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Commandant of the Marine Corps .
Auditor General of the Navy, P. O _afI%*Ghurch,N
Vlrglnla 22041 - T — |

Subj: Audit S40172%- Audit of the Cost, Quality and Responsiveness
of Public Works Services Provided to Navy and Marine Corps —
Activities

Ref: (a) AUDGENAV ltr OPS 7547/S40172 of 17Jan83

1. The reference transmitted the draft of the subject audit

for review, and requested Marine Corps comments on Recommendations
42-50.

2. The following comments are provided:

a. Recommendation 42. "CMC consider utilizing the work
priority system outlined in NAVFAC MO-321 at all BMDs."

(1) The Marine Corps concurs in the recommendation.

(2) Work prioritizing is an important aspect within base
maintenance and NAVFAC MO-321 is a useful guide to accomplish
same. HQMC will provide guidance and instructions concerning Real
Property Maintenance Activities work prioritization in a revision
to MCO P11000.7B by 31 December 1983.

b. Recommendation 43. "CMC require BMDs to prepare and -
review variance reports for completed specific job orders in
accordance with MCO P11000.7B.

Recommendation 44. "CMC require that BMDs discontinue
the use of job order amendments to rectify poor estimates or shop
overruns."

(1) The Marine Corps concurs in the recommendations.

(2) These requirements are currently contained within
MCO P11000.7B, paragraphs 5030 and 4045, respectively. Additionally,
these problems will be areas of emphasis during future IG inspections,
Maintenance Management Surveys, and Engineered Performance
Standards Utilization Visits at all Marine Corps activities. The
reviews will commence on 28 February 1983.

c. Recommendation 45. "CMC establish procedures to ensure
that BMDs review and investigate variances applicable to E/S 1
work."
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Subj: Audit of the Cost, Quality and Responsiveness of Public
Work Services Provided to Navy and Marine Corps Activities

(1) The Marine Corps concurs in the recommendation.

(2) Variances need to be investigated on emergency/service
work on a simple basis. By reviewing these variances, the activity
can identify trends and problem areas. This will be incorporated
into the upcoming revision of MCO P11000.7B, which is scheduled to
be completed by 31 December 1983.

d. Recommendation 46. "CMC review roofing maintenance and
repair, and repailr of electrical motors at Camp Pendleton and
Camp Lejeune, respectively, and determine if provided services are
performed in the most effective and efficient manner."

(1) The Marine Corps concurs in the recommendation.

(2) Cost comparisons of in-house versus contract costs need
to be reviewed locally and will be performed on all aspects of
base maintenance by 30 September 1983.

e. Recomméndation 47. "CMC take corrective action to improve
BMD responsiveness to specific jobs of maintenance and repair
work to Marine Corps facilities."

(1) The Marine Corps concurs in the recommendation.

(2) The turnaround time (TAT) on specific jobs takes into
consideration material procurement, which is largely out of the
control of base maintenance. This problem will be reviewed at this
Headguarters by 30 September 1983. :

f. Recommendation 48. "CMC ensure that BMDs establish a method
of recording, measuring and evaluating TAT for specific jobs to
aid in recognizing work process inefficiencies."

(1) The Marine Corps concurs in the recommendation.

(2) Logbooks need to be used to record and measure the
initiation and completion of the specific jobs by the activities.
Requirements for measuring and evaluating TAT at all activities
will be provided in the upcoming revision of MCO P11000.7B by 31
December 1983.

g. Recommendation 49. "CMC ensure that BMDs identify,
investigate, and record maintenance rework hours."
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(1) The Marine Corps concurs in the recommendation.

(2) Starting 28 February 1983, HQMC will place more

emphasis on identifying and reporting rework during IG inspections,

Maintenance Management Surveys, and Engineered Performance Standards
Utilization Visits at all Marine Corps activities.

h. Recommendation 50.

customer feedback and on alternatives for improving customer

percepticns."

(1) The Marine Corps concurs in the recommendation.

"CMC provide guidance to BMDs relative to

(2) Guidance is provided in MCO P11000.7B, paragraph 4001.34,
requiring monthly reports be provided to the customer. However,
complaints must be handled at the activity level. Therefore,
starting 28 February 1983, HQMC will emphasize customer satisfaction
during all IG inspections and Maintenance Management Surveys.

Guidance and alternatives will be provided to the activities during

these visits.

Copy to:

DIRNAVAUDSVCSE

CG, MCB Camp Pendleton
‘4>CG, MCB Camp Lejeune

s
@.N\"ﬂ/&;&&o._i)(
G. N. ROBILLARD, JR.

By direction

|

\\(\,



At




Nt RN . St s A S g 5. . S AR B B L AT €3 e S e e A Pl K S e g e, A S RN Wi i B i

OPNAV 3216/144 (REV. 6.70)
S/N 0107-LF-778-8097

-~ Memorandum o um2s danary 1983

| FrROM: Assistant Base Maintenance Officer

" Distribution List

ﬁpg: Navy Audit Report - S40172

1. Please review the attached documents, provide recommended action and
estimated completion/implementation date. Be prepared to discuss by
4 February 1983.

;
B. W. ELSTON

Distribution List:
Dir, Admin Br
~Wir, Oprs Br
Dir, M&R Br

U. 3. Goversment Pristiag Offices 1977--735-000/2167 Regiom No. 3-1I

T BT A (e R P 4 R 4%t e e B T i
a .

- ~






A c o) QEQ (P RN

5 O

S o) REDURED Audit Report S40172 - Audit of the Cost Quality, and
} N/A- ro At 7 Responsiveness of Public Works Services Provided to Navy

| N/A OVc"WQ‘QNQccﬁqupwq
\‘\ ' oy : ITEM

| S IR PAR -

I i
i
i.

e

and Marine Corps Activities

ACTION._REQUIRED COMPLETION DATE

BRANCH

(1) Recommendation 42. CMC consider utilizing the work
priority system outline in NAVFAC M0-321 at all BMDs.

