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FOREWORD

This study offered the Research Analysis Corporation the

opportu,iLty to examine a variety of critical problems affecting the

management of industrial plant equipment under the control of the US

Army Materiel Command. The RAC study team addressed this problem

by taking the following steps: identifying the variety of criticisms

that had been made over a span of several years by various Government

auditing activities; associating these criticisms with specific under-

lying problem areas; associating an order of priority as to the scquence

in which these problems should be resolved; and then proposing spec!ific

system changes to effect soluLions for the problems with the higher

priorities. This report documents how this was done and contains a

series of proposed system changes which are noteworthy not only for

their definlt Lveness and clarity of presentation, but also for the

fact that they encompass organizational levels from the Department of

Defense down to individual operating activities within the US Army

Materiel Command.

Frank A. Parker
President
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SUMMARY

PROBLEM AND STUDY OBJECTIVE

Pv'oblem

Numerous inquiries during recent years by yarious investigatory agen-

cies have continued to indicate that the e are deficiencies in the manner

and extent to which the Army has managed its current inventory oý industrial

plant equipment (IPE), for both current production and mobilization reserve

purposes. The Army needs a better sys~tem for managing IPE to improve ito

operations and reduce the criticisms f~om these auditing agencies.

An ancillary problem was assigned by the Chief of Staff, Headquarters,o

Army Materiel Command (HQ Ai4C), namely, to examine possible organizational

alternatives within AMC that would permit the i~tegration and control of

all IPE activities under a single management.

Objective

Primarily,, to structure in order of importance IFt management areas

that were designated as problem areas by Goverrnment auditing agencies and

to identify the causes of •hese problems and dJays in which they can be

corrected. Ac ievement of Zhe study objective would provide the Army with

an improved system for the management of IPE and reduce or eliminate crit-

icisms from the auditing agencies.

FACTS

IPE is.ýefined as "...that part of plant equipmený with an acquisition

cost of $1,000 or more; used for the purpose of cutting, abrading, grinding,

shaping, fcrming, joining, testing, measuring, heating, treating or other-

wise altering the physical, electrical or chemical properties or materials,

components or end items, entailed in manufactu -ing, maintenmice, supply,
* lt



processing, assembly, or research and development operations..." (Ref 1s

para T3 102. 11).
It is important that an adequate quantity of IPE be available to the

Government and its contractors for their use. The Government furnishes

IPE to defense contractors to augment their capabilities to produce end

items and components for the military. This type of IPE is referred to

as "Government-furnished IMS." In addition to contractor-used IFE, the

military uses IPE for manufacturing, maintenance, processing, and in re-

search and development (R&D) operations.

The Army is the second largest holder of in-use IPE, with 30 percent

of the DOD inventory. The Navy holds 44 percent and the Air Force 24

percent. With reference to layaway lineso however, the Army is the largest

holder of IPE. It holds 96 percent in standby lines, 83 percent in active

bsse packages, and 75 percent in package plants. As a major holder of IPE,

Army mauagenent of IPE has been subject to severe criticism.

DISCUSSION

Eight studies2 -9 that examined the management of IPE by the Army and

other services have been conducted since December 1966. The studies have

been conducted by the Government Accounting Office (GAO), Office of Assistant

Secretary of Defense (OASD), Defense Supply Agency (DSA), and Army Audit

Agency (AAA). Three studies in particular were directed at the Army's

management of IPE. One study concerned inactive IPE at arsenals, another

addressed active and inactive ITE at AruW installations and contractors,

and the third examined the management of idle IPE in mobilization reserve

packages. The remaining five studies examined contractor and service

requisitioning, utilization, maintenance, disposal, and reporting of IE

for both in-use and idle IPE. These audits have shown a need for overall

improvement in the Arwyl' management of IPE. Literally thousands of pages

have been devoted by the auditing agencies to the identification of hundreds

of criticisms of the services' management of IFE. Many of these criticisms

were duplications that occurred year after year. A method was needed to

identify the moat fundamental and important of the criticisms of Army

management of IFE.

The study approach to developing an improved Army asset visibility

2



and control system consisted of the following six steps:
(1) The life cycle concept of equipment was used as the basic frame-

work for structuring the logistic functions related to IPE managemont.

Eighteen management functions were delineated. The criticisms of Army

management of IPE were analyzed against these functions.

(2) Current Department of Defense (DOD), Department of the Army (DA),

and Army Materiel Command Regulations (AMCRs) were reviewed for IPE management

policies and procedures.

(3) The Navy and Air Force systems for IPE management were compared

to determine whether the Air Force or Navy had techniques that could be

adopted by the Army.

(4) A comprehensive examination of the hundreds of auditing agency

criticisms of Army management was conducted to determine the nature and

causes of the criticisms. The criticisms were categorized as critical,

important, or less .mportant according to criteria developed by the study

group. Nine critical and important problem areas were identified for

resolution. They are shown in Table 1.

(5) An analysis of Army management methods was made to determine

what controls were required to resolve these problems. Two types of controls.

were examined, i.e., controls to prevent the problem, and headquarter's

reviews of performance.

(6) Suggestions for system changes to policies and procedures were

formulated to improve IPE asset visibility and control and reduce the

auditing agency criticisms of Army management of IPE.

With respect to the problem cf datermining possible organizational

alternatives within AMC that would permit integration and control of all

IFE activities under single management, two possible alternatives were

suggested for consideration. The study team was instructed to pay par-

ticular attention to the question of consolidating all IPE activities

*• under tho Installations and Services Agency (ISA) or the Production Equip-

ment Agency (PEQUA), both of which are physically located at Rock Island,

Illinois. Consideration was given not only to current organizational

systems of the Army, Navy, and Air Force for managing II2E, but also to

the organizational systems within the three services for managing equipment

in general. Particular recognition was taken of the fundamental procedural

VAC&



Table I

CRITICAL AND IMPO1MAT PROBLEM ARFAS

Rank IPE problem area

DIPEC not screened prior to purchase

Deficient management of mobilization
Critical reserve package inventory

Inventory records inaccurate and
incomplete; inventory improperly
administered

Inadequate review and recertification
of mobilization reserve packages

Inventory reporting inaccurate and
incomplete

Inadequate surveillance to assure
maximum use of IPE and reporting
of idle IPE

Important
Loaned IPE renders mobilization
reserve packages incapable of
meeting production needs

Excessive repair costs, poor
maintenance records, noncompliance
with and weak procedures for
preventive maintenance

Underreporting of idle/exceso IPE



*LI

differences for managing Government equipment in the hands of contractors

as opposed to equipment In the hands of military activities.

CONCLUSIONS

More than fifty-four system changes were proposed by the study team

to improve the Army's management of IPE. Solutions to the critical and

important IFE management problem areas are presented in Table 2 in summary

form. With respect to possible organizational alternatives within AMC

that would permit the integration and eontrol of all IPE activities under

single management, it was concluded that the majority of IFE management

functions relating to in-use and layawas, IPE at military facilities should

be integrated under the Directorate of Installations and Services (I&S),

H Q AMC, and the ISA. The majority of IPE management functions relating

to in-use and layaway IPE at contractor plants chould be integrated under

the Procurement Policy Division, Directorate of Requirements and Procure-

ment (R&P), HQ AMC. While the foregoing is considered to be a practical

long-term solution to the question of how far HQ AMC should go in integrating

and coordinating all IPE under a 3ingle management, the need for immediate

coordination in the implementation of the system changes proposed herein

requires an interim organizational concept. The study team suggests that

the Directorate of R&P be designated as the focal point for IPE matters

with specific responsibility fox' coordinatirn through to implementation

the system changes proposed by the RAC study team and approved for

adoption by HQ AMC. When the proposed system changes have been adopted

or discarded, in the majority or in toto, then the proposed long-term

organizational solution may be instituted by HQ MC.

!5
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Table 2

SUMMARY OF PROPOSED SYSTEM CHANGES TO IlWROVE
A4WV MANAGEMENT OF IPE

IPE problem area Proposed system chamgeo

1. Deficient management Mobilization requirement and package
of mobilization production capability identified to
reserve package determine excess inventory
inventory

Replacement dates required for replacing
IPE shortages in package

Repair dates and couts identified where
maintenance action is required

Justification required to substantiate
differences between reported and actual
inventory; action required to bring
Defense industrial Equipment Plant Centeo.
(DrPEC) and Army quantities into balanca

Replacement date for reactivated M
required to reconstitute package
capability

2. DIPEC not Contractor must obtain CKA from the
requisitioned and administrative contracting officer (ACO)
certificate of prior to procurement
nonavailab ility
(amA) not obtained Property administrator (PA) must inspect
prior to purchase contractor acquisition process for NMA
of IPE prior to procurement

DIPEC to send a quarterly report of
violators to ACO for effecting
corrective action

Aray ACOs to conduct 100 pcrcent inspection
of industrial equipment costing over
$25,000 for proper IFE identification
and COA

Distallation equipment manager to assure
receipt of CNA before requesting IPE
pro curc ment

NICP item msaeger to reject requisitions
without CNA

6
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Table 2 (continued)

ME problem area Proposed system changes

2. (continued) Loca•. procurement bctivities to reject
purchase requests without NA.

Command Supr•y Discipline Program to
examine for CNA

DIPEC io to send a quarterl4 report of
Arui violators to HQ AMC for action

Commad Equipment Management Program
Review (CFVR) to conduct a 100 percent
inspection of industrial equipment costing
over $25,000 for proper IPE identification
and CNA citation

3. Inventory records DIPEC to provide PA and procuring
inaccurate and contracting officer (PCO) with a listing
incomplete; of contractor IPE holdings
inventory
improperly DIFEC to perform systematic inventories
asdministered and reconcile records to contractor

records/holdings
4. Inventory reporting

inaccurate and The plant clearance officer to asoure
incomplete transfer reporting after IPE shipment

and disposal

Disposal reporting requirements in
regulations brought into agreement

DIPEC to provide PCO and ACO names of
contractor operations in which there is
late or nonreporting of IPE receipt,
transfer, and disposal

PA's annual system survey expanded to

review timeliness of contractor reporting
of IPE receipt, transfer, and disposal

Installation equipment manager to assure
time3.y reporting of XPE receipt and
transfer

Regulation revised to provide for
notifying DIPEC of transfer

7
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Table 2 (continued)

IPE problem area Proposed system changes

3 and 4 (continued) DIPEC to provide HQ AMC names of
installations that violate reporting
requirements to effect corrective action

Regulations changed to require Property
Disposal C .. cer (PDO) to report disposal
within 3 . .

DIFEC to provide Arqr installations with
li.st of holdings by UIC to facilitate
IPE location

DZPEC to perform systeuatic inventories
and reconcile DM'EC records to reflect
Army records/holdings

5. Iradequate Mobilization contractor and/or Government
recertification and plant maintaining mobilizatiun reserve
approval of package identified on management control
Smobilization form
reserve packages

Date of production agreemont with
contractor identified to reduce/eliminate
delays in negotiating production
agreements

6. Loaned IPE renders Return or replacement date for monitoring
aobilization return of loaned IPM required on management
reserve package form
incapable of meeting
production goal

7. Inadequate DA establish policy on ME utilization
surveillance to
assure maximum use Long-term tests to be instituted by type
of IPE ol user to: (1) establish concepto and

procedures for most efficient and economical
use of IPE; (2) determine areas of best
application of utilization history data;
(3) determine efficacy of utilization
standards; and (4) determine trade-off
economics for coLlecting; analyzing, and
applying utilization history data under
various processes

S:lql I ... ' ]11'1'1 rl""llli']Pit 6



Table 2 (continued)

ME problem area Proposed system changes

T. (continued) Use time meters on high-priced IfE, i.e.,
1 $25,000

AMC Inspector General (IG) inspection
relating to 3 to be eliminated

The DA Equipment Survey Program for AMC

activities to be subsumed under the CIPR

CBFR1 procedures changed

HQ AMO to emphasize control of Government-
owned contractor-operated/contractor-
owned contractor-operated (oOCO/COCOs)
with $10 million or more of Government-
owned IPJX. Additionally conduct 100
percexnt sampling when su.rveying IPE with
acquisition cost a $25,000. Use modified
Defense Contract Administration Services
(DCAS) checklist form for survey results
sent to HQ AMC

8. Underreporting of Regulation to be changed to assure
idle/excess ='E adherence to new reporting requirement,

to reflect criteria for application, and
need for 100 percent sampling during walk-
through

Use management indicator to monitor
adherence to reporting of equipment as
idle or excess

Change regulations to clarify definitions
of idle and excess equipment and reporting
requirements

Change regulations to distinguish between
military services and DIPEC use of idle
and excess terms

CEMPR Guideline to review M.E in 3H
status codo

S9
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Table 2 (continued)

