DCCUMENT RESUKE

0635¢ - [81706237] RELEASE N

{Use of Governaent-Owned Warshouses f£.z Storage of Bilitary
Members' Hcusehold Goods). I'D=78-220; B-146779. Hay 5, 1978.
Released June 5, 1978. 2 »p. ¢ enclosure (10 ppe.).

Report to Zen. Stros Thuraond; Ssn. Irnest F. tcllings; Lty
Bobert G. Rothwell (for Fred J. Shafer, Directcr, Logistics and
Comaunications Div.).

Issue Area: Pacilities and Baterial HNanagement (700); Shigsents
of Material to Achieve Lovest Overall Cost. (720).

Contact: Logistics and Comsunications Div.

Budget Function: National Defense: Departaznt of Defense -
Military (except procurement & ccntracts) {(05Y) .

Oorganization éeﬂéézﬁéda”Diﬁiztlintwnt“ﬁrttnxn:fchtxiastﬁnfﬂgtiggw'w

and Storage Co.

Conqressional Relevance: Sen. Stros lhuracpd; Sen. grnest F.
Hollings.

Authority: OiL3 Circular A-76, DOD Directive 4500.34. Army
Requlation 235-5. Air Porce R ‘julaticn 26-12.

The Charleston Moving and Stcrage Company expressed
concerp that GAO was investigating the possibility ot using
Government-ovwned warehouses rather tbanm ccasercial warehouses
for storing military meabers' household goods. 6AO is not
vorking in that a-ea nor plannang to Ieview that satter in the
near future. However, a Jaauary 1976 report noted potential
savings that could be realized by making greater use of existing
Government—-owned varehouses in the San Prascisco and San Antonic
areas. Both of these areas had excess ware¢houses and laxge
concentrations of military personnel. Th3 repor?’ pcinted out
that similar savings could be achieved at ¢thasr locations with
little or no effect on the quality of service. (RRS)
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The Honorable Strom Thurmond
The Honorable Ernest F, Hollings
United States Senate

On February 10, 1978, you sent us correspondence from
the Charleston Moving and S%orage Company concerning the
stcrage of militarv members' household goods. The company
pelieved that we were investigating the possibility of using

_Government-owned warehouses rather than commercial warehouses
for storing such goods.

Presently, we are nct working in this area nor are we
planning to review the matter in the near futuce. However,
in a January 1976 report to the Secietary of Defense. a
copy of which is en:closed, we noted potential savings that
could be realized b making greater use of existing Government-
owned warehouse: in the San Trancisco aad Sanq Antonio areas
for ctoring household goods. Both areas had excess ware-
nouses and large concentrations of military personnel. We
pointed out that similar savings cculd possibly be achieved
at other locations with little or no effect on the quality
of service.

In responding to our report, the Assistant Secretary of
Defense (Installations and Logistics) concurred with the basic
premise that the Department of Defense should use available
Government-owned warehouse space when savings are gsufficient
to satisf’ the requirements of Bureau of the Budget Circular
A-76. Defense later said it had not found any excess ware=
houses suitable, but it would lo % into the subject periodi-
cally.

tn our opinion, the concept of using available space
in existing Government warehouses, rather than renting com-
mercial space, is sound when it will result in savings to
the Government.

LCD-78-220
(943326)
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We will release this repcrt for distribution tn inter-
ested parties in 30 days unless you publicly announce its

contents earlier.
%F. J. Shafer
Director

Enclosure
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The Honocadle
The Secretary of Defense

Dear Mr. Secrecary:

We have rcviewed tha use of commeccial versus Governent
facilities for storing nousehold goods o' military pecsonnel.
OQur ocjective was to see if savings coulc be achieved by ‘

——uging storage sSpace in Government-owned naildings cathex than
commercial storage. We teviewed nontempor 12y storage (NTS)-
and temporary stecage, usually ceferred t. as storage in
tcansic (SIT), of internst-ional shipments of tousehold goods.
We excluded domestic shipments tequiting SIT because Inter=
state Comrecce Commission tegulations specified that such
shipments bpe stored exclusively in conccactar facilities.

