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May lo,1991 

The Honorab le Ear l Hutto 
Cha irman, Subcommittee on Read iness 
Committee on Armed Serv ices 
House of Representat ives 

Dear Mr. Cha irman: 

In March 1990, we issued a report’ and prov ided test imony address ing 
the Department of Defense’s (DOD) cont inu ing inventory management 
prob lems and the potent ia l for reduc ing DOD’s budget request for inven- 
tory. Since then, you asked us to summar ize def ic ienc ies in DOD’S i nven- 
tory requ irements determinat ion processes for secondary items.2 

Background DOD’S secondary items inventory more than doub led in va lue, from 
$43.4 b i l l ion to $101.9 b i l l ion, between 1980 and 1990. Th is growth can 
be attr ibuted to severa l factors, inc lud ing the introduct ion of new 
weapons systems, modern izat ion of current systems, and increased sup- 
port leve ls overa l l. 

Overstated inventory requ irements is another factor that can cause too 
much inventory to be mainta ined. Th is, in turn, can set in mot ion a 
ser ies of unnecessary expend itures for more storage space, transporta- 
tion, and personne l. In add it ion, excess quant it ies generated must be 
eventua l ly purged from the system, usua l ly at a severe f inanc ia l loss. 
Understated requ irements can resu lt in item shortages and reduced 
read iness of the un its need ing the mater ia l. Either way, the requ ire- 
ments determinat ion process has not ach ieved its pr imary ob ject ive of 
prov id ing the needed parts to the r ight locat ion in the most t ime ly and 
cost-eff ic ient manner poss ib le. 

Resu lts in Br ief Over the past 6 years, 97 reports issued by our off ice, the DOD Office of 
the Inspector Genera l (OIG), Army Aud it Agency, Nava l Aud it Serv ice, 
and Air Force Aud it Agency have been rep lete with examp les of spec if ic 
prob lems in the requ irements determinat ion processes. Our ana lys is of 

NL ‘Defense Inventory: Top Management Attent ion Is Cruc ia l  (GAO/NSIADSO-146, Mar. 26,199O). 

2Secondary items are def i ned as m inor end items; rep l acement, spare, and repa ir components; and 
personne l  support and consumab l e items. Examp l es inc l ude a ircraft and sh ip components; med ica l  
a nd construct ion supp l i es; and food, c loth ing, and fue l. 
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these reports h igh l i ghts the fo l l ow ing ser i ous prob lem  areas in DOD’s 
i nventory requ irements determ inat ion: 

9 inaccurate or unsupported data in the system that cause m isstated 
inventory requ irements, 

. management overr i des of computat i ona l  mode l s , 
l i nadequate cons iderat ion of an item ’s essent ia l i ty when order ing spare 

paf is, 
l i tem  managers’ fa i l ure to cance l  unnecessary or excess on-order mate- 

r ia l, and 
l i neffect ive management contro ls. 

DOD and the serv i ces genera l l y agreed w ith the f ind ings and recommen- 
dat ions conta i ned in the 97 reports and have taken man y  spec i f i c 
act i ons in response to those reports. However, def i c i enc i es s ummar i z e d  
in a September 1984 DOD/OIG report are s im i l a r to those ident if ied in the 
aud it reports i ssued over the past 6 years. On a broader sca l e/non deve l- 
oped and began imp l ementat i on of an Inventory Reduct i on P l an with in 
the past year that management off ic ia ls be l i eve addresses the overa l l  
i nventory requ irements determ inat ion process and its assoc i ated 
prob lems.  DOD reports that the p lan i s produc i ng s ome good in it ia l 
resu lts. However, the cha l l enge wi l l  be to guard aga inst the fam i l i ar 
prob lem  of good p l ans be i ng underm ined in imp l ementat i on/ 

Extent of Aud i t 
Coverage 

The pr ior 97 reports dea lt w ith one or more of the three requ irements 
determ inat ion areas- in it ia l  prov is i on i ng, rep l en i shment, and war 
reserves, As  shown in tab le 1, rep l en i shment rece i ved the greatest 
amount of aud it coverage, w ith 67 of the 97 reports address i ng th is 
area, fo l l owed by in it ia l prov i s i on i ng w ith 23 and war reserves w ith 
21 reports. 
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Tab i  1: Se l l l eted Aud i t i aeworts Re lated to the DOD Invef itQN Reuu l rementb Determine l i on Proc~rser 

Requ i rements determinat ion area/ 
organ izst lon ,1-1 ,-I--I-- OAQ DOD/O lG 

Army Aud lt 
Agency 

Air FofC8 
Aud it 

Agency 
Nav&AuI i J 

Tota l 
In it ia l cxov i s i on i na 

Army 0  0  9  0  0  9  
Air Force 1  0  0  8  0  9  ..- . . . . -I . ..-. -.. .--_ 
Navy 2  1  0  0  0  3  ..-_-.-._- _._... --.- _.... - ..____ 
DLA 0 0  0  0  0  0  
DOD/ i nterserv i ce 0  2 0 0 0 2 

Subtota l 3 23 

Rep l e n i s hment 
Army 6 1 2 0 0 9 
Air Force 1 4  0  0  22 0 36 
Navy 4 0 0 0 5 9 
DLA 2 2 0 0 0 4 ._ -.-._ --_-. .._. -_____-- 
DOD/ interserv i ce 2 7 0 0 0 9 

Subtota l 28 10 2 22 5 67 

War reserves 
Army 0  0  0  0  0  0  
Air Force 3 0 0 13 0 16 
Navv -0 0  0  0  1  1  
DLA 2 1  0  0  0  3 
DOD/ interserv i ce 0  1  0  0  0  1  ““, ,,11 I~, ,*“l l l ~m.,“,, ,I II I” *rn_. l” -_. ..-.. 

: Subtota l 5 2 0 13 1 2 1  

ToU l reportr’ 36 15 11 43 6 111 
Net reDor& 32 14 1 1  34 6 97 

Ybrne reports address more than o n e  requ i r ements determ inat i on area. 

Some of the prev ious l y d i scussed prob l ems are cons i dered ser ious 
because they were ident if ied in many of the 97 reports. Others are con- 
s idered ser ious because (1) they were found in a l l of the serv i ces or a l l 
three areas of the requ i rements determinat ion process, or (2) they were 
reported as prob l ems by a l l of the aud it groups or are long-stand ing 
prob l ems. The fo l l ow ing sect ions prov ide examp l es of the ser ious 
prob l ems. 
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Inaccurate or 
Unsupported Data 

Inaccurate or unsupported data in the system is the most common cause 
of the misstated inventory requ irements, Th is prob l em was ident if ied 78 
t imes in the 97 reports, and in a l l three areas of the requ irements deter- 
minat ion process. For examp le, in August 1990, the Air Force Aud it 
Agency reported3 that spare eng ine requ irements were based on inaccu- 
rate eng ine remova l  rates, resu lt ing in overstated eng ine requ irements 
va lued at $156.8 mi l l i on. 

Management Overr ide Management overr ide of computat iona l mode l s used to determine inven- 

of Computat iona l  
Mode l s 

tory requ irements, in and of itself, is not necessar i l y bad if there is a 
good reason for do ing so. However, many of the aud its found that 
manua l  intervent ion was tak ing p lace too often without suff ic ient 
reason in a l l three areas of the requ irements determinat ion process. For 
examp le, the Army Aud it Agency reported in 198fS4 that commod i ty 
command personne l incorrect ly used manua l l y ca lcu lated requ irements 
that were ne ither cons istent nor documented, rather than us ing the 
requ ired computat iona l mode l s for an est imated $156 mi l l i on of prov i- 
s ion ing requ irements for s ix weapons systems. 

Inadequate DOD’S fa i lure to adequate ly cons ider item essent ia l ity when order ing 

Cons iderat ion of Item 
spare parts has resu lted in over-expend itures and was reported by al l of the aud it agenc ies. For examp le, a May 1990 Air Force Aud it Agency 

Essent ia l i ty report6 showed that war reserve requ irements were overstated by 
$19.7 mi l l i on because inadequate gu idance and tra in ing was prov ided 
regard ing the importance of us ing accurate essent ia l ity codes when com- 
put ing war reserve requ irements. 

3Requ i rements for F lOO-PW and F lOO-GE Spare Eng i nes a nd Modu l e s (Air Force Aud it Agency 
Pro ject 9126118, Aug. 17, lQQO). 

4Aud it of In it ia l Prov is i on i ng-Acqu is i t i on a n d Requ i rements Determ inat i on (Army Aud it Agency, 
NE 88-206, Feb. 22,1988). 

6Accuracy of Se lected Data Used in Aircraft Wart ime Spares Requ i rements (Air Force Aud it Agency 
Pro ject 9126116, May 3, lQQO). 
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Fa i l ure to Cance l  
Excess Mater i a l  o n 
O rder 

Fa i l ure to cance l  unnecessary or excess on-order mater i a l s i s a long- 
stand ing prob lem  that we have been report ing on at least s i nce 1974. 
More recent ly, in March 1990 we reported6 how the Defense Log i st i cs 
Agency (DLA) i tem  managers avo i ded mak i n g  term inat ion recommenda- 
t ions to contract ing off icers. At one supp l y center, contracts were not 
cons i dered for term inat ion if they fe l l be l ow $26,000, a thresho ld that 
exc l uded 98.5 percent of the center’s contracts. Item  managers were 
i ncreas i ng requ irements to avo i d recommend i n g  term inat ions. Lax or 
nonex istent superv i s i on a l l owed quest ionab l e dec i s i ons not to recom- 
mend  term inat ions to go unreversed. 

Ineffect ive The inventory requ irements determ inat ion prob lem s  that have contr ib- 

Manag ement  Contro l s uted to excess inventory growth have cont i nued because of fundamenta l  
shortcom ings in DOD’S management contro l systems. A l l  the aud it agen- 
c i es have reported it as a prob lem . For examp l e, in August 19887 the 
Army  Aud i t Agency reported that the Army  Mater i e l  Comman d  needed 
to exerc i se greater contro l over the in it ia l prov i s i on i ng process to ensure 
that new systems were fu l l y supported at the least poss i b l e cost. 
Accord i ng to the report, the c ommod i t y  c omman d s  frequent ly requested 
more funds and acqu i red and f ie lded more item s  than needed to support 
new systems. 

In January 1990, the Comptro l l er Genera l  ident if ied DOD’S i nventory 
management as an area of part icu lar r i sk for m i smanagement, fraud, 
and abuse. DOD’s f isca l year 6989 F i nanc i a l  Integr ity Act report stated 
that system i c weaknesses Caused excess inventory growth, unnecessary 
procurements, and ineffect ive use of s ome assets. The 97 reports we 
rev i ewed focus on the who l esa l e i nventory leve l, but reta i l i nventory 
leve l  requ irements determ inat ion a l so needs attent ion. In November 
1990, we reported that incorrect program m ing of computer software 
used by the Army  to determ ine repa ir parts stockage l eve l s on its d iv i- 
s i ons’ author ized stockage l i sts resu lted in the author ized l eve l s be i ng 
overstated by 10 days of supp l y (as muc h  as $110 m i l l i on).8 

‘b f e nw Inventory: Defe n s e  Log i st i cs Age n c y ’s Exce s s  Mater i e l  o n  Order (GAO/NSIAD-90- 1 0 6 ,  
Mar. 6, lQQO). 

‘In it ia l Prov i s i o n i n g -Management of the In it ia l Prov i s i o n i n g Process (Army Aud i t Agency, 
N  N  , Aug. 

‘Army Log i st i cs: Author i z ed Leve l s  of Repa i r  Parts at the D iv i s i o ns Are Overstated (GAO/ 
9 1  - - 6& Nov. 20, lQQO). 
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DOD Has Mad e  E fforts Over the past year, DOD has mad e  progress in address i ng its i nventory 

to Address Inventory requ irements determ inat ion prob lems.  DOD and the serv i ces prom ised 
correct ive act i ons in response to the numerous spec i f i c recommenda- 

Prob lem s  t ions conta i ned in the 97 reports and genera l l y fo l l owed through on 
those prom ises. For examp l e, they have rev i sed po l i c i es and procedures 
in s ome areas, such as promot i ng the purchase of econom i c  order quant i- 
t ies and reduc i ng procurement lead tim e s  through the use of contract 
opt ions. 

In 1989, DOD a l so began to demonstrate top management c omm i tment  to 
address i ng its i nventory management prob lems,  inc l ud i ng requ irements 
determ inat ion. The Defense Management Report in it iat ives, w ith a tota l 
est imated sav i ngs of about $70 b i l l i on, target inventory management. 
A lso, in Ma y  1990, DOD i n i t iated an Inventory Reduct i on P l an to meet 
the cha l l enges of res i z i ng its inventor ies wh i l e ma inta i n i ng the ga i ns in 
read i ness resu lt i ng from  the defense strategy of the 1980s. 

DOD’S March 1991 progress report on imp l ementat i on of the Inventory 
Reduct i on P l an descr i bes favorab le resu lts regard ing its efforts to 
address overa l l  i nventory management prob lems.  For examp l e, DOD 
reports that it reva l ued inventory and took other act ions, so that from  
f isca l years 1989 to 1990 the 

. tota l i nventory va l ue of secondary item s  decreased from  $109.6 b i l l i on 
to $101.9 b i l l i on, 

9 i nvestment to cover procurement lead tim e  decreased from  $21.5 b i l l i on 
to $19 b i l l i on, and 

. safety leve l  i nventory va l ue dec l i ned from  $6.3 b i l l i on to $5.4 b i l l i on. 

In add it ion, the A ir Force reports cance l i ng near ly $500 m i l l i on in pro- 
curement act i ons s i nce Apr i l  1990, inc l ud i ng $259 m i l l i on of a ircraft 
spares term inated from  contracts. 

W e  have not conf irme d  the above reduct ions but have ongo i ng work to 
ana l yze reported inventory. W e  be l i eve that such reduct ions wou l d 
ref lect improvements in DOD’S i nventory management, inc l ud i ng requ ire- 
ments determ inat ion. As  DOD acknow ledges, further improvements are 
needed. For examp l e, the overa l l  DOD excess-on-order mater i a l  stat ist ic 
rema i n s  at about 10 percent. However, in genera l, the reported inven- 
tory stat ist ics ind icate that DOD’S efforts to reduce inventory are tak ing 
DLA and the serv i ces in the r ight d irect ion. 
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We  be l i eve that DOD needs to transform  the log i st i cs cu lture to ensure 
that the customer’s needs are sat isf ied more econom ica l l y  and eff i- 
c ient ly. It a l so needs to inst i l l  a v i g i l ance into the system so that log i st i cs 
managers, superv i sors, and staff ensure that appropr iate po l i c i es, proce- 
dures, and mode l s  are fo l l owed. Top management must cont inue its c om- 
m itment to improve inventory requ irements determ inat ion. It must 
mon i tor imp l ementat i on of the strategy to ensure that the prom ise of 
p l anned improvements i s turned into rea l i ty, 

Some  attr ibutes of a h igh qua l i ty requ irements determ inat ion process 
wou l d be (1) a data base w ith accurate and reasonab l y current informa- 
t ion and a system to ensure the cont inu i ng accuracy and currency of the 
data, (2) overr i des of computat i ona l  mode l s  on l y when necessary, and 
(3) management contro l s y s tems that ident ify requ irements c leterm ina- 
t ion prob lem s  and mon i tor correct ive act i ons to ensure prob lem s  are 
f ixed. 

Perhaps the most important ingred ient in reso l v i ng DOD’S i nventory 
requ irements determ inat ion prob lem s  is the cont i nued c omm i tment  of 
top management to a comprehens i v e strategy for improv i ng the 
processes. Not on l y does top management need to cont inue its c omm i t -  
ment, but it a l so must engender a s im i l a r c omm i tment  in l og i st i cs per- 
sonne l  who wi l l  have to imp l ement the strategy. It must a l so mon i tor 
imp l ementat i on of the strategy to ensure that correct ive act i ons have 
remed i e d the shortcom ings. In the absence of management v i g i l ance and 
a broad-based c omm i tment  to a comprehens i v e strategy, the funda- 
menta l  and long-stand ing shortcom ings in DOD’S i nventory requ irements 
determ inat ion processes wi l l  not l i ke l y be corrected. 

Agency Commen t s  DOD acknow ledged the facts in our report, genera l l y agreed w ith our con- 
c l us i ons, and noted that it i s address i ng i nventory management def ic i en- 
c i es through its Inventory Reduct i on P lan. 

W e  have incorporated DOD’S ora l c omment s  where appropr iate based on 
our in it ia l report draft. A  copy of DOD’s written response i s i nc l uded as 
append i x V. 

Append i x I prov i des a d i scuss i on of the requ irements determ inat ion 
processes and re lated prob lems.  Append i x II sets forth a matr i x of pr ior 
f ind ings, correct ive act ions, and monetary benef its. Append i x III l i sts 
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s ummar i e s  of the 97 se l ected reports that we rev i ewed, and append i x IV 
l i sts the reports by aud it agency. 

The observat i ons mad e  in th is report are based on pr ior aud it reports, 
wh i ch conta in a number of spec i f i c f ind ings and recommendat i ons. The 
purpose of th is report i s to emphas i z e the ser i ousness of the prob lems.  
No separate aud it work was done for th is report. 

Un l ess you pub l i c l y announce its contents ear l ier, we p lan no further 
d istr ibut ion of th is report unt i l  2 days from  its i ssue date. At that time, 
we wi l l  send cop i es to the Cha i rmen, Senate Comm i ttee on Govern- 
menta l  Affa irs, House Comm i ttee on Government Operat ions, and House 
and Senate Comm i ttees on Appropr i at i ons and on Armed  Serv i ces; the 
Secretar i es of Defense and the Army, the Navy, and the A ir Force; the 
Director, Defense Log i st i cs Agency; and the Director, Off ice of Manage- 
ment and Budget. Cop i es wi l l  be mad e  ava i l ab l e to others upon request. 

Th i s  report was prepared under the d irect ion of Donna M . He iv i l i n, 
Director, Log i st i cs Issues, who ma y  be reached on (202) 275-8412 if you 
or your staff have any quest ions. Other ma j o r contr ibutors to th is report 
are l i sted in append i x VI. 

S incere l y yours, 

Frank C. Conahan 
Ass i stant Comptro l l er Genera l  
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D iscuss ion of DOD’s Inventory Requ irements 
Determ inat ion Processes and Re lated Prob lems 

Th is append ix descr ibes the Department of Defense’s (DOD) i nventory 
requ irements determinat ion processes and presents spec if ic examp les of 
reported def ic ienc ies. Append ix III prov ides summar ies of al l 97 reports 
issued by our office, DOD, and the mi l itary serv ices. 

DOD categor izes secondary items into in it ia l prov is ion ing stock, peace- 
t ime operat ing stock or rep len ishment, and war reserves. Requ irements 
determinat ion processes differ for each category, and the Defense Log is- 
t ics Agency (DLA) and mi l itary serv ices have deve loped their own pro- 
grams for these processes. Inventory management of secondary items, 
inc lud ing requ irements determinat ion and procurement, is performed by 
20 Inventory Contro l Po ints with in DOD: 6 in the Army, 5 in the Air 
Force, 2 in the Navy, 1 in the Mar ine Corps, and 6 in DLA. 

DOD i nventory requ irements determinat ion beg ins with in it ia l prov i- 
s ion ing, wh ich is the process of ident ify ing and acqu ir ing the spares and 
repa ir parts necessary to support a pr inc ipa l item, such as a tank, sh ip, 
or aircraft, dur ing its in it ia l per iod of serv ice (usua l ly 2 years). After 
secondary items are estab l ished in the DOD supp ly system, rep len ishment 
programs are used to determine the type and amount of items needed to 
support current and p lanned peacet ime operat ions. War reserve stocks 
are acqu ired and pos it ioned to meet cont ingency requ irements. 

Init ia l Prov is ion ing Init ia l prov is ion ing is des igned to ensure the ava i lab i l ity of spare stocks 
for new pr inc ipa l items at the operat ing organ izat ions and ma intenance 
and supp ly act iv it ies unti l a requ is it ion ing h istory deve lops. DOD deter- 
mines in it ia l prov is ion ing requ irements based on contractor est imates, 
eng ineer ing judgments, and past exper ience with s im i lar systems. At the 
end of th is in it ia l per iod, the norma l rep len ishment process beg ins. 

We rev iewed 23 reports that address requ irements determinat ion e le- 
ments with in the in it ia l prov is ion ing process. Some examp les of the 
recurr ing prob lems ident if ied in the reports fo l low. 
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Append i x  I 
Mscus e i o n  of DOD’s Inventory Raqu i r ement.a 
Determ i nat i o n Pro c e ew a n d  
Re l a t ed Prob l ems 

Inadequate or De l i n quent 
Prov i s i on i ng Techn i ca l  
Data Prov i ded by 
Contractors 

The m i l i tary serv i ces need techn ica l  documentat i on and informat i on 
prov i ded by contractors to ident ify needed items,  the quant it i es of item s  
to be acqu ired, and where the item s  shou l d be stocked. 

In Ma y  1988,’ the Army  Aud i t Agency rev i ewed four end- item  prov i- 
s i on i ng program s  at the U.S. Army  Commun i cat i ons-E lectron i cs Com- 
mand. Th i s  rev i ew revea l ed that contractors were not de l i ver ing key 
prov is i on i ng data on tim e  and de l i vered data that were often i ncomp l ete 
or inaccurate. Another Army  Aud i t Agency report, i ssued in August 
1988,2 showed that about $59.8 m i l l i on was pa id to contractors to 
deve l op techn ica l  prov i s i on i ng data. S i nce the Army  commod i t y  c om- 
mand  personne l  were not know ledgeab l e about the ana l ys i s process and 
the ir rev i ews of the contractors’ data were l im ited in scope and inade- 
quate ly documented, the Army  accepted contractor data that cou l d not 
be used as intended in prov i s i on i ng new weapons systems. 

