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October 3, 1991 

The Honorab l e John P. Murtha 
Cha irman, Subcommittee on Defense 
Committee on Appropr iat ions 
House of Representat ives 

Dear Mr. Cha irman: 

In fo l l ow-up to our report, Army Hous ing: Overcharges and Ineff ic ient 
Use of On-Base Lodg i ng Divert Tra in ing Funds (GAOINSIAD-90-241, 
Sept. 28, 1990), your staff asked us to determine whether the Navy’s 
trans ient lodg ing fac i l i t ies are be ing operated eff ic ient ly. 

Background On any g iven day in the cont inenta l Un ited States, about 5,800 trans ient 
Navy personne l are l odged off base wh i l e in trave l status on temporary 
duty. We  est imate that in f isca l year 1990, the Navy pa id about 
$139 mi l l i on for off-base per d iem. The Bureau of Nava l  Personne l, for- 
mer ly the Nava l  Mi l i tary Personne l  Command, is respons ib l e for imp le- 
ment i ng trans ient lodg ing po l i c i es that ca l l  for lodg ing mi l i tary and 
c iv i l i an personne l on temporary duty in on-base fac i l i t ies whenever pos- 
s ib le.’ At the base leve l, a b i l l et ing off ice operates trans ient lodg ing 
fac i l i t ies and the reservat ion system. 

The cost of construct ing and operat ing the on-base fac i l i t ies is pa id from 
regu lar appropr iat ions. However, to match commerc i a l  mote l standards, 
insta l l at ions are a l l owed to charge a fee for ma i d and custod ia l  serv ices 
and amen it i es not ava i l ab le from appropr iated funds. Th is fee, genera l l y 
about $4, is a sma l l  fract ion of the commerc i a l  off-base rates that range 
between $40 and $113 per day. The b i l l et ing off ices can a lso use rev- 6 
enue from these fees to defray the cost of minor improvements (e.g., the 
insta l l at ion of te lephones and te lev is ions). They a lso send a port ion of 
these revenues to a centra l account to ass ist b i l l et ing off ices exper- 
ienc ing f inanc ia l d iff icu lty and to pay for centra l account ing support. 
Accord i ng to Department of Defense (DOD) regu lat ions, ba l ances in these 
revenue accounts shou l d be ma inta i ned at leve ls suff ic ient to susta in 
current and future operat iona l needs. 

‘The Jo int Federa l  Trave l Regu lat i ons: Un i formed Serv ice Members, para. U440 (Change No. 15, 
Mar. 1, 1988) and 10 IJ.S.C. 1689, for c iv i l i an personne l . 
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Resu lts in Brief The Navy’s trans ient l odg i ng fac i l it ies are not operated as eff ic ient ly as 
they cou l d b e because Navy management contro ls n eed improvement. As 
a resu lt, the Navy’s trave l costs are h igher than necessary. More spec if i- 
ca l ly, the i ncreased costs of off-base l odg i ng are be i ng incurred because 
b i l l et ing off ices (1) re ly o n a weak reservat ion system, (2) d i scourage 
reserv ists from us i ng on-base fac i l it ies, and (3) have poor contro l over 
l odg i ng fac i l it ies set as i de for sen ior off ic ia ls. Revenue ba l ances suggest 
that fees are not be i ng proper ly ad j usted or that needed improvements 
are not be i ng f i nanced in a  t ime ly fash ion. 

These prob l ems can be remed i ed by imp lement i ng cost-effect ive man- 
agement act ions and appropr iate interna l contro ls. Bureau of Nava l  Per- 
sonne l  off ic ia ls agree and are p l ann i ng changes to i ncrease eff ic iency 
and more effect ive ly contro l revenues. 

Navy’s Reservat i on Although the Navy is requ ired to l odge trans ient personne l  o n  base 

System Fosters 
whenever poss ib l e, it is not do i ng so. weaknesses in the Navy’s reserva- 
t ion system a l l ow off-base per d i em to be author i zed when on-base 

Uneconom ica l  Use of l o dg i ng is ava i l ab le. 