We estinate that the Department cf Delanse (000) could
save about 31.3 million snnually by using Sovernment-ownad,
tather then commercial, warearouses in the §an Francisco and
san antonio areas. These iocations met the major ciizecia
for carrying out a Govecnment household grods storage Tro-
gcam. In addition te being less costly, beth ageas have
excess Government warehouse facilitias and larqge concantra-
rions of military personnel in the {mnadiate 2reaas.

A :hird location we reviewed--Bayonne, New Jersey=--had
larje concentrations of militacy pecrscnnel and aexcess ware-
house facilities, but using such facilities was more costly.

SACXGROUND

The DOD household goodsvéto:aqe program basically in-
cludes two types of storage.

-=NTS, which is usually BLov Jded by a commecrcial con-
tractor under a basic agreement with the Government
and which is used fer shipments requiring storlage
for more than 130 days. NTS generally is used only
for household goods to te stored uatil the owner r[e-
surng to the area.



ENCLOSURE I ENCLOSURE
B-146779 ' '

-=SIT, which is usually provided ty a conmercial con-
tractor under a Goverament bill of lading or con-
tracs, involves moving household goods. SIT genecC~-
ally is used 2t the goods' destination, although it
can be used at wie point of origin or while the
goods are in transit. 3IT i routinely authocized
for a .0-day period but can be extended to 180 days.

Storage service may be needwd as a result of (1) do-
mestic or internatioual mcvement of household goods, (2!
shipping weight limitations, ot (3) service members' elec-
tion to stoie their household goods in lieu of shipping them
providing ehoraqe coshe arve less than transportation cosis,

DOC costs for NTS and SIT for fiscal years 1972, 1973,
ard 1974 were $66 million, $64.6 million, and $68.4 million,
respectively. The cost of storage ia Governmeint facilities
was not included in these amounts.,

GOVERNMENT STQRAGE SPACE AVAILASLE

In recent years thare have been large teductions in
military activities at home and abroad. Such reduciions
not only have decreased the rumbaer of military personnel
traveling at home and abroad bu. also have increased the
amouit of vacant warehouse space suitable for household
good3 storaqge,

in tha Saa Fcanciseo and San Antenic craasg, wi iden-
cified about l.4 million gross sguare feet of Joveriment-
owned space which was availavle and sultable for bhuusahold
gnods stcrage, although some of the facilitlies might te-
quire altecations. This space was large enouqh to stocao
about 112 million pounds oi uLcusehold goods. The iocation
and amount of space at each activity are shown in the fol-
lowing table. :

Gross

Location . square feet
San Francisco araea:
GSA ware.ouse, South San
Franc¢.sco 250,000
Qakland Mrnmy Base 700,920
San Antonic area:
Keliy Air Torce Base 404,565
Total 1,355.435
ounpingunih NN

’”
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MILLIONS OFf POUNDS OFf HQUSEZOLD GOCDS
, D
During fiscal year 1974 an average af 2.1 million
pounds of hiusehold goods wele fn NTS and SII it the San
frarcisco aid San Antonio areas. Most 58 the 3torage was
in commercial facllities.

A breakdown of the averace weight in commercial ard
military stirage during fl.cal yeac 1974 follows.

gan Francisco San Antonio Total

emmmeme== ~omm=(pPiUNdS) smmmmmmceanseo

- Commeccial NTS 15,883,300 11,640,200 27,5°3,500

Commercisal SIT 1,012,500 393,871 1.346,37L

Military storage

(Sierra Army De-

pot) 3,186,939 (a) 3,186,535

Total 20,082,335 12,034,071 32,116,406

s U R S SRR SR S

a/Not determined.