Inaccurate or Unsupported 
Data W ith in Data Base 
Used  to Comput e  
Prov i s i on i ng Requ i r ements 

In February 1988,s Army  aud itors reported that requ irements for in it ia l 
prov i s i on i ng support item s  tota l i ng about $239 m i l l i on for n ine weapon 
systems rev i ewed at three c ommod i t y  c omman d s  were not adequate l y 
supported. W e  reported in February 1990 that the A ir Force ma i nta i ns 
$63.8 b i l l i on in i nventor ies of supp l i es and spare parts, but the systems 
used to prov i de accountab i l i ty over these inventor ies do not prov i de 
re l i ab le data support ing e ither the quant it i es or the ir va lue.4 In its June 
1986 aud it6 of se l ected F- lGC/D, B- lB, and C-5B spares, the A ir Force 
Aud i t Agency found that A ir Log i st i cs Center personne l  used inaccurate 
p ipe l i ne factors to compute prov is i on i ng requ irements resu lt i ng in m is- 
statements of $7 1.1 m i l l i on. 

‘In it ia l Prov i s i o n i n g-P l snn i n g a n d  Ma n a g eme n t  of the Prov i s i o n i n g Process, U.S. Army Commun i c a -  
t i ons-E lectron i cs Comman d ,  Fort Monmou t h ,  NJ  (Army Aud i t Agency, NE 88211, Ma y  24,1988). 

21n i t i a l  Prov i s i o n i n g -Management of the In it ia l Prov i s i o n i n g Process (Army Aud i t Agency, 
N ’E M-213, Aug. 22, 1988). 

3Aud i t  of In it ia l Prov i s i o n i n g-Acqu i s i t i o n a n d  Requ i r ements Determ i nat i o n (Army Aud i t Agency, 
NE 88-206, Feb. 22, 1988). 

4F i n anc i a i  Aud i t: A ir F orce Do e s  Not Effect i ve l y Account for B i l l i ons of Do l l a rs of Reso u r c e s  (GAO/ 
_  _  9 0  23, Feb. 23,199O). 

‘%ov i s i o n i n g  Requ i r ements ~mIxn.at i o ns (A ir F orce Aud i t Age n c y  Pro j ect 5 1 2 6 1 1 4A, J u n e  3,1986). 
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Appen d h I  
Dhmm i o n  of DOD’s Inventory Requ i r ementa  
Determ i nat i o n Process a n d  
Re l a t ed Prob l ems 

Requ i red 1 __ _- Aode l s  for In the A ir Force Aud i t Agency’s June 1986 report, ineffect ive app l i ca- 
Corn1 lut ing In it ia l t ion of an opt im izat ion mode l  for comput i ng prov is i on i ng requ irements 
n-,-2 rruv i s i on i ng Requ i r ements l ed to a $1.7 m i l l i on overstatement of requ irements for the F- lGC/D. In 
\T 
NOt 1 * ‘Jsed or Used  i ts February 22,1988, report,6 the Army  Aud i t Agency conc l uded that 

one c ommod i t y  c omman d ’s fa i l ure to use accurate log i st i cs data in c om- 
Improper l y putat iona l mode l s  had led to the s ign if i cant overstatement or under- 

statement of resu lt i ng requ irements. In the s ame report, Army  aud itors 
revea l ed that the computat i ona l  mode l s  were not used by two other 
c ommod i t y  c omman d s  as requ ired to ca lcu l ate an est imated $155 m i l l i on 
of prov is i on i ng requ irements for s i x weapon systems. Instead, c om- 
mod i t y c omman d  personne l  computed the requ irements us i ng manua l  
methods that were not documented and were not cons istent among the 
c ommod i t y  c ommands .  

Inappropr i ate 
Procurement Transact i ons 

In a March 1989 report’ on the Navy’s AV-8B a ircraft program , we noted 
that desp ite DOD gu i dance wh i ch states that in it ia l prov i s i on i ng shou l d 
be prov i ded in a cost-effect ive manner, the AVSB sect i on head adopted 
a m in im um  buy po l i cy that author ized purchases for every type of spare 
regard l ess of the outcome of the requ irements formu l a. Add it i ona l l y, we 
found that in s ome cases the Av iat i on Supp l y  Off ice d id not cons i der the 
current inventory or pr ior orders when p l ac i ng subsequent orders and 
i ncreased spare parts orders due to contractor- imposed  m in im um  order 
requ irements. W e  found that act i ons taken on 16 of the 38 item s  
rev i ewed, va l ued at $203,000, were quest ionab le. Of the 16 quest ionab l e 
act ions, 11 i nvo l ved the po l i cy to overr ide ca l cu l ated requ irements in 
order to buy a set m in im um.  

Severa l  Army  Aud i t Agency aud its revea l ed that unpr i ced contractua l 
instruments (unpr iced de l i very orders and undef in i t i zed contract mod i -  
f icat ions) were used excess i ve l y and repet it ive ly to acqu i re prov i s i oned 
items.  Accord i ng to the Army  Aud i t Agency, when unpr i ced instruments 
are i ssued, the government accepts more r i sk than necessary and ma y  
pay h igher pr ices. Army  po l i cy str ict ly l im its the use of unpr i ced con- 
tractua l instruments. In a Ma y  1987 aud it* on the Army  He l i copter 
Improvement Program, Army  aud itors found that 66 of 163 de l i very 

6Aud i t  of In it ia l Prov i s i o n i n g-Acqu i s i t i o n a n d  Requ i r ements Determ i nat i o n (Army Aud i t Agency, 
rJF88-206, Feb. 22, 1988). 

‘Na  Su  p ly: Quest i o n ab l e  Dec i s i o n s Increased In it ia l Spar e s  Cost for AV8B Aircraft (GAO/ 
i&&-d 103, Mar. 2,198Q). _  - 

*In it ia l Prov i s i o n i n g-Army He l i c opter Improv ement Prog r am (OH-68D) U.S. Army Av i at i on Sys- 
t ems Comman d ,  St. Lou i s, MO  (Army Aud i t Agency, M W  87-201, Ma y  6,1987). 
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Append i x  I 
D i s cuss i o n of DOD’s Inventory Requ i r ements 
Determ i nat i o n Prxx ews a n d  
Re l a t ed Prob l em 

orders and contract mod i f i cat i ons rev i ewed were unpr i ced when i ssued, 
Another June 1987 Army  aud its on the U.S. Army  Commun i c at i o ns- 
E lectron i cs Comman d  revea l ed that 83 percent of orders for the support 
item s  of four new systems were i ssued unpr iced. 

Rep l en i s hment Rep l en i s hment stock requ irements are based e ither on h istor ica l usage 
rates or on other factors such as est imated use rates. In determ in ing 
rep l en i shment inventory needs, three factors are cons i dered: econom i c  
order quant ity, procurement lead tim e  leve l, and safety leve ls. Econom i c  
order quant ity i s the amount of inventory needed to meet demand 
between success i v e rep l en i shment orders and i s equa l  to the rep len ish- 
ment quant ity when assets reach the reorder leve l. Idea l l y, it i s the 
quant ity that resu lts in the l owest tota l cost for order ing and ho ld i ng 
stock. The procurement lead tim e  leve l  i s the amount needed to meet 
norma l  d emand dur ing the tim e  requ ired to order and rece i ve de l i very 
of stock. The safety leve l  i s the amount needed to meet f luctuat ions in 
d emand and procurement lead time. 

DOD’s requ irements determ inat ion processes for rep l en i shment rece i ved 
the most extens i ve aud it coverage by us and DOD aud it agenc i es- 
67 reports in a l l. A  September 1986 Log i st i cs Management Inst itute 
repoW on procurement lead tim e  conc l uded the fo l l ow ing: 

l The bas i c procurement lead tim e  forecasts that dr ive the DOD requ ire- 
ments determ inat ion process must be rea l i st ic if the interface between 
inventory contro l and procurement i s to be workab l e. 

. DOD procurement lead tim e s  for spare parts must be reduced to decrease 
mater i a l  support costs, improve forecast accuracy, and enhance system 
f lex ib i l i ty. 

. Dr i ven by work load constra ints, data prob lems,  and funct iona l b i ases, 
DOD managers fa i l to accord procurement lead tim e  the importance and 
management attent ion it deserves. 

Examp l e s  of the recurr ing prob lem s  are presented in the fo l l ow ing 
paragraphs. 

gIn it i a l  Prov i s i o n i n g-Acqu i s i t i o n a n d  Requ i r ements Determ i nat i o n - U.S. Army Commun i c a t i o n s -  
&ctron i c s Comman d ,  Fort Monmou t h ,  NJ  (Army Aud i t Agency, NE 87-203, J u n e  26,1987). 

l”Procur ement L e a d  t ime: T h e  Forgotten Factor (Log i st i cs Ma n a g eme n t  Inst itute, ML6 1 6 /SAP, Sept. 
I@@> .  
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D lmdo n  of DOD’s Inventory Requ i r ements 
Detarm i nat l o n Pro c e aw a n d  
Re l a t ed Prob l ems 

Inadequate or Inaccurate In November 1989, the Nava l  Aud i t Serv i ce reported that the Mar i n e 
Manua l  Rev i ews Corps Log i st i cs Base, A lbany, Georg i a, d id not va l i date the accuracy of 

data used to compute rep l acement stock requ irements and d id not per- 
form  fo l l ow-up rev i ews as often as requ ired by Mar i n e Corps d irect ives. 
The aud itors rev i ewed $238 m i l l i on in rep l acement stocks and found 
def ic its and excesses va l ued at about $48,6 m i l l i on. l l In add it ion, in 
March 1990, we reported that DLA’S supp l y centers had not adequate l y 
imp l emented DLA po l i cy gu i dance for effect ive item  manager rev i ew of 
the computer generated excess on-order reports and superv i sory rev i ew 
of item  managers’ act i ons concern i ng the reports. Moreover, DLA off ic ia ls 
had not adequate l y fo l l owed up at the supp l y centers to ver ify that the 
po l i cy had been imp l emented proper ly. F r om a un i verse va l ued at 
$683.1 m i l l i on, we est imated that $326.6 m i l l i on was excess mater ia l ; 
however, item  managers on l y r e commended $49.9 m i l l i on for contract 
term inat ion lz 

Inaccurate or Unsupported Our March 1990 report po ints out that erroneous informat i on in the 
Data W ith in the Data Base Army’s Av iat i on Syst ems Comman d  data base caused the requ irements 

Used to Comput e  system to compute incorrect requ irements l eve l s for 6 of the 45 item s  

Rep l e n i s hment rev i ewed. As  of September 30, 1988, the Av iat i on Syst ems Comman d  

Requ i r ements 
reported about $26 m i l l i on of unrequ ired inventory for these s i x items.13 
In March 1989, the Army  Aud i t Agency reported that item  managers 
put $119.7 m i l l i on of unsupported, manua l l y  generated requ irements 
and $21.3 m i l l i on of unsupported, extended requ irements ob j ect i ves into 
the automated supp l y system.14 

’ 1  Requ i r ements Determ i nat i o n for Operat i n g  Stocks a n d  Spare s  Acqu i s i t i o n Va l u e  Enh a n c emen t  Pr+ 
g r am at Mar i n e  Corp s  Log i st i cs Base, A l bany, GA  (Nava l  Aud i t Serv i c e 0 04-S90, Nov. 16,198Q). 

‘%ef e n s e  Inventory: Defe n s e  Log i st i cs Age n c y ’s Exce s s  Mater i e l  o n  Order (GAO/NSIAD-90- 1 0 6 ,  
Mar. 6,199O). 

1 3Army Inventory: Growth in Inventor i es That Exc e e d  Requ i r ements (GAO/NSIAD-90- 6 8 ,  Mar. 22, 
1990) 
1 4Seco n d a r y  Item Supp l y  Man a g emen t ,  U.S. Army M iss i l e  Comman d ,  Reds t o n e  Arsena l ,  AL  (Army 
Aud i t Agency, SO  89-9, Mar. 17, 1989). 
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Inaccurate Rep len i shment In February 1989, the Nava l  Aud it Serv ice reported that the Navy’s Av i- 
Requ irements Generated at ion Supp l y Off ice d id not adequate ly contro l computer process ing of 

by Program Mode l s Ma intenance and Mater ia l Management data needed to va l i date p lanned 
program requ irements for var ious Av iat i on Supp l y Off ice and DOD i n it ia- 
t ives tota l ing about $600 mi l l i on.15 A lso, in December 1988, the Army 
Aud it Agency reported frequent inaccurac ies in the program factors 
used by the Army’s Armament, Mun it i ons, and Chem ica l  Command to 
compute requ irements ob ject i ves for secondary items. Item managers 
changed, without support ing documentat ion, some informat ion prov ided 
by the commod i ty command respons ib l e for manag i ng the end item. 
These changes caused requ irements ob ject i ves to be overstated by about 
$170,000 for the three i tems aud ited.16 

Overstated Safety Leve ls In August 1990, we reported that after the Air Force imp lemented its 
new a ircraft ava i l ab i l i ty mode l  for comput i ng safety leve l requ irements 
for a ircraft spare parts, safety leve l requ irements increased by about 
$482 mi l l i on. Th i s occurred desp ite a $4 b i l l i on decrease in the Air 
Force’s future pro jected parts usage, wh ich shou l d have decreased 
safety leve l requ irements.17 A lso, in September 1986, we reported that 
safety leve l requ irements for a tota l of 48,399 i tems at the Army’s s i x 
ma jor subord inate commands exceeded the requ irements for procure- 
ment lead t ime by about $76 mi l l i on. The safety leve l requ irements that 
we stud ied var ied s ign if icant ly from one month to another and in some 
cases prov ided up to 99 months of supp l y for spare parts.‘8 

In January 1988, we a lso reported that the Navy’s Av iat ion Supp l y 
Off ice had increased safety leve l requ irements by an est imated 
$80.6 mi l l i on for certa in i tems by lower ing the acceptab le leve l of r isk of 
runn ing out of stock for these items. They a lso prov ided safety leve l 
requ irements of $11.1 mi l l i on for some items, even though a ircraft cou ld 
perform the ir m iss i ons without them. lg 

%ekcted P lanned Pxqram Requ i rements for Av iat ion Mater ia l (Nava l Aud it Serv i ce 033-N&+ 
Feb. 24, lOSO). 

%eqdrementa Determinat i on and Execut i on System, U.S. Army Armament, Mun it i ons and Chemica l  
Command, Rock Is land, IL (Army Aud it Agency, MW 897, Dec. 30, lOSS). 

“Air Force Lc@st i cs: Increa9ed Costs for Spare Parts Safety Leve l s Are Not Just if i ed (GAO/ 
N!%iD-00-148, Aug. 23, 1000). 

kve l Requ i rements for Secondary Items May Be Inaccurate and Excess i ve 
6-160, Sept. 30,1985). 

lQNavy Supp l y: JZconom ic Order Quant i ty and Item Essent ia l i ty Need More Cons iderat i on (GAO/ 
NSLUMW64, Jan. 6, lOSS). 
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Append i x  I 
D l s c n a d o n  of DOD’s Inventory Requ i r ementa  
Determ i nat i o n Pr owwea  a n d  
Re l a t ed Prob l ems 

Unreasonab l e  a n d In a January 1987 report, we c ited A ir Force stud i es that showed do l l ar 
Inaccurate Dema n d  Data va l ues of on-hand and on-order a ircraft spares were overstated by 

Used to Comput e  46.7 percent and 69.7 percent, respect ive l y, due to data input errors to 

Rep l e n i s hment 
Requ i r ements 

the requ irements cyc l e.2o A lso, in March 1990, DGD/OIG reported that the 
Army ’s Av iat i on Syst ems Comman d  in it iated procurements for exces- 
s i ve quant it i es of spare and repa ir parts for the Target Acqu i s i t i on Des- 
ignat ion S ight/Pi l ot N ight V is i on Sensor System, pr imar i l y  because 
re l i ab le supp l y management data were lost when item  management of 
these spare and repa ir parts was transferred to the Army ’s Av iat i on 
Syst ems Command .  The requ irements computat i ons support ing those 
procurements were based on unreasonab l e est imated ma i ntenance 
factors.21 

Wa r Reserves War reserves are item s  acqu i red in peacet ime to ensure the ava i l ab i l i ty 
of adequate stocks to support m i l i tary requ irements dur ing wart ime. 
War reserves cons i st of stocks categor i zed as prepos it i oned war reserve 
mater i a l  and other war reserve mater ia l . T he prepos it i oned war reserve 
i s the h igher pr ior ity and i s that port ion of the tota l war reserve requ ire- 
ment that approved defense p l ans d ictate be reserved and pos it i oned, 
pr ior to host i l i t i es, at or near the po int of p l anned use. 

The other war reserve mater i a l  i s i ntended to prov i de p ipe l i ne and 
fo l l ow-on support unt i l  rep l en i shment can be obta ined from  the indus- 
tr ia l base. The deve l opment of war reserve requ irements i nc l udes con- 
s iderat ions of essent ia l i ty,22 wart im e  consumpt i on rates, p ipe l i ne and 
wart im e  ma i ntenance p lans, and app l i cat i ons of ex ist i ng and p l anned 
assets from  industr ia l preparedness p lann ing. 

W e  ident if ied 21 aud it reports cover i ng the war reserve component of 
the inventory requ irements determ inat ion process. W e  a l so rev i ewed a 
1989 study by the Log i st i cs Management Inst itutez3 that found A ir Force 
po l i cy for determ in ing wart im e  spares requ irements to be confus ing, 

t: Potent i a l  for Reduc i n g  Requ i r ements a n d  F u n d i n g  for A ircraft Spare s  (GAO/ 

2 ’Qu i c k-React i o n  Report o n  Requ i r ements for Who l e s a l e  Inventor i es to Support the Target Acqu i s i -  
t i on Des i g nat i o n S ight/P i l ot N i ght V i s i o n Senso r  Sys t em (WD/OIG 90-050, Mar. 23, 1990). 

221dent i f y l n g a n d  measur i n g  the re l at i ve mer i t of ma i nta i n i n g stock of o n e  i t em over another is ord i - 
nar i l y referred to a s  determ i n i n g the essent i a l i t y of a n  i tem. It i nvo l v es cod i n g  i t ems i nto var i o us 
categor i es, rang i n g from those that h a v e  n o  impact o n  the m i ss i o n capab i l i t y of a  weapon s y s t em to 
those that cou l d  c a u s e  tota l l o ss of m i ss i o n capab i l i t y. 

“Wa r  Rese r v e  Mater i e l  Po l i c y Issues (Log i st i cs Ma n a g eme n t  Inst itute, AFQOZB l ,  Nov. 1989). 
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D i a cwoton of DOD%  Inventory Requ i r ements 
Detmn l n at l o n  Proc e a s e a  a n d  
Re l a t ed Prob l ems 

i n comp lete, and incons istent because of comp l i c ated term ino l ogy that i s 
w ide l y m isunderstood and the l ack of d ia l ogue between po l i c ymakers 
and those respons i b l e for imp l ement i n g po l i cy. 

Inaccurate or Incons istent 
Data Used  to Comput e  Wa r  
Reserve Requ i r ements 

In Ma y  1990, the A ir Force Aud i t Agency reported that data used in the 
war reserve requ irements computat i on for the F-16, F-16, t id B-62 a ir- 
craft spare parts were inaccurate and led to $19.7 m i l l i on in overstated 
requ irements.% Another A ir Force aud it,26 in September 1986, revea l ed 
that inva l i d wart im e  fa i l ure rates based on outdated informat i on were 
used to compute requ irements in the “other war reserve” mater i a l  
requ irements system. The use of these inva l i d wart im e  fa i l ure rates 
resu lted in a $119.3 m i l l i on net overstatement of purchase requests and 
contract quant it ies. 

In June 1990, the Nava l  Aud i t Serv i ce reported that the Mar i n e Corps 
Log i st i cs Base, A lbany, Georg i a, entered erroneous data in its software 
system, wh i ch caused an accumu l at i on of excess war reserve stock 
va l ued at approx imate l y $6.2 m i l l i on that cou l d have been returned to 
the integrated mater i a l  manager for potent ia l cred it.26 

2 4Accura c y  of Se l e cted Data Us e d  in A ircraft Wart ime Spare s  Requ i r ements (A ir F orce Aud i t Age n c y  
Pro j ect 9 1 2 6 1 1 6 ,  Ma y  3, lQQO). 

2 6Rev i ew of Wart ime Fa i l u re Rates a n d  Peacet ime Requ i r ements Us e d  in Other Wa r  Rese r v e  Mater i e l  
Computat i o n s  (A ir F orce Aud i t Age n c y  Pro j ect 6 1 2 6 1 1 6 ,  Sept. 19, 1986). 