Trans i ent L o d g i ng 
Fac i l it ies 

Accord i ng to Navy records, on an average day in f isca l year 1990, 
6,300 personne l  rece i ved off-base per d i em in the cont inenta l Un i ted 
States, and the Navy’s trans ient l odg i ng fac i l it ies were exper i enc i ng 
vacanc i es of 37 percent for en l i sted and 28 percent for off icer accommo- 
dat ions. Aggregate records were not ava i l ab l e to ind icate h ow many per- 
sonne l  rece i ved off-base per d i em or when vacanc i es occurred. 
Consequent l y, we cou l d not est imate the amount of unnecessary per 
d i em expense that m ight have been avo i ded Navy-w ide. However, 
dur ing a l-month per iod at one Navy insta l l at ion, 187 off-base author i- 
zat i ons were issued, even though on-base fac i l it ies were vacant; th is l 

occurred because of weaknesses in the reservat ion system. Based on the 
average occupancy h istory and loca l l odg i ng rates, we est imate that 
about $33,000 cou l d have been saved that month. Aud its performed by 
the Nava l  Aud it Serv ice and other aud it groups have d i scovered s imi lar 
opportun it i es to improve occupancy leve ls a nd reduce costs. 

In the Navy, personne l  can ca l l a  b i l l et ing off ice to estab l i sh a  reserva- 
t ion for on-base accommodat i ons 90 days in advance. If the reservat ion 
system shows no vacanc i es at that t ime, the b i l l et ing off ice wi l l i ssue an 
off-base per d i em author izat ion number. The trave ler prov i des th is 
number to the act iv ity prepar i ng h is trave l order to document the 
unava i l ab i l i ty of on-base lodg i ng. The Navy system, by prov id i ng a n 

Page 2 GAO/NSIAD92-27 Navy Hous ing 



B-246 1 2 6  

author i zat i on n umber at the t im e  a reservat i on i s requested, does not 
requ ire personne l  to c h e c k  for vacanc i e s  on or short l y before the ir 
arr iva l. A s  a resu lt, i nterven i ng cance l l a t i o ns and unc l a imed reserva- 
t i ons can cause unnecessary expend i tures for off-base per d i em. Th i s  
resu lt i s c ompou n d e d  b y  the fact that trans i ent personne l  are not 
requ i red to conf i rm or cance l  reservat i ons. Thus, the reservat i on s y s t em 
can i nd i cate no v a c a n c y  when  fac i l i t i es m i g ht be read i l y ava i l a b l e for 
o c cupancy or reservat i on. 

Bureau and l oca l  b i l l et i ng off ic i a l s to l d u s  they be l i e ve that the reserva- 
t ion s y s t em has been man i p u l a ted b y  trave lers. For examp l e ,  personne l  
w i l l  s h o p around for an off-base author i zat i on n umber by  te l ephon i ng a 
n umber of i nsta l l at i ons i n a geograph i c area, s u c h  a s  Norfo l k where 
there are numerous bases and b i l l et i ng off i ces, unt i l  they f ind one that i s 
fu l l y booked. Further, because the s y s t em does not va l i d ate reserva- 
t ions, trave l ers can ma k e  a number of f ict it i ous reservat i ons to i n duce a 
no-vacancy i nd i cat i on and off-base author i zat i on number. 

DOD and the Nav y  have a 76-percent occupancy goa l  for eva l uat i ng 
whether an i nsta l l at i on needs to ad j ust the number of its on-base tran- 
s i ent l odg i ng quarters. M is i nterpretat i on of th i s o c c u p ancy goa l  i s 
another factor that fosters ineff ic i ent use of these fac i l i t i es. Dur i ng a 
v i s i t to one base, we  found that the b i l l et i ng off ice, a s  a matter of po l i cy, 
wou l d  stop i s su i n g reservat i ons and beg i n  i s su i n g off-base author i zat i on 
n umbers once 75-percent occupancy was  ach i e ved. W e  brought th i s to 
the attent i on of Bureau off ic i a l s, who  sa i d  that b i l l et i ng operat i ons 
throughout the Nav y  have m is i nterpreted the 75-percent occupancy goa l  
a s  cr iter ia for author i z i ng off-base per d i em. Th i s  s i tuat i on had been 
a l l owed because the Bureau had not rea l i zed the impact of the m is i nter- 
pretat ion Remed i a l  act i ons are under cons i derat i on, accord i ng to 
Bureau off ic i a l s. 

Send i n g  Reserv i sts O ff Navy  man a g emen t  pract i ces part icu l ar l y d i s courage l odg i ng reserv i sts 