IPE problem area Proposed system changes

9. Excessive and Compare actual and estimated repair costs
uneconomical repair
costa; poor Expand regulation to require requisitioning
maintenance records; for replacement before major repair
noncompliance with
and. weak preventive Major repair defined in regulation
maintenance procedures

Maintain record justifying expenditure
over limitations

Additional approval required for repairs
exceeding repair cost limitations

Regulation revised to clarify repair cost
limitation

DIPEC to provide additional data for IPE
availability

Expand regulation to require automation
of maintenance and prcventive maintenance
(PM) programs at all major AMC
installations

DOD, DA) and AMv to resolve status of
draft publications on IPE maintenance

AMC to review local regulations fox'
compliamce with AMC policy

DA to publish guidance for developing IPE
PM procedures

Regulation to be clarified to permit use
of existing maintenance record forms

10
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ABBREVIATIONS

AAA Army Audit Agency

AGO administrative contracting officer

ACSFOR Assistant Chief of Staff for Force Development

AF Air Force

AFEMS Air Force Equipment M'na ement System

AFLC Air Force Logistics Command

AlF Army Industrial Fnd

AMA Air Materiel Area

AMC Army Materiel Command

AMCR Army Materiel Co~mmnd Regulation

AMP Army Materiel Plan

AR Army Regulation

ARD Automatic Release Date

ASA (I&L) Assistant Secretary of the Army, Installations and Logistics

ASD Assistant Secretary of Defense

ASPR Armed Service Procurement Regulation

BEH0 Bse Equipment Management Office

BpS Base Ratention Study

CEMO Command Equipment Management Office

CUMPR Command Equipnent Management Program Review

CENT Command Equipment Management Teams

Ca Commanding General

CNA certificate of noravailability

CHM Chief of Naval Material

Coco contractor-owned contractor-operated

CSDP Command Supply Disciplinc Program

11
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I
DA Department of the Army
DCAS Defense Contract Administration Servirces

DCNM Deputy Chief Naval Material

DCS Deputy Ch•rif of Staff

DOS!OG Deputy Chief of Staff for Togistics

DOS Sys & Log Deputy Chief of Staff Systems & Logistics

DIPEC Defense Industrial Plant Equipment Center

DIPR/NIPR Departmental Industrial Plant Reserve and National
Industrial Plant Reserve

DLSC Defense Logistics Support Center

DOD Department of Defense

DODI Department of Defense Instruction

DSA Defense Supply Agenny

DSAM Defense Supply Agency Manual

EMO Equipment Management Office

GAO General Accounting Office

G0CO Government-owned contractor-operated

(OGO Government-owned Government-operated

GSA General Services Administration

I TEW Department of Health, Education, and Weifare

IHQ, AMC Headquarters, Army Materiel Comnand

I&L Installations and Logistics

I&S Installations and Services

ICP inventory control point

]1 installation equipment

IG inspector gerneral

IPE industrial plant equipment

ISA Installations and Services Agency

MSC major subordinate command

MTDA Modification Table of Distribution and Allowances

MTOE Modified Table of Organization and Equipment

NAEO Naval Air Engineering Office

NARF Naval Air Rework Facility

NARO Naval Air Engineering Office

NAVAIRSYSCOM Naval Air Systems Command

12



SAVCCMP Naval Comptroller

NNAVCOMPWAN Naval Comptrol ,xr. Manual

NAVMATCOM Naval Material Command

NA'IRO" iaval Material industrial Resyurces Office

VORDSYSCOM Naval Ordnance Systems CommsMd

VSHIPSYSCO(M Naval Ship Systems Command

NICP National Inventory Control Point

NOISD Naval 0.dnance Industrial Systems Division

NPO Navy Purchasing Office

NWISO, Naval Weapons Industrial Support Office

UASD Office of the Pssistant Secretary of Defense

OMA operations and maintenance, Army

PA property administrator. '1
PCO procurin6 contracting officer

PDO property disposal officer

PEMA rocurement of Equipment and Missiles, Army

F'QUA US Army Production Equipment Agency
PM Preventive Maintenance

PPB planning, programming, budgeting

R&D research and development
ý'R&P requirements and procurement

RDE research, development, and engineering
RDTE , research, development, test, and engineering

RVP reutilization value percentage

SAG Study Advisory Group

SPEED System-wide Project for Electronic Equipment ot `-poos

TAADS The Ar Authorization Documents System

TAMMS The Army Maintenance \Management System

TIB technical bulletin

'ýTDA table d" distribution and allorances

TECOM Test and Evaluation Command

TM technical manual

TOE tablu of orgnnization and equipment

UIC Unit Identification klode
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Chapter I

TNTRODUCTION

PROBLEM AMD 8TUDY OBJECTIVE

Problem

Numerous inquiries dur'ing recent years by variou3 investigatory

agencies have continued to highlight •eficiencies in the manner und

extent to which the Army has managed its currept inventory of IEE, both

for current production and for mobilization re erve purposas. The Army

needs a better system for managing IPE tc improve its operations and reduce

the criticisms from these auditing agencies. I

Ob ecti e

The objective of the study effort was to structure in order of

importance IFE management areas that were designated at problem areas

by Government auditing agencies, and toridentify the causes of these

.,problems and ways in which they can be corrected.- Achievement of this

objective would enable the Army to improve the system fo• the management

of IPE and reduce or eliminate c iticisms from the auditing agencies.

BA~CKGRlOUND

.DOD-Army Inventory of IPE

IPE is used in the manufacture and maintenance of end items and com-

ponents1 of materiel. It is important that an adequate quantity of IPE be

available to the Government and its contractors for their use. The

Government furnishes IPE to defense contractors Lo augment their capabilities

to produce end items and components for the military. This type of IPE is

Ci
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referred to as Government-furnished IFE. In addition to contractor-used

Im", the military uses IE for manufacturing. maintenance, processing.,
i and in R&D operationa.Ii I is defined as "...that part of plant equipment with an acquisition

Scout of $I,000 or more; used for the putrpose of cutting, abrading,, grinding,I~
shaping, forming, Joining, testing, measuring, heating, treating or other-

wise altering the physical, electrical or chemical properties or materials,

compon•'nts or end items, entailed in manufacturing, maintenance, supply,

processing, assembly, or recearch and development operations..." (Ref 1,

para B i02.11)
IPFE within DOD as of 31 March 1970 amounted to over $4.2 billion,

as shown in Fig. 1. The dollar value of active IPE accounts for most of

tnin total. Active IPE is -that which is currently in use. IPE designated

as part of a package refers to IPE in mobilization reserve packages, commonly

referred to as "layaway lines," which i&,y be used for future production of

end items or components of materiel. This reserve production capability

is required to augment actual pod-aotion during national emergencies. The

idle IPE shown in Fig. I refers to IPE within DOD that is not currently
being used and is available for reallocation to users.

Figure 2 shows the distribution of active M within DOD. The Army

is the second Jargest holder of actile 11p, with 30 percent of the inventory.

The Navy holds 44 percent and the Air Force 24 percent. With reference

to layaway lines, however, the Army is thu largest holder of IPE (Fig. 3).

It holds 96 percent in standby lines, 83 %rcent in active base packages,

and 75 percent in p&ckage plants. Each type of layaway line designates

the type of facility holling the IF and tb h ability of the line to be

activated as a complete production unit.

The dispersion of active and idle IPE within the Army is shown in

"Table 5. AMC is responcible for over 97 percent of the Army's IPE. It

is held at contractor-operated facilities, Army arsenals, R&D facilities,

depots, support centers and storage points. There is a difference in the

method of IPE management at these facilities. Contractor-operated facilities

using IPE are governed by the Armed Services Procurement Regulations (ASPRs)

whereas AMC facilities are governed by Army Regulations (ARs) and AMCRs.

15
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Package Package
30,418 Lease/loan Idle $428,657,000

Ide911 $216,072,000 /Lease/loan
19,74 8$17,040,000

Totals 446,759 Itemns Totals $4,247,496,000I

Fig. 1-Total DOD Inventory, 31 Mar 7

DSA & Misc. (24%) (30%)
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Navy 6Navy 2
(4%) (4

(75%) (96%) (e3%)

Total Plantas 151 Total Lines: 45 Total Packagess 30

Fig. 3-Distribution within DOD Gf Layaway Lin"s
31 Mar 70, by Type Line
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DOD Organization for IFE Management

A comprehensive discussion of departmental organizations for IPE

management is provided in Chap 7. A general description is given below.

The principal levels of management for the three services is shown in

Fig. 4.
Air Force Organization. At the Department of Air Force level, the

Deputy Chief of Staff for Research and Development (Dos R&D) is concerned

with contractual efforts (e.g., COCO and GOCO), as wUll as those Air Force

military activities engaged in research and development. The Deputy Chief

of Staff for Systems & Logistics (DSC Sys & Log) is concerned with all other

Air Force facilities. The counterpart of the DOS R&D at the next level io

the AF Systems Command, which controls, in a line capacity, the test and

special weapons centers, the laboratories, and the management of contracts

relating to R&D as well as production efforts.

The AF Logistics Command (AFLC) is the counterpart of the DOS Sys &

Log. It controls the air materiel areas (AMAs), which are somewhat ana-

logous to the Army's commodity commands minus their R&D missions. At thc

headquarters level, AFLJ, the Directorate of Materiel Requirements under

the DCS Materiel Management plays a key role in equipment management.

Navy Organization. The office of the Deputy Chief of Naval Operations

(Logistics), does not concern itself with IPE, per se. The AMC counter-

part within thu Navy is the Naval Material Command. IPE in the hands of

contractors is administered through the Contracts Administration Division

of the Deputy Chief of Naval Material-Procurement and Production, whereas

IPE in Naval Facilities is controlled by the Directorate of Installations

and Industrial Resouarces under the Deputy Chief of Naval Material Logistic

Support. The Naval system commands-the rlosest Navy counterpart to the

Army's commodity commands--perform in a line capacity to the Chief of

Naval Material. The largest users of IPE within the Navy are reported to

be the Air Systems Command, the Ordnance Systems Command, and the Ship

Systems Coumand. Broad guidance is disseminated from the Deputy Chief

of Naval Material (DCNM) level. Each systems command is organized uniquely

and interprets the DCNM policy and guidance for application to the facilities

under its control. The Naval laboratories are control).ed by the Director

of Navy laboratories under the DC14 for Development.

19
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Dept. of Army Dept. of Air Force Dept. of Navy

Chief of Staff Chief of Staff Ch[eaf f Naval Operations

AryatrIaIAir Force Air Force Naval MaterilI
Commaid (AMC) Logistics Systems Command (MATCOM)

Command |Command

(AFLC) (A FSC)

Commodity Air Material I Naval Systems JCammands Areas (AMAs) Commancl (SYSCOMi)

CustMomrs Csti omrs r-tMors

Fig. 4-Cor parison of Logi-,,tlcs Organizational Sttuctues
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Army Organization. Figure 5 illustrates the principal activities

within DA that participate actively in IPE management. At the DA level,

the Deputy Chief of Staff, Logistics (DCSLOG), promulgates policy for

IPE management "s related to the Industrial Pi'oparedneas Program. This

polioy affects arsenals and contractor facilities at the AMC level, It

has no impact on AMC facilities such as laboratories, maintenance depots,

proving grounds, etc.

Control of the planning, prograimaing, and budgeting aspects of IPE

management rests at the HQ AMC level with three principal directorates:

the Directorate of R&P, which has responsibility for the FPIA funds, the

Directorate of RDE responsible for RDTE funds, and fins.ly, the Directorate

of Maintenance which has responsibility for operations and maintenance, Army

(O&MA) funds. Two divisions of the Directorate of R&P participate actively

in IFE management. The Procurement Policy Division concentrates on policy matters

relating to IE management in contractor operations. The Industrial Pre-

paredness Division is responsible for consolidating equipment requirements,

including IFE, for PEMP funded purposes, including the contractor require-

ments but excluding IMMA funds for IPE to be used in maintenance depots.

The Special Assistant for Depots has cognizance over the depots. Commodity

commands, under which the arsenals operate, report to the Commanding General/

Deputy Commanding General, Hq AMC.

PEQUA is a Class II activity that repo.rts to the Directorate of R&P,

HQ AMC, PEýUA is largely limited to those activities falling within the

Industrial Preparedness Program. it is active in the coordination and

evaluation of proposed lay-away programs, modernization programs, and manu-

facturing methods and technology programs.

ISA is also a CJass II activity. It reports to the Directorate of

I&S, HQ AMC. ISA's mission ip to serve as the technical a•m of the

Directorate, IV.S, HQ AMC. The equipment Management Branch of this agency

has responsibility for equipment at insttillations.