26Pre-Pos i t i o n ed Wa r  Rese r v e  Stock (Nava l  Aud i t Serv i c e 0484-90, J u n e  29,199O). 
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Append i x II 

Matrix of Pr ior F i nd i ngs, Recommend a tions, 
Co rrect ive Act ions, a n d  Mon e tary Benef its 

Management off ic ia ls agreed with many, but not a l l, of the report f ind- 
ings and recommendat i ons that we rev i ewed. Status of correct ive 
act ions ref lects informat ion conta i ned in the recommendat i on fo l l ow-up 
systems ma inta i ned by DOD, the mi l i tary serv ices, and us. In some cases, 
insuff ic ient fo l l ow-up documentat i on made it imposs i b l e to determ ine 
the status of correct ive act ions or the va l ue of monetary benef its assoc i- 
ated with an aud it. “In-process” correct ive act ions are those act ions that 
were schedu l ed for comp let i on after the end of our ana lys i s per iod. 
Tab l e II. 1 summar i zes the informat ion obta i ned from the fo l l ow-up 
systems. 

Tab l e 11.1: Recommendat i o ns and Subsequent Correct ive Act ions 
Do l l ars in mi l l i ons - .___. -.,--- .._ -.- 

Number of 
Number of Number of correct ive 

Serv ice t lnd lngs~ recommendat i ons act lonsb --~----.- 
Air Force 1 1 0  1 0 3  9 2  

Status of correct ive act ions 
Open C losed In-process 

2 1  6 9  2  

Potent ia l 
monetary 

benef its 
$ 1 4 . 4 4 4 . 7  

Army 6 4  1 6 2  1 0 9  0  9 0  1 9  3 7 7 . 5  ..-_._ ----.---- 
DLA 1 6  2 2  1 3  0  1 1  2  3 7 5 . 7  
Navy 3 2  6 6  6 3  0  5 1  1 2  4 1 2 . 0  --.--_- -.... -.--.. ~  
DOD/ i nterserv i ce 2 5  5 1  7 2  2 7  4 1  4  8 0 . 0  
Tota l8 2 4 7  4 0 4  3 4 9  4 8  2 6 2  3 9  $ 1 5 , 6 8 9 . 9  

*Some f i nd i ngs a re a d d r e s s e d  by more t h a n  o n e  recommendat i o n  

bSome correct i ve act i ons address more t h a n  o n e  recommendat i o n  

Overa l l , the resu lts ind icate that the serv ices have taken or are tak ing 
act ions to address many of the spec if ic f ind ings. However, when the DOD 
Off ice of the Inspector Genera l  (OIG) i s sued a s im i l ar report in 1984, the 
serv ices genera l l y agreed with the report’s f ind ings and recommenda- 
t ions and ind icated that they were tak ing, or had a lready taken, appro- 
pr iate act ions to address them. Unfortunate ly, many of the same 
prob l ems that management sa id it was tak ing steps to correct in 1984 
are c lear ly sti l l prob l ems more than 6 years later. The preponderance of 
recurr ing prob l ems ra ises quest i ons about the effect iveness of correct ive 
act ions conta i ned in the pr ior DOD Off ice of the Inspector Genera l  report. 

Page  2 0  GAO/NSIADB l-176 Defe n s e  Inventory Requ i rementa 



Append i x III 

Summarie s of Aud it Rep o rts Re lated to DOD’s 
Inventory Req u iremen ts 
De term inat i on Processes 

Th i s append i x br ief ly descr i bes the 97 aud it reports we rev i ewed in the 
areas of in it ia l prov is i on ing, rep len i shment, and war reserves. Some 
reports address more than one area, but the summar i es appear under 
one category or the other, with appropr iate cross-references. In add i- 
t ion, th is append i x beg i ns with two report summar i es on DOD that are 
more genera l  in nature -the f irst report concerns inventory manage- 
ment, and the second invo lves the overa l l  i nventory requ i rements deter- 
m inat i on process. 

Defense Inventory: Top Management Attent ion Is Cruc ia l  (GAO/NSIAD 
90-146, Mar. 26, 1990) 

A summary of more than 100 reports that we had i ssued over the past 
20 years demonstrated that ser ious, recurr ing prob l ems cont inue to 
affect DOD 'S ab i l i ty to effect ive ly manage many aspects of its invento- 
r ies. Its inventory rema ins h igh ly suscept ib l e to m ismanagement, fraud, 
and abuse. Some of the cond it i ons we reported make it espec ia l l y sus- 
cept ib le to such prob l ems. For examp le: 

l DOD 'S i nventory grew by 138 percent in the 198Os, wh i l e unrequ i red 
inventory’ i ncreased by 233 percent. 

. Dup l i cat ion of stock has occurred due to mu lt ip l e i nventory leve ls. 
l Inventory records are inaccurate. 
. The serv ices are buy i ng spare parts before they are needed and are not 

cance l i ng orders for unneeded items. 

Department of Defense Requ i rements Determ inat i on Processes for 
Spares and Repa i r Parts (DOD/• IG 84-133, Sept. 21,1984) 

The DOD Off ice of the Inspector Genera l  rev i ewed 63 aud it reports i ssued 
pr imar i l y between 1980 and 1983 by DOD and serv ice aud it agenc i es and 
GAO. Based on its rev iew, DOD/OIG i dent if ied def ic i enc ies in a l l three cate- 
gor ies of secondary items. It a lso reported that a recurr ing prob l em was 
the use of i nadequate or inaccurate data in the requ i rements determ ina- 
t ion processes and the lack of effect ive management and contro l systems 
to address these cond it i ons. In add it ion, a substant ia l  amount of t ime 
and effort was spent on manua l l y va l i dat ing and rev is i ng the data ma in- 
ta ined in automated systems, wh ich often compounded the prob l ems. 

1  Unrequ i r e d  i nventory is i nventory not n e e d e d  to meet current n e e d s  a n d  war reserve requ i r ements. 
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Append ix IIl 
Sununder of Aud it Reporta Re l ated to 
DOD’s Inventory l b qubmentu 
Determ iuat i on Processes 

DOD/OIG determined that 110 of the f ind ings and 260 of the recommenda- 
t ions conta ined in the 63 reports were re lated to the requ irements deter- 
minat ions areas. On the bas is of its rev iew of aud it fo l l ow-up systems 
and on-s ite vis its, DOD/OIG found that (1) management had taken appro- 
pr iate act ion on 33 of the 110 f ind ings encompass i ng 73 of 260 recom- 
mendat ions, (2) correct ive act ions were in process for another 29 
f ind ings and 66 recommendat ions, (3) correct ive act ions were ineffec- 
t ive or on ly part ia l ly imp lemented for 24 f ind ings and 71 recommenda- 
t ions, and (4) correct ive act ion status cou ld not be determined for the 
rema in ing f ind ings and recommendat i ons pr imar i ly due to a lack of 
fo l l ow-up documentat ion. 

In it ia l Prov is ion ing 

Air Force Init ia l Spares Requ irements for Se lected Commun icat ions-Electron ics 
Equ ipment (Air Force Aud it Agency Pro ject 9 126119, Sept. 28,199O) 

Init ia l spares requ irements were not accurate ly computed for commun i- 
cat ions-e lectron ics equ i pment items rev iewed. The methodo log i es used 
to compute in it ia l spares requ irements were not adequate, and the 
average and peak month factors were not accurate. Converse ly, the in i- 
tia l spares budget preparat ion process was reasonab le and adequate. 
Two off ices determined the in it ia l spares budget us ing the percent of 
end item cost method (an acceptab le budget preparat ion approach). The 
other program off ice used a mode l  (a lso an acceptab le approach) to com- 
pute budget requ irements. 

Fo l l owup Aud it-Prov is ion ing Requ irements Computat ions (Air Force 
Aud it Aaencv Pro iect 9126124. Mar. 19. 1990) 

Management had not taken effect ive act ion to encourage the use of spe- 
cif ic mode ls to compute in it ia l prov is ion ing requ irements. Direct ives d id 
not requ ire the use of a certa in mode l; however, to opt im ize the spares 
mix for a more effect ive and eff ic ient resource a l locat ion, a spec if ic 
mode l  was recommended for use when comput ing in it ia l prov is ion ing 
requ irements. However, Air Force managers had taken appropr iate and 
effect ive act ion in response to prev ious aud it f ind ings in the prov i- 
s ion ing area. 
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Append i x  I lI 
t i hmnnder of Aqd i t Reporta Re l a t ed to 
DOD%  Inventory i  Requ I r ementa  
Det4wm i n at i o n  Proc e 1 3 rw~ 

Procurement and Prov i s i on i ng Act i ons W ith in the Advanced Med i um 
Range Air-to-Air M iss i l e (A ir Force Aud i t Agency Pro j ect 8036320, 
Feb. 27,199O) 

Management of the prov is i on i ng act ion was adequate. Spec if i ca l l y, the 
ana l ys i s of ava i l ab l e requ irements data showed that spares computa- 
t ions for the ra i l m iss i l e l auncher power supp l i es were sat isfactory. 
However, management of the three procurement act i ons rev i ewed was 
not comp l ete l y adequate. The report ident if ied reasons for the procure- 
ment i nadequacy. 

Procurement: Spare Parts and Support Equ i pment for A ir Force C-6 
Transport Aircraft (GAO/NSIAD-88-6’7BR, Ma y  23, 1988) 

See report s ummar y  under Rep l en i shment. 

Fo l l owup Aud i t-Prov i s i on i ng Requ i rements for the B-1B Defens i ve 
Av i on i c s Sys t em (AN/AL&-161) (A ir Force Aud i t Agency Pro j ect 
7126120, Feb. 3,1988) 

A ir Force management had in it iated appropr iate act ion in response to a 
pr ior A ir Force aud it report on prov is i on i ng requ irements for the B-1B 
defense av i on i cs system. Warner Rob i ns A ir Log i st i cs Center personne l  
deve l oped fa i l ure rates that were supportab le and adequate l y docu- 
mented. Add it i ona l l y, spares buy requ irements were appropr iate ly 
ad j usted in the December 1986 f ina l requ irement computat i ons by us i ng 
the supported rates. 

Fo l l owup Aud it-Budget i ng, Buy i ng, and Comput i n g Requ i rements for 
In it ia l Spares Support L ists (A ir Force Aud i t Agency Pro j ect 6126114, 
Aug. 21,1986) 

Management act i ons corrected the c ited prob lems.  Spec if i ca l l y, (1) accu- 
rate in it ia l spares support l i sts ( in it ia l support) act ivat ion schedu l es 
were used by F-16 and F-16 item  managers, (2) po l i c i es had been estab- 
l i shed to requ ire the use of accurate p ipe l i ne t im e s  and stab le f ly i ng 
hour program s  when comput i ng ( in it ia l support) requ irements, (3) T-37 
a ircraft item  requ irements tested were accurate l y computed, and 
(4) F-16 and F-16 in it ia l spares support l i sts were e ither in the process 
or schedu l ed to be updated us i ng new methodo l ogy. 
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Append i x  Il l 
Summar i e s  of Aud i t Reporta Re l a t ed to 
DOD’s Inventory Req d r emen t e  
Doterm i nat l o n Pro c e em 

Prov i s i on i ng Requ i rements Computat i ons (A ir Force Aud i t Agency 
Pro j ect 6126114A, June 3,1986) 

Spares prov is i on i ng requ irements were m isstated due to computat i on 
methodo l ogy, ma i ntenance factors, and coord inat ion prob lems.  Two s ig- 
n if icant ly d ifferent prov is i on i ng methodo l og i es and inaccurate fa i l ure 
rate and p ipe l i ne factors were used in man y  i nstances to compute prov i- 
s i on i ng requ irements. Add it i ona l l y, ma j o r c omman d  spec i a l  l eve l  
requ irements were not a lways ident if ied in a time l y  manner dur ing 
prov is i on i ng. 

Fo l l owup Aud it-Support of New Eng i ne and Modu l e  Requ i rements 
F r om Ex ist i ng Inventor ies (A ir Force Aud i t Agency Pro j ect 6 1062 17, 
Apr. 18,1986) 

In response to recommendat i o ns in a pr ior A ir Force aud it report, A ir 
Force Log i st i cs Comman d  headquarters (1) convened an Eng i ne Rev i ew 
Organ i zat i on to rev i ew the remova l  rate factors used for T F 3 9  eng i nes 
in the requ irements computat i on, (2) recomputed T F 3 9  eng ine/modu l e  
requ irements us i ng d ifferent remova l  rate factors, (3) de l ayed act i ons to 
buy T F 3 9  eng i nes unt i l  the recomputat i on was done, (4) used the correct 
f ly ing hour program  in modu l e  requ irements computat i ons, and (6) con- 
ducted an inventory of modu l e s  on hand and on order and de l ayed 
modu l e  buys. 

A lthough these act i ons improved the accuracy of T F 3 9  eng i ne and 
modu l e  requ irements, 4 of the 11 remova l  rate factors were not sup- 
ported by actua l use of e ither the TF39-1A eng i ne or the TF39-1C 
eng ine. As  a resu lt, 16 of the rema i n i n g 26 TF39-1C eng i nes and re lated 
support equ i pment item s  were not needed. The 16 eng i nes and re lated 
support equ i pment were va l ued at approx imate l y $81.4 m i l l i on. A lso, 
San Anton i o A ir Log i st i cs Center personne l  cont i nued to use 1981 fac- 
tors to pro ject future TF39-1C spare modu l e  buy requ irements. As  a 
resu lt, the m ix and quant ity of modu l e s  schedu l ed to be purchased by 
the A ir Force ma y  not have been the ones needed to support future m is- 
s i on requ irements. 

Support of New Eng i ne Requ i rements F r om Ex ist i ng Eng i ne Inventor ies 
(A ir Force Aud i t Agency Pro j ect 4106218, Nov. 6, 1984) 

The A ir Force was p lann i ng to purchase (1) 61 new T F 3 3 -PW-1OOA 
eng ines, even though 26 TF33-P-7A spare eng i nes were ava i l ab l e for 
remanufacture to a T F 3 3 -PW-100A conf igurat ion at a sav i ngs of 
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Append i x  III 
Summu l e s  of A@ i t  Rep o r b  Re l a t ed to 
DOD’s Invent0 Requ i r ements 

L#e l l  Detedt i o n 

$1.7 m i l l i on per eng ine; (2) 26 new TF39-GE-1C spare eng ines, even 
though the unschedu l ed eng i ne remova l  rate factor used to determ ine 
the number of eng i nes needed was muc h  h igher than it shou l d have been 
based on the eng i ne manufacturer’s test data or actua l A ir Force f ly ing 
hour exper i ence; and (3) 136 new TFSG-A-16  eng ines, even though A ir 
Force Log i st i cs Comman d  computat i ons ind i cated an excess of 
T FSG-A-16  eng i nes by the tim e  of the purchases, E l im i nat i on of the 
unneeded eng i ne purchases cou l d mak e  an add it i ona l $170 m i l l i on ava i l - 
ab l e for rea l l ocat ion to va l i d A ir Force eng i ne spare requ irements. 

In it ia l Prov i s i o n i n g-Management of the In it ia l Prov i s i on i ng Process 
(Army Aud i t Agency, NE 88-213, Aug. 22,1988) 

The Army ’s prov is i on i ng process genera l l y ensured that support item s  
were ava i l ab l e before or concurrent ly w ith new l y f ie lded weapon sys- 
tems.  However, the Army  Mater i e l  Comman d  needed to better ensure 
that the support occurred at the least poss i b l e cost. Commod i t y  c om- 
mand s  frequent ly requested more funds and f ie lded more item s  than 
they needed. Contro l s were needed to ensure that c ommod i t y  c omman d s  
fo l l owed estab l i shed procedures for (1) comput i ng budget est imates and 
support item  requ irements, (2) determ in ing the range and quant it i es of 
item s  to be f ie lded, (3) acqu ir i ng l og i st i cs data and items,  (4) descr i b i ng 
the item s  by the ir essent ia l  character ist ics, (6) forecast ing rep len ish- 
ment requ irements, and (6) conduct i ng post-prov is i on i ng rev i ews. 

In it ia l Prov i s i on i ng- P lann i ng and Management of the Prov i s i on i ng Pro- 
cess, US. Army  Commun i cat i ons-E lectron i cs Command ,  Fort Monmouth, 
NJ (Army Aud i t Agency, NE 88-211, Ma y  24,1988) 

Sign i f i cant improvement was needed in p l ann i ng and manag i n g the pro- 
v i s i on i ng process for new items.  Key prov is i on i ng tasks and events were 
not adequate l y p lanned, and log i st i cs support ana l ys i s data was not 
ava i l ab l e when needed. Budget est imates for prov is i on i ng were not ade- 
quate ly supported. Improvements were needed to ensure the ava i l ab i l i ty 
of secondary items,  the accuracy of data recorded in the Commod i t y  
Comman d  Standard System, and the adequacy of item  descr ipt i ons in 
the Federa l  Cata l og System. The est imated potent ia l monetary benef its 
resu lt i ng from  th is aud it tota led $13.7 m i l l i on. 
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Append i x  III 
Sumnuu l e s  of Aud i t aeports I to 
DOD’s Inventory Requ l r ementu  
Determ i nat i o n Process e s  

Aud it of In it ia l Prov i s i on i ng-Acqu i s i t i on and Requ i rements Determ ina- 
t ion (Army Aud i t Agency, NE 88206, Feb. 22,1988) - 

The Army ’s process for determ in ing requ irements and acqu ir i ng in it ia l 
prov i s i on i ng support item s  needed s ign if i cant improvements. Requ ire- 
ments for prov i s i oned item s  were not deve l oped proper ly and were not 
supported. Methods used to acqu i re prov i s i oned item s  and to rev i ew 
contractors’ pr ice est imates were not suff ic ient to ensure that reason- 
ab le pr i ces were pa id. 

In it ia l Prov i s i on i ng-Acqu i s i t i on and Requ i rements Determ inat i on, US. 
Army  Commun i cat i ons-E lectron i cs Command ,  Fort Monmouth, NJ 
(Army Aud i t Agency, NE 87-203, June 26,1987) 

In it ia l prov i s i on i ng requ irements were not adequate l y supported. 
Approved Army  requ irements computat i ona l  mode l s  were not used or 
were used ineffect ive ly to compute requ irements. The methods used to 
procure prov i s i oned item s  often were not just if ied. Unpr i ced orders 
were used repet it ive ly to acqu i re prov is i on i ng support item s  without 
just if icat ion. Contractors’ pr i ces for prov is i on i ng item s  were not suff i- 
c ient ly rev i ewed before the est imates were used in the acqu is i t i on and 
budget ing process. 

In it ia l Prov i s i on i ng-U.S. Army  Av iat i on Syst ems Command ,  St. Lou is, 
MO  (Army Aud i t Agency, M W  87-202, June 14,1987) 

In it ia l prov i s i on i ng funct ions were proper ly p l anned and coord inated 
but were not a lways effect ive ly accomp l i s hed dur ing the av iat ion 
weapon system acqu is i t i on process. Budget requ irements for in it ia l pro- 
v i s i on i ng support item s  were not adequate l y supported. A lso, budget 
est imates were computed manua l l y  i nstead of us i ng the requ ired auto- 
mated computat i on mode l , and the data used in the computat i ons were 
not a lways accurate. Fu l l  item  descr ipt i ons were needed to ensure that 
dup l i cate item s  were not stocked under d ifferent nat iona l stock 
numbers. 

In it ia l Prov i s i o n i n g-Army He l i copter Improvement Program (OH-68D), 
U.S. Army  Av iat i on Syst ems Command ,  St. Lou is, MO  (Army Aud i t 
Agency, M W  87-201, Ma y  6,1987) 

Log i st i cs support ana l ys i s data for the OH-68D he l i copter were ne ither 
accurate nor acqu i red in a time l y  manner and thus cou l d not be used to 
ident ify prov is i on i ng requ irements, Accuracy requ irements set forth in 
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Append i x  III 
Summar i e s  of Aud i t Reports Re l a t ed to 
DOD’s Inventory Requ i c ement u  
Determ i nat i o n Process e s  

the contracts used to purchase log ist ic support ana l ys i s data were not 
met, and therefore, computed prov is i on i ng requ irements cou l d not be 
re l i ed upon. In add it ion, spare parts se l ected for prov is i on i ng w ith 
new l y f ie lded OH-68D he l i copters ma y  not be adequate to susta i n 
requ ired operat iona l read i ness rates. Prov i s i on i ng spare parts and other 
support for the OH-58D were too often obta ined us i ng unpr i ced rather 
than f ixed-pr ice contracts. 

In it ia l Prov i s i on i ng-US, Army  Tank-Automot i ve Command ,  Warren, 
M I (Army Aud i t Agency, EC 87-200, Ma y  7,1987) 

Requ i rements for prov is i on i ng item s  were computed us i ng i ncons istent 
and genera l l y unsupported methods rather than the requ ired automated 
computat i ona l  mode l . A lso, the requ irements for in it ia l prov i s i on i ng and 
rep l en i shment item s  d id not cons i der parts under warranty rep l aced by 
contractors. The Army  Stock Fund port ion of the budget was manua l l y  
computed based on a percentage of the tota l s y s t em cost, wh i ch was the 
least preferred method. Prov i s i on i ng data obta ined through log i st i cs 
support ana l ys i s were accurate for most items,  but certa in codes 
ass i gned to spec i a l  too ls and k its were not appropr iate. The introduct ion 
of new support item s  into the inventory was proper ly accomp l i s hed, but 
subsequent efforts to upgrade the ident if icat ion of these item s  cou l d 
have been more effect ive. 

In it ia l Prov i s i on i ng- B l a ck Hawk He l i copter (UH-GOA), U.S. Army  Av i - 
ASys t ems 
87-200, Apr. 13, 1987) 

In it ia l prov i s i on i ng item s  were genera l l y ava i l ab l e to support new l y 
f ie lded B l a ck Hawk he l i copters. Item s  se l ected for prov is i on i ng were 
more than adequate to ma i nta i n new l y f ie lded B l a ck Hawk he l i copters, 
but the amount of spare parts cou l d have been reduced without 
affect ing un it read iness. F i rm f ixed-pr ice contracts were genera l l y used 
to obta in prov i s i on i ng item s  and other support for the B l a ck Hawk 
he l i copter. 

