,000 and reconciling the automated records.  A similar action needs to occur with SAMMS and DCARS to make certain that the dollars obligated to Small Business are accurately captured in DCARS. 

DSCC CLOSED: PREVIOUSLY REPORTED

Ensure that appropriate pricing techniques are used to determine that prices are reasonable on first-time buys:  DSCC has taken a three-pronged approach to this objective:  policy revised to reference buyers to pricing guidance which covers unreasonable prices and prices awarded at “other than fair and reasonable”; 2-hour training session and specific tools developed specifically geared toward first-time buys; and finally, the DSCC Pricing Team conducts monthly reviews of first-time buys generated at this Center.  This process allows for statistical samplings, follow-ups, and corrective action recommendations, if necessary.  

DSCR OPEN PREVIOUSLY REPORTED: 

During FY 01, a program management review team conducted a review of first-time buys at the supply centers.  This resulted in a Procurement Information Memorandum needing to be issued to address first-time buys.  The issue was addressed a contracting officers seminars.  FY 02 third quarter review was performed August 2002.  It showed 56.90 percent of acceptable reviews.  Fifty-eight first-time buys were sampled, 25 were either incorrect or not adequately documented and 43.1 percent were not acceptable.

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

a.  MC Weakness tracking system. 

Each field activity and Business Office tracks their own weaknesses and corrective action schedule and reports on such biannually.  HQ DLA is developing a database that will contain data on all reported weakness, corrective actions, and concerns. 

b.  Component IG or Audit Service Findings:  N/A.
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c. Reports of Component Internal Reviews and Inspections:

J-3:

Government Travel Charge Card Program:  The Headquarters (HQ) Internal Review Office performed a follow-up audit of the review of J-3 Government Travel Charge Program during the reporting period.  The objective of the follow-up audit was to review the implementation of recommended actions for closeout of the audit report.  It was determined that J-3 effectively addressed the recommended actions provided in the audit report.  J-3 is able to monitor all transactions through the Electronic Account Government Ledger System.  Actions taken include monthly reports to the J-3 Deputy Director regarding personnel who are late with payments; using their cards when not on travel; and using their cards for unauthorized purchase.  The J-3 Deputy Director is advised of all discrepancies and takes appropriate corrective action.

J-6: 

International Merchants Purchase Authorization Card (IMPAC):  A Headquarters IMPAC audit was conducted (by J-3) in October 2001.  The audit results were discussed at J-6 cardholder and supervisor meetings in December 2001.  A general rules package was provided to each cardholder.  Cardholder files were reviewed to help ensure accurate record keeping.  Cardholder statements are reviewed monthly to ensure purchases are appropriate and made through the proper vendors.  Prospective cardholders and their billing officials must successfully complete acquisition training prior to issuance of a purchase card in accordance with DLA policies and procedures.  The controls in place are adequate to detect and prevent mismanagement.  Plans are underway to decrease the number of cards in J-6.     

Government Travel Charge Card Program:  The travel charge card process is monitored in accordance with published guidance and documentation requirements.  Applications are reviewed prior to submitting to the provider.  Applications are maintained on file as required by the DoD 7000.14-R, Vol. 9, DoD Financial Management Regulation.  The billing reports are monitored for delinquencies and reported to management as appropriate with follow-up with letters to the responsible supervisors.  The program coordinator performs a random review of accounts using the Electronic Account Government Ledger System for potential misuse.  Suspicious charges are investigated and raised to management as appropriate for resolution.  Cardholders are notified of any credit card policy changes.  The controls in place are adequate to detect and prevent mismanagement and misappropriation of funds.

Defense Automatic Addressing System Center (DAASC):  A Review of DAASC purchase cardholders and approving officials was conducted in September 2002.  An instance of improper use of the Government purchase card by DAASC was reported and an audit was requested.  It was found that DAASC maintains very good tracking and follow-up for all purchase transactions and are adhering to purchase card procedures; however, DAASC made purchases that were not allowable for use of appropriate funds.  It was recommended that DAASC take appropriate administrative action which includes maintaining an internal tracking system on how the misappropriated items are distributed and used and submitting to DSCC their current plan to 

prohibit improper use of appropriated funds.  DAASC has submitted an action plan to ensure the
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prevention of any future occurrence of this problem.




        


DDC:

Audit Code and Agency:  DDC 01-04 (October 23, 2001)

Audit of Container Freight Station Workload at Defense Distribution Depot San Joaquin, CA: Audit Summary:  Audit objective was to evaluate the efficiency and effectiveness of internal controls over DDC assumption of Container Freight Station (CFS) workload.  The overall internal controls over DDC’s assumption of CFS workload were found to be adequate.

Audit Code and Agency:  DDC 01-11 (November 6, 2001)

Audit of Credit Card Procedures, Defense Distribution Center:  Audit Summary:  Audit objective was to provide an interim report on evaluation of the internal controls over the DDC Purchase Card Program.  The Agency/Organization Program Coordinator (A/OPC) has provided oversight of the program by conducting on-site audits on a 3-year cycle.  As of August 2002, 18 sites had been audited, 1 was in process, with the remaining 4 scheduled.  The A/OPC has documented common problems in these reviews.

Audit Code and Agency:  DDC 01-08 (November 14, 2001)

Audit of the Military Construction (MILCON) Program at Defense Distribution Center

Audit Summary:  Audit objective was to verify that all MILCON projects were properly obligated and recorded in the Defense Property Accountability System (DPAS).  DDC and DDSP have either corrected their deficiencies or are in the process of doing it.

Audit Code and Agency:  DDC 02-03(a) (January 31, 2002)

Defense Distribution Depot Susquehanna, PA, Customer Return Costs:  Air Force OCONUS Receipts:  Audit Summary:  Audit objective was to determine the cost effectiveness of processing low value receipts through the wholesale supply system.  During FY 02, DDSP processing, accounting, and stowing of OCONUS Air Force customer low value receipts was cost effective.  

Audit Code and Agency:  DDC 02-03(b) (February 14, 2002)

Defense Distribution Depot Susquehanna, PA, Customer Return Costs:  Army OCONUS Receipts:  Audit Summary:  The objective of the audit was to determine the cost effectiveness of processing low value receipts through the wholesale supply system.  During FY 01, DDSP processing, accounting, and stowing of OCONUS Army customer low value receipt were cost effective within the wholesale supply system.

Audit Code and Agency:  DDC 02-03(c) (February 19, 2002)

Defense Distribution Depot Susquehanna, PA,  Customer Return Costs:  Navy Pearl Harbor Receipts:  Audit Summary:  Audit objective was to determine the cost effectiveness of processing low value receipts through the wholesale supply system.  During FY 01, DDSP processing, accounting, and stowing of Navy Pearl Harbor low value receipts were cost effective within the wholesale supply system.
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Audit Code and Agency:  DDC 02-01 (March 1, 2002)

Audit of the Transportation, Shipping, and Billing Practices at Defense Distribution Depot Oklahoma City, OK:  Audit Summary:  The objectives were to determine if:  DoD/DLA and 

DDC carrier selection policies were followed, the rates applied to shipments were correct and in accordance with the correct published tenders, and carriers were paid for transportation services in PowerTrack based upon the correct rates.  Audit recommended that a Management Control 

Objective for transportation management be included in the DDC MC plan.  The fiscal year 2003 MCP contains a MCO for this subject.

Audit Code and Agency:  DDC 02-02 (March 12, 2002)

Audit of Non-appropriated Funds Instrumentalities Consignment Sales at Defense Distribution Depot San Joaquin, CA, (DDJC)

Audit Summary:  Audit objective was to determine if internal controls over consignment ticket sales had been designed and implemented to meet acceptable accounting control standards.  Audit recommended that DDJC personnel use the Receipt Tracker (REC TRAC) (a comprehensive computer software package) training manuals and attend training sessions; use the automated ticket reports available in the REC TRAC system; enter all ticket sales into the REC TRAC computer system; and reduce the types of tickets sold by eliminating slow moving tickets.

Audit Code and Agency:  DDC 02-06 (March 12, 2002)

Army Emergency Relief (AER) Program (Section 0402) at Defense Distribution Depot Susquehanna, PA, (DDSP):  Audit Summary:  Audit objective was to perform the annual audit of the AER Program at DDC.  All 17 requests were for unforeseen emergencies and approved by authorities defined in the AER User’s Manual.  Personnel responsible for the AER Program managed the program in accordance with applicable guidance.

Audit Code and Agency:  DDC 02-03(d) (March 13, 2002)

DDSP Customer Return Costs:  Army Tank and Automotive Command (TACOM) Receipts:  Audit Summary:  Audit objective was to determine the cost effectiveness of processing low value receipts through the wholesale supply system.  During FY 01, DDSP processing, accounting, and stowing of Army TACOM low value and H code receipts were cost effective within the wholesale supply system.

Audit Code and Agency:  DDC 02-03(e) (April 15, 2002)

DDSP Return Costs – OCONUS Military Disposal Receipt Returns:  Audit Summary:  Audit objective was to determine the cost effectiveness of processing low value receipts through the wholesale supply system; specifically to determine from DDSP return receipts workload, costs, and earnings information.  DDSP receipt processing, examining, and recording of OCONUS military disposal H code receipts were cost effective.  
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Audit Code and Agency:  DDC 02-09 (May 24, 2002)

Audit of the IMPAC transactions:

Audit Summary:  Audit objective was to verify if there were valid requirements and supporting documentation for 18 DDC card transactions of 5 DDC cardholders.  All transactions reviewed were considered valid with the one exception of which was referred to the DLA Criminal Investigations Activity.

Audit Code and Agency:  DDC 02-07 (May 28, 2002)

Audit of the Automated Time and Attendance Production System (ATAAPS) at Defense Distribution Depot, Norfolk, VA, (DDNV):  Audit Summary:  Audit objective was to evaluate the timekeeping and cost accounting systems for labor and determine if hours were properly posted to Job Order Numbers (JON).  The audit revealed that the documenting of testing of timekeeping management controls needs improvement.  Control over inputting JONs into ATAAPS as well as not reconciling hours worked by JON to ATAAPS was found in some cases. 

DESC: 

Completed:

	Project No.
	Audit Title
	Report Date

	01-11
	Review of Fleet Card Program
	January 17, 2002

	01-12
	Review of Phone Card Usage
	October 24, 2001

	01-13
	Review of Travel Card Usage
	May 8, 2002

	02-02
	Investigation Report 
	May 31, 2002

	HQ DLA

FU01-02F
	Follow-up Audit of Department of Defense Inspector General (DoDIG) Audit Report on Bulk Fuel Infrastructure Maintenance, Repair, and Environmental project Review Process:  Pacific
	May 22, 2002

	Deloitte and Touche
	Assessment Report for the Year Ended September 30, 2001
	January 31, 2002


Ongoing:

	Project No.
	Audit Title

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

	01-14
	Review of Purchase Card Usage

	02-01
	Follow-up on DESC Europe Property Management, Project No. 00-03

	02-03
	Product Quality Deficiency Report

	02-04
	Review of Travel Orders and Vouchers at DESC Livorno

	Deloitte and Touche                  
	FY 02 Audit Readiness Assessment for Fuels


Defense Logistics Information Service (DLIS): Conducted the following Internal Review relating to the MC Plan Objective:  Manage IMPAC process efficiently and effectively in
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accordance with published guidance and documentation requirements.  Audit Report No. 02-04
Defense National Stockpile Center (DNSC): 

Directorate of Environmental Management and Quality Assurance Management (DNSC-E ) and Directorate of Stockpile Operations (DNSC-O) conducted various on-site reviews of depot operations.  The reviews evaluated major directorate functions:  Storage Operations, Quality

Assurance, Facilities Maintenance, and Environmental Protection.  During these reviews, discrepancies were noted and recommendations formulated for their correction, and a quarterly tracking system ensures implementation.  Depot Management Review Coordinator                                                                         

monitors and critiques the system, examines reports, and maintains the tracking process.

No major discrepancies were noted in the reviews, minor deficiencies were noted and reports were written containing recommendations for corrective actions, which are reviewed by HQ DNSC and then provided to the managers at each facility.  The depot managers respond to the outstanding deficiencies to DNSC-E every 30 days.  External reviews were conducted by various outside entities such as the United States (US) Army Center for Health Promotion and Preventive Medicine , the Ohio EPA, and Parson’s Engineering Sciences.  No major discrepancies were noted; however, deficiencies that were noted were passed onto management for action.

DSCC: 

Completed: 

Review of General Services Administration (GSA) Lease Vehicles at DSCC, No. 08-01

a.  Report Date:  October 3, 2001

b.  Report Objective:  Determine if allegations about difficulties working with GSA exist and if DSCC can lease vehicles from a commercial vendor.

c.  Findings:  Based on FY 00 direct costs, the GSA vehicles were 6.5 percent cheaper to lease then commercial vehicles; however, several assumptions were made in the cost comparison:  number of miles GSA vehicles would be driven; number of years GSA vehicles will be used before turn-in; exact comparison of commercial vehicles to current GSA vehicles; indirect costs assumptions for obtaining fuels, maintenance, and repairs for GSA and commercial vehicles; and possible residual value of commercial vehicles at end of lease. 

d.  Recommendations:  We recommended continuing leasing GSA vehicles, but initiate the following procedures:  begin tracking/documenting indirect costs for the operations of the GSA vehicle fleet; prepare, submit, and evaluate a Request for Quote for leasing vehicles from a commercial vendor; follow-up with a cost comparison after all costs have been accumulated and Request for Quote completed; and attempt using DSCC’s own fuel using the Voyage Credit Card.  Potential Monetary Benefits:  None.

Review of Gasoline Credit Cards at DSCC, No. 63-01

a.  Report Date:  October 3, 2001

b.  Report Objective:  Determine if proper internal controls are in place by DSCC management to assure safe and proper use of credit cards for purchase of fuel and maintenance for vehicles at DSCC.

c.  Findings:  The internal controls for use of the GSA Voyager and Columbia Gas Credit Cards

are sufficient.  There are no DoD Fleet Credit Cards at DSCC.  DLA owned vehicles at DSCC
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are fueled at the DSCC fuel farm and maintenance is obtained on center or commercially.

Potential Monetary Benefits:  None.

Review of DSCC Purchase Card Program Internal Controls, No. 65-01

a.  Report Date:  November 28, 2001

b.  Report Objectives:  Determine if DSCC is in compliance with performing the Internal Control actions as outlined in the DSCC supplement guidance to the DSCC Government-Wide Commercial Purchase Card Program Guide, dated June 2000.  The DSCC Government-

Wide Commercial Purchase Card Program – Purchase Card Guide supplements the DLA Government-Wide Commercial Purchase Card Program Instruction, DLA Instruction 4105.3 and is applicable to DLA personnel participating in the Government-Wide Commercial Purchase Card Program.

c.  Findings:  DSCC-PS is in compliance with performing the required internal control actions.  We found that they are doing a superb job.  The internal control actions are adequate, and there is reasonable assurance that they are effective and efficient.  For FY 01, DSCC-PS expanded their internal control actions and for the first time reviewed the Approving Official files to determine if they were adhering to their responsibilities.  Potential Monetary Benefits:  None.

Hotline 79858-01040 MBE/Anixter, No. 47-01

a.  Report Date:  December 18, 2001

b.  Report Objectives:  Summarize and answer the hotline complaint with allegations that using the GSA schedule for wire, cable, and Direct Vendor Delivery contracting results in higher prices, late deliveries, and inferior quality.

c.  Findings:  Our review concluded that although the unit prices were higher, the overall cost to DoD was lower due to the reduced administrative costs and by eliminating depot storage and handling costs.  The higher cost per foot is reasonable due to the smaller quantities.  Comparing the two contracts is like comparing a retailer and wholesaler.  One sells small quantities and delivers directly to the customer, the other deals in bulk and delivers to the depots.

Potential Monetary Benefits:  None.

Generalized Emulation of Microcircuits (GEM)/Advanced Microcircuit Emulation (AME) Program Audit, No. 50-01

a.  Report Date:  December 18, 2001

b.  Report Objectives:  We were asked by the DSCC Deputy Commander to completely review the GEM and AME  Programs; review the feasibility of the Trikon machines procurement; and evaluate and recommend whether these programs should be continued.

c.  Findings:  The GEM and AME Programs provide an important capability to the DoD to support the readiness of aging military avionics systems.  The GEM and AME Programs should be continued, with consideration given to the program recommendations for improvement:  improve GEM cost avoidance account and reporting; improve GEM marketing and capability awareness; verify the lack of Integrated Circuit (IC) industry interest in producing lot sizes equal to GEM production (lot sizes as small as one part); improve GEM funding and cost allocation; reduce GEM finished part cost; improve GEM finished part availability; improve GEM engineering and fabrication lead times; incorporate learning curve into future GEM and AME 
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contracts; develop AME strategic planning; and hold quarterly and semi-annual briefings to Senior Management (DSCC-DD and DLA J-3) for GEM/AME oversight, program tracking, and reporting.  Potential Monetary Benefits:  None.




     
DSCC Practices and Procedures for Payment of Federal Express (FedEx) Shipments of DSCC Items for Testing, No. 12-02

a.  Report Date:  December 21, 2001

b.  Report Objective:  DLA Office of Council for the Columbus Region (DOCCR) requested that DSCC review the Product Verification Program’s (DSCC-VP) practices and procedures for paying Federal Express shipments of test items to and from laboratories.

c.  Findings:  A purchase card acquired, as the method of payment for Federal Express shipments of DSCC items for testing, could not be used because the cardholder did not control the approval process for the use of the FedEx account.  Since practices and procedures for the use of the purchase card could not be implemented successfully, an unauthorized commitment occurred.  The unauthorized commitment was ratified August 31, 2001, and a purchase order was established which covered all Federal Express charges for FY 01.  The purchase card was cancelled on November 15, 2001.  DSCC implemented the procedure for Federal Express invoices to be covered by a purchase order as the method of payment for FY 02.  Using a purchase order for payment does not resolve an existing problem.  There are inadequate Internal Controls on the prior approval process for the use of the Federal Express Account, and the lack of submission of appropriate supporting documentation needed to reconcile invoices.  A meeting was held and the supervisor agreed to coordinate with DSCC personnel, Quality Assurance Specialist outside of the DSCC Test Labs to establish a vehicle to improve the prior approval process for use of the Federal Express Account by automation and documentation. Potential Monetary Benefits:  None.

DLA Complaint 01112, No. 15-02

a.  Report Date:  January 3, 2002

b.  Report Objectives:  Investigate complaint made by an outside company that the DLA Training Center (DTC) had made a verbal contract agreement to supply Interpreting Services from November 13, 2001, to December 7, 2001. 

c.  Findings:  We found that the DLA complaint regarding a verbal contract agreement with the complainant’s company was not substantiated.

d.  Recommendations:  DTC personnel should ensure, when research is being performed to find available outside sources for needed services, they make it clear in their conversation to vendors contacted that they are only acquiring information.  DTC personnel should end the conversation in a way that the vendors understand that an agreement is not made until approval is received from appropriate authorized agents, and they will receive a written contractual agreement for confirmation.  Potential Monetary Benefits:  None.

Review of Supervisory Checklists for Individual Repair Parts Ordering Data (IRPOD) National Stock Numbers (NSN), No. 35-00

a.  Report Date:  January 10, 2002

b.  Report Objectives:  Determine if DSCC was complying with the policy for IRPOD
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acquisitions and maintaining sufficient documentation on file to ensure DSCC was buying the parts the Navy wanted to purchase.

c.  Findings:  The Commodities and Maritime Application Groups handle IRPOD NSNs at DSCC, with the Commodities Group controlling the bulk of the items.  DSCC associates 

improved at placing the proper documentation in the IRPOD NSN files since the Naval Supply Center (NAVSUP) audit; additional work is needed to comply with the DSCC policy implementing the Memorandum of Agreement with the Navy.  These conditions were caused by the major overhaul of the policy creating a new learning curve some associates not receiving the specialized training, some areas handling few IRPOD acquisitions, personnel turnover, and difficulties as a manual process converted to an electronic process.  The major effect of not complying with the policy is that we cannot be certain we are buying these critical parts in accordance with NAVSUP requirements, possibly leading to part failures in the field or eventual loss of business.  Potential Monetary Benefits:  None.

Qualified Products List (QPL) Process, No. 19-01

a.  Report Date:  January 10, 2002

b.  Report Objective:  Review controls that assure qualified parts are received; identify any weaknesses in the acquisition process; determine if there are awards to dealers/distributors whose manufacturing source is not listed on the Qualified Products List (QPL)/Qualified Manufacturer’s List (QML); determine if non-qualified parts are received; and identify reasons that non-qualified parts are received. 

c.  Findings:  Seventy-eight percent of the hose assemblies sampled was not in full compliance with QPL requirements.  Phase I does not adequately accommodate QPL NSNs.  The Federal Acquisition Regulation (FAR) clause was missing from 50 percent of the contracts reviewed.  DSCC does not validate the tractability requirement of Mil-Spec 19500 for semiconductors.  Eighty-eight percent of the contracts reviewed contained the appropriate tractability clause and 6 percent contained the required tractability documentation.  Some of the Federal Stock Class 4720 NSNs for QPL hose assemblies have an incorrect Acquisition Method Suffix Code (AMSC).

d.  Recommendations:  Develop an action play to prevent the receipt of non-QPL items. Exception all QPL NSNs from Phase I.  Remind buyers that any acquisition for QPL items must contain the FAR clause 52.209-1 in the solicitation and resulting award.  Remind buyers that any quote for QPL items must cite the manufacturer’s Commercial and Government Entity (CAGE) code, and the identified CAGE code must be listed as an approved source on the appropriate QPL.  Develop procedures for the receipt, review, tracking, and follow-up of the tractability documentation requested in the E-25 clause.  Conduct a training session for the Equipment Specialists in L, A, and M on this class of specifications.  Utilize the Technical Council as a resource for guidance on any discrepancies that require clarification.  Finally, develop a plan to review all hose assembly NSNs prior to the next award and make corrections to the AMSC as necessary.  Potential Monetary Benefits:  None.

Travel Credit Cards, No. 67-01

a.  Report Date:  January 17, 2002

b.  Report Objectives:  Determine if the Government travel credit card is being used as intended

and to determine if the policies, procedures, and controls are adequate.
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c.  Findings:  We found no major problems with the travel card.  Travel credit card charges for DSCC for FY 01 through July numbered approximately 12,000 for about $1.4 million.  Delinquencies, while at 3.25 percent of active cards and above the DLA goal of 2.0 percent, were slightly under $3,500.  DSSS found frequent personal use of the card.  DSCC implemented a new procedure of distributing monthly reports to each directorate of the purchases made on the travel cards of their employees.  They started distributing the reports in October 2001. 

d.  Recommendation:  That Internal Review look at travel cards again in approximately 6 months.  Potential Monetary Benefits:  None.