Defense Industrial Plant Equiment Center. DIPEC operates under the

direction of the Director, DSA and mawegos the DOD IFE program to ensure

the reutilization of available assets. It is responsible for the com-

position, maintenance, and control of a balanced reserve of IPE. Its

responsibilities include technical direction of central storage 81tes,

21
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maintenance of the mster inventory of all IFE, centralized inventory

control of idle IPE, development of a uniform system of equipment coding,,

recording and reporting, and monitoring the dispoeal of rixcess IPE.

AUDITING AGENCY CRITICISMS OF ARMY MANAGFENT OF IPE

Because of Congressional interest in the management of Government-

owned IPE9 various auditing agencies are constantly reviewing the Army,

Navy and Air Force's management of IE at service installations and

contractor operations. Eight studies 9 have been conducted bince

December 1966.

Three studies in particular were directed at the Army's management

of IPE. The May 1968 study was concerned with inactive IPE at arsenals,

the 'ovember 1969 study addressed active and inactive IPE at Army installations

and contractors, and tha October 1970 atudy examined the maragement of

idle IFE in mobilization reserve packages. The other five studiHes examu.ned

contractor and service management, ',tilization, maintenance, disposal,

and reporting of ':FE. The studies have examined the management ftrictions

associated with IlE including acquisition (requisitioning and procurement),

utilization, maintenance (of active and in storage IPE), modernization,

reporting, and mobilization. During their studies the nuditing agencies

visited service installations and contractors to review management practices

for adherence to prescribed regulations. Within the Army the audits have

almost exclusively concentrated on IPi management at AMC facilities, or

AMC-controlled activities, e.g., COCO and 3010 facilities. %,his war to

be expected since AMC is responsible for almost all Arqr reported IPE.

AS!3UMPTIONS

Auditing agency criticisms of IE management were accepted at face
value. A RAC audit of AMC manwgement of IFE was not proposed since so

many studies had already been performed, It was assumed that the problem

areas had been correctly identified, h±owever, the study group realized

that some of the criticisms were of questionable validity and that others

had been refuted. All criticisms were considered only to assure that all

possible areas of AMC IFE management were subject to RAC review for possiblc

improvement.
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SCOPE

This study concentrated on Identifying and providing solutions to

those most critical and important IPE management problem areas that have

plagued the Army during the past 6 years. These areas of IPE manage-

ment deficiency have been continually criticized by various Government

auditing agencies. Suggested chnrtges to improve the AMC management of

IPE were proposed, to be implemented insofar as possible, within the

framework of existing DOD/D3A/DA and AMC regulations.

During the course of the study, several other problem areas were

identified but were mutually agreed between RAC arid the client not to

be within the purview of the study. These problems included: (1) the

ambiguity in definition of IPE; fluctuations in Federal supply classification,

(2) questionable validity of the dollar breakpoint in IPE 3esignation,

and (3) the lack of uniformity among services in item coverage.

APPROACH TO ACHIEVING STUDY OBJECTIVE

The study approach to developing an improved IPE asset visibility

and control system is illustrated in Fig. 6. The most important aspects

of the approach are discussed below.

(1) The life cycle concept of materiel was used as the basic

framework for analyzing the logistic functions relating to Army IPE.

(2) The prevailing DOD, DA, and AMOR regulations were reviewed for

IPE management policies and procedures.

(3) The IPE management systems of the Army, Navy, and Air Force

were compared.

(4) An extensive examination of auditing agency criticisms of Army

management was conducted to determine the nature and causes of the critic isms.
(5) An analysis of Army management controls was made to determine what

controls were required to develop an improved system for Army management.

(6) Suggestions for system changes to policies and procedures

were formulated to improve IPE asset visibility and control and reduce

auditing agency criticisms of Army management of IPE.

Each of these aspects of the study approach are described in more

detail below.
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Auditing
Agencies
Criticisms

Current Army, 1
Management
System!

Life Cycle
Flow Ckarts Improved IPE

Asset
Control Analysis AsVseblty n

VIi1611ty and

Regulations C lControl System

Air Force
and Novy IPE
Management

Systems

Fig. 6-Methodology for Developing an IPE Asset

Visibility and Control System
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Life Cycle Concept

The management of IPE was correlated with the phases used for the life

cycle of materiel to assure that all areas of management during the existence
of IFE were identified. This included the life cycle phases of requirements

determination, acquisition, distribution, maintenance, and disposal. Within
each of these phases IPH management functions were defined. A total of

eighteen management functions, shown In Table 4, were identified.

Definitions of these functions are given in App A.

Figure 7 shows the generalized concept for IP management that was
developed by the study group. The heavily outlined boxes in the flow

chart indicate the problem areas that were addressed during the study.

Current Army System for IPE Management

A comprehensive set of 19 flow charts was developed by the study
group to depict current Army processes of IFE management. Each flow chart,

however, did not describe just one of the 18 management functions since

one chart can illustrate uore than one function. Three flow charts dea-
cribed tha requirements life cycle phase and illustrated the authorization

process, military supply system, and funding documentation. The acquisition

phase was described in terms of requisitioning, procurement, and IPR transfer.

The distribution phase accounted for the majority of flow charts and included

illustrations of mobilization reserve package management, processing loans

to other users, storage and transportation, reporting, inspection, and
contract termination. The maintenance phase portrayed maintenance oper-

ations for both active and idle IPE. Disposal (i.e., IPE disposition)

was illustrated by plant clearance and base closure operations. Other

flow charts illustrated the life cycle concept for IPE management from the

property administrator's viewpoint.

The flow charts have had useful applications. They are the first set

of flow charts ever developed that depict the Army's management of IPE
over the life cycle. Second, they provide an overview of the functional

responsibilities of organizations both internal and external to I`-- Army
and serve as a basis for communication between these functional ucganizational

elements. Third, they serve as a base line for avaluating the Army's IPS

management system and for identifying system deficiencies, system responsibilities,

26



Table 4

FRAMEWORK FOR ANALYSIS
OF AU71TING AGENCY CRITICISMS

Life Cycle Phases IPE Management Functions

Requirements (Planning, Operational Requirements Determination

Programming and Budgeting Mobilization Requiremeints Determination
Authorization

Identification

Requisitioning
Acquiuition Procurement

Loan/Lease (Receipt)
Receipt

Propprty Accountability
Utilization

Distribution Redistribution
Loan/Lease (Out of iayauay)
Storage and Shipment

i Preventive MaintenanceSMaintenance Rep~air
itncOverhaul/Rebuild

Idle/Excess ReportingDisposal (Disposition) Disposition

27
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and redesign of the syetem. Fourth, they scrve as a coprcomn~ive dia-

j gram of IXP management that can be incorporated into Army regulations.

Lastly, they serve a3 a training aid.

Prevailing ReEulations. Directives. arid Memorandums

Considerable study effort was devoted to analysis of the multitude

of regulations, directives, and memorandums pertaining to IaE. Mary of

these regulations were overlapping and several were conflicting. A

distinction was made between regulations for contractor operations (e.g.,

governed by ASPR) and DOD, DA, and AMO regulations that govern Army

activities. The regulations, directives, and memorandums were reviewed for

policies and procedures prescribing INE management.

*• Air Force and Navy IN Management Systems

'. Thu Air Force and Navy systems for IFE management were investigated.

,. The study group sought useful techniques that could be used in Army manage-

ment of IFE. Applicable Air Force and Navy manuals, rebn.lations, and

memorandums were reviewed and interviews conducted at various echelons of

Air Force and Navy organizations to determine how these services were or-

ganlzed to perform IE management, where decisions were made, and the

nature of their controls for IN msnaGement. The manner in which they

* managed problem areas was of paramount importance to the study group in

A its analyeis and comparison of service management.

Audit.ng Agency Criticisms

As mentioned previously, eight studies 2 -9 have been conducted by various

* Government auditing agencies since 1966, which have criticized the management

of IPE at military and contractor operations. Literally thousands of pages

have been devoted by these agencies to the identifications of hundreds of

criticisms.

A method was needed to identify the most fundamental and important of

"* Athe criticisms. In reviewing these criticisms the study group assumed that

"* the problems did exist as portrayed and that they had been properly iden-

tified. The criticisms were accepted at face value although it vas realized

* that some were of questionable validity or had been refuted by the Army.
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They were considered to ensure that all possible areas of IPE management

deficiencies were identified. The criticismi were structured by IPe manage-

ment function within life cycle phases.

In order to identify the most imnrotant and long lasting of the

problem areas, criteria were developed for ranking the criticisms. The

criteria are shown in Fig. 8. The criteria reflect elements having a high

interest value to the DOD and DA since they affect the Ara's capability

to perform its mission and operate with reasonable economy. Three

categories of problems were identified-critical, important, and less

important. In order to qualify as critical, the problem had to affect

at least four of the criteria. For example, an inventory problem that is

critical affects the Army's ability to perform its mission, large dollar

values of IPE, many Army or contractor organizational elements, and DIIMC's

reutilization mission. Table 5 lists the resulting array of critical,

important, and less important IFE problem areas.

At the direction of the Army's Study Advisory Group, the study teaul

concentrated on solutions to problems designated as critical and important.

Each problem area was expressed as a surmnary problem statement (e.g.,

deficient management of ASD inventory) but could represent from 1 to 10

different criticisms within the same area. An example is given for "deficient
management of ASD inventory" in Fig. 9, which represents five criticisms in

ASD inventory. They occur at contractor operations (COCO and GOCO) and Army

instollations (arsenals).

Analysis of Cortrol s ReqieLad

During this stage of the study, the current system for IPE management,

applicable regulations, auditing agency criticisms, and strengtbs and

weaknesses of the Air Force and Navy management systems were analyzed

collectively to determine the type of IPE control required for more effective

Army management of IPE.

Problem areas were evaluated to determine the type of controls the Army

applied. Two types of controls were identified. The first relates to

preventing the problems from occurring and involves a decision at head-

quarter's level for approval or disapproval. An example is inadequate

recertification of layaweays, and loans rendering layaway lines incapable
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CRITERIA FOR RANKING CRITICISMS

AFFECTSi

s Army's capability to perform Its mission
* Large S value of Army IPE
* Many Army/contractor organizational elements

e High operating costs for Army

a DIPEC's reutilizatlon mission adversely

Number of criteria
Categoly needed to qualify

Critical 4-5
Important 3
Less important 1-2

Fig. 8-Criteria for Ranking Criticisms
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Table 5
StNMARY OF IPE MANAGMNT PROBLEM

Bank IM problem area

Critical DIIEC not screened prior to purchase

Deficient management of mobilization reserve package inventory

Inventory records inaccurate and incomplete; inventory
Improperly administered

Important Inadequate review and recertification of mobilization reserve
packages

Inventory repo)ting inaccurate and incomplete

Inadequate surveillance to assure maximum use of IPE and
reporting of Idle IE

Loaned IPE renders mobilization reserve packages incapable of
meeting production needs

Excessive repair costs and poor management records

Underreporting of idle/excess IPE

Less Inadequate review of and economic justification for
important replacement/modernization

Projected industrial operational requirements not being sent
to DIPEC

Projected industrial mobilization requirements not being sent
to DIPEC

M=•TRTP requires modification to accommodate to DMPC
requisitioning procedure

Procurement operations deficient

Contractor exceeded 30-day criteria for initial reporting

Contractor use or rental of IPE not in best interest of
government

Unnecessary shipment to storage sites during realignment period

Noncompliance with and weak procedures for preventive
maintenance*

Items disposed of without DD Form 1342 sent to DIPEC

*3y direction of the client, the problem was incorporated for RAC study and
solution with the "important" problem, "Excessive repair costs and poor
maintenance records."
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Army
- - Air

Critical criticism C O C Ar- Depot Navy Force

senal R&D

a Deficient management of ASD'inverrtory

Reav.1ivotion/Loans of IPE rendered
S 2ASD Incapable of meeting purpose X X

o

i Number of ASI~s and IPE at facility
4 different from DIPEC number X X

Idle IPE retained with no Identifiable
2 mobilization requirement, held for

overall mission X

IPE retained in excess of ASD
production need X X X

OIPEC not screened for shortages
or unserviceable X

Fig. 9-Deficient Managemennt of ASO Inventory

*Army personnel have the practice of referring to niabi litation reserve packages of IPE as 'ASOD*.' This
came about 'is a result of the need for the Off Ice of the Assistant Secretary of Defense (OASO) to approve the

* estbiisrr~rof such a packoge. An approved mobilizotior, reserve package also was given a unique, desig.
nothig number by the OASD. In this and subsequent figures do well as the text, the More correct acronyin

* "ASD" has been used in lieu of *ASOD' to designate these packages,
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of meeting production goals. Anothtr type of control was designated as

a response to an auditirg agency ifnspection. Here HQ AMC riviewed the

major subordinate command's response to the criticism of the auditing agency.

