UNCLASSIFIED GAO/PLRD'BZ-ZG

I G .......

AD-A112 662 GENERAL ACCOUNTING OFFICE WASHINGTON 'DC PROCWEMENYW:E{‘C F/ s
HE AVIATION SUPPLY OFFICE CONTINUES TO MAVE PROBLEMS WITH THEG-124(5!(U)

NL




: 2

ﬂllig

it
= fle

122 Tl e




)A112662

A

DTIC FILE Ccopy

‘dh'}TEDS AT&SGENEQAL A"K WMJ//YC \_/ // ('['
- WAsHaeTey, DC R 699 §

R LS N

\
)
~
~
"
A
~

Rear Admiral A. A. Giordano
Commander, Naval Supply Systems Command | ’ I ‘
Subject: The Aviation Supply Office Continues »3‘-.£

To Bave Problems With the Accuracy ]
of Its Requirements Determinations . M
(PLRD-82-26)

4

¢

Dear Admiral Giordano:

-

We have completed our review of Navy r=gulrements determinations
£5r aeronau-ical spares and repair parts a2+ the Aviation Surply
Cf%ice (ASO) in Pniladelphia, Pennsvlivaniz. This report &iscusses
AS2's pvoblems in accurately i2%termininzg naris reagairenants.

We 2lso raviewed the Navy's technigues Zor forecastinc lsadtimes
ané 2emands. The Navy has used some innovative technigues to iden-
tifv data trends and to fcrecast leadtime anid Jemands. We believe
these technigues may be adaptadle to other Depariment of Defense
reguirements determination syste2ms. Jur views, conclusions, and
recommendations on this matter have been presented in a separate
reocr- to the Secretary of Defense entitled "The Services Should
Irmcrove Their Processes For Determining Recquirements For Supplies
zni Spare Par+ts” (PLRD-82-~12, Nov. 30, 1981},

RACKCEROUND .

A3D provides logistics support for $,49
znd Mzrine zir-craft valued at more <han ilin
Yavv's Uniform Inventory Control Point r gr
zhouz 280,000 1tews with an inventory valued a+ §4
annually orocures over $1 billion in spare carts a
enplovs over 2,400 people, including about 380 inv
to carry out its inventory manaosment functions.

We randomly selected 100 iterg from a :iniverse of 2,6
r2narable and consumable items rzcornenied Iar puritaze as
“zy 4, 1980, and tested the accuracy 25f fhe lata =2lenents
de+aermining these reguirements. ‘Using the rasults of our
2% the sample items, we develicanad proiections at 2 2f-psre
cornfidence level.
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0F the 100 randomly selescted items, we reviawed 50 with
supporting docurantation to zssess the validity and reasonarlzm2ass
2% tne reguirem2nts Jeterminazions. Sirmilar records were ncs
availaple for tne remaining 50; thereidre, we could noz ver:i:
tnese computations. We did, however, obtain comments from inven-
<orv managers ané other officials on changes made toO reguirements
compuzations and on the disposition of recommended actions for
these items.

Wwe also reviewed Defense, Navy, and ASO directives and in-
structions and studies made by the Defense Audit Service and the
Naval Audit Service. Upon conclusion of the review, we discussed
“he results with ASO officials and incorporated their comments in
“he report as appropriate.

SUMMARY OF RESULTS

~ ASO continues to have major prob7=ws with *\e accuracy of
its reguirsments determinations. ts automated raguirenents
svstem contains vast amdunts of invalid data, whi:h has caused re-

quirements to be significantly overstated. As a result, exiensive
mznual adjustiments are naneded before data can be used for deter-
mining what i<ems and how many to buy. For example, the automated
rajguiremants system conputad buv reguirenents during the May 4,
1280, cvcle toraling §425 million. However, after manual adiust-
ments, the inventory managers reduced the bduy reguirements to 526

millicn--a $469 million reduction.

