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The Honorable 
The Secretary of Defense 

P 
Dear Mr. 

;e 
Secretary: 

%lZ surveyed the industrial fund accounting system for Navy Public ’ 
Works Centers at the Center in San Diego, California, TV determine II’ 
it was being operated in accordance with the system d+slgn .4” approved by 
the Comptroller General in >!arch 1974. 

The accounting system used by the N3vy Public Works Center, San -’ --- 
Diego, Californix, is being operatcd in accordance x~i th thz approved 
system design and is in compliance with the principles, standarrls, and 
related requirements currently prescribed by the Comptroller Gent?rnl 
in Title 2 of the GAO Policy and Procedures Manual for Gui.dance OF 
Federal Asencies. 7 We were 
systen design has’been 

ir.formed by Navy officials t113L the same 
implemented at Setien other rJub!.fc works CCnterS. 

In making our survey we relied primarily on work performed by the 
Naval Audit Service in a review of the system completed in March 1975. 
The Service concluded in its report, dated April 23, 1q75, that the 
system was operating in ‘.’ ordance with the approved design. The 
report also contained recommendations which were designr!d to improve 
tire efficiency of the system. We found that Navy officials took appro- 
priate action to implement tT1es.e recommendations. 

We also reviewed and evaluated changes fo the system sfnce a 
approvaL and tested operating procedures and controls over billfng 
of costs to custxners for completed work. 

The system destgn approved by the Comptroller General in 1974 
contains the f 01 Lowin: requirements which have not been fully imple- 
mented. _ ---- 
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1. Funding bjr cu:;tocier:j of tt.;ljor rnaintenancc:, r(~f.~l,:s, --- 
and al taratioz3 in ,id VP nc 1:: cJf the incu i’r’c:?c c’ of such 
costs by the industrial fund will. be rcstrictcd to 
a L2-month period bc$innirip with the d:~.~r: of apps-0~31 

of the PrGjZct. / 
, 

2. Funded end unfunded liilbility for ur.uscd annual leave 
of employres of revolving fund activities will be 
separately identified, 

The above requirements apply to all Department of Dcfcnse indus- 
trial funds. We are currently cv~tuntfng another P;avy Industrial 
Furd system desfgn and, durfng our evaluation, we ~ibl determine 
whether appropriate action has been ta’-.cn by the Department of Defense 
to require the above features to be !.mplcmented at alL inclustrial fund 
activities. 

We wish to acknowledge the courtc.sics and coopcrntion extended 
our representatives during the survey-. 

Sfncai-!y yours, 

D. 1,. Ssantlebury 
Dfroctor 
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