This type of control is not as effective as a preventive control since it io

an after-the-fact review. It was found that although the sources of many

of the problems were at the plant or installation level the major subordinate

commands were expected to control I':E managcment problem areas with m.nimal

or no feedback to FQ AMC. Further, HQ AMC appeared to rely most heavily

on auditing agencies to e scertain the efi'ectiveness of the major subordinate

commands in controlling IPE management. It wae noted that there was a lack

of controls at vth the FO AMC level and major subordinate commands to

ensure that problem areas were resolved and that they would not reoccdr.

Data required for proper decision making, monitoring, and control was not

available at the HQ AMC level.

Suggested System Changes

Specific deficiencies were identified and suggestions developed to

resolve the problim areas in the current system for Army and contractor

management of IPE. These suggestions primarily took the form of changes

to existing organization structure, policy, and procedures.

Organization and Scope of Document

For purposes of problem study, solution, and presentation some of the

critical and important problems were aggregated. For example three of the

nine problems related to the general subject of management of IPE in mrbili-

zation reserve packages. Similar treatment wao afforded problems in the

genecal areas of prop-rty accountability, and to IPE utilization and

reporting of idle IFE. The nine critical and important problems have been

covered in succeeding chapters in the following manner:

Chapter
Problem Statement Coverage

DIPEC not screened prior to purchase 3

Deficient management of mobilization reserve
package invent-ory 2

Inventory records inaccurate and incomplete;
inventory improperly administered 4
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Chapter
Problem Statement Coverage

Inadequate review and recertification of

mobilization reserve packages 2

Inventory reporting inaccurate and
Incomplete 4

Inadequate surveillance to assure
maximum use of IPE and reporting of idle IPE 5
Loaned IPE renders mobilization reserve
packages incapable of meeting production
needs 2

Excessive repair costs, poor maintenance
records, noncompliance with and weak
procedures for preventive maintenance 6
Underreporting of idle/excess IPE 5

Chapter 7 has been devoted to a task assigned to the RAC study team

by the Chief of Staff, HQ AMC. Basically the study team was asked to

examine possible organizational alternatives within AMC that would permit

the integration and control of all IPE activites under a single management.

IPE management at present is organized largely along functional organizational

lines. The AAA took note that this method of managing IPE was a factor in

many of the problems they nad noted (Ref 6, para 2d). The problem, although

not related directly to problem findings of the investigatory reports 2-9

relates quite closely to the general subject of IPE management.
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Chapter 2

PROPOSED RESOLUTION OF CRITICISMS REIATING TO MANAGEMET
OF IPE IN MOBILIZATION RESERVE PACKAGES

NATJRE OF PROBLEmS/CRITICISMS

The Army's munagement of IiE in mobilization reserve packages bac been

subjected to three general types of problem, as described below.

Inadequate Process Recertification and A-proval of Mobi.lization Reserve

packages

.uditing agencies noted that the recertification and approval process

permitted the recertification and approval of mobilization reserve packages

for which a specific contractor or Government plant had not been selected

or reserved. The Army was also criticized for permitting excessive delays in

negotiating production agreements with contractors.

Deficient Management of Mobilization Reserve Inventory

Specific criticisms within this problem area included the retention

of IPE in excess of the Army's mobilization requirement either because

there was no identifiable mobilization requirement or bocause the IPE

was retained as part of the facility's wiscion support equipment. The IFE

represented an excess of production capacity for the mobilization reserve

package. Other specific criticisms included reactivation of IPE within

the mobilization rese 've package rendering it incapable of meeting ito

intended purpose; not screening DIPEC for mobilization reserve package

shortages or unserviceables; IPE requiring ,repalr; and differences between

DIPEC and Army records relative to the number of mobilization reserve packages

and IFE.
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Loaned E H AReaders Mobilization ResefOrve Pekages Incapable of Meetln
Intended Production Goals

Within this area of criticism auditing agencies faulted the Allrj for

lending IPE from mobilization reserve packages with no assurance of

their return or replacement. In addition loans were not reported to

DIPEC in order that DIFEC might adjust its IME inventory record to show

the possessor and location of the IPE.

CULRENT SYSTEM A1ND VAIJUATION---ARNY

Mobiliation -Reserye Package Becartification and Aro

Under the current system for mobilization reserve package recertifica-

tiozi and approval, Fig. 10 Col a, the major subordinate commnd (MSC)

prepares and reviews supplementary mobilization reserve paclkage data.

Tha supplementary data consists of the ASD approval number, end item, planned

producer and location, and the location of the IE. During recertification,

mobilization data is used for revistwing the need for the mobilization

reserve package. The major suborinarte comnander reviews the supplementary

data, mobilization requirements and production capability, and signs the

Format 13 (Certificationi - Package or Standby Line) which verifies that the

mobilization renerve package was reviewed and meets the retention criterion

of DODI 4215.18. This criterion specifies that the mobilization reserve

package is required to meet critical mobilization needs. The Format B

and the supplementary data are then forwarded to HQ AMC for approval by the

Director of R&1, who forwards it to the PTAM Division of the DOSLOO who,

ir turn, approves and forwards it thrcugh channels to OASD. The current

recertification process emphasizes the need for the mobilization reserve

package. Little attention is given to the integrity of the package or

'' condition of the IPB.

* .In effect, but only recently implementnd (see Fig. 10, Col b),

AR 700-90 (Ref 11, pp 5-10) requLres that an AGD Status Report, RCS DD

i&L (AR 642), accompany the Format B. The ASD Status Report is being

submitted annually with quarterly changen. It is used in conjunction

with and should be reconciled to the A.iny Materiel Plan (AMP) and the

Departmental Industrial Plant Reserve and National Industrial Plant

Reserve (DIPR/NIPR) iReport for identific.ation of the mobilization requirement

for the mobilization reserve package.
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CURRENT METHOD DWRECTED BY AR 700.901!

Format Dr

Form at I AlC

DA B AMC
DA B consodotlted

642

FormatFormat Bs

....-- • DIPEC - AMC -

AMC SP.6 consolidated

Requiemen ASO642
data from *qulpmaidtt'

AMP, aRS, ittCG SCBudget File

F.rmo, Bs

uordnat Producer. Mosodate

Command Location -- --
coad

End Item642

Location

a. b *

Flg, lO--Comparisn of Data Flows for Mobilization Re Shve Package

Reoertlficdtion and Management-
Current System Compared with System under Implenientetdo
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Management of Mobilization Reserve Packaje _Inventory

Mobilization r~serve package inventory is managed in the following

manner: voids are filled by sending requisitions to DIPEC. Tho voids

are surfaced when the mobilization resere package is reviewed or when a

contractor asks for IPE never given him as part of the package that was

negotiated.

Under the ASPRa, the reporting r' IPE in excess of Aimy needs in

mobilization reserve packages at contractor plants that are administered by

DCAS is the responsibility of adxinistering DCAS personnel. Excess mobili-

zation reserve paclkge IPE in contractor plants adminiotexred by Army

contracting officers is determined through ASPR pr'ocedures and staff visits

in which the IPE is reviewed. DIPEC Form 1.52 (IPE Inventory Record) has

been used for reconciling inventory not in central 6-orage, siYice DIPEC

is accountable for IPE in central storage. IPE that has been reactivated

from a package to increase current production of tho intended end item

appears to be of little concern to major subordinnte commands since the

TPE is used for the production of the intended end item.

Control of Loano from Mobilization Reserve Packages

The DIPEC sP-6 ASD Status Report is used by the AMC major subordinate

commands to review changes in IFE status (i.e., reactivation, intransit,

in reserve, deleted) and compare these changes with command records.

(However, because of the earlier cut-off date for the SP-6, these comparisons

are sometimes difficult to make.) IIE loans are controlled by reviewing

the request for loan (tnter/Intra-Departmental Request for Release of Equipment,

DD Form 770/770-1) to determine whether the requester's need is urgent.

The DD Form 770/7(0-1 is sent to PEQUA who monitors the return of IPE.

According to AR 700-90 (Ref 11, para 5-5m), loaned IPE should be replaced or
reLurned within 1 year and reactivations limited to 2 years (Ref 11, pars 5-51).0

Evaluation of Current System

The criticisms of the Army's recertification of mobilization re6ervei

package Find its lending of IFE affect both the major subordinate commando.

and HQ AMC. These management levels are actively involved in the review

and approval of recertifications and loans. With respect to these problem
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areas, both Q AMC ard the headquarters of the major subordinate command

have a means for exert,;,;,% preventive controls to assure that the problems

do not recur or are minimized. However, the auditing agencies have shown

that the problems peraist., indicating that management controls have been
ineffect ive.

Hq AMC lacks an effective control system to prevent these deficiencies

from recurring. The major subordinate command is expected to control

IPB management problem areas witb minimal feedback to HQ AMC. The latter

relies most heavily on audits to ascertain how effectively the major

subordinate commando have been controlling III management problem areas.

AR 700-9011 requires that major subordinate commande establish

controls and program reviews to ensure the proper management of mobiliz4-

tion reserve packages. This includes screening of DIPEC to fill mobilization

reserve package voids and to replace unserviceables, reporting of excesses

to DIPEC, ensuiring that condition codes are accurately detexmined and recorded,

th, laying away of IPE that i•. mechanically capable of performing its

required operation, keeping mobilization reserve packages intact (unless

HQ AMC approves exceptions), and having loans replaced within I year.

Without an adequate control system major subordinate commando lack the

ability to recognize and correct deficiencies in these management areas.

There is no system available for comprehensive managemsnt of mobilization

reserve packages nor is there a requirement for analyzing the integrity

of the package or its ranufacturing efficiency.

If the past continues to reflect the future, the Army can be assured

that the auditing agencies will continue to identify management deficiencies

in the areas noted above unless the major subordinate commanders adopt

a control system for identifying and correcting deficiencies before thoy

are surfaced by the auditing agencies.

CURRENT ATR FORCE AND NAVY SYSTEMS AND EVALUATION

Air Force

The Air Force maintains very few mobilization reserve packages.

Thus little data can be obtained from the Air Force for use in developing

an improved Army sy, ,a for tnese.
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The Navy does maintain mobiýization reserve packages. The responsi-

bility for control of individual mobilization reserve i ,ckages is frag-

mented between system counands and subordinate system's support offices.

The Navy Weapons Industrial Support Office (NWISý) acting for the Naval

Air System Command and Naval Ordnance Oystom Command prepares all Format A,

B, and Cs and manages Navy packages. The Chief of Naval Material (CNM)

and Naval Material Industrial Resources Office (NAVMIRO) review these formats

prior to their submission to OASD (I&L). Simila' to the Army they must

annually recertify mobilizatio4 reserve packages verifying that the
110

package/line still meets the established retention criteria of DODI 4215.18.

At present the Naval Air Systems Command has six mobilization reserve

packages. The •val Ordnance Systems Command (NAVORDSY$CCOM) has nine

mobilization reserve packages. The Naval Ordnance Systems Command budgets

for tv analysts who specialize in mobilization resurve packages. They

are atteached to the Naval Oxdnance Support Department (NOýSD), Crane, Ind.

These two specialists'Bspend several reeks annually at each plant analyzing

each of XAVORDSYSCOM's nine mobilization reserve packages. They perform

system surIeys, r,-.i.ew the DIMEC SP-6 ASD Status Report, NOISD, and \plant

records, and recommend IPE excessing and repair. These plants send 'a

dupitcate copy of thý original and changed DD Form 1342 (DOD Property

Record) to NOISD. NOISD specialists compale a computer printout of NOI D

DD Form 134P.s with the DIPEC SP-9 report and an inspection sample of IE

during p.1-nt visits.

Evaluatioh

The above suggests that AMC major subordinate commarads might consider

funding for participants of an inspection group either located at the

major subordinate command \or PEQUA. Members of this group would periodi-

0ally visit plants having Army mobilization reserve packages, review inven-

tory and loan , and aid in the preparation of data for mobilization reserve

package recer4ification.
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MiOPOSED' SYSTEM C~HAGES

A sy~tem for improving management of mobilization reserve packages

wn is developed. The sytitem, wh~ch addresses the three problem aroas

for which the Army has been criticized, prrivides data for the ccmprehannive

review of mobilization reserve packagen. Four r'eports are uncei in this~

system.

The first report is the exid~ting Format B recertification required by

OA SD.

The second report, Mobilization Reserve Packag3 Management DJata, i~n

a new report that ýis been developed by RAdJ for management control purpornr1

at. the major subordinate acmmand and HQ AMG levels.

The third report is th~e exist\Lng DIIEC SP-6 report, which has been'

,modified to include management control data.

The fourth report is the existing DIPEC Form 162 Industrial Plant

Equipment Inventory Record, which has bean 'mdified to verify the location,

status, and condition of IPA.