In it ia l Prov is i on i ng-4th Infantry D iv i s i on (Mechan i zed) and Fort 
Carson, Fort Carson, CO (Army Aud i t Agency, SW  87-200, Jan. 16, 
1987) 

New l y  f ie lded end item s  were genera l l y p l aced into serv i ce in a time l y  
manner and w ith the m in im um  essent ia l  support item s  needed to susta i n 
operat ions. However, severa l  areas in the prov is i on i ng process needed 
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strengthen ing: new equ i pment and susta i nment tra in ing, repa ir parts 
management, warranty repa irs, and postf ie l d i ng assessments. 

Navy Defense Inventory: Growth in Sh i p and Submar i n e Parts (GAO/NSIAJ+  
90-111, Mar. 6,199O) 

The Navy’s inventory of sh i p and submar i ne parts i ncreased from  
$2.7 b i l l i on in 1980 to $9.3 b i l l i on in 1988, or 244 percent. In 1988, 
40 percent ($3.7 b i l l i on) of the Navy’s inventory of sh i p and submar i ne 
parts was unrequ ired. Samp l e d  stocks showed that the ma j o r causes for 
the unrequ ired inventory were requ irements that d id not mater ia l i ze, 
deact ivat ion of o lder sh i ps, and rep l acement and phas i ng out of equ ip- 
ment. In add it ion, unrequ ired inventory cou l d have been m in im ized by 
ensur i ng that item s  be i ng rep l aced or phased out were not unnecessar i l y 
purchased or repa ired. The Navy was spend i ng an est imated $24 m i l l i on 
annua l l y to store and manage 140,000 item s  that cou l d never be used. 

Navy Supp l y: Quest i onab l e Dec i s i o ns Increased In it ia l Spares Costs for 
AVSB Aircraft (GAO/NSIAD-89- 1 0 3 ,  Mar. 2, 1989) 

A lthough DOD gu i dance states that in it ia l prov i s i on i ng shou l d be pro- 
v i ded through a cost-effect ive approach, the Navy’s Av iat i on Supp l y  
Off ice d id not fo l l ow th is gu i dance when p l ac i ng orders for AV-8B spares 
for three pr inc ipa l reasons. F irst, it prov i ded formu l a s  for ca lcu l at i ng 
in it ia l requ irements that fo l l owed the DOD gu i dance, but the AVSB sec- 
t ion adopted a m in im um  buy po l i cy that author ized purchases for every 
type of spare regard l ess of the outcome of the requ irements formu l a. 
Second, in s ome cases the AV-8B sect i on d id not cons i der pr ior orders 
when p l ac i ng subsequent orders. Th ird, the Navy’s Av iat i on Supp l y  
Off ice i ncreased spare parts orders due to contractor- imposed  m in im um  
order requ irements. Interna l contro ls were not in p l ace to focus the 
attent ion of Navy managers on these matters. 

In it ia l Spare Parts Procurements for Se l ected Ma j o r Syst ems (DOD/• IG 
84-063, Mar. 7, 1984) 

For the s i x weapons systems rev i ewed, DOD/OIG reported that the Army  
and A ir Force procured spare parts through the Federa l  Supp l y  Sys t em 
when appropr iate. For two of the three Navy systems rev i ewed, how- 
ever, in it ia l spare parts were be i ng purchased from  the weapon systems 
manufacturer even though the parts were ava i l ab l e in the Federa l  
Supp l y  System. DOD regu lat ions requ ire that in it ia l requ irements for 
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i tem s  hav i ng Nat iona l  Stock Numbers be f i l l ed w ith stocks a l ready in 
the supp l y s y s tem or through norma l  rep l en i shment procedures. 

DOD/Interserv ice Secondary Item  Weapon Sys t em Management (DOD/• IG 88-17 1, June 16, 
1988) 

On June 26,1986, the Secretary of Defense approved the Secondary 
Item  Weapon Sys t em Management Concept for manag i n g secondary 
item s  on a weapon system bas is, rather than on a c ommod i t y  bas i s, and 
d irected the serv i ces and DLA to deve l op p l ans for its imp l ementat i on. 
However, the act i ons and p l ans of DLA and the serv i ces were inadequate 
to effect ive ly imp l ement the 13 capab i l i t i es of the new concept. Amon g  
other th ings, the serv i ces had not fu l l y deve l oped a capab i l i ty to iden- 
t ify and d i sp l ay requ irement segments (e.g., safety leve l, adm in i strat i ve 
l ead time, procurement lead time, and econom i c  order quant ity) by 
weapon system for items.  A lso, the serv i ces had not fu l l y deve l oped 
mu lt i -eche l on mode l s  that opt im ize stockage for pecu l i ar and c ommon  
in it ia l and rep l en i shment spares and repa ir parts. 

Requ i rements Forecasts on Supp l y  Support Requests (DOD/• IG 88-140, 
Apr. 27,1988) 

Forecasted requ irements on supp l y support requests were often not 
we l l -founded or adequate l y documented, caus i ng unreasonab l e i nvest- 
ments in who l esa l e inventory. Adequate documentat i on of forecasted 
requ irements was lack ing, and ensu i ng act i ons prec l uded DOD/OIG from  
perform ing a deta i l ed h istor ica l ana l ys i s. DLA’S i n vestments were gener- 
a l l y cons i stent w ith the forecasted requ irements, but who l esa l e stock 
purchases were not a lways in it iated on a time l y  bas i s. Procedures and 
contro ls need to be imp l emented to correct causes for s ign if i cant var i- 
ances between forecasted and actua l demands. 
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Rep l en i s hment 

Air Force Strateg ic M iss i l es: Log i st i cs Support for Advanced Cru i se M iss i l e Based 
on Outdated P l ans (GAO/Nsw90- 1 7 8 ,  Sept. 13, 1990) 

The A ir Force d id not rev i se Advanced Cru i se M iss i l e l og i st i cs p l ans 
when ma j o r program  changes occurred. Setbacks in the m iss i l e’s  deve l- 
opment and product ion resu lted in s ign if i cant program  restructur ing. 
A lthough the A ir Force updated its program  p lans, it d id not have proce- 
dures to imp l ement these changes effect ive ly for funct iona l areas such 
as log i st i cs and fac i l i t ies. As  a resu lt, the A ir Force expended resources 
premature l y to acqu i re spares, ma i ntenance and repa ir capab i l i ty, and 
fac i l i t ies. 

Log i st i cs and support costs cou l d have i ncreased because of marg i na l  
s y s t em re l i ab i l i ty and des i gn and qua l i ty prob lem s  such as fue l l eaks 
and access i b i l i ty to subsystems. A ir Force managers were work i ng to 
overcome these prob lems.  The A ir Force had ident if ied potent ia l reduc- 
t ions in the number of m iss i l es to be bought. Depend i ng on the number, 
log i st i cs and support cost sav i ngs between $74 m i l l i on and $991 m i l l i on 
were poss i b l e if l og i st i cs p l ans were prompt l y  updated. 

Fo l l owup Aud i t -Management of Av iat i on Fue l  Peacet ime Requ ire- 
ments and Inventor ies (A ir Force Aud i t Agency Pro j ect 0126120, 
AUP. 30.1990) 

Rev i s i o ns mad e  to A ir Force Manua l  67- l in response to recommenda- 
t ions in a pr ior aud it were not effect ive. As  a resu lt, m isstatements of 
the 12.month i ssue pro ject ion and dev iat i on quant it i es cont i nued to 
occur and affected requ irements computat i ons. 

A ir Force Log ist i cs: Increased Costs for Spare Parts Safety Leve l s Are 
Not Just if i ed (GAO/NSIm-90- 1 4 8 ,  Aug. 23, 1990) 

The A ir Force needed to (1) reassess the costs resu lt i ng from  the use of 
the a ircraft ava i l ab i l i ty mode l  and (2) estab l i sh safety leve l  requ ire- 
ments based on operat iona l needs. When  the A ir Force imp l emented the 
a ircraft ava i l ab i l i ty mode l  in June 1988, it set a ircraft ava i l ab i l i ty goa l s 
at the h ighest pred icted l eve l s that cou l d have been ach i eved without 
exceed i ng costs under the pr ior mode l . However, a large ly unexp l a i ned 
i ncrease of about $482 m i l l i on in safety leve l  requ irements occurred 
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after the a ircraft ava i l ab i l i ty mode l  was imp l emented. Such an i ncrease 
in requ irements genera l l y resu lted in future procurements of parts and 
i ncreased repa ir requ irements. 

Because the A ir Force had reached des i red l eve l s of m iss i on capab i l i ty, 
substant ia l  sav i ngs were ava i l ab l e if requ irements were based on opera- 
t iona l needs. A ir Force computat i ons showed that safety leve l  requ ire- 
ments in f isca l year 1991 cou l d have been reduced by $690 m i l l i on if the 
mode l  was reprogramme d  with the average a ircraft ava i l ab i l i ty goa l 
ach i eved under the pr ior mode l  rather than the h igher average a ircraft 
ava i l ab i l i ty goa l chosen under the new mode l . Such a reduct ion in 
requ irements wou l d have reduced budgeted procurement and repa ir 
costs by about $170 m i l l i on. 

In add it ion, the A ir Force needed to ensure that unneeded procurements 
to f i l l requ irements under the pr ior mode l  were cance l ed. When  the new 
mode l  was imp l emented, the A ir Log i st i cs Centers cont i nued to purchase 
spare parts us i ng March 1988 computat i ons under the pr ior mode l , 
After the A ir Force found that an est imated $747 m i l l i on in unrequ ired 
parts were on order, the log i st i cs centers were d irected to cance l  
unneeded procurements. However, these act i ons were not taken. In 
response to a draft of th is report, DOD c ommented that the log i st i cs cen- 
ters, us i ng rev i sed procedures and str icter contro ls, subsequent l y term i- 
nated unneeded buys. 

Requ i rements for F lOO-PW and F lOO-GE Spare Eng i nes and Modu l e s  
(A ir Force Aud i t Agency Pro j ect 9126118, Aug. 17, 1990) 

Spare eng i ne requ irements were based on inaccurate comb i n ed eng i ne 
remova l  rates. As  a resu lt, eng i ne requ irements were overstated by 
63 eng i nes va l ued at $166.8 m i l l i on. These eng i nes cou l d have been can- 
ce l ed or so l d to fore ign m i l i tary sa l es customers. Spare eng i ne and 
modu l e  procurements for the F lOO-PW and F l lO-GE a lternate f ighter 
and i ncreased performanc e  eng i nes were in it iated at the proper times, 

Fo l l owup Aud it-Inact ive Aircraft Retent ion Factors Used in Spare 
Eng i ne Computat i ons (A ir Force Aud i t Agency Pro j ect 0126122, Ju l y 23, 
1990) 

Instead of rec la im ing $41.6 m i l l i on worth of eng i nes for spare parts, the 
A ir Force Log i st i cs Comman d  prov i ded ent ire a irframe s  and assoc i ated 
spare eng i nes worth $160.6 m i l l i on for fore ign m i l i tary sa l es, drone pro- 
gram  use, interserv ice use, and federa l agenc i es’ use. A ir Force act i ons 
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taken to compute the number of spare eng i nes needed to support inac- 
t ive a ircraft and to i nc l ude excess insta l l ed eng i nes as ava i l ab l e 
resources in spare eng i ne computat i ons were on l y part ia l l y effect ive. 
However, management efforts assoc i ated w ith (1) deve l op i ng the 
number of a ircraft p l anned for poss i b l e react ivat ion and (2) i ssu i ng 
instruct ions to a ir l og i st i cs centers to rev i ew and reduce parts requ ire- 
ments were genera l l y sat isfactory. 

Rep l en i s hment Spares Procurement Lead T ime s  and De l i very Schedu l e s 
(Air) 

A ir Log i st i cs Center personne l  used inaccurate procurement lead tim e s  
in requ irements computat i ons and estab l i shed unrea l i st i c de l i very dates 
in purchase requests and contracts, resu lt i ng in rece ipt of item s  s ign if i- 
cant l y ear l i er or later than needed. However, the A ir Force Log i st i cs 
Comman d ’s requ irements computat i ons app l i ed procurement lead tim e s  
correct ly. 

F i nanc i a l  Aud it: A ir Force Does Not Effect ive l y Account for B i l l i o ns of 
Do l l ars of Resources (GAo/AFMD-90-23, Feb. 23, 1990) 

A ir Force managers were accountab l e for $276 b i l l i on in weapons sys- 
tems,  inventor ies, and other assets. However, the A ir Force’s f inanc ia l  
management systems and interna l contro ls were not suff ic ient to pro- 
v i de adequate and re l i ab le f inanc ia l  informat i on for effect ive manage- 
ment of the A ir Force’s d i verse and comp l e x  operat ions. 

The A ir Force ma i nta i ns a reported $63.8 b i l l i on in i nventor ies of sup- 
p l i es and spare parts, e ight tim e s  the inventor ies reported by Genera l  
Motors. However, the systems used to prov i de accountab i l i ty over these 
inventor ies do not prov i de re l i ab le data support ing e ither the ir quant i- 
t ies or va lue. 

The A ir Force’s long-stand ing prob lem s  in contro l l i ng its inventor ies 
have not been reso lved. Records of quant it i es on hand at a ir l og i st i cs 
centers, wh i ch ref lected about $40 b i l l i on in i nventory items,  were often 
inaccurate. Record-keep i ng def i c i enc i es contr ibuted to $10 b i l l i on of 
unrequ ired inventory. In add it ion, over 60 percent of the do l l ar va l ue of 
i nvestment- i tem inventory needed repa ir, overhau l, or extens i ve ma i nte- 
nance to b e c ome serv iceab l e, yet such item s  were va l ued the s ame as 
usab l e items.  
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Air Force Budget: Potent ia l  for Reduc i ng Fund i ng for Aircraft Spares 
(GAO/NSIAD9@18,Nov.  28,1989) 

Potent ia l  budget reduct ions and/or resc i ss i ons of $743.1 m i l l i on in the 
A ir Force’s f isca l year 1990 fund ing request for a ircraft spares were 
ident if ied. Reasons for the potent ia l reduct ions and/or resc i ss i ons 
i nc l uded premature and unauthor ized buy requ irements, term inat ions of 
procurements of excess mater i a l  on order, reduced budgeted buy 
requ irements for in it ia l spares, reduced requ irements for and upgrades 
of eng i ne cores, a reduct ion in add it i ve requ irements, and a decrease in 
computed buy requ irements for a ircraft rep l en i shment spares. 

Rev i ew of Veh i c l e Rep l a cement Requ i rement Computat i ons in the 
Equ i pment Item  Requ i rements Computat i on Sys t em (D039) (A ir Force 
Aud i t Agency Pro j ect 9226116, Oct. 6,1989) 

The Equ i pment Item  Requ i rements Computat i on Sys t em d id not accu- 
rate ly compute veh i c l e rep l acement requ irements. Spec if i ca l l y, the 
system m isstated requ irements by $231 m i l l i on (overstatements of $200 
m i l l i on and understatements of $31 m i l l i on) because the computat i on 
d id not i nc l ude the veh i c l e’s  cond it i on and d id not proper ly estab l i sh the 
buy po int for computed requ irements. 

A ir Force Budget: Potent ia l  Reduct i ons to Aircraft Procurement Budgets 
(GAO/NSIAD-90- 1 6 ,  Oct. 6,1989) 

About $817 m i l l i on in potent ia l reduct ions from  the A ir Force’s a ircraft 
procurement budgets was ident if ied for f isca l years 1987 through 1990, 
inc l ud i ng $39 m i l l i on for a ircraft spare parts because requ irements were 
m isca lcu l ated. These potent ia l reduct ions pr imar i l y  resu lted from  our 
suggest i on to de l ay the AC-13OU program  fund ing unt i l  tests showed 
that the AC-130U was ready for product ion. Ser i ous prob lem s  with the 
contractor’s efforts to integrate mod if i cat i on k its into the a ircraft, and 
other known def ic i enc i es had not been reso lved. 

Fo l l owup Aud it-Forecast i ng L ife-L im ited Item  Requ i rements for Jet 
Eng i nes) 

The A ir Force Log i st i cs Comman d  had deve l oped a standard method for 
determ in ing l ife- l im ited item  requ irements, but equ i pment spec i a l i sts 
were not us i ng it. As  a resu lt, requ irements for 4 of 12 item s  rev i ewed 
were not accurate. A ir Force Log i st i cs Comman d  headquarters d irected 
the San Anton i o and Ok l a h oma C ity A ir Log i st i cs Centers to imp l ement 
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the standard method. A ir log i st i cs center off ic ia ls stated the ir equ ip- 
ment spec i a l i sts wou l d use the procedures and ad just requ irements 
accord ing l y. Inter im  po l i cy gu i dance was i ssued to i nc l ude l ife- l im ited 
item  requ irements in war reserve mater i a l  computat i ons and to update 
app l i cab l e regu lat ions. 

M i l i tary Log ist i cs: A ir Force’s Management of Backordered Aircraft 
Item s  Needs Improvement (GAO/NSIAD-89-82, June 2,1989) 

The A ir Force had s ign if i cant amounts of inva l i d backorders that were 
not be i ng detected and cance l ed by per iod i c va l i dat ion checks. In add i- 
t ion, the A ir Force’s requ irements for a ircraft spare parts were over- 
stated because (1) ava i l ab l e depot supp l y l eve l  assets were not used to 
offset requ irements for a ircraft item s  procured w ith stock funds, 
(2) depot ma i ntenance backorders were i nc l uded tw ice in requ irement 
computat i ons for a ircraft item s  procured w ith appropr iated funds, and 
(3) requ irements for stock-funded a ircraft item s  were somet imes based 
on erroneous backorder data. 

The A ir Force’s process for ensur i ng compat i b i l i t y between who l esa l e 
and reta i l l eve l  backorder records cont i nued to exper i ence prob lems.  As  
a resu lt, the A ir Force was m iss i ng opportun it i es to cance l  i nva l i d 
backorders. 

Accuracy of Depot Repa i r Cyc l e  F l ow T ime  Used to Compute Repa i r and 
Buy Requ i rements for Exchangeab l e Assets (A ir Force Aud i t Agency 
Pro j ect 8106210, Feb. 27,1989) 

Depot repa ir cyc l e f l ow tim e s  used to compute repa ir and buy requ ire- 
ments for exchangeab l e assets were genera l l y overstated and contr ib- 
uted to an est imated $16 m i l l i on in overstated repa ir and buy 
requ irements. D irect i ves and po l i c i es used to manage depot repa ir cyc l e 
f l ow tim e s  needed to be c lar if ied. Shop f l ow day standards needed to be 
more accurate l y computed, documented, rev i ewed, and processed. The 
standards for the “Supp l y  to Ma i ntenance Days” and “Serv i ceab l e Turn- 
in T im e ” segments of the depot repa ir cyc l e needed to be updated to 
more c l ose l y approx imate average actua l f l ow times. 
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Fo l l owup Aud it-Management and Requ irements Determinat ion for 
System 4631, Air Cargo Pal lets and Nets (Air Force Aud it Agency 
Pro ject 9226216, Feb. 16, 1989) 

Air Force management had rev ised procedures in response to pr ior aud it 
reports. However, Air Force ma jor command and other DOD component 
pa l let and net mon itors had not ful ly imp lemented the rev ised proce- 
dures. Consequent ly, Air Force aud itors cou ld not ful ly eva luate the 
effect iveness of 8 of the 11 recommendat ions. Act ions taken at the 
Wor ldw ide 463L Pal let and Net Conference, however, demonstrated 
that management off ic ia ls are enforc ing comp l i ance with the rev ised 
procedures. Management off ic ia ls had taken commendab l e act ions to 
imp lement other recommendat ions, rea l iz ing a sav ings of $2.8 mi l l ion. 

F108 Spare Eng ine Requ irements (Air Force Aud it Agency Pro ject 
8126116, Jan. 13,1989) 

Although f ly ing hours were accurate and act ion had been taken to 
reduce programmed requ irements, F108 spare eng ine requ irements were 
sti l l overstated. Spec if ica l ly, spare eng ine computat ions used the h ighest 
mature leve l forecasted eng ine remova l rates rather than current 
expected remova l rates. Consequent ly, add it iona l eng ines programmed 
for purchase and those a lready on hand and on order exceeded current 
requ irements by 68 eng ines va lued at $168.2 mi l l ion. 

Peacet ime Convent iona l Mun it ions Requ irements Forecast (Air Force 
Aud it Agency Pro ject 7136611, Dec. 12,1988) 

The peacet ime convent iona l mun it ions requ irements forecast process 
d id not prov ide accurate mun it ions requ irements pro ject ions. Although 
no def ic ienc ies were noted with ma jor command a l l owances, forecasted 
mun it ions requ irements were inaccurate. Spec if ica l ly, un it mun it ions 
custod ians submitted inaccurate forecast data to the mun it ions account- 
ab i l ity supp ly off ice personne l, and they incorrect ly changed the un it 
submiss ion, resu lt ing in further inaccurac ies. 