DSCC Phone Card Internal Review, No. 23-02

a.  Report Date:  January 18, 2002

b.  Report Objectives:  DLA requested audits of all types of charge cards such as credit cards, purchase cards, travel cards, and phone cards.  

c.  Findings:  DSCC had one phone card issued by Defense Information Service Agency (DISA) to the DSCC Deputy Commander.  The monthly maintenance charges exceeded the usage charges on this card.  When the Internal Review Audit Manager informed the Deputy Commander of this situation and the requirement for periodic audits and that DSCC was drafting policies and procedures for the card, the Deputy Commander decided that it would be more efficient and effective to cancel the card.  The card was returned to DSCC on January 9, 2002, with instructions to cancel the card and the monthly maintenance agreement with DISA. Potential Monetary Benefits:  None.

Review of Convenience Checks, No. 14-02

a.  Report Date:  January 23, 2002

b.  Report Objectives:  Determine if DSCC policy is being followed, ensure payments were proper, and determine timeliness of the reconciliation process.

c.  Findings:  DSCC policy is being followed.  In addition, we verified the cardholders’ signatures and verified the vendors’ name to the reconciliation statement.  The reconciliation and the processing of the monthly statements were completed in a timely manner.  Potential Monetary Benefits:  None.

Review of Non-appropriated Funds (NAF) Convenience Checks for 4th Quarter FY 01, 

No. 16-02

a.  Report Date:  January 23, 2002

b.  Report Objectives:  Determine if DSCC policy is being following, ensure payments were proper, and determine timeliness of the reconciliation process.

c.  Findings:  The convenience check cardholder is adhering to policy.  The DSCC policy and Standard Operating Procedure of the DDC purchasing card guidance are being followed.  The reconciliation process of the monthly statements for the fourth quarter, FY 01 was performed in a timely manner.  Potential Monetary Benefits:  None.

Conversion of Non-stocked to Stocked NSNs from Casualty Report (CASREP) Requisitions, No. 57-01
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a.  Report Date:  January 25, 2002

b.  Report Objectives:  The review was requested by DSCC-M to determine if non-stocked items are converted to stocked items as the result of receiving heightened management CASREP requisitions.

c.  Findings:  The report indicated that the program and procedure to convert heightened management requisitions to stock are working as intended.  Potential Monetary Benefits:  None.

Review of Delivery Truck Procedures, No. 17-02

a.  Report Date:  January 28, 2002

b.  Report Objectives:  Our objectives were to evaluate the recently implemented delivery truck procedures and identify potential improvements.

c.  Findings:  The audit disclosed that the new procedures designed to control and monitor delivery truck traffic on the installation are not working as intended.  The Police Officers at the gate inspected all delivery vehicles and made a good effort to initiate the DLA Form 1617, Cargo Movement and Seal Record.  However, the use of DLA Form 1617 is a paper intensive process, generating large amounts of paper that must be reviewed and maintained.  It provides a record of deliveries and the appearance of increased security, but is not effective for monitoring a vehicles time on Center.  Service and repair vehicles are not consistently required to complete DLA Form 1617.  Upon entry, some of the Police Officers alerted the Control Center, via radio, identifying the vehicle and its destination.  The designated Point of Contact (POC) at the receiving activity did not contact the Control Center after delivery.  The Dispatcher does not alert the motor patrols regarding delivery truck traffic.  There is a potential weakness in the process when unfamiliar drivers or non-routine delivery vehicles attempt to enter the installation.  Police Officers were not consistently confirming that the delivery was expected with the intended recipient.

d.  Recommendations:  An entry control log would be more efficient than DLA Form 1617 to record deliveries and monitor vehicles’ time on the installation.  All delivery and service/repair vehicles should have the same inspection and control log requirement prior to entry.  Police Officers should contact a POC when unfamiliar drivers on routine deliveries or when non-routine delivery vehicles attempt to enter the installation.  Revise the hours of the Yearling Road Gate to reflect the absence of construction traffic after 1700.  Potential Monetary Benefits:  None.  

Review of Electronic Awards Documentation, No. 23-01

a.  Report Date:  February 27, 2002

b.  Report Objectives:  To verify Electronic Awards files contain proper documentation to support electronic processing of awards.

c.  Findings:  We reviewed 555 awards that represented all of the Directorates.  The Directorates were maintaining the required documentation.  DSCC-K issued clarifying guidance on sending copies of award documentation to the awardee’s organization in the cases where awards were processed by other organizations.  Potential Monetary Benefits:  None.

DSCC Cost Reduction Functional Review, No. 28-02

a.  Report Date:  March 13, 2002

b.  Report Objective:  Identify functions and related resources that could be scaled back at DSCC; review the number of Full-Time Equivalents (FTE) needed to continue scaled-back 
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functions; list the stakeholders in any potentially scaled-back function; and determine the impact (output/metrics) of the potential scaled-back functions.

c.  Findings:  The review indicated that 235 positions could be eliminated between now and 

FY 06.  These reductions would contribute to the Cost Recovery Rate reduction effort.  

Business Systems Modernization (BSM) was a key functional cost driver.  Timing of these

possible reductions is yet to be determined.  DSCC found that organizational realignments may be necessary to accommodate BSM with planned changes and reduced functions.  Potential Monetary Benefits:  None.






Periodic Reinvestigations (PR) for Persons Eligible for Secret Clearances, No. 08-02

a.  Report Date:  March 27, 2002

b.  Report Objective:  To determine if DSCC was complying with the policy for PR.

c.  Findings:  DSCC is in full compliance with DoD 5200.2-R that states for a SECRET clearance, the PR is not required until a person needs access no matter how long it has been since the last investigation.  DSCC Command tasked DSCC and Personnel to establish a 

team to look at all DSCC Position Descriptions and ensure the position sensitivity is correct and standardized to the extent possible across DSCC and DLA.  To keep these positions standard in the future, the function of assigning sensitivity should be centralized with one person or office as the Center’s focal point, not spread across all supervisors.  Once the review is complete and we have the appropriate sensitivity assigned, steps will be initiated to reinvestigate each associate in an Non-critical Sensitive position every 10 years to ensure their continued acceptability to hold their position.  Potential Monetary Benefits:  None.

Non-C, L, A, and M Directorate (Non-CLAM) Business Plan Management and Recognition Process, No. 30-02

a.  Report Date: April 2, 2002

b.  Report Objective: To determine if each Non-CLAM had implemented the business plan management and recognition process via the letter of memorandum and guidelines established by the DSCC Deputy Commander.

c.  Findings:  All non-CLAM organizations need to identify their awards procedures in writing and fully implement the awards policy for the end of FY 02 performance award cycle.  These procedures will document the process of employee recognition linked to individual contributions to organizational or team goals.  Potential Monetary Benefits:  None.

Suggestion “GAO Decision” CAP 0103045, No. 42-01

a.  Report Date:  April 6, 2002

b.  Report Objective:  Review suggestion.

c.  Findings:  The suggestor felt a concise version of pertinent GAO decisions should be placed on the Message of the Day and added to the Acquisition Folder, as well as any such folders in existence for other areas of expertise for future reference.  GAO decisions are currently available on the GAO Web Site.  The decision is available with a “Digest” which gives a brief synopsis of the decision.  This Web Site will be added to the DSCC Home Page, and it will be more accessible to the employees who would need to review GAO decisions.  Potential Monetary Benefits:  None.  
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Information Assurance (IA) Procedures, No. 27-02

a.  Report Date:  May 6, 2002

b.  Report Objective:  Determine if the Automated Data Processing (ADP) security personnel are properly implementing information technology security procedures.

c.  Findings:  The report indicated that Information Technology (IT) security at DSCC has improved significantly since the issuance of the DoDIG report dated March 2000.  All of the vulnerabilities cited in the DoDIG report have been corrected, including the development of a security plan, a security awareness program, and a risk management program at DSCC.  A service level agreement with DISA became effective March 1, 2002.  DSCC has granted accreditation for the DSCC Video-Teleconference (VTC) facility on January 8, 2002, and the DSCC network and SAMMS Uniques on January 31, 2002.  DLA and DSCC have a multilevel system in place to test IT controls.  DSCC selected six common IT security measures to review for overall compliance with policy.  DSCC is compliant in the areas of passwords, virus protection, and security awareness.  DSCC is not fully compliant with the DLA guidance in the areas of firewalls, backups, and internet usage.  Potential Monetary Benefits:  None.

Follow-up Review of Delivery Truck Procedures, No. 40-02

a.  Report Date:  May 17, 2002

b.  Report Objective:  Determine if DSCC Police Officers are in compliance with the delivery truck procedures implemented on March 12, 2002, and to evaluate the effectiveness of the new procedures.

c.  Findings:  The report indicated that the DSCC Police Officers were not in compliance with the new procedures to provide positive control of delivery truck traffic on the installation.  The review disclosed that all delivery and service/repair vehicles entering the Pershing Avenue truck gate were not inspected or recorded on the entry control log prior to entry.  Potential Monetary Benefits:  None.

Timeliness of Product Quality Deficiency Report (PQDR) Investigations, No. 40-01

a.  Report Date:  May 22, 2002

b.  Report Objective:  Determine if the timeframes for investigating PQDR at DSCC has improved from a baseline established during the prior audit.  This was a follow-up of Audit 

12-00.

c.  Findings:  Twenty-four Hour Customer Satisfaction Process – 52 percent of the reports documented contact averaging 10 days for the contact to occur.  Goal is 24 hours.  Screen/Inspect Stock- Average time was 38 days.  Goal is Category (CAT) I 20 days and CAT II 30 days.  Request Exhibit – Average time is 41 days.  Goal is CAT I 5 days and CAT II 10 days.  Final/Interim Reply – Average time was 32 days.  Goal is CAT I 20 days and CAT II 30 days.  A management action plan has been established to accumulate metrics for the time frames of completed PQDRs when Web Based PQDR goes live in June 2003.  These metrics will then be added to the Corporation Performance Review.  Potential Monetary Benefits:  None.

Review of DD 2579s Small Business Set-Aside Record, No. 18-02

a.  Report Date:  May 29, 2002
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b.  Objective:  Determine if DSCC-DU is receiving all the DD 2579’s as required by local policy; if DD 2579s are being coordinated properly by Contracting Officers and DSCC-DU, and placed in the Electronic Contract Folder (ECF); and if there is a method that can be developed for DSCC-DU to ensure that they receive all required DD 2579’s.

c.  Findings:  We found that 43 percent were not being sent and coordinated with DSCC-DU.  This was predominately a compliance problem.  There was also a smaller policy issue where clarification needed, in some cases, for solicitations that were estimated under $10 thousand and awarded over $10 thousand.

d.  Recommendations:  DSCC-DU match their spreadsheet to database of awards over $10 thousand and ask CLAM to explain/research the differences.  We also recommended that DSCC-DU and DSCC-P continues their coordination efforts, and provides yearly training for Small Business Set-Asides and ensures Intern training.  Potential Monetary Benefits:  None.

Critical Item Review -Backorder Position Report (BOPR) and Special Emphasis Sheet (SES) (CIR-BOPR-SES), No. 24-02

a.  Report Date:  May 29, 2002

b.  Objective:  Determine if DSCC Item Managers are reviewing Backorder Data in a timely manner per Integrated Policy Memorandum (IPM) requirements and if data entered by Item Managers in the BOPR (SES Fields) answers our customers’ questions about their backorders when accessed via WebCats.

c.  Findings:  Our review disclosed that 90 percent of the NSNs in the Backorder Position Report are being reviewed as prescribed by IPM No. 01-0004, dated November 1, 2001.  We also found that only 69 percent of the NSNs in the BOPR had relevant information for our customers to determine the status of their backorders.  Potential Monetary Benefits:  None.

Purchase Card Fraud Group Data, No. 49-02

a.  Report Date:  May 29, 2002

b.  Objectives:  HQ DLA, J-3, made an additional request for us to review more purchase transactions reported on the DoDIG IMPAC Card Data Mining Transaction Universe Report.  The two cardholders were not DSCC personnel. 

c.  Findings:  All transactions listed were valid.  The transactions listed conformed to the guidance and procedures for DDC card usage contained in DLAI 4105.3.  There was a cost not authorized for taxes paid for one of the purchase transactions; however, a tax credit was given and no reimbursement is due.  The two cardholders and transactions listed on the DoDIG DDC Mining Transaction Universe Report should not be referred for investigation.

Potential Monetary Benefits:  None.

Follow-up Review of Supervisory Checklists for IRPOD NSNs, No. 32-02

a.  Report Date:  June 8, 2002

b.  Objectives:  DSCC initiated this review to provide the DSCC Deputy Commander

feedback on improvements since our prior review (Audit # 34-00, dated October 18, 2001).

c.  Findings:  The review showed that the two offices handling IRPOD items have improved compliance in the areas of preparing checklists and creating a process for monitoring IRPOD
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acquisitions throughout the post-award phase.  Additional emphasis is needed by both

organizations to ensure each IRPOD acquisition is handled correctly and all relevant documentation is added to the contract files.  Potential Monetary Benefits:  None.

Convenience Checks, No. 41-02

a.  Report Date:  June 11, 2002

b.  Objectives:  Determine if DSCC policy is being followed; ensure payments were proper; and determine timeliness of the reconciliation process.

c.  Findings:  DSCC policy is being followed.  The cardholders’ signatures and verified the vendors’ name to the reconciliation statement were verified.  The reconciliation and the processing of the monthly statements were completed in a timely manner.  All purchases were allowable and within the established single purchase limit. 
Potential Monetary Benefits:  None.

NAF Convenience Checks for First and Second Quarters, FY 02,
No. 42-02

a.  Report Date:  June 11, 2002

b.  Objectives:  Determine if DSCC policy is being followed; ensure payments were proper; and determine timeliness of the reconciliation process.

c.  Findings:  The convenience check cardholder is adhering to policy.  The DSCC policy and Standard Operating procedure of the IMPAC purchasing card guidance were being followed.  The reconciliation process of the monthly statements for the first and second quarters FY 02 was performed in a timely manner.  DSCC verified the requests made from the cardholders, and reviewed their signatures.  DSCC verified that the checks issued to the vendors cleared the bank and were reconciled with the Check Register maintained by the check holder.  Potential Monetary Benefits:  None.

ESOC Quality Reviews, No. 22-02

a.  Report Date:  July 8, 2002

b.  Objectives:  Validate the quality review of Supply Assistance Requests (SAR) sampling being completed by Emergency Supply Operations Center (ESOC) managers to ensure that they met the 90 percent confidence level and that Heightened Management timeliness was being looked at by the managers.

c.  Findings:  DSCC implemented a policy of reviewing SAR response to ensure quality responses to the customers and Heightened Management reviews were performed ensuring these results were reported in the Corporate Performance Review.  Each ESOC Working Group samples approximately 10 percent of their monthly SARs.  The sampling size is generally in compliance with the guidance provided in a supplemental email.  Since most do not maintain documentation of the actual items sampled, we were not able to validate their results.  The current IPM does not specify sampling methods or require retention of the documentation for sampled items.

d.  Recommendations:  Guidance be established for sampling techniques, when the review should be performed, and how long the documentation should be retained.  Also recommended that there be some type of review conducted on the Heightened Management requirements. Potential Monetary Benefits:  None.







        A-24

Fleet Automotive Support Initiative (FASI) NSN on Other Long-term Contracts (LTC) at DSCC, No. 26-02

a.  Report Date:  July 18, 2002

b.  Objectives:  Determine the number of NSNs on the FASI contract that are awarded on other LTC at DSCC.  In addition, DSCC compared the price and delivery times of the NSNs.

c.  Findings:  Of the 1,700 NSNs assigned on the FASI contract, there were 537 NSNs on other LTCs at DSCC.  A sample of 50 of these matching NSNs was reviewed to determine the price and contract delivery time differences.  The 50 FASI NSNs had an average price increase of 58percent over the LTC price and an average contract delivery time improvement of 28 days from the LTC.  DSCC also compared the estimated annual quantities on both FASI and LTC; the LTCs had higher quantities.

d.  Recommendations:  DSCC review all NSNs on the FASI contract to determine price reasonableness and acceptable delivery time, as well as any new NSNs added to the contract.  In addition, conduct a recurring analysis (quarterly) to ensure the FASI contractor is delivering on time compared to the LTC.  Potential Monetary Benefits:  None.

Standard Automated Materiel Management Systems Automated Small Purchase System (SASPS) Small Purchase Pricing (Material Weakness), No. 36-02

a.  Report Date:  July 18, 2002

b.  Objectives:  Determine if the Procurement Automated Contract Evaluation (PACE) Program has adequate competition and if contracts awarded for small purchases through PACE are awarded at fair and reasonable prices.  The audit was required by J-3 in response to DoDIG audit findings of SASPS Phase I in DSCP.  The DoDIG concluded that in SASPS Phase I there was a lack of vendor competition, and prices paid were not fair and reasonable.

c.  Findings:  DSCC determined that PACE does not contain the deficiencies as noted in the DoDIG audit.  The audit concluded that there is vendor competition in PACE, and prices paid through PACE are fair and reasonable.  Potential Monetary Benefits:  None.

DPACS Chronology Sheet Follow Up, No. 20-02

a.  Report Date:  July 22, 2002

b.  Objectives: Determine current frequency of use of the DPACS chronology sheet by buyers in DSCC-M; and usefulness of chronology sheet entries made by the buyers in DSCC.

c.  Findings:  Initial frequency-of-use results appeared to be low.  Further investigation indicated that, in some instances, buyers had not printed the chronology sheet at time of award, thus the chronology sheet was not scanned into the Electronic Contract File (ECF).  Additionally, DSCC determined that a DPACS programming problem could have resulted in lost data after chronology sheet entries had been made.  DSCC released a programming fix on June 24, 2002.  Due to the problems just noted, DSCC was not able to determine the actual chronology sheet usage rate.  The chronology sheet entries found were useful.  Potential Monetary Benefits:  None.
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Fire Protection Inspections, No. 55-02

a.  Report Date:  July 30, 2002

b.  Objectives:  Determine if DSCC is accomplishing its fire prevention mission with its current staff.

c.  Findings:  DSCC is accomplishing its fire prevention mission.  It does this with one full-time fire inspector, two shifts of fire fighters, and contractors with supplemental work by safety monitors.  The fire fighting crews use the inspections as a training tool and at least half of each shift is certified as inspectors.  Potential Monetary Benefits:  None.

Address Match, No. 39-02

a.  Report Date:  August 26, 2002

b.  Objectives:  Determine if DSCC employees or contractors have the same address as our vendors.

c.  Findings:  DSCC found nine employees with the same address as vendors.  We have made SAMMS purchases with one of the vendors and Base Operating Supply System (BOSS) purchases with one of the vendors.  The BOSS purchases were for Volleyball Officials.  The other vendors have CAGE codes, but no purchases have been made from them to date per Haystack.  Having the CAGE code creates a potential conflict of interest.  We met with the DSCC Office of Counsel and the DLA Criminal Investigation Agency regarding the nine employees for further research, and they will initiate an investigation to determine the ethical or more serious implications in the matches.  Potential Monetary Benefits:  None.

U.S. Equal Employment Opportunity Council (EEOC) 1995 Follow-up, No. 48-02

a.  Report Date:  August 26, 2002

b.  Objectives:  Review prior U.S. EEOC Report, dated May 22, 1996, to ensure that all recommendations had been completed or implemented; and to review the U.S. EEOC Chicago District Office “Request for Information Questionnaire, from DLA, Defense Supply Center, Columbus, Ohio,” fax dated May 6, 2002, to ensure that DSCC was prepared to provide all of the data, information, statistics, forms, and charts as requested.

c.  Findings:  We built a database that ensured that all the EEOC recommendations from 1995 were addressed and that answers for the 2002 EEOC questions were provided.  We had four recommendations:

(1)  A determination should be made as to which workforce figures to report; i.e., DSCC only or total workforce serviced, including tenants.  Current reporting is inconsistent.  (2)  The number and types of records kept, methods used to regularly accumulate and update data, statistical analysis performed, and reports issued should be reviewed.  Emphasis should be placed on ensuring that data is readily available for scheduled and on-demand reports, as well as data consistency between or among reports.  (3)  The definition of what type(s) of associate contact(s) with Equal Opportunity Office (EEO) counselors result in a “pre-complaint” should be coordinated with the EEOC, HQ DLA, and DOCCR, as necessary.  The approved definition should be consistently used by all DSCC-DK associates and reflected in appropriate records and reports.  (4) DSCC-DK should coordinate with the applicable HQ DLA office(s) to ensure that data reported, definitions, and DSCC EEO policies, procedures and record keeping is consistent.  
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(5) Where applicable, necessary deviations from HQ DLA policies, procedures, and record keeping should be reported through DSCC-D-/DD/-DC for resolution.  Potential Monetary Benefits:  None.

DD Form 350 Process, No. 37-02


a.  Report Date:  September 3, 2002

b.  Objectives:  The objective was to determine if all required DD Form 350s were in Defense Contract Awards Reporting System (DCARS) for the second quarter FY 02.

c.  Findings:  The review disclosed that 621, or 18 percent of the awards, had no DD Form 350 in DCARS.  A DD Form 350 was found in the ECF for 188 of the 621 awards (30 percent), indicating the possibility of a distribution problem with the DD 350 process.  An additional 159 awards that had no DD 350 in DCARS were identified as Paperless Ordering Placement System (POPS) and Electronic Programmed Procurement Information (EPPI) awards.  There is no automated DD 350 generation feature or any established manual process for initiating a DD 350 for POPS and EPPI awards.  A DD 350 is electronically generated for all PACE awards and is then printed out in DSCC-PBA for input into DCARS.  A computer malfunction resulted in most of the 533 DD 350s for the second quarter PACE awards not printing in DSCC-PBA.  Research found that the DD 350s were created but were not printed in DSCC-PBA.  The cause was not determined; however, all but 71 of the second quarter DD 350s for PACE awards have been received by DSCC-PBA.  Potential Monetary Benefits:  None.