Under the proposed system (Fi~g. 11, Col c) the holding activity, iLe.,

the plant or instal Ilation, wo~ld receive the DIPEC Form 162 and verify

the location, status, and condition noda for ea--,, item of .EPE on that

foifm. The form would t.hen be forwarded to thJ major subordinat,1 command'

which should already be in receipt of the DIFEC SF-6 form, (The major

n~ubordinatd comman~i may wish to directý the DIPEC sp-6 form to the holding

activity for completion and/or as an aid iii completing the DIPEC Forts

162. In thseetbo.t~h DIPEC forms when completed would be forwarded

to the rsajor subordimrte command.)

The major subordinate commnd would th~n prepare to comtpletLe the

new form, Mobilization R~eserve Package Management Data ~(Pig. 12). The

Mobilization Reserve Management Data report is divided Into five Liectiont:

(a-) Identificat ion Data, (b) Industrial. Preparedness Requirements I

4iaiysis (c) Inventory Data., (d) Mobilization Reserve Package Condition

and Maintenance Cost Data, and (e) Certifio'ati'on.

The. planned producer, his ldcation, and the expiration dA te of the

DD Form 1519 (Prime Contract Sche-dule) production agreement are identi-

fied in order to reduce. or eliminate criticisms that contractor or government

plants are not reserved, for the mobilization package a~nd -chat there are
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"SECTION A, IDENTIFICATION DATA SECTION B, INDUSTRIAL PREPARED- Monthly
ASO Number NESS REQUIREMENT ANALYSIS Pro.i. Rate

Date Lost Recertified by MSC ,.._________t__nRequiremen

Original OSD Authorization Date Mobilization Requirement

Ptonn~d Item Produltion Capability

Command Responsible a, T-is ASD
Planned Producer b. Other ASDO

Plant Location - c. 1519s without AS~s

Pat@ Planned 1519/Contract Expires d. Industry Capability

Other ASDs 
d._IndustryCapability

Reactivation Time ,Difference from Mobilization Requirement
Date of Lost lrventory

Army Difference L.urrnt FY FY.I FY-2

SECTION C: iNVENTORY DATA Acq. A cq ,. CoatACo

Government-Owned PE Required CCt At.

a. As reported to DIPEC (on hand)

b. On Loan
c. On Lease
d. RequisItioni, Pending at DIPEC
e, Shortage.In vestment

I. Shortage-Retention
Value of Uther Equipment and Tooling

Total Value of Package
Transa-tions

a. Additions to ASD
b. Deletions to ASD
c. L.oar'/Lease

SECTION Di MOBILIZATION RESERVE PACKAGE CONDITION Current FY FY-1 FY,2
AND MAINTENANCE COST DATA

i% ASD IPE In Unable Condition
Number of IPE Inspected
Number of IPE Requiring TestingNumber of IPE Requiring Repair

Number of IPE Requiring Replacement
Required Costs (Total)

a. Required Equipment Repair Costb, Required Equipment Replacement Cos t

c. Roq~tred Real Property Maintenance Cost
d. Required Real Property Repair Cost

Funds Available
Expendltures

Cost Backlog
* a. Equipment Repair

* b. Equipment Replucernent
c. Real Props, y Maintenance
d. Real Property Repair

Remarkst
Statement of overall manufacturing efficiency:

SecC ION Ei CERTIFICATWON

I certify that ASD _ was reviewed on and that the data above are accurate as of .. .._

NO. VATJ hA T

C. D, Carrlm-ýdlty Command Dots,

Fig. 12-Mobilization Reserve Package Management Data
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I
excessive delays in negotiating production agreements. The Industrial

Preparedness Requirements Analysis section of the report provides

mobilization requirements and production capability data to review and

approve or disapprove the need for the mobilization reserve package to

meet prescribed mobilization requirements. It can be used to reduce or

eliminate the cr'iticism that mobilization resurve pac1tage I]E is being re-

tained with no identifiable mobilization requirement.

The Inventory Data section of the report provides a means to control

deficient management of the mobilization reserve package inventory.

Verification of or a notation of differences between DIPEC and Army reported

values for IHF quantities and acquisition cost are shown for reported IPE

on-hand, loans/leases, shortages and requisitions pending fill at DIPEC.

A summary of annual transactions (additions, deletions, loans/leases) is

provided to show the changes to the mobilination reserve package during the

year. Aside from the dollar value of the other equipment, the form provides

the user with the total value of the mobilization reserve package.

The fourth section of the report provides the user with an indication

of the condition of the IPE,, maintenance performed, and maintenance costs.

The funds available as well as expenditures and cost backlog foi equipment

and real property waintemance is provided for management review. A re-

marks portion is provided to permit expansion of particular points. Space

is provided for a statement by PEQTJA of the overall manufacturing efficiency

of the mobilizetion reserve peckage.

h7e fifth and final section relates to certification that a review

has been made of the package and that the data showni are accurate.

The major subordinate command should already have received some

data from DIPEC for insertion on the new form. Figure 13 describes the

sources of the information needed for completing this new fVorm. D signi-

fies that DIPEC is the source, a: d A signifies the Army as the soureo.

After completing the new form and the Format B, the major subordinate

command forwards these two forms to PEQUA for evaluation of their complete-

ness and integrity, and from PEQUA they are forwarded to HQ AMCo Following

review and approval at this level the forms are then forwarded to DCSLOG.

The detailed system flow for development of the MobIlization Reserve

Package Management Data form is shown in Fig. lh,

45
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SECTION A: IDENTIFICATION DATA SECTION Bi INDUSTRIAL PREPARED. Monthly
ASD Number - (Dt ln D NESS REQUIREMENT AN4ALYSIS Prod. Rate

Date Lost Recertified by MSC (.Formait H) A
Original 050 Authorliation Date (Format A) A Mobilization Requirement A (1-406
Planned Item147A
Command Responsible (LDista Hank) I) Production Capability
Planned Producer (Datas Hank)2....D........ a. Th~is ASD A (14-w.-7)
Plant Location (Dt ln) 0b. Other AS~s A Iit7
Date Planned 1519/Contract Explres__...J1446) A c. 1519% without ASDs A (1-1,t0-7)
Other AS~o (14) . Industry Capability A ()44to.7
Reactivation Time (Formiat A Suppi.) A
Date of Lost Inventory (Plant Inv. Reon.) A A Difference from Mobilization Requirement A (1446-,)

Armyl Difference Current FY FY..) FY-2
SECTION C: INVENTORY DATA -cq Acq. Acq. Acq.Qly. Cot ty. Cot 0 ty. Coto-, Cs

Govern mnent-Own ad IPE Required A (11-17 or equivalents)
a. As reported to DIPEC (on hand) I) (Datit flunk)
b. On Luan I) (Data flank)
c. On Lease D (Datits lissik)
d. Requisitions Pending at DIPEC 1) (Dowti Ilank)
e. Shorta go-in vasniment A (Conipuitlid)
f. Shortage.-Retention A (Crn~putpiI)

Value of Other Equipmeno and Tooling 'A (1..-17)

Total Value of PackageA(l-7

-2. Additiont to ASO Dilti 11111W)
6.. Deletions to ASD 1) (Dlaii Hank)
c. Loan/Lease 1) (1)uttui hunk)

SECTION Di MOBILIZATION RESERVE PACKAGE CONDITION Current FY Ff.1 FY.2
AND MAINTENANCE COST DATA______

%ASO IPE In Usable ConditionA(l t . 1

Number of IPE Inspected A (It62)

Number ot IPE Requiring Testing A (162)
Number o; iPE Requiring Repair A (162)
Number of IPE Requiring Replacement A (162)
Required Costs (Total) A (102)

a, Required Equipment Repair Cost A 1162)
6. Required Equipment Replacement Cast A (162)
c. Required Real Property Maintenance Cost A ONIA Owli. & I trog. Itxciitioni Dov1iiinvia's

d. Required Real Property Repair Cost A ()NIA Ilud. & Prng. Exevitjtiut Dovtii,:ý

Funds Available A OIA I I l. & I'rog. Kxt-ouIt Ion Docunivu~ii[

Expenditures A ONIA I I udl & Po.Ee Itruz I'uuu Din 1iti ntmsti I

Cost Bank log A ONIA IlI ud. & I'nvp. IExci oiuluuu lDuvinivn:is

a. Equipment Repair A ONIA Biud. & lt rcg. IExecia:ilouuDviauuiftwni
6. Equipment Replac~ement A NIMA 111141 & Prog. I'xvuuiilua lDtuuuvuut-ns
c. Real Property Maintenance A (INMA fliurl, & I'rug. Extvullo 'n lDutu'uuamutt
d. Real Property Repair A RIMA Buda. & Proic, Execvut 111ion Douinvalon IN

Remarksi A (IMA Ilhud. & 1Prug. IExietvttinn Doama:niontsa
Statement of overall manufactiring efficiency: A (I"EQliA-.11VPI)

SECTION Ei CERTIFICATION

I certify that ASD______ w( s reviewed on_________ arnd that the data above are accurate no of-..
NO. DATE DA TL

C. G. Commodity Command _______ ___________ Dote _____________

Fig. 13.-Sources of Data Elerments for MolbilizatIon Reserve Package Management Data
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iI

In iaitially reviewing the DI'iC Form 162 following receipt from

the holding activity the major suborlinato command may questioix the

condition code of certain of the equipment and be of tha opiniomi that

analytical testing is in order. The procedure to be followed in selecting

items for analytical testing has been described in a filter system that

is depicted in Fig. 15.

The exiting Format B remains the same. However, the present DISC

SP-6, ASD Statue Report, Fig. 16, has been modified as shown to provide

the planning oowmand's administering officer vith spsce to insert anti-

cipated repair, raplacement and test dates, and the cost of ilequý.rcd

repair, replacement, and/or test for IFE.

The DIPEC DD 162 Form (industrial Plant Equipmeut Inventory Record),

Fig. 17, 1,%s been modified as shown to include a section for verifying

IPE locati n, status, and condition at the plant/facility level. The

findings cection of this form provides for insertion of the estimated Uost

for the test, repair, or replacement of the IPE. These ccst data are

used in completing the Mobilization Reserve Package Management Data report.

SUMMARY

The RAC proposed Mobilization Reserve Package Management Data report

Integrates data currontly contained in a variety of reports, plus new data,

into a single comprehensive report for evaluation and control of mobilization

reserve packages. In addition, it provides e-vidence of the integrity and

quality of the mobilization reserve package for the meaningful oertifieat.on

of the Fo-mat B. The ovaluutor Ldh du.LinL2e whubher the differences

between production capability and mobilization requirements have been accom-

modated, whether reactivation time is excessive, and whether the inventory

data are obsolete. It allows the review of loans/leases, requisitions,

shortages, additions, and deletions over 3 years for evaluation of changes

in the integrity of the line/package. Expenditures and maintenance back-
log are shown in order to evaluate the effectiveness of maintenance.
The data elements in the report have been designed so that maximum advan-

tage can be taken of DIPEC's data base and computer capability.

With the exception of the Mobilization Reserve Package Management

Data form, the proposed system does not generate new reports, and provides
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Toot WPE Filter Question Do Not Test WPE

START
1/3 o' Armny'si

ASI~s selected
annually for review

Does
Test question- yes MSC question No Do mlop test if
able condition true condition you accept WPE STOP

codes of lPE? .on1dltion code

IPE metal- WoIE not analy- STOP
working lPiF working? tically iested - s

Test IPE not Y*A package not No DSA/DIPEC
In DSA/DIPEC In, central responsible for STOP

ii ental torgestorage centrally stored IPE

Test package Yes IiNo Spenrd money t
90 perrceiit complete package 90 percont fill voIds

and greater conplete? nut test j

Spend funds to D.fntinetet[ maintain package Ye e.conormic No retain as Ia
STOP

In good guidonce specify w ith i~o funds
codto loves tmv. r for matintenan.ve

IPE stored over HasI. .N Recently ivored
5 natir ag mas notN IPE has mareyenr ag-ma ý een stored mort TO

haveaccuate ~ aea? accurate condition

vetrthn greater than 20 percent not_ TO

20 percent Is 20 percent?,,- wrorth testing -wothedsting

Analytically
test IPE far true

con'd it ion

Fig. 15-F~lter Sys~erm for Selecting WPE for
AnalyticoiI Test for '.rue Condition

'Routilizoalon value p-trcentage.

49
("Ac



I ~~ __ ____ _

4305 ua4 r

WA) MImP 4ue61~

stop 4uows~oldetl

I(Asj) *4DP ilvd.j a,

u. CO, ~
CL W

spo U04po: A

*P o o 0
twat Ouwedo -

LL

INNS

E -0

U Jaqwnu Boj

'A "

50



1.j

Ix LU
I 7e

w I
I- w

07
uJ z L

z 
9.