Base  h TWX? aSeS Trave l  
on base. DOD gu i d ance requ i res i nsta l l at i ons to house reserv i sts on base 
to the m a x im um extent poss i b l e, However, DOD st i pu l ates that reserv i sts 

costs are not author i zed re imbursement for amen i t i e s s u c h  a s  ma i d  serv i ce 
wh i l e  h oused on base dur i ng act i ve duty for tra in i ng. Bureau off ic i a l s 
sa i d  that because of th i s restr ict ion, when  a reserv i st i s l o dged i n tran- 
s i ent fac i l i t i es, the host i nsta l l at i on usua l l y  bears the cost of hous i n g b y  
forego i ng the customary b i l l et i ng fee. Wh e n  the reserv i st i s author i zed 
off-base per d i em, on the other hand, the send i n g c omma n d  mus t  pay 
the fu l l  cost of c ommerc i a l  l odg i ng. Bureau off ic i a l s sa i d  that b i l l et i ng 
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off ices common l y wi l l i ssue off-base author izat ion numbers even when 
on-base vacanc i es ex ist to avo i d forego i ng the ir customary fees. Th is 
pract ice not on ly i ncreases expend i tures for lodg i ng, but can a lso resu lt 
in unnecessary renta l car costs. Bureau off ic ia ls acknow l edged that sub- 
stant ia l money cou l d b e saved if the Navy i ncreased the use of vacant 
on-base l odg i ng fac i l it ies by reserv ists. 

Poor Use of Prem ium The Navy may be need l ess l y i ncreas ing trave l costs by not fu l ly us i ng 

Quarters Increases 
trans ient quarters set as i de for h i gh rank i ng off icers. The Navy, as the 
other serv ices, sets as i de some trans ient fac i l it ies for h i gh rank i ng 

Trave l Costs off icers and c iv i l i ans. Accord i ng to Bureau off ic ia ls, poor contro ls over 
the ass i gnment of these fac i l it ies have resu lted in h i gh vacancy rates 
and i ncreased costs. 

The ass i gnment of these quarters are genera l l y at the d iscret ion of the 
base commander, and Bureau off ic ia ls a n d loca l b i l l et ing managers a lso 
sa i d that th is pract ice l eaves b i l l et ing off ices v irtua l ly n o  contro l over 
these rooms. Even when vacant, they sa id, these rooms are not made 
ava i l ab l e to lower rank ing personne l . As a resu lt, such fac i l it ies are fre- 
quent l y vacant wh i l e trans ient personne l  are author i zed off-base 
lodg i ng. 

Poor Contro ls Have Poor management contro ls have a l l owed funds generated by b i l l et ing 

Permitted Ineffect ive 
off ices to exceed what is n eeded to improve trans ient l odg i ng fac i l it ies. 
Moreover, the Bureau made such funds ava i l ab l e to ma jor commands 

Use of Accumu l ated upon request and w ithout conf irmat ion of need. 

Bi l let ing Funds The Navy segregates trans ient l odg i ng fee revenues with in its nonap- 
propr iated accounts. As of September 1990, these revenues had accumu- 
lated $19.8 mi l l i on, with an add it i ona l $3.9 mi l l i on in a  centra l b i l l et ing 
account contro l l ed by the Bureau. 

, 

Navy gu i dance ca l ls for insta l l at ions to ad just charges to ma inta i n min- 
imum ba l ances and operate trans ient l odg i ng as nonprof it operat ions. 
Bi l l et ing shou l d generate funds suff ic ient to cover current and future 
programmed operat iona l  n eeds not covered by appropr i ated funds. 
Based on the f inanc ia l i nformat ion b i l l et ing off ices reported to the 
Bureau, $14.6 mi l l i on of the $19.8 mi l l i on in revenues were reported as 
above current or programmed need. 
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Bureau off ic ia ls acknow l edge that they have l itt le contro l over the rev- 
enue ba l ances at the b i l l et ing off ice leve l. They re ly o n ma jor commands 
to ensure imp lementat i on of Bureau po l i cy. Off ic ia ls at a ma jor com- 
mand sa id they do not norma l l y rev iew the propr iety of revenue leve ls. 
Add it iona l l y, these off ic ia ls quest i oned the $14.6-mi l l i on f igure because 
they were skept ica l about h ow effect ive ly the b i l l et ing off ices were 
ident ify ing and programming for needed improvements. They agreed 
that some insta l l at ions may have excess revenue ba l ances, but they 
expect that others may have un ident if i ed needs. 

These off ic ia ls a l so acknow l edged the need to strengthen contro ls over 
insta l l at ions rece iv i ng funds from the Bureau’s centra l account. Us i ng 
the centra l account, the Bureau prov i ded $1.8 mi l l i on in f isca l year 1990 
and $3.6 mi l l i on in f isca l year 1989 to ma jor commands request i ng funds 
for base pro jects. Based on d i scuss i ons with Bureau off ic ia ls a n d our 
rev iew of f inanc ia l records, we found that ma jor commands had 
requested and rece i ved money large ly because it was ava i l ab le. For 
examp l e, one ma jor command was g i ven an $80,000 interest-free l oan by 
the Bureau to f i nance improvements; the host insta l l at ion later re jected 
the l oan because it h ad suff ic ient revenue ba l ances to fund the pro ject. 
However, the ma jor command d id not return the l oan to the Bureau. 

