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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

LOGISTICS ARKD COMMUNICATIONS

DIVISIO ¥
3-163928

The Honorable —
The Secretary of befense -

Dear mr. Secretary:

we examinea the adequacy of the procedures ara practices
usea by Army activities to control and account for petruleun
used by ground venicles 2t installations in the continental
United States. we also compared these procedures and prac-
tices witn thosc usea by a Navy and an Air Force activily.
Th2 results of this examination and our recommendations are
includea in appencixes I and II.

There were previously undetectea and unaccounted for
petroleum shortages of 114,000 gallons and unsubstantiated
issues totaling 2.3 million gallons &at three of the four
audited Army installations. These conaitions, occurring pe-
fore ou:r examination, were not made known and corrected be-
cause:

--The prescribed system did not promptly identitfy snort-
ages.

--Practices dia not contorm to prescrised accounting pro-
cedures. <

--Controls did not adequately insure tnat issues were
made tor only authorized purposes. 3

--In some instances, dlspensing and storage facilities
did not function properly or were antiquated and in-
adequate.

In contrast to the poor management at most of tne audited
Army activities, the controls and accountapility practices tor
management ol petroleum were much petter at the Navy and Air
Force activities. Although the Aramy activities took action
to improve their procedures and practices for petroleum man-
agement, we pelieve further opportunities Ior improvement
exist. These opportunities are reflected in our recommenda-
tions which are included in appendix I (see p. 16).

we invite your attention to the fact that tnis report
contains recommendations to you which are set forth on
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page 16. As you know, sectior 23, of the Legislative
Reorganization Act ot 1970 rejuires the head of a Fedsral

agency to submit a written statement on actions he nas taken ol

on our recommendations to the hHouse ana Senate Committees 7/
on Government Cperations not later than 60 acays after tre
date of the report ana to the House and Senate Committees >

on Appropriations with the agency's first request tor ap-
provriacions made more than 60 days aftar the date of the
report.

Thank you for tne cooperation extended to our statt
guring this review. we w~woul¢ appreciate notification of the
actions take:. in response to tnis letter. we are alsc send-
ing copies of this report to the Secretaries ot the Army,
Navy, apa Air Force.

Sincerely yours,

- . ) ) - oé/l.//
N~ \‘—i" i.://’— Al

F. Jf/;hater
birector
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APPENDIX I ' APPENDIX I

STUPY OF CONTKOLS AND aCCOUNTING

FOR

GROUND VEHICLE PETROLEUM

INTRODUCTION

The General Accounting QOffice examined the adequacy of
the procedures and practices used by selected Arny activ ties
to control and account for petroleum used by grouna venicles
at installations in the continental United States (CONUS).

We also compared these procedures anc practices with those

used by a Navy and an Air Ferce activity. Most of “he field-
work was performed at major Army petroleun support untts
located at Fort Bragg, North Carolina; Fort kiley, Kansas;

Fort Hood, Texas; and Fort Eustis, Virginia. Limited fieldwork
was performed at Andrews Air Force Base, Maryland, and Oceana
Naval Air Staticn, Virginia.

we found unaccounted for petroleum shortaces of 114,0(0
gallons at three of the tour &auditea Army 1installations. Also,
issues totaling 2.3 million gallons coula not oe validatea e~
cause the records and/or documentations were not availaole
{see app. [l). These conaitions occurrea because:

--The prescribed system did not promptly identify short-
ages.

--Practices did not contorm to prescribed accounting
procedures.

~--Controls did not adeguately insure that issues were
made only for authorized purposes.

--In some instances, agicoensing and storage facilities
did not function properly or ware antiquated and in-
adequate,

In contrast to the pcor management at most of the Army
activities, management controls and accountability practices
were generally good at Fort Bragg. The audited Navy and
Air Force activities managed and follcwed procedures which
provided much better control over and accountapility for
petroieum.