IL L

o 2

In IDLL

UL

I- In

00

0 . 0LL

I wx
2l

I- Lu -

IL CL - w.o in I U a )
Z U Il



for the elimination of the DA Form 642. The current DIPEC SP-6 report

has been modified to provide the Army space for annotating repair,

replacement, test, and cost data required to restore the mobilization

reserve package to desired production capab1lity. The DIMEO 162 IPE

Inventory Report hias been modified to provide for reconciliation of DIPEC

and Army inventory records by providing for verification of IPE location,

status, and condition.

P.oposed uolutions to specific criticioms levied upon the Anny's

management of mobilization reserve packages are shown in Table 6.
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Chapter 3

PROPOSED RESOLUTION OF CRITICISMS RELATING
TO FAILURE TO SCREEN DIPEC OR IMPROPER SCREENING OF DIFEC

PRIOR TO PROCUPEMENT OF IPE

NATURE OF PROBIaF4S/CRITICISMS

Not Screening DIPEC and Improper Screening of DIFEC Prior to Procurement-

Army Contractors and Installations

Screening Is the process of requisitioning DI.EC fur available IPE

and obtaining a CNA if the IPE is not available. Requisitioners can

initiate procurement after obtaining a CJNA. The Army and its contrectors

have bee.a faulted for not screening DIlEC at all or purchasing IPE

before screening actions were initiated or completed (Rcf 32, pp 11-15).

Auditing agencies have identiiIed instanoes of not screening that have been

related to purnchases of hundreds of items of IFE costing several millions

of dollars. Two reasoIAs were given for not screening. One was that Army

and contractor personnel did not consider the item(s) to be IPE. The second

was that procedures were not sufficiently effective to assure that screening

was accomplished. The requirement for screening is essential if Uaximum

redistribution and reuse of DOD assets and effective management of' pro-

curement funds are to be achieved.

CURRENT SYSTEM AND EVALUATION--ARMY

Contractor Purchase of IIE

The current syst-m for contractor purchase of IPE is illustrated in

Fig. 18. Request for funds ±or contractor acquisition of new IPE are

forwarded through channels to the Assistant Secretary of the Army, Instal-

lations and Logistics (ALA, I&L) for approval. After approval the type of

IPE and funding authorized are citad as part of the contractor's
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producti contract for the Ind item or component. The PC at the res-

ponsible major subordinate command reviews the contract to atermi.no

whether ASFR (Ref 13, Sec 13, pars 301g) has been referenced to aosure that

a (•NA is obtained before contractor acquisition of new IPE. This clause

places a, responsibility on the ACO to ensure that acq'isition of the items

listed in ASPR (Ref 13, para 312) is not made until a'CNN has been received

from DIPEC. Defense Supply Agency Manual (Ref 14, para 90102) also requires

that a CNA be obtained before procurement., On receipt of the contractor's

purchase order for I.RE, the ACO prepares a ID Form 1419 to obtain the

IRP1 or CNA from DIFEC. The DD ,orm 1419 is forwarded to DIPEC through

the PCC who reviews the need for the IPE. If the requiod IPE is not

available DIPEC issues a CNA that is valid for 90 da s (hereafter referred

to as a "valid CNA"). It iE received by tke ACO who approves the purchase

or'der. On receipt of the item a DD Form 13'42 DOD Property Record is sent

to DIPEC to acknowledge IPE receipt and location. The DD Form 1342 refer-

ences the applicable CNA.

Annually a property administrator is required to survey the con-

tractor's propeYty control system in accordance with ASPR (RPcf 15, Annex I).

One aspect of this survey is an examination of contractor procedures for

contractor-acquired property for the Government.

Army Purchase of IPE

Under the current system, Fig. 19, AMC Non-TOE users at arsenals,

depots, R&D labs, maintenance shops. etc, send a purchase request to the

N installation's equipment. manager. The installation equipment manager,

reviews t~e request for the validity of I.E need, availability or sub-

stitutability of the item within the installation, and item authorization

under the unit's table of distribution and allowances (TDA). If the item

is not authorized under the TDA he lobtains authorization through channels

from DA for DA controlled\ items or the HQ ýkMC, D..rectorate of. I&S for

non-DA-controlled items. I The authorization and deteiled item description

are given to the installation's accountable property officer, who prepares a

DD Form 1419, DOD Industrial Plant Equipment Reqlisition, or equivalent

(Dl Form 1348, letter or TWX request) for the item. The PCO may review

the DD Form 1419, or it may be sent directly to DIPEC. DIPEC screens
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its idle inventory. If the item is available, DIPBC issues shipping

instructions, and the item is sent to the requesting installation. If the

item is not available, DIPEL0 issues a CNA (DD Form 141• Section v). Pro-

curement must be initiated within 90 days of the date of the CNA, On

receipt of the CNA the accountable property officer initiates action to

obtain the item. Ile determines whether the item is funded fzom PE.WA

production-base funds. If it is he providis local procurement with

detailed technical data (e.g., specifications) for item proaurement. It

it is FEMA funded but not production-bu.e funded, hc requi:;itionoi the National

Inventory Control Point (NICP). If it is not PFMA funded he determines

if it is supplied within the military supply system. If it is not he will

obtain the item from local procurement, citing opers.t.on and maintnenance,

Army (OMA) or R&D funds. If it is in the military supply system he will

requisition the NICP citing either OMA or R&D funds. Items requisitioned

from the NICP are requisitioned with a DD Form 1348m exception requisition.

The CNA may be attached to the exception requisition. On receipt of the

item the CNA and date are entered on a DD Form 1342.. DOD Industrial Plant

Equipment Property Racord and submitted to DIFEC.

Evaluation

Defects in the Contractor System. The present method for assuring

screening of DIPEC in the contractor system is deficient for the following

reasons:

(1) The ACO can approve a contractor's purchase orders without a

CNA due to oversight or tunfamiliariby with IFE identification or regulations.

(2) The contractor is not held responsible for obtaining a MNA before

procurement of IPE and may not be aware tbht the type of equipment he is

procuring requires that the ACO obtain a CNA.

(3) The annual system survey does not specifically require that the

property administrator inspect to assure the CNAs have been obtained

prior to procurement.

(4) DIPEC does not provide the PC0 or ACO with the name:' of con-

tractors who purchase TFE without CNAs. Therefore, neither the Army

nor the ACO can take preventive measures to correct, reduce, or elihlinatc

this deficiency.
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(5) 1Q AMC is not aware ot' contractor violations until the

violations have been publicized by the auditing agencies. Therefore

HQ AMC or the PCO cannot take corrective action.

Defects in the Army S&stem. The current method for assuring screening

of DIPEC in the Army system is deficient for the 2ollowing reasonsi

(1) The accountable property officer may fail to screen DIIEC

because of unfamiliarity with regulation or IPE identification.

(2) ••he NICP ftem manager is not required to 9ssure that a CNA has

been obtained for the item, nor is he responsible for obtaining a CNA.

(3) NICP or local procurement activities are not responsible for

reJectin6 procurement requests without a CNA.

(4) The Command Supply Discipline Program's (CSDP) checklist (Ref

16, Chapter 2, Sec II) does not require examination of the requisitioning

process for CNAs. Thus requisitions can be generated without a CNA.

(5) DIFIC does not provide the Army with the names of installations

who submit DD Form 1342s for new IPE without CNAs. Thus HQ Al-C is not

aware of violations of regulations until the auditing ager ies have identified

the violations. Therefore KQ AMC cannot take preventive actions to reduce

or elimiruite this infraction of regulations.

CURRENT AIR FORCE/NAWY SYSTEMS AND EVALUATION

The "DSA Manual" (Ref 14, paras 202.01, 90102) requires that all

services requisition DIPEV' for IPE availability and obtain a CNA prior to

purchase of IPE. ASPR (Ref 13, para 301g) further requires that a CNA

be obtained prior to the procureruont cf IPM by contractors.

Air Force System for Controlling CNAs

If an Air Force contractor requests new IPE, the Air Force element

responsible for the end item procurement determines whether the contractor

is entitled to the IFE. If he is, the contracting element permits the

contractor to buy the IPE for the account of the Government. Occasionall-',

a program manager may determine that the item is a military supply item

and procurement is made by the cognizant ICP.

AMAs purchase IPE for military-industrial use regardless of whether

the item is a federally stock numbered item or minaged under a locally
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assigned stock number. Military user needs are purchased by the cognizant

AMA. R&D activ-.ty requirements are procured by the local bases.

Navy Systems for Controlling CNAs

Navy contruator requirements for IPE are procured by the Naval

Air Engineering Office (NAEO) Philadelphia, Fa., and the Navy Purchasing

Office (NPO), Washington, D. C. Contractor R&D requirements for IPE are

procured directly by the R&D contractor.

Purchases of IPE for noncontractor use of $2500 or more are made by

area Navy Purchasing Offices. If the IPS costs $2500 or more and is a

military supply item the item is purchased by the cognizant ICP. Purchase

of IPE costing less the $2500 is accomplished through local procurement.

The Naval Comptroller's Manual (Ref 17, para 036403) exempts IPE required

for installation on new ships under construction and equipment that is

specialized for the exclusive use aboard ships, but requires that a CNA be

obtained prior to the initiation of other purchase actions for IPE.

Within the broad framework outlined above, the Navy relies on the

individual system commands within the Naval Material Command (NAVMATCCM)

to develop and implement their own procedures for requisition processing

and procurement. Procedures of three of NAVMATCOM's systems commands are

described below.

Naval Air Systems Command (NAVAIRSYSCOM) installations, i.e., princi-

pally the Naval Air Rework Facilities (NARFs), screen DIPEC with a DD

Form 1419 requisition, or equivalent, for available IPE. Equipment offered

by DIPEC is inspected by the NARFs. Acceptances or rejections are reviewed

by HQ NAVAIRSYSCOM, Assistant Commander for Logistics/Fleet Support Shore

Installations Division wrho may override NARF acceptances or rejections,

and forwards notices of IPE acceptance or rejection to DIPEC. CNAs issued

by DIPEC are sent directly to the NARFo. Equipment costing less than

$2500 is procured by Base Supply. Equipment costing $2500 or more is

procured by the regional Navy purchasing office with direct shipment of the

item to the NARF.

Naval Ship Systems Command (NAVSHIPSYSCCM) field installations, princi-

pally the shipyards, prepare a DD Form 1419 requistion, which is sent to

the Deputy Director for Shipyards Modernization/Director for Navy Facilities

6o



and Equipment, Technical Director, Plant Equipment Management Division.

This division prepares shipping data and obtainG funding. The citation of

funding, is made by the Financial and Bidget Management Staff on the DD

Form 1419 who screen DIPEC for iteo availability. DIPEC offers of IPE

are reviewed by the Plant E'quipment Management Division. CNAs are sent

to the Plant Equipment Support Offtie, Annapolis, Md., for centralized

screening of or preparation of equipment specifications preparatory to

procurement of IFE.

Within the Navul Ordnance Systems Command (NAVORDSYSCUM.), contractor

requisitions for IFE are sent to HQ NAVORDSYSCOM for approval and sub-

sequent screening through DIPEC. DIPEC's CNAs are sent t'o the Naval Ordnance

Industrial Systems Division (NOISD), Crane, Ini. IFE costing $2500 or

more are procured by NOISD and direct shipped to the requester. IFE under

$2500 are procured locally. IPE requisitions from IOGOs and field instal-

lations are sent directly to NOISD for processing. IFE procu±'ed without

requisitioning DIPEC are identified by NOISD personnel during annual plant

surveys when DIPEC-controlled items (i.e., accounted for by a DD Foru 1342,

IPE Property Record) are matched against a transaction .register for all

IPE. When a mismatch of the plants' transaction register and IPE inventory

records occur, the source of acquisition for the item is questioned. By

use of the $2500 limit for local or centruJ purchasing and use of the survey

team the NAVORDSYSCOM utilizes a concept of centralized control rather than

centralized procurement of IPE.

Evaluation

The Navy's system may be characterized by the following. It frag-

ments responsibility for IPE acquisition among its systems commands each

of which appears to have a different procedure. Contractor requests for

IPE are generally sent to the Naval system command headquarters for approval.

Centralized procurement of IPE for internal Navy utilization is applicable

where item acquisition cost is in excess of $2500.

The Army also delegates authority for IFE, to its commodity commands,

the equivalent of the Navy's systems commands.

Both Army and Navy make use of their ICPs for procurement of IPE

items that are part of the supply system. The Army uses the ACO to approve
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the contractor's proposed purchase of IPE to determine whether it is

contraictually authorized rather than use headquarters elements. The

ACO obtains the CNA from DIPEC. The Army's major subordinate command (CO0

and inductrial equipment specialists) reviews the DD 1419 requisition for

the IPE. However, the Army does not use a $2500 criterion to determine

local or centralized purchase. Type of funding (e.g., PEMA Production

Bane Support Program funds) and economy of purchase (volume or geogra-

pfiy) tre the criteria for the Army's uue of local purchase.

