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PRCCUDEMINT AND UTILIZATION OF

AUTOMATIC DATA DROCUSSING TOHUIPMINT

MARITIM®Y ADMINISTRATION

DEDARTMINT OF COMMIRCE

INTRODUCTION

The General Accounting Office has reviewed the controls over the

acquisition and utilization of the automatic data processing {(ADP)

1]

Guipment currently leased by the Mavritime Administration, Department of

Commerce, Our review was directed toward determining whether the equip-

]

nent was acquired and used in the rost economical and efficient manner,

The scope of the review is described on page 21,

Maritime is currently leasing a Honeywell H-200 computer system

LS

consisting of a centrel processing unit, <ard reader, printer, card nunch,
and {ive magnetic tape drives at an annual cost of $%94,550, The system

is used to process data and prepare payroll and accounting rvecords, foreign
and domestic trade veports, and maritime labor studies and reporis. The
system 1s also used in connection with the ship construction and research

and development activities as well as for various other programs requirting

(4%

tne persomnel recovds system, a complete

rh

for implemantation o

w
w2
o
T

em and a shipooard information system, 1In addition, studres are

pyes2ntiy being ctonductad undar commarcial contracts involvinsg the collection

¢l fola Lov salp construstion, mavitime prosotion, ayd maci fuma maAnpovRT.

H

LT N S ~ b PO, R TP . S A PEIR IR LI .
Javiitlme anticipates that the resulis ©f Tupse studiazs will weVardn &

ate processing services. The agency is currently developing programs




nced for expanded data processing capabilities and plans to meet this

need by changing its present computer configﬁration by Maren 31, 1971.
Maritime's ADP activities are conducted by the Office of Data Systems
which is responsible for planning data processing programs, designing and
controlling comprehensive integrated ADP systems, conducting feasibility
studies, and establishing resource needs in terms of equipment, pevrsonnel,
and space requirements. The Office of Data Systems is also responsidle
for daveloping machine programming procedures for specific applicat;ons,
operating the computer and all peripheral equipment used by the system,
and maintaining checks of output for format and legidility, distributing
output data to requesting offices, and maintaining production records.
Computer programming activities ave also performed by personnel in certain

operating units in Maritime and through the use of computer programming

contracts with commercial contractors.




NEED FOR TMPROVEMINT TH ADMINISTRATIO!

AUTOMATIC DATA PROCESSING ACTIVITIES

During our veview we noted several areas needing improvement in
the administration and control of the Maritime Acministration's AUP
activities., These areas include (1) control and use of magnetic tapes,

{2) procedures and controls over classified data, tapes, and reports,

~

3) reimbursements for other Government agencies’® use of Maritime's come

&

‘puter system, and {4) recording and reporting of computer utilization,

CONTROL AND USE OF MAGNETIC TAPES

(]

During our observations of Maritime's compuler room Gperations, we

3

wted that Maritime had not developed and implemented adequate written
srocedures for the control and use of its magnetic tapes. We found that

retention dates had not been established for sll records stored on tapes

o
o4
L

that computer operations were delayed wnile searches were made fov

tad
o
0
[¢1]
W
N

We noted that, in one instance, a lack of retention dates resulted \
in destruction of & master file prior to verification of a new master

file of data. Subsequent use of the new master file showed that it cone

it

ained inaccurate data, and it then became necessary for the O0ffice of

Data Systems and the Maritime operating unit to spend additional tirme

i8]

orve

[

tinz the new master file. W%e believe that retention of the original

(o4

Soster Sile until data on the new master file weve verified would have

i

dueed chie nanpowet and computer time vaguivaed fo producs Lh2 NecessAvy

-
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)
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We also noted that reels of tape were not being returned to the
library promptly after each use and that computer operations were delayed
while the tape librarian and the computer operators searched for tapes.
We selected 331 tapes from the inventory records and found that only
ahout 70 percent of the tapes ware located in the tape library. Reels
of tane were stacked in various locations in the computer room gnd the

onerators were being permitfed to obtain tapes from the library anc return

ot

hem during the librarian's absence,
We believe that retention periods should be establishec to prevent
tapes from being re-used until the data stored on them are no longer

needed inasmuch as data already on a tape is destroyed when new data ave

o
]
-
(a3
e

en on the tape, Established retention periods also help to ensure
tapes contsining data which are no longer needed are promprly made

available for re-use. Pronper re-use of tapes also keeps tepe inventories

[%}

and related physical storape vequitements to a mininum.

