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APR 7 1972

Captain chéell YMellenty, Jr.

Comaonding 05ficor ~ (ORI
®aval Supply Center -

» o M089403
rewpert, Rhode Island

Tear Captain Hcllenyy:

Ye hova comploted our survey of scerued expenditure and
ravenue raporting procedures at the Mavel Supply Center, lewport,
Phode Islend (USCHYT), as part of a hroad survey at selccted
activitiss in the Department of Defense (B0D). The survey was
directed mainly toward determining the effactivoncss of communi-
cation and processing systems in providing acerund expenditure
data a3 of June 30, 1871, and whether procedures were Iin accordance
with applicanle instructions and regulations.

The results of our work are intended primor
information of the Steering Commilttee of the Pre
missien on Dudget concepts. ilowewver, we identified a nurber of
problem areas which were discussed ia detall with

the ﬁccou1ting Divisien and his staff. Cur cbservations and cor-
rectiva actions implemented or plamned are surmarizoed below,

First available docuscatation not used as

hasis for recording aceruad | Gﬁﬁeﬂdithrns

Vandor invoices znd GSA billings rec leed prior to the
reccint of material are not used as o dasis to record accrued
expendituros, This Is contrary to LOD In struc;ian 7220.27 which
states that accrucd expenditures will be rocorded based upon the
firgt available documaptation., The Dirvector of the Accownting
Division stated that Navy Stock Tund regulations have not bean - .
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Captain Wendell YeHenzy, Jr.
Conmanding Officer ' :
Xaval Supply Center

Yewport, Rhode Island

Dear Captain Mcllenry:

je have cowplated ouy aurvey of aterued expenditure and

revenuu raporting procedures at the Haval Supply Centey, MNewport,

de Island (HECRPT), as part of a hroad survey at selected
ac;1v1tias in the Depaviment of Defense (DOB)Y, The survey was .
directed mainly toward determining the offacriveness of communi~
castion end processing systems in providing acerued expenditure
data as of Jume 30, 1871, and whether precedures were in accardance
with applicable inbtructions and regulations.

_ The results of our work are intended primazily for the
information of the Steering Commitiee of the President's Comn
mission on Budgst concepts. iHowaver, we identifiad a nuther of
probiem areas which were discussed in detail with the Director of
tha Accounting Division and his staff, Our chservations and cor~
rectiva actions implemented or planned are suwmarizad below,

First available documentation not used as
'ha:is for recording acerued o pen&ithﬁmq ;

VYendor involces and GSA billing& raceived prior to the
recaint of material ave not used as a basis o rocovd aeccrued
expenditures,  This is contrary to DOD Instructien 7220.27 which
states that accrued expenditures will be reeorded baged upon the
fivst available documavtation., The Director of the Accounting
Division stated that Navy Stock Puad regulations have not been
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gurerseded to provide for zecording accrued exvenditures based
T ¥ £ i

upon other then rhysicel recedpt of material, VWe plan o discu
this matter furiher with rapresentatives of the Havy fomptrolle
{end also ask them to determine If other repgulations aze conlvary
to DOD Imstyuction 7220.27). . ‘

1930
.
&

Fevenwe md expenditures for intrzopovernmental

.

transactions not recorded in tha sswe month

¥hen s activity performs s yelsbursshle service for anothey
activity, HSONFT records ascrusd revenuc for the performing activicy.
In the following nmonth, ¥STEPT b1lls the benefiving sctivity which
then establishes an accownts payaele. DUD Inetruection 7220.27 re~
guires that when the save accounting office handlen beth szides of
8 buyer-geller transaction, the sceruved yewvenue fovr the ong panty
md the accyued expeaditure for the other party should be recorded
1 the save period. In chour 75 parcent of the casas NSPT handios
the accounting for the buver aad seller wder reimburseble work.
The DMrsctor of the Accowmmting Bivision agroed ¢hat rovonus and
gxpenditures for these transections should be reeorded in the same
month, On & trial basis, the lccowmbing Ddvision will acerue ox-

o €24

}

penditures for selected activitiea.

Holdbacks not accrued

d Holdbacks under conlracts, aend in somd cases vnpaid regquests
for pregress paymsnis, were uot bolng acorved as ewpenditures. The
erxisting system could zecovd these acervuals 1f activities renorted
the apprepriate data ad the director of the Accomiting Uivision
agread thot this should be done. Tustructions have been glven to
aciivicies to furnish BECHPT 211 information related to thess items
aad accounting pevsonnel have been advised to scerue these items.