—

while we 3id not £ind siznificant discrepancies in the adjust-
ments made by inventory manacers, we did identify +the prinmary
reasons for the opoor gualityv of system~-generated data. Basically,
the invalid system data resulted Decause

--available assets were not reported to ASD in a
timely manner,

-~-+he Aata tase for certain items was fragmented
--37728e3 to filas for innputtinzs reguiraments I3tz
was not ceonirolled,

-~inventory managers' Zata changes were not reviewed,

-~coordination among various ASO divisions was lacking,

th

due-in files wzs not fimely, and

~--upiating o

-~irventory m&nagers did not review reconmenied <
procurenent actions in a timely nanner.
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%331+tionally, recause 2% the amoun< 2% inaccurate data in the
ra~siranents svsteam, we guestion the validizyv 0f the buldzes, which
1e cased on tris Zata. The above areas arz cSiscussel in Secail

1n the enclosur=a.

Since 1975, GAO, the Defense Audit Service, anéd the Naval
Audit Service have reported similar types of deficiencies in the
Navy's reguirements system. Because the Navy has taken or has
planned actions to correct some of these deficiencies and to
inmprove the guality of its file data, we are not making recom-
mendations now. However, we plan to monitor the YNavy's efforts
to improve the credibility of its requirements determination
syszem,

We appreciate the cocperation shown to our staff by ASO

5fficials and would like to receive your comments on the matters
discussed in this report. Copies of the report are being sent to
the Secretary of Defense and the Secretary of the XNavy.

Sincerely yours,
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CLOSURE ENCLOSURE

RELSONE 7OF INVALID SvsToM
REQUIFREMENTSE DETIRMINATIONS E7T LST

AVEILABLE ASSETS NOT REPORTED
77 ASC IN A TIMELY MANNER

Untimely reoorting of assets by £field activities is a
g nificant factor in the overstatement of requirements and con-
inues to be a supply discipline and acvountablllty problem at
Because of this, the item manager's visibility of system
sets is impalred and managers must rely heavilyv on manual records
,en determining reguirements.
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Numerous reporting activities orovide asset information to ASO
fferent time intervals. For example, 35 supply activities

t transactinns and onhand assets daily. However, about 100
reporting activities report asset balances guarterly.

ore, Zata could be as much as 90 days 0l1d when useé in re-
ments computations.
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2sset data on items in the Clcsed Loop Aer
nt Program (CLAMP), a separately managed _rogram
0 svpensive and hizh volume, mission-~critical
is reported to ASC a4 varving itimes--ranging from
. ASD updates its master Zata files with this :
n, uses it to determine requirements. .
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e managers are required to recompute all CLAMP raguirements |
he “"totel apporoach method. Under this method, lnventory ]
s manually develop a hlstory and reconciliation on =ach 5
onsidering such factors as how manv items were initially

how Tany were Hseﬂuéntly bouzht, and how many have left
sals, etc.). We found that inventory
e 22 recommenied Tuovs for CLAMP itens

iata. ‘when projected to the universe
ted that leleted CLAMP buys amounted to
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ASO sinck control officials acknowledced
ting of available assets serinsusly affec
ta files. They said many of the =assets =

multiple CLAMP ra2porting svstems.
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SLIMP ITENMS

“ntil recently, CLAMP items wer t
normal Uniform Inventory vontrol Poinz s
the TLAMF system was an off-line system and used a mix of manual
and automated technigues for processing requisitions and for re-
porting essential data from field activities to ASO. No central
Aata base was established for CLAMP and various seagments of the
data base were maintained by a contractor, Navy wholesale storage
sites, and ASO. To update its master Jata files, ASO mechanically
created asset and demand transactions and backorders with the
information it received. CLAMP's frac—ented 2ata tase and cumber-
some an?d untimely update nmezhods rcsu"eﬁ in data omissicns and
duplications. Furthermdire, these datz errors profoundly affected
the budgeting for and procurenent of —waterials.
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ASD recognized that the reporting systems were causing gross
inaccuracies in its financial, stratification, and budget jata sub-
missions. Additionally, ASO was concerned with ite inability <o
reconcile backorilers for CLAMP items, which it belisved resul-zed
in undferstated budgets.