In response to our review, ‘the Army activities took ac-

tion to improve their procedures and practices for petrolsum
management. However, further opportunities for improvement
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APPENDIX I APPENDIX I

exist through devcloping and using a system for management
of petroleum which is used by ground vehicles at CONUS Army
installutions. Tnis system could be patterned «fter the Air
Force control and accounting features in use at Andrews Air
Force Base and the Navy system at Uceana naval Air Station.
(See p. 16.)

ARMY'S PRESCRIBED SYSTEM
FOR PETROLEUM ACCOUNIABILITY

Army regulations require perpetual inventory records for
all petroleum products. In addition to the beginning monthly
balance, cumulative monthly receipts and issues, and ending
monthly balance, thls record.is supposed to reflect the gain
or 10ss adjustment needed to bring it into agreement with tne
monthend physical inventory. Documents supporting these en-
tries are to be retained for 2 years.

Support units operate the petroleum dispensinc stations
and receive their supplies from the installation's petroleum
supply organization. Their requests for bulk petroleum are
given a document control number, signed by the accountaple
petroleum officer, and recorded in a document control register.
At the end of each month the cumulative monthly total tor
these documents is posted to the inventory records.

The station attendant is required to maintain a daily
record of 1ssues by vehicle ana/or organization. This record
shows quantity, vehicle identification, driver's signature,
and attendant's initials. Bulk issues (exc¢2eding 55 gallons)
and container issues can be made only to indiviauals witn
requisitions signed oy a designatec approving ofticer. For
these issues the daily record shows quantity, organization,
and requisition identification. Each vehicle nas a mainte-
nance log bcok in which the driver 1s required to recora the
date zana quantity of petroleum received. This record is used
to monitor fuel usage and tc determine when tne vehicle should
go in for routine maintenance. Fuel pumps are supposea to be
equipped with metering devices and the station attendant 1s
supposed to record tne daily beginning and enaing meter read-
ings and also the pnysical inventory oy tank. This permits
identifying shortages or overages by station and day.

Each day the totals from the daily issue record are to
De postec to a monthly issue summary. The cumulative totals
on this summary are posted to the inventory record montnly.
The accountable petroleum officer or nis designated
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representative is required to conduct a physical inventory
of petroleum products at the end of each month. The inven-
tory record is then brought into agreement with the physical
inventory by record.ng the gain or loss adjustment.

An evaporation or handling loss of 1 percent of the
beginning monthly balance plus receipts is allowed for gaso-
line ana one-~half percent is allowed for diesel fuel. Monthly
losses exceeding tnese tolerances are tc pe investigated oy
the accountaple officer and a report of survey is supposed to
be prepared showing the disposition of the loss ana tre action
taken.

NEED 10 IMPROVE PRESCRIBED SYSTLw
AND EXISTING PRACIICES

There is a real need for the Army to improve its systen
and practices for the receipt, storage, and issue of petroleun
prcducts at its COnUS installations. The system currently
prescribed does not provide the controls necessary to promptly
and accurately identify and account for petroleum shortages.
In addition, most of the audited Army activities <4i1d not
comply with the prescribed procedures. 1Their practices re-
sulted in almost complete lack of control over inventories ang
in accounting records that were so erroneous as to oe of no
value as a management or accountability tool. The Army has
no information system to routinely pbring these deficiencies to
the attention of m~nagement so that it may take tha action
necessary to correct the cendition,

Not all features of the Army system were deficient at
each of the installations; however, at most of the activities
we found deficiencies and errors in practice that included all
aspects of tne system. These included failure to maintain
recoras, apparent misrepresentation of gquantities on docu-
ments, lack of signatures to validate issues, unawareness of
the requirement to take physical inventories, ana pumps witn
broken meters and a fuel tank that leakeaq.

