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REGIONAL OFFICE
ROOM 7054, FEDERAL BUILDING
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092918
Keval Supply Center LM

San Diego, California 92131
Dear Sir:
Ve thought it would be useful to swmarize the observations

arilsing from our recent look at sclectedfaspects of the developmend
of the accounling systen for opecrations at the Naval Supply Center

{3ag), Son Diegef/ Our work at NSC was part of a nationwide survey

by the General Accounting Office of the development of Department
of Defenge (DOD) accounting systems for operations.

We ldentified several mabtiers relating to the accownting cysbam
wnich we believe are in need of further consideration at the heade
quaruers level. Thsese observations which were discussed with nenbers
of your stafl have been provided to our Woshingion staff, and the
action taken or to be taken is indicated in each insitance. In
addition to the broader iscues, we also noted several matiers that
can be resolved locally, which ars set forth beginning on page k.

PERFPORMANCE MEASUREMENT

In inquiring into the use of work measurements wnits ascociated
with the accounting systenm for operations, we became aware of %he
effort undertaken at NGC to develop a better basis for measuring
performance at the activiity level than is provided by present
performance measurement systems. We wore informed by NSC departmont

- and division managers that work measurcncent uwniis established for use

with the accounting sysiem were in some cases inadequate for evaluating
performanca.

To meet its needs, NSC is developing a Labop Cost Manggcment
Report (LGMR) based on Defense Integrated Management Bngineoring

- System (DIMES) man~hour performance daba, which would compare budgeted v

dollars with earned and actuzl expendiftures. Purther refinements,
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C In & letter to the Assistant Cecvetary of the Navy {Mnencial
' Monagement), dated October 29, 19509, owr Cffice iuformed hinm of the
- Getaile regnrdine the magnitude o Lhae problem and information relatwe
dng to the proviously stabted older sive. A copy of this letier wag
. provided o your Compiroller durding our SUrvey.

A CLATE RROTTET OF THE §Y 1970

s
Uit iy Duiiray

SR In the latber to the fssistant Scoreltory we also informed hin

' Want as of Cebobor 1h, 1969, 1ISC had not recelved its FY 1970 oncraiing
budgeb. Ve stated thabd the wbtinmely receipt of this operating budpet
resahben fn on inebility to compara actual and budreted omponsez, and
workdload plan and performance. Ve more cubosequantly informed that the
Singd vordicn of the operating budget was not reccived by NSC wntil

.. Aordl 1, 3970,

ACCATTRTNG PROCIIURES Rrram
NS PR P e A EAPELraSaaten
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e inguired into two feaituroy of the accowmbing sygbtom related
to material requisitionsd from other supply activities; namoly, the
unfillcd roquisition {UR) concept in which funds are not oblipated

, Cwavdl g requlgition ig £illed, and sccondly the wse of the date
nisoerial i dromped fronm the inventory (DFL) of the swply aciiviy
ag the baols Lfor recording an obligation and expumse.

e fownd that the we of the IFI date may resuld in some nise
seldng of erpenses o perdod, beeausa of the lap betwecn the DT
¢ and receipt of the materdial at the Canter. In additicn, the use
L the TFT dote for oblipnting funds for UR's resulits in an wiecriainty
&3 W ths sbatug of available funds, due fo lag in the receiplt of
information on the IFI date.

Cur Vachingbon staff is working cooperatively with the Office
of the Assistant Secretary of Defuse {Copiroller) in an effort
to clarify the basie DOD Ingstyuction for obligations for material
W be delivored fram Jocsl stock fund outleba.
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. NEC provides adrinlstrative support to four small unlils at

the Center. Milldory percomel cogls rcolated Yo Guo undis are
included in NSCG's cperating budret, whoreas thelr civilian labor
cogts aro not. Furtheraore, although thelr fwnctions ave similar
in nature, the militory porsonncl costz of the other twoe walls are
not inciuded in the NSC operating budgmeb. Although the nunber of
cdilitary porsonnel and cogcts involved at MSC are ralatlvely minor,
wo belleve that the lnconcistont treatment in budgeldang and accounte
ing for the small wiiis moy result in a2 more significant distoriion
cof coste of operation of other Navy activities.

- em W W

In addition to the above matbers, we noted that improvemanls
were possible dn cortain of vhe practiccs beling followed at NSC.

Cur observatlons relatdng to these possible inprovarents are ey
gurmarized below.

MILITADY LAROR DISTIIDUTION PROCFDURES

Tae cogt of military persomnel at NSO is dlstribubed wonthly
baged on the on-board nilitary persommel strenpgth at the first of
eaca month and stendard military rate tebles. NAVIO P-300S5 provides that
the coot of military peirsonncl on tormporazy additional duty (TAD)
ascicanonts will bo disiributed to the functional/subfunciional cabegory
end cost accownt in which the services are performed alt the activity
vocoiving the bonuefit of the sewices. Ve found that at the tdme of
ur survey NSC distribuied costs related to persomel on TAD assigmmonts
to military absence cost accounts without regmrd to the nature of the .
aaglgnment. -

Ve noted that the formo used to request TAD assigaments do
identify the goppropriate cost account to be charged, and could be
used ag the basis to distribube cosis associated with TAD assigaments
to the appropriate cost accounts.
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©NEED FON TVPROVED ACCOUNTING
PRUCELUnes AID ConeAlns OVER PROPIRTY

e found that only onc of the 23 calculators mentioned above

wag 1lsted on the December 15, 1969, Plont Property report, although
all the caloulators had been raceived at NS5C prior to July 1, 1969.
Tritben procedures do exdat for the control of plant property cquine

s menty however, the procedures were apparcnily not being fully follewed.
An Acoounting Divigion official informed us that he was ouare that
problang existed in accounting for propexty, which he believedwsro dus,
in paryy to the division of responsibilliics for the plant property
consrol function. Tac Accounting Divigion official as well as your
Zvecutive Officer advised us thab corrective action would be teken to
improve plant proporty accounting procedirds.

v
L B

We have zlways found your raeprescatatives 0 be professional
snd onan~rinded in their congideration of matters of mutual intercst.
This was agein confirmcd {or ug and we wish o cxpress our approciation
for the fine cooperatlon and asilstonce provided to wg during our work.
e would be pleased at any tme to discuss any aspect of our survey or
the accounting system for operations with you and your staff.

Copies of this letter are being furnished to the Assistant
Secretary of Dofease {Compiroller), the Acsistant Secretary of the
Navy (Financial Management), the Audiior General of the Navy, and
the Uirector, Navy Area Audit Service, San Diego.

Sincerely yours,

. | H. L. KRIEGER
Hegional Manager