We also believe that, to prevent unneacessary delays in <ompuler oper=

f

tions, access to the library should be limited and that tapes should be

returned to their storage locations promptly after each use so that they

.are readily availeble when needed.

Loy 3
YVaroamgondations

We rvecommend that Maritime develop and implement written procedures

o (1) iaprove the controls over tape use and storage incluci

i
.
a9
et
e




establishment of retention dates for all records which are stored on

magnetic tapes, (2) limit access to the tape library, and (3) provice
for prompt veturn of tapes to tﬁeir storage locations after each use.
In implementing this recommendation, consideration should be given to

the feasibility of installing a tape vault to improve physical control

over magnetic tapes.

VA, TARSS, AND REPORTS

We roted several wealnesses in the storage of megnetic tapes, punched
cards, and program documentation containing security classified inior-
mation, We also noted that one of the computer operators, wao operated
the computer during processing of the classified data, did not have a
security ¢learance.

AL the time of our review, the magnetic tapes containing classified
data were stored in & locked tape cabinet in the computer room, The tape
caninet, however, did not mget the security requirements established by
the Department of Commerce, The clessified data stored on the magnetie
tapas are also stored on puncbéﬁcards to enable Maritime to re-crezte
the tape files if they become camaged or destroyed., We obsexrved that the
punched cards were stored in an unlocked card file cabinet in the Xeypunch
machine room, An official of the Office of Data Systems informed us that
the card file cabinet had previously been kept locked but that the locks
hed beea vemoved.

Ve found that the computer progwam usaed to process the ¢lassiiied

S I . . . S [ SR =t PRI c ;. e ~ - -
matevials was being wmodifiod atb fThe time ol our raview, Tho compatey pro-
b m oy ey oy e e P D 1 - g At e < = -} . - a~ A g et
grammeay moding the modificetions informed us thal tne wricisn documentaiisg

0T the program was not lockad dn a2 security cabipac ab nizdt oy whan nok

. . . . Mt et TR e e
14 as=. we broupbht zhis meccor to the sttention of Merifive oJllicisis Ao
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FOR_OTHER COVERNMTNT AGENCIES:®

™Y Ay [y U ARA TN ALY FoRal AN WS
Ti.ln COMpUTRD sYSTh

Maritime gcnefally utilizes its computer system for two &~hour shifts
gaily. During other time periods, the computer system is made availsble
to other Government agencies on & reimbursable basis, At the concliusion
oI our review, only one agency was using Maritime's computer system on a
reimbursable basis, This agency has agrced to reimburse llaritime for the
time used on the basis of the actual time that rhe computer system is in

operation as shown on the computer’s internal clock. Ue were informed by

Maritime officials that, at the end of each fiscal guarter, the 0ffice of

and forwards a request for billing to the Office of Budget. The Oifice

fice of Finance to prepare and send &

|21

1
|
l
[
Data Systems computes the hourly rvate and hours used by other agencies
£ Sudget then asuidhorizes the O

s

relmbursement voucher to the using agency.
O

o}

s - ) |
When an agency uses Maritime's computer system on a reimbursable
basis, the using agency'’s operator records on a time card the meter read- l

*

ings which appear on the computer's internal clock at the beginning and

=
[¢)

end of the job, ¥For billing purposes, the Office of Data Systems cone
verts the internal clock meter readings to repular clock time which is

then shown on the monthly utilization run, Computations {or quarterly

1
|
[l
I
\
f
[l
cimbursement billliings are based on the times shown on the utilization

a

B ™, NSy ~ S T -y - o
raas.  The Gilice 21¢ Data Svstens has Lnsttugtec

&

- .

S A 4 - . SN~ T & vy v P . = ~ 1 "~ 4 :
wnd of each day's operailons, 1 the compulter opzrators record thz times

- e . U A S o e 0 v
a5 instructad, any didfersnces bernwean fhe daily anding rveallag and tas




.following day's beginning reading should be supported by a time card

prepared by the using agency's operator showing the elapsed time between

T

he two readings.