Ft each of the activities we discussea our findings with
appropriate officials. They initiated investigations to
determine the causes of the deficiencies and to suagest im-
provements for correcting the conditions. At one location
the investigators concluded that accountability for petroleunm
was inadequate and irresponsible almost to a point of negl:i-
gence. At another location the investigator attricuted the
lackadaisical management to the repetitive passing on of
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an inefficient system. He stated that be.ause the system
showed no errors until our audit, there was never an apparent
need to doubt its accuracy. Examples of come of cur more im-
portant findings are shown below.

FCXT HOOD

At Fort Hood the lst (avalry Division (lst CD} is the
largest cconsumer of petroleum. The 15th Supply arc Transport
{(15th S&T) Battalion of the lst CD is responsible for the
receipt, storage, issue, and accountability for ail petroleum
products for that division. we found that neitner the l5tn
S&T nor the 1st CD were

--maintaining perpetual inventory records,
--posting daily totals to a montnly summary record, cor

--retaining daily documents of receipt and issue for
verification.

From Novemper 1972 through September 1973 the 15th S&T
di1d not have proper records to validate tne 1lst COL's use of
$12,00C¢ gallons ot gasoline. Only 11 montnly inventorv ad-
justment reports for this period were availaple at the time
of our review. These reports showed total receipts and
issues and reflected montnly gasoline loss adjustments rang-
ing from 90 to 414 gallons. These losses were witnin the
pesmitted variance and, therefore, did nct require investi-
gation. However, in adaition to the unsubstantiated issues
ct 812,G00 gallons, we 1dentified previously undetected
snortages ot 86,000 gallons (see app. II). :

A number of entrie< on the monthly adjustment reports
were- in error resulting in large understatements and over-
statements ot vetroleum inventories. For example:

--The March 1973 oeginning inventory exceedeg the
February 1973 ending inventory by 33,881 galions.

--The Apri1l, May, and June 1973 receipt entries wera
30,097 gallons less tnan those shown as being de-
liverea to tne 15th S&T by the pbilling records of
the 1nstajlat:ion's supply department. rad tne correct
montily receipts peen used, tne snortages for this
3-month perioa would have been 30,634 gallons rather
tnan the reportea 537 gallons., A loss of this mag-

- niltuce woula have triggered an investigation.
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--fhe Septemb~r 1973 report showed cumulative 1issues
of 94,045 gallons and a pnysical inventory loss adjust-
ment of 276 gallons. No evidence coulé be found to
show that ‘a physicel inventory had been taxen as of
the end of September. HMoreover, valid documentation
was available for only 5-days' issues, or 8,735 gal-
lons. & difference of 5,310 gallons could not be
supported. Additionally, a physical inventory had
not been taken and an inventory adjustment report had
not been made at the end of October 1973.

At tre end of Novenber 1973 we participated with an in-
dependent team in taking a physical inventery ot gasoline and
diesel fuel. Also, we assisted tie accountatle petroleum
officer in reconstructing an adjustment report for October and
Novemoer 1973. This revealed gasoline and diesel fuel short-
ages ot 10,053 and 12,10% gallons, respectively, whereas
allowable losses were only 1,604 and 1,002 gallons. An in-
vestigation board examined this shortage. Also, since 85,310
gallons of gasoline were unaccounted for in september 1473 the
board agreed to include this discrepancy in 1ts examination.

The investigators touna documentation supporting unre-
corded issues for October and November 1%73 and concluded tnat
there nad peen a gain of 536 gallons ratner tnan a shortage
of 22,161 gallons. Because the finding was a small gain, no
action was taken., However, we found there was an error in the
calculation. Previously unrecorded pulk issues of 55,106 gal-
lons snould have resuited in an overase of 3%,945 gallins, not
536 gailons as determined by the investigatcrs.