CMC Comment:

ta accomplish this. However, each activity needs to have
the flexibility to interpret it according to its needs
and limitations. Activities are considered to be in
compliance with the system if there are sufficient
justifications for high priority jobs. In this regard,
current guidelines in MCO P11000.7B are considered
adequate with no further revision anticipated.

~ /A 2. Recommendation 43. CMC require BMDs to'prépare and
O . review variance reports for completed specific job orders
in accordance with MCO P11000.7B.

N/A QXK. Recommendat1on 44. CMC require that BMDs discontinue
the use of job order amendments to rectify poor estimates
or shop overruns.

CMC Comments: (1) The Marine Corps concurs in the
‘recommendations. (2) These requirements are contained
in MCO P11000.78.

~ /- 3. Recommendation 45. CMC establish procedures to
ensure that BMDs review and investigate variances
applicable to E/S work.

CHMC Comments: (1) The Marine Corps concurs in the
recommendation. (2) Variances need to be investigated on
E/S work on a sample basis.. By reviewing these variances,

the activity can identify trends and prob]em areas.

This will be incorporated into an-upcoming rewvision to---
MCO P11000.7B, which is estimated to be comp]eted by the.
end of FY83.

Work prioritizing is an 1mportant aspect
within base maintenance and NAVFAC M0-321 is a useful guide
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: ~ Audit Report S40172 - Audit of the_Cost Quality, and

:\ ; Responsiveness of Public Works Services Provided to Navy
: : and Marine Corps Activities:

. \ : ITEM

ACTION. REQUIRED

\
\

N /A % Recommendation 46. CMC reviewm_
. repair of electrical motors atepEREiES

B Camp Lejeune , and determine if provided
services are performed in the most effective and efficient
manner. '

CMC Comments: (1) The Marine Corps concurs in the
recommendation. (2) Cost comparison of in-house versus
contract costs will be conducted at Camp Pendleton by the
end of FY83 on all aspects of base maintenance. Cost
comparison are not currently scheduled for Camp Lejeune.
However, efficiency reviews will be conducted locally
at Camp Lejeune by the end of FY83 in an attempt to
improve workforce efficiency.

pg,“&k's. Recommendation 47. CMC take corrective action to
improve BMD responsiveness to specific jobs of maintenance
and repair work.

CMC Comments: (1) The Marine Corps concurs in fhe
recommendation. (2) It should be noted that turnaround

time (TAT) on specific jobs is dependent upon material
procurement, which is largely out of the control of
base maintenance.* (3) This problem area will be the
topic of a study at this Headquarters.
completion date is the end of FY83.

Estimated

BRANCH  COMPLETION DATE
M&R
Oprs
T a1l oN PeoceAmmat WNoRK SWoul Ner
: oe ol CeooeERA, TAT o) CusSTomeR
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REeQPUISTS s Tome T2 RE 'ANCiRPaOCATIY 0
PeoceAM\. MAT'LC D¢, 1S GRATEST Sepic e
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~N/A 6. Recommendation'48. CMC ensure that BMDs establish a method
%

3

]
Audit Report $40172 - Audit of the Cost Quality, and ——

Responsiveness of Public Works Services Provided to Navy
and Marine Corps Activities

BRANCH  COMPLETION DATE

ITEM ' S5 __ACTION. REQUIRED

Oprs

>

£

of recording, measuring and evaluating TAT for specific jobs CHEcle S STING LOCS = Avameic Fis il
to identify work process inefficiencies. : ;s

’-a 3 - § ;
CMC Comments: The Marine Corps concurs in the recommenda= -

tion, (2) Logbooks need to be used to record and measure the

initiation and completion of. the specific jobs by the

activities. Requirements for measuring and evaluating TAT

at the activities™will be provided in the upcoming revision f

to MCO P11000.7B, which is expected to be completed by the

end of FY83,

7. Recommendation 49. CMC ensure that BMDs identify,

M&R

investigate, and record maintenance rework hours. ‘ o L SeT e Rewoerk J0

CMC Comments: (1) The Marine Corps concurs in the

LR e S

recommendation, (2) No further revision to MCO P11000.78

is required, but more emphasis will be placed on the

identification and reporting of rework during IG inspec-

tions, Engineering Performance Standards Utilitization

visits, and maintenance management surveys.

Recommendation 50. CMC provide guidance to BMDs relative (o Cabrias b MRS ngmf.ﬁf o Cvs;f:»u“m.uf

BMO

to customer feedback and on alternatives for improving : 2. M TR SIC COgOD A TOR = CDIRTY TS €

customer perceptions.

CMC Comments: The Marine Corpé concurs in the

recommendation. (2) Guidance is provided in MCO P11000.78B,

para 4081.3d, which requires that monthly reports be provided

to customers. A CMC overview Of customer satisfaction is

performed during IG inspections .and maintenance management

surveys, and alternatives are proposed where appropriate.
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_Audit Report 540172 - Audit of the Cost Quality, and
Responsiveness of Public Works Services Provided to Navy
and Marine Corps Activities

ITEM . : ; ACTION REQUIRED .t . BRANCH  COMPLETION DATE

~/p 12, Recommendation 63. CMC require that maintenance personnel . o : M&R/Admin
accurately report labor hours expended. ‘ : ; ; -

. CMC Comments: (1) The Marine Corps concurs in the
‘recommendation. (2) This requirement is contained in
MCO P11000.78.

py/p{k-13. Recommendation 64. CMC revise the Job Order Number/Work ! ' S _Admin
' Center Labor Distribution Report to sequence badge number i : ]
within work center and work center within each individual :
job order number, ; : : &

CMC Comments: (1) The Marine Corps concurs in the : !
recommendation. (2) This Headquarters will study whether badge :
numbers can be accommodated within the current computer system . i
and;Xif so, a system modification will be affected at the i
activities by the end of FY83. -

Q4.  Recommendation 65. - CMC ensure that BMDs utilize EPS

T _ ' : _ Oprs
for standing job orders. Reyiaw ‘YA o04'S Por e/, £10s oseD o
STAUDARDS ARE A CAsirdfe oo :
CMC Comments: (1) The Marine Corps concurs in the :
recommendation. (2) This requirement is contained in.
~ MCO P11000.7B, and is being monitored through EPS : - _

utilization visits. ' S ns ' - -
{ &EQ Recommendation 66. CMC require BMDs to establish v Oprs
‘. a plan of action to improve the adequacy of material. - & Repuil R vt Ga pagriteresl  raado csol '

estimates and to ensure that appropriate actions are 2 VARIANCE I suSTI OATEON S 4 il

taken to reduce excesses.