We found that Maritime did not receive reimbursement, ampunting to
over $2,200, for about 48 hours of computer time used by another Govern-
ment agency during the fourth quarter of fiscal year 1967. The records
in the Office of Data Systems show that the computations were made for

the time used during the quarter, but no request for billing was forwarded

L3

ro the Dffice of Budget to instruct them to authorize the quarterly Diiw
ling. Although the Qifice of Dudget maintains a tickler file to Iollow-up

on reimbursable work, they were not aware of the omitted billing until we

brought it to their attention during our review,

We also found indications that reimbursable time was used on ten
occasions between Yebruary 1 and April 30, 1963, which was not recorded
on the monthly uzilization runs, Since these runs serve as the basis

repavring the quarterly billing computations, the using apgency was

(%3]

8]

2]
o

not billed for the use of the computer on these occasions. We noted that

Yaritimels computer operators do not always record the meter readings at

1 L]

the beginning and end of each day and that the utilization runs are noc

verified against the rscovds of meter readings to ensure that all veim-

bursable time has been included on the runs and will therefore be included

the gquarterly billings.,
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We believe that Mari
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Cifigu of Dara Systens and the Office of Dudgzer have not folilowvaed the proe-
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ceduces for obtaining reimbursementcs and because ithe Uificz of Lats SysZems




a5 not been verifying the meter readings and utilization runs to ensure

Pt
o

£

that all reimbursable work has been accounted for. Therefore,

a7
[y

i ey b
*1C1lCLTIR

s
computer costs have been overstated and the using agencies! appropriations
have been augmented to the extent that reimbursements have not been received.

scomnendations

-

ile therefore recommend that the Cifice of Data Systems strengthen
its controls over reimbursable use of its computer system by reguiring
operators to record the internal meter rcadings at the beginning and end
of cach day as instructed. All periocds of time betwean the day's ending
and following day's starting meter readings should be supported by 2 tinme
card from the using egency's operator. AL the end of each month, the uti-

ization run should pe verifiied with the records of meter readings to

—

ensure that reimbursable billings will include 2ll time used by other

m

gencies duving the billing period.
We also recommend that the O0Fffice of Budget and the Cffice of Dsata
Systems follow the prescribed procedur=zs for obtaining reimbursements from'

b}

her Government agencies for the use of the Maritime computer,

O
rr

J

CCORDING AND REPORTING OF COMPUTER UTITIZATION

-

Records of machine utilization arz one of the valuable tools manage~
ment can use to measure the work performed by and the need for data proe-

e,

essing equipment. We found that Maritime's utilization records do not

(31

¥

show all of the computer room activitizs woich should be reviewed dy maa-

cement as park of its evaluation of zimputer operabions,

- - - B - 1 o - O
favizime's present uwiilization rzzords inciude fime covcs Zovr oach
L ] - o] > - T e e e Y PR [ e - L. | 2 m
jub wnd a wonthly utilization run shcwinf 4il j0D3 and Tire u3ed Curing
s e -l - “ 1= - Ty - e ol ~ Y ey . -
the month, Also, a daily sahnedule o -leanted Lomputer utilization is

prenzred a weelk in advance winsnevar wossible.’

]




The compuber operator records the starting and ending time on the

[

time card through the use of a time clock., At the end of each month,

1
(S Y

time cards are keypunched and 2 monthly utilizetion run is prepared.

]

£ficials of the Office of Data Systems use the utilization run as a
detailed record of all of the jobs processed during the month,
We found that the monthnly utilization run showing jobs processed
cannot be compared with the daily schedules of planned utilization be-
cause the formats of the reports are incompatible, The utilization run

shows each individual job by its job name and number. The daily schedules,

or

Fh

however, stow only the name of a computer programmer or the oifice
wiom the job is to be done. As a result of these incompatible formats,
management cannot ascertain if jobs are being performed as scheduled.

In addition, because of the general natuve of the daily schedule, it cannot
be used by the Lape librarian to provide Eapes and the computer opevator's
instructions for jobs in advance of the scheduled starting time. As
discussed in other segtions of this repor:z, delays oeccur when tapes and
materials are not available at the scheduled starting times,

Ve reviewed 300 time cards for the month of February 1988 and Ffound
that these cards did not properly reflect activities in the computer room
sucn as delays between jobs, idle periods, and reruns, because of the
current recording procedures, Since these activities are not stown on

« .

tne time cards, they do not appear on the monthly utilizazion run reviewed

Wo round that thwe fime clock was used fov only about ¢ poareant of

I T o V4 N 1 : F—_— e T am 3 Ty e g T e - e
hi ©00 bezoioning and ending times fov tha jobs wilie filmas werr channed

fatd

[ i 3 - Ll . hd T o - - - . M ey e o
Gr onanawriciten tor 27 nercaent 2f the times, and notning wags yecovdoed Iorv




Cur observation of computer room activities revealed that computer ‘ W

operators punched the ending time for one job and the starting time for

#

the next job regardless of wvhether the next job vas ready for processing, ‘W

I
We noted several such instances when jobs did not begin immediately and |
I
l

Since the time card had already been punched, the idle i

the computer was idle. These idle periods resulted from the unavailability

05 job materials or the absence of the computer programmer at the scheduled

starting time,

time was not identified on the utilization run.