For September 1973 the investigation was able *o account
for issues ot 60,700 gallons, whicn left a shortace of
33,345 gallons. This requirea a time-consuming, Jetailed
analysis of document receipt registers and eauiprent mainte-
nance }ogbooks maintained by elements of the lst CD. The
Investigators concluaed that petroleum accountability was
inadequate and irresponsible almost to tne point of negli-
gence. However, they concluded that there was no evidence
of wrongful appropriation and that mismanagexent of recoras
was not suificient ground to estaolish pecuniary liability.

As a result of our review anu the Army's followup in-
vestigation, formal accountabiliry for petroleum nas peen es-
tab}ished with emphasis on correct caily recording of trans-
actions and inventories. Tne station operators are now tax-
ing and recording daily peginning and ending metered tank
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readings and physical inventory measurements. The record of
daily issues are verified by comparing them with the issuesg
shown oy the meter readings and by the physical inventory
measurements,

FORT EUSTIS

The largest dispenser of petroleum at Fort Eustis is the
transportation motor pool (IMP). TMP is responsitle for the
receipt, storage, issue, and accountapility for all petroleum
used by activities tnet are not authorized to have their own
dispensing station. T¥P's monthly gasoline inventory adjust-
ment repcrte showed 351,000 gallons of gasoiine had been
issued from September 1972 thrnugh August 1973, and monthly
loss ac_astments for 355 gallo s had been made w0 bring the
recorded balances into agreement witn the physical inventory.
Since each of tne monthly loss adjustments were witnin the
allowaple l-percent limitation, no investigations were re-
guired. However, the daily issue totals posted to the monthly
issue summary were fregquently in error or completely unsup-
po: table.

Tne gasoline shortage fron September 1972 tnrough August
1973 should have been 13,000 gallons (see app. 11} 1-.tead of
355 gallons., Also, the actual monthly shortage in b of the
12 montns greatly exceeded the 1 percent permitted loss vari-
ance and, therefore, snould have required a detailed investi-
gation. For example, a o.7 gallon loss adjustment was made
i1 December 1972 when tne allowable loss was 457 galions.
Had the correct daily issue totals been poste:, th monthly
loss adjustment would have been 2,006.7 gallons. . . Decem-
per 12, ine aaily issue record showed 981.8 gallon., whereas
the total posted to the monthly record was 1,981.b gallons.
Also, on December 20, the daily issue record showed 306.6
gallons, whereas 1,806.6 gallons naa oeen posted tc he
monthly record.

In addition, the individual issue entries on the daily
records frequently were not supportable. We traced 27 daily
issues made to vehicles during the period August 25 to Au-
gust 27, 1973. The vehicles' maintenance loghooks showea no
gasoline receipts in 11 instances. 1In six oth2r cases the
logbooks showed receipts of quantities that did not agree
with the station daily records.

These shortages were not disclosed promptly because ade-
quate coatrols had not peen establisned and maintainea. The
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responsibility of pnysical receipt and issue had not been
szparated from the recordkecping which is fundamerntal to

any inventory contr¢! system. The station opera%or maintainea
both the daily anc monthly issue records. He toor unschedulecd
physical 1inventories and then adjusted tne daily itotals

postea to the wmonthly record to insure that only -imimel oif-
ferences were reflected between the recordeda endiny nonthly
balance ano the monthena physical inventory. This juggling

of daily issue totals was necessitated 1n part py tnhc attend-
ant's pracrice ot frequently allowing vehicle drivers to gump
their own gas without verifying the gquantities issuved.

hercher the accountap.e petroleum otficer nor the indepenc-
ent inventory officer made any attemp: to veriiy tne accuracy
of thz dally or montnly receipt and issue totals gosted te tne
accountable recoras. Daily issue totals coula not rz crapares
with cumulative dally 135ues reftlected by pump meter read:ings
because the pumps were antiguated and the metering aevices
didn't work. Furtner, neither the station attenaant nor the
accountable officer tnok daily inventories pecause they were
not aware they were required to o so.