CMC Comments: (1) The Marine Corps concurs in the
recommendation. (2) Proper use of the Facilities Maintenance ;
Report No. 3 provides the management tool for reviewing : [
excesses and adequacy of materials. This will be monitored '
during IG inspections, Eﬁg?ﬂeering‘Performanee~$tandards
Utilization visits, and maintenance management surveys.

TR IS rphpm o = e R o e o e sur s it e et 1 -~
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Audit Report S40172 - Audit of the Cost Quality, and
\ ; Responsiveness of Public Works Services Provided to Navy
: and Marine Corps Activities :

1\ s ITEM % s ACTION_REQUIRED 3 ~ BRANCH  COMPLETION DATE

ézsf Recommendation 60 CMC ensure that BMDs rea112e'the full Oprs
benefits of the continuous maintenance program through increased . &2
“use of specific Job orders that originate from the program.

CMC Comments(])The activities realize the 1mportance of the
use of specific jobs. The subject report used manhours data,
which did not include dollars spent on contract work for
specific jobs. If contract work was included in the data,
the percentage of dollars spent on specific work would be
much higher.Adequate guidelines are provided in MCO P11000.7B
and, depending on the amount of contract work, the percentage
of designated specific work will be different from activity

~ to activity.

oot : :

N /A-10. Recommendation 61. CMC review the Maintenance Management -
Report No. 6 and comment or make recommendations for 1mprove-
ment,

CMC Comments: (1) The Marine Corps concurs in the
recommendation. (2) The Facilities Maintenance Management
4* Report No. 6 is being reviewed and comments will be prov1ded

to the activities.

11. Recommendation 62. CMC ensure that service work is : Oprs
reduced to a level in accordance with MCO P11000 7B
~appendix C-7.

0J/GQ'4?- CMC Comments: (1) The Marine Corps concurs in the
recommendation. (2) Service ticket work needs to be kept
to a minimum. However, the percentage of the service
ticket volume stated in the subject report is misleading
since the total work volume does not consider the contract’
work on specific jobs.XConsiderations for this will be in- :
cluded in the upcoming revised MCO® P11000.7B+-which is--- — &
expected to be completed by the end of FY83, i







2. RevieQ of qompleted specific job order estimate .and performance

variances -

a. The level of performance required to agéomplish 'sgecific Job
orders generally exceeded acceptable'varianceq from estimated man-hours or

material cost. Variances that exceeded authorized limits for completed

specific Jjob orders were not always reviewed or ‘were not thdroughly

.

~

reviewed to determine the reason for 'the variance. 'Files were not

maintained to support conclusions reached and managment was not analyzing

variances on Jjob orders ‘reviewed.' These problems were caused by

_1nadequate estimates; inadequate performance; a combintion of these two;

and inadequate job oraef varianqe reviews. Knowing when'éo order material
and schedule work is made more diffibult .b§cause of the unacceptable
variances. Upless .qnagceptéble variancgs are thorbughly reviewed and
- supporting files maintained, causes, trends, and correétive éctions can
not be determined. Similar conditions were reported in Audit Report
ClU2837 dated 27 October. 1978; however, improvements have been made since

that audit.

b. ﬁariance reports are regui}ed .when actual vmatérial éost exceed
$2,000 of when estimated or zctual man-hoﬁrs.exceeds 80 hours for any work
- center and the-variance.is greaﬁer than 109 or less than 91 percent as
stated in MCO P11000.7B, par. 5030.2C. The material cost o; man-h&urs for

210 éoxbieted specifiec job orders during 5 months ended September 1981 met_

the review criteria. A variance report was required for 124 (59 percent)

~ because of excessive variances in man-hours or material cost. We reviewed

these 121 Job orders and found the following: g




: of these job orders for July were not reviewed because of datq processing
(~ problens that summarizes labor and matérial for completed specifié Job

orders. However, fiscal and cost accounting records could have - been used

_to make the review. The'remaining 23 were overlooked during the reviews .

which were made. We determined that none of the unacceptableléariances_

for work center 80 (Utilities) were being reviewed. Examples of job i‘

1 : 9 . :
orders not reviewed follows: ’ '

Job order number Work center Man-hours 4 Material cosﬁ
1015 : ' - : : -
Estimated - . S el — st $1,392.00
Actual 277, 35 ; - 2,188.39
( s Percentage : - 109 . o o 157
4071 T e 61
Estimated ' T 100.00
Actual . _ . 88 i ©102.90
Percentages - 220 - : 102
7429 71
Estimated 289 -0~
Actuall¢/ ‘ 372 -0~
. :
Percéﬁg;ges ' , 128 . -0~

- (1) A total of 58 job orders had not been peviewed. -Thirty-five |




3542 : 81

- Estimated o N 6,750.00
( Actual : s R T
Percentages . 100 .. AN

(2) MCB reviewed 66 of the 124 Jjob orders with unacceptable.
variaAQes. Our anaiyses of the eight - variance reports made for
September 1981 showed the reviews were not made in enough detail to be
conclusive. We also found that workpapers or files were not maintaiped to
support the conclusions reached.. Monthly meetings between the operations
officer, assistant or facilities maintenance officer, and director of the '
maintenance and repalr division were not held to .review variance reports,
analyze trends, and initiate corrective action as required by MCO
P11000.7B, par. 5030.2?. Workpapers or files supporting variance reports
(j . should be available for ase by management during the monthly meetings.