We also found that computer time for reruns was not identified on |
l

the time cards or utilization run for management's review, Reruns may be

failure, Al~-

‘caused by improper programming, operator ervors, or machine

il
though some rerun time is inevitable, large amounts of time spent for

I
HW‘ ' rerunning programs should be reviewed by management to ascertain the veasons

ot the teruns and to take any nascassary corrective action,

<
N

We believe that management could better evaluate the activities o

Fh

its computer operations if the daily schedules and the utilization run W
l

t were compatible and 1£ all delays, idle periods, and reruns wevre identified

’ on the utilization run,

WW ‘ Tecammendations

(i We therefore recommend that Maritime, to improve the efficiency of

its computer room operations, (1) provide a detailed schedule for the oner-

ators and tape lidbrarian sufficiently in acdvance of the schedulad startin

8]

‘a2s, (2) preparve daily scnedules and ufilization runs on a compatible

~ - - e poe
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tasis, and {3) 1dentily all delays, idia pericds, aad re

. K Ty
racord all W

Trzation run. W2 also recommend that thne cime clock be used to

for computer (o055 and that managenment
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NEED FOU TimROVED ADIINISTRATION

OF COI2UTAR PROGRAMIING CONTRACTS

In 1906, the Maritime Administration entered into 16 contracts
with an outside programming firm for the preparation of computer prorrams
to process certain cargo statistics gathered by the Division of
Studies, Office of Government Aid. The contracts were initially scheduled
Zor completion within 6-1/2 months of the contract dates. At the time of
cur review, however, the computer programs were not complete although
he contractor had been working on them for over 29 months. As a result
oI the delay in providing workable computer programs, unprocesssd source
data nas been accumulating over the 2%-month period in the Division of

Trewe Studies) reports waich, according to Maritime officials, are needed

e
w3
(%]

onnection with certain Maritime activities arve not>available; and the
computer system is not being fully utilized for the trade statistics pro-
gran which was used as the justification for its acquisition,
e beligve tﬁat varitime’s administvation o< these gontraglts was

ineffective because of
~=a lack of written documentation to sunport oral agree=

ments between the contractor and the O0ffice of Data

Systems to modify contraect requirvements.
--the absence of contract provisions raguiring the sub-

mission of periodic status reporks,

--the pyactice of iha Office of Data Systems ol approving
pUoyuress paymanis winh no assurance that wovk had bacn
serformad,

- 11 -




-=inalequate cdocumentation to support extensions of tima

iy

or completion of the contracts and increases in contract
CoOSTS,
-~inadequate monitoring of activities of the contractor
‘during the contract period,
The Division of Trade Studies is responsible for, among other activ-
ities, eollecting, analyzing, and reporting information concerning cargo,

or use in connection with certain

h

commodity, traffic, and ship movementis
mavitime activities for the Maritime Administrator and for other offices
ol the Maritime Administration, The Division collects and procesgses inm-
formation filed by ship operators with respect to cdomestic and foreign

trade, and also mwaintains statistical data on merchant fleets of the world.

Prior to installation of the Honeywell H-200 systen in April 1966,
the Division's statistical information was sovted and reports were pre=-

nared throuzh the use of punched card equipment and an IDM 1401 central

vocessing unit, The recommendation to acguire the Honeywell tape-oriented

"

computer system was based primarily on tioe ability of ADZ equipment to
sorc and process data from magnetic tape faster and mofe efiiciently than
from punched cards. The new computer system would therefore reduce storage
2ac manpower costs wille Improving ravitime's statistical processing