Fort Eus*is otficials appointed an independent investi-
gating ~tticer to irgulre into the shertage ot 13,%00 gallcns
of gasotine. Ilte corroborateg our findings, but wes unable to
account tor the snortage. He attriputed the lacredalsical
management to the repetitive passing on ot an inetticient syss-
tem. he stated furtner that because the system stowea no
errgre untll GAN's audit tl-ere was never an apparent need 1o
doubt 1ts accuracy.

As a result of our review, corrective ctions have been
taker tc improve tne controls over and accountability for
petrolzum. 1In addition, new gasoline pumps with retering ce-
vices nave .een installed.

FURY RILEY

1ne 1st Intantry Division {lst 1D) is the largest con-
sumer of petroleum at this 1installation. ‘lhe lst >upply ans
on
t

v

fransport Battalion flst S&71) ot the lst 1L is resvonsible
for opesrating 15 (5 dispensing stations; lU storags tacili-
ties}) of the 18 dis.2nsing and storage facilities =t tort
Kiley and tor accountapllity ot the petroleum usec vy the
ist IL. This mission, however, was tempordarily assiqgned to
the lst drigade ot the 1lst ID for 3-1/2z of the 1z rontns
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covered by our review because most of tne ist ID, including
the 1lst S&T, were sent to Europe for tralning.

According to availaple records, the 1lst 1L used about
2.4 million gallens ot gasoli,e ana diesel ituel trom March
1973 through rebruary 1974. we were unaole to valida-e the
issuance of 1.5 million gallens from March 1 to August 1s,
pecause requirea supporting decumentation had peen eicher
lost or destroyed. However, by using the installation supply
department billing records for pulk deliveries ana the resusts
of physical inventories, taken shortly after tne ena or this
period, we determined that the 1.5 million gallons usea tor
this perioa seemea reasonable. we ware told the loss ot rec-
ords was apparently due to frequent changing oi accountapble
officers and tnat the accountanl~ officer tor tnis perica was
not available because he naa been separatea from the service.
In adaition to the undocumentea issues of 1.5 million gzlilens,
we 1dentified previously undetected snortages of about 15,0C0
gallons (see app. II).

The 1lst Brigace assumea petroleum support responsioili-
ties at Fort Rilev from august 17 througnh Novemder 3d, 1473.
Inventory adlustment reports prepired auring this perioa snowea
that petroleum losses dia not exceed tne allowaole limitations.
These redorts were not reliaole, hcwever, because of errors 1n
the monthly cumalative issues and the monthend phbysical inven-
tories,

Fifty-seven percent of tne dally issue totais postea to
tne montnly reccrds dia not agree with the totals of tne adaily
issue records. A shortage ot 4,520 gallons for ¢ of tne
4 months woula have beéen retlectea it tne correct daily 1ssue
totals haa been postea. This would have reguirea a detailed
investigation. 1n addition, tne daily records 410 not account
for all issues. For example-

--Tne maintenance logbo¢. . r o venhicles snowea 49
gasoline receipts totsli. 357 gallons over a 3-week
perioa. However, the - .v recoras of the arpropriate
stations snowed that 2z percent ot tnese gasoline issues,
150 gailons, were not recoraed.

--Tne daily meterea pump readings for an 8-aav period and
the recorzea daily 1issues variea oy as apuch as 12 per-
cent. Ine meterea readings of 1 station showed 357
gallors had been issuea over the weexkend whereas the
aally records reflecteac no 1ssues.
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~--Individual entries on the daily records were altered
or deleted, frequently witnout explanation or initials
of the responsible persons. Also, there were no vclid
requisitions to support bulk issues in a number of in-
stances.