Two examples of reviews made are:

. Job Order 1018, work ccrter 62, Maierial escimated $2,352;

Actual material cost $3.322.67; Percentage of estimate 140.3 percent. The

variance report stated the reason for the difference was computer error
and price increases. We did not find a cemputer error. There were some
. price 'increases totaling .$392.28"_ Some of the discrepancies we found
were: (1) A total of $1,159.70 was charged to the Job order but was not

included in the estimate; (2) A total of $461.52 was estimated and used

10




but not charged to the Job order; (3) A total of $230 22 was charged but

not used on the Job' and (4) A total of $28 82 was estimated but notl

cha r'ged %

Job Order 1256, work center &41. Material estimate $3,167;

Actual material cost '$4,736.ll9;_ Percentage of estimate 149 percent:

Estimated labor 248 hodr-s; Actual labor 208 hours; Per-centage of estimate

83 Eer-cent. The variance .report stated the reason f‘or the ‘difference .in
labor was that the labor was overstated and an admendment w;j:ts not turned

iln. This appears to be an acéura.te stai:ement.- The reason given for the

material difference was that one item of material was overcharged by the.

computer'. We found these discrepancles: (1) The job '.order was
overchar‘ggd $1,759.73 for one line it;.em; .(2) A éredit given f‘or one line
item was understated by $185.914' (3) The job order was charged once for
- one line item but credit was given two times f‘or' a total of‘ "$51.%40; (1)
The quantity required f‘or one line item was overstated 18 percent for a

_total of $11.80; and (5) A total of $7.75 was used but not estimated.

Recommendation 5. MCB review all unacceptable variances for

'completed specifie job orders as'bequired by MCO P11000.7B, par. 5030.2C.

Recommendation 6. MCB maintain workpapers and f‘lles to suppor't‘

kN

coneclusions reac‘med for 'man-hour and material cost: var‘lance reports and
/

hold monthly meetings to review the variance reports, anlayze trendsA and

intiate ‘corrective action as required by MCO P11000.7B, par. 5030.2C.

1"
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3. Improving the management of excess material

a. Management of excess maintenance material,_generated when a job is

completed or canceled, is inadequate to ensure proper controlk-handling,

.and accountability. Current procedures for' material management of excess

4 . ; ) dnjovat¥
material are not followed, resultlng in an undetermined buiddwp of

-

material on hand and inconsistency in controlling thlS material. (The
quantlty of material on hand cannot be .managed efflciently and/or

effectively with a manual recordkeeping system:\

b. Our review showed that unused project materials, either. left over
after a job was completed or canceled was not properly reported required

disposition made; recorded; and reviewed. " Maintenance Order PHMOO.Z

(Standing Operating .Brocedures for ‘Maintenance Material Management),

outlines procedures for managing mdterials. Discrepancies ‘noted during

our review were:

(1) Appropriate annotations on job orders wire not made denotirg

 unused project materials and dispositon of the property. (MO P4%400.2,

var. 603 applies.)

(2) Improved coordination is needed with the OIC, Shop Storee to

Adentify materlal that  may be turned in for credit after the job is

«ompleted /’(Par. 602.2a)

24

12




(3) Data _was not available to trace or 1dentif‘y materials for
which the DSSC activ1ty will not grant cr‘edlt but retained to be used to’
replenlsh pre-expended bin (PEB), special operating stock, or a shop

maintained insurance item, subject to limitations. (Par. 602.b)-

(4) Materials retained to be used 6n future projects were not
properly identified for that purpose, nor were dates available to

det_:erminevif material is retained for more than 12 months. (Par. 602.c).

(5) Maximum efforts were not made to dispose of material noﬁ
reutilized, either by turn-in to DSSC with no eredit or through Defensé

Property Disposal Officer (DPDO).

(6) Procedures. provided for dbtaining approval to retain used,
serviceable material, and excess material ' from. Military = Construction
(MCON) = projects were not followed _resulting in buildup of salvage

material. (Par. 504)

MO P4400.2, par. 601.2, authorizes material to be retained only when it
can be demonstrated its retention meets the criteria of an insurance item

or can be used in the near future on a'specif'ic or standing Jjob order.

* However, material will not be retained -for more than 12 months. The

retentién /of‘ salvage ‘material must meet the criteria of no longer
manuf‘ac'c,/'f-ed, obtain approval from Base Maintenance Officer, and managed

,/"

as excess material in accordance with paragraph 504.

13 ' i "QI,T




‘c. As of 3 March 1982, Base Maintenance Operation possessed stock

inventory cards on 2,241 line items of excess material with an onhand

quantity of 100,194 units located in eight areas. Some  examples are:

Description

1/ .Window screen 35 1/8 x 49 3/8
2/ Air filter 9 x 20 7/8 x 1
3/ Air filter 9X 26 7/8 X 1

Unit heaters

Thermostatic trap (3/4 inch)

Condensing unit

v 1=
S

W
N

Quantity

onhand

898

3,608

660

300 on order for outstanding project.
1,056 on order for outstanding project.

1,002 on order for outStanding project.

$

17.20

1.28

1.34
" 530.25
15.86

2,297.00

Unit price

€ea.

€a.

€ad.

€.

€.

. Total

cost

$15,446
2,171
4,835
3,712
10, 468

2,297

Excess material retained for use on a future project is required to be

i

accounted for. Our review showed that- the accountébility of excess

material was inadequate, incbnsistent among .major staging areas, and

ineffective in the control and management of ‘the material.

review noggd the following:'

e
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(1) The stock inventory cards (MCBCL 11011/2) did not contain all

'required and éssential information such as the intended use (JON), the
maximum date for retention, the National Stock: Number (NSN), if
applicable, the type of inventory, and unit cost.. MO P4400.2, par. 604.2,

‘requires appropriate records to be maintained on all excess -material

indicating as a minimum the description of the item, quantif}, intended .

use (JON), and the maximum date of retentioh.' We believe the stoqk .

inQentory cards should show all required information and other esential
information such as unit cost and project number (JON) from which material
is excess. -This would eliminate duplicate entries currently made in the

receipts and issue log books, and on the stock inyeﬁbory cards.