Procurement: Spare Parts and Support Equ ipment for Air Force C-6 
Transport Aircraft (GAo/NSIAD-88-67BR, May 23, 1988) 

Inappropr iate procurement pract ices by the San Anton io Air Log ist ics 
Center may have resu lted in the Air Force pay ing between $13 and 
$19 mi l l ion more than necessary for C-6B spare parts. The add it iona l 
costs were incurred because the Center purchased in it ia l spare parts and 
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war reserve spare parts ind irect ly through the pr im e  contractor, rather 
than d irect ly from  the parts vendors. Th i s  act ion was contrary to A ir 
Force po l i cy. Add it i ona l l y, one a ir l og i st i cs center ma y  have purchased 
war reserve spares for the C-6B a ircraft ear l i er than necessary. A  con- 
t inu ing need ex i sts for the A ir Force to focus management attent ion on 
its spare parts procurement pract ices. 

Fo l l owup Aud i t-Spares Support for the F- lGC/D Aircraft (A ir Force 
Aud i t Agency Pro j ect 7126122, Ma y  3,1988) 

A ir Force Log i st i cs Comman d  headquarters and Ogden A ir Log i st i cs 
Center management in it iated appropr iate act i ons in response to the 
pr ior report’s recommendat i ons, Spec if i ca l l y, Ogden personne l  had c om- 
p l i ed w ith the A ir Force fund ing constra int in comput i ng prov is i on i ng 
requ irements for the item s  samp l ed, and Ogden personne l  used est i- 
mated fa i l ure rates that corresponded to approved re l i ab i l i ty growth 
rate charts to compute spares requ irements. 

Depot-Leve l  Ma i ntenance Factors Used in Comput i n g Spares Requ ire- 
ments (A ir Force Aud i t Agency Pro j ect 6126116, Mar. 28,1988) 

The depot- leve l ma i ntenance factors used by the A ir Force d id not accu- 
rate ly ref lect past usage data, pr imar i l y  because ad justments were mad e  
without adequate support ing documentat i on and just if icat ion. As  a 
resu lt, $69.1 m i l l i on of computed buy requ irements were not adequate l y 
supported and cou l d have been overstated. 

A ir Force Budget: Potent ia l  for Reduc i ng Requ i rements and Fund i ng for 
Aircraft Spares (GAo/NsIAn-88-QOBR, Feb. 18,1988) 

The A ir Force’s f isca l year 1988 updated procurement requ irements for 
a ircraft rep l en i shment spares were $1.6 b i l l i on l ess than the budgeted 
requ irements on wh i ch its fund ing request was based. Add it i ona l l y, the 
A ir Force was exper i enc i ng substant ia l  shortfa l l s in ob l i gat ing pr ior 
years’ fund ing appropr iated for the procurement of a ircraft rep len ish- 
ment spares. 

Inact ive Aircraft Retent ion Factors Used in Spare Eng i ne Computat i ons 
(A ir Force Aud i t Agency Pro j ect 7126111, Nov. 3,1987) 

Spare eng i ne requ irements for inact ive a ircraft were overstated because 
the requ irements were computed by us i ng a ircraft react ivat ion rates 
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i nstead of eng i ne retent ion factors. In add it ion, insta l l ed eng i nes on a ir- 
craft programme d  to be deact ivated and excess to future needs were not 
cons i dered as ava i l ab l e resources. As  a resu lt, the opportun ity was not 
be i ng rea l i zed to sat isfy current and future spare parts requ irements 
va l ued at about $60 m i l l i on through the rec l amat i on of both excess 
spare and insta l l ed eng ines. 

M i l i tary Procurement: A ir Force Shou l d Term inate More Contracts for 
On-Order Excess  Spare Parts (GAO/NSIAD-87- 1 4 1 ,  Aug. 12,1987) 

The A ir Force actua l l y term inated l ess than 3 percent of the excess on- 
order parts rev i ewed. The A ir Force shou l d have term inated about 
24 percent of the on-order excess, resu lt i ng in sav i ngs of approx imate l y 
$12 m i l l i on to $36 m i l l i on depend i ng on whether the item s  wou l d be 
reprocured. The requ irements system respons i b l e for generat ing on- 
order term inat ion l i sts conta i ned i naccurate informat i on and was 
unre l i ab le. 

Forecast i ng L ife-L im ited Item  Requ i rements for Jet Eng i nes (A ir Force 
Aud i t Agency Pro j ect 6126117, June 4,1987) 

Two a ir l og i st i cs centers were us i ng d ifferent methods-the add it i ve 
and the factor methods-to ad just system-computed requ irements for 
l ife- l im ited items.  The add it i ve method d id not i nc l ude a var iab l e safety 
leve l, wh i ch caused requ irements to be understated by $2.6 m i l l i on. 
A lso, equ i pment spec i a l i sts d id not cons i der base p ipe l i ne t ime, wh i ch 
understated requ irements by about $.8 m i l l i on. 

The var iab l e safety leve l  and p ipe l i ne computat i ona l  prob lem s  ex i sted 
because a ir l og i st i cs center d irect ives d id not estab l i sh a methodo l ogy to 
compute var iab l e safety l eve l s or prov i de gu i dance concern i ng what 
p ipe l i nes shou l d be cons i dered for comput i ng l ife- l im ited item  requ ire- 
ments. In add it ion, at one a ir l og i st i cs center, war reserve mater i a l  
requ irements for four item s  were understated by $6.4 m i l l i on because 
equ i pment spec i a l i sts d id not cons i der l ife- l im ited item  forecasted 
demands when comput i ng requ irements. Th i s  occurred because A ir 
Force gu i dance d id not address the app l i cat ion of these forecasted l ife- 
l im ited item  demands in wart im e  requ irements computat i ons. 
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Air Force Budget: Potent ia l  for Reduc i ng Requ i rements and Fund i ng for 
Aircraft Spares (GA~/NSIAD-8 i ’-48BR, Jan. 13,1987) 

Potent ia l  budget reduct ions of $687 m i l l i on for a ircraft spares were 
ava i l ab l e because of deferra l of requ irements for a ircraft war reserves 
and rep l en i shment spares, e l im inat ion of excess i ve adm in i strat i ve l ead 
tim e  requ irements, and term inat ions of on-order a ircraft spare excesses. 
A lso, l ow ob l i gat ion rates of pr ior years’ funds requested for the 
purchase of a ircraft rep l en i shment spares can mak e  it d iff icu lt to fu l l y 
ob l i gate current year funds. 

M i l i tary Log ist i cs: Improvements Needed in Manag i n g A ir Force Spec i a l  
Stock Leve l s (GAO/NSL~D-87-34, Dec. 23,1986) 

The A ir Force’s spec i a l  stock leve l  requ irements for recoverab l e a ircraft 
and m iss i l e spare parts stock requ irements va l ued at $110 m i l l i on 
showed that they were overstated by $27.9 m i l l i on due to procedura l 
def i c i enc i es and item  manager errors. A lso, $48 m i l l i on in ad j usted base 
stock l eve l s was not i nc l uded in the system used by the centers to a l l o- 
cate base stocks and ma y  not have been i nc l uded in base stock records. 
Converse l y, the a l l ocat ion s ystems inc l uded $1.3 m i l l i on in ad j usted base 
stock l eve l s that had not been approved or entered in the system used to 
mak e  e ither buy or repa ir dec i s i ons. These d i screpanc i es wou l d have, if 
not corrected, resu lted in unneeded buys and repa irs or improper stock 
a l l ocat ions to bases. 

Rev i ew of the Support for the F i sca l  Year 1986 Spares Budget Requ ire- 
ments in AF LC (Air Force Aud i t Agency Pro j ect 6126123, Nov. 14, 
1986) 

A ir Force po l i c i es and procedures were genera l l y fo l l owed. However, the 
A ir Force Log i st i cs Comman d ’s June 1986 message, wh i ch encouraged 
a ir l og i st i cs centers to meet in it iat ion and ob l i gat ion rate goa ls, ma y  
have caused the requ irements not to be c l ose l y scrut in i zed. Add it i ona l  
gu i dance was needed to improve the documentat i on of requ irements and 
to strengthen the execut i on of future A ir Force spares budgets. Manage- 
ment reduced unsupported spares buy requ irements by $96 m i l l i on but 
st i l l  needed to va l i date spares requ irements for an add it i ona l $81.2 m i l- 
l i on due to overstated var iab l e safety leve ls, unad j usted purchase 
requests for decreased spares requ irements, and var i ous loca l  d i screp- 
anc i es. Wart ime factors for e lectron ic countermeasure systems were not 
supported by operat iona l data from  the us i ng c ommands ,  and as a 
resu lt, such requ irements cou l d not be accurate l y est imated. A lso, 
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spares requ irements for one system were overstated by $376.7 m i l l i on. 
Th i s  was because est imated fa i l ure rates were used instead of accumu- 
lat ing operat iona l or ava i l ab l e contractor test data that ind i cated the 
actua l s y s t em fa i l ure rate was s ign if i cant ly l ower than the est imated 
rate. 

M i l i tary Log ist i cs: Buy i n g Spares Too Ear l y Increases A ir Force Costs 
and Budget Out l ays (GAO/NSIAn-86-149, Aug. 1,1986) 

Two of the A ir Force’s f ive a ir l og i st i cs centers regu lar ly bought recov- 
erab le spares up to 14 months ear l i er than necessary. As  a resu lt, for 
contracts awarded dur ing 1984, the two centers premature l y i nvested 
about $374.6 m i l l i on in spare parts inventor ies, thus i ncreas i ng the ir 
i nventory ho ld i ng costs by about $62.2 m i l l i on. About $126.4 m i l l i on of 
the tota l amount i nvested premature l y represented purchases mad e  
more than 1 year too ear ly. Requests for appropr iat ions to fund these 
purchases cou l d have been deferred for 1 year if the centers had 
p l anned to buy spares at the appropr iate times. 

Determ in i ng DOD Requ i rements for Sys t em 463L A ir Cargo Pa l l ets and 
Nets (A ir Force Aud i t Agency Pro j ect 6086610, June 9,1986) 

The A ir Force recogn i zed the need for i ncreased v is i b i l i ty and manage- 
ment overs ight of 463L pa l l ets and nets. However, improvements were 
needed throughout DOD to ensure pa l l et and net author izat ions were 
va l i d, requ irements were the m in im um  quant ity needed for peacet ime 
and wart im e  m iss i ons, requ irements for persona l  equ i pment were deter- 
m ined throughout the serv i ces, and inventor ies were proper ly accounted 
for and stored. 

Fo l l owup Aud it-Support of New Eng i ne and Modu l e  Requ i rements 
F r om Ex ist i ng Inventor ies (A ir Force Aud i t Agency Pro j ect 6 1062 17, 
Am-. 18.1986) 

See report s ummar y  under In it ia l Prov i s i on i ng. 

Fo l l owup Aud i t-Requ i rements Computat i ons for Spare Parts Affected 
bv Mod if i cat i on Programs (Air Force Aud i t Agencv Pro i ect 6126129, 
Jan. 16,1986) 

The A ir Force Log i st i cs Comman d  amended one of its regu lat ions (67-4) 
to requ ire that A ir Log i st i cs Center Requ i rements Branch rev i ews 
inc l ude mod if i cat i on program  items.  The Comman d  a l so d irected that 
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equ i pment spec i a l i sts est imate the number of serv i ceab l e assets that wi l l  
be rece i ved as a resu lt of mod i f i cat i ons and that these assets be ma i n - 
ta ined as due- in assets. Management responded to the recommendat i o ns 
in the pr ior report. 

Fo l l owup Aud it-Safety, Spec i a l , and Add i t i ve Stock Leve l s Used in 
Recoverab l e Spares Requ i rements Computat i ons (A ir Force Aud i t 
Agency Pro j ect 6126128, Dec. 11,1986) 

The A ir Force Log i st i cs Comman d  imp l emented a pr ior aud it r e c ommen- 
dat ion Spec if i ca l l y, the Comman d  rev i sed the DO41 system program s  to 
e l im inate the spec i a l  stock leve l  constra ints and to mak e  spec i a l  stock 
l eve l s i ndependent of the safety leve l  computat i on in the DO41 system. 
Rev i ew of 47 samp l e  item s  conf irme d  that safety stock l eve l s were 
appropr iate ly ad j usted in the f ina l computat i ons. 

Rev i ew of Wart ime Fa i l ure Rates and Peacet ime Requ i rements Used in 
Other War Reserve Mater i e l  Computat i ons (A ir Force Aud i t Agency Pro- 
ject 6126116, Sept. 19,1986) 

The A ir Force’s other war reserve mater i a l  requ irements computat i on 
s y stem was us i ng inva l i d wart im e  fa i l ure rates based on an outdated 
data base to compute requ irements. As  a resu lt of correct ive act ion 
taken by the A ir Force Log i st i cs Command ,  the purchase request and 
contract quant it i es decreased for 22 l i ne item s  ($126.4 m i l l i on) and 
i ncreased for 6 l i ne item s  ($6.1 m i l l i on). A lso, the inter im  other war 
reserve mater i a l  mode l  erroneous l y used a f ixed safety leve l  rather than 
a var iab l e safety leve l  to compute the peacet ime operat ing stock offset 
to the war requ irement, 

F l uctuat i ons in the Var i ab l e Safety Leve l  Requ i rements for Recoverab l e 
Item s  (Air Force Aud i t Agency Pro j ect 4126126, Feb. 17, 1986) 

The A ir Force Log i st i cs Comman d  had corrected a program m ing error in 
the var iab l e safety leve l  computat i on and took act ion to cance l/term i- 
nate acqu is i t i ons. 

The A ir Force Can Improve Its Forecasts of Aircraft Spare Parts 
Requ i rements (GAO/NSIAD-86-2, Nov. 191984) 

Two a ir l og i st i cs centers overstated the ir need for s ome parts for a ir- 
craft be i ng phased down or phased out. Based on a samp l e, a $31.1 m i l- 
l i on overstatement was pro jected. At the s ame time, the centers 
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understated the ir parts requ irements for a ircraft with expected 
increases in f ly ing hours and for new aircraft enter ing the inventory by 
a pro jected $28.8 mi l l ion. 

Thus, with its ex ist ing forecast methodo l ogy the Air Force cou ld spend 
mi l l i ons of do l lars to buy parts before they were needed or that cou ld 
never be needed, wh i le not purchas ing mi l l i ons of do l lars worth of 
needed parts. 

Support of New Eng ine Requ irements From Exist ing Eng ine Inventor ies 
(Air Force Aud it Aeencv Pro iect 4106218. Nov. 6.1984) 

See report summary under Init ia l Prov is ion ing. 

Excess ive Air Force Inventor ies Resu lt From Dup l icat ive Spare Parts 
Requ irements (GAO/NSIAD-86-7, Oct. 26, 1984) 

Programming log ic used to compute tota l Air Force consumab le spare 
parts requ irements resu lted in some depot ma intenance requ irements 
be ing doub le-counted. As of March 31, 1983, the Air Force was invest ing 
$119 mi l l ion in unnecessary inventory because of th is dup l i cat ion and 
about $21.6 mi l l ion annua l l y in ma inta in ing th is inventory. 

Army Quick-React ion Report on Requ irements for Who lesa l e Inventor ies to 
Support the Target Acqu is it ion Des ignat ion Sight/Pi lot Night Vis ion 
Sensor System (DOD/• IG 90-060, Mar. 23, 1990) 

Requ irements for three Target Acqu is it ion Des ignat ion Sight/Pi lot Night 
Vis ion Sensor System spare and repa ir parts had been computed us ing 
est imated recovery rates that were not based on use data. The Army’s 
Aviat ion Systems Command bought too many spare and repa ir parts for 
the two systems, pr imar i ly because re l iab le data were lost when man- 
agement of the parts was transferred to the Command. The requ ire- 
ments computat ions support ing those procurements were based on 
unreasonab le est imated ma intenance factors. The Command d id not 
effect ive ly mon itor the assets he ld by the contractor. Therefore, quant i- 
t ies in excess of reasonab le operat ing leve ls were not ident if ied and used 
to sat isfy forecasted requ irements. 
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Army Inventory: Growth in Inventor ies That Exceed Requ i rements 
(GAO/NSIAD9O-68 ,  Mar. 22, 1990) 

As  of September 30,1988, unrequ ired inventory represented $2.6 b i l- 
l i on, or 22 percent, of the Army ’s tota l i nventory. That i s a growth of 
168 percent compared to 96 percent growth for the overa l l  i nventor ies 
s i nce 1983. The largest growth, in term s  of do l l ars, in unrequ ired i nven- 
tory occurred at the Av iat i on Syst ems Command ,  one of the s i x Army  
buy i ng c ommands .  

More time l y  and aggress i ve act i ons by item  management off ic ia ls cou l d 
have reduced the procurement of unneeded items.  In s ome cases, infor- 
mat i on was ava i l ab l e to show that the item s  were not needed before the 
procurement contracts were awarded. In other cases, such informat i on 
b e c ame ava i l ab l e short ly after the contract award. However, the Army  
had not deve l oped a systemat i c approach for eva luat ing when unneeded 
purchases shou l d have been cance l ed, reduced, or a l l owed to proceed. 
A lso, inaccurate data in the requ irements data base contr ibuted to the 
growth of unrequ ired inventory. 

Army  Inventory: A  S ing l e Supp l y  Sys t em Wou l d  Enhance Inventory 
Management and Read i ness (GAO/NSIAD-90- 5 3 ,  Jan. 25, 1990) 

The 13 reta i l - l eve l act iv i t i es had over $184 m i l l i on worth of excess spare 
and repa ir parts that had not been reported to the who l esa l e leve l. 
These un its had $33 m i l l i on of shortages, of wh i ch $8.4 m i l l i on was for 
item s  that were excess at other locat ions. At the s ame time, managers at 
the three Army  buy i ng c omman d s  we rev i ewed were in the process of 
procur ing $66.9 m i l l i on for item s  that were excess at the reta i l l eve l. 

T he a lternat ives the Army  was pursu i ng to so l ve man y  of the prob lem s  
d id not prov i de for comp l ete integrat ion between the who l esa l e and 
reta i l supp l y l eve ls. Thus, these improvements d id not fu l l y address the 
prob lems.  Reta i l - l eve l act iv i t i es were not comp l y i n g w ith Army  regu la- 
t ions that requ ire that excess item s  be reported and returned to the 
who lesa l e- l eve l  supp l y system. Therefore, the Secretary of the Army  
shou l d estab l i sh a s i ng l e supp l y s y s tem that wou l d prov i de the inven- 
tory supp l y s y s tem manager w ith systemw i de asset v is i b i l i ty and the 
author ity to red istr ibute excesses from  locat ions where they are most 
needed. 
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Secondary Item  Supp l y  Management, US. Army  M iss i l e Command ,  Red- 
stone Arsena l , AL (Army Aud i t Agency, SO  89-9, Mar. 17, 1989) 

The Army  M iss i l e Comman d ’s emphas i s  on meet i ng customer requ ire- 
ments needed to be ba l anced by a greater concern for the eff ic ient use of 
resources, Item  managers put into the automated supp l y s y s tem inva l i d 
requ irements cons i st i ng of $119.7 m i l l i on of unsupported manua l l y  gen- 
erated requ irements and $2 1.3 m i l l i on of unsupported extended requ ire- 
ments ob ject ives. A lso, incorrect dens i ty data on ma j o r item s  supported 
were used to compute requ irements for secondary items.  

M i l i tary Log ist i cs: Buy i n g Army  Spares Too Soon Creates Excess  Stocks 
and Increases Costs (GAO/NSIAD-89- 1 9 6 ,  Aug. 28,1989) 

The two Army  buy i ng c omman d s  we v is i ted regu lar ly in it iated item  
purchases ear l i er than they shou l d have and a l so purchased quant it i es 
exceed i ng author ized requ irements. Purchas i ng spares and repa ir parts 
premature l y or excess to requ irements resu lted in unnecessary inven- 
tory i nvestment, wh i ch wou l d cause h igher inventory ho ld i ng costs 
un l ess requ irements increased. These prob lem s  occurred, in part, 
because the two c omman d s  had m is interpreted Army  gu i dance on ob l i - 
gat ing procurement funds. 

A lso, the Army  Mater i e l  Comman d  shou l d have strengthened its interna l 
contro l pract i ces to ensure that buy i ng c omman d s  (1) comp l i e d w ith 
estab l i shed gu i dance for cance l i ng or reduc i ng excess i ve on-order quan- 
t it ies of mater ia l , (2) adequate l y documented item  management and pro- 
curement dec i s i ons, and (3) fo l l owed ex ist i ng regu lat ions on the 
approva l  of procurement act i ons based on do l l ar-va lue thresho lds. 

Requ i rements Determ inat i on and Execut i on System, U.S. Army  Arma- 
ment, Mun i t i ons and Chem i c a l  Command ,  Rock Is land, IL (Army Aud i t 
Agency, M W  89-7, Dec. 30, 1988) 

The Requ i rements Determ inat i on and Execut i on Sys t em was not be i ng 
used as effect ive ly as poss i b l e to manage secondary items.  Item  man- 
agers fe lt it was better to have too muc h  stock on hand rather than r i sk 
not be i ng ab le to sat isfy customer demands. As  a resu lt, they frequent ly 
d id not respond appropr iate ly to automated supp l y contro l study recom- 
mendat i ons to reduce or cance l  p l anned purchases. A lso, the effect ive 
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use of the Requ i rements Sys t em was s ign if i cant ly h i ndered by i naccu- 
rate informat i on in the nat iona l stock number master data record. Auto- 
mated mater i a l  management l im its and lead tim e  freeze codes were not 
used appropr iate ly to compute requ irements. 