In several cases, monthend inventory measurements were
very inaccurate. One week after the lst Brigade completed
its October 1973 monthend physical inventory and adjusted the
accountable recerds, GAQ and lst Brigade personnel took a
phyvsical inventory of pe.roleum at the four dispensing sta-
tions which had receipt and issue activities during that week,
By using docuxentation which represented indiviaual transac-
tions for this period, we reconstructed tnhe receipt and issue
totals by indiviaual stations. Normally these transactiocons
were totaled monthly for all stations and overages or short-
ages could not be identified to indiviaual stations. This
showed gasoline shortages of 7,410 gallons at 2 ot the sta-
tions and represented 20 percent of the recorded inventory
for these statiocns. Eleven facilities were inactive during
October 1973; however, comparison of the monthend physical
inventories for September and October 1973 showed differences
at inaiviaual facilities ranging from a 2,754 gallon shortage
to 1,140 gallon overage with a net shortage of 2,136 gallons.

The 1lst S&1 recsumed its management responsibilities in
December 1973. we verified tne monthena physical 1lnventories
taken by the lst S&T for December 1973 through February 1974.
This disclosed gasoline shortages of 5,690 ga’lons in Decem-
ber and 3,718 in February. The station or stations respon-
sible could not pbe pinpointed readily because the inventory
balance and igentification of the monthly shurtage was on a
combined station basis. The Army and local procedures which
called for daily comparison and reconciliation of the meter
readings and physical inventories with the recorded transac-~
tions and inventory balances were not being followed.

An Army review of all paperwork and anotner physical in-
ventory of all gasoline tanks failed to identify the cause of
the December shortage of 5,690 callons. Tne installation fa-
cility engineers were asked to inspect the tanks for leaks pe-~
cause they had been ir use from 18 to 32 years while their ex-
pectant use was 15 years. A l-weex surveillance revealed 2
leak in rne of the tanks. The investigating officer aitributed
tne entire 5,690-gallion shortage to tanis leak. Some d2ortion
of the shortage, no doubt, could be attributed to the Jleak,
but a portion coula pe attributea just as easily to

11
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unauchorized diversion since there were ineffective locxs on
tanks at several stations.

we believe this gascline shortage could have been pre-
vented or minimized, it the directed procedures had been
carried out on an individual station basis.

As a result of our review, corrective actions have peen
taken to improve controls over and accountability for petrolum.
Installation facility engineers are to inspect all stcrage
tanks and repair or replace defective tanks.

we also suggested that management responsipilities pe
assigned to nondivisionzl units permanently attached to Fort
Rilz2y rather than to divisional units which are subject to
deployment. Officials agreed that because of freguent changes
in accountabllity anad temporary assignments of inexperienced
personnel, the current arrangement was unsatisfactory. How-
ever, they statea tha*t our suggestion would require further
study before a satisfactory solution could be achieved.

FCRT BRAGG

we believe that Fort Bragg is effectively managing 1its
petroleum stocks. The largest distributors of petroleuxs at
Fort Bragg a-e the installation TMP and the 82d Airporne Divi-
sion. Our tests of the control over and accountability for
receipts, issues, and inventories by tnese activities from
January to December 1373 revealed no major discrepancies.
These activities issued 1.1 million gallons during tnis pe-
riod.

The Army Audit Agency in & 1972 report revealed pronlems
in petroleum management at Fort Bracg similar to those we
found at the other Army activities. 1In response to this re-
port both tne installation and 824 Airborne Division imgproved
their management procedures and practices for the control and
accountapility for petroleum.

Our review did show that at IMP there was not an adequate
separation of the responsibilities for physical receipt, 1ssue,
petroleum storage, recoraing of transactions, anc taking physi-
cal inventories. The station attendant maintainea ooth tne
dailly record of transactions and tne monthly summary record,
in addition tc betng responsinle for recording pump meter
r2adings and taking ponthend physical irventories. After we
brougnt this situeation to the attention of Fort 8raga officials
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and pointed out the problems at Fort Eustis as & result of
failing to separate these duties, they agreed to make the
necessary procedure changes.