Valley National Gas Reconciliation of Invoices and Returns, No. 56-02

a.  Report Date:  September 13, 2002

b.  Objectives:  To determine if the claim for $6,980.78 from Valley National

Gas was valid.

c.  Findings:  The claim from Valley National Gas was not correct.  Although the data indicated that DSCC had not returned 44 cylinders belonging to Valley National Gas valued at $5,891.32, it also indicated that Valley National Gas picked up an additional 35 cylinders that they did not own valued at $9,887.15.  The net difference, adjusted for a partial month’s rental, was $3,474.07.  We recommended that DSCC Legal Office and the Contracting Officer take appropriate administrative or legal action to resolve this dispute.  Potential Monetary Benefits:  $3,474.07.
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IN PROGRESS 

Audit No.
Title


45-01
Exact Product Clause


54-01
ECF (Electronic Contract Folder)


29-02
FASI Business Case Study


35-02
Travel Card – Tenant – DLA Systems Integration Office (DSIO) (Columbus)


38-02
Price Increases


43-02
DSCC Purchase Card Review

44-02
Change of Fund Manager – Installation Morale Welfare & Recreation Fund (IMWRF)


45-02
Change of Fund Manager – Post Restaurant


46-02
Change of Fund Manager – Civilian Welfare Fund (CWF)


47-02
Change of Fund Manager – Lodging


51-02
Change of Fund Manager – NAF Credit Card Purchases


52-02
Second Follow-up IRPOD


53-02
Free Issues from Stock Fund


54-02
Permanent Change of Station (PCS) Authorization


57-02
DSCC-PS’s Request for Audit of Purchase Cardholders


58-02
NAF Fixed Asset Inventory

63-02   DAASC Purchase Card Program

   
63-02   Convenience Checks – Appropriated Funds, Third Quarter

    
64-02   Hotline #02090

DSCR:  In the Corporate Protection Office, DLA Vulnerability Assessment and Internal Physical Security Reviews have been conducted.  As part of the Physical Security Plan update, complete annual review of the asset list is performed.  All findings have been considered in the preparation of this statement.     

Blanket Purchase Agreement (BPA):  Maintenance Depot Mechanicsburg: (1) In November 2001, DSCR conducted an inspection of the BPA registers for contracts maintained by DSCR.  The inspection was conducted to ensure BPA contracts were, and still are, executed in compliance with the Federal Acquisition Regulation; (2) In May 2002, DSCR conducted an inventory and review of our accountable property; and (3) In May 2002, DSCR, at the request of DLA HQs Internal Review Office, conducted a follow-up review of DDC transactions-audit #D0215.  The findings/recommendations of all reviews were considered in the preparation of this statement.

IMPAC:  All DSCR directorates/major offices:  In January 2001, DSCR conducted audit #C0106 entitled, "IMPAC Purchases and Follow-up Review on Audit #R9908."  The findings/recommendations have been considered in the preparation of this statement.  








A-28

Internal Audits Completed in FY 02:

Audit #

Title






Completed
      S0101

Quality of Life Budgeting and Budget Execution
June  2002

     S0210

NAF Contracting Inspection Checklist

May 2002

     D0215

Follow-up Review of DDC Transactions Identified



            by DoDIG as Possible Fraud



September  2002

     S0216         
DSCR Women’s Club Financial Statements

September 2002

Other Services Completed in FY 02:

Audit #

Title






Completed



O0201H
Review of Relocation/Sponsorship Program Activities
November 2001

O0202C
Follow-up to DLA Program Management Review (PMR)

 Special Report Issue:  “Pricing of First-Time Buys”

November 2001

O0203S
Validation of Child Care Evaluation Team Inspection
March 2002

02O0204O
Physical Verification Report




April 2002

d. IG, DoD Reports and Reviews

J-3:  There were five DoDIG reports closed during this reporting period.  No material weaknesses or concerns were identified.   

Supply Inventory Management of Terminal Items at DLA

DoDIG Project No: D2001LD-0128 XE "2001LD-0128"  (Date of Final March 13, 2002) XE "2001LD-0128" 
Report No: (D2002-060) OPI: J-33, Brain Schutsky, DSN 427-2657

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

Objective:  The audit objective is to evaluate the DLA management of terminal that is not authorized for procurement.  J-3 will also evaluate the management it relates to the audit objectives. 

Research on Supply Chain Integration Management -- Medical Prime Vendor

DoDIG Project No:  D2001LD-0092 XE "2001LD -0092"  (Date of Draft March 1, 2002) (March 23, 2002)

OPI: J-3821 Mike Markovich, DSN 427-1674

J-308 Annell Williams, DSN 427-6274

Objective:  To Determine whether management controls are adequate to prevent overpricing and under pricing of medical items. 
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Bulk Fuel Infrastructure Military Construction Project Review Process:  Air Force

DoD Project No: D1999CG-0088.007 XE "1999CG-0088.007"  (April 3, 2002)

OPI: J-3023 Nancy Kulig, DSN 427-2501

        DESC- John Russell, DSN 427-8383

        J-308- Annell Williams, DSN 427-6274

Objective:  To evaluate MR+E and MILCON project requirements at Eglin Air Force Base, Florida, and McChord Air Force Base, Washington.

Quality Deficiency Reporting Procedures for Naval Repair Parts

DoDIG Project No: D2001CF-0090.00 (Date of Draft February 2, 2001) (Final April 5, 2002) XE "2001CF-0090.00" 


OPI: J-33, Larry Clark, DSN 427-2630

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

Objective:  Determine weather the Navy and Marine Corps are effectively reporting and tacking deficient repair parts within their commands. 

Research on Weapon System Maintenance Issues for Future Audits

DoDIG Project No. D2001LH-0152 XE "2001LH-0152"    Closed – no report - research only

OPI: J-34, Russ Seyfried, DSN 427-7521

        J-308 POC: Sharon Nelson, DSN 427-6267

Objective:  Gather data, make inquiries, and research the management and operations of key weapon systems maintenance issues and related logistics support for the purpose of identifying and developing related future audits.

DESC: Completed Audits

Evaluation of the DoD and Military Overseas – Pacific Environmental Program

DoDIG Project No:  D1999CB-0002.003

OPI:  DSS, Karen Moran, DSN 427-6237

         DESC:  Paul Rogers, DSN 427-8318

         J-308:  Peggy Hayes, DSN 427-6262

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

Draft Report July 25, 2001, Final December 28, 2001, D-2002-028

No findings and recommendations for DESC.
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Bulk Fuel-Related Maintenance, Repair, Environmental, and Military Construction Requirements - Air Force

DoDIG Project No:  D1999CG-0088.007 

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

         J-3, Tom Barba, DSN 427-3534

         DESC:  Frank Lee, DSN 427-8291

         John Russell, DSN 427-8323

         J-308:  Annell Williams, DSN 427-6274

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

Draft Report January 7, 2002.  Final Report April 3, 2002, D2002-077.

One finding and one recommendation for DESC (insignificant).

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

DoDIG Project No:  D1999CG-0088.008 

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

         J-3, Tom Barba, DSN 427-3534

         DESC:  Frank Lee, DSN 427-8291

         John Russell, DSN 427-8323

         J-308:  Annell Williams, DSN 427-6274

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

Final Report August 9, 2002, D-2002-137.

No findings for DESC.

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

DoDIG Project No:  D2001FJ-0175

OPI:  J-8 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.

Terminated, no report issued.

Research on Transportation and Fuels Management Issues Future Audits

DoDIG Project No:  D2002LH-0037

OPI:  J-333 David Gibson, DSN 427-3640

OCI:  Nancy Kulig, J-3823, DSN 427-6274

          DESC:  Bob Short, DSN 427-9303

          J-308:  Annell Williams, DSN 427-6274

Objective:  To identify and develop fuel and transportation related issues for future audits.

Terminated, no report issued.
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Cost Recovery Audit

DoDIG Information Request No:  IRF02-01

DESC:  Kathryn Fantasia, DSN 427-8466

Objective:  To obtain information on Cost Recovery Audit previously performed at DESC.

Information only.

DESC Ongoing Audits

DoD Alternative Fuel Vehicles

DoDIG Project No:  D2001CK-0132

OPI:  DSS-I, Jim Twining, DSN: 427-3516,

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

DESC:  Frank Boyle, DSN: 427-9356

J-308:  Peggy Hayes, DSN 427-6262

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," December, 13 1996.

Draft Report May 17, 2002.

Controls Over the DoD Aviation Contract Fuel Program

DoDIG Project No:  D2002LG-0006

OPI:  J-3 Nancy Kulig, DSN 427-2501

         DESC:  Deborah Van Kleef, DSN 427-8501

         J-308:  Peggy Hayes, DSN 427-6262

Objective:  Evaluate the use of the Aviation Into-Plane reimbursement card and the controls over the processing of reimbursement card payments.

Draft Report June 28, 2002

Management of DoD Freight Shipment Deliveries and Payments

DoDIG Project No:  D2002LH-0126

OPI:  J-85, Carl Kerby, DSN 427-7474

         DESC:  Barbara Thompson, DSN 427-8396

         J-308:  Sharon Nelson, DSN 427-6267

Objective:  Determine effectiveness of procedures and controls over DoD Freight shipments paid through PowerTrack.

Joint Audit of Selected DoD Purchase Card Transactions

DoDIG Project No:  D2002CM-0117

OPI:  J-308, Gloria Irvin, DSN 437-6271

         DESC:  Ann Sielaty, DSN 427-7311

         J-308:  Sharon Nelson, DSN 427-6267

Objective:  Determine whether selected purchases identified through data mining techniques are appropriate.
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Petroleum War Reserve Stock

DoDIG Project No:  D2002LG-0179

OPI:  DESC-DI Emilia Snider, DSN 427-9671

         DESC-FIP Maj. John Greco, DSN 427-9378

         J-308:  Sharon Nelson, DSN 427-6267

Objective:  To evaluate whether the management and processes used to procure, store, and account for petroleum war reserve stock meet DoD requirements.

DAASC:  An “Audit of the Implementation of the Government Information Security Reform was performed at DAASC by the DoDIG in April 2002.  The findings and open tasks identified have suspense dates for mitigation and resolution.  As tasks are completed, the method used to resolve the discrepancy is recorded in the Comprehensive Information Assurance Knowledge.  If DLA concurs with the method used to resolve the discrepancy, it will be indicated as green on the Report Card and is taken off the task list.  DAASC has a phased Information Assurance (IA) plan to mitigate all unresolved issues and waiver requests for areas that do not meet the security requirement.  Due to the increase in IA requirements documents additional turnaround time in the DLA mitigation process would allow DAASC to handle the increasing level of IA issues.

DESC Military Audit Agencies: 

Navy Fleet Fuel Purchase Card Program

Naval Audit Service Project No:  N2001-NIA000.0169

DESC:  Deborah Van Kleef, DSN 427-8501

Objective:  To determine if internal controls over the Fuel Purchase Cards are sufficient to identify fraud, waste, and misuse.

Ground Fuels Tax Refunds, Oklahoma City Air Logistics Center

Air Force Audit Agency Project No:  01DT0097

DESC:  George Willis, DSN 945-5944

Objective:  To obtain information from San Antonio on tax refunds.

Ground Fuels Tax Refunds, McChord Air Force Base

Air Force Audit Agency Request

DESC:  Beth Coffel, DSN 427-9425

Objective:  To request assistance in filing for tax refunds.

Navy’s Reverse Auctioning Process

Naval Audit Service Project No:  N2002-NIA000-0105.000

DESC:  Pamela Griffith, DSN 427-8153

Objective:  To obtain information on DESC reverse auctioning.







   A-33

DESC Others

Nevada State Tax Refund

State of Nevada Department of Motor Vehicles (DMV) Project No:  MC-45 Audit

DESC:  Beth Coffel, DSN 427-9425

Objective:  To review documentation to support the request for tax refund from the state of Nevada.

Completed, no adjustment.

DSCC: 

Audit Began:  May 2, 2000

Project #:  D2000LD-0116
Type:  DoDIG

Audit of the Buying Program of the Standard Automated Small Purchases System

Audit Objectives:  To evaluate the buying program of the standard automated small purchases system.  Specifically to determine whether the buying program has adequate controls for ensuring the contracts awarded for small purchases are fair and reasonable.

Audit Began:  December 15, 2000
Project #:  D2000FJ-0268
Type: DoDIG

Controls Over the Transition from the Mechanization of Contract Administration Services (MOCAS) System to the Defense Procurement Payment System (DPPS).

Audit Objectives:  To evaluate actions to close out completed contracts and transition from the MOCAS to the DPPS.

Audit Began:
February 6, 2001
Project #:  D2001LD-0076
Type:  DoDIG

Audit of DoD Stockage of Aviation Repair Parts

Audit Objectives:  To evaluate the effectiveness of the DoD initiative to improve supply support to aviation weapon systems by increasing the stockage levels of consumable repair parts.

Audit Began:  March 12, 2001
Project #:  D2001PT-0023
Type:  DoDIG

Evaluation of the Defense Supply Center’s Quality Assurance Programs

Audit Objectives:  To evaluate the Quality Assurance Programs.  To evaluate the effectiveness of the Qualified Products List and Qualified Manufacturers List Programs at the Richmond and Columbus Defense Supply Centers in expediting the purchase of quality commodities and reducing Government oversight.

Audit Began:
September 11, 2001
Project #:  D2001-LD-0128

Type:  DoDIG

Audit of DLA Management of Terminal Items

Audit Objectives:  To evaluate the DLA management of terminal items that are not authorized for procurement.

Audit Began:
 February 11, 2002
Project #:  D2001-0218.002

Type:  DoDIG

Review of DLA Management of NSNs Supporting Air Force Weapon Systems

Audit Objectives:  To determine if DLA is deleting NSNs from the supply system that support active Air Force Weapon Systems.
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Audit Began:
February 11, 2002
Project #:  D2002CH-0029

Type:  DoDIG

Audit of Sole-Source Commercial and Noncommercial Spare Parts Procured from AAR Corporation.

Audit Objectives:  To determine whether DoD is paying fair and reasonable prices for sole-source commercial and non-commercial spare parts procured from AAR Corporation.  Auditor will also review the MCP as it relates to the overall audit.

Audit Began:
March 6, 2002 
Project #:  D2001CK-0144

Type:  DoDIG

Audit of Material Distribution Services Contract at the Defense Distribution Depot, Warner Robins, GA, (DDWG).

Audit Objectives:  To evaluate the contract administration of the warehousing and material distribution services contract at the DDWG.

DSCR: 

Project Number

 Audit Title







Deloitte and Touche 
G & I FY 01 Chief Financial Officer (CFO) Audit Support Visit to DSCR Computing Center

Deloitte and Touche

G & I FY 01 Financial Statement Audit 

D2002CH-0029                      Audit of Sole-Source Commercial and Noncommercial Spare Parts

D2001LD-0128.002
DLA Management of Terminal Items-Deletion of Air Force Weapons System NSNs

D2001CK-0193
DoD Contractor Compliance with Subcontracting Requirements for Historically Underutilized Business Zones

D2001CF-0100
Audit of the F/A-18E/F Integrated Readiness Support Teaming (First) Program

D2002CH-0095
Audit of the DoD Source Approval Process for Service and Sales                               Incorporated

D2002CH-0030.000
DRMS’s Commercial Venture Contracts for Privatization of the    DoD Surplus Sales Program

e.  MC Training 

The DLA MCP Manager held a 2-day course for all new program mangers.  The DLA program manager, the DDC Financial Policy Team Leader, and DSCC MC Program Manager conducted this training at Headquarters DLA in June, 2002.  The DLA MC Program Manager is considering ways to make this training available DLA-wide via a variety of methods (e.g. videotape, train-the-trainer, team teaching, etc.) especially for those who did not attend the DLA-wide MCP Training conducted by U.S. Department of Agriculture (USDA) in FY 01.   

There was also a workshop held via VTC to provide the latest DoD and DLA guidance to all MCP Managers.
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A highlight with this year’s MCP was the training provided to DDC managers by the DDC MC Program Manager and a guest instructor in February 2002.  This training was well received by all attendees. 




All field-level office MCP Managers provided assistance and individualized instruction throughout the year as needed by new managers, control objective managers, and MCP Coordinators.  

f.  MC Performance Standards

In a memorandum to all DLA components, subject:  Performance Standards and (Internal) Management Control, dated October 2, 1998, DLA directed all activities to include MCs as a performance standard in each manager’s performance plan.  The DLA MCP performance standards are in compliance with the GAO Internal Control Management and Evaluation Tool.

g.  GAO Reports and Reviews

J-3:  No material weaknesses or concerns were identified as a result of these reviews.

COMPLETED PROJECTS

DLA Logistics Operations (J-3)

Military Services Spare Parts Purchase from DLA

GAO Code: 350099 (Date March 2, 2002)  XE "350099" OPI: J-38, Jeff Stagnitti, DSN 427-1546

J-308 POC: Sharon Nelson, DSN 427-6267

Objective:  Our objective will be to obtain turned information on the types and quantities of spare parts each of the Military Services. 

DoD’s Use of Priced-based Acquisition on Major Source Procurements

GAO Code 120040 (Date of Final April 22, 2002)  XE "120040" GAO Report No: 02-502

OPI: J-3, Jim Cotton, DSN 427-1364

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

Objective:  To obtain information on (1) the extent that contracting officers are using priced-based acquisition, (2) the tools that contracting officers are using to ensure fair and reasonable prices when making awards, and (3) the best practices that can be derived from the use of this contracting approach.

Shaping the Civilian Acquisition Workforce

GAO Code: 120112 XE "120112"  (Final April 30, 2002) OPI: J-337, Bob Morrison, DSN 427-3778

J-308 POC: Sharon Nelson, DSN 427-6267

Objective:  Examine lessons learned that could be applied to civilian agencies' efforts for acquisition workforce planning.

Price Increases for Depot Level Reparable Weapon System Part Managed by the Department of the Navy 

GAO Project No. 350078 XE "350078"   (Final May 31, 2002)
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OPI:  J-38, Jeff Stagnitti DSN: 427-1546

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

Objective:  To review price increases for depot level reparable weapon systems parts managed by the Department of the Navy.

DLA Information Operations (J-6): 

GAO-02-9 - Inconsistent Software Acquisition Processes at DLA Increase Project Risks, January 10, 2002.  DLA generally concurred with the recommendations.  DLA believes that the acquisition programs currently active have strategies that mitigate overall risk.  Both Fuels Automated System (FAS) and Business Systems Modernization (BSM) are incremental and supportive of a stable acquisition process.  GAO completed a Software Acquisition (SA) Capability Maturity Model audit of the BSM Program in July 2001.  The recommendations have been addressed as follows with a formal response provided September 23, 2002, to GAO:  (1) The Agency is developing a standard process for software solicitation and has issued additional policy guidance since the audit.  (2) The programs have implemented a requirements traceability matrix to effectively manage system requirements and ensure they are implemented.  Further preliminary design reviews and critical design reviews have been formally integrated into the program schedule. (3) The BSM Office has implemented a Change Control Board process to evaluate and approve system and contractual change requests.

GAO-02-314 - Information Technology (IT).  DLA Needs to Strengthen its Investment Management Capabilities, March 15, 2002.  GAO conducted a review on our IT Investment and Portfolio Management Processes and has subsequently requested an update of our actions to implement their recommendations.  An IT Investment Management implementation plan was developed and is being implemented to resolve the deficiencies identified by the GAO.  All deficiencies for the Stage 2 critical processes will be resolved by October 2002.  Stage 3 critical processes will be implemented by September 2003.

GAO-02-329 - Desktop Outsourcing Positive Results Reported But Analysis Could Be Strengthened, March 29, 2002.  J-6 is in the process of developing an Agency-wide desktop procurement and maintenance program.  The objectives of this program are to centralize both the acquisition and seat management functions associated with desktop computing platforms.  The management oversight of seat cost and cost analysis recommendations have been implemented.  New requirements include completion of a Business Case Analysis that reflects total cost of ownership

DESC: 

Information Technology:  Inconsistent Software Acquisition Processes at the DLA Increase Project Risks

GAO Code: 310209

OPI:  J-6, Pat McCarthy, DSN 427-2131

         DESC:  Larry Bell, DSN 427-8632

         J-308:  Peggy Hayes, DSN 427-6262
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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 on-going to improve these process.

Final Report January 22, 2002, GAO-02-9

One finding for DESC but no recommendation. 

Defense Logistics:  Better Fuel Pricing Practices Will Improve Budget Accuracy

GAO Code:  350045

OPI:  Jeff Stagnitti, J-38, DSN 427-1546

         DESC:  Bill Doak, DSN 427-9456

         J-308:  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.

Draft Report May 10, 2002, Final Report June 21, 2002, GAO-02-582

One finding and one recommendation for DESC (insignificant).

DoD's Purchase Card Contracts

GAO Code:  192024

OPI: William Latimer, J-336, DSN 427-3154

         DESC:  Ann Sielaty, DSN 427-7311

         J-308:  Annell Williams DSN: 427-6274

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

Final Report June 27, 2002, GAO-02-732

No findings for DESC.

Additional Aspects of En Route Operations and Potential Changes Being Discussed

GAO Code:  350085

OPI:  J-3 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.

Terminated, no report issued.

FY 03 Operations and Maintenance (O and M) Bulk Fuel

GAO Code:  350144

OPI:  J-8, Pam Spillman DSN 427-7254

         DG Rix Edwards DSN 427-6076

         DESC:  Jean Lynch, DSN 427-9486
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        J-308 POC:  Peggy Hayes DSN 427-6263

Objective:  To review estimated funds requested and related assumption for selected areas of their FY 03 operations and maintenance budgets.

Contractor Support for Deployed U.S. Forces

GAO Code:  350239

OPI:  J-34, LTCOL D.W. Ray, DSN 427-0164

         DESC:  Emilia Snider, DSN 427-9671

         J-308:  Annell Williams, DSN 427-6274

Objective:  (1) What capabilities are contractors providing to fulfill the requirements of deployed U.S. Forces?  (2) What factors lead DoD to employ contractors to support the requirements of deployed U.S. Forces and what are the implications or military training?  (3) How would DoD continue to support deployed operations should contractor services become unavailable?  (4) How does DoD provide contract oversight, including ensuring that contracts for operational support services are efficient and cost effective?

DoD’s Use of Leading Commercial Practices for IT Services Outsourcing

GAO Code:  310239

OPI:  J-651, Clarence McNeill, DSN 427-2181

         DESC:  Ann McEwen, DSN 427-9627

Objective:  To assess to what extent selected DoD IT services outsourcing projects employ leading commercial practices.

DSCC: 

Audit Began:
July 18, 2000

Project #: 709476

Type:  GAO

Review of DLA Material Management

Audit Objectives:  To determine the extent to which DLA’s Organization, concept of organization, and infrastructure can be expected to fully realize the benefits of business process improvements in today’s operating environment.