Afrer the Honeywell system was installed, Mavitime found that its

b
i
jox
v

3 opunched card »Hoogprans could not be converted oYV us: ©

- -~ 20U 1 =y Tas N A t - e Yy 4 IR
Lascegrientod Hongywoll systen.  On June L, 1985, Ine Zorrer chiad, CIfica
N e g PR - -t . L o T o oo — . - - . -

oI Jana Sysceas, reguested parmission Ivon the Dudger OLiicar to concoact
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e}

ecassary computer programs, iHe stated that the work would reguire
about 2 to 2-~1/2 man-years of effort and that he would like to have the

major portion of the system completed by September 15, 1946. He further

stated that, if the programs were written by Maritime personnel, the
programs could not be completed until some time during the first half

o}

£ fiscal year 19683,
The Maritime Administration entered into & contract with BE-X Data

Systems, Inc., on August 16, 1966, for a fixed price of 519,500 to provide

I3 .

computer programming services for Maritime's trade statistics program.

The contract work was to be completed within 6=1/2 months of the date

nat the contract was ewarded, On September 19, 1966, Maritime entered

vy

into another ¢ontract with B-R Data Systems, Inc., for additional work

on the trade statistics program. The contract was written on a time—ance

-y

naterials basis, was not to exceed a cost of $13,800, and was to be comw

ol

seted within 6 months, Subsequent amendments to the latter contrach
increased thle coniract limitation to $37,852 and changed it to a fixed
price contract, As of February 28, 1969, the completion date of both

-

ontracts—amounting to a total of $57,392--had been extended several

[¢]

times, Neither contract was complete as of that date.

Contract administration is divided among several operating and admin-

[oS

serative units in Mavitime waenever & contract is executed for the

developmant of computer proprams, ine Chief, Purchasing 3ranch, Division

oI Zrocurvament, serves as the contractin

(2]



is responsible for approving the output from the computer programs.
Paywenbs ave made by the Cfiice of Finance after veceiving administrative
approval from the Dffice of Data Systens,

Our review of the administration of these contracts <id not include
discussions with the contractor or an examination oi the contractor
records.

TO RFVIEY CONTRACTOR'S PROGRESS TURING
DRFOIMANCE OF THE CQULAnC REQUIREMINTS

We found no evidence that Maritime reoviewed the contracior's vork

although several progress payments had been made during the contvact period,

the contractor had been granted eight extensions of time to complete the
work as of February 28, 15069, and the cost of the time-and-materials cone
cract hsd been increased from 513,800 to a fixed priee of $37,8%92. 1In

ion, we found that Maritime <id not require the contractor te submit

4
[43

dgi

)

progTess reports on a regular basis,
Wa were informad by an official of the Office of Data Systems that

he contractor'’s work were nolL made prior to granting approval

Fi
ot

reviews o

or payment of the contractor’s invoices Ior progress payments,

th

We found that the contractor did submit five progress reports during
the 29-month period from September 19566 through Februery 1969. However,
none o the five reports were submitted during the fivrst 15 ronths, during

walch Maritime made prograss payments of $13,000 on the fixed price con-

e o saa cnd . \ . . C
traot oand 319,331 on the contract then executed on 2 time-and-materials
basis,

’ et et e e e .. = . - e e - P

We poted thag vaguests for soven of fus2 2l extanslons ol time

wersr dnatiated by the concractor and in s3ix ¢ases Lhe conoracioT wasd in

imfiult for peviods vanging from L oo 7 wonths wofove roguastin: the time

1
Lo e
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iles do not show that Maritime contacted the contractor

]
:'.
r
b
=
[}
Py
O
o
—
o
w
[}

he contract deadlines to ascertain his reasons for not meeting the
ceadlines,
Further evidence that Maritime was not fully apprised of the con-

tractor's activities during the periormance period is illustrated by the

act that when the contractor requested a time extension in February 1968,

i

after having been in default for 7 months on the fixed price contract and

6 months on the contract then executed on a time-and-materials basis, the

contractor reported that the fund limitation of $28,800 then existing forx

rhe time-and-materials contract had been reached & months esarlier in

August 1967, The coatractor alse veportad that he had performed additional

1

work valued at about $13,159 through December 1967 when work was

T

suspended on the contract. raritime subsequently agreed to reduce the
. o . . g e £
requirements of the fixed price contract, and pay an additiomal $9,092 for

wors under the time-and-materials contracc, and the contrvactor agreed to

®
(2]
o]
o
Y
[a]
[3:3
e}
P

&

the conversion of the time-and-materials contract to a fixed pric

v

NEED FOR FORMAL RECORD OF AGRERMENTS WITH
ACTOR AND DOCUMELTATIOT TO SUPRORT
TAKEZN DURING PERFORMANCE OF THEZ CONTRACT

We found that agreements and proceedings at meetings between Maritime
and the contractor as well as actions taken during the contract period
were not fully documented inm Maritime's contract files.