Inventory Management: Army  Needs to Reduce Reta i l  Leve l  Excesses 
(GAO/NSIAD-87-197, Sept.2,1987) 

Item  managers at the nat iona l i nventory contro l po ints were often un- 
aware that item s  were excess at certa in l ocat i ons and in short supp l y at 
others. Th i s  occurred pr imar i l y  because item  managers at the reta i l l eve l  
d i d not report a l l  e xcess items.  Consequent l y, s ituat ions deve l oped 
where excess item s  at the reta i l l eve l  were a l so be i ng procured by the 
nat iona l i nventory contro l po ints. If the item  managers had comp l ete 
and accurate informat i on on excess reta i l l eve l  items,  the item s  cou l d 
have been red istr ibuted to locat i ons where they were needed. Thus, 
procurements cou l d have been de l ayed or reduced. 

The Army ’s Safety Leve l  Requ i rements for Secondary Item s  Ma y  Be 
Inaccurate and Excess i v e IGAO/NSIAD-85-161). Sebt. 30.1986) 

At the Army  Mater i e l  Comman d ’s s i x ma j o r subord inate c ommands ,  
safety leve l  requ irements for 48,399 secondary item s  (spares and repa ir 
parts) exceeded procurement lead tim e  requ irements for a number of 
item s  va l ued at $76 m i l l i on. DOD requ ires that safety l eve l s be at least 
equa l  to the procurement lead tim e  requ irements. However, the eco- 
nom i c  order quant ity/var iab le safety leve l  formu l a  used to compute 
requ irements for stock produced quant it i es that were errat ic cou l d be 
excess i ve, and d id not mater i a l l y improve supp l y support. 

The Army ’s Use of Serv i ceab l e Returns in Requ i rements Computat i ons 
(GAO/NS lAD-86-59.Am.9.1986) 

. I I L  I I 

The vo l ume of serv i ceab l e returns for three Army  act iv i t i es rev i ewed 
was up by 11.7 percent in f isca l year 1984, as compared w ith f isca l year 
1983, and the do l l ar va l ue of these returns i ncreased from  $34.6 m i l l i on 
to $69.8 m i l l i on. Near l y 50 percent of the reported serv i ceab l e mater i a l  
was accepted by the who l esa l e supp l y act iv it i es. A lthough these returns 
were recorded as assets on hand, they rece i ved l im ited cons iderat ion in 
forecast ing requ irements. Consequent l y, unnecessary procurement and 
rework costs cou l d have resu lted. 
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Defense Log ist i cs Agency Defense Inventory: Defense Log i st i cs Agency Needs to Better Manage 
Procurement Leadt im e s  (GAO/NSIAD-90- 1 2 4 ,  May  2, 1990) 

DLA had not imp l emented adequate contro ls to manage and m in im ize 
procurement lead tim e s  as d irected by DOD. Samp l e d  item s  at two supp l y 
centers had lead tim e s  that were e ither overstated or understated, thus 
i ncreas i ng the r i sk of buy i ng too muc h  or too l itt le stock. Spec if i ca l l y, 
DLA had not 

conducted requ ired supp l y management rev i ews to ensure that lead 
tim e s  were accurate l y forecasted and management act i ons were taken to 
m in im ize l ead time, 
set standards for the var i ous stages of the buy i ng process or deve l oped 
comp l ete and accurate informat i on so that nonrepresentat ive procure- 
ment act i ons cou l d have been ident if ied and e l im inated from  the data 
base used to forecast procurement lead times, or 
used rea l i st ic de l i very dates to forecast lead times. 

A lthough DLA had taken measures to reduce the tim e  needed to award 
contracts, it had not tr ied to reduce product ion and de l i very tim e s  by 
obta in i ng the best de l i very dates from  contractors. Product i on and 
de l i very tim e s  account for 60 percent of tota l procurement lead time. 

Defense Inventory: Defense Log i st i cs Agency’s Excess  Mater i e l  on Order 
(GAO/NSIAD-9O-1O6,  Mar. 6, 1990) 

For most excess mater i a l  on order, DLA i tem  managers were unnecessa- 
r i l y avo i d i ng mak i n g  term inat ion recommendat i o ns to contract ing 
off icers. For examp l e, at the Construct i on Supp l y  Center, contracts 
be l ow $26,000 were not cons i dered for term inat ion. Th i s  re lat ive ly h i gh 
thresho ld exc l uded 98.6 percent of the center’s contracts. Item  managers 
were a l so incorrect ly recomput i ng requ irements or arb itrar i l y i ncreas i ng 
requ irements to avo i d recommend i n g  term inat ions. Because of l ax or 
nonex istent superv is i on, quest ionab l e dec i s i ons not to r e c ommend term i- 
nat ions were not reversed. 

Even when item s  were recommended for term inat ion, contracts were not 
term inated if the contract ing off icer was informe d  by the contractor 
that the contract cou l d not be term inated without cost to the US. gov- 
ernment. In these cases, item  managers mad e  dec i s i ons to accept 
unneeded item s  without perform ing a requ ired cost benef it ana l ys i s. 
Un l ess item  managers rece i ved est imates of term inat ion costs, they d id 

Pag e  4 5  GAO/NSIAB91 - 1 7 6  Defe n s e  Inventory Requ i r ements 

I 



Sunu nm l e a  of Aud i t Reporta Re l a t ed to 
DOD’s Inventory Requ i r ements 
Determ i nat i o n Pr o c eww 

not have a re l i ab le data base to determ ine if acqu is i t i on of excess item s  
was in the government’s best interest. 

Inventory Management of Cloth i ng and Text i l e Mater i e l  (DOD,/• 86-06 1, 
Jan. 31,1986) 

F i x ed procurement cyc l es and safety l eve l s were used to deve l op 
requ irement l eve l s for c loth ing and text i l e items,  a lthough DOD and DLA 
gu i dance spec i f i es var iab l e safety l eve l s and procurement cyc l es. 
Requ i rements forecasts for recru it c loth ing item s  were understated and 
overstated. More effect ive imp l ementat i on of procedures to manage 
phase-out stocks of c loth ing item s  be i ng rep l aced by the M)D components 
cou l d have reduced l osses from  d i sposa l  of rep l aced item s  by about 
$96.3 m i l l i on. 

Mater i e l  Management of Numer i c  Stockage Ob ject i ve Item s  by the 
Defense Log i st i cs Agency (DOD/• IG 86-067, Dec. 24, 1984) 

Numer i c  stockage ob ject i ve item s  are spare parts w ith m in ima l  i ssue 
requ irements that are not managed under norma l  d emand rep l en i shment 
techn iques. DLA was buy i ng and stock i ng spare parts as numer i c  
stockage item s  that d id not warrant stockage. These item s  were not 
coded as weapon systems item s  or were coded as not essent ia l  to weapon 
systems and had insuff ic ient demands to just ify stockage. Procurements 
of these item s  cou l d have been reduced by $76.4 m i l l i on and ho ld i ng 
costs cou l d have been reduced by $16.4 m i l l i on if item s  had been man- 
aged on a nonstocked bas i s. Add it i ona l  sav i ngs were probab le for s ome 
port ion of the est imated $67.7 m i l l i on of procurements mad e  for l ow- 
demand, weapon systems-coded item s  whose essent ia l i ty the supp l y cen- 
ters d id not know. 

Navy New and Rep l a cement Mater i a l  Hand l i ng Equ i pment and Intermed i ate 
S i z e Conta iner Requ i rements of the F l eet Mar i n e Forces (Nava l  Aud i t 
Serv i ce 063-W-90, June 20, 1990) 

The Mar i n e Corps needed to perform  better ana l yses of mater i a l - 
hand l i ng equ i pment and conta iner requ irements and deve l op better sup- 
port ing data for quant it i es needed. Requ i rements for conta iner hand lers, 
fork l ifts, cranes, and intermed i ate s i ze conta iners were not supported 
and exceeded the F l eet Mar i n e Forces needs. A lso, there was l itt le assur- 
ance that the m ix of mater ia l -hand l i ng equ i pment and conta iners to be 
procured was the most effect ive or eff ic ient. 
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Navy Supp l y: Procurement Leadt im e  Forecast i ng Needs Improvement 
(GAO/NSIAD-9@78,May  18,199O) 

The Navy’s Av iat i on Supp l y  Off ice cou l d improve determ inat ions of 
procurement lead tim e  requ irements for av iat ion parts. Adm in i strat i ve 
l ead tim e  requ irements were not a lways based on actua l exper i ence. At 
one po int, the Av iat i on Supp l y  Off ice had arb itrar i l y i ncreased the 
adm in i strat i ve l ead tim e s  for a l l  item s  by 9 months. In ca lcu l at i ng pro- 
duct ion l ead tim e  requ irements, the supp l y off ice d id not cons i der s ome 
actua l exper i enced lead tim e s  even when these lead tim e s  were more 
rea l i st ic. It a l so d id not rout ine ly obta in contractor est imates of lead 
tim e s  or compare them  with actua l performance. 

A  random samp l e  of 21 item s  showed e ither overstated or understated 
requ irements. The overstatements tota led $2.2 m i l l i on and the under- 
statements tota led $839,000. W ith 162,000 item s  hav i ng l ead tim e  
requ irements of over $2 b i l l i on, the potent ia l for s ign if i cant eff ic i enc ies 
and do l l ar sav i ngs i s great. 

Defense Inventory: Growth in Sh i p and Submar i n e Parts (GAO/NSIAD- 
90-111, Mar. 6, 1990) 

See report s ummar y  l i sted under In it ia l Prov i s i on i ng. 

Management of the F l eet Mar i n e Forces Ma i ntenance F l oats (Nava l  
Aud i t Serv i ce 017-W-90, Feb. 7, 1990) 

The ma i ntenance f loats ach i eved the des i red resu lts: repa irab le assets 
were ava i l ab l e for d irect exchange and sat isf ied at least 80 percent of 
customers’ in it ia l d emands loca l l y. However, the Force Serv i ce Support 
Groups’ ma i ntenance f loats had $68.1 m i l l i on of assets that exceeded 
requ irements, of wh i ch $39.7 m i l l i on exceeded author ized retent ion 
quant it ies. Interna l contro ls were inadequate and d id not prevent or 
detect mater i a l  errors or irregu lar it ies and d id not ensure comp l i a nce 
w ith asset management and a l l owance determ inat ions d irect ives. 
A l l owances for ident ica l repa irab le assets at the Force Serv i ce Support 
Groups were w ide l y d ivergent. 
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Requ i rements Determ inat i on for Operat i ng Stocks and Spares Acqu i s i - 
t ion Va l ue Enhancement Program at Mar i n e Corps Log i st i cs Base, 
A lbany, GA  (Nava l  Aud i t Serv i ce 004-S-90, Nov. 16, 1989) 

The Mar i n e Corps Log i st i cs Base d id not va l i date the accuracy of the 
data used in rep l acement stock requ irements computat i ons or perform  
the fo l l ow-up rev i ews as often as requ ired by Mar i n e Corps d irect ives. 
Mar i n e Corps f ie ld un its that reduced requ irements for in it ia l i ssue 
L ightwe ight Camouf l a ge Screen i ng Sys t em equ i pment d id not coord inate 
the reduct ion w ith the Commandant, Mar i n e Corps. A lso, the Mar i n e 
Corps had not comp l i e d w ith ex ist i ng interna l contro ls, and s ome 
interna l contro ls were def ic ient. 

Se l ected P lanned Program Requ i rements for Non-Av iat i on Mater i a l  
(Nava l  Aud i t Serv i ce 048-N-89, Ma y  1,1989) 

The Navy’s Sh i p Parts Contro l Center d id not effect ive ly ut i l i ze and 
manage a port ion of the $240.6 m i l l i on in funded P lanned Program 
Requ i rements recorded under the 40 pro ject codes in its rev i ew. Th i s  
resu lted in overstated requ irements, wh i ch caused inf lated budgets and, 
in s ome instances, unnecessary procurements of spare parts. The Navy’s 
Sh i p Parts Contro l Center estab l i shed s ome P lanned Program Requ ire- 
ments to meet compet i t i ve and sma l l  d i sadvantaged bus i ness purchas i ng 
goa l s set by the Nava l  Supp l y  Syst ems Command ,  a lthough the requ ire- 
ments exceeded customers’ needs. Th i s  caused inva l i d P l anned Program 
requ irements lead i ng to inf lated requ irements, generat ing unneeded 
buys, and v io l at ing respons i b l e f inanc ia l  and inventory management 
procedures. The aud it c la im e d  $37 m i l l i on in potent ia l one-t im e  cost 
avo i dances if these pract i ces were d iscont inued. 

Se l ected P lanned Program Requ i rements for Av iat i on Mater i a l  (Nava l  
Aud i t Serv i ce 033-N-89, Feb. 24,1989) 

The Navy’s Av iat i on Supp l y  Off ice d id not effect ive ly manage a port ion 
of the $916.9 m i l l i on in funded P lanned Program Requ i rements. Th i s  
resu lted in $66.3 m i l l i on in overstated requ irements and $4 m i l l i on in 
understated requ irements. Some  P lanned Program Requ i rements were 
m isc l ass i f i ed as supp l y s y s tem requ irements, a lthough they were 
a l ready i nc l uded in customers’ a l l owance quant it ies. A lso, the Av iat i on 
Supp l y  Off ice d id not accurate l y recompute P lanned Program Requ ire- 
ments to sat isfy p l anned changes in operat ions and customer inventory 
leve ls. The Av iat i on Supp l y  Off ice had not prov i ded current gu i dance or 
suff ic ient management emphas i s  for manag i n g P lanned Program 
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Requ i rements. In add it ion, the computer process i ng of Ma i ntenance and 
Mater i a l  Management data needed to va l i date P lanned Program Requ ire- 
ments for var i ous in it i at ives was inadequate ly contro l l ed. 

Navy Supp l y: Econom i c  Order Quant i ty and Item  Essent i a l i ty Need More 
Cons iderat i on (GAO/NSIAD-88-64, Jan. 6,1988) 

Navy po l i cy requ ired that when the econom i c  order quant ity was ca l cu- 
lated to be l ess than 1 year, a year’s supp l y of mater i a l  had to be 
ordered. About SO  percent of the rev i ewed stock item s  had econom i c  
order quant it i es under a year. The Navy cou l d have reduced the poten- 
t ia l for i ncreas i ng its stocks beyond current needs and m in im ized the 
costs of order ing and ho ld i ng i nventory by purchas i ng the econom i c  
order quant ity rather than a l-year supp l y. Navy po l i c i es on acceptab l e 
r i sk of runn ing out of stock and on m iss i on essent ia l i ty enab l ed a lmost 
every inventory item  to have a safety leve l  of stock. The Navy cou l d 
have reduced the potent ia l for i ncreas i ng its stocks beyond current 
needs by rev i s i ng these po l i c i es. 

In f isca l year 1986 the Av iat i on Supp l y  Off ice ordered $133.7 m i l l i on in 
mater i a l  that exceeded the econom i c  order quant ity. Th i s  mater i a l  
resu lted in an add it i ona l cost of $10.6 m i l l i on because the i ncreased 
ho ld i ng costs of the larger inventor ies more than offset the decrease in 
order ing costs and the imp l i e d cost of shortages. 

The Navy’s inventory of stock exceed i ng requ irements by a 24- or 30- 
month supp l y had shown a dramat i c  i ncrease in recent years and was 
expected to r ise to $14 b i l l i on in f isca l year 1988. A lso, the po l i cy of 
order ing a year’s supp l y of mater i a l  rather than the econom i c  order 
quant ity (when l ess than 1 year) i ncreased the r i sk of overbuy i ng mate- 
r ia l w ith a potent ia l for i ncreas i ng stocks beyond current needs. 

The Navy Can Increase Cance l l at i on of Procurements for Unneeded 
Mater i a l  (GAO/NSIAD-86-66. Mar. 22. 1986) 

. I 

The Navy’s procedures and pract i ces for cance l i ng cou l d have been used 
to reduce unnecessary procurement and inventory i nvestment costs. 
Four ma i n  reasons why cance l l at i ons were not h igher were (1) the 
inventory contro l po ints had estab l i shed h igh do l l ar rev i ew thresho lds, 
(2) the inventory contro l po ints had app l i ed protect ion l eve l s to prov i de 
an added buffer aga inst runn ing out of stock, (3) inventory managers 
d id not a lways act on cance l l at i on not i ces in a time l y  manner, and 
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(4) management and superv i sory attent ion over the cance l l at i on process 
was l im ited. 

DOD/Interserv ice Spec i a l  Program Requ i rements for Log ist i c Support (DOD/• IG 90-087, 
June 27,199O) 

Spec i a l  Program Requ i rements i s a term  used to ident ify unusua l, non- 
repet it ive requ irements that the serv i ces expect to mater ia l i ze. They are 
used to p lan future supp l y support from  DOD who l esa l e i nventory man- 
agement act iv it i es. The serv i ces had subm itted Spec i a l  Program Requ ire- 
ments requests to DLA that were inappropr iate or were for excess i ve and 
unsubstant iated quant it ies. Furthermore, they subsequent l y subm itted 
requ is i t i ons that cou l d not be read i l y re lated to the Spec i a l  Program 
Requ i rements for wh i ch the supp l y support had been p lanned. 

The serv i ces l acked interna l contro ls to ensure that Spec i a l  Program 
Requ i rements were subm itted for appropr iate purposes and reasonab l e 
quant it i es and that the ensu i ng requ is i t i ons conta i ned the proper 
demand code. In add it ion, the serv i ces and DLA had not estab l i shed 
interna l contro ls to adequate l y account for Spec i a l  Program Requ ire- 
ments i nvestments and transact ions, mon i tored the effect iveness of Spe- 
c ia l  Program Requ i rements as a log i st i cs p l ann i ng method, and in it iated 
correct ive act ion, as necessary. 

Defense Inventory: Growth in A ir Force and Navy Unrequ i red Aircraft 
Parts (GAO/NSIAD-90- 1 0 0 ,  Mar. 6, 1990) 

DOD’S i nventory of a ircraft parts grew from  $17.3 b i l l i on in 1980 to 
$63.6 b i l l i on in 1988. The inventory of unrequ ired a ircraft parts 
i ncreased at a faster rate than requ ired stocks. Procurement manage- 
ment pract i ces were a ma j o r contr ibutor to growth in unrequ ired stock. 
A lso, s ome DOD and A ir Force in it i at ives to improve the ir reports cou l d 
reduce v is i b i l i ty over unrequ ired stock and, consequent l y, ma s k  the 
need for management attent ion. Requ i red stocks he ld to meet other than 
current-year requ irements grew s ign if i cant ly and were more l i ke l y to 
b e c ome obso lete or exper i ence dec l i n i ng d emand before they were 
needed. 

The reduced overs ight and growth in years of requ ired stock suggested 
that unrequ ired stocks cou l d cont inue to grow. A lso, ho ld i ng more years 
of stock resu lted in larger requ ired inventor ies without a stated po l i cy 
to i ncrease requ irements. 
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Va l i dat i on of Requ i rements for Unf i l l ed Mater i e l  Orders (M)D/OIG 
_89-046, Jan. 18, 1989) 

DOD components d id not comp l y  w ith M i l i tary Standard Requ is i t i on i ng 
and Issue Procedures to se l ect item s  for va l i dat ion, report program  
resu lts, and cance l  unneeded on-order mater ia l . As  a resu lt, the compo- 
nents app l i ed un i que exc l us i ons to mater i a l  ob l i gat ions meet i ng the DOD 
cr iter ia for va l i dat ion, Va l i dat i on requests i nc l uded equ i pment a l l ow- 
ance and war reserve requ irements, estab l i shed by h igher c ommands ,  
that requ is i t i oners cou l d not va l i date. More spec i f i c cr iter ia were needed 
for se lect i ng item s  to va l i date and to report accurate program  accom- 
p l i shments. More contro ls were needed to ensure unneeded mater i a l  
orders were cance l ed and va l i dat i ons of need at reta i l act iv i t i es were 
proper ly imp l emented. Program resu lts were inaccurate and overstated 
ach i evements. The requ is i t i ons were inaccurate ly reported as va l i d 
requ irements. 

Secondary Item  Weapon Sys t em Management (DOD/• IG 88-171, June 16, 
1988) 

See report s ummar y  under In it ia l Prov i s i on i ng. 

Un iform  Mater i e l  Movement  and Issue Pr ior ity Sys t em (DOD/• IG 88- l 18, 
Apr. 1,1988) 

The Un iform  Mater i e l  Movement  and Issue Pr ior ity Sys t em prov i ded an 
appropr iate bas i s to rank the serv i ces’ requ irements. However, the 
system was not effect ive because requ is i t i on ing act iv i t i es were not c om- 
p ly i ng w ith DOD i s sue pr ior ity procedures, and the serv i ces d id not per- 
form  adequate overs ight of pr ior ity ass i gnment. DOD requ is i t i oners 
rout ine ly ass i gned a h igher pr ior ity than author ized to mater i a l  requ ire- 
ments subm itted to who l esa l e i nventory contro l act iv it i es. A  number of 
recent aud its by the serv i ce aud it agenc i es and our aud its have con- 
firme d  th is. 

DOD Inventory Management: Rev i sed Po l i c i es Needed (GAO/NSIAD-88-76, 
Jan. 14, 1988) 

Numerous reports have addressed ser i ous inventory management def i- 
c i enc i es, such as inaccurate inventory records, poor phys i ca l  i nventory 
contro ls, and inadequate contro ls and accountab i l i ty over government 
property furn ished to contractors. DOD was supposed to have eva l uated 
how the serv i ces and DLA managed inventor ies in the ir custody, yet 
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l a cked accurate data to do th is. If DOD is to tack le the prob l em of inven- 
tory accuracy, it must go beyond what it has been do i ng or try ing to do 
for severa l years- ref in ing current po l i c i es a nd procedures and 
attempt ing to mon itor comp l i ance. 