(2) During our review, we inventoried a total of 140 items located

in the various staging- areas. We found 34 instances where the onhand

guantity shown on the stoéck inventory cards did not agree with the

physical inventory count. Some differences are shown:

. Quantity.shown - Quant?ty _
Descrigtion | stock inventory card onhand Differénces
1" Unions, black door i 38 ea. 120 + 82
Pipe, black, 1 1/2 heavy 140 ft. x 84 ft. - 56
Thermo-12, /black insulation 456 ea. o7 . =185
Clip,'ﬁgﬁéuit support 160 ea. . 17 . - 83
4 Strap,/Rigid, 1 1/4n 60 ea. 64 . PO '}

Floor cement, multin-purpose 37 gal. 39 gal. - +. .2

15




?he primary reason for this condition was tbe_failure to record receipts
and issues of excess materials entered on the stock inventory cards from
the daily log books. Ve beiieve a more accurété and efficient procedure

would be to record transactions directly to the stock inventory cards and i

discontinue maintaining the daily log book.

.

. (3) A detail review of the type of'inQéntory and source of supply
showed that an éhbstantial numbér were items normally Sfocked by DSSC.
activity. We were able to identify 2?8 items to the DSSC;s nomenclature
(EO4) file. Therefore, extreme care must be exercised by the maintenance
officer to ensure the Work Management Branch does not hold excéss materiél
normally stocked by the DSSC adtivity,.un1e§s.it meeis eriteria as stock
authorized in MCO 4400.158, par. 3b(1). -

Since emphasis has been placed on maﬁagemeﬁt of excess m;terial, it is

essential that adequate and accurate records be maintained.

Recommendation 7. MCB improve the control and management of
excess material and salvage material by following specific procedures

outlined in MCO 4400.158 and MO PNHOO.2.'.

16




y, Training in the use of engineered performante stendard for maintenance

personnel'is not adequate

a. Planners end estimators, maintenance inspeetors, and naintenenee
and repair supervisors had not been given all.ef the EPS training that was
required. The lack "of training was -caused primarily by inadequatevue
budgeting and the low prlorities assigned to EPS courses. Therefore,
personnel responsible for inspecting, estimating,” planning, _.and‘

supervising maintenance work had not been adequately trained to use EPS in

performing their assigned duties.

b. We determined that only 11 of 5% planners/estimators, maintenance
. inspectors, and maintenance and repair, supervisors had recelved any of the
EPS . training required by MCO P11000.5B, pars. 2022.2d,. 2022.2e, and

2022.3b. These paragraphs require EPS training as follows:

1) Planner- and estimatcrs. It is mandat'“" these personnel huve

specialized training d4n the use of EPS and should be scheduled for

retraining every 3 years (Par. 2022.2e).

(2) Maintenance inspectors. These personnel should be trained in

1

the use of EPS. (Par..2022.2d)

/
#

%

should complete an orientation course in EPS. (Par..2022.3b) Presently

3) Maintenance and repair division supervisors. All supervisors

there is no-EPS-course to fulfill this requirement. MCB should request

orientation training for its supervisors.

17




Based on training records only U4 of the 11 personnel have received EPS

( a0 fraining.sinée 1979 as follows:
Number of
personnel in .' Number of personnel Prior
y ! section for receiving training to.
: Section 'EPS training 1981 1980 1973 1979
Planning and estiﬁéting T ; 1 3 1 ~0- '5
Inspectors 6 ~0- ~0- ° ~0- . 2

Maintenance and repair

17 supervisors Lak S0e S0 -d- <0L
: Totals 56 L TR

c. The Base Maintenance Departmept budgeted for T1 training courses
( : with an estimated _c'o'st ‘of $52,309 for FY 1982. Althoug}; 52 personnel
' -needed EPS training only five ,course; were included in the FY 1982

budget. We determine that 28 of éhe budgeted courses were funded at a

cost $18,883 but included only two EPS courses. Congressional interest in

EPS utilization resultpd in funds being added to the Marine Cofps budget

to ensure;that ne#ly developed EPS are utilized and monitored as stated in

MC Bul 4856, par. 2, dated~{0 Nbvember:1981. EPS tfaining requirements

should Se inﬁluded in Ehe budget and given. a high priority. Improved

planning and estimating can lead to impro@ed p;o&uctivity. .

/
/

B i s




Recommendation 8., MCB include all known EPS training requirements

in the anpual'budget submission and give EPS’ tz;aining the priority needed-
to meet the requirements of MCO P11000.7b, pars. 2022.2d, 2022.2e, and

2022.3b.
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5. Correcting a ‘local data processing prozram for summarizing labor and

material for completed specific job orders

-

ey

a. A local data processing program that summarizes labor and material
- for completed specific job 6rders.is not always correct. Apparently, the
pr-oblem is caused by deficiencies in the program whlch have not been_

identlfled and corrected. Due to these errors, reports from the program

have limited value to management in determining reasons for unacceptable

variances on completed specific job orders.

b. Variance reports are required when estimated br actual labor hours
exceeds 80 hours or actual material cost ex»eeds $2,000 and the difference
}estlmated and actual hours or material cost are less than 91 or greater
than 109 percent as stated in MCO P11000 7B par. 5030. 20',. To assist
management in making required reviews of variances a local data proce;sing

program (B7500J1B).was developed to summarize hoursrand material cost by

Job order number and work center. We found discrepancies in labor hours

ant mate: izl cost between the loecal program and tne System Program (Report

-

Number 3 —= Completéd Specifiec Job Orders) Because of these
discrepancxes the local report has llmited value. Some examples of

discrepancies between the two reports are:

/

i sttt '

=




Report Number 3

9-30-81

Local report B7500 JIB

11-24-81 12-23-81

Job
Order Work‘.
Number Center
1232 51

52

63

93
1257 ui
1231 51

Labor

hours material

Labor "~ Labor

268  $4,089.69
 268.41
235.53

5,730.97
3,586.75
1,742.84

In order for the locél report. to be

reasons for these'differenoeo should be

Recommendation §._

hours matorial hours material

$3,833.21 229 ; 5&,151.00

186. 14 186,14
" 280.04 i 191.02‘  l
5,398.42 5,398.42
By6aBL NG L '
1,627.01

of most’ value to management the

determined and.corrected.