PROPOSED SYSTEM CHTNGES

improvements for the control of contractor purchase of IPE are

suggested for implementation at tha contractor, property administration,

major subordinate comand, and HQ AMC levels. For Army purchase of

XPE, concrols are suggested at the installation equipment manager, ICP

item manager, procurement office, major subordinate comrmand, and HQ

A14C levels.

Proposed System Changes for Contractor Purchase of IFE

The proposed system changes for control of contractor purchase of IFE

without first requisitioning DIPEC and obtaLiing a CNA is shown in Fig. 20.

The study team proposes four changes. They are indicated in the heavily

outlined boxes in the figure. The boxes signifying changes have been

numbered to agree with the sequence in which they are discussed below.

AUR (Ref 14, para 301g) currently provides the only ex,.uting

control, the areas outlined by the dotted line, in which the ACO obtains

a CNA. However, this provision of ASh has been violated in the past

with no assurance that it will not be violated in tlý fniture. Specific

elements being proposed for change have been underlined.

The first proposed control is an expansion of ASIR, Apps B and C,

"Control of Government Property in Possession of Contractors," and "Control

1of Government Property in Possession of Nonprofit Research and Development
Contractors.18 These appendixes set forth requirements to be observed

by contractors in establishing and maintaining control over property

provided them by the Government. There is at present no requirement for

a contractor to obtain a CON prior to the purchare of TPE. Sections B-
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and C-306, "Records of Plant Equipment," should be expanded to include

the following:

Prior to the purchase of IPE listed in 13-312 by the
contractor, the contractor must obtain authorization
to purchase from the ACO. This authorization must
include citation of a CNA number with a valid date
i.e., a date less than 9o days old at the time pro-
curement action is initiated.

The second suggestion concerns the expansion of ASPR Sup 3, Annex I1

System Survey, Category 3, Records.15 There is no provision for the

examination of CNAs. The Functional Area "Receipt and Issue File"

should be expanded to include:
"IfAU has been obtained before purchase of IPO"

A third and related suggestion is to have major subordinate commands
instruct Army ACO's at Ara contractor plants to require a 100 percent

inspection of all production equiipment procurements over k5,000 rather

than use the sampling technique specified under ASPR Supplement 9. The

additional number of items inspected will be small but should accoimt for

the bulk of the dollar value of newly procured IPE. The 100 percent

sample should be inspected not only for the presence of a valid CNA having

been obtained before procurement, but to determine whether equipnent

costing $25,000 or more has been identified as IPE.

The fourth suggestion requires that DIPEC edit DD Form 3.342 DOD
Protpertv Record, data element 22 for the omission or nresence of an invalid

CNA for newly 2urchased and r pArtgd IPE, .amrterlv rePort oj contrac-

.otrs who rurchase witho.it a M should be sent to the PC0 at the major
subordinate c,.in d and AQ0. The ACO would take corrective action as

required. This report should contain the purchasing contractor, administering

office, IFE identification, location, major subordinate command) and an

indicatlon of whether a CNA omission or invalid date or the wrong CNA

number is involved. DSAM_4212.1, para 90101,15 should expand DIIEC's
responsibilities to prepare this rrport. The PC0 would use this report

as evidence of poor administration at the ACO level since the ACO is requirod

to obtain a CNA before contractor purchase of IPE.

Proposed System Changes for Armv Purchase of IPE

Proposed system changes for the control of Army procurement of IPE
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are shown in Fig. 21. This figure is essentially the same as that

illustrated in the current system Fig. 19 with modifications for

recommended improvements noted in the heavily outlined boxes. These

boxes have been numbered to conform to the sequence in which they are

discussed below.

The first suggestion is the expansion of the installation equipment

manager's uhnctlous under AMCR 700-64, Equipment Management Program

(Ref ]9, pars 5-,), to ensure that DIPEC is .'2reened for avwUiLable IPE

assets and that a valid CNA is obtained prior to initiatini.local pro-

curement or rectuisitioning the NICP for susply or Procurement. The

installation equipment manager must assure that a MA with an unexpirod

CNA date is attached to the DD Form 1348 exception requisition iuoued to

the NICP or the procurement request nunt to thu installation procurement

element. AMCR 700-64 (Ref 19, partt 5-f), uhouldl also cite Apps 1A, B,

and C of AR 700-4314 for the identification of IPE.

The second recommendation requires that the NICP item manager reject

and return IPE requisitions lackiW a valid CNA attached or CNA citation.

AR 725-50 (Ref 20, para 3-30) should be modiPied to include the rejection

and return of IPE requisitions without a, valid CNA or CNA drate. Appendixes
-- 700.414LA, and C of AR 0. should be ruAerenced for I1E identification.

A directive can be used for effecting temporary implementation.

The third suggestion requires that AR 711-16, "DSU Installation Stock

Control and Supply Procedures," Chap. 8, para 8-3, "Local Purchase. be

changed to include the rejection and return of IFE purchase reguests without

a ONA with unexpired date. Ahopendixes I A, 13uld

also be referenced for identification of IPE.

The fourth suggestion provides for DITPC editing of data element 22

of the DD Form 1342, DOD Property Record. The editing would determine

the omission, or citation, of an invalid CNA (number or exnpird date).

fDIPEC would inoorporate the results of this editing into a quarterly report

of AMC acitivities that procure without valid CNAs. Negative reporting

would be included. This report would be sent to HQ. AMC and the applicable

major subordinate commands to alert them of 'riolatoru. 1he report would

contain the IFS identification, location, major subordinate command, CNA

omission or invalid CNA number or date. IIQ AMC and/or the major

(5
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,*. subordinate command would cewitact theoe activities for Justification

of the violation and an indication of what measures havu been taken to

correct the deficiency as well as to prevent its recurrence.

The fifth suggestion concerns the expansion of the.Command Supply

SDiscipline Program, Chap. 2, Sec 2, AiA 710-1.16 This program has a

checklist for examining the command's supply system. It is suggested that

requisitions for IFE, as identified in Apps IA, B, and C Of. AR 700-43,

be examined for validity of the CNA date, i.e., less than 90 dlys old.

A sixth suggestion is to expand the Command Equipment Management

Program Review, AMR_ 700-xx,22 to require a 100 percent inspection of all

industrial eguiplant procured for 125,O00 or more. This inspection will

cover determination of proper IPF identification and obtaining an unexpired

CNA prior to procurement.

SUMMARY

The Army and its contractors have been repeatedly criticized for

procurewent of la,' without screpning DIPEC and obtaining a CNA. This

type violation of ASFR is ev~sily detected by the auditing E,+gencieo and is

vonsidered by them to be serious. 'They note that it not only ;iffects

LIPEC's ,.isoion of intra- and inter-service reutilization of IPE, 'but costs

the Goverrment millions of dollars for the needless procurement of IPE

already availablg. A series of checks and balances have been proposed

by the study group to eliminate or reduce contractor and Army purchase

of IPE without a valid CNA. In the contr.ctor area the contractor, property

administrator, ACO, and PCO have been given additional responsibility for

controlling the acquisition of IPE without a CNA. To reduce Army violations

in this area, additional responsibilities have been given to the installation

equipment manager, NICP item manager, procurement activities, and HQ AMC.

These responsibilities will aid the Army and contractorn in identifying

IPE prior to procurement and improve the requisitioning sup procure-

ment process for IPE. A summary of the proposed changos is shown in

Table 7.
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Chapter 4
PROPOSED RESOLUTION OF CRITICISMS RlATING

11"T PROPERTY ACCOUNTABILITY

I'I

NATURE OF PROBLEMS/CRITICISMSc

A number of criticisms have b en made of the Army that relate
directly or Indirectly to the concept of property accountability. These
criticisms concern prrperty accountobility in contractor operations and

property accountability in Government-operated facilities. Some specific

criticisms arc, indlcated below.

Criticisms R,3lating to ContracterOperated Facilities

IPE reported to DIPEC has been both uiderreported and reported late.

'included in this category are trancactiono relating to initial reporting

of T.PE receipt, transfer, and disposal.

Deficient pinctices have been noted in the manner in which inventories

of equipment have been conducted. Examples cited in this connection

included the individual responsible for maintaining the property account-
ability records being placed in yharge of the conduct of the physical

W inventorlin ofe eq.uipment, and lack of agreement between the DRPEC inventbxry
for contractor-held equipment and the quantity in his possession (e.g.,

IPE cannot be located).

Sr "Criticiams RulatinC Lt Ariny-Operatcd Focilities

111E reported to DRFEC has been underreported and reported late, The

a rannaetions ýn question Include 1PE receipt, trans'fer, and disposal.

u'Some reporting, has bcen i.rvecurat., and incmnplete. Inaccurate reperting
J~~i ~hrio been chtiractcrl.','cr by wr-nif; posjcsou .,d Ir. a codie signifyin,;

{ n speci-0fic hn~idor •I PE,), ,wd inaii' d at, activilt,' to locatle IFEfor whLeh DIPEC has a Lrtenir,.

tj .PAC
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CMURET SYSTE AND) EVALUATION-MRW

The term "property accountability" ref'brs to the fact that holders

of Government property are held accountable' for both the number of items

in the inventory as well as the dollar value of the inventory. The execution

of this accountability revolves primarily around\ a system of records

keeping. The quality of performance for property accountability responsi-

bilities is largely a function of the orderliness and completeness of the

records in question, and, most importantly, the degree to which these

records accurately reflect the status of the equipment inventory.

Current Contractor System for IPE Receipt, Transfer, and Disposal of IPE

The current system for contractor property accountability for 1FE *

(Fig. 22) begins with the property administrator's approval of the con-

tractor's property control system (Ref 15, pare 302.7). If this system

is approved the contractor operates within the parameters of the prescribed

property control system. If it is not approved the property administrator

advises the contractor of system deficiencies and monitors the contractor

to assure that the system deficiencies are corrected. The continetor

ustablishes records aid accountability for Government-furmished property

according to ASPR requirements in affect at the date of the contract

(Pef 18, para 301). IPE is also identified according to the applicable

sections of the regulations (Ref 18, paras .*06, 404). The reporting of

IP[F, i.e., receipt and acceptance, major changes, IFE no longer required

for the purpose: provided, and the completion of disposal, i.s accomplished

on DD Form 134;2 within 10 days after these events and is forwarded through

the propt.rty administrator to DIPEC (Ruf 13, para 306.1). The contractor

retains the original of each DD Form 1342. IL may oe used as the official

property record, The property administrator rEviews the DD F0orm- 1342,

completeu Sec V validating the property record, and forwards it to DIPEC.
PIPEC edits the DD Form L342 for completeness and completes the DD Form
13•i' where known data are missing (e.g., model numbers). When DD Fort

134;s do not pass the DIPEC completeness edit the DD Form 1342 is returned

t,. the property adodnistrator for oddltiunal data. DD Form 13420 that

paso the completeness edit are entered into the DIPEC Inventory data bank.

When IFE is no longer required for the purpose authorized or provided

.it must be declared Idle. A DD Form 1342 noting its Idle status in
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r
prepared by the contractor and forwarded to DIPEC through Lhe property

administrator. DIPEC screens its requisition file for requisitions for

the IPE. If a requisition exists for the IFE, DIPEC issues a DD Form 1149,
"Requisition and Invoice/Shipping Document," for shipment by the holding

contractor to the requisitioner. Within 2 days after accomplishment of

shipment the DD Form 1149 should be completed, the bill of lading number

referenced, and the DD Form 1149 forwarded to DIPEC.

When disposition of' idle equipment is other than shipment to a

requisitioner or storage DIPEC provides the plant clearance officer with

disposition advice by letter (Ref 14, para 20601). The plant clearance

officer establishes an automatic release date of 75 days with the 90th

day as the screening completion date. During this period the Arar has

the first 30 days priority for the IPE. Screening for Federal agencies

(non-DOD) by GSA occurs between 31 and 75 days. Between 76 and 90 days

the Department of Health, Education and Welfare (HEW) screens to fill non-

Federal requests for the IPE. Where other agencies have a request HEW

simultaneously issues a shipping notice to DIPEC and. to the plant clearance

officer who ships the item to the agency. If the plant clearance officer

is not notified by DIPEC, General Services Administration (GS9A), or HEW

within 90 days he initiates disposal action, i.e., sale. After the sale

is completed the contractor prepares the DD Form 1342 and submits it to

DIPEC through the property administrator (Ref 18, para 306.1).

Physical inventory of Government-furnished industrial equipment is

required annually. The inventory consists of sighting, tagging or marking,

describing, recording, and reporting the property concerned and reconciling

the property recorded and reported with the property records (Ref 18, para

501). During the duration of the contract the property administrator

evaluates the contractor's receipt, transfer', and disposal of Gcvernment-

furnished equipment in his annual system survey (Ref 15, para 402).