Because of causat i ve research prob l ems, DOD lacked the data needed to 
assess where the bas i c prob l ems were. There was too much emphas i s o n 
mak i ng ad j ustments that were then rev i ewed to determ ine whether the 
ad j ustments cou l d b e reversed. In th is case, the goa l  was apparent l y to 
report h igher inventory accuracy rates. Add it iona l l y, the serv ices some- 
t imes d id not correct the ir i nventory records when d iscrepanc i es were 
d iscovered. Item managers need accurate informat ion to make day-to- 
day management dec is i ons. 

M in imum Econom ic Order Quant it i es (DOD/• IG 88-020, Oct. 8,1987) 

The serv ices and DLA imp l emented m in imum annua l  econom ic order 
quant ity po l i c i es in l i eu of norma l econom ic order quant it i es to combat 
overpr ic ing for sma l l  quant ity buys and reduce the number of procure- 
ment act ions requ ired. A lthough the in it iat ive to extend the procure- 
ment cyc le h ad mer it, it was so broad l y app l i ed that the costs exceeded 
the benef its. If it h ad been more narrowly app l i ed, substant ia l  cost sav- 
ings cou l d have been ach i eved. Those items where quant ity pr ice breaks 
cou l d have been obta i ned had not been ident if ied. 

Mater ie l C lass if i ed as Not Ready for Issue (DOD/• IG 87-212, Ju ly 31, 
1987) 

Each of the inventory contro l po i nts had estab l i shed procedures to g ive 
greater attent ion to the management of not-ready-for- issue mater ia l. 
Wh i l e these procedures were steps in the r ight d irect ion, prob l ems sti l l 
ex isted. There was a lack of procedures for and incons istenc ies in con- 
s ider ing not-ready-for- issue mater ia l in the computat i on of procurement 
requ irements. Also, th is mater ia l was not be i ng rev i ewed, processed, and 
removed from not-ready-for- issue cond it i on o n a t ime ly bas is. These 
cond it i ons occurred because: (1) there was not a DOD po l i cy o n cons id- 
er ing these assets in requ i rements computat i ons, (2) t ime standards had 
not been estab l i shed for rev iew and c lass if icat ion, and (3) rev iew efforts 
at inventory contro l act iv it ies were not pr ior it ized to concentrate on 
items under procurement and in cr it ica l supp l y. 
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Contro l s Over Accuracy of Data in DOD Who l esa l e  Log i st i cs Syst ems 
(DOD/• IG 87-186, Ju l y 7, 1987) 

The serv i ces had not estab l i shed effect ive contro ls to ensure that accu- 
rate data were used when mak i n g  dec i s i ons to buy, repa ir, return, and 
d i spose of who l esa l e assets, and the Navy had on l y part ia l l y comp l i e d 
w ith the recommendat i o ns in our prev i ous report2 A lthough the Off ice 
of the Secretary of Defense had i ssued gu i dance to the serv i ces to 
improve interna l contro ls over automated log i st i cs operat ions, inc l ud i ng 
a requ irement to eva luate the accuracy of data in the systems, compo- 
nents had not effect ive ly imp l emented the gu i dance. The contro ls that 
d id ex ist were pr imar i l y  to determ ine the va l i d i ty of data rather than its 
accuracy. F i v e i nventory contro l po ints and f ive s y stem des i gn agenc i es 
v is i ted had not imp l emented adequate qua l i ty contro l program s  that 
i nc l uded standards for data accuracy, tests of cr it ica l data, ident if ica- 
t ion of causes of c ommon  errors, and act i ons to correct def ic i enc ies. 

Wa r Reserves 

Air Force M i l i tary Air l ift: Peacet ime Use of War Reserve Spares Reduces Wart ime 
Capab i l i t i es (GAO/NSIAD-99-186, June 26, 1990) 

Shortages of serv i ceab l e peacet ime operat ing spares to support the A ir 
Force’s C-6 and C-141 f ly ing hour program s  have led the A ir Force to 
re ly on war reserve spares to support peacet ime operat ions. As  a resu lt, 
the leve l  of war reserve spares had decreased to the po int at wh i ch the 
C-6 and C-141 m ight not be ab le to susta i n the ir wart im e  ut i l i zat ion 
rates if the spares were not fu l l y rep l aced when used. In add it ion, the 
leve l  of war reserve spares to support the C-6 and C-141 a ircraft was 
not fu l l y d i sc l osed because capab i l i ty assessment reports to the Jo int 
Ch iefs of Staff were i ncomp l ete and incorrect. Changes in Eastern 
Europe shou l d i ncrease cont i ngency warn i ng tim e s  and l essen the poten- 
t ia l adverse impact of shortages. 

2Nav y  Log i st i cs Data Bas e  Prob l ems Ne e d  Increased Ma n a g eme n t  Attent i on (GAO/NSIAD-83- 4 8 ,  
Aug. 19,1983). 
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Accuracy of Se l ected Data Used in Aircraft Wart ime Spares Requ ire- 
ments (A ir Force Aud i t Agency Pro j ect 9126116, Ma y  3, 1990) 

The data used in the computat i on of F-16, F-16, and B-62 war reserve 
requ irements were not accurate; consequent l y, these requ irements were 
overstated by $19.7 m i l l i on. Th i s  occurred because the A ir Force Log is- 
t ics Comman d  d id not prov i de adequate gu i dance and tra in ing re lat ing 
to the importance of accurate codes when comput i ng war reserve 
requ irements, and the system for comput i ng these requ irements d id not 
prov i de an automated except i on l i st ing to ident ify item s  requ ir i ng fur- 
ther rev i ew or correct ion. Add it i ona l l y, F-16C nav igat ion s y stem 
requ irements were understated by $1 m i l l i on because there was no 
requ irement for the a ir l og i st i cs centers to estab l i sh work un it codes on 
new weapon systems before comput i ng war reserve requ irements. 

Prepos i t i oned War Reserve Mater i e l  Subs i stence Requ i rements (A ir 
Force Aud i t Agency Pro j ect 9276112, Apr. 24,199O) 

Management of prepos it i oned war reserve subs i stence was not effect ive. 
D iscrepanc i es requ ir i ng management attent ion were ident if ied in the fo l- 
l ow ing areas: 

. Subs i stence requ irements for overseas c omman d s  and se lf-susta in i ng 
un its were not accurate l y computed, resu lt i ng in overstatements tota l i ng 
$1.86 m i l l i on. 

l Subs i stence rep l acement quant it i es (for rotat ion) were not accurate l y 
computed. Computat i ons for states ide bases exceeded the amounts 
needed by $202,000. Converse l y, rep l acement quant it i es for European 
bases were understated, caus i ng subs i stence stocks to be dep leted by 
more than 40,000 cases be l ow the funded leve ls. 

. Comm i s s ar i e s  ordered over 12,000 cases of add it iona l, unneeded subs i s- 
tence item s  after rotat ion stocks had a l ready been dep leted. Some  of the 
item s  were ordered for resa le in c omm i s sar i e s  at ha lf pr ice. Overa l l , th is 
pract ice adverse l y affected the A ir Force’s ab i l i ty to rotate subs i stence 
stocks. 

Fo l l owup Aud it-Forecast i ng L ife-L im ited Item  Requ i rements for Jet 
Eng i ne (A ir Force Aud i t Agency Pro j ect 9126117, Aug. 26,1989) 

See report s ummar y  l i sted under Rep l en i shment. 
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Memora n d um 061-g-3, Survey of Prepos i t i oned War Reserve Mater i e l  
Subs i stence Reau i rements (A ir Force Aud i t Agencv Pro i ect 9276 112. 
June 22,1989) - 

v  ” Y  

Prepos i t i oned war reserve mater i a l  subs i stence requ irements computed 
by the A ir Force in 1988 were not ind i cat ive of actua l need. The requ ire- 
ments for ma i n  operat ing bases w ith ex ist i ng d in i ng ha l l s were c om- 
puted in the s ame manner as the requ irements for bare base locat i ons 
hav i ng no or l im ited cook i ng fac i l i t ies, A lso, computat i ona l  errors were 
mad e  that were not detected due to a l ack of overs ight. 

Fo l l owup Aud i t -Management and Requ i rements Determ inat i on for 
Sys t em 4631, A ir Cargo Pa l l ets and Nets (A ir Force Aud i t Agency Pro- 
iect 9226216. Feb. 16. 1989) 

See report s ummar y  l i sted under Rep l en i shment. 

Se l ected Asoects of War Read i ness Snares K it/Base Leve l  Se lf- 
Suff i c i ency-Requ i rements (A ir Force-Aud i t Agency Pro j ect 7126116, 
Dec. 23,1988) 

Po l i c i es and procedures used to ta i lor war read i ness spares k it and base 
leve l  se lf-suff ic i ency spares requ irements to spec i f i c bases and locat i ons 
were not adequate. Ma j o r c omman d s  d id not adequate l y cons i der the use 
of a l l  ava i l ab l e peacet ime operat ing stocks to offset part or a l l  of the 
base leve l  se lf-suff ic i ency requ irements. 

Fo l l owup Aud i t-Rev i ew of the Support for the F i sca l  Year 1986 Spares 
Budget Requ i rements in A ir Force Log i st i cs Comman d  (Air Force Aud i t 
Agencv Pro i ect 8126122. Dec. 13.1988) v  Y  Y 

Air Force management had in it iated appropr iate act i ons for us i ng c om- 
mand s  to va l i date the e lectron ic countermeasure factors pr ior to acqu i s i - 
t ion of wart im e  spares, and the Air Force Deputy Ch ief of Staff, 
Log i st i cs and Eng ineer i ng, remove d  l im itat ions for out-of-cyc le e lement 
changes. Act i ons taken corrected prev i ous l y c ited cond it i ons, The acqu i- 
s it i on of such spares was deferred wh i l e the e lectron ic countermeasure 
factors were va l i dated by ma j o r c ommands .  In add it ion, the ma j o r c om- 
mand s  were us i ng actua l e l ectron ic countermeasure usage data for 
factor deve l opment. A lso, d irect ives were rev i sed to a l l ow for 
out-of-cyc le data e lement changes. Furthermore, the system used to 
compute war reserve requ irements has on- l i ne f i le ma i ntenance that 
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Append i x  UJ  
8 -w of Aud i t Reporta Re l a t ed to 
DOD’s Inventory Requ i r ements 
Detezm i n at i o n  Pro c ews 

a l l ows updat ing of war reserve requ irements computat i ona l  data e le- 
ments as des ired. 

Procurement: Spare Parts and Support Equ i pment for A ir Force C-6 
Transport Aircraft (GAO/NSIAD-88-67BR, Ma y  23,1988) 

See report s ummar y  l i sted under Rep l en i shment. 

Fo l l owup Aud i t-Spares Support for the F- lGC/D Aircraft (A ir Force 
Aud i t Agency Pro j ect 7126122, Ma y  3,1988) 

See report s ummar y  l i sted under Rep l en i shment. 

Forecast i ng L ife-L im ited Item  Requ i rements for Jet Eng i nes (A ir Force 
Aud i t Agencv Pro i ect 6126117. June 4.1987) 

See report s ummar y  l i sted under Rep l en i shment. 

Fo l l owuu Aud i t-Rev i ew of Wart ime Fa i l ure Rates and Peacet ime 
Requ i rements Used in Other War Reserve Mater i e l  Computat i ons (A ir 
Force Aud i t Agency Pro j ect 6126120, Jan. 23,1987) 

The or ig ina l aud it d i sc l osed m isstatements of other war reserve mater i a l  
requ irements due to the use of inva l i d computat i ona l  data. Management 
responded by incorporat ing the requ irements computat i on into the 
Recoverab l e Consumpt i o n Item  Requ i rements System. Wh i l e  th is incor- 
porat ion corrected s ome of the inva l i d data, other war reserve mater i a l  
computat i ons rema i n ed in error because the computat i ona l  l og i c that 
determ ined fa i l ure rates erroneous l y i ncreased author ized quant it ies. 

A ir Force Budget: Potent ia l  for Reduc i ng Requ i rements and Fund i ng for 
Aircraft Spares (GAO/NSIAD-87-48BR, Jan. 13, 1987) 

See report s ummar y  l i sted under Rep l en i shment. 

Rev i ew of the Support for the F i sca l  Year 1986 Spares Budget Requ ire- 
ments in A ir Force Log i st i cs Comman d  (Air Force Aud i t Agency Pro j ect 
6126123. Nov. 14.1986) 

I  

See report s ummar y  l i sted under Rep l en i shment. 
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Append i x  III 
Summar i e r  of Aud i t Reporta Re l a td to 
DOD’s Inventory Requ i r ementa  
Determhat i o n  Proc e e a e n  

Determ in i ng DOD Requ i rements for Sys t em 463L A ir Cargo Pa l l ets and 
Nets (A ir Force Aud i t Agency Pro j ect 6086610, June 9,1986) 

See report s ummar y  l i sted under Rep l en i shment. 

Rev i ew of Wart ime Fa i l ure Rates and Peacet ime Requ i rements Used in 
Other War Reserve Mater i e l  Computat i ons (A ir Force Aud i t Agency Pro- 
ject 6126116, Sept. 19,1986) 

See report s ummar y  l i sted under Rep l en i shment. 

Defense Log ist i cs Agency Report on the Survey of Mob i l i z at i on Mater i e l  Requ i rements for Defense 
Log i st i cs Agency Managed Item s  (DOD/• IG 89-029, Nov. 8,1988) 

Overa l l , the m i l i tary serv i ces’ procedures and contro ls for item  se lect i on 
for the war reserve program  were genera l l y adequate and conforme d  to 
DOD cr iter ia. However, the serv i ces ma y  have erroneous l y om itted from  
the war reserve requ irement 2 of 60 items.  The rev i ewed item s  were 
se l ected from  a DLA-prepared l ist of item s  app l i cab l e to the most cr it ica l 
weapon systems as def ined by the Jo int Ch iefs of Staff. The item s  
se l ected were not part of war reserve requ irements as of December 
1987. 

Management Rev i ew: Fo l l ow-up on the Management Rev i ew of the 
Defense Log i st i cs Agency (GAO/NSIAD-88-107, Mar. 28, 1988) 

In response to a 1986 GAO report, DOD had comp l eted or had act i ons 
underway to address prob lem s  with in the areas of p lann ing, i nc l ud i ng 
war mob i l i z at i on p lann ing, program  contro ls, organ izat ion, and 
operat ions. 

However, add it i ona l management act ion wou l d have enhanced the steps 
that had been taken. The areas in most need of add it i ona l attent ion were 
strateg ic and war mob i l i z at i on p l ann i ng and management contro ls over 
act iv i t i es such as contract adm in i strat i on and inventory rece ipt and 
storage. 

Management Rev i ew: Progress and Cha l l enges at the Defense Log i st i cs 
Agency (GAO/NSIAD-86-64, Apr. 7,1986) 

F i v e areas where DLA 'S p lann i ng processes cou l d have been improved 
were strateg ic p lann ing, mob i l i z at i on for war, automated informat i on 
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i p p end i x  III 
Summar I e  of Aud i t Reports Re l a t ed to 
MID’s Inventory Requ i r ements 
Detwn i n at i o n  Proc e 8 s e o  

resources, staff needs, and budget formu lat i on. Program management 
prob lem s  ex i sted in the areas of contract admin i strat ion, inventory man- 
agement, automat i c  data process i ng costs, and aud it fo l l ow-up. A lso, 
DLA 'S p l ans for carry ing out its m iss i on in wart im e  and dur ing other con- 
t ingenc i es had not been comp l eted at ma j o r f ie ld act iv it i es. Estab l i sh i ng 
an appropr iate organ izat iona l structure and contro ls to manage auto- 
mat i c  data process i ng and the interna l aud it funct ion was important. A  
number of improvements shou l d have been mad e  in DLA 'S d irect ion of 
operat ions in such areas as supp l y support for weapons systems and 
product iv i ty programs.  

Pre-Pos i t i oned War Reserve Stock (Nava l  Aud i t Serv i ce 048-S-90, 
June 29.1990) , 

Improved management act i ons were necessary regard ing prepos it i oned 
war reserve stock (war reserves). Act iv i t i es respons i b l e for inventory 
contro l of stocks hav i ng requ irements stock d id not exerc i se suff ic ient 
phys i ca l  and accountab l e contro l over stocks in the ir possess i on. Excess  
integrated managed consumab l e  mater i a l  was not app l i ed aga inst war 
reserve def i c i enc i es as requ ired by Mar i n e Corps d irect ives. The Mar i n e 
Corps Log i st i cs Base in A lbany, Georg i a, deve l oped data exchange 
software to show management respons ib i l i ty for other than Mar i n e 
Corps war reserve stock but insta l l ed erroneous item  manager des i gna- 
tors in the software. The data exchange software incorrect ly ident if ied 
the base as the integrated mater i a l  manager, wh i ch caused the base to 
accumu l ate excess war reserve stock. The base d id not a lways va l i date 
war reserve f inanc ia l  ob l i gat ions: when such requ irements estab l i shed 
in the annua l  acqu is i t i on p l an were de leted, pend i ng procurements of 
the war reserves were not cance l ed in s ign if i cant cases. About $3.7 m i l- 
l i on of inva l i d fund ing c omm i tments  cou l d have been cance l ed and used 
for other purposes. 

DOD/Interserv ice Secondary Item  War Reserves (WD/OIG 88-092, Mar. 1, 1988) 

Po l i c i es and procedures for manag i n g war reserves were inadequate to 
ensure that l ower pr ior ity other war reserve stocks were used to f i l l 
h i gher pr ior ity shortages in the prepos it i oned war reserve stocks. In 
add it ion, procedures and interna l contro ls were inadequate at DLA to 
ensure proper strat if icat ion of other war reserve stocks that exceeded 
requ irements or to ensure that procurements in process were reduced or 
cance l ed when requ irements were reduced. 
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Append i x IV 

L ist of 9 7  Rep o rts Rev i ewed by Aud it Agency 

Genera l  Account i ng Off ice Report8 (32) 
ReDort number Date T it le 
Air Force 
NSIAD90-1 8 6  6/25/90 Mi l i tary Air l ift: Peacet ime Use  of War  

Reserve  Spares Red u c e s  Wart ime 
Capab i l i t i es 

NSIAD-90-17 8  9/ l 3 1 9 0  Strateg i c Miss i l es: Log i st i cs Support for 
Adva n c e d  Cru i se Miss i l es Base d  o n  
Outd a t e d  P lans 

NSIAD-90-14 8  

AFMD-90-23  

NSIAD-90-18 

0/23/90 

2/23/90 

1 1 / 2 8 / 9 0  

Air Force L o  ist ics: Increased Costs for 
Spare Parts 8  afety Leve l s  Are Not Just if i ed 
F i nanc i a l  Aud i t: Air Force Doe s  Not 
Effect ive ly Account for Bi l l i ons of Do l l ars of 
Resources 
Air Force Budget: Potent i a l  for Reduc i n g  
Fund i n a  for Aircraft Spares 

NSIAD80-1 5  1  O/05/89 

NSIAD-89-82 6/02/09 

NSIAD-88-9 0BR 2/ 1 0 / 8 8  

NSIAD-88-5 7BR 5/23/08 

NSIAD-87-14 1  8/ l 2 1 0 7  

NSIAD-87-4 8BR l /13/87 

Air Force Budget: Potent i a l  Reduct i o n s to 
Aircraft Procurement Budgets 
Mi l i tary Log i st i cs: Air Force’s Man a g emen t  
of Backordered Aircraft Items Nee d s  
Improvement 
Air Force Budget: Potent i a l  for Reduc i n g  
Requ i r ements a n d  Fund i n g  for Aircraft 
Spares 
Procurement: Spare Parts a n d  Support 
Equ i pment for Air Force C-5 Transport 
Aircraft 
Mi l i tary Procurement: Air Force Shou l d  
Term i nate More Contracts for On-Order  
Excess Spare Parts 
Air Force Budget: Potent i a l  for Reduc i n g  
Re~;usements a n d  Fund i n g  for Aircraft 

NSIAD-87-34 1 2 1 2 3 1 8 6  

NSIAD-86-14 9  a / o 1  I86 

NSIAD-85-7 1  O/25/ 8 4  

NSIAD-85-2 1  l /19/84 

Mi l i tary Log i st i cs: Improvements Ne e d e d  in 
Mana g i n g  Air Force Spec i a l  Stock Leve l s  
Mi l i tary Log i st i cs: Buy i n g Spares T o o  Ear ly 
Increases Air Force Costs a n d  Budge t  
Out l ays 
Excess i ve Air Force Inventor i es Resu l t From 
Dup l i cat i ve Spare  Parts Requ i r ements 
T h e  Air Force Ca n  Improve Its Forecasts of 
Aircraft &are Parts Reau i r ements 

Army 
NSIA-D-90-68 3 1 2 2 1 9 0  Army Inventory: Growth in Inventor i es That 

Exceed Reau i r ements 
NSIAD-90-53 l /25/90 

NSIAD-89-19 6  a/28/89 

Army Inventory: A Sing l e Supp l y  System 
Wou l d  Enh a n c e  Inventory Man a g emen t  a n d  
Read i n e s s  
Mi l i tary Log i st i cs: Buy i n g Army Spares T o o  
Soo n  Creates Excess Stocks a n d  Increases 
costs 

(cont i n ued) 
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Append i x  IV 
L i nt of 97 Reports Rev i d  b y  Aud i t Age n c y  