In 2pril 1280, ASO implzmented the Uniform ZLAMP (U-CLAMD)
svs-am which was designed to overcoms the shortconmings of CunMP
and to oroviZe a single point of e2ntry for transactions. Thi
svstam allowed ASO to update its f£iles on a transaction-by-
transaction basis. Howaver, 1 ve2ar afzer implementation of
U.CLAMD, ASO continued to have sisnificant proctlams with the
reliabvility of its Zdata. Inventory managers distrusted the data
received from the U~CLAMP svstem anig relied heavily on manuzl
records and other external Zatz sources.

A+ the time of our review, ASO officials believed <ha+t +he
asset data was not fully reliable but that its accuracy had in-
oroved somewhat. Officials attributed many of the data problems
+2 the U-CL2MP “ransaction reporting svstam. To rectifyv the
Drotlem, the Tavy's Fleet Materiel Support O0ffice is mawing
Zer<ain :o;:am chanc2s to the U-CLAMP system. 1In aidition, ASO
ket uled complete inventories at its field raporting
3

not 2valuate the
opinion, however,
ne o©r

.
sh2uli helre al Loviate ~any Sblenms currently
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.
ENCLOSURE ENCL25URE
AZZTSS TO FILES FOR OINPUTTING
REOTIRTMENTS DOaTa IS NOT CONTROLLED

LST does not sufficientiy conptrol Zzza input to its fil=ce.,

File changes may be made at any time to program <dzata, onhand anz
due-in assets, demand data, planned allowances, etc. Inventory,
budget, procurerent, retail operations, system <development, and
other ASO personnel have uncontrolled access to the data files and
maXe numerous data chanjes that are neither centrally processed
nor centrally validated. tatistics developed by the guality
assurance section and the internal review branch for a recent 4-
to 6-week period showed that about 5,000 direc< terminal inputs
and about 18,000 file changes were made through input documants.

Jur review showed that invalid chances hzave resulted in
inaccurate requlreﬂents and overstated procuremnznts. The reconm-
menied buys for six items, 1/ initially in our selected sample,
ctotaled S180 million, but the item manacer deleted the racommenied
buvs tecause of obvious invalid file changes. To 1llustLag_, one

iten had a recommended procurement of 3,618 units with a $2

million value. The inventory manager deleted the recommenied buy
far +he item Dhecavse its program relationship code was invalid.

L8 zould nout Se2teornine who was responsible for miscoading the itsm.
Tmiz same iten nmad been reviewed in detaill 6 weaXs previously ani
Zound to be accurately recorded with no orocurement necessary.

L8 officials noted that uncontrolled access to the files
significantly affected file dzta guality and agreed that effective
csontrcls ware neeied. They stated that the Fleet Materiesl Support
Dffice has been requested to makKe cranges to the UICP svstem to
ras=rict access to data -1les.

INVINTORY MANAGER
CERNSEES NOT REVIESWED

All data changes mide by inventory managers on recommended
Tuve were supposed to be recorded on control docunents and sent
©c a2 conzrol sroup in the supply conitrol division. However, tefore
Tezzmrer 1080 the contrel crouvp 4id not review the documents.
Purthernare, concuter listings of 2all data changes entered into
the file were not snalyzed to monitor the change actions and to
i3entify the sources of invalid data. aS0 officials told us that
as 0% December 1280, the con*rol group was to reviaw inventory
~anacers' changes to recommended Huvs and enter them into the data
files.