SAVINGS BY USING GOVERNMENT
EﬁSTiAD OF COMVERoInG FACLILITISS

We egtimate "hat the cost o main.ain an avecage of 29
million pounds of household geocds in commersial storage in
the San Francisco and San Antonio araeas in fiscal year 1875
was about $2.5 millioen. toring the same quantity of hcuse-
hold quods in Govarnment facilities would have cost only
about $1.2 millien. The difference~--51.3 million-=represents
gavings that could have been achieved bv mak.ng greater use
of Government storage facilities. ,

Enclosure I and the related footnotes describe it e~
tail our comparative cost analysis. The savings we pru-
jected for 1975 for the two locations wera based on (1) tue
average amount of housshold goods cemaining in storage dur-
ing fiscal year 1974, (2) the average local commercial NTS
rates in effect at the end of fiscal year 1974, and (3) the
latest cates published in the military :zate tendecs.

In our anz)l/sis we considered three of the five majecc
elements of a nousehold goods storage ogeration-=-handling
in", storage, and “handling out" (incremental cost). We did
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not congidec packing and drayage tecaule, focr che most part,
they would be the same under commercial or Government 3toc~
age opercation. . .

Bureau of the Budget Ci.cular Numder A-=76 (Revised)
dated August 30, 1967, outlines Ine baii: policies to be
applied by uxecutive agencies in ceterrining whether commner-
cial and industrial products and terviues jed by the Gov~
ernmeat should be provided by private suppliers or the
Gevernment directly. The circular provides thah to justify
a Government-operated activity estimatnd savings should rep-
resent ar least 10 percent of contract costs, We estimated
thaz the San Francisco erea could have saved 46 percert in
storage cos:s and the San Antunio area could have saved &2
percent.

DOD's storage policy is set forth in Directive
4500.34 IV.3.6, which states that:

"a. Temporery Storcage (Storage in Transit). Quali-
£iid 1/ commercial storage facilities will be
us.;2 By the carrier.

", Non=-Tamporary Storage. (Qualilied commercial stor-
ag: facilities will ce used whensver they are
available at less cost than available D7D storage
facilities,”

In our cost analysis, we used Army Regulstiors 235-%
snd Alr Force Regulations 26-12, which se. forth OCD's
household goods storage policy and considered Cizcular A-76
requirements. :

CONCLUSIONS AND RECGMMENDATIONS

DOD can achieve considerable savings by making greater
uce of Government Stor-c2 facilities cathar than relying on
commercial storage in selected areas. Such s:vings can be
achieved with little or no effect on the quality of serv-
ices provided to DUD service membersS.

1l/Provisions for Govainment stocage of $IT shipments are 3et
forth in the tariffs under which thesa shipments move.
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 carrying out in-house storage pograms in areas that
prove to be cost effective should not require moving house-
hold goods now in contractor warehouses. Rather, the use
of commercial contractors would be reduced until Govarnment
warehouse re3ources had been exhausted, This method would
cause the laast adverse impact on commercial contractors'
operations.

We therefore cecommend that you direct the Militacy
Traffic Management Command, in cooperation with the milicary
secvices, to use Government facilities in the San Francisco
and San Anton‘c areas to stoce household goods. We also
recommend that DOD study the aconomic feasibility of carry-
ing out such programa in other locations where the potential
exists. CFor example, Los Angelcs, Seattle, and Norfolk all
have large concentrations of militacy personnel and ware-
house facilities.

AGENCY COMMENTS

Officials of the Military Traffic Management Command
told us that, Lf our cost information was correct, use of
Government-owned storage facilities sheuld be expanded,

As you know, section 23€ of the Legislati.c Reorganiza-
tion Act of 1970 rcquires the head of a Fedaral agency O
submit a written statement on actions he has takaesn on ouUt
recommendaticns to the douse and Senate Commi-tees on Gov-
ernment Qperations not latec rhan 80 days after the date aof
the report and the House and Senate Committees on Appropria-
tions with the agency's first request fcr avprepriatiens
nade more than 60 days after the date of the report.