Conc l us i ons a n d  
Recommendat i o ns 

Ver if iab le stat ist ica l i nformat ion is n eeded to determ ine the ser i ousness 
of the ineff ic ienc ies in the Navy’s trans ient l odg i ng operat i ons and h ow 
best to remedy them. At present, however, Bureau off ic ia ls acknow l edge 
that there is l itt le informat ion. Accord ing ly, we recommend that the Sec- 
retary of Navy d irect the Ch ief of Nava l  Personne l  to 

l measure the extent to wh i ch trave l costs have been affected by l odg i ng 
Navy personne l  off base when trans ient fac i l it ies were ava i l ab l e o n l 

base, 
l deve l op cost-effect ive management act ions that can be imp l emented to 

improve the eff ic iency of trans ient l odg i ng operat i ons on Navy bases, 
and 

l imp l ement management contro ls that wi l l ensure trans ient l odg i ng fee 
revenues are ad j usted to m in imum leve ls a nd used on ly when needed for 
econom ica l  improvements to the l odg i ng fac i l it ies. 

We  a lso recommend that the Secretary of Defense estab l i sh contro ls to 
mon itor the Navy’s comp l i ance with DOD trans ient l odg i ng d irect ives and 
re lated leg is lat ion. 
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Agency Comments On September 3,1991, we prov i ded the Department of Defense with a 
draft of th is report and requested comments with in 1 6 days. On Sep- 
tember 17 we met with spokespersons for the Department who infor- 
ma l l y adv i sed us that the Department concurs with our f ind ings and 
recommendat i ons and is tak ing or p l ann i ng act ions that, when imp le- 
mented, shou l d b e respons i ve to our recommendat i ons. Add it iona l l y, to 
ensure the ob ject ives of the Federa l  Managers’ F inanc ia l  Integr ity Act, 
the Navy has ident if ied ineff ic ienc ies in its trans ient reservat ion system 
and b i l l et ing fund accumu lat i ons as a mater ia l weakness in its Manage- 
ment Contro l Cert if icat ion Statement for 1991. The Department, how- 
ever, has not prov i ded off ic ia l wr itten comments, and we have 
determ ined that further de l ay in issu ing the report wou l d not s ign if i- 
cant ly improve its accuracy. 

Scope a n d  
Methodo l o gy 

In performing our eva luat i on, we interv iewed DOD and Navy off ic ia ls 
a n d rev i ewed correspondence, aud it reports, regu lat ions, and f inanc ia l 
reports at the Bureau of Nava l  Personne l  a n d se l ected nava l  insta l la- 
t ions. To obta i n a n understand i ng of system operat i ons at the f ie ld leve l, 
we v is ited the Commander in Ch ief, U.S. Atlant ic F leet; Nava l  Base; 
Nava l  Air Stat ion and Nava l  Amph i b i ous Base, Norfo lk, Virg in ia; a nd 
F leet Combat Tra in i ng Center At lant ic, Virg in ia Beach, Virg in ia. We  
re l i ed o n f inanc ia l a n d  hous i ng ut i l i zat ion informat ion reported by the 
Navy w ithout test ing its accuracy. We  performed our work as a cont inu- 
at ion of work began in Ju ly 1 989 and end i ng in May 1991 in accordance 
with genera l l y accepted government aud it i ng standards. 
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We are send i ng cop i es of th is report to the Cha i rmen, Senate and House 
Committees on Armed Serv i ces and Senate Committee on Appropr i a- 
t ions, and the Director, Off ice of Management and Budget. We  wi l l a l so 
make cop i es ava i l ab l e to others upon request. 

P lease contact me  at (202) 275-6504 if you or your staff have any ques- 
t ions concern i ng th is report. Ma j or contr ibutors to th is report are l i sted 
in append i x 1. 

S incere l y yours, 

Mart in M  Ferber 
Director, Navy Issues 
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Append i x I 

Ma jor Contr ibutors to Th is Report 

Nat iona l  Secur ity a nd Brad Hathaway, Assoc i ate Director 

Internat iona l Affa irs 
Patr ick Donahue, Ass istant Director 

Div is ion, 
Wash i ngton, D.C. 

Norfo lk Reg i ona l  
O ff ice 

Pau l  A, Latta, Reg i ona l  Management Representat i ve 
T homas A. Pante l i des, Eva luator- i n-Charge 
Rau l  S. Ca ju l i s, Eva luator 
Sandra D. Epps, Eva luator 
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(ht itht~rsburg, MD 20877 

Orclt~rs may a lso he p lact~d by ca l l ing (202) 2756241. 