DSCR: 

Project Number

Audit Title



350069


Review of DoD’s Logistics War Planning Requirements

310124


Review of DLA’s Information Security Program

350044


Review of DLA’s Operations

350244


Review of Purchase, Use, and Disposal of Engine Lubricating Oil

350223


Foreign Military Sales Program for Spare Parts

350251


Review of DLA Initiatives to Overcome Spare Part Shortages

Other External Reports and Reviews:

A-2002-AMW-0674.000    
Review of DLA Initiatives to Overcome Spare Part Shortages
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h.  Review of OSD Functional Proponent Proposals (e.g. systemic weaknesses)

Tab A provides a detailed list of systemic weaknesses addressed in this ASA.  All systemic weaknesses fell under the category Inadequate DoD Financial Management Systems and Processes Office Under Secretary of Defense (Comptroller) (OUSD (C)):

J-3:  OPEN NEW WEAKNESS:

Valuation of Inventories in the Defense Agency Standard Automated Materiel Management System

J-8:  UNCORRECTED MATERIAL WEAKNESSES

Navy and DLA Retail Inventory System Interfaces

Unsupported Trial Balance Adjustments





Inaccurate Reporting of Plant, Property, and Equipment (PP&E) Accounts on Financial Statements

Automated Systems Used to Prepare Defense Working Capital Fund (DWCF) Financial Statements

Internal Controls and Compliance with Laws and Regulations for the DWCF Financial Statements

J-8:  CORRECTED MATERIAL WEAKNESSES

Financial Process for Implementing the National Level Inventory Initiative  

Procedures Used to Test the Dollar Accuracy of the Inventory

i.  Information Technology Initiatives. 

J-6: 

BSM is part of the Agency’s Portfolio Management process, which ensures that information technology initiatives complement each other, ensuring alignment of initiatives against Agency and Department goals and implementing risk mitigation against our investments.

DLA is in the process of implementing an Agency-wide Asset Management program.  Supporting software and hardware for this program will allow central control of asset inventory, placement, and capacity management.  Additionally, the Asset Management program will provide visibility of all network devices and associated software applications.  The program should be in place by the end of FY 04.
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J-6 has implemented an on-line repository for the identification and custody control of all consumable-type Automated Data Processing (ADP) devices.  This includes laptops, cell phones, pagers, etc.  The system requires all ADP equipment to be bar-coded and registered in an on-line data repository for inventory tracking purposes. 

DLA has identified a broad range of IA controls to identify and mitigate security risks.  To assure secure networks, systems, and websites, DLA has implemented a robust IA program using an enterprise approach.  An enterprise firewall and intrusion detection management infrastructure is being implemented, IA product ordering agreements are in place, and corporate plans for enclave boundary protections, public key infrastructure, network defense, access controls, IA Architecture, IA training, and certification, and accreditation to meet DoD and Industry Standard best practices are being implemented.  All DLA systems, networks, and web sites have been evaluated for certification and accreditation.  The program also includes implementation of security priorities in each defense in depth area along with periodic independent testing, vulnerability scanning, and penetration testing to ensure effectiveness.  These enterprise-wide initiatives will improve the security of DLA networks, systems, and websites and reduce operational and maintenance costs by providing efficient management capability through the use of enterprise management consoles.  The IA program includes boundary protections at remote offices and major DLA sites.

DDC: 

Information Security

During FY 02, DDC J-6 provided support for all DDC end-user access and access privileges (networks, servers, Distribution Standard System (DSS), Distribution Planning and Management System (DPMS), Business Systems Modernization (BSM), and other applications), DDC enclave LAN border protection (firewalls, Demilitarized Zone (DMZ), intrusion detection, and virtual private networks), DDC Defense Message System (DMS), and DDC Secure IP Routed Network (SIPRNET).  Additionally, DDC J-6 provided DDC IA policy and guidance, information auditing, Public Key Infrastructure (PKI) certificate distribution and management, and support for DoD IT Security Certification and Accreditation Process and DLA/DDC Computer Emergency Response Team software patch distribution.  Finally, during 

FY 02, DLA and DDC J-6 began the process of coordinating and migrating all DLA DMS responsibilities to DDC HQ, and DDC J-6 began deploying SIPRNET connectivity to each of its distribution depots, CONUS and OCONUS.

Net Landed Cost (NLC)

The first year using NLC has been completed.  The NLC goal is to provide proper pricing and visibility of charges in the form of a monthly Compact Disc (CD) to supply chain customers so they may make informed decisions on distribution matters.  NLC for storage will be implemented starting FY 03.  Customers will be billed based on item cube by the categories of covered, open, and specialized.  The NLC storage implementation will continue the DDC goal to provide customers with greater visibility of their distribution costs.  During this year, the NLC   team was awarded the Under Secretary of Defense, Comptroller Financial Management Initiative Team Award.  The NLC team won this “for achievement in improving financial management 
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initiatives.”  The team, comprised of DLA J-8, DLA J-3, Defense Operations Research and Resource Analysis (DORRA), and DDC J-8, designed, developed, and implemented the new pricing structure for distribution services.

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, MCP

DLAI and DLAD 5010.4, MCP

Federal Managers’ Financial Integrity Act of 1982

DSS FY 02 Guidance

DLA/Contractor developed Training Guide

Local guidance at field activities

DDC:  DDC Instruction 5025.9 Preparation and Control of DDC Publications emphasizes the importance of internal controls in the development and update of directives and instructions.
k. Congressional Reviews and Hearings.

J-3: 

House Armed Services Committee, Subcommittee on Military Readiness, subject:  Outsourcing and Privatization (A-76), March 13, 2002.

Senate Veteran’s Affairs Committee Hearing, subject:  Pending Legislation, May 2, 2002.

Senate Appropriations Committee on Military Construction, subject:  Military Construction, March 5, 2002.

House Committee on Government Reform, Subcommittee on Technology and Procurement Policy, subject:  GSA Reorganization, April 11, 2002.

House Committee on Government Reform, Subcommittee on National Security, Veterans Affairs, and International Relations, subject:  DoD Financial Management:  Following One Item Through the Maze, June 25, 2002.

No adverse action was taken as a result of these hearings.

DNSC: 

DNSC provided Mercury Management briefings to congressional representatives in the states of New York, Nevada, and Utah.  
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l.  Command or other Subordinate Letters of Assurance.

All field activities and DLA HQ Business Offices submitted letters of assurance for inclusion in the DLA submission.

m.  Productivity Statistics.

J-3: 

There were three quarterly Performance/Execution Reviews held during the reporting period.  No adverse actions were taken as a result of these reviews.  There were eight Monthly Performance Reviews held during the reporting period.  Performance has been improving steadily over the past year.  Additionally, DLA is working to implement the balanced scorecard approach to performance measurement.  The balanced scorecard will provide the right balance of internal, external, and financial measures and will be more closely aligned with the strategies of this Agency.

DAASC:  As part of DLA J-67, DAASC is participating in the DLA Balanced Scorecard (BSC) effort and is utilizing and reporting metrics to support the J-6 BSC.  The DLA BSC effort is still in the formative stages and in the process of collecting data and formalizing the metrics to be 

measured.  DAASC has appointed POCs for the four main areas established by J-67 for tracking and measuring its performance.  DAASC has participated in the development of key performance indicators and measures.  Support Agreement template was developed for the customer quadrant and presented support for the internal process quadrant along with Finance and Training quadrants.  This is a developmental process and on-going project.  As noted, the BSC effort is still in its early stages and any findings/conclusions are in the preliminary phase.  At present, existing management controls are adequate and the BSC management objectives are being met.  As this effort develops, it will be closely followed to insure that adequate management controls are developed and maintained.

DAASC service availability goal for all mission critical application is 100 percent.  DAASC uses a Commercial Off-The-Shelf (COTS) outboard system management tool that performs process and network monitoring.  This system monitors both processing sites and provides the DAASC with an early warning and detection capability, which prevents a problem from going unrecognized.  DAASC has in place internal controls that require the system manager on duty to escalate problems based upon strict timeframes.  DAASC outboard system management administrator, system administrators, and Automated Information System developers have designed and implemented over 700 processing rules and scripts that are continually performing checks to ensure DAASC meets or exceeds our customer service requirements.  DAASC problem detection and escalation policy ensures that problems are reported, monitored, assigned to the proper organization and escalated.  These controls help to prevent a simple processing problem, equipment failure, or environmental problem from expanding into a major problem or even a disaster.  Problem reports are automatically tracked through closure.  Resolution analysis is performed to reconcile issues to minimize future occurrences.  DAASC has migrated logistics capabilities to the web and will continue to migrate more capabilities to the web.  DAASC is 
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continuing to add enhancements to the current capabilities to make them more robust and user friendly.  Statistical metrics are being captured on the usage of these web-enabled tools.  Growth of use between 2001 and 2002 reflects at least a minimum growth of 50 percent and a maximum growth of 248 percent for these logistics processes.

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. 

DESC: 

Monthly Manpower and End-strength Report

DESC Monthly Management Review 

DSCC:  Productivity statistics taken into consideration included: 

Daily updates of financial statistics

Monthly and quarterly updates of core business statistics

Readiness Reviews

Monthly Command briefings of core performance and financial metrics

Monthly reviews of status for key productivity initiatives

Quarterly budget execution briefings



Balanced Scorecard – Quarterly briefings and data monthly to DLA

Dashboard Metrics – Many down to the individual level updated daily

Annual Business Plan goals/reports

DSCR:  Productivity statistics are the concern of all DSCR Managers and are used as indicators   of problem areas under periodic review.  Where applicable, statistics are reviewed to ensure performance meets or exceeds DLA established goals.

n.  Defense Regional Inter-service Support Studies: 

DDC:  DDC enters into a significant number and dollar value of support agreements both as the supplier and receiver of services.  Reimbursement is assured via Military Inter-departmental Purchase Requests (MIPR).  FY 02 status of Defense Regional ISSA, and Service Level Agreements (SLA) are as follows:

ISSAs

     Estimated Dollar Amount

99 as Supplier  
$73,537,754

92 as Receiver 
$33,990,874

As Supplier:  DDC depots provide distribution support to customers, from all branches of the Services, through the ISSAs.  Distribution support includes such services as Preservation and Packaging, DEMIL, Inventory, Processing and Painting Wheeled and Tracked Vehicles, Interdepot Movement.  In addition, DDSP and DDJC are the host activities providing base 
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operations support to the tenants.  Types of base operation support include Fire Protection, Safety Support, Disaster Preparedness, Environmental Protection, Police Services, etc.

As Receiver:  DDC depots, as tenants, receive base operations support from the host activity and various other providers through an ISSA.  

SLA


Estimated Dollar Amount 

4 as Receiver    
$34,205,000

As Receiver:  DISA provides mainframe-processing service for DSS to DDC for mission support to all of the DDC activities.  DISA also provides local support to a few DDC depots for information technology and telecommunications services.  MIPRs:  Reimbursement for services received or provided is accomplished via DD Form 448, MIPR.  Reimbursement billings due under the terms of the agreements will be by a “no check drawn” Standard Form 1080, Voucher for Transfer Between Appropriations and/or Funds, which are submitted on a monthly basis by the DFAS.

DESC: 



DLA Support Services  (DSS)  



$2,763,824.77



J-631 Headquarters Complex Information 

                                         Technology Services

                             506,361.51



DLA Special Staff  Equal Employment 

                                         Opportunity




       97,396.08



DLA Special Staff  General Counsel (DG) 


         3,446.75



Human Resources (J-1)




     236,293.13



Financial Operations  ( J-8)       



     178,811.02



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 :

Operations:           $43,048,671

Capital:
       29,296,961

Stock Fund:          184,900,000

TOTAL
   $257,245,632     
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o.  Management Reviews in other Functional Areas (e.g., Procurement; Command, Control, Communications and Intelligence; Financial; or Environmental).

J-3: 

Procurement:

Procurement Management Reviews (PMR):  

One of the primary means for determining reasonable assurance has been established through the conduct of PMRs of the Agency’s contracting offices.  Through PMRs, J-3 can establish accountability for all contracting functions and measure and evaluate each contracting office’s performance against established goals.  The PMR teams examine procurement processes to ensure that assets, program responsibilities, and contracting operations have been reasonably insulated against fraud, waste, abuse, and/or mismanagement.  PMRs also evaluate the efficiency 

and effectiveness of each activity’s MCP.  The frequency of reviews is based upon an annual risk assessment, but all activities are reviewed at least once every 4 or 5 years, more frequently if there is a need.  The PMR program is in agreement with the principles and objectives of the National Performance Review, the Government Performance and Results Act (GPRA), 

and current Agency corporate performance plans.  The supply centers, as well as many of the other contracting activities, have also adopted local PMR programs similar to the Headquarters approach as part of their oversight.  Local review teams are composed of individuals drawn from throughout the procurement organization.  

PMR teams assess procurement integrity, business practices, compliance with laws and regulations, and overall efficiency and effectiveness of the organization.  To accomplish this, team members review performance data; look at a random sample of individual contract and purchase order files; examine documentation supporting a broad range of programs; observe and analyze processes related to the activity’s organizational structure and operations; and interview a cross section of personnel in the organization.  Key managers are briefed throughout the process.  Commanders and administrators are sent a report with detail discussions of deficiencies and recommendations for improvement shortly after each PMR is completed.  The activity reviewed is required to prepare a management plan in response to findings and recommendations of the PMR report that outlines the corrective action to be taken.

Scheduled PMRs were conducted at DSCR, the Television-Audio Support Activity (T-ASA), the Document Automation and Production Service (DAPS), the Defense Supply Center Philadelphia (DSCP) Directorate of Clothing and Textiles, and the DSCP Pacific contracting office.  While each PMR identified a need for several corrective actions to improve the integrity of the procurement process, business practices, compliance, and efficiency or effectiveness, no material weaknesses were reported.

Establishment of the Center Senior Procurement Official (CSPO) and Evaluation of Contract Quality Management Plans (CQMP):  The integration of the contracting function into multi-functional teams has heightened the need to ensure that contracting responsibilities are managed in a way that minimizes the risk attendant to the integration of contracting into these teams.  As a result, in FY 96, the position of CSPO was established at each of the four supply centers.  This 
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position is to be occupied by a strong, functionally independent procurement official who oversees the procurement function and who will ensure the fundamental integrity of each activity’s procurement system.  In conjunction with the CSPO carrying out his or her duties and responsibilities, the Head of Contracting Activities (HCA) were required to develop a CQMP.  The purpose of the CQMP is to assure that each HCA has in place an effective MC plan that specifies how the CSPO’s duties will be accomplished and ensures contracting system controls and integrity.  The CQMP also addresses how the CSPO will achieve continuous improvement of contract quality in all phases of the procurement process.  Each supply center has a CSPO in place carrying out the prescribed duties and responsibilities.  J-33 staff reviewed each Supply Center’s CQMP during FY 01 and found no material weaknesses.  A scheduled review of each supply center’s CQMP will be conducted during FY 03. 

Evaluation of Field Quality Programs:   

Contracting activities are responsible for providing an effective management system to monitor, evaluate, and improve the quality of contracting.  Each supply center is responsible for developing a quality program that would meet several regulatory standards and result in continuous improvement in the quality of contracts.  The individual at each supply center who is responsible for contract clearance and oversight maintains this program.  These offices have been established as the principle partners for advancing the quality of the total procurement system and as the focal points for fostering process improvements.  These offices report to the CSPO at the supply centers, and are reviewed by J-3 staff every two years to judge the effectiveness of their quality programs.  The reviews are also accomplished to see that the supply centers have complied with the standards, have developed initiatives, which are oriented toward procurement processes, and have promoted quality throughout the organization and in all aspects of contracting.  

During FY 02, the activity contract clearance and oversight function was reviewed during PMRs conducted at DSCR, DAPS, T-ASA, DSCP Clothing and Textiles, and DSCP Pacific.  Separate reviews were also conducted at DDC, DNSC, DRMS, and DSS.  No material weaknesses were found.  

Contract Clearance and Oversight Program:  

Through a contract clearance and oversight process, J-3 staff performs individual contract file reviews on the Agency’s most complex, high risk, and sensitive contracting actions to ensure the laws, regulations, and sound business practices are properly applied in carrying out the Agency’s mission.  The recommendations of these reviews are authoritative in nature and are designed to improve the overall quality of contracts and to enhance operations through recommending changes to procurement policies, procedures, and practices.  The reviews provide one basis for

J-3 to reasonably assure that procurement systems are performing in an acceptable manner.  

From July 17, 2001, through August 13, 2002, J-3 reviewed 71 individual contract files on a pre-solicitation, pre-negotiation, pre-award, or post-award basis.  This compares to 52 files in FY 01, 37 files in FY 00, 16 files in FY 99, and 15 files in FY 98.  While some of the reviews required corrective action before or after award, none of the reviews disclosed any material weaknesses.  
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Reviews by the Acquisition Planning Executive Council (APEC):  

The J-3 mission and objectives statement specifies that the organization provide broad managerial and executive oversight of the procurement of supplies and logistics services and support for the Agency’s mission and strategic objectives through acquisition excellence.  In carrying out this mission, J-3 leads a multi-disciplinary team that performs oversight of 

proposed high visibility acquisitions through reviews conducted by the APEC.  This review and oversight process is designed to ensure that efficient and effective customer material support 

strategies are being employed and to ensure that selected approaches are congruent with Agency business initiatives and mission requirements.  During FY 02, three formal APECs were conducted:  berets, the C-130 Hub and Blade Virtual Prime Vendor, and the Infantry Combat Boots initiative.  In addition, J-3 has conducted informal APEC reviews of 91 initiatives.

Financial:

An annual review of the field activities requirements and performance is accomplished using the process call the Planning, Programming, Budgeting, and Execution System (PPBES).  It covers the review of the current year’s planning for next year’s execution, the budget period, and a review of mid-range planning and programming.  This process is a continual cycle of reviewing and balancing resource requirements and performance.

The annual review of requirements and performance begins with a data call letter from DLA 

J-3, J-8, J-8, and DSS Corporate Installations (DSS-I) to each field activity that covers the phases of the PPBES cycle.  The responses to these data call letters are reviewed and negotiated during meetings with J-3, J-6, J-8, J-8, DSS-I and the field activities.  The results of these discussions are then submitted for review and presented to the Business Resource Board, consisting of certain Agency senior executives and managers from HQs DLA and budget chiefs from the field activities.  The final recommendations are then presented to DLA J-3, J-6, J-8 and DLA DD for decision, and approved funding levels are then reflected in the Program Objective Memorandum, Budget, and Chief Financial Officer’s statement.  No material weaknesses were identified during this process for the reporting period.

DDC: 

Radiation Safety Program:  An evaluation of the DDC Radiation Safety Program and Nuclear Regulatory Commission License No. 37-30062-01 was conducted by CPT Juan A. Torres, HQ, DLA Support Services Environmental and Safety (DSS-EHH) in January 2002.   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 license application and amendments, Inventory of radioactive material, independent 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.
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Actions include:  Continuing efforts to ensure radioactive material is excluded from receipt and storage at unauthorized depots and to improve system visibility of commodities containing radioactive material using the Hazardous Material Information Resource System (HMIRS); the radiological training curriculum has been modified to reinforce proper documentation of source checks and survey results including site-specific controls; the format and content of the Radiation Safety Committee minutes has been enhanced; and monitoring equipment and procedures are being reviewed for upgrade and improvement.

Financial Liability Investigation of Property Loss (FLIPL):  A senior investigator of the DLA Criminal Investigations Activity reviewed the FLIPL process at DDC.  One finding belongs to DDC and has already been addressed.  A second finding belongs to a distribution depot and has already been addressed.  The third finding is being addressed as of this writing.  The Crime Prevention Survey revealed that the DDC has the required personnel expertise, the applicable regulatory guidance, and the appropriate administrative controls to properly administer, manage, and supervise the FLIPL program.

DDC De-obligation Project:

Additional Info:  Due to post September 11, 2001, military operations around the world have significantly increased DDC’s workload and costs.  The majority of the cost increases have been in the over ocean transportation area in support of Operation ENDURING FREEDOM.  This increase has caused the DDC to project for a large increase in obligation authority during the Mid-Year Review and for future projections for FY 03-05.  The Annual Operating Budget (AOB) schedule number three, which was issued on July 8, 2002, provides obligation authority for our Mid-Year requirements.  The DDC has kept within AOB obligation authority and has been able to maintain mission requirements.  The DDC is currently conducting an aggressive plan to clean up old funding documents. This effort has caused a large amount of de-obligations to occur with a FY 02 projection of $154 million to be processed by the end of the fiscal year.  This will cause the obligation data for FY 02 to be distorted.  It is anticipated that FY 03 will be more indicative of our true costs.  DDC J-8 still works within the limitations of the current financial legacy systems.  Some legacy systems where budget data is entered are not Chief Financial Officer (CFO) compliant.  DLA is aware of the situation and is working on some initiatives (i.e., BSM).

DNSC: 

DNSC Office of Planning and Market Research:  Reviews were conducted of control elements, exclusive of accounting and financial responsibilities for which this office has no assigned responsibilities.  The FY 02 assessment of the general controls, inherent risks, and the safeguards indicates an overall low vulnerability.  This vulnerability relates directly to the outside influences on the Stockpile program created by unanticipated changes in the commercial commodity markets, unexpected policy changes from higher Headquarters and the Congress, and from newly imposed deadlines or the raising of domestic industry and Congressional constituent issues.

DNSC Office of Financial Management Reviews were conducted in the following areas:

cash collection, Accounts Receivable, DWAS, travel cards/IMPAC and Personal Computer

Notebooks.  There were no losses to report for this FY.
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DNSC Office of Management and Systems Support:  Reviews were conducted in the following areas:  personnel databases, the bid room, and DCPS (time and attendance).  Standard Operating Procedures and policies were updated for the Awards program, and copies were given to all DNSC employees. 

DNSC Directorate of Stockpile Contracts:

As part of our Risk Assessment and Internal Management Control Review, the following was accomplished as a result of (a) deficiencies identified in the December 16, 2000, Management Review conducted by DLA-J-3; (b) random quarterly reviews of sales and acquisitions files; and (c) regulatory changes:  Reviews and audits have been conducted to determine whether or not current Standard Operating Procedures (SOP) and Contracting Instructions provide adequate controls.  The results of these evaluations indicate that current procedures are providing the required structure.
DSCC: Some of the below listed reviews were conducted in addition to the MCP reviews: 

Corporate Performance

Compliance Reviews

Customer Complaints – Review of Document Type 7 in process

Extended Edit Process – Review Completed November 2001

Foreign Military Sales Follow-up Review, August 2002

DLA Metrics and Controls – Defense in Depth Validation testing of the DSCC computer network December 2001 (Annual requirement)

Emergency Services (DSCC)

Fire inspections, fire drills, tornado drills; ID card checks (100 percent at entry gates) – on-going; inspection of non-registered vehicles (100 percent); inspection of registered vehicles (random); 

Truck/Delivery Procedures Review January 22, 2002; Personnel security (review and purge files) continuous through; Virginia Naval Reserve Center review of physical security April 26, 2002; Personnel Security audit February 20, 2002, (periodic reinvestigations).