We are sending copies of this report to the Director,
Office of Management and Budget; the Chairmen, Senate and
douse Committees on Government Operations, Approgriations,
and Armed Services; and the Secraetaries of the Air Force,
Army, and Navy.

Sincerely yours,

A p, 5. Shafer
Nirector

Enclusure
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GOMPARATVE ST ANALYSIS
QOVIANRENT VERSUS CONAERCTAL Swnsisg

Gant elesent.

{ ameceial stecage opegation
{note B}
contcact costs (note ¢
Nt
fretage
* fandling

$In '
stecage
qandliimg

Noncontiactual custs:
Gthet silizacy 129cage (rete 3)

Total (nott o)

Govarnsent atacdage apecation
(note £):
Specating 2:|ets:
Qlrait wxpensssl

Per3onnel and Senelill
(Aot g)

tquigment cental

Space Sgsupsney SOl
(ote =,

Additiunal Ccayage
(aece I»

“rdicect expenses:
scpreciarian {note )
(acegese [ age <)
Self-ingyced llavility (ades 1)
Qther (adicect [aste %
$pace cenavation cast {(nete n)

Nendgeracing coste:
Lust tax ceverue ![10%e Q)
Qpystunisy cosls (note p)
Total (nhote q)
Csriaated 2anuol saviags, Savecrnaent
s29c45e (note o)

HOTE: The footadles 9a de {3 laving

g3 _RQUSENSLY So00s (nate &)

tatimeted anAual sest
PY 1973

=Yeal Tan “Tan
o8 Prancises Antenie
$1,744,102 $ 979,238 771,047
246,042 138,387 §7:1%)
1.992.314 1,134,008 [TYPRI1)
21,543 184,182 47,260
18818 143,389 11,843
419,388 12,407,429 338,138 L.470,210 _18.934 917,302
9,23 n,243 °
70,140 9,140 -
1,498,484 1,841,483 117,302
$48,488 398,181 190,133
9,338 $,34 9
U4 i89,3n 8,769
172,339 156,398 19,302
152,098 n,849 Ty
L., 519 $0,428 41,380
3,307 . 1,669 e
13,448 .14 4,181
$8,392 §8.392 -
128,149 1,100,669 231,176 787,574 '5!7.5’} 143,998
44,348 6,308 17,181
$7.211 _ 101,23 37,317 14,122 - 17,1988
01.9¢ 13 VE L) PLL PR
l*.!".?l! $ 719.765 $376,99

peges v aa fategcal pact 3¢ txis eaglosuce,
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Notes to coss analygis

2/This cost an~lysis compzres oaly the incremental costs,
estimated for fiscal year 1975, of following elther of two
altarnatives for stocage and warehcuse handling of D00 house-
hold goods. Since costs ol other items incidental to shig-
ment and haacling of nousehold goods will te similacly in-
curced cegardless of which storage .lternative is selacted,
they are considered to be "wash ltenms® and have beepn ex-
cluded from the analysis. These wash ltems aca the costs
of pasking and unpacking household goods at tesidences and
dcayage 0 stocage facilities., Under the cperating con-
cept of she Government storage alternative, packing, un-
packing, and drayage of household goods will Le performed
by commescial contractors. Commercial concractocs .ace cur-
cently 2:cforming this service. Thus, there is ro change
in these costs under eithar alternative,

b/The commircial storage opecration is the alternative followed
presently, Under this altecnative, celiance is placed gri-
macily on commercial contractors or carrlers foc handling
and stocige of DOD household geods, sltlough some starage
doas cccur in Government facilitiws. Where a change in uce
of these facilities would iavolve a coruvesponding change in
incremenzal cost, the cost nas beea included in the anal-
ysis.