ARMY COULD IMPROVE PETROLEUM MANAGEMENT
BY ADOPTING AIK FORCE AND NAVY METHODS

Our review of the Air Force and Navy procecures for the
management of ground fuel and our limited evaluation of prac-
tices at two installations indicate that the systems at these
installations provide more effective control over and account-
ability for petroleum than does the Army's system.

The Air Force and Navy systems provide daily account-
ability by individual petroleum dispensing and storage facili-
ties. Thic permits tne timely identification and resolution
of petroleum shortages exceeding allowable tolerances. TDe-
tails of our observations follow.

ANDREWS AIR FORCE BASE

The Base Fuels Management Office (BEMO) at Andrews Air
Force Base through its service stations and mobile refueling
units, is responsiple for the receipt, storage, safeguarding,
and issue of pertroleum; the Supply Management Office (580)
ic responsible for its accountability. The BIM0O distribputes
annually about 850,000 gallons of ground fuel.

Qur tests of the practices for June 1974 showed that
prescribed procedures were being followed. These procedures
required an accurate daily accounting of receipts, issues,
and beginning and ending inventory balances, as well as in-
surance that issues are made only for authorized purposes.
Wwe reviewed the April and May 1974 monthend pnysical inven-
tories taken by BFMC. The shortage for tiese months was
well within the fluctuation of 1 percent of the zonth's
beginning balance plus issues allowed for evaporation or
handling.

The Air Force's system for manzging petroleum is set
forth primarily in Air Force hanual o7-1. Briefly the system
provides for separating the responsioility for pnvsical con-
trol from accountability. A physical inventory is taken both
before ana after receiving fuel to verify receipt of the
quantity shown on the supplier's invoice. Pump meter readings
ana tank physical inventory readings are recorded daily and
adjustments are made to bring the BFMOs' records into
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agreement with the Dhysical inventory. The SMO accountable
records and the BFMO recoras are reconciled weekly. The
accountable records are adjusted to agree with the physical
inventory at the end of each month.

To control gasoline issues, credit cards identifying
the vehicle and owning unit, must be presented to the station
attendant who is required to make sure the vehicle number on
the card is the same as the number <n the vehicle pefore he
issues any petroleum. A two-part issue document which is
stamped with the credit card idencificition shows the king
and quantity of petroleum issued as well as tne vehicle
driver's signature and station actendant's initials. This
document supports the daily recorded issues and serves as
input for SMO monthly billings and for the petroleum usage
portion of the transportation office's maintenance reporting
system. The system permits daily detection of major short-
ages by the responsiple station or storage facility, Lastly,
any monthly loss adjustment exceeding 1 percent of the begin-
ning monthly balance plus monthly issues by individual station
or facility is subjected to a detailed investigation and re-
port of survey.

The Air Force Audit Agency performed an audit during
April and May 1974 of the security and controls over ground
fuel at 24 selected bases. Andrews Air Force Bbase was not in-
cludea in this audit. 1Tne Audit Agency released its report
in September 1¥74. The most significant finding, in our
opinion, was tnat 409 vehicles at 15 pases showed adnormal
fuel consumption during April 1974, and records indicated
that S0 percent of tne vehicles obtained as little as 3 to
5 miles per gallon at 3 bases. The other findings were pri-
marily noncompliance with procedures and not system weaknesses.
The responsible headquarters ayreea with the audit findings
and had taken or plannea to take appropriate actions on the
recommendations.

OCEANA NAVAL AIR S5TATION

The furel division of the supply department at Cceana
Naval Air Station 1S responsible for receiving, storing, issu-
ing, taking inventoties, and accounting for ali petroleum.
Through its service stations and mobile retueling units this
division issued approximately 391,000 gallons of ground fuel
during the year ending April 30, 1974. An inventory team
independent of the fuel division took quarterly physical in-
ventories during this period and disclosed nc maj)or losses.
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The Navy system for tne control and accountability of petro-
leum is prescribed primarily in Navy Supply Systems Manual,
vol. 2.