Customer Advocacy (DSCC)

Supply Assistance Requests (monthly sampling) and results reported at monthly Corporate Performance Reviews.

Procurement (DSCC)

IMPAC and approving official accounts reviews – annual

Convenience Check Reviews (Quarterly reviews by DSCC)

Several types of reviews conducted by DSCC (e.g., Small Purchase Awards, First-time Buys, Automated Awards made within the PACE system to ensure that the prices paid for 
materials are adequately supported, Contracting Quality Management Program Reviews, Procurement Management Reviews).
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Comptroller (DSCC)

Inter-service Support Agreement Reviews - Annual  (DSCC)

Programming/Planning Budgeting System process, Cash Management, Budget Execution – monthly reports to HQ

Capital Reconciliation – are continuous with HQ reports three times per year.  Additionally, HQ has initiated a comprehensive Accounts Receivable and Accounts Payable Review.

Unliquidated Obligation Reviews

Audits (Internal and External) of travel cards (VISA)

Child Development Center – Unannounced inspection conducted August 2002 by DLA HQ and DSCC staff  (DSCC)

Property Accountability (DSCC)

Annually:  Wall-to-wall inventories of all accountable government property, plant, and personnel equipment. 

Monthly and annually:  Spot inventories to ensure that the hand receipt holders are in compliance with current policies.  

External auditing firm, Deloitte and Touché, conducted review of inventory records October 2001.

Safety (DSCC)

Annual inspections/surveys of Center operations and serviced organizations.  Quarterly safety program assessments are conducted by DSCC.

Inspectors from outside the Product Testing Center (PTC) perform quarterly safety assessments and an annual inspection of the safety and health programs at the five PTC testing sites.

Fleet credit card expenditures – monthly reviews ay DSCC equipment manager and GSA.

J-8:

J-8 periodically reviews both managerial and functional areas of operations.  Other areas reviewed include areas of interest in management control as well as specific functional areas of interest that arise over the course of the year.  These reviews are conducted by small teams or by individuals performing assessments.  Additionally, reviews or assessments often result as a by-product of various internal process review teams.    
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p.  Quality Assurance Reviews

 J-3:  Product Quality is a supply centers’ Central Business Unit (CBU)/Product Center function that supports the contracting, supply, and technical areas with actions to assure that (1) DLA products conform to customer requirements through the establishment of appropriate technical, contractual, and storage requirements and (2) customers product quality problems are resolved.  Within the supply centers’ CBU/Product Centers, the Quality Assurance (QA) personnel at the supply centers are responsible for the quality of their assigned items/weapon systems.  The quality assurance contracting support functions are separated into two phases:  pre-award and post-award of the contract.  Significant processes within the pre-award phase are providing Quality Assurance Provisions (QAP) and contract clauses for incorporation in solicitations.  QAPs include the contract quality requirement, inspection, test requirements and procedures, first article requirements, supplier certification requirements, and input on warranty clauses.  Quality guidance is provided to contracting officers through technical and quality advice and analysis of contractors’ quality history.  Pre-award surveys on prospective contractors are performed or reviewed.  In addition, requests by contracting officers or contractors to waive QA requirements are analyzed.  During post-award contracting support, QA personnel perform or support post-award conferences with the contractor, issue Quality Assurance Letters of Instruction to the inspection/ acceptance point, arrange or perform inspections and tests, analyze test reports, evaluate contractor requests for product deviations and waivers, perform Quality Systems Management Visits and Quality Systems Review, provide quality and commodity training to Contract Administration Service and other contract management organizations, and center and depot personnel, provide support to legal counsel in disputes/fraud/prosecutions, request special investigations, and collect, maintain, and provide contractor and item quality history.  Support to Supply/Item Managers is provided through investigation, resolution, and response to PQDR and development of Storage Standards for Distribution Depots and Military Services.  Support to the Technical/Engineering area is provided through development of Quality Requirements in Specifications and Technical Data.  Product Verification personnel at DLA Supply Centers/Product Testing Centers determine test/inspection requirements, write test plans, arrange for tests/inspection, arrange for special inspections at the request of QA Specialists, and evaluate and maintain test/inspection results.  During FY 02, analysis of the PQDR documentation revealed that there are many instances of QA Specialists failing to properly investigate PQDR; specifically, not taking action to preclude future item failures and documenting reasons for failures and corrective action taken.  This was highlighted to supply center management during PQDR refresher training conducted at DSCC, DSCP, and DSCR.

DSCC: Quality Assurance Reviews: 

PTC - performs internal quality control checks quarterly to monitor compliance with good laboratory practices and internal operating procedures/work instructions in the PTC.  Performance reviews is one element towards maintaining accreditation to International Standard Organization (ISO) requirements.  The three mechanical testing facilities are accredited to ISO 17025 through the American Association for Laboratory Accreditation (A2LA).  The electronic and analytical test sites are accredited to ISO 9002 through DSCC.  Both ISO standards require internal quality control checks at regular intervals to monitor compliance.  
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Product qualification audits to qualify new manufacturers on the DoD assigned Qualified Product List (QPL) and Qualified Manufacturer List (QML).  To date, DSCC engineers conducted 262 product qualification facility/line audits.  These product qualification audits are conducted to add or maintain the company on the DoD QPL or QML.  The product qualification audits help DSCC assure the product performance, quality, and reliability meets customer requirements and expectations for products used on critical weapon platforms.

PQDR Reviews - conducted by Subject Matter Experts (SME) and the DSCC Internal Review Office on June 26, 2000, and May 22, 2002.  (DSCC)

q.  Hot Line Reports

A total of 170 hot line reports were addressed throughout DLA during FY 02. 

OSD SYSTEMIC WEAKNESSES: 

Inadequate DoD Financial Management Systems and Processes (OUSD(C)):

J-3:  Valuation of Inventories in the Defense Agency SAMMS 

J-8:  UNCORRECTED MATERIAL WEAKNESSES


Navy and DLA Retail Inventory System Interfaces


Unsupported Trial Balance Adjustments






Inaccurate Reporting of PP and E Accounts on Financial Statements


Automated Systems Used to Prepare DWCF Financial Statements

Internal Controls and Compliance with Laws and Regulations for the DWCF Financial            Statements

  CORRECTED MATERIAL WEAKNESSES

         Financial Process for Implementing the National Level Inventory


         Initiative  

         Procedures Used to Test the Dollar Accuracy of the Inventory
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Information Assurance (OASD) (C31)): N/A

Environmental Liability (OUSD (AT&L)): N/A

Management of Munitions and Explosives (OUSD (AT&L)): N/A

Personnel Security Investigations Program (OASD (C31)): N/A

Real Property Infrastructure (OUSD (AT&L)): N/A

Service Contracts (OUSD (AT&L)): N/A

DoD Card program Management (OUSD) (AT&L)): N/A 

Purchase Cards and Travel Card (OUSD) (C)): N/A
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TITLES OF ALL UNCORRECTED AND CORRECTED MATERIAL 


       WEAKNESSES AS OF SEPTEMBER 30, 2002.

      TAB B-1

CATEGORY:

RESEARCH, DEVELOPMENT, TEST AND EVALUATION: N/A

MAJOR SYSTEMS ACQUISITION:  N/A

PROCUREMENT:  N/A

CONTRACT ADMINISTRATION:

Open first time reported FY 02:

DESC:  Delinquencies in Fleet Card Payments by MILSVC and DoD Agencies

Open previously reported: 

DSCP:  Pricing of First-time Buys General and Industrial (G & I)

DSCP:  Contract Files at DSCP (G &I)

Corrected weakness identified during all periods:

Reported in previous years:

Standard Automated Material Management System Automated Small Purchase System (SASPS) Pricing (DSCP, DSCR, DSCC, and J-3)

FORCE READINESS:  N/A

MANUFACTURING, MAINTENANCE, AND REPAIR:  N/A

SUPPLY OPERATIONS:

Open first time reported FY 02: 

J-3:  DLA Improperly Cancelled NSNs that the Air Force Coded with a Weapon System Designator Code as a Result of the Defense Inactive Item Program (DIIP)


Open previously reported:

J-3:  DLA DIIP Has Flaws that Exclude Items for Review That Could be Detected

PROPERTY MANAGEMENT: 

COMMINICATIONS AND/OR INTELLIGENCE AND/OR SECURITY:  N/A

INFORMATION TECHNOLOGY:  N/A

PERSONNEL AND/OR ORGANIZATION MANAGEMENT:  N/A
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COMPTROLLER AND/OR RESOURCE MANAGEMENT:

Open reported for first time FY 02: 

J-3:  Valuation of Inventories in the Defense Agency Standard Automated Materiel

        Management System

J-8:  Navy and DLA Retail Inventory System Interfaces

J-8:  Reduce DLA Accounts Payable and Receivable to an Acceptable Balance

Open Reported in previous years: 

J-8:  Inaccurate Reporting of PP&E Accounts on Financial Statements

J-8:  Automated Systems Used to Prepare



       DWCF Financial Statements

J-8:  Internal Controls and Compliance with Laws and Regulations for the DWCF

       Financial Statements

Corrected weaknesses identified during all periods:

First time reported FY 02: 

DSS-B:  Government Travel Card Program (reported as a concern FY 01 DLA ASA).

Reported in previous years:

J-8:  Financial Process for Implementing the National Level Inventory Initiative

J-8:  Procedures Used to Test the Dollar Accuracy of the Inventory

SUPPORT SERVICES:  N/A

SECURITY ASSISTANCE:  N/A

OTHER (PRIMARILY TRANSPORTATION):  N/A








B-2-1

NARRATIVES FOR THE UNCORRECTED MATERIAL 

             WEAKNESSES IDENTIFIED IN TAB B-1.

                                                      TAB B-2

CATEGORY:

RESEARCH, DEVELOPMENT, TEST AND EVALUATION:  N/A

MAJOR SYSTEMS ACQUISITION:  N/A

PROCUREMENT:  N/A

                                                                                  B-2-2

CONTRACT ADMINISTRATION:

First time reported: 

DESC: 

Title:  Delinquency in Fleet Card Payments (MILSVC and DoD Agencies)
Description of Material Weakness:

· Program Oversight

· Policy, Rules, and Responsibilities

· Delinquencies.  Most fuel delinquencies will no longer be an issue after all DoD components go under split billing.  Minor delinquencies will be an on-going issue; however, measures are being established to maintain this as a concern vice a weakness

Functional Category:  Contract Administration

Pace of Corrective Action:


Year Identified:  FY 02


Original Targeted Correction Date:  N/A


Targeted Correction Date in Last Year’s Report:  N/A


Current Target Date:  FY 03


Reason for Change in Date(s):  N/A

Component/Appropriation/Account Number:  N/A

Validation Process:  Internal review audit

Results Indicators:  Within the Change Management Office, the establishment of a customer support branch will handle on-line questions and resolve customer problems.

Source(s) Identifying Weakness:  Internal review audit performed by DESC-DI

Major Milestones in Corrective Action:
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A. Completed Milestones:

Date:            
           Milestone:

April 2002
Mass mailing to all DoD Fleet account holders, that iterates/reminds/informs users of the two management tools that are available for their use.

April 2002
Navy and other DoD Agencies – Split billing (outstanding delinquencies   are being worked on and reduced daily).
April 2002
           Provide an invitation for DoD account holders to the Worldwide Energy 

Conference where hands on training on the above mentioned tools will be                                              provided.  Additionally, a Fleet Card workshop is also scheduled during the conference.

May 2002

Schedule training for the two automated tools that monitor and manage 

card usage. 

September 2002
Develop and distribute business rules that clearly define rules and 

responsibilities to all A/POCs and account holders.

September 2002
Update Chapter 15 of the 4140-25M (draft currently on the web).

September 2002
Update the DESC Fleet Card web site and Fuel Enterprise System (FES) so as to reflect current policy updates; provide instruction on split billing procedures; where to find Chapter. 15; how to handle suspected fraud or other misuses; and what to do in the case of lost/stolen cards.

B. Planned Milestones (Beyond FY 02):

December 2002
Split billing – No new delinquencies.  Outstanding delinquencies are 

being worked on and reduced daily.  Work will continue until all delinquencies are dissolved.

December 2002
Revise the draft DoD policy and procedures published on the user 

information web page to include the timeframes.

December 2002
Provide procedures for Navy split billing.  Army/Air Force already 

established.

NOTE:  Web page changes will address all Major Milestones in Corrective Action
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Status of Participating Functional Office/Organization:  N/A

Point of contact:  Deborah VanKleef, 703-767-8501.
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Previously Reported: 

DSCP:

Title:  Contract File Management and Retrieval in DSCP-G and -I
Functional Category:  Contract Administration

Pace of Corrective Action: 

Year Identified:  2001

Original Targeted Correction Date:  September 2002

Targeted Correction Date in Last Year's Report:  September 2002

Current Target Date:  December 2002

Reason for Change in Date(s):  Implementation of Defense Supply Center Columbus (DSCC) system proved impossible.  This required the development and deployment of our own system.

Component/Appropriation/Account Number:  Stock fund appropriation.

Validation Process:  Physical verification will be completed by the DSCP Internal Review Office upon completion of the corrective action.  Certificate date to be determined.

Results Indicators:  Contract files will be released from the buyers and scanned into the on-line system in a timely manner.   Files will be available for retrieval through an automated system.

Source(s) Identifying Weakness:  DLA Special Process Procurement Management Review (PMR) of June 11-18, 2001.

Progress in FY 02:

   Completed Milestones:  

-  PMR report signed and forwarded to DSCP identifying material weakness in contract file 

    management.

-  Training of G & I personnel on Panagon file management system

-  Decision to utilize Electronic Contract File (ECF) as the file management system

-  Visit DSCC to observe ECF system and meet with system managers

-  Determine participants for pilot test cadre





-  Obtain Direct Access Storage Device Space








-  Acquire desktop scanners for prototype





-  Relocate bulk scanners
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-  Obtain code from DSCC (Oracle, Visual Basic, C, Common Business Oriented Language 

-  Obtain database structure from DSCC





-  Decision to develop and deploy DSCP system in lieu of DSCC system.

Major Planned Milestones:

Date

          Milestone

September 2002        Develop ECF training plan







September 2002        Execute ECF training plan







October  2002
          Move to production environment






Ongoing
          Monitor functional processes and policy


Ongoing
          Provide system administration and database support




December 2002         Request verification by DSCP Internal Review Office of weakness closure

Status of Participating Functional Office/Organization:

G & I Business Office (I)


Assured

Office of Procurement Management (I)
Assured

Directorate of Operations (I)

            Assured

Point of Contact:  David G. Lipshutz, G & I Directorate, DSCP-IBBC, DSN 444-4417.
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DSCP: 

Title:  Pricing of First-Time Buys in DSCP-G & I
Functional Category:  Contracting

Pace of Corrective Action:


Year Identified:  FY 01


Original Targeted Correction Date:  N/A


Targeted Correction Date in Last Year’s Report:  August 2002


Current Target Date:  April 2003

Reason for Change in Date(s):  Sufficient time is needed to conduct audits to verify that an acceptable level of quality has been reached.  

Component/Appropriation/Account Number:  All Commodity Business Units within the General and Industrial Directorate at DSCP.

Validation Process:  Physical verification will be completed by the DSCP Contract Integrity Office and the DSCP Internal Review Office.

Results Indicators:

DSCP-P (G & I) Contract Support Division and the individual DSCP-I CBUs will implement changes to their contract quality improvement programs that will address overall contract quality and which concentrates on overcoming the lack of price justification on first-time buys as described in the PMR.  

All first-time buys, regardless of dollar value, will now require Price Reasonableness Determinations (PRD) and Level above Contractor Officer (KO) Approval.  A memo will be forwarded to the buyers to reiterate this policy. 

Audits will be conducted to verify that an acceptable level of quality has been reached and is maintained at or above acceptable levels by the G & I Directorate, by each CBU, and by every buyer individually.  The Contract Support Division will conduct continuous quality reviews of each of the four G & I CBUs, and each CBU will conduct continuous quality reviews of each of their buyers.
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If a CBU does not meet acceptable parameters, actions will be taken to assure the CBU is brought into compliance including but not limited to revoking the authority to have KOs sign their own work, pulling of warrants from all but a small cadre of KOs, and requiring reviews by level above KO for additional categories of buys.  

Egregious errors or abuse of authority by individual contracting officers found during Support Division PMRs dealt with by actions including:  Discussing findings with the KO, issuance of a written warning and/or temporary warrant suspension, or revocation of warrant.  

Each CBU will conduct internal audits.  Buyers who do not meet acceptable parameters will be counseled, receive remedial training, and/or have their warrants suspended or revoked.  

Source Identifying Weakness:  DLA Special PMR of June 11-18, 2001.

Progress in FY 02:

Completed Milestones:  

-  Inform buyers of the new requirements for first-time buys, and forward a sample

    checklist to help them improve their individual pre-award reviews.

-  Start pulling buys for audit and internal reviews.  

-  First monthly audit completed and results forwarded to DSCP-I, DSCP-P, and CBUs for

    review and action, if necessary.  Results should reflect dramatic improvement in 

    compliance statistics, which should now be comparable to that of the best center.  Take

    additional remedial action if indicated.

-  Quarterly audits completed and results forwarded to DSCP-I, DSCP-P, and CBUs for 

    review and action if necessary.  Results should reflect dramatic improvement in compliance 
    statistics, which should now be comparable to that of the best center.  Take additional  

    remedial action if indicated


Major Planned Milestones:  


Date

Milestone

Ongoing
Continue training buyers on requirements for first-time buys 


Ongoing
Continue series of internal reviews
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October 2002
Quarterly analysis of program to determine if additional refinement is needed.  Assessment of effectiveness sent to DSCP-I, DSCP-P and CBUs.  Compliance should have reached acceptable levels of 85 percent or better.

January 2003
Determination of program effectiveness based on overall improvement in contract quality.  Compliance should consistently remain above 85 percent for each CBU with a target of 90 percent compliance for G & I overall. 

April 2003
Request physical verification by DSCP Internal Review Office for closure of material weakness.

Status of Participating Functional Office/Organization:

DSCP Contract Integrity Office (I)



Assured

Office of Procurement Management (P)


Assured

Point of Contact:  David G. Lipshutz, DSCP G&I Directorate, DSCP-IBBC, 

DSN 444-4417.
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CATEGORY

FORCE READINESS:  N/A

MANUFACTURING, MAINTENANCE, AND REPAIR:  N/A
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SUPPLY OPERATIONS:

First Time Reported FY 02 ASA: 

J-3

Title: DLA Improperly Cancelled NSNs that the Air Force Coded with a Weapon System Designator Code (WSDC) as a Result of the Defense Inactive Item Program (DIIP):  DLA failed to follow procedures to coordinate with the Military Service weapon system program office cancellations of WSDC NSNs in accordance with DLA Manual (DLAM) 4140.2 and DLAM 4140.3.  Although no response or delete action is received from a Military Service  during DIIP, DLA procedures require additional coordination to ensure the NSN is no longer required.   

Functional Category:  Supply Operations

Pace of Corrective Action:


Year Identified:  FY 02


Original Targeted Correction Date:  FY 03


Targeted Correction Date in Last Year’s Report:  N/A


Current Target Date:  FY 03    


Reason for Change in Date(s):  N/A

Component/Appropriate/Account Number:  DLA/DWCF      $175,000.

Validation Process:  Validation will be accomplished by an Internal Review Audit

Results Indicators:  The annual DIIP will prevent NSNs with WSDC from being cancelled without coordinating with the Military Services weapon program office.

Source(s) Identifying Weakness:  DoDIG

Major Milestones in Corrective Action:

A.      Completed Milestones:

Date:

Milestones:

None
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B.     Planned Milestones (FY 03)

Date:

   Milestones:

October 2002
    Correct program criteria at DSCC to send the Item Manager WSDC NSNs  

                            proposed for cancellation

October 2002
    Test programming changes and export to other DSCs.

November 2002  Test program changes at DSCR and DSCP.

December 2002   Internal Review validation.

Status of Participating Functional Office/Organization:

J-3

Assured

DSCs

Assured

Point of Contact:  Brain Schutsky/J-3341/(703)767-2657.
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Previously Reported: 

J-3: 

Title: DLA Defense Inactive Item Program (DIIP) Has Flaws that Exclude Items for Review that Could be Deleted:  DLA was not taking timely actions to delete obsolete NSNs from its supply system.  The DoDIG recommends that NSNs WSDC not be excluded from the DIIP process because many of those items are obsolete; furthermore, the items that have been transferred should not be excluded if they have met the basic criteria of having been in the supply system for seven years.  DLA has partially concurred with the second part for logistics transfers within DLA, but DLA has promised the Military Services a continued level of support for two years following a logistics transfer.   

Functional Category:  Supply Operations

Pace of Corrective Action:


Year Identified:  FY 01


Original Targeted Correction Date:  FY 02


Targeted Correction Date in Last Year’s Report:  FY 02


Current Target Date:  FY 03    


Reason for Change in Date(s):  Pending Internal Review Validation

Component/Appropriate/Account Number:  DLA/DWCF        $175,000.

Validation Process:  Validation will be accomplished by an Internal Review Audit

Results Indicators:  The annual DIIP will include NSNs with WSDC and NSNs that have been transferred between DLA supply centers within the past two years.

Source(s) Identifying Weakness:  DoDIG

Major Milestones in Corrective Action:

A.      Completed Milestones:

Date:

      Milestones:

November 2001   Revised DIIP policy to include NSNs that were transferred between



     Centers provided they meet current criteria.

February 2002      Verified 01 DIIP has included NSNs with WSDCs.
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B.     Planned Milestones (FY 03)

Date:

Milestones:

October 2002
Internal Review validation.

Status of Participating Functional Office/Organization:

J-3

Assured

DLIS

Assured

Point of Contact:  Brain Schutsky/J-3341/(703)767-2657. 