¢/Cantract cdst3 were proiected on the averige guantity of

household goods ramaining in NTS ard SIT during fiscal vear
19/4, muotiplied by %he respective average XTS5 and SIT tes
i~ effect during the first quaztec of fiscal year 1975
ezch locaticn. NTS rates for each locatisn are an aver
of the cates charged Sy locaL NTS contraciocs who cdllecs
tivaly stored at lsast /S percent of the locality's NTS
quantity during fiscal yeazr 197+, SIT rales £3r each loca-
tion are those whicn have seen published in applicadble Gov-
erament rate tenders. ~ll storage and nhandling costs wera
arnnuaiized and include appropriate adjustaents for an aver-
age 2-1/2 years NTS turnover period, ard an average 45 days
SIT turncever perlod. )

& Inive

-1
orC
ce

d/This item represents the cost of warenouse handling and nov-
temporary nousehold goods storage at Sierra Army Da2pot;
Hurlong, California, and transportation chacges ZI:zom Cakland,
California. It represents cost uader the curgent operating
method which will no longer te incurred if household goods
storage is performed at Oakland Army Sase in the San fran-
cisco. California, area. This was tile enly locaxion ce-
viewed where househald gocds were trans-shizged L0 another
locatisn for Govarnaent stiorage.
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a/Nc cost was included fur MTMC'S comnyccial contrace
administcation, 'We were told that esen though sorme basic
agceement contracts would be elimina:ed if household goods
stocage was performed in Government facilicies, othar basic
agreement contractocrs outside of the Govarnment storage
service area would still have to be nenitorad. Thus, there
wzuld te no significant reduction in contract adminiscra-
tion.

£/Governmens costs ace Dased on a concupt of operation that
entails tie following features:

~-conzainerized and mechanized storage operation,

~=civil service staffing far warshansing ocperacions
administrative secvices, and

--cont.nued celiance ¢n contractors for packing and
unpacking of household goods at residences and dcay~
age to s-orage facilities.

/Pecsonnel requirements were @ssimated by knowledgeable MINMC
officials at each location, and costed out at prevailing
local rates.

h/Space requirementis were computed for each lecation hased

upon szandard warehouse ocsupancy rates and a waignt den-
sity factor of six pounds gec cuoic fool Jor w=oncainecizad
housghold gocds. The required space at each lucation waq
costed at the respective space zates, The space rate in-
clides various cost of maintenanse, miaoc rsepaics, gtile-
ities, %ecurity and administrative expenses, It also ia-
cludes an ascrual “ar majer maintenance cos =~ identified at
Qaxkland Acrny Base.

i/Thils item represents the incremental cost of 2draying hocee-
hold goods to the Government storage facilicy fzom Sayond
the limits of the local ccmnercial zone, as cdefined by the
Code of Tederal Regulations, Title 49, pa:t 1043, For the
two locations analysed tiis was not a factor, but could kte
one in other arteas.

o/Capital outlays for asseis oc capizal improvenments have not
mween included a: their full acquisition cost., Only <le
annual derpeciation extense was censidered. The depreci-
ation i%em here represents the purchase cost of containers,
material handling equizment, and construction of zacks and
bins, uepreciated over their useful lifetime {13 vears) ac-
cording to gquidelinuze specified in the regulations.

k/Iazecrast is computed in accordance with AR 235-5 en tne
full capital reguirements lor acquisition of containers and
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equipment at the rate of 7,02 parcenz, This is the
interest 13te on long-term Treasury obligations at the end
of fiscal yaar 1574,