Yaritime's contract files show that the fixed price contract was

nssued to B-R Date Systems, Inc,, on the basis of the proposal fhax

ot

i

e £iles also show correspondenca Zron four




w

requirrements., We noted references in the correspondence to a requoest for

]

proposal and a letter dated JSuly 11, 1966, which was sent to the various

4

firms. Although these documents apparently served a2s a basis upon wailch
the contractor submitted his proposal, copies were not included in the
contract files, and raritime officials could not locate copies or explain
wny they were not in the contract £iles.

The fixed price contract contains a reference to modifications of

i

the scope of the contract as agreed upon by the former chief, UIfice o

Data Systems, at a meeting held on August 3, 1965, We were informzd by

officials in the Qffice of Data Systems that a formal record of the meeting
was not available and that no one currently in Maritime knows what rodi-

iications were agreed upon at this meeting.
We were also informed by Maritime officials that, in addition to this
meeting, the contractor's pe?SOﬂﬁOL were continually meeting with persoanal

fice oi Data Systems and the Division of Trade Studies to discuss

r

from the O
problems and progress concerning the contracts, We Iound no documentation

Ly

thesa meetings in Maritime's contract files,

rh

o}
As praviously stated, amendments to the comivacts are issued by the
contracting officer in the Purchasing Branch, In discussing matters cone-
cerning these contracts with him, he informed us that he was not aware of
the delays and extensions that had occurred under these concracts. he
stated that he must rely on the program manager to notify him 1f he has

any problems with a contracior and Iov assurance thal contiragt amendmenis

- 1 Sy - < - o B
ATD2 < Darore Ne Lssues taen.
) o o, . 1 b NE ayar nodatas - ;
We rnoted that saveral conbtract complalion dates YWeare wxZended of

contract amendments whieh wave not adaguately sunpgovied by dosumentacion in




the contract files to show that the extension was beneficial to tAariti

The documentation for each of these extensions consisted of a letter

request from the contractor and a notation of approval added to the letter

"

by the Oifice of Data Systems. The letters from the contractor gave only
broad veasons for requesting the time extension such as Yas & result of

unforscen | sic) complications * ¥ ¥ the specified rveports will take ion

'

than anticipated" and "Due to the workload associated with * * * Amend-
ment Ho, 2 ¥ ¥ % ye are unable to complete all work prior to the existing
contract completion date * * ¥,» Vo noted that one request gave no rezson

for requesting the extension. The notations aof anproval from the 0ffice

of Data Systems <¢id not provide furtiher information in these cases.

CONCLYSIONS

We believe that Maritime has not sufficiently monitored the contractor’s

activiries during the terms 0f the two contracts to ensure timely com=

U

letion oi needed computer programs. Although we did not evaluate the

L}

periods of time that the contractor was in default before the contracts

were extended, the lack of review oI the contractor's work at the contract

.

3

b

(of:]

r
s

quate progress reports on a regularly scheduled basis during the contrack

peviod indicate, in our opinion, that Maritime may not have been Zully

I times during the cont

)

act

Pt

awarz2 ot the contracior's activities at &

neyloymancea period.

4

easongbleness of the time extensions and other contract amendments, the

:diines and before partial payments were made, and the absence of ade~-




number of hours and amount of materials that he uses, It is particuiarly

e

o

o b o —~
L3cering

ficials responsible for adind

h

important, therefove, that the o
the contract continuously monitor the contrvactor’s activities to easure
that they are performed in accorfancewith the provisions and scope of the
contract and that unnecessary costs are avoided. Althouzh such contracts
usually include time and fund limitations, inadequate monitoring may result
in faiiure to identify and question unreasonable extensions of time and
enditures of funds, We believe further that all agreements, activities,

and actions taken should be supported by written records so that officials
of the variocus units in Maritime which ave involved in the awarding, ad-
ministering, and paying of contracts can be fully and currently informed
wnen making decisions concerning contract activities.