CATEGORY

PROPERTY MANAGEMENT:  N/A

COMMINICATIONS AND/OR INTELLIGENCE AND/OR SECURITY:  N/A

INFORMATION TECHNOLOGY:  N/A

PERSONNEL AND/OR ORGANIZATION MANAGEMENT:  N/A
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COMPTROLLER AND/OR RESOURCE MANAGEMENT:

Reported for first time FY 02 ASA: 

J-3: 

Title:  Valuation of Inventories in the Defense Agency Standard Automated Materiel Management System (SAMMS), DoD Report D-2002-009, Project No. D2000FJ-0067.006:  The values assigned to inventories in SAMMS were not always accurate or substantiated.  In addition, contract folders were not/no longer available to enable tracing of procurement awards and prices recorded in the Agency’s automated material management systems back to these source documents (award folders) for a significant portion of the inventory values.  Correction of the inventory valuation weakness involves both:  (1) past buys and (2) future buys.  

Functional Category:  Comptroller/Resource Management and Supply Operations

Pace of Corrective Action:


Year Identified:  FY 01


Original Targeted Correction Date:  FY 05 


Targeted Correction Date in Last Year’s Report:  FY 05


Current Target Date:  FY 05


Reason for Change in Date(s):  DORRA encountered problems creating  

            program to analyze the issue.  BSM priorities.

Component/Appropriation/Account Number: 

Title
          Appropriation(s)
   FY 02       FY 03          FY 04            FY 05

Inventory

Valuation
DWCF

              $65,618     $56,508       $53,138
  $45,238

Validation Process:  DORRA and the supply centers will validate costs basis resultant from adjustments.  Deloitte and Touche (G & I) will review investment history for historical cost (the  Sampling Plan). 

Results Indicators:  Proper inventory values will have been calculated and used for inventory valuation.  

Source(s) Identifying Weakness:  DoDIG Report D-2002-009, Project No. D2000FJ-0067.006
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Major Milestones in Corrective Action:

A.
Completed Milestones:  

Date: 

Milestone:  

May 2002
DLA (J-89, with input from D&T) decide whether footnote disclosures will be included in DLA’s Financial Statements for FY 01 and subsequent years.   (DoDIG recommendation 3).
B.
Planned Milestones (FY 03):

Date:

Milestone:

October 2002  J-3 issue memo to DORRA, DSIO-MS, DSCC, DSCP, DSCR, and DDC to: 

(1)  confirm receipt of  DLA’s inventory valuation corrective-action plan, 

(2)  obtain inventory valuation problems to be corrected/avoided in the new (BSM) system,

(3)  disseminate guidance to assure prompt development, implementation, and maintenance at these supply centers of local quality assurance sampling procedures and

(4)  promptly return a copy of the planned procedures to J-3.  (DoDIG recommendations 1 and 2).
October 2002
DORRA create and run a computer program to identify missing and erroneous records of procurements in the Standard Pricing Master File (SPMF) for DLA’s BSM demo items (about 141,885 NSNs) plus the 3,153 NSNs from DLA’s FY 1999 statistical sampling plan, and the additional NSNs from DLA’s FY 2000 and 2001 sampling plans, and to produce a data stream of SAMMS transactions to record missing “awards” and effect other corrections as necessary into the SPMF.  (DoDIG recommendation 3).
October 2002
DSIO incorporate corrections into SPMF (in time for calculating

                        the FY 03 standard prices by existing and future systems).  

October 2002  Supply centers review the changes and report results to J-3.  (DoDIG recommendations 1 and 2).
October 2002
DSCP Subsistence verify the calculation of the LAC equivalent for their items included in the BSM demonstration items and DLA’s FY 99-01 statistical sampling plans, make any corrections necessary, and report the results to J-3.  (DoDIG recommendations 1 and 2).
October 2002
DORRA verify SPMF corrections were fully accomplished, determine, with DSIO, the need for any  process refinements and report results to J-3.  (DoDIG
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recommendations 1 and 2).
October 2002
J-3 provide to the DLA offices responsible for BSM (J-3, J-8, and J-6) inventory              valuation systemic/process problems in legacy systems identified for correction and which should be avoided in the new automated systems being developed.  (DoDIG recommendation 5). 

October 2002
DORRA rerun the SPMF computer program to assure that buys subsequent to the initial effort to correct missing and erroneous computer records of procurements in the SPMF for DLA’s BSM demo items and those from DLA’s FY 99-01 statistical sampling plans were correctly entered; and to produce a data stream of SAMMS transactions to effect any further corrections required.  (Financial BSM request).
October 2002
DSIO incorporate any such further corrections into SPMF (in time for calculating/updating the FY 2003 standard prices by existing and future systems).  

October 2002
DSCP Subsistence review the Impact of any buys since their aforementioned review on the basis cost for their items transferring to BSM, make any corrections necessary, and report the results to J-3.  (Financial BSM request).
October 2002
Supply centers review any such further corrections and report results to J-3.  (DoDIG recommendations 1 and 2).
TBD

DLA (J-89, with input from D&T) modify the DLA Inventory

                        Valuation Statistical Sampling Plan for FY 02 to include items transferred among DLA’s supply centers and forward list to DORRA and DSCP.  (DoDIG recommendation 3).
TBD
BSM will conduct an analysis between the BSM blueprint and the J-3 identified corrections during BSM Release 2 project phases.  (Recommended fixes and milestones may extend beyond FY 02).
October 2002
DORRA and DSCP complete assessment of  items in DLA’s FY 02 sampling plan items, report results to DLA (J-3 and J-8) and generate the formatted data streams necessary to accomplish any corrections.  (DoDIG recommendations 1 and 2).



November 2002  DSIO complete incorporation of corrections into SPMF and review results. 
                        (DoDIG recommendations 1 and 2).
December 2002  DORRA and DSCP verify corrections to SPMF and local systems were 

                        accomplished and report results to J-3.  (DoDIG Recommendations 1 and 2).
April 2003
DORRA complete automated assessment of  BSM Release 2 items (estimated 2 million NSNs).
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April 2003
DSIO complete incorporation of corrections into SPMF.  

April 2003
Supply centers review the changes and report results to J-3. 

April 2003
DSCP Subsistence verify the calculation of the Latest Acquisition Price (LAC), make any corrections, and report to J-3, the results of verification for their additional items that are migrating to BSM.  

May 2003
DORRA verify corrections to SPMF were fully accomplished and report results to J-3.

May 2003
DLA (J-89, with input from D & T) decide whether footnote disclosures will be included in DLA’s Financial Statements for FY 02 and subsequent years.  (DoDIG recommendation 3).
June 2003       DORRA rerun the SPMF computer program to assure that buys subsequent to the initial effort to correct missing and erroneous computer records of procurements in the SPMF for DLA’s BSM Release 2 items were correctly entered; and to produce a data stream of SAMMS transactions to effect any further corrections required.

June 2003
DSIO incorporate any such further corrections into SPMF (in time for calculating/updating the FY 04 standard prices by existing and future systems).

June 2003       DSCP Subsistence review the impact of any buys since their aforementioned review on the basis cost for their items transferring to BSM, make any corrections necessary, and report the results to J-3.

July 2003
Supply centers review any such further corrections and report results to J-3.  (DoDIG recommendations 1 and 2).
C.
Planned Milestones (Beyond FY 03): 

Date:

Milestone:

October 2003
DORRA and DSCP complete assessment of  items in DLA’s FY 03 sampling                                 plan items, report results to DLA (J-3 and J-89) and generate the formatted data streams necessary to accomplish any corrections.
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November 2003  DSIO complete incorporation of corrections into SPMF and Supply

                            centers review results.  

December 2003  DORRA and DSCP verify corrections to SPMF and local systems were

                           accomplished and report results to J-3.  

March 2004
   DORRA complete automated assessment of next BSM phase of items plus

                     items in DLA’s FY 03 sampling plan.  

April 2004 
   DSIO complete incorporation of corrections into SPMF; supply centers

                           review the changes and report results to J-3. 

April 2004          DSCP Subsistence verify the calculation of the LAC, make any corrections, and       

   report to J-3, the results of  verification  for their additional items that are

   migrating to BSM plus items in DLA’s FY 03 sampling plan.  

May 2004
   DORRA verify corrections to SPMF were fully accomplished and report results

                           to J-3.

May 2004
DLA (J-89, with input from D&T) decide whether footnote disclosures will be           included in DLA’s Financial Statements for FY 03 and subsequent years.   (DoDIG recommendation 3).
June 2004   
   DORRA rerun the SPMF computer program to assure that buys subsequent to 
the initial effort to correct missing and erroneous computer records procurements in the SPMF for post-BSM Release 2 items were correctly entered; and to produce a data stream of SAMMS transactions to effect any  further corrections required.

June 2004
 DSIO incorporate any such further corrections into SPMF (in time for
   calculating/updating the FY 05 standard prices by existing and future systems).

June 2004           DSCP Subsistence review the impact of any buys since their aforementioned  

 
   review on the basis cost for their items transferring to BSM, make any 

   corrections necessary, and report the results to J-3.

July 2004
   Supply centers review any such further corrections and report results to J-3. 
               (DoDIG recommendations 1 and 2).
October 2004     DORRA and DSCP complete assessment of  items in DLA’s FY 03 sampling 
                           plan items, report results to DLA (J-3 and J-89), and generate the formatted

   data streams necessary to accomplish any corrections.

                                                                         B-2-20

November 2004   DSIO complete incorporation of corrections into SPMF and supply centers 
                             review results.  

December 2004   DORRA and DSCP verify corrections to SPMF and local systems were 
                            accomplished and report results to J-3. 

Status of Participating Functional Office/Organization:  

J-3

Assured

J-89

Assured

DORRA
Assured

DSCP

Assured

DSCR

Assured

DSCC

Assured

J-88

Assured

Points of Contact:

Jerry Gilbart, J-337, (703) 767-1350 and Jerry Brill, J-89, (703) 767-7252.  
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COMPTROLLER/RESOURCE MANAGEMENT

J-8:  
Title:  Navy and DLA Retail System Interfaces.  A potential weakness was identified in the financial processes for implementing the National Level Inventory Initiative, and specifically, the transfer of Navy Retail inventory to DLA.  The risk to DLA is that the systems used by the Military Services are not compliant, that data cannot be properly interfaced with DLA systems, and the value of material transferred is not properly valued.  

Functional Category:  Comptroller/Resource Management

Pace of Corrective Action:


Year Identified:  


Original Targeted Correction Date:  FY 05


Targeted Correction Date in Last Year’s Report:  N/A


Current Target Date:  FY 05


Reason for Change in Date:  N/A

Component/Appropriation/Account Number:  Defense Working Capital Fund, 97X4930.  No funding is required specifically to resolve this weakness.

Validation Indicator:  Validation will be accomplished through testing of systems interfaces upon implementation of National Inventory Management Strategy (NIMS) pilots.  Validation is being accomplished by the DLA Financial Services, Systems and Control Group (J-85), the DLA Supply Operations, Program/Budget Group (J-83), the Business Systems Modernization Group (J-88), and DLA Logistics Operations (J-3).  

Results Indicators:  During early implementation of NIMS type arrangements, DLA assumed management of 2,600 NSNs of planeside support stock for our Navy customer at Naval Air Station (NAS) Lemoore as part of the National Level Inventory Initiative (NLII).  Since that time, this strategy has been formalized under the NIMS, and pilot test sites are being identified for each Military Service.  These pilot tests will use Service inventory management systems to manage (receive and issue) DLA-owned assets at Service locations.  Procedures must be established to ensure that materiel transferred to DLA is properly valued,  that inventory stored at Service facilities is under proper control, and that the information passed to DLA systems is complete, accurate, and reliable.  Because the information technology solution is different for each Service until the BSM Enterprise Resource Planning is fully deployed, operational business rules are being established for each NIMS pilot to address these issues.  These requirements are documented in each Memorandum of Agreement and will
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be incorporated in detail into the Business Case, Concept of Operations, and Business Rules for each Service NIMS pilot to ensure that DLA maintains asset and financial transaction visibility.    

Source(s) Document:  Other.  Internal evaluation.

Progress to date:  Working groups have been established for each Military Service NIMS pilot.  The working groups are establishing a Concept of Operations and Business Rules for each pilot, and these documents include extensive requirements for systems interface and support requirements.

Major Milestones:

Planned FY 03:

Date:
Milestone:

June 2003
Develop business rules regarding transfer and valuation of Military Service inventory to DLA.


Planned Beyond FY 03:  

September 2005  BSM is fully deployed and takes over full inventory asset and financial 
                            management of DLA-owned inventories at Military Service retail locations, 
                            where applicable.     

Status of Participating Functional Office/Organization:


DLA Financial Operations (J-8)

(I)
Assured


DLA Logistics Operations (J-3)
            (I)
Assured

Point of Contact:  Ms. Barbara Shaffer, DLA Financial Operations (J-83), 767-7234, email: barbara_shaffer@hq.dla.mil.
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J-8: 

Identified During the Current Period:

Title:  Reduce DLA Accounts Receivable (A/R) and Accounts Payable (A/P) to an acceptable balance.  Achievement is predicated on current prescribed due dates, deliverables being completed, documentation being available, and pending claims being settled.  

Functional Category:  Comptroller/Resource Management

Pace of Corrective Action:


Year Identified:  


Original Targeted Correction Date:  FY 03


Targeted Correction Date in Last Year’s Report:  N/A

Current Target Date:  FY 03

Reason for Change in Date(s):  N/A

Component/Appropriation/Account Number:  General Funds and Defense Working Capital Fund, 97X4930.  No funding is required specifically to resolve this weakness.

Validation Indicator:  J-8 will lead the Agency’s effort in a complete review of all balances greater than 90 days old.  Using February 28, 2002, data as a baseline, J-85 will determine and standardize the approach the field activity Financial Service Offices (FSO) and DFAS will use in the validation, collection, payment, update write-off, and close-out of over-aged balances.  An independent audit Agency, Deloitte and Touche (D&T), will validate the developed process.

Results Indicators:  DLA financial statements will more accurately reflect the true financial position of the Agency.  

Source(s) Document:  J-8 Review

Deloitte and Touche Assessment Report for FY 01 

Progress to Date:  Initiated action with DFAS Columbus to identify DLA customers with high dollar over-aged A/R and A/P balances.  Stratified A/R and A/P data by DLA activity to determine extent of review required.  Issued standard guidance to FSOs on review process and coordinated effort with DFAS Columbus and Charleston.  Reviewed A/R and A/P for supportability, validity and accuracy.  Coordinated effort with procurement or fund holder to modify, cancel, or amend obligation document to the amount actually owed to the beneficiary.  Collected, wrote-off, or closed-out supportable and valid A/R over 2 years old as of February 28, 2002, except those transferred to Debt Collection, OUSD(C), or the Department of Justice.  
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Established allowance accounts and evaluated annual estimate.  

Major Milestones:

A.  Milestones Planned for FY 03:

Date:
Milestone:

September 2003   Continue research on problem disbursements and collections to match



     against corresponding A/P and A/R.

December 2002    Review DLA activities that are exempt from portions of the review.

December 2002    Assess Agency progress to date.

December 2002    Issue Agency-wide guidelines for FY 03, to include the establishment of a

plan for liquidating valid overaged A/Ps, and the review of existing A/R and        A/P processes to identify areas for improvement. 

September 2003   Monitor and track A/R and A/P status through periodic reviews.

September 2003   Re-evaluate the estimates for the Allowance Accounts.

September 2003   Monitor DLA’s A/R and A/P at an acceptable level to include valid overaged 

                             receivables and payables.

B.  Milestones Planned Beyond FY 03:  None

Status of Participating Functional Office/Organization:



DLA Financial Operations 
(I)

Assured



DLA Field Activities
            (I) 

Assured

Point of Contact:  Karen Opie-Toler, J-85, (703) 767-6293, DSN 427-6293.

Email:  Karen_opie-toler@hq.dla.mil.








B-2-25

Reported in Previous Year’s ASA: 

J-8: 

Title: Inaccurate Reporting of Property, Plant, and Equipment (PP&E) Accounts on the Financial Statements of the DLA Business Activity Groups, of the Defense Working Capital Fund for FY 99 (D-2000-133).  The DoD Inspector General (DoDIG) found in their review of DLA’s financial statements that significant un-reconciled differences between the amounts of PP&E reported in its financial statements, the Defense Property Accountability System (DPAS), and the Defense Business Management System (DBMS).  This finding supersedes the audit finding first reported in FY 93.  It is an ongoing audit finding where progress is being made and subsequent audit findings will reflect the remaining outstanding issues.

Functional Category:  Comptroller/Resource Management

Pace of Corrective Action:


Year Identified:  FY 99


Original Targeted Correction Date:  FY 00


Targeted Correction Date in Last Year’s Report:  

Current Target Date:  FY 03

Reason for Change in Date(s):  Reason for the date change is as a result of systems problems that need to be fixed by the DPAS program office before J-85 can issue procedural guidance and subsequent implementation across the applicable DLA sites. 

Component/Appropriation/Account Number:  Defense Working Capital Fund, 97X4930.

PP&E is part of an on-going business process therefore it is not a special funding item.

Validation Indicator:  The DLA Comptroller Office and DLA Support Services are accomplishing Validation.  Validation is done through review and oversight to ensure that the PP&E owning activities update DPAS, maintain, and reconcile their records.  

Results Indicators:  DPAS property books reflect all accountable PP&
E and is reconciled with the accounting records.  

Source(s) Document:  DoDIG Report Number D-2000-133, May 20, 2000.

                                    Deloitte and Touche Assessment Report for FY 01. 
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Progress to Date:  

Identified records for Headquarters elements for input to DPAS or transfer to field activities.

Complete analysis on a monthly basis.
Provided guidance 

Major Milestones:

A.  Milestones Planned for FY 03:

Date:
Milestone:

October 2002      Ensure accuracy between DPAS and DBMS

December 2002  Ensure completeness by identifying necessary corrections that the activities
                            need to do that are incomplete and unreconciled by September 2002.

December 2002   Issue Integrated Facilities System (IFS) interface procedures to DPAS for all
                            DLA activities.

September 2003  Complete IFS real property interface to DPAS for all applicable DLA sites.

B.  Milestones Planned Beyond FY 03:  None

Status of Participating Functional Office/Organization:



DLA Comptroller

(I)

Assured



DLA Field Activities
            (I) 

Assured

Point of Contact:  Kimberly Naccarato, J-85, (703) 767-7207, DSN 427-7207. 

Email:  kimberly_naccarato@hq.dla.mil.
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Identified During Prior Periods:

Title:  Automated Systems Used to Prepare the DLA Working Capital Fund Financial Statements, Report No. 00-027, October 1999.  The DoDIG found in their review that insufficient information was available to adequately describe the current system environment and DLA did not adequately reflect the effect that the system and related control deficiencies had on DLA’s ability to prepare reliable financial statements.

Functional Category:  Comptroller and/or Resource Management

Pace of Corrective Action:  Corrective action for the Supply Non-Energy business will be phased in as BSM replaces critical DLA financial and feeder systems.  The BSM initiative will replace the integrated logistics financial legacy systems with an Enterprise Resource Planning solution in compliance with the FFMIA.  All DLA financial and feeder systems will undergo a “Y2K-like process” to oversee and monitor actions needed to ensure they meet federal financial management requirements.  Full implementation of BSM for Supply Non-Energy is planned for FY 05.

It is currently anticipated that other DLA businesses -- such as DESC, DDC, DRMS- will become part of the BSM or similar initiative at a later date.  DLA Information Operations (J-6) is currently developing a DLA enterprise architecture, which should address DLA’s overarching plan to modernize its business systems.  Until that time, J-85 will continue to identify and address specific system discrepancies as appropriate.  

Year Identified:  FY 00

Original Targeted Correction Date:  FY 03

Targeted Correction Date in Last Year’s Report:  FY 05

Current Target Date:  FY 05 for Supply, Non-Energy BSM (SAMMS, Defense Integrated Subsistence Management System (DISMS), DBMS/BOSS for Supply Non-Energy), TBD for other legacy systems.

Reason for Change in Date(s):  N/A

Component/Appropriation/Account Number:  Defense Working Capital Fund, 97X4930.

Title       Appropriation(s)     FY 02 
   FY 03          FY 04
   FY 05        Total

DWCF       97X4930             112.8M    218.0M     145.9M       69.7M    546.4M
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Validation Indicator:  Validation will be accomplished through oversight committees and independent audits by a Certified Public Accountant (CPA) audit firm.

Results Indicators:  Compliance with Public Law 104-208, FFMIA of 1996 and compliance with OMB Circular A-127, Financial Management Systems.

Source(s) Document:  DoDIG Report Number 00-027, October 28, 1999.




D&T Assessment Report, for the year ended September 30, 2001.
Progress to Date:  Initial system implementation supported approximately 75 percent of the functionality required as identified in the DLA Operations Requirements Document.  The Concept Demonstration (Release 1) was implemented in July 2002.  Prior to implementation an exhaustive review, including system test, was performed to ensure compliance with specific requirements in the FFMIA and OSD Financial Management Regulation (FMR).  DLA also ensured that previous DoDIG audit findings related to the ability to create auditable financial statements were addressed and corrected.  All review results were verified independently by Deloitte and Touche.  Joint Interoperability Technology Center is currently performing Initial Operational Test and Evaluation on the BSM effort as currently implemented. 

Major Milestones:  Phased approach to replacing critical DLA financial feeder systems under BSM and DoD Financial and Feeder System Compliance Process initiatives.

A.  Planned Milestones (FY 03)

Date:
               Milestone:

February 2003    Update of BSM blueprint to include some feeder system functional 

                            Requirement 

B.  Planned Milestones (Beyond FY 03)

Date:
                 Milestone:

September 2005   Have compliant financial and feeder systems fielded across DLA.

Status of Participating Functional Office/Organization


CFO Compliance J-89
(I)

Assured





Point of Contact:  Buz Sawyer, J-85, 767-7204, email buz_sawyer@hq.dla.mil (legacy systems) and Simone Reba, J-88, 767-7301, email simone_reba@hq.dla.mil.







B-2-29

Identified During Prior Periods: 

Title: Internal Controls and Compliance with Laws and Regulations for the DLA Working Capital Fund Financial Statements for FY 99.  DoDIG reported that there were internal control weaknesses in established DLA and DFAS processes, controls, and systems used to prepare the DLA financial statements. 

Functional Category:  Comptroller/Resource Management

Pace of Corrective Action:


Year Identified:  FY 00

Original Targeted Correction Date:  FY 03

Targeted Correction Date in Last  Report:  FY 05

Current Target Date:  FY 07

Reason for Change in Date(s):  The previous target date was self-imposed.  Currently, DLA has a strategic goal to pass the scrutiny of a financial audit by FY 07.  The current target date is consistent with that Agency goal. 

Component/Appropriation/Account Number: Defense Working Capital Fund, 97X4930. 