MCB incorporate the necessary* corrections in -

the local computer program‘(B7500 JIB) which summarizes labor hours and

material cost for completed specific job orders and use to make variances'

as required by MCO P11000. 7B, par. 5030.2¢c.

21




6. Inadequate estimates of material for projects has led to  th2

‘generation of excess material

as A review_of 20 completed projects with matefial estimated éotalingr-
$95,409 showed material requirements were overstated by $55,075 or 58
percent. At the time of our review BMD had 2,241 line items with 100,200
units on hand stored in maintenance shops and warehouses which is excesg.
The generatlon of excesses increases the cost of maintenance and distorts
the cost accounting records for both the Jjob the material was drewn and
the job it‘will be used on. :

b; The BMD has EOﬁtinued to éenerate-a large voiume of material due
to over estimating material reeuiﬁemenks fer:specific Jjob” orders. The
Planning Estimating_(P/E)'Section_iS'responsible for determining the type
-and amount of material needed “to .accomplish mainﬁenance projects.
Material for projects is ordered. by shop planneré basedb on the P/E
estimate. Material ordered but not esed on ‘the project and which cannot.
be returned to shop stores for credit is séered in ﬁaiqtenance shdps or
warehouses and used on future jobs. Maintenance Management reperts which
measures P/E performance de not pake this material in consideration. 'This
results in the overstatement of one pfoject' aﬁd an understatement of
another. To determine the adedueéy of material estimates, we selected 20
completed projects and made .a physical reviéw of the facilities and

1nterviewéd maintenance personnel, comparing material actually used with

7

4

material on the work order. Estimated material requirements totaled
$95,%09 with actual material used $40,334, or Y42 percent of the estimate.

We found that material estimated and ordered for periodic preventive -

o
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maintenance (PM) on facilities were the same for each PM and materiél used

.varied significanﬁly from the estimate. An example is:

IR i
>

Second Quarter PM of Enlisted Men Dining Facilities

Item

- Door closer

Foot bblt
Windown lock sash -
Sereen door spring
Aluminum screen wire
Lumber 2" X éw
1/ ‘Window screen
35 1/8" X 49 3/8n
Windok screen
3 X.31
Right-hand window
latch set
Left-hand window
iatch set

Totals
/

/

Project 6747

Quantity of material -

Estimated

15
16
100

50

400

~360 
80
36

36

1,305

Excess

Used Unit price Quantity Amount

6
6
50
0

0

100

Q

o

o

|

1

nN

|

$31.21
15.73

3.58
iy

29,00

2.26

" 13.08

® 15.00

10.00

10.00

10

50

- 50

2

300

300

80

36

36

e

3

——
—

- $ 280.15
157.30 ) (1
179.00
22.00
56.00
678.00

3,924.00

1,200.00
360.00

360.00

$7,218.15

A/ ?S/AB Marcnh 1982 the purchase order was still outstanding, project was

completed 5 March 1982. On hand on this date -were 898 (35 1/2" X 49

3/8") and 160 (35" X 37") window screens from previous quarterly PMs.

2

w




On 3 March 1982, BMD had 2,241 line iteﬁs with 100,294_uqit3 of excess
materjal on hand. We were unable to determine tﬁe value of this material
~due to a unit price not being on the inventory card. There was also 311
line items of material on hand in shop stores for completed projects which
" had not been picked up. Some of this.material'was'for projects which were
completed as far back as FY 1979. In an effort to control excess material
the Work Management Branch.inéreased its staffing by three shop plahners
at an annual cost of $103,264. NAVCOMPT Manual 034001 requires all
Navy-owned material located throughout the naval shores establlshments ‘be
included in the inventory accounts of an accountable officer with certain
exceptions, not hereixz applicable. MCO P11000276; par. u080.3c, states
-that material in excess of thit required for a specific Jjob shall be

returned to shop stores for credit to the material costs for that job.

e+ During our review we noted the following conditions which ‘could

- result in inadequate material estimates:

(1) The inspections and cost estimating of proJjects are performed
by separate sections within BMD. The inspection section performs
facilitiest inspections for maintenance and repair. _The P/E section
prepares the cost estimate from a written inspection report. Having.the
samé individual who made the inspection make . the cost. estimate could
improve m%;erial estimates. : : i .

eina)

(2) Estimates are prepared based on old iﬁspection réports. In

many instances work has been accomplished on Emergency Service work

24
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tickets. A reinspection should be made prior to preparing the estimate.

and ordering material.

(3) Mateéial for PMs should be drawn from shop stores on an as
needed basis rather than ordzring based on an estimate.
Overstatment of material requirements which éubsequently become excesses
and failure to return material to 'shop stores for credit reduces available

funds in the current operating budget.

-~

Recommendation 10. .MCB establish a detail plan of action to

improve .the adequacy of material estimates ehsuring that: appropriate

actions are taken to reduce excesses and keep excesses at a minimum in the

future.

FOR OFFICIAL USE ONLY
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Recommendétion l. MCB bill the MWR activities and private facilities

for services provided in FYs 1980, 1981, as applicable, and 1982 and
future years in accordance with NAVCOMPT Manual, par. 075260 and
credit prior year recoupment to the fiscal year appropriation which
was in effect and charged for the services furnished.