1/These six items were Jeleted from the sz2mpla universe hecause
+he recom.anded Tuvs ware a<yvpical and would distort any pro-
fections whizth incladed these items,
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ENCLDSURE ENCLDOSTURZ

J° SDINATION EMONG VARIDUC
T3 SIVISIONE IS LACKING

% planned program raguirement is a xnown or antici
:irement that cannot be exactly predlctec by the UICP forecas*tinz
ecnnique. As of January 1981, ASO's master data file contained
over 300,000 planned program requirements valued at $4.2 billion,
£ which $1.2 billion were funded.

Inventory managers reiected planned program reguirements on
saveral of our sample items because the recguirements duplicated
sreviously negotiated allowances established for initial outfittings

+ operating sites. ©On the basis ©of our analvsis, we estimated
“hat ASO's master data £file contained S1.7 million of invaliad
lanned proaram reguiremencts.

¥

e

“Ho duplicate planned procram raguirements resulted primarily
se of the lack of coordination amonc the divisions involved
Xing changes to the flving hour program. Flying hour data
from the Chief of Naval Operations were input into the

n vs+ams and new reguirenments were autona_lcally
ssed without first determining

Zy »esan asizblished a4 +the cser
that new procedures are baing
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i=1 muizet division rerscnnel and

ed proararm change.

0

[dl

£ U
b2
Ve

)
®
1]
yor
Q
8]
3

2
s
1277 ano rncucsta aKe
June

1
1
fu
3
[}
(o7}
.
[ #1
0
o
J
[
o ]
ot
t
o]
0
rf
et
.3
o
‘g
=
Q
o]
—
17
3

t this 3eficiency.
s the matter with m=
3

woLhroucn On Tne a2

.
(>4

LOEN T s S o SR 4

ap
198
oo

the system developmen
c
s

[V
om b

4

"G

faa)

AN
ot
ple}
=

2

h]

T 2

1 2ment

nventorv
.

L a
=

i oar

n Wb

=0 O

J 10
[a Y]

hn

3

w
TR W B GRS {2
= 3
mn

1

W

3

3

P

(4

W

¥

s

[}
A Y
Va1
n
A g t]

/]
LR
n
— ot
Y
n 3
At
[T
1
Ji
Pty
L]
O ¢t
30
u
W
*i) ok
w
Wow
IS S
vom
o (D

Yt
o4
w3
b
* a o
r
hl 0
ot ' 0
(¥ Ja
i

0
«

44D
4 re
P
.

o
')
!
|
oy
W
e
/TR
4
3
A

1

J w0

,.
RS N VREY |
J

bae
w 3

i

e r
e 3
3

ol
-+
(¢
s
T
<
<
o)
oo

4
3
o]
i
(AN Y
.
-
191
'
J
[
<
o

A
DA I

[N
ol
w

o

B D O ar
“

Latn R
/7]
§o I6 I
e}

~) ¢
Y BN WA

D

s

o

R

1Y

Kl
w0

LI P Y
o)

o
)

!
2
'
F
I TR T

e
R}

‘D
J

>,

1
LN

or
)
[
ul
[P
v .Y 0
‘

~
{
iy e

n

1 on M
wn
h
4 0 .
"
. sy ks
v
(5 B ol o N/ AT

Jis
v O
R ]
W
RIS 4
n
(1"
¥
n
]
)
n
[
N
3
)
[N
s;L'
g
r
-
=
v
r

'
N

s

“

]

»

s
J
.

Lty




A
ENCLOSURE ENCLZSUTE
ASO offizials told us that postinags Lo -he dcue-in file for
~ew contracit guantities generally occur 10 to 14 dzve z2fter <hs
mra3gurameant 1s authorized, ani that postings 2or increzsed cIo-
“-act quantities Can require even more time dbecauss ci delays oo
nrocessing contract amendments ané certifving the availability of
funds. Eecause due-in gquantities are not considered in the auto-

mated system until posted, inventory managers record these actions
on their manually maintained procurement history cards and use
this data when reviewing recormended procurements. Consequently,
manual records are current, but the automated records are not.

For example, a recommended buy of 139 coupling assemblies for
$2€6,946 was deleted primarily because the inventory managers'
record showed 119 units due-in which had not been posted to the
automated file.