’

froject ovxder ewpendituras not scorped

Prograes payment Dequasts oy work sccomplished by the Public
Horks Center (BC) wmder projeet orders were not recorded a3 accourts .
payable. The MMrector of the fccounting Division and PWC officials
agresd that a monthly veport will be isswad by the TWC showing all
progyess pavuent raquests sent teo activities in the Wewport avea.
Tha USCHPT accounting department will then recerd accrucd sxpendi-
tuzes for the asctivities weesiving the servicas.
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Delays in proceasing GBA billls S '

tenaral Seyvices Adwinistwvation { Ay bills ave noh slways
rocorded In the month of roceipt baocause of a vequirverent that
2ll iine itesms on g OSA bill be eorrect before the BI1Y ean b
srocensed,  Yegulations do not pormit guestionable items on &
G54 2111 o be chazged to a Havy Fa dad suspense account pending
ragelution az is dome in the cass of Qhﬁ tionghle items oa Dofenge
Sunply Agency bills., These delavs result in wnderstatmont of

-

accrued expenditures to the éxtant that the recaipt of material

]
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ad nob beop prmvicus?v veporied 23 an soceruel. Becsuss this

nrehlon ecannot be resolved locally, we plen to discuss it with

EN

‘represectatives of the Mavy Lomptroller,

Late recording of certoln disborsements

dizhbursenents to commereisl wondors o

computer program daﬁiczanaxea and that the Form 2074s would be procoessed.

aha racerding of

4 G854 Lecause of msnpoder
linitations and the asziomswmar of svallsble porsonnel o other
hoge delays sould causze on tndo

ISCRPT has dolayed up to fuwo months

werk, T% ratatement of zeocorted
exponditures if the acoounts payable were not csteblished. Officisis
of the Accounting Division are eware of this problem and w&ll LTy

o roeduce the delay.

Quastlon sble a accounts mayeble balsneas

Computer progranm deficiencies bavae econtyibuted To oversiate~
vents of certain Stock Fumd acesunts,  Ona deficlency was that mowa
disbursewents cowld not ba matched spainsg vroviously established
N

=
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ccounts payable, Thoevefore, Instead of iiqumﬁaﬁ*ng agcounts *avanQ,
he computar prograw fncrasnsed the saterial in transif zccount balmes.
Ve noted that about 646 pevcest of the ﬁQCOHﬂtﬁ paysble were 120 days

1d or morwe end about 30 pereent of the waterisl In tvensit sccount

was 60 days old o moze. Anvther deficiency ig that the format of

he Financial detall eard esupporting Beport of Fund Autherizablon
Charges (BAVCOIPT Yorm 2074) caunot be procapsad by the ftock Fund
compuLer Program. As g yesult, sccomnts payable are not belng liguida~
ted. Some of the comutay vra3rar daficiencies have been corrected and
the old balances are boing ressavched., Officials of the Accounting
Hvizsion gald thau aotion would be zroquested to corvect the remalalng
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Inadequate document comtrol i . ‘ :

Tae control over docurents brought to the data processing

‘section for pumnching is insdeguste. The Director of the Accounting

Ddvision stated that 2 mesting with agencoy parsennel Ras heoen scheduled
to discuss improved document coniyel. o

Balay ip processing secelot decuncuts results
in exciuvsion of Iighilities from wontbly Teports

The intervel between the physical yeceipt of materisl md
its entry into the fimancizl records has Heen roduced from eishteecn
to geven calendar days. Howovar, seterisl recoived toward thae end
of the month still is not recorvded a8 =1 accrued expenditurs until
the nmubgequant moath, except for DSA mateylal which may have bheen
aceruad basad on Billings. Ve recommond that NSCIPY efficials con-
tinue to ovorsee this avea to imsure thet all practical cfforis ave
made to includs applicable trancactions in ths monthly roports.

Inaccurste reconciliation repowt -

. The stock fund Reconcilistlon Report (HAVCOMPT Torm 2036) for
the quarter ended Juma 308, 1971, contaivned unraconciled éifferences
which were lsbeled a3 Apyil, ¥ay snd Junme 1971, but actuslly applisd
o pariods dating back to 1969, lavy Compiyolier instructions pa-
aguive the reciplent of the report toe detemine if effective sction
ig belng taken to sliminstes wreeoshelled Gifferences. The reciplent
could do this bettey if the wnregoncilad differances had beon apad

corractly on the veport, This matter was brought £o the attention

of Accounting Division personnel and approprista corzactive action
has been taken. . : ’
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Wz wish To thank you and your staff for the cooperation extended
to us duving our survay. If you have any questions concemaing ¢his
letter, we wonuld bo plessed to discuszs them with vou. '

A copy of this letter is being fumished to the Asadstent
Sacretary of the Navy (Financlal Vanagement} and the fssisthant
Secretary of Defense (Comptyoller). - - , C gt
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Sincaroly yeurs,

k - JOSEPH EDER

o o o Joseph Bdew
‘ ‘ ' . Teglonal HManagey
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