RzZCOINIINDATIONS

We rocommend that Maritime, fo receive maximum benefits from its ADZ
equipment and te improve the administration of contracts (1) require the
oparating unit responsible for administration of the contractors' activities
to monitor the contractors® work at all times, and, when anplicable, ascer-
tain the reasons for contractors' failure to meet completion dates; (2)
include in future contracts of this type a requirement for submission of
progress reporks on a regularly scheduled ba§is; {3) require that all

reements and proceedings at meetings concerning changes in the scope OF

az

T2 contract work be documantad and included in the permanent contract
P

r{

and {4) vagquira contractors o sudbmlt adequate justification for

-13 - : .
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LEAS S VEASHS PURCHASTE OF

On September 17, 19068, we submitted a letter to the Acting Administrator
equesting his comments on the desiyabilicy of Maritime’s purchasing the
A02 equipment curvently leased from Honeywell, Inc. Our examination
stowed that, based on'g minimum equipment life of 5 years, Mavitiae would
nave realized savings of about $21,700 from May 1, 1968, to the exniration
of the S-year Iifé of each system component if all of the components except
the printer and card reacder were purchnased in lieu of continuing the preseat
After expiration of the S-year pariod, Maritime would
realize savings of about $68,200 annually if all system componenis excep:
the printer and card reader were purchased,
Since purchase costs would have exceeded lease costs for the printer
nd ¢ard reader by aboutl $4{100 and $500, respecctively, from Yay 1, 1968,
to the expiration of the 5~year life of each system component, net savings
would have been about $156,700 during this period if Maritime had purchased
all of the system components. Annual savings of about $73,9C0 would be
realized after expiration of the 5-year peviod for each system component
if ail of the present components were purchased.
in his veply dated November 27, 1968, the Acting Administrator stated
that Pﬁritime was reviewing its current and projected ADP requirements
and was anticipating & substantial increase in its ADP program. As a resuclt
expected increase, he statfed that Maritime planned to change its
ni comduter configuration by b, 1971. The Acting Adminiscrator
analysis of lease ve
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cost of leasing during that period by $31,209. rMaritime consicered it W
inadvisable, therefore, to change its mcthod of procurement of AD2 equip- W
ment at that time. The Acting Administrator stated, however, that, if W

future studies show that it is economically more advantageous to purchasa W

the equipment, funding requirements would be included in the 1971 budget. W

coscivstoy |

lle have analyzed the comments received from the Acting laritime Admin- W
istratoyr concerning the desivability of faritime'’s purchasing its ADD W
equipment and agree that Maritime would incur excess costs of about $31,000 W

il |

by purchasing the system es of January 1, 1909, over leasing it from that i W

\
date thvough March 31, 1971, when it plans to change its computer config- ‘ W

uration. We have also noted that the Department of Commerce recognizes ‘ W

that & reutilization potential may exist for the Honeywell equipment within HW

the Federal Government, and that the Department plans to report release ‘W

oI ~he equipment to GSA in accordance with current regulations so that ‘W

another Government agency can obtain the benefits of the renial peyment W
credits accrued by Maritice, W

We believe that, in any future equipment replecements, appropriate W
inciuding purchase, lease, and leaseback arrangements. W

consideration should be given to all methods of acquiring ADP? equipment,
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SCOZE OF BIVITW

Cur review of the procurcment and utilization of automatic data
processing equipment by the Maritime Administration was conducted at
raritime's headgquarters, Washington, D. C., and incluced a review of
Yaritime's feasibility studies and other documentation supporting its

cdecision to lease ADP equipment to ascertain whether this resulted in

|
i
the most cconomical method to procure the equipment, | W

In addition to our review of Maritime's use of its computer system,

Our veview of the operations within the Office of Data Systems in-

¢luded an examination of the procedures and controls over (1) the use of

§

the magnetic tape librarv; (2) the

h

ragnetic tapes and the operations o

&

H

1€

o,

aily operations in the computer room; (3) classified data, tapes, and
reports; and, (4) recording the utilization of the computer system.. We .
also reviewed the operations of the keypunch units and the internal con-
trols used over source data in these units.

He reviewed the conirols and procedures used to safeguard source
data and documents during transmittal berween the Office of Data Systems

and the operating units of the Maritime Administration. We also reviewed

the utilization of computer output and reports in selected operating units.

we reviewed the procedures and controls over reimobursements for the use

of Maritime's computer by other Government agencies. |
e examined into the administration of two contracts for computer

int servicaas Lo asceriain the reasons for numerous delavs and

cxtensions of the contracts and the eifect that the delays have nad on

Lo

he operations of the cognizant operating program for which the comoduter

oroprams were needed, L [ -
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