MCB_Response. Concur that MWR activities and private organizations
should be charged for services in accordance with NAVCOMPT Manual,

par. 075260 and credit prior year recoupment credited to the fiscal
year in effect and charged for the service. Action taken includes:

a. Billing the temporary lodging facility (Hostess House) for
utilities. MCB has billed the Hostess House for utilities in
accordance with CMC 1ltr FDR-50/lab dtd 26 February 1982 and is
reviewing telephone services to determine which phones are needed for
command supervision. The review will be completed by 11 June 1982.

-

~b. Billing the Commissioned Officers Mess (Open) for correct
amount of utilities. MCB recomputed utilities for FY 1980 to date
using a consumption factor in lieu of the heat loss summary method
for steam usage; revised the percentage for nonessential feeding £ m
the effective date of MCO P1746.15; and corrected the steam charge: -’
to operate the steam absorption air conditioning system. - The
additional amount billed is $73,166 or $12,898 for 1980, $39,632 for
1981 and $20,636 through 30 April 1982. However while not addressed
in the audit findings, the COM(0) is authorized appropriated fund
support for essential meal services in accordance with MCO P1746.15,
paragraph 7002. The COM(O) has billed MCB $73,433 for essential meal
services from the effective date of the order through 28 February
-1982. The COM(O) will bill MCB approximately $7,600 (total) for
March and April as soon as the required information can be extracted
from the records. There is not a $38,168 cost savings as indicated
in the audit findings conversely approximately $7,867 of appropriated
fund support is required from FY 1980 to date.

c. Billing private organizations for services provided. Action
taken to correct deficiencies noted in the findings are discussed in
MCB Response to Naval Audit Recommendation 4.







Recommendation 5. Marine Corps Base review all unacceptable !
variances for completed specific job ordéers as required by MCO
P11090.7B, paragraph 5030.2c. ‘ ; '

Recommendation 6. Marine Corps Base maintain workpapers and files to

support conclusions reached for manhour and material cost variance
reports and hold monthly meetings to review the variance reports,
analyze trends and initiate corrective action as required by MCO
P11000.7B, paragraph 5030.2c.

MARCORB Response. Concur. As indicated in the audit findings 5
improvements have been made since the last audit in 1978. MCB
recognizes the benefits to be derived from review of unacceptable
variances and maintenance of workpapers and files sufficient to
support conclusions reached. Increased emphasis and attention has
been directed to this area and will continue.







~ Recommendation 7. Marine Corps Base improve the control and
management of excess material and salvage material by following
specific procedures outlined in MCO 4400.158 and MO P4400.2.

MARCORB Response. Concur. Marine Corps Base agrees with the audit
findings that the quantity of materials on hand cannot be managed
efficiently and/or effectively with a manual recordkeeping system.
Funds have been requested to acquire dedicated data processing for
this purpose. Additionally, stringent control of excess material has
been established by providing secure storage and charging Shop
Planner personnel to insure proper control and utilization of the -
material. MO 4400.2 (Material Control) establishes stringent control
procedures, some of which are difficult to achieve without an
automated system. However, every effort is being made to meet these
standards and will continue. Project material not used on specific
JON's will be reviewed by Shop Planners to determine appropriate
disposition (i.e., retention for use on another project or turn-in)
and the JON annotated accordingly. The retained material will be
monitored through the use of the Stock Inventory Card and whenever
possible the origin of the material as well as its anticipated future
use will be noted in the "Remarks" column of the card. The unit
price will not be annotated due to the excessive research time
involved in obtaining this data from DSSC and its questionable use
within the Division.







Recommendation 8. Marine Corps Base include all known EPS training
requirements in the annual budget submission and give EPS training
the priority needed to meet the requirements of MCO P11000.7B,
paragraphs 2022.2d, 2022.2e and 2022.3b.

MARCORB Response. Concur. Marine Corps Base has placed considerable
emphasis on EPS (Engineered Performance Standards) utilization. This

is evidenced by the fact that EPS utilization increased from 36 percent
in 1980 to 66.9 percent in 1982.. These percentages were determined from
surveys by an outside consultant firm in 1980 and a Headquarters, Marine
Corps representative in 1982. Both surveys were highly complimentary
of the quality of Marine Corps EPS estimates and the Headquarters,
‘Marine Corps representative further commented that the Marine Corps

Base EPS utilization is the highest in the Marine Corps.

EPS training for Planners and Estimators is mandatory and four of the
ten Planners and Estimators are current in their training, i.e. have attended
training during the past three years. Three Planners and Estimators should
have received refresher training in 1981 but are scheduled for this training
in 1982. The three remaining Planners and Estimators were all selected for
their positions within the past six months and two of these are scheduled for
basic EPS training in 1982. The remaining one, selected 2 March 1982, will
be scheduled to attend the next available course. ok

EPS training for Inspectors is not mandatory. However, all Marine Corps
Base inspectors attend Building Maintenance Inspector training which is
required. Marine Corps Base does not consider EPS training for inspectors
high priority when compared to other training. Inspectors estimates do not
require EPS. ;

An EPS refresher training course was conducted by Atlantic Division,
Naval Facilities Engineering Command on-site at Camp Lejeune, North Carolina
in December 1978. During this course approximately 20 shop supervisors
received EPS orientation (however, apparently no record of this was made in
their personnel files). An EPS refresher training course is scheduled on-site
in September 1982 and shop supervisor EPS orientation will be included.

Marine Corps Base will continue to place emphasis on EPS uti]izétion and
training requirements prescribed by MCO P11000.7B will be included in annual
budget submissions.







~ Recommendation 9. MCB incorporate the necessary corrections in the

local computer program (B7500 J1B) which summarized labor hours and
material cost for completed specific job orders and use to make
variances as required by MCO P11000.7B, paragraph 5030.2c.

MARCORB Response. Concur. The Director, Consolidated Automated

Services Center has been requested (BMO ltr MAIN/RES/jik dtd 5 May

1982) to evaluate the deficiencies to determine if adjustments can be

made to the local program to correct the errors or if revision of
PRIME is required. Estimated completion is 15 August 1982.