Report number 
NSIAD-87- 1 9 7  

Date 
9/02/87 

T it le 
Inventory Man a g emen t :  Army Nee d s  to 
Red u c e  Reta i l  L eve l  Exce s s e s  

NSIAD-85 1 6 0  

NSIAD-85- 5 9  

g/30/85 

4/09/85 

T h e  Army’s Safety Leve l  Requ i r ements for 
Seco n d a r y  Items Ma y  Be  Inaccurate a n d  
Excess i v e  
T h e  Army’s Us e  of Serv i c eab l e  Returns i n 
Requ i r ements Computat i o n s  

Navy 
NSIAD-90- 1 1 1  3/06/90 Defe n s e  Inventory: Growth in Sh i p  a n d  

Submar i n e  Parts 
NSIAD-90- 7 8  5/ l 8 1 9 0  

NSIAD-89- 1 0 3  3/02/89 

NSIAD-88- 6 4  l /06/88 

NSIAD-85- 5 5  

Defense Log ist i cs 
Agency 
NSIAD-90- 1 2 4  

NSIAD-90- 1 0 5  

I I 

3 1 2 2 1 8 5  

5/02/90 

3/06/90 

Nav y  Supp l y : Procur ement Leadt ime 
Forecast i n g Ne e d s  Improv ement 
Nav y  Supp l y : Quest i o n ab l e  Dec i s i o n s 
Increased In it ia l Spar e s  Costs for AV8B 
Aircraft 
Nav v  Suoo l v : Econ om i c  Order Quant i t v a n d  
ItemEssen i i a l i t y Ne e d  Mor e  Cons i d erat i o n 
T h e  Nav y  Ca n  Increase Cance l l a t i o ns of 
Procurements for Unn e e d e d  Mater i a l  

Defe n s e  Inventory: Defe n s e  Log i st i cs 
Age n c y  Nee d s  to Better Ma n a g e  
Procur ement Leadt ime 
Defe n s e  Inventory: Defe n s e  Log i st i cs 
Aae n c v ’s Exce s s  Mater i e l  o n  Order 

NSIAD-88- 1 0 7  

NSIAD-86- 6 4  

DOD/ lnterserv i ce 
NSIAD-90- 1 0 0  

3/28/88 

4 1 0 7 1 8 6  

3/16/90 

Ma n a g eme n t  Rev i ew: Fo l l ow-Up o n  the 
Ma n a g eme n t  Rev i ew of the Defe n s e  
Log i st i cs Age n c y  
Ma n a g eme n t  Rev i ew: Progress a n d  
Cha l l e n g es at the Defe n s e  Log i st i cs Age n c y  

Defe n s e  Inventory: Growth in A ir F orce a n d  
Nav v  Unreau i r e d A ircraft Parts 

NSIAD-88- 7 5  l /14/88 DOD Inventory Man a g emen t :  Rev i s e d  
Po l i c i es Ne e d e d  
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Append i x  N  
LIat of 9 7  l&ports Rev i -  b y  Aud i t Age n c y  

Army Aud it Agency Reports (I 1) 
Report number 
SO 89-9 

M W  89-7 

i% 88 - 2 1 3  

Date 
3/ l 7 1 8 9  

12/30/88 

8/22/88 

T it le 
Secon d a r y  Item Supp l y  Man a g emen t ,  U.S. 
Army M iss i l e  Comman d ,  Reds t o n e  Arsena l ,  
AL  
Requ i r ements Determ i nat i o n a n d  Execut i o n  
System, U.S. Army Armament ,  Mun i t i o ns 
a n d  Chem i c a l  Comman d ,  Roc k  Is l and, IL 
In it ia l Prov i s i o n i n g -Management of the 
In it ia l Prov i s i o n i n n Process 

NE 88-2 1 1  5 1 2 4 1 8 8  

NE 88-2 0 6  2 1 2 2 1 8 8  

In it ia l Prov i s i o n i n  -P l ann i n g a n d  
9, Ma n a g eme n t  of t e  Prov i s i o n i n g Process, 

US. Army Commun i c at i o n s-E l e ctron i c s  
Comman d ,  Fort Monmou t h ,  NJ  
Aud i t of In it ia l Prov i s i o n i n g-Acqu i s i t i o n a n d  
Reau i r ements Determ i nat i o n 

NE 87-2 0 3  

M W  87-2 0 2  

6 1 2 6 1 8 7  

6/ l 9 1 8 7  

In it ia l Prov i s i o n i n g-Acqu i s i t i o n a n d  
Requ i r ements Determ i nat i o n, U.S. Army 
Commun i c at i o n s-E l e ctron i c s  Comman d ,  Fort 
Monmou t h ,  NJ  

M W  87-2 0 1  M W  87-2 0 1  5/06/87 5/06/87 

EC 87-2 0 0  EC 87-2 0 0  5 1 0 7 1 8 7  5 1 0 7 1 8 7  

In it ia l Prov i s i o n i n g-US, Army Av i at i on 
Svst ems Comman d .  St. Lou i s. MO  , , 
In it ia l Prov i s i o n i n g-Army He l i c opter In it ia l Prov i s i o n i n g-Army He l i c opter 
Improv ement Prog r am (OH-58D), U.S. Army Improv ement Prog r am (OH-58D), U.S. Army 
Av i at i on Syst ems Comman d ,  St. Lou i s, MO  Av i at i on Syst ems Comman d ,  St. Lou i s, MO  
In it ia l Prov i s i o n i n g-US. Army Tank- In it ia l Prov i s i o n i n g-US. Army Tank- 
Automot i v e  Comman d ,  Warren, M l  Automot i v e  Comman d ,  Warren, M l  

M W  87-2 0 0  4/ l 3 1 8 7  In it ia l Prov i s i o n i n g-B l ack Hawk  He l i c opter 
(UH-60A), U.S. Army Av i at i on Syst ems 
Comman d ,  St. Lou i s, MO  

SW  87-2 0 0  1  /I 6 1 8 7  In it ia l Prov i s i o n i n g-4th Infantry D iv i s i o n 
(Mechan i z e d ) a n d  Fort Carson, Fort Carson, 
c o  
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Append i x  N  
L i et of 0 7  Report8 Rev i ewed  b y  Aud i t Age n c y  

Nava l  Aud i t Serv l ce Report8 (6) 
Report number Date 
053-w-90 6/20/90 

0 4 8 -S-90 6/29/90 
0 1 7 -w-90 2/07/90 

004-s-90 1  l /16/89 

0 4 8 -N-89 5/01/89 

0 3 3 -N-89 2 1 2 4 1 8 9  

T it le 
New an d  Rep l a c ement  Mater i a l  Hand l i n g  
Equ i pment  a n d  Intermed i a te S i z e Conta i n e r 
Requ i r ements of the F l eet Mar i n e  F orces 
Pre-Pos i t i o ned Wa r  Rese r v e  Stock 
Ma n a g eme n t  of the F l eet Mar i n e  F orces 
Ma i n t e n a n c e  F l o ats 
Requ i r ements Determ i nat i o n for Operat i n g  
Stocks a n d  Spare s  Acqu i s i t i o n Va l u e  
Enh a n c emen t  Prog r am at Mar i n e  Corp s  
Log i st i cs Base, A l bany, GA  
Se l e cted P l a n n e d  Prog r am Requ i r ements for 
Non-Av i a t i o n Mater i a l  
Se l e cted P l a n n e d  Prog r am Requ i r ements for 
Av i at i on Mater i a l  
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Append i x  IV 
L ist of 9 7  Reports l kw i ewed b y  Aud i t Age n c y  

Air Force Aud it Agency Reports (34) 
Report number __ 
9 1 2 6 1 1 9  

Date 
9f2af90 

T it le 
In it ia l Spar e s  Requ i r ements for Se l e cted 
Commun i c at i o n s-E l e ctron i c s  Eau i pment  

0 1 2 6 1 2 0  a/30/90 Fo l l owup Aud i t -Manag ement of Av i at i on 
Fue l  Peace t ime Requ i r ements a n d  
Inventor i es 

9 1 2 6 1 1 8  a/ l 7190 

0 1 2 6 1 2 2  7/23/90 

Requ i r ements for F lOO-PW an d  F l  IO-GE 
Spare  Eng i n e s  a n d  Modu l e s  
Fo l l owup Aud i t-Inact i ve A ircraft Retent i o n 
Factors Us e d  in Spar e  Ena i n e  Computat i o n s  

9 1 2 6 1 1 6  5/03/90 

9 1 2 6 1 1 5  4/30/90 

9 2 7 5 1 1 2  4/24/90 

9 1 2 6 1 2 4  3/ l 9 1 9 0  

8 0 3 6 3 2 0  2/27/90 

Accuracy of Se l e cted Data Us e d  in A ircraft 
Wart ime Spare s  Requ i r ements 
Rep l e n i s hment Spare s  Procur ement L e a d  
T imes  a n d  De l i v ery Schedu l e s  
Prepos i t i o ned Wa r  Rese r v e  Mater i e l  (WRM)  
Subs i s t ence Requ i r ements 
Fo l l owup Aud i t-Prov i s i o n i n g Requ i r ements 
Computat i o n s  
Procur ement a n d  Prov i s i o n i n g Act i o ns 
$t;tkthe Adv a n c e d  Me d i um Air-to-A ir 

9 2 2 6 1 1 6  1  O/06/89 

9 1 2 6 1 1 7  a/25/89 

9 2 7 5 1 1 2  6 1 2 2 1 8 9  

8 1 0 6 2 1 0  2 1 2 7 1 8 9  

9 2 2 5 2 1 5  2/ l 6189 

8 1 2 6 1 1 5  l /13/89 
7 1 2 6 1 1 6  i 2 123188 

8 1 2 6 1 2 2  I 2/13/aa 

7 1 3 6 5 1 1  i 2 ~12188 

7 1 2 6 1 2 2  I I /07/aa 

Rev i ew of Veh i c l e  Rep l a c ement  
Requ i r ement Computat i o n s  i n the 
Equ i pment  Item Requ i r ements Computat i o n  
Sys t em (D039) 
Fo l l owup Aud i t -Forecast i n g L i fe-L im i ted 
Item Requ i r ements for Jet Eng i n e s  
Survey of Pre-Pos i t i o ned Wa r  Rese r v e  
Mater i e l  Subs i s t ence Requ i r ements 
Accuracy of Depo t  Repa i r  Cyc l e  F l ow T imes  
Us e d  to Compu t e  Repa i r  a n d  Buy  
Requ i r ements for Excha n g e a b l e  Assets 
Fo l l owup Aud i t -Manag ement a n d  
Requ i r ements Determ i nat i o n for Sys t em 
4 6 3 L  A ir Car g o  Pa l l ets a n d  Nets 
F 1 0 8  Spar e  Eng i n e  Requ i r ements 
Se l e cted Aspects of Wa r  Read i n e s s  Spare s  
K i t/Base Leve l  Se l f-Suff i c i ency Spare s  
(WRSK/BLSS) Requ i r ements 
Fo l l owup Aud i t -Rev i ew of the Support for 
the F i sca l  Year  1 9 6 5  Spare s  Budge t  
Requ i r ements i n A F LC 
Peacet ime Convent i o n a l  Mun i t i o ns 
Requ i r ements Forecast 
Wa r  Rese r v e  Mater i e l  for Strateg i c Air l i ft 
A ircraft 

6 1 2 6 1 1 6  3/2a/as Depot-Leve l  Ma i n t e n a n c e  Factors Us e d  in 
Comput i n g  Spare s  Requ i r ements 

(cont i n ued) 
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Append i x  N  
L&t of 9 7  Reports Rev i ewed  b y  Aud i t Age n c y  

Reoort number Date T it le 

7 1 2 6 1 1 1  

2 1 0 3 t a a  , , 

I i 1 0 3 1 8 7  

Fo l l owu~ Aud i t-Prov i s i o n i n a Reau i r ements 
for the B- l B  Defens i v e  Av i o&s Syst em 
(AN/ALQ-161 )  
Inact i ve A ircraft Retent i o n Factors Us e d  in 
Spar e  Ena i n e  Computat i o n s  

6 1 2 6 1 1 7  6/04/87 

6 1 2 6 1 2 0  i 1 2 3 1 8 7  

5 1 2 6 1 2 3  

, . 

1  l /14/86 

Forecast i n g L i fe-L im i ted Item Requ i r ements 
for Jet Eng i n e s  
Fo l l owu~ Aud i t -Rev i ew of Wart ime Fa i l u re 
Rates a n d  Peacet ime Requ i r ements Us e  in 
Other Wa r  Rese r v e  Mater i e l  Computat i o n s  
Rev i ew of the Support for the F i sca l  Year  
1 9 8 5  Spare s  Budne t  Requ i r ements i n A F LC 

6 1 2 6 1 1 4  8 1 2 1  /a6 

5 0 8 5 5 1 0  6/09/86 

5 1 2 6 1 1 4A 6/03/86 

Fo l l owup Aud i t -Budget i n g, Buy i n g, a n d  
Comput i n g  Requ i r ements for In it ia l Spar e s  
Support L i sts 
Determ i n i n g  DOD Requ i r ements for Sys t em 
4631. A ir Car g o  Pa l l ets a n d  Nets 
Prov i s i o n i n a Reau i r ements Commutat i o n s  

5 1 0 6 2 1 7  4 1 1  a/a6 Fo l l owup Aud i t -Support of N ew Eng i n e  
a n d  Modu l e  Requ i r ements F r om Ex i st i ng 
Inventor i es 

5 1 2 6 1 2 9  l /16/86 Fo l l owup Aud i t -Requ i r ements 
Computat i o n s  for Spar e  Parts Affected b y  
Mod i f i c at i on Proa r ams 

5 1 2 6 1 2 8  12/11/85 Fo l l owup Aud i t-Safety, Spec i a l ,  a n d  
Add i t i v e Stock Leve l s  Us e d  in Recoverab l e  
Spare s  Reau i r ements Computat i o n s  

5 1 2 6 1 1 6  9 1  i 9 1 8 5  

4 1 2 6 1 2 5  2/17/85 

Rev i ew of Wart ime Fa i l u re Rates a n d  
Peacet ime Requ i r ements Us e d  in Other Wa r  
Rese r v e  Mater i e l  Computat i o n s  
F l uctuat i ons i n the Var i a b l e  Safety Leve l  
Requ i r ements for Recoverab l e  Items 

4 1 0 6 2 1 8  1 1  JO6 1 8 4  Support of N ew Eng i n e  Requ i r ements F r om 
Ex i st i na Ena i n e  Inventor i es 
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Append i x  N  
L ist of 9 7  Rep~rta Rev i ewed  b y  Aud i t Age n c y  

DOD Off lce of the lnapector Genera l  
Reports ( 14) Report number Date 

g o - 0 8 7  6 1 2 7 1 9 0  

g o - 0 5 0  3 1 2 3 1 9 0  

8 9 - 0 4 6  l/ l a/a9 

8 9 - 0 2 9  1  i /oa/aa 

8 8 - 1 7 1  6 1 1 6 1 8 8  

8 8 - 1 4 0  4 1 2 7 1 8 8  

88- i  1 8  4 1 0 1  /aa 

8 8 - 0 9 2  3 1 0 1  /aa 
8 8 - 0 2 0  1  O/08/87 
8 7 - 2 1 2  7 1 3  1  /a7 
8 7 - 1 8 6  7/07/87 

8 6 - 0 6  1  l /31/86 

8 5 0 5 7  1 2 1 2 4 1 8 4  

8 4 - 0 5 3  3/07/84 

T it le 
Spec i a l  Pro g r am Requ i r ements for Log i st i c 
Support 
Qu i c k-React i o n  Report o n  Requ i r ements for- 
Who l e s a l e  Inventor i es to Support the Target 
Acqu i s i t i o n Des i g nat i o n S ight/P i l ot N i ght 
V i s i o n Senso r  Sys t em 

- Va l i d at i on of Requ i r ements for Unf i l l e d 
Mater i e l  Orders 
Report o n  the Survey of Mob i l i z at i on Mater i e l  
Requ i r ements for Defe n s e  Log i st i cs Age n c y  
Ma n a g e d  Items 
Secon d a r y  Item We a p o n  Sys t em 
Man a g eme n t  
Requ i r ements Forecasts o n  Supp l y  Support 
Reque s t s  
Un i f o rm Mater i e l  Mo v emen t  a n d  Issue 
Pr ior i ty Sys t em 
Secon d a r y  Item Wa r  Reser v e s  
M i n imum Econ om i c  Order Quant i t i e s 
Mater i e l  C l ass i f i ed a s  Not Rea d y  for Issue 
Contro l s  Ove r  Accuracy of Data in DOD 
Who l e s a l e  Log i st i cs Syst ems 
Inventory Ma n a g eme n t  of C l oth i n g a n d  
Text i l e Mater i e l  
Mater i e l  Ma n a g eme n t  of Numer i c  Stocka g e  
Ob j ect i v e Items by  the Defe n s e  Log i st i cs 
Age n c y  
In it ia l Spar e  Parts Procurements for 
Se l e cted Ma j o r  Syst ems 
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Append i x V 

Commen ts From the Dep a rtmen t of De fense 

LOQISTICm 
(L/SD) 

ASSISTANT SECRETARY OF DEFENSE 
WASHINGTON. DC 20301-8 0 0 0  

Apr i l 3, 1 9 9 1  

Mr. Frank C. Conahan 
Ass istant Comptro l l er Genera l  
Nat iona l  Secur ity and Internat iona l 

Affa irs Div is ion 
U.S. Genera l  Account i ng Off ice 
Wash i ngton, DC 20548 

Dear Mr. Conahan: 

Th is is the Department of Defense (DOD) response to the Genera l  
Account i ng Off ice (GAO) Draft Report ent it led, "DEFENSE INVENTORY: 
Comprehens i ve Strategy Needed to Improve Requ i rements Determinat ion," 
Dated March 25, 1991 (GAO Code 398056, OSD Case 8645). The DOD is 
p l eased that the GAO draft report recogn i zes the Department ' s 
substant ia l in it iat ives and ach i evements in improv ing inventory 
management dur ing the last year. In May 1990, the Department 
in it iated the DOD Inventory Reduct i on Plan, spec if ica l ly for the 
purpose of prov id i ng the comprehens i ve, integrated inventory 
management strategy that the GAO ind icates is requ ired. That P lan 
targets the root causes of the inventory management def ic ienc ies 
summar i zed in the GAO report. 

By a lmost every measure, the Department in it iat ives dur ing the 
last year have succeeded in revers ing negat i ve inventory management 
trends. Tota l inventory, inact ive inventory, author i zed requ i rements 
leve ls, and spares budgets al l decreased. More s ign if icant ly, the 
Department ach i eved these successes wh i l e a lso enab l i ng the nat ion 's 
mi l itary forces to defeat the fourth largest army in the wor ld. The 
draft report does not ment i on Operat i ons Desert Sh ie l d/Desert Storm, 
or that the mi l itary commander attr ibuted outstand i ng log ist ics 
support to he lp i ng w in the war. 

The GAO &aft report conc l udes that the most important 
ingred ient to reso lv ing DOD inventory management prob l ems is the 
cont i nued commitment of top management to the Department ' s 
comprehens i ve strategy. The DOD Inventory Reduct i on P lan Progress 
Report, issued in March 1991, is ev i dence that the Department is 
mon itor ing imp lementat i on of its strategy and is ser ious about 
fo l l ow ing through on its commitment to improve DOD inventory 
management. 
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Append i x  V  
Cmnme n t a  F k om the Department of Defe n s e  

2  

T h e  Department apprec i ates the GAO wi l l i ngness to cons i der DOD 
comments on the draft report. T h e  rev is i ons mad e  to the in it ia l 
draft, based on the Department ' s ora l c omments, cons i derab l y improved 
the accuracy of the report. However, the Department is concerned 
that suff ic ient t ime was not prov i ded to deve l op a deta i l ed response. 
As the exper i ence w ith th is report shows, the interests of both the 
GAO and the Department are best served when potent ia l errors and 
om iss i ons are corrected pr ior to the re lease of a f ina l report. 

Si j j 2ere ly, 

Pr inc ipa l  Deputy Ass istant 
Secretary of Defense 
(Product i on &  Log ist ics) 
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Append i x VI 

Ma jor Con trib u tors to T h is Rep o rt 

Nat i ona l  Secur ity a nd Joan B. Hawk ins, Ass istant Director 

Internat i ona l  Affa irs 
D iv is ion, 
Wash i ngton, D.C. 

Ph i l ade l ph i a Reg iona l Joseph F. Da ly, Ass istant Reg i ona l  Manager 

Off ice Dan ie l  R. Garc ia, Issue Area Manager 
Br ian McCau l ey, Eva luator- i n-Charge 
Me l i ssa S. Har less, Eva luator 
Grace M. Bennett, Eva luator 

C inc innat i Reg iona l 
Off ice 

Richard L. Str ittmatter, Issue Area Manager 
Robert L. W i l l i ams, Site Sen ior 
Henry W. Sudbr i nk II, Eva luator 
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Thr first five cop ies of each GAO report are free. Addit iona l cop ies 
are $2 path. Orders shou ld be sent to the fo l lowing address, aceom- 
pan ied by a check or money order made out, to the Super intendent 
of I)ocuments, when necessary. Orders for 100 or more cop ies to be 
ma i l~~d to a s ing le address are d iscounted 25 percent. 

1J.S. Genera l Account ing Office 
Y.O. Box 60 15 
Gaithersburg, MD 20877 

Orders may a lso be p laced by ca l l ing (202) 2758241. 
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Order inc! Informat, ion 