Title Appropriation(s)          FY 03      FY 04    FY 05       Cost to Complete     Total

DWCF   97X49
        $7.0M     $7.0M
   $7.0M         $21.0M                   $48.3 

Validation Indicator:  Both DFAS and DLA have on-going actions to improve the accuracy and reliability of DLA financial management information.  DLA has also implemented a business systems modernization effort to improve its automated systems, controls, and related business processes.  As a validation process for these actions, the DLA Audit Committee will direct the scope of our contract with a private sector CPA firm to independently audit the key business processes.  J-89 has developed a CFO Compliance Plan to track the reported deficiencies identified by the CPA firm, track actual progress against planned milestones, and report back to the audit committee on progress. 

Results Indicators:  Adequate results will be demonstrated by an unqualified audit opinion.  Progress towards improved financial data will be tracked quarterly as a Balanced Scorecard performance metric.  
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Source(s) Document:  GAO and DoDIG have conducted multiple reviews related to financial statement issues.  We have engaged the audit firm of D&T to perform external audits. 

Progress to Date:  DLA awarded an Audit contract to D&T in FY 00 to perform audit/assessment of the Supply Management Activity Group Balance Sheet.  In FY 01, DLA exercised option 1 of the D&T contracts to perform an audit/assessment of the DLA Consolidating Balance Sheet.  The D&T audit assessment report for FY 00 and FY 01 were distributed and the audit deficiencies/findings were incorporated into the DLA CFO Compliance Plan.  The FY 00 and FY 01 D&T deficiencies/findings are being tracked and reported through the DLA Balance Scorecard.  The DLA CFO Compliance Team has developed a draft One Book Chapter describing the DLA Compliance Plan Process.  The DLA Internal Review has developed a data repository of all audit follow-up findings for validation by external or internal auditors once deficiencies have been corrected.  The DLA Internal Review data repository will be use as a source for information for tracking deficiencies through the DLA Balance Scorecard.  DLA exercised option 2 of the D&T contract to perform an assessment of 10 focus areas.     

Major Milestones: 

A.  Planned for FY 03:

Date:
Milestone:

March 2003
Results of D&T audit of FY 02 financial statements.

March 2003    Implementation of the CFO Compliance Process  Book 

June 2003      CFO compliance plan will be updated to address outstanding problems identified 
                      in the D&T audit of the  financial statements.

B.  Milestones Planned Beyond FY 03:

Date:
Milestone

March 2004
Results of D&T audit of FY 02 financial statements.  

June 2004
CFO compliance plan will be updated to address outstanding problems identified
                        in the D&T audit of the financial statements.

Note:  Process of assessment and correction will continue indefinitely.

Status of Participating Functional Office/Organization:
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            DLA Financial Operations (J-8)
(I)
Assured


DLA Logistics Operations (J-3)
(I)
Assured


DLA Information Operations (J-6)
(I)
Assured


DLA Support Services (DSS)

(I)
Assured

Point of Contact:  Sheila Deal, J-89, (703) 767-6285, DSN 427-6285, sheila_deal@hq.dla.mil.
CATEGORY

SUPPORT SERVICES:  N/A

SECURITY ASSISTANCE:  N/A

OTHER (PRIMARILY TRANSPORTATION):  N/A
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   NARRATIVES FOR ALL MATERIAL WEAKNESSES CORRECTED DURING FY 02 

TAB B-3

CATEGORY:

RESEARCH, DEVELOPMENT, TEST, AND EVALUATION:  N/A
MAJOR SYSTEMS ACQUISITION:  N/A
PROCUREMENT:  N/A
CONTRACT ADMINISTRATION

J-3:  Title:  Standard Automated Materiel Management System Automated Small Purchase System (SASPS) Pricing:  In its report entitled “Buying Program of the Standard Automated Materiel Management System Automated Small Purchase System,” dated March 13, 2001, the DoDIG concluded that a material weakness exists because SASPS did not compete micro-purchases among vendors with a Blanket Purchase Agreement (BPA).  Instead, SASPS awards are rotated among qualified BPA vendors on a non-competitive basis.  The IG concluded that as a result, DLA was overcharged $1.2 million on the 4,105 SASPS purchases in the sample.

A Systems Change Request (SCR) was approved on January 2, 2001, to make SAMMS Procurement by Electronic Data Exchange (SPEDE) competitive and to re-host the system on a new database.  Pending implementation of the SCR, actions are being taken to mitigate the instances of suspected overcharging in SASPS.

Functional Category:  Contract Pricing

Pace of Corrective Action:


Year Identified:  FY 01


Original Targeted Correction Date:  FY 02


Targeted Correction Date in Last Year’s Report:  FY 02


Current Target Date:   FY 02    


Reason for Change in Date(s):  N/A

Component/Appropriate/Account Number:  DLA/DWCF  $1,200,000

Validation Process:  Validation will be accomplished by an Internal Review Audit.

Results Indicators:  Competitive solicitation procedures will be used in SASPS to ensure DLA receives fair and reasonable prices.

Source(s) Identifying Weakness:  DoDIG.
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Major Milestones in Corrective Action:

A.      Completed Milestones:

Date:

Milestones:

February 2002
SCR implemented.

April 2002
DSCR material weakness closed.

July 2002
DSCC material weakness closed.

October 2002
DSCP material weakness closed.

Status of Participating Functional Office/Organization:

J-3

Assured

J-6

Assured

DSCC

Assured

DSCP

Assured

DSCR

Assured

Point of Contact:  Amy Sajda, J-3, (703)767-1368 or DSN 427-1368.
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DSCP: 

Title:  Lack of Adequate Pricing Controls for SAMMS Automated Small Purchase System (SASPS I)
Functional Category:  Contracting

Pace of Corrective Action:


Year Identified:  FY 01


Original Targeted Correction Date:  May 2002


Targeted Correction Date in Last Year’s Report:  May 2002


Current Target Date:  Corrective action completed.  Awaiting physical verification by DSCP Internal Review Office.

Reason for Change in Date(s):  N/A

Component/Appropriation/Account Number:  Hardware/Metals Commodity Business Unit, DSCP-IA

Validation Process:  Physical verification will be completed by the DSCP Contract Integrity Office and the DSCP Internal Review Office.

Results Indicators:

DSCP has urged, in previous years, the approval of a systems change request to rehost SPEDE to a competitive system.  Approval of this change was finally granted, and the SPEDE Rehost system was deployed on January 28, 2002.  This new change replaced interim steps that had been implemented.  The change has enabled the SASPS I system to become competitive and has greatly reduced the number of suspected overpricing cases.  In addition, the need for the 30 percent mark-up allowance in the SASPS I system, cited in the DoDIG audit report, can be eliminated with competition.

Source Identifying Weakness:  DoDIG Audit Report No. D-2001-077 dated March 13, 2001, and MCP; Hardware Quality Management Plan (DSCP-01-20), dated May 31, 2001.
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Progress in FY 02:

Completed Milestones:  

DLA HQ directed up-front exclusion of first time procurements from SASPS I.
DLA HQ directed increased pricing parameters.
Adoption of DSCR’s Post Award Blanket Purchase Agreement (BPA) Audit Program.
Implementation of the Re-Programmed SPEDE.
Verification in the production environment.

Requested physical verification by DSCP Internal Review Office for closure of material  weakness.

October 2002      Certified as closed by internal audit.

Status of Participating Functional Office/Organization:

DSCP Contract Integrity Office (I)



Assured

Defense Systems Integration Office (DSIO) (X)

Assured

DLA-J (X)






Assured

Point of Contact:  Roger Dixon, DSCP (G&I), DSCP-I, DSN 444-3638

DSCR: 

Title:  Standard Automated Material Management System Automated Small Purchase System (SASPS) Pricing (DSCR-01-01).  In its report entitled “Buying Program of the Standard Automated Material Management System Automated Small Purchase System,” dated March 13, 2001, the DoDIG concluded that a material weakness exists because SASPS did not compete micro-purchases among vendors with a BPA.  Instead, SASPS awards are rotated among qualified BPA vendors on a noncompetitive basis.  The IG concluded that as a result DLA was overcharged $1.2 million on the $4,105 SASPS purchases in the sample.  A SCR was approved on January 2, 2001, to make SPEDE competitive and to re-host the system on a new database.  Pending implementation of the SCR, actions are being taken to mitigate the instances of suspected overcharging in SASPS.

Functional Category:  Contract Pricing      

3.  Pace of Corrective Action:



Year Identified:  FY 01

Original Targeted Correction Date:  

Targeted Correction Date In Last Report:  
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Current Target Date:  Completed

4.  Reason for Change in Date(s):  N/A

5.  Component/Appropriation/Account Number:  DLA/Defense Wide Working Capital Fund.
6.  Validation Indicator:  Certification was performed by DSCR’s Internal Review Office.  

7.  Results Indicators:  Competitive solicitation procedures were used in SASPS to ensure DSCR received and continues to receive fair and reasonable pricing.

8.  Source(s) Document:  DoDIG

9.  Progress to Date:  

--Systems Change Request USPHOO-004 was approved and funded to make SPEDE  

competitive and to re-host the system on a new database.

--All first-time buys were excluded from going through SASPS pending implementation

of the SCR.

--An improved pricing check was programmed into SASPS that rejected any quote that 

was more than 10 percent greater than the lowest price paid within the last 24 months. 

--The DSCR BPA audit program was exported to DSCC and DSCP for their use. 

Major Milestones:  Completed  

DSCC: 

Title:  Standard Automated Materiel Management System Automated Small Purchase System (SASPS) Pricing.

In the Report No. D-2001-077, entitled “Buying Program of the Standard Automated Materiel Management System Automated Small Purchase System” dated March 13, 2001, the DoDIG concluded that a material weakness existed because SASPS did not compete micro-purchases among vendors with a BPA.  Instead, SASPS awards were rotated among qualified BPA vendors on a non-competitive basis.  The DoDIG concluded that as a result, DLA was overcharged $1.2 million on the 4,105 SASPS purchases in the sample.

To address this deficiency, a number of controls were implemented.   Systems Change Request (SCR) USPH00-004 was approved January 2, 2001, to make SPEDE competitive.  Pending developmental completion of this change, as an interim measure, DSIO implemented USPH01-

014, SASPS I/SPEDE Improved Price Check Capability in June 2001.  This enhancement
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excluded all first-time buys from SASPS and included improved pricing checks to reject any quote more than 10 percent greater than the lowest price paid within the last 24 months.  Rejects are processed through the DLA Pre-Award Contracting System (DPACS) for competitive solicitation.  Lastly, effective April 2002, DSCC completed a planned phase-out of SASPS I/SPEDE, and now utilizes the Procurement Automated Contract Evaluation (PACE) application, which maintains tight controls with regard to pricing.  

Functional Category:  Contract Pricing

Pace of Corrective Action:

Year Identified:  FY 01

Original Targeted Correction Date:  March, 2002

Targeted Correction Date in Last Report:  April, 2002

Current Target Date:  N/A (Closed June, 2002)

Reason for Change in Date(s):  DSCC-DI Internal Review Validation completed June, 2002.

Component/Appropriation/Account Number:  DLA/Defense-Wide Working Capital Fund.
Title: Standard Automated Materiel Management System Automated Small Purchase System (SASPS) Pricing.    

Appropriation(s):  N/A :  No additional costs above routine staffing.

Validation Indicator:  

A DSCC-DI Internal Review of the PACE system was completed June 24, 2002.  DSCC does not use the SASPS Phase I system.  In lieu of SASPS Phase I, DSCC developed the PACE

program.  This audit reviewed the competition and price controls in PACE in light of the findings in the referenced DoDIG Report No. D-2001-077, cited above.  The audit objectives were to determine if the PACE program had adequate competition and if contracts awarded for small purchases through PACE are awarded at fair and reasonable prices.  DSCC-DI determined that the DSCC PACE provides for adequate vendor competition and fair and reasonable pricing.  PACE adequately addresses the DoDIG's concerns regarding vendor competition and fair and reasonable pricing in automated procurements.  This audit satisfies the requirement of the J-3 tasking for an Internal Review validation.
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Results Indicators:  

The programming logic in PACE specifically checks for price increases allowed during the previous twelve months, from any vendor.  The program further checks for price increases allowed to an individual vendor. DSCC-PCA conducts daily reviews of PACE awards to ensure compliance with the competition and pricing logic set forth in the PACE Program.  These reviews stratify PACE awards for both competition and fair and reasonable pricing.  A monthly report is prepared for DSCC-P and forwarded to applicable Directors in DSCC.  In addition to system programming controls, DSCC employs a "Second Look" team to review Purchase Requests (PR) rejected by PACE.  The Second Look team reviews PRs for:  competition, price reasonableness, Defense Contractor Review List and Item Manager cancellations.  If the Second Look team rejects the PR, it is sent to a buyer for manual award.  DSCC-PC has established a metric (60 days) to provide feedback (the monthly reports) to the DSCC Application Groups, to ensure that timely corrective action(s) can be taken if needed.  

Source Documents:  

DoDIG Report No. D-2001-077,  “Buying Program of the Standard Automated Materiel Management System Automated Small Purchase System” dated March 13, 2001.

Progress to Date:  Weakness has been corrected as described above.

Major Milestones:

Completed Milestones:

Date:

Milestone:

January 2001
Systems Change Request (SCR) USPH00-004 was approved and funded to make
                        SPEDE competitive and to re-host the system on a new database.

June 2001       DSIO Implementation of USPH01-014 SASPS I/SPEDE Improved Price Check 
                       Capability, excluding all first-time buys from SASPS pending implementation of 
                       SCR and inclusion of improved pricing check in SASPS that will reject any quote
                       that is more than 10 percent greater than the lowest price paid within the last 24 
                       months.

June 2001
DSCC adopted the DSCR BPA audit program. 

April 2002      Transfer of Phase I NSNs to PACE, to provide competition and subjection to
                       stricter pricing controls. 

May 2001
DSCC formalized use of post-award BPA audit procedures to monitor suspected 
                        overpricing by vendors.
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June 2002
DSCC Internal Review (DSCC-DI) validated closure of material weakness.

Points of Contact:  Ms. Renee Luebben, DSCC-BP, DSN 850-3353.  Ms. Susan Blanke, DSCC-BPA, DSN 850-2454, may be contacted regarding the overall DSCC MCP.

FORCE READINESS:  N/A
MANUFACTURING, MAINTENANCE, AND REPAIR:  N/A
SUPPLY OPERATIONS:  N/A

PROPERTY MANAGEMENT:  N/A

COMMINICATIONS AND/OR INTELLIGENCE AND/OR SECURITY:  N/A
INFORMATION TECHNOLOGY:  N/A

PERSONNEL AND/OR ORGANIZATION MANAGEMENT:  N/A
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COMPTROLLER AND/OR RESOURCE MANAGEMENT:

J-8: 

Identified During Prior Periods:

Title and Description of Material Weakness: Financial Process for Implementing NLII. Potential weaknesses have been identified in the financial processes for implementing NLII and specifically, the transfer of Navy Retail inventory to DLA.  (The remainder of this weakness pertains to ongoing information systems efforts and has been separately identified during this review period because the nature of the weaknesses are different and sufficient work has been accomplished to remedy  this portion of the weakness.)  

Functional Category:  Comptroller/Resource Management

Pace of Corrective Action:


Year Identified:  FY 00


Original Targeted Correction Date:  FY 01


Targeted Correction Date in Last Year’s Report:  


Current Target Date:  


Reason for Change in Date:  N/A

Component/Appropriation/Account Number:  Defense Working Capital Fund, 97X4930.  No funds were required to specifically address this weakness.

Validation Process:  Validation was accomplished by the DLA Financial Operations (J-83) and DLA Logistics Operations (J-3) through the establishment of NIMS Financial Business Rules.  These rules are documented in a J-83 Memorandum for the Record dated March 8, 2002. 

Results Indicators:  During early implementation of NIMS-type arrangements, DLA/DSCR inappropriately provided their fund cite to our Navy customer at NAS Lemoore for a one-time stock replenishment of 2,600 NSNs of planeside support stock, which DLA has taken over management of as part of the National Level Inventory Management Initiative.  An informal agreement was made between J-3, J-8, and DSCR to ensure that providing a DLA fund cite to a customer will not recur.  Since the formal inception of the NIMS, pilot sites have been identified and numerous other issues with potential financial impacts have been raised.  Subsequently, DLA J-8 prepared NIMS Financial Business Rules that are to be used as a baseline whenever a 

NIMS pilot is implemented.  These rules protect DLA from violations of policy, regulation or statute and/or from unplanned financial Impacts.  The rules are addressed in each Service NIMS pilot Memorandum of Agreement and will be incorporated in detail into the Concept of
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Source(s) Identifying Weakness:  Other.  Internal evaluation.
Progress to Date:  Corrective action has been completed.

Major Milestones:

Completed Milestones:

Milestone:

An informal agreement was made between J-3, J-8, and DSCR to ensure that fund cites will not be provided to customers without adequate formal policy and procedures in place.    

J-8 has prepared financial business rules and coordinated implementation procedures for the National Inventory Management Strategy (with J-3).

Working groups have been established for each Service NIMS pilot to develop Concepts of Operations and incorporate Business Rules to ensure full and complete asset and financial transaction visibility. 

Point of Contact:  Ms. Barbara Shaffer, DLA Financial Operations (J-83), (703) 767-7234, email: barbara_shaffer@hq.dla.mil.
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J-8: 

Description of the Issue:  Procedures used to Test the Dollar Accuracy of the DLA Inventory (D-2000 138).  The DoDIG found that the design and execution of the FY 99 sampling Plan identified material control weaknesses.  In their review of the FY 99 sampling process, they identified problems with physical count and summary procedures.  As a result of the design weakness in the plan, FY 99 sample results were not reliable.  The sampling plan did not cover about 30 percent of total DLA inventories; therefore, DLA could not use the results to assess the dollar value of the inventory balance reported on the financial statements.

Functional Category:  Comptroller/Resource Management

Pace of Corrective Action:

Year Identified:  FY 00

Original Targeted Correction Date:  FY 01

Targeted Correction Date in Last  Report:  FY 02

Current Target Date:  FY 02

Reason for Change in Date(s):  N/A

Component/Appropriation/Account Number: Defense Working Capital Fund, 97X4930. 

Title Appropriation(s)  FY 02-05   Cost to Complete  Total

DWCF   97X4930         N/A
            $0

Validation Indicator:  Validation was accomplished by D&T and the DoDIG when the sampling plan used to measure the dollar accuracy of DLA-owned material stored at the distribution  depots was statistically valid, properly designed, and executed and could be relied on to measure the dollar accuracy of inventories presented on the financial statements.

Results Indicators:  In FY 01, a sampling plan was developed which executed valid statistical sampling techniques and other procedures needed to measure the dollar value accuracy of inventories stored at the distribution depots.  D&T and the DoDIG evaluated the construction, execution, and reliability of this plan after fiscal year end.

Source(s) Document:  DoDIG audit report, “Procedures used to Test the Dollar Accuracy of the DLA Inventory,” June 1, 2000, (Report No D-2000-138).

Progress to Date:  Completed







B-3-12

Major Milestones: 

A.  Completed Milestones:

Date:
Milestone:

Sampling plan developed. 

Sample counts conducted with D&T observing the inventory counts and control processes. 

D& T developed database of  FY 00 year-end inventory for analysis for FY 01 sampling plan. 

Representatives of J-8, J-3, DORRA, and D&T agreed on recommendations in the audit assessment report, developing a revised FY 01 sampling plan.  This revised sampling plan addressed the weaknesses identified in DoDIG report No. D-2000-138. 

Coordinated revised FY 01 sampling plan with J-8, J-3, DORRA, and DDC for execution.

Executed sampling plan.

D&T’s audit of the design, execution, and accuracy of the FY 01 inventory was found to be adequate.

Point of Contact:  Mr. Jerry Brill, J‑89, (703) 767-7252, email jerry_brill@hq.dla.mil.
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DSS: 

Description of Issue:  Government Travel Card Program.  DSS-B conducted a review of the travel card program during FY 01.  It was determined that controls within the program were inadequate and impede DLA Support Services’ ability to assure that the travel cards are properly used and bills are paid in a timely manner.  In the FY 01 ASA, it was reported as a concern. Further research caused this to be considered a weakness.  Fortunately, the weakness was corrected and closed this FY.

Functional Category:  Comptroller and /or Resource Management

Pace of Corrective Action:


Year Identified:  FY 01


Original Targeted Correction Date:  April 30, 2002


Targeted Correction Date in Last Year’s Report:  N/A


Current Target Date:  April 30, 2002


Reason for Change in Date:  N/A

Component/Appropriation/Account Number:  DLA/Defense-Wide Working Capital Fund

Validation Process:  Program Management Review conducted FY 01

Results Indicators:  

Review of  all field hierarchies was needed

Visibility of  all cardholders needed to be ensured

Monitoring of  pre-suspensions reports needed to be conducted

Delinquency management procedures were not being followed

Source(s) Identifying Weakness: Internal Reviews 

Major Milestones in Correction Action:

August 28, 2001 
Memorandum on Travel Card Program Signed

September 14, 2001 
APC’s Monitor pre-suspension report

September 14, 2001 
APC’s follow delinquency management procedures in FMR VOL 9, CH3

September 14, 2001 
Delinquency report to command group

December 31, 2001 
Hierarchy Review and Clean–up
FY 02   

On going reviews and guidance to field activities

Completed Milestones:

Date:

             Milestone:

August 28, 2001           Memorandum on Travel Card Program Signed

September 14, 2001     APC’s Monitor pre-suspension report
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September 14, 2001      APC’s follow delinquency management procedures in FMR VOL 9,

                                      CH 3

September 14, 2001      Delinquency report to command group

Planned Milestones (FY 02):

Date:  

Milestone:

FY 02

On going reviews and guidance 

Weakness Closed

Status of Participating Functional Office/Organization:  Assured

Points of Contact:  Mr. John Guardiani, DSS-B (703) 767-7212, DSN 427-7212. 

SUPPORT SERVICES:  N/A

SECURITY ASSISTANCE:  N/A

OTHER (PRIMARILY TRANSPORTATION):  N/A
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MCP AND RELATED ACCOMPLISHMENTS

                                                                         TAB B-4

DLA MCP (REVISED) “HOW TO” GUIDE

Description of the Issue:  DLA’s managers/MC coordinators have indicated that it can often be confusing understanding how the MCP interrelates with other DLA programs and the roles and responsibilities of managers and all those involved in the process.  Many managers and coordinators, including those who attended the USDA sponsored MC training in DLA during 

FY 01, brought up this issue. 

Accomplishments:  The DLA MCP “How To’ Guide,  was updated.  This update includes some significant changes to help illustrate and explain roles and responsibilities and how the MCP “compliments” or interrelates to other DLA programs for the common goal of supporting the warfighter.