- 1/8elf-insured llability, conputed at 0.3 percent of direct
operating costs according to AR 215-5, inciudes the costs
resuleing from losses caused by fire and other hazarcds,
setilement of loss and damage claims and other uninsucred
claimas anc losses. The cost of claing settlement £or lost
or damaged househcld goaods although an important cost
itenm, i+ insignificiant because the Givernment essentialiy
pass the full 2osz of tn.s itenm undc: either alternacive,
for instance, undec the commezcial altecnative, contrac-
tors acre liable for up to $50 per inventory i-im at the
race of 1if oC 309 per pound on intecnational heusehold
goods shi,man:s, ot a0¢ per pound ~n domestic HTS. eny
logss or damage claix abov¢ this limitation, up ko $15,000
in total, is paid dizectly by tac Government., How " ¢,
contractors are also cequized oy the Governaent ¢ -arry
liability insurance .0 covar loss or damege clains The
premium caarged Ly che insurance carrier is ail 9pecatineg
cost to the conrtcactor which ne includes in his rates,
which in turn is passed on 0 :the custcmer--ia this case,
the Governtent. Urder tihe Sovernment scorage Alte native,
the only incremental cost of clainms settlenent would ke
an amount aqual 0 that which is recovered from contrac-
tors by COD membars or the Government agains: claims rs-
sulting exclusively Ir2m loss or damaje due 0 warehouse
handling cc stocage ol housahoid gocds. Jecause actual
deterninaticn ¢f this amount would hive entzail:d very 2x-
tensive auditing work, we the_ sfor2 &eCeptad the incra=-
mental factcr for seilf-insured liability pras
AR 2335=-3,

n/OtheL indirect costs coansist of various central adminis-

" trative services above the instsllation level., These are
computed at 2.0 cersent of direct cgerat.ng ccsts i1 ac-
covrdance with t.ue reqQuirements of AR 2353-3.

n/The cost of warehouse space tencvation work was iacluded
at it: annual amortized value (5 yeirs) if the work was
necessary before the space could ce used for household
gcods stocage. \

9/This cost represents the reduction in fedsral tax revenue
tec2ived from commezrcial contractors if Lo 2hold gneds
storage is diverted inte Geveramant-~owned faclilities, I
ig computed at 1,33 sercent of contracht costs in accorda
with the regulations. Although we are 3ware than thers
would e scme loss of statz and local taxkas, sSuch ¢ostis wara
not included in this study.

t
lce

(3N
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p/Opportunity cost reprasents the potential revenue foregone
as a result of using available Governmant-owned facilitias
for household goods storage, rather than putting them to an
alternative use, This cost was includad cnly if thece ~»s
an obvious and immediate alternative use for the Goveruaent
facilities. #for the San francisco, California, area, how=-
ever, this item was taken as the potential revenue from a
proposed lease of vacant warehousa spate to the Navy. This
proposal was bSeing actively negotiated ia March 1975. In
our analysis, potential lease revenue wvas teduced DY an
amount equivalent %o the depreclated value of warehouss
cenovation work. This was done because realizatica of the
lease ogpertunity ie alse contingent upon ranovating the
vacant space.

g/We did not include interest cost 2n the funds necessary for
renovarion ¢f Governnent facilities in the San Francisco,
Cali®oscnia, area, Interest was sxcluded Sec.use funds have
already Seer accrued in a reserve accaunt for capital in-
provements. This iadustrial fund account had a surplus of
$1.3 aillice at the seglnning of fiscai year 1375. These
funds would te subject o interest cost only if the najor
maintenance ptcjects (capital improvemants) for which they
were accrued culld ke permanently cefecred. Such would e
the casa if the waveshouse facilities in need of major main-
tenance worh were disposed of by the Government. In our
opiaion, this does rnot appear to te feasidle in view of
warehouse sgace denands nade by various Tederal agencies,
I=, taerefore, sSeems to u3 to Se a very tentative position
upon which to justify inclusion of additional interest on
funds for rencvaticn work,

g/Eatimated saviags s3hould represent at least 10 gercent of
contract ccsts in order to justidy a Sovernment ogferated
activity., As indicated telow, th: astimated savings in the
San Trancisco acea and the San Antcnin area suspess this

guideline significantly.

Percent
] & oinm
Location . , of savinzgs
San Francisco . 46.1
San antonio 6l.6

GENZRAL: Secause of the nagnitude of personnel costs involved
in this comparisan, life-cycle cnsting was .nL con-
sidered necessary.
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