ASC officials said that the accuracy of the due-in file has

Tceen a longstanding problem. They told us that ASO recently (1)
acguired new data entry eguipment which allows direct entry onto
tape from source documeats and (2) established a central entry
control unit to make all changes to the due-in file. The offi-
cials believe that *hese zctions will improve the 4imaliness and
accuracy of chanzes to the due-in file.
INVENTORY MAINAGERS DO NOT
REVIEW REC“MM?VWPD PROCUREMINT
ACTIONS IN & TIMELY MANNER

Many conmputer-recommended procurements are autonatically
canceled because 'nv9ntory Tmanagers 10 not review thzse actions
within the 25-dav period reguireé¢ oy the JICP svystem. For exarple,
27 of our 10C sample reconnanied buyvs wera canceledé for this reason
an3 we estimate that $133 million of the “ay 4, 1980, recommeniled
Tuves were automatically canceled without review.

Inventory managers said that they were unable to review all
commended buys because of their heavy workload and because of
elays in obtaining validating information from other ASO

W

S A .n "

i"-'ﬁ“s. According to the managers, they screen the racommeniad
. % conc2ntrete on those items that have the crestast pro-
pszential and for which sufficient fundino is =2vailadle.

s not reviewed by the inventory managers are logoed in

rol group in the stock control division, but the inventory
are not required to justify reasons for not reviawing

O stock control officials said that procedures would he

23 whnera2doy the division's control group would monitor
overdue actions and obtiin justification for delays in reviewing
svstem buy recommendatione. ' ‘
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TNCLOSURE ENTLDSUERD

CET
CUEZSTICNARLE
Tne vzst amount of i1naccuraze data in the reguiremesnts systan
raises serious guestions about the accurac; and validity of the
repair parts budget submission which is tzsed on this data.

Budget submissions are based on semi-annual stratifications
0f proiected requirements for material needed 18 months in the
future. For example, the fiscal vear 1982 buiget submission was
tased on the March 1980 asset stratification. ASO's stratifica-
tion program manipulates file data and ccrmputes ragquirements

“

lavels and arranges them in a priority seguence. The stratifica-

tiorn program applies assets to these recuirenents levels. If the
2ssets are not sufficient to meet the reguiramants, the program
ijentifies the needed items to meet the reguirements level. Tve
~ot2l dollar value of the stock deficits then becomes 4he basis
for the initial budget preparation.

Much of the cdata cenerated by the stratification program goes
through a validation or scrubbing process. Selected items account-
ing Zor most of the total dollar value of proijected procurements
zre vraviswed bv inventory managers for accuracy of the raguairements
computations. Necaessary adiustmertis are then nmade to the strati-

cation ficures ani data corrections are made through a central
ry polq-. A Navy Headguarters' =Zeam reviews the stra+ification
“a Defore subnmitting it to ASD's budget 4fivision, which may make
jitional adiustments before sending the budget submission to Navy
aiguarters.

ASO found numerous data errcors and made huce dolliar reductions
2 the stratification data. For exanmple, " 1987 initial
stratification showed a budget reguiremant 2 2 2illion. How-
2ver, the inventory managers' review identified 11,000 errors and
reduced the regquirement by $10.3 billion. k zet division also
made an additional $58.5 million adjustment ‘or uqfu11ed’unauthor-
ized 32+z2 not purzed from the March ication total. The
cross inaccuracies were primarilyv in arzinz svstem.

Jur review of the March 1280 budget dazta was thwarted bh2acauss
550 lacked supporting racords. We attempted to dstermine whetiher
the Iata changes made by the inventory manacers to the recormnanied
buvs in our sample were also made to the final Yarch stratification
Tefore subnission to the budget division. 252 2fficials saiid +<hat
“he stratification data tape, which supports the fiscal veaer 1282
“uiz2t, was erased before our review. Jons23u03tly, we could not
validate these chances.