We tested the fuel division's practices for managing
petroleum during karch anda April 1974 ana found that pre-
scribed procedures were being followed and that they provided
accurate accounting for and adequate safeguaras over petroleum.

The procedures ana practices in use were very similar to
those followed at Andrews Air Force Base. For example, sta-
tion operators forwarded documentation for aailv receipts and
issues, as well as daily beginning and ending metered tank
readings and physical inventory measurements to the fuel givi-
sion which used this data as basic input to its accounting
records. This system also permitted daily detection of majer
shortages by individual stations or facilities. A credit card
system, similar to tne one used at Andrews AFB, was usea to
account for issues and was the basis for billings to using
organizations. The primary differences between Air Force ana
Navy procedures are (1) the separation of responsibility for
physical control and for accountability are not as clear-cut
in the Navy and (2) a team independent of tne fuel division
makes a quarterly physical inventory 3n the Navy, whereas the
BFMC personnel take monthly physical inventories in tne Air
Force. Also, Navy shortages of pecroleum which exceed three-
tentnhs of 1 percent of quarterly throughput {quarterly cumula-
tive receipts and issues) must be investigated and a report
of survey processed.

CONCLUSIONS

To help alleviate the national energy snhortage, the mili-
tary services have implemented programs restricting petroleum
usage to essential needs. To be fully effective, these pro-
grams require the services to exercise stringent controls over
and reliable accountapility for petroleum.

Management practices at a majority of che audited

A:my activities fell far short of the objectives of a vianle
fuel conservation program. Substantial fuel shortages oc-
curred ana went undetected for prolonged periods opecause {1)
prescribea controls and accounting procedures were not unaer-
stooa fully, not implemented correctly, or not useo at all,
(2) the system did not provide management the means for timelvy
identification and resolution of shortages, and (3} storage
and dispensing facilities were often antiquated and in need

15

BEST DOCUMENT AVAILABLE



s e i

FRre——

APPENDIX I APPENDIX I

of repair to prevent losses through leaxs or unauthorized
access. Inadegquacies in tne Army installativas' petroleum
accountability ana control systems were so serious and the
reasons so unclear in some cases even after Army investiga-
tions, that they at least merit consideration of possible
impropriety.

In contrast to the 1inadequate system and practices
followed at a majority ot the 2Army activities, tne Air Force
and Navy systems providad strony controls over znd reliable
accounting for petroleum inventories ana of receipts and
issues by indiviaual dispensing and storage units on a datly
basis. They als> permitted immediate detection ana resolu-
tion of shortages.

In response to our review, each of the Army activities
took actions whicn should bring about locally needed improve-
ments in its management of petroleum. However, we pelieve
that major improvements in Army-wide management of petroleum
are needed if further undetected shortages are to be prevented
and the objectives of a viable fuel conservation program are
to be attained.

RECOMMENDATIONS

e recommend that the Secratary of Defense:

~--Study tne feasipili<y of estabiishing and implementine
a uniform EOD system for petroleum management. Such
a system, we believe, should be patterned after the
Air Force ana Navy systems and adopt tne petter con-
trols and procedures of these two systems.

-~Direct the Secretary of the Army to takz immediate ac-
tion to enforce the Army's existing procedures for con-
trol over and accountability for petroleum pending the
results of the Secretary of Detense's study.

--Direct the Secretary 2f the Army to have the Army Audit
Agency pertform an Army-wide audit of the management of
petroleum used ty grourd vehicles to 1nsure that the
actions airected by the Secretary of tnhe Army are im-
plemented promptly and properly.

In addition, 1f this audit disclcses inadequacies similar
to those contained in thls report and inailcate that possible
improprieties 1n tne handlinl of petrcleum may have occurred,

I
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we recommend that the Secretary of the Army direct the Army's
Criminal Investigation Commana to inquire into the findings
of our report as well as those of the Army Audit Agency to
determine whether any criminal actions were involveaq.
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