DLA MANAGEMENT CONTROL TRAINING 

Description of the Issue:  DLA had a DLA-wide contract with the Graduate School, USDA, to provide management control training classes for managers and MC Coordinators/Monitors during FY 01.  Since then, new managers and others have been assigned MCP responsibilities and need the training  customized to meet DLA’s program requirements.  DLA is no longer under contract with USDA and has been exploring various solutions, including “in-house” solutions to meet these training requirements.

Accomplishments:  DLA MC team members developed a MC course that was team-taught at DLA HQ during June 2002 for new MCP Managers.  The goal was to make the course useful, interesting, and relevant to DLA.  It incorporated the most relevant Federal guidance, web sites, DLA samples and guidance, and some real-life examples/news stories of both good and bad controls.  Students provided enthusiastic and positive evaluations indicating that they had gotten some excellent tools they could use right away to help them explain the program requirements to managers and others in their organizations.

NEW MCP ASSESSMENT LETTER FORMAT AND GUIDANCE

Description of the Issue:  Assessment letters prepared by control objective managers have often not provided the basic information needed by internal and external auditors to determine if  controls are adequate in various functional areas.  Revised format and guidance were needed to help managers prepare their assessment letters and to know what information needed to be included.

Accomplishments:  DLA MC team developed a new assessment letter format for use throughout DLA for Control Objective Managers to submit all future assessments.  It is anticipated that this should save time and money for both managers and auditors since much of the basic information needed by auditors/reviewers should now be included in these assessment letters.  DLA MCP Manager has since recommended that DSCC’s new assessment letter format be used throughout
DLA for guidance and submission of FY 03 assessment letters.   
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BUSINESS SYSTEMS MODERNIZATION (BSM)

Description of the Issue:  The DLA recently implemented the first release of BSM, designed to improve business practices and replace aging legacy systems with COTS software for supply chain management.  The software is compliant under the Federal Financial Management Improvement Act.  BSM is expected to cut costs, eliminate mistakes, and reduce the time it takes to fill orders.  A representative cross-section of DLA’s product lines is included in the initial release.

Accomplishments:  The first limited fielding called “concept demonstration” began processing customer orders on August 1, 2002, using BSM tools and re-engineered processes for 170,000+ selected items.  The Agency will bring the balance of its products into the BSM system by 2005.  Concept Demonstration provides DLA the opportunity to test the re-engineered processes and configured software in action.  Questions or issues that need to be worked will be discovered prior to full implementation on the 4.6 million items managed by DLA.

ASSET MANAGEMENT PROGRAM

Description of the Issue:  Internal component review recognized deficiencies in determining accurate hardware and software inventory control procedures. 

IA PROGRAM 

Description of the Issue:  Internal component review recognized the need for improved IA security and control measures.

	Accomplishments:  DLA has implemented a robust IA program using an enterprise approach.  An enterprise Firewall and Intrusion Detection Management Infrastructure is being planed for Enclave Boundary Protections, Public Key Infrastructure, Network Defense, Access Controls, IA Architecture, IA Training, and Certification and Accreditation to meet DoD and Industry Standard best practices are being implemented.  All DLA systems, networks, and web sites have been evaluated for certification and accreditation. 


IMPROVING ORGANIZATION PROCESSES 

Description of the Issue:  J-64, Enterprise Business Systems, utilizes DLA MCP improvement guidance to ensure proper management controls are in place.  
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Accomplishments:  To improve MCP compliance, J-64 had a 3 day on-site training course provided by Software Engineering Institute that introduced the Capability Maturity Model-Integrated Model (CMMI) and its fundamental concepts.  The course provided guidance for improving an organization’s processes and ability to manage the development, acquisition, and maintenance of products and services.  The course described a framework that organizations can use to determine their ability to develop and maintain systems and is a model for organizational improvement.  Introduction to the CMMI places proven practices into a structure that helps the organization assess its organizational maturity and process capability, establish priorities for improvement, and guide the implementation for the improvements.

ONE BOOK CHAPTER 

Description of the Issue:  DLA ONE BOOK Procedures:  DLA is developing a “One Book,” which will provide a “one stop” internal guide for all DLA processes.  This will provide standard operating procedures for all major DLA processes and should, therefore, improve management control over those processes.

Accomplishments:  During FY 02, DLA personnel drafted One Book chapters on all applicable programs.

MONTHLY REVIEW AND ANALSIS IMPROVEMENTS

Description of the Issue:  Monthly Review and Analysis Improvements:  During FY 02, J-8 institutionalized new procedures for reviewing, analyzing, and reporting execution data against budget plans.  These procedures include the use of a new DFAS tool, which allows quicker and more reliable access to official accounting records/reports vice the use of data submitted by field activities.

Accomplishments:  By using this tool, On Line Report Viewer, J-8 analysts are able to access official accounting data for monthly analyses several weeks earlier than previously possible.  Timely data is essential to maintaining effective fiscal control of resources.  Early reporting of areas of concern to DLA management is necessary to ensure quick resolution of potential problems.  Additionally, the reviews were expanded to include bringing in field 

commanders/comptrollers to brief the DLA Director and Corporate Board (J-3 field activities) or Comptroller and Chief Information officer (CIO) (J-6 field activities) on a quarterly basis.

PROGRAM OBJECTIVE MEMORANDUM (POM)/ BUDGET FORMULATION PROCESS

Description of the Issue:  Due to the continuing requirement to submit a combined POM and Budget Estimates Submission (BES) this year, we have continued to work within J-8 to streamline, coordinate, and combine the two processes into one.

Accomplishments:  The J-8 management team met to develop a coordinated schedule to ensure submissions were made on time and were consistent between the POM and the BES.  There were 

also concurrent mid-year, POM, and BES negotiations with headquarters organizations and field
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components and combined reviews of the submissions with the J-8 and Business Office analysts. These combined reviews ensured consistency between the two submissions and improved the accuracy and justification of the BES.  Additionally, the DLA Investment Council was established as a principal DLA forum to review, evaluate, and approve enterprise initiative investments.  As part of the BES/POM process, members from J-8, J-6, and J-3 reviewed and evaluated initiative Business Case Analysis/Economic Analysis (BCA/EA) and made funding recommendations to the Investment Council. J-8 also worked in conjunction with J-6 to prepare all IT exhibits and ensure exhibit consistency in terms of narrative and funding.  

POST INVESTMENT ANALYSIS (PIA) PROCESS

Description of the Issue:  J-8 has collaborated with J-6 to ensure the post investment analysis requirements mandated by the FMR were incorporated in the J-6 portfolio management guidance.  

Accomplishments: J-8 sent out PIA preparation guidance and a list of all capital investments that require a PIA to the J-6 and DSS business areas.  To date, J-6 and DSS provided J-8 with PIA points of contact, have developed a PIA schedule and are in the process of executing it according to plan.

ACCOUNTS RECEIVABLE AND ACCOUNTS PAYABLE PROCESS

Description of the Issue:  In March 2002, J-8 issued standard Agency-wide guidance on the review process of Accounts Receivables (A/R) and Accounts Payables (A/P).  This aggressive review, closely coordinated with the DFAS, included validating the accuracy and supportability of receivable and payable balances through a phased-in approach.  

Accomplishments:  As the first initiative of its kind,  the review has identified areas for process improvements and has resulted in the collection, payment, update, write-off, and close-out of over-aged balances.  One process improvement included the establishment of an Allowance Account, DLA-wide, to comply with DoD Finance Management Regulations and reporting in the Chief Financial Officer Annual Financial Statement.   As an on-going process, DLA will assess the progress made through and determine the approach for continuing reductions in FY 03 to reach an acceptable level of A/R and A/P balances.   

ENSURE FMR AND DOD FUNDING POLICY COMPLIANCE

Description of the Issue:  J-8 performed a management control review to assess the effectiveness of current management controls in ensuring that DLA complies with the FMR and other DoD funding policy guidance.  While controls were determined to be effective, some improvements were instituted.

Accomplishments:  To improve FMR and DoD funding policy compliance, J-8 has:  (1) drafted a DLA One Book chapter describing the budget formulation process, (2) provided support and recommendations to the newly established DLA Investment Council, which has been established 

to review investment options and recommend investment strategies/decisions, (3) participated on a team which reviewed the existing formats used for BCA/EA and developed a standard format,
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and (4) reviewed Supply pricing policy to ensure compliance with applicable regulations pertaining to out of cycle price changes.  

ENUSRE PROPER EXPENDITURE OF DLA FUNDS

Description of the Issue:  J-8 performed a management control review to assess the effectiveness of current management controls in ensuring proper expenditure of DLA funds.  While controls were determined to be effective, some improvements were instituted during .

Accomplishments:  To improve control over the proper expenditure of DLA funds, J-8 has:  (1) drafted a DLA One Book chapter describing the budget execution process;  (2) institutionalized new procedures for reviewing, analyzing, and reporting actual data against budget plans; and (3) expanded financial reviews to include bringing in J-6 field activities to brief the Comptroller and CIO on a quarterly basis.  

IMPROVEMENTS IN CASH ADMINISTRATION

Description of the Issue:  DLA is the cash administrator for the Defense-Wide Working Capital Fund (DWWCF) and, as such, is responsible for monitoring DWWCF outlays, assessing the impacts on the fund balance, reporting to the OUSD(C) Revolving Funds monthly on the current cash balance and outlay execution, and recommending corrective actions to improve the cash position of the fund.  The DoD goal is to maintain a target cash balance sufficient to provide for 7 to 10 days of operational disbursements and 4 to 6 months of capital disbursements.  
Accomplishments:  Cash Administration continues to be the focus of improvements.  As part of the Cash Management Improvement Plan, J-8 has:  (1) conducted cash workshop refreshers at a number of lead centers, (2) written an extensive revision to the Cash Handbook, (3) re-engineered the monthly report to OSD(C) on cash execution to provide more pertinent information in a clearer format, and (4) participated on teams to:  (a) improve cash management practices Department-wide and (b) improve fuel forecasting techniques, which may result in a great benefit to cash administration, since fuel price variances can cause the largest 

FINANCIAL PROCEDURES FOR NATIONAL INVENTORY MANAGEMENT 

Description of the Issue:  DLA and the Military Services are working to transition portions of the Service’s retail activities to DLA.  It is essential that standard financial/business rules be implemented to maintain fiscal integrity during these transfers. 

Accomplishments: During FY02, J-8 prepared NIMS Financial Business Rules to be used as a baseline for NIMS pilot site implementations.  These rules protect DLA from violations of policy, regulation, or statute and/or from unplanned financial impacts.  Financial Business Rules are addressed in each Memorandum of Agreement with the Services and have been incorporated in detail into the Concept of Operations and Business Rules for the pilot projects that are currently underway.
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GENERAL COUNSEL INTERNAL MANAGEMENT CONTROL
Description of the Issue:  Field Activity Offices of Counsel are required as a matter of policy to have management controls built into the methods and procedures by which organizational goals and objectives are carried out, mission responsibilities are fulfilled, and Government resources are protected against waste, loss, unauthorized use or misappropriation.  Field Offices of Counsel have clear guidelines for the establishment of internal controls and internal management control reviews, guidelines that are published in a DLA DG  publication:  Internal MCP, DLSA P4, March 1987.  Within the guidelines, each DLA Field Activity Office of Counsel establishes its own controls and conducts its own assessments and management reviews, because each local office environment is unique.

Accomplishments:  In addition to publishing procedural guidelines for the administration of internal MCPs, DLA General Counsel has other policy and procedural publications.  The purpose is to ensure broad-based understanding of fundamental operating policies and procedures pertaining to significant functions and programs.  Having clear policies and procedures that do, in fact, effectuate organizational goals and objectives and ensuring that policies and procedures are clearly communicated are fundamentals of an effective internal MCP.

Other tools utilized by the General Counsel for ensuring effective internal controls include the DG Review and Analysis (R&A) and the General Counsel Review (GCR).  The purpose of the R&A is to ensure periodic measurement of DG-wide effectiveness in supporting the DLA strategic goals.  Regarding this process, the Command Counsel at the Headquarters and the 

Field Activity Counsel brief their recent accomplishments in support of specific DLA strategic goals.  Goal impediments and concerns are also reported and dealt with at the R&A.  This mechanism provides focus, visibility, and accountability for goal-based results.

The GCR is a process by which the General Counsel visits the field activity offices of counsel, assessing strengths and weaknesses and overall effectiveness.  Based on his review of the individual offices, the General Counsel is then able to assess the effectiveness of the legal system, as a whole.  The outcome has been favorable.  All of the field offices are performing well in the key mission areas of advice and counsel, representation, and fraud remedies and ethics program management.  No material weaknesses have been identified. 

CONVERSION TO DEFENSE STANDARD PROCUREMENT SYSTEM 

Description of the Issue:  DSS has totally converted to PD2 (the Defense Standard Procurement System) which has not only structured a more consistent numbering of contractual documents, and better control of the assigning of workload, but has better structured the look of the documents itself.  This gives DSS-OC  better control as to the implementation and administration of any contract.
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Accomplishments:  More stringent requirements of training for Contracting Officer’s Representatives and Contracting Officer’s Technical Representatives (COR/COTR) has been upgraded to include that all certifications be on file prior to any COR/COTR being placed on any contract.  The listing of all COR/COTR is kept electronically.

IMPLEMENTATION OF THE STATEGIC MANAGEMENT SYSTEM (SMS)

Description of the Issue:  DLA Corporate Planning office implemented the SMS during FY 02.

Accomplishments:  This system provides an overarching approach to managing the Agency’s assets.  It consists of the DLA Strategic Plan (focusing on long-term outcomes), the DLA Balanced Scorecard (emphasis on identifying the strategies necessary to transform the Agency in the mid-term), the DLA Corporate Business Plan (highlighting the investments and actions necessary to execute DLA strategies, realize objectives and the benefits of specific actions in the near term), and quarterly R&A meetings (examination of operational results to provide the feedback necessary to adjust plans  and objectives to meet customer requirements). Implementation of the SMS will improve efficiency of the Agency operations and responsiveness to external customer needs.

DLA STRATEGIC PLAN
Description of the Issue:  The 2002-2007 DLA Strategic Plan was approved by the DLA Corporate Board, February 19, 2002.  

Accomplishments:  The plan identifies what must be done to support DLA’s customers and partners as well as guidance on what DLA must do to transform itself in addressing strategic and critical issues facing the Agency.  The plan consists of 4 goals, 13 strategies, and 39 objectives. 

The four goals also represent the four perspectives in the DLA Balanced Scorecard. The DLA Strategic Plan is designed to meet the criteria established in section 306 of the Government Performance and Results Act (GPRA) of 1993. 

DEFENSE DISTRIBUTION MCP

Description of the Issue:  The DDC Internal Review Office recommended that the MCP plan include an objective dealing with Transportation Management and Customer Service and Order Management.

Accomplishments:  As a result of the Audit of the Transportation Shipping and Billing Practices at Defense Depot Oklahoma City, OK, Audit Report Number DDC 02-01, and in order to improve the MCP, DDC J-8 formulated and conducted an assessment on Transportation Management and Customer Service and Order Management.  This action resulted in an objective and controls added to the MCP.  This has enhanced the Agency’s awareness to include or consider all mission essentials areas in future MC plans.
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FINANCIAL LIABILITY INVESTIGATION OF PROPERTY LOSS (FLIPL PROGRAM) 

Description of the Issue:  The FLIPL Program at the DDC and its depots was not being enforced.

Accomplishments:  During FY 02, the FLIPL Program was lifted off the ground at DDC and its depots.  Financial Liability Program Coordinators were appointed at each of the depots, and DDC J-8 conducted training via telephone, video teleconferencing, e-mail, and other 

correspondence, as well as face-to-face.  DDC J-8 reviews and analyses quarterly reports of

FLIPLs performed, tracking trends.  Recently identified was the lack of clear appeal guidance for employees found liable.  Without such an appeal process and an opportunity for such an appeal, DFAS will not withhold money from an employee’s pay.  This issue is being worked.  

A-76 COMPETITIONS 

Description of the Issue:  As a result of cost comparisons conducted under A-76 during FY 02, DDC made decisions to contract out operations at three more of its Distribution Depots.  Decisions were made to retain the work in-house at two other depots.

Accomplishments:  Defense Distribution Depot Cherry Point, NC, and Defense Distribution Depot San Diego, CA, were contracted to Labat-Anderson.  It should be noted that as of this writing the decision at San Diego is under appeal.  Defense Distribution Depot Hill, UT, was contracted to EG&G.  Operations at Defense Distribution Depot Richmond, VA, and Defense Distribution Depot Albany, GA, were retained in house with associated savings.  These decisions bring the total amount of savings so far for the A-76 program to $176.9 million.

CONSUMER LEVEL PROTECTION SUPPORT 

Description of the Issue:  The DDC has embarked on a program to push wholesale stock to the customers’ shelves.  This program will expand DLA’s supply chain ownership, reduce inventory investment, and provide Time Definite Delivery through stock positioning, asset tracking, and pipeline visibility.

Accomplishments:  DDC has entered into a 12-month test and evaluation partnership with the Navy for forward positioned items at NAS Sigonella with 8,900 items transferred from Navy ownership to DLA.  

Another test is about to get underway to measure the capabilities and efficiencies of this program using support of Marine Corps units at Camp Lejeune.  

A joint Integrated Process Team has been formed to look at DLA ownership of non-Army managed items at an Army base to be determined, with the potential to be rolled out to other locations.   
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THEATER DISTRIBUTION PLATFORMS (TDP)

Description of the Issue:  DDC has optimized theater distribution by forward items with frequent overseas demand at the associated TDP.  

Accomplishments:  DDC has stocked weapons systems items with 6 hits or more per year for the European theater at its Depot in Germersheim, Germany, (DDDE).  Over the year, the number of items stored at DDDE has risen from 2,451 to over 26,000.  

In addition, DDC supports all services located in Japan, as well as operational clothing for units stationed in Korea, from its TDP in Defense Depot Yokosuka, Japan, (DDYJ).  Recent expansion added 3,000 more high demand items to the DDYJ inventory, bringing the total to 16,700.
Benefits include reduced Customer Wait Time, reduced dependence on strategic airlift, and increased customer readiness.

DEVELOPMENT AND IMPLEMENTATION OF DISTRIBUTION PLANNING AND MANAGEMENT SYSTEM (DPMS)

Description of Issues:  Currently, there is a lack of integration within the supply chain.  New sources of supply are creating additional pipelines within the supply chain that lack visibility and create challenges for DLA and it’s customers for in-transit visibility, time definite delivery, and the ability to plan receiving and maintenance operations.  In addition, much of the freight moving through the supply chain is not under control of one organizational unit.  There is no coordinated strategy for movement, resulting in many discrete flows of product, which is costly in terms of transportation labor and inventory.  

Accomplishments:  The DPMS Program Office has been “stood-up” at the DDC.  The Program received Milestone A Decision Authority from the HQ Program Executive Office at the last In-Process Review held in June 2002.

The Functional Requirements Document was signed by Brigadier General Gainey on 
September 20, 2002, and sent forward for HQ DLA J-3 signature. 

An Acquisition Strategy Plan has been developed and a Request for Quote (RFQ) has been developed and is in draft form for review by the Acquisition Team.  DPMS remains on target for having an RFQ on the street in mid-November 2002.

INTEGRATION OF GSA FREIGHT INTO DEFENSE DISTRIBUTION DEPOT SAN JOAQUIN CA (DDJC)

Description of Issue:  The GSA move of its west coast storage facility into space at DDJC.

Accomplishments:  DDC has negotiated a partnership with GSA whereby GSA will move its west coast storage facility into vacant warehouse space within the fence at DDJC.  This project will provide immediate movement of GSA items destined for Pacific customers into the DDJC 
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Container Consolidation Point by eliminating the need to truck the material from its current site at Rough and Ready Island.  

MATERIAL PROCESS CENTERS

Description of Issues:  Resolution of multiple handling of shipboard deliveries.

Accomplishments:  In the past, material destined for shipboard delivery was sorted at the Distribution Depot only by Department of Defense Activity Address Code (DoDAAC).  Because ships contain multiple storerooms, this material had to be sorted again, by sailors on the dockside, so that it could be effectively received and stowed aboard ship.  The DDC has implemented Material Processing Centers at its sites collocated with Navy ports.  This program frees sailors from the need to sort the material and allows them to perform other core functions, thereby increasing readiness.  

DDC personnel provide materiel cross-docking and sortation functions to properly consolidate incoming shipments according to the customers’ needs, along with a shipment manifest.  This program improves the Navy’s receipt process, increases materiel accountability, and improves manpower resource allocation.  In addition, DDC personnel remove over-packaging to reduce onboard waste.  

During FY 02, this program was implemented at six Navy sites – DDNV, DDDC, DDJF, Defense Depot Puget Sound, WA, (DDPW), Defense Depot Pearl Harbor, HI, (DDPH), and DDYJ.   
UTILIZATION OF RESERVE FORCES

Description of Issue:  The use of Reserve forces by DDC 

Accomplishments:  During FY 02, DDC utilized reserve forces for more than 72,000 man-hours.  Reserves are used for contingency operations, surge, and planning support.  Organic assets to accomplish these tasks are provided by Navy Distribution Operations Team teams, Army Individual Mobilization Augmentee (IMA), and Air Force IMAs.  Non-organic support comes from Reserve Support Commands and is primarily used to assist Distribution Centers affected by      A-76.  The use of Reserves supports DDC’s capabilities and also increases the reserve units’ readiness.

DSCC  AUDITS, INSPECTIONS, REVIEWS – COMPREHENSIVE LIST

Description of the Issue:  Prior to FY 02, no DSCC office or individual was aware of all the various internal/external audits and reviews, staff reviews, management control reviews, etc. being conducted at DSCC.  A more effective means of consolidating this information was needed to more quickly answer questions regarding adequacy of controls by auditors, DSCC Command and others.

Accomplishments:  The DSCC MCP Manager (DSCC-RAP) coordinated with the Internal Review Office (DSCC-DI) to develop a comprehensive listing of all known or anticipated audits, 
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inspections, reviews conducted at DSCC.  The purpose of the listing (and keeping it current) is to keep DSCC Command/management better informed of reviews being conducted at DSCC, to ensure a more comprehensive evaluation of controls, and to avoid duplication of effort.  We asked all managers to submit this information for inclusion in a comprehensive listing that would be made available to all managers and to auditors, as needed.  This was the first time DSCC had compiled such a listing so we plan to update the listing for FY 03 and to survey managers to determine its usefulness to them. 