Recommendation 10. MCB establish a detail plan of action to improve

the adequacy of material estimates ensuring that appropriate actions
are taken to reduce excesses and keep excesses at a minimuim in' the
future. : ‘

MARCORB Response. Concur with that part of the recommendation to

reduce excesses #¥ a minimum. However, Marine Corps Base does not
agree that poor ‘material estimates has led to generation of excess
material. MCB has taken decisive action to control and reduce excess
materials, including an improved accountability system and a new
maintenance order requiring stringent control of management of
materials. .

The audit selected 20 projects known to have unused materials to
conclude that inadequate material estimates have resulted in a
build-up of excess materiafls. Of the 20 projects, five were.
preventive or cyclic maintenance job orders, while the remaining 15
were specific job orders. Eight of the 15 specific jobs were for
replacement of steam and condensate piping and two others were for
similar work on piping systems. It is extremely difficult to
determine the exact scope of repairs from external inspection of
steam, condensate and other piping systems jobs. The estimator uses
"worst case" conditions when planning and estimating this type of
work since once the work is begun it must be completed or service to
the building or facility cannot be restored. -

Cyclic and preventive maintenance work is estimated using average
usage of labor hours and materials. Quarterly job orders use this
data unless the estimator is advised by the shops or inspectors that
there is reason to change. Base Maintenance reestimates standing job
orders every three years. Control of materials for quarterly jobs is
exercised by the shop planner who screens material lists against
on-hand material prior to ordering. However, because of the long
lead time for material procurement, material required for the
following quarter must be ordered before the work is completed for
the current quarter. This could result in materials being on order
and like materials being left over at the end of the current quarter.
This situation is compounded when high priority work causes
cancellation of cyclic maintenance.

Marine Corps Base will insure that Planners and Estimators, Shopo
Planners and Shop Foremen constantly review material requirements for
preventive maintenance and cyclic work in order to hold unused
material to a minimum. Further, cyclic and preventive maintenance
job orders will be reestimated annually versus every three years.
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UNITED STATES MARINE CORPS
Marine Corps Base
Camp Lejeune, North Carolina 28542

FAC/JTM/hf
7000
2 February 1983

From: Assistant Chief of Staff, Facilities
To: ==pBase Maintenance Officer
Director, Family Housing
Public Works Officer
Director, Unaccompanied Personnel Housing

Subj: Summary of Naval Audit Items of Marine Corps-wide Interest

Encl: CMC 1ltr FDR-41:vdr 7500/4 dtd 20 Jan 83

1. The enclosure is provided for your information and appropriate action.

2. It behooves all of us to pay diligent attention to detail in the normal course

of our mamagement activities in order to preclude the type of findings cited in
the enclosure.

I

J. T. MARSHALL
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DEPARTMENT OF THE NAVY
HEADQUARTERS UNITED STATES MARINE CORPS
WASHINGTON, D.C. 20380

7500/4
2 0 JAN 1883

"FEREE? Ydr
\

From: Commandant of the Marine Corps
To: Commanding General, Marine Corps Base, Camp Lejeune, North
Carolina 28542 |

Subj: Summary of Naval Audit Items of Marine Corps-wide Interest
Contained in Reports Issued During the lst Quarter, FY 1983

Ref: (a) SECNAVINST 7510.7A, Chapter 4
Encl: (1) Subject Summary

1. In accordance with principles set forth in the reference,
the enclosure is forwarded for information and appropriate
action, with the objective of enhancing management effectiveness

through the identification and avoidance or elimination of

problems similar to those uncovered elsewhere by the Naval

Audit Service.

2. It should be noted that the enclosure is neither a complete
review of 1lst Quarter, FY 1983 audits, nor findings, but rather
a summary of those items which may be problem areas, either
known or as yet undetected, at other installations within the
Marine Corps. It should also be pointed out that these summarized
items are only capsule sketches of findings, recommendations
and management responses which often took up several pages of
discussion within an audit report and are in some cases more
complex and controversial than a brief summarization would tend
to convey. Requests for amplifying information on specific
items can be directed to Mr. R.F. Kassel, Headquarters, U.S.
Marine Corps (Code FDR), Washington, D.C. 20380, AUTOVON 224-
2595, commercial telephone (202) 694-2595.

G. N. ROBILLARD, JR«
By direction

enCl (/1






SUMMARY OF NAVAL AUDIT FINDINGS
OF CORPSWIDE INTEREST CONTAINED IN FINAL

REPORTS ISSUED DURING THE FIRSthUARTER, FY 1983
/

CASH CONTROLS

Verification of Cash -- The auditors found that an activity's
quarterly cash verification board had not been consistently
reviewing and confirming vouchered documents held as cash, as
required by NAVCOMPT Manual, par. 047111-2. The activity
concurred in taking corrective action.

FACILITIES MAINTENANCE

Analyzing Variances Between Job Estimates and Charges -- The
facilities maintenance department at an activity had not been
routinely analyzing over and underruns of labor and material
estimates for work under specific job orders. As a result,
opportunities for identifying and remedying inaccurate estimates
or low productivity were lost, and cost control was degraded.
The activity concurred in a recommendation to take appropriate
actions to comply with MCO P11000.7B, par. 5030.2C.

Use of Engineered Performance Standards -- The auditors found
that an activity was not using Engineered Performance Standards
(EPS) as required by MCO P11000.7B, and was not basing labor
hour estimated for standing facilities maintenance jobs on EPS.
The activity concurred in a recommendation to use EPS for
standing job order estimates. :

Analyzing Customer Complaints -- The auditors found that customer
complaints and suggestions were not being analyzed by the
facilities maintenance department at an activity, largely

because of the lack of a formal and centralized complaint
processing procedure. The activity concurred in a recommendation
to establish such a procedure. B

HOUSING

Vandalism damage to facilities -- The auditors determined that
an activity had spent more than $600,000 since 1978 to repair
damage in three BEQs, and concluded that these conditions were
caused by the command not taking adequate measures to deter
vandalism. The activity concurred in a recommendation to
implement a more aggressive program to combat vandalism.
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