Current Army System for EPE Roceipt, Transfer, and DMsposal

The AruW's system for IPE receipt, transfer, and disposal is shown

in Fig. 23. A regulation (Ref 14, Apps IA, LB, and iC) provides for the

identification of IPE and type of lEE not reportable to DtPEC (Ref 14,

para 20102.3). Requirements for reporting initial receip--30 days
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(Ref 14, Para 20201). idle declarationrr-lO days (Ref 14, para 20501),

transfer--2 days (Ref 14, App 26), and disposal are specified in the

regulation. The defense disposal manual2 3 is used for equipment disposal.

Neither the regulation nor manual, however, specify the time required to

report disposal. The functions of AMC installation eqWupment managers

who are responsible for industrial equipment at Army installations are

specified in an AMC regulation 2. They assure that equipment is properly

authorized, inspected, and identified on the property book.

On receipt of newly acquired IPE, a DD Form 1342, DOD Propet'ty Record,

is forwarded to DIPEC; however, mechanized reporting is also accepted.

DIPEC reviews the DD Form 1342 for completeness. Forms with incomplete

data are returned to the sender, others are entered into DIPEC's IPE

inventor' data bank. Changes to IPE (e.g., status, location, ID number,

administering office, etc) are roported on the DD Form 1342. A recent
224

change in AMC regulations requires that idle IFE be reported on a DD

Form 1342 with a 4D status code to assure the Arnrr hold-priorlty for

30 days. The DD Form 1342 is sent simultaneocusly to DIPEC and the US

ArmyT ISA at Rock Is].and, Ill. During this time ISA publishes a list of

AraW Idle/excess operating equipment available for redistribution. ISA

screens idle/excess UE against AMC need-to-buy or authorized requirements,

coordinates the available items with the requiring major subordinate

command/installation, or activity, as applicable, and furnishes shipping

instructions to DIPEC within 30 days from the date of the idle/excess

report. Prior to effecting intra-.Army movement of IPE to distant locations

the requesting or directing agency makes inquiry to DIPEC to determine if

a suitable or l..ter model is available from DIPEC at a closer location.

The purpose of this action is to reduce transportation costs and acquire

moyv modern equipment when available.

D'r.•EC issues either shipping instructions (DD Form 1149) or a letter

with disposition instruction to the Army instalJlattois for transfer or

diopýsitlon of thu idle IPE. The administering activity complies with

the shipping advice codes shown on the DD Form 149 end forwards two

copies of the completed DD Form U149 sta.:ped "Notification of Shipment"

to DIPEC within 2 days after the uuipmenut is shipped. Essential data such

as the bill of lading number and ,:)thod and date ý)f shipment is included
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I!
on the DD Fo-om 1149 (Ref 14, App 2C). DIPEC maintains a computer printont
"RCS-026,"t which lists DD Form 1149s with past-due dates for follow-up on

I1E transferred from use to storage. No sach list exists for user-to-user

trarafer of IPE. DIPEC uses the DD Form 1149 to mnanually follow up on

shipments. Priority needs are followed up every 7 days. Nonpriority needs

are followed up in 15 days and every 7 days thereafter.

For disposal the installation equipment manager prepares a DA Form

3161, Request for Issue/Turn-In, to turn idle XPE over to the accountable

property ,fficer, who in turn gives it to the PDO on receipt of a letter

of advice for IPE disposal from DIPEC. Two copies of th,: DD Form 1342

and one copy of the DIPEC letter with turn-in documents are given to the

PDO. Final disposal data are reported by means of the DD Form 1342 by

the PDO in accordance with the defense disposal manual. 2 3 DIPEC develops

a semiannual printout (31 March and 30 September) called "SS 18A Status

Code J Items 170 Days Beyond ARD" to foLlow-up on unreported IPE that

is 170 days beyond the automatic release date.

The installation equipment manager is responsible for maintaining

a complete and current inventory of industrial equiLpment (Ref !8, paras 5,

6). According to AR 735-35 (Ref 25, paras 2-8), an annual reconciliation

between the property book and hand receipts for the IPE is required.

KR 711-16 (Bef :2., para 12-1c) requires an annual inventory of installation

equipment. The DIPEC report, RCS SP-38, "Arn•r IPB by Administering

Office,"2 6 is sent to administering offices. It could aid in IPE inventory
rr.-mcillaintln.

Evaluation of Current System

Defects in the Contractor System. Deficiencies in the present

contractor/DCAS system for IWE property accountability are:

There is a conflict between ASPR and DSAM 14215.114 in the timeliness

for reporting disposal. ASPR. Appo B and C (Ref 18, para 306.1),

requires reporting of disposal by means )f the DD Form 13142 within 1o

days through the property administratur. DSAM 4215.1 (Ref 14, para 20601.2)

requires reporting within i15 days by the plant clearanue officer.

The property administrato'oa annual system survey does not specifically

require reviewing the timelineso of IPE receipt, transfer, and disposal

reporting.
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ASPR does not require MPE specifically to be inventoried.

DIPEC's list of couitractor IPE holdings is provided to the A0Q only

on request. If not requested DIPEC does not furnish this list. The list

could be used to reconcile contractor holdings with DIPEC reported holdings

since large discrepancies have been reported in auditing agency findings.

No reconciliation is required between DIPEC reported IPE holdings

for the contractor and the contractor's actual holdings or property

records.

DIPEC does not inform the procuring contracting office of contractor

violations in the reporting of ME receipt, transfer, and disposal.

The plant clearance officer is not responsible for assuring that the

notice of transfer (DD Form 1149) or disposal (DD Form 1342) is sent to

DT.PEC in a timely manner.

Defects in Present Arnry System. Defects in the ArnW system are:

No specific office is responsible for assuring conformance to DIPEC

reporting requirements for IPE receipt or transfer.

AMCR 755-9 does not provide for notifying DIPEC of the accomplish-

ment of IPE transfer.

DIPEC does not inform Aruy installations of nonreporting of IPE

receipt.

DIPEC's system for followii)g through on Army reporting IPE receipt,

transfer, and disposal has not been effective for preventing violations

in these functional activities.

The use of the possessor code in DIPEC's SP-38, "Arnmr Holdings of

Int26IPE," does not enable the Arny to locate or identify IPE by actual

holder.

Neither the DIPEC Manual26 nor the Defense Disposal Manual 2 3

spectiies a time requirement for the reporting of 1PE disposal by property

dislosal officers.

CURRENT AIR FORCE/NAVY SYSTEM AND EVALUATION

Since all three servicu are governed by ASPH, the system described

in Fig. 23 for Army contractors also applies to the Air Force' and Navy.
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Air Force

jFM 67-i (Rof 27, p 18-8) describes the procedure by which the Aal,
jjbFo:,ce conforms in part to the reporting reruirements of DSAM 4215.3..

The requisitioning activity at the Base Eiluipment Management Office (BEMO)

is inotructed to submit requisitions for IPE to DIPEC only for the

relatively small number of IPE that are managed through the military

supply system and were turned over to DIPEC in August 1969 for central

storage and distribution management. For the bulk of the Air Force's IPE,

the BEMO requisitions against the military supply system. The AMv

comtrodity manager effects screening of requisitions, approves distribution,

and decides whether to requisition DIPEC if an item is not available.

Similarly, items that are excess at the BEMO level are reported to

the AMA commodity manager who is responsible for redistribution decisions.

In the event that an item of IPE Lo excess to Air Force needs, the item

is reported to (a) DIPEC if that activity has storage and distribution

mrman•ement rsoponsibility for the item, or (b) the Defense Logistics

Support Center if it is an item of IPE over which DIPEC does not have

storage and distribution management responsibility.

The NAVCOMAP4N 17 contains a section dual-ng specifically with IPE

reporting requirements. Although the routing may vary somewhat from

systems command to systems command, the fol.lowing rules appl.y:

(a) All reports for requisitioning IPE or acknowledging are sent to

DIPEC through the fiscal office of the Naval activity performing plant

property accounting for the activity ussing the property. Acknowledgment

to D=PEC of receipt is not required if DIPEC issued transfer instructions

for the items. No time limit is specified for acknowledging receipt.

(b) When instructions are received from DIPEC to store an item that

has been repopted as idle, property accountability is transferred to

DIPEC.

(c) When InstinctLion, arc received from DIPEC to transfer or dispose

of an item, the Naval activity prepares and ships th, item, clears its

property accountability recorhdL, and within 2 days after shipment of tile

item notiflczi DIPEC. All the f-•,rgoint. Lransacti-,ns are Cleared through
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the fiscal office of the activity performing the plant property

accountability function.

Evaluation

Examination of the Air Force system revealed nothing that would assist

in 1Lj): rroluilon of the problems being addressed.

Tho Ni'vy ilystem is essentially the same as the present Army system.

Thi, NYnvy, .JJ.1vo the. ArnW, has been faulted both in the past and present

for 2ttUii,, ;o ',,nf'i' to DOD (DIPEC) reporting requirements. The Navy

)i,,. been cr:1.ti,'v,'d recuntly for inability to locate IPE, conflicting

reguJLr1j.-nn3 regui.•ing reportAbility of IPE, and late reporting of IPE

receipt (hR-f 18, pp 32-41).

PROPOSED SYSTEM CHANCES

Proposed System Cht:ngcs for Contractor Reporting IPE ReceLpt, Transfer,

and Disposal

The proposed system changes for contractor receipt, transfer, and

disposal of IPE provide that (1) the property administrator's system

survey will review the timeliness of contractor actions for IPE receipt,

transfer, and disposal reporting and that contractor violations 1, these

areas will be reported to the PCO; (2) the plant clearance officer will

assare time.ly reporting of transfers and disposition to DLPEC; (3) DZFEC

will provide the FCO with the names and addressis of contractors and

administering contract offices of contractors who do not provide timely

reporting of IPE receipt, transfer, and disposition; and (4) DIPEC will

perform inventorias to assure the accuracy of their own records. Figure

24 illustrates the proposed system changes. The changes are numbered in

order to conform to the sequence in which they are discussed below. The

underlined portions indicate a change or addition to a regulation.

1. Expand ASPR, Sup 3, Annex I, Category 2a, Receiving,'1 to

include characteristic (7):

(7) DD Form 1342 sent to property adminiiStrator for submission

to DIPEC within 10 days after receipt of IPE purchase for Government.
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2. Expand ASPR, Sup 3, Annex I, Category 4b, Storage and Movement,

Functional area15 (internal and external movements), to include

characteristic (4):

(4) DD Form 1149 with bill of lading number submitted to

DIPEC 2 days after shipment.

3. Expand ASPR, Sup 3, Annex I, Category lOb, "Disposition"1 5 to

include characteristic (6):

.(. DD Form 1342 given to property administrator for

submission to DIPEC within 15 working days after disposition.

4. Expand ASPR (Ref 13, Sec 24), "Disposition of Personal Property

in Possession of Contrzctors," Part 2,
(A) The Plant clearance _officer shall assure that the

contractor prepares a DD Form 1342 within 15 working days

after IPE donation, sale, destruction, or abandonment and

that Section V of DD Form 1342 is completed and the DD Form

1342 sent to DIPEC within 15 working days after the donation,

sale, destruction or abandonment or that a DD Form i149 is

sent to DIPEC as evidence of IPE transfer.

5. Change DSAM 4215.1, para 20601.2, to read:

Final disposal of IPE in the possesion of Defense contractors

by donation, sale, abandonment, or destruction will be

reported to DIPEC by the PCO in accordance with ASPR within

15 working days after DOD release of title or ownership.

6. Add para 201021.f to DSAM 4215.114 to read:

DIPEC will provide defense contractor administering contract

offices with a semiannual list of contractor IPE holdings

for use in the contractor's annual phyaical inventory.

7. Chnnge DSAM 4215.1, para 20102.1b,14 to read:

Maintain a central item inventory reeord for all M held

by DOD components and defense contractors. DIPEC personnel

will systematically conduct physical inventories at DOD

installations and contractor operations to reconcile DIPEC

inventory records with the records of DOD cnmponent installationsi

and contractor operations. Any discrepancies indicated by the

DlPEC inventory xecord shall be reported either to the ACO

80

MAC



or installation equipment manager for appropriate action.

DIPEC will only adjust their records based on official

findings made in writing by the ACO or equipment manager.

8. Add pars 20201.5 to DSAM 4215.1 to include:

DIPEC will maintain a file of -all CNAs issued to DOD component

activities and defense contractors. This file will be queried

each month to determine whether a M) Form 1342 has been received

Sfor the initial recelpt of the IM for which the CNA has been

issued. Initiation of procurement action or cancellation

thereof wi..U, be noted by DIPEC. The names and addresses of

DOD component activities will be _snt ,to the DOD component

for corrective action for activities not submitting an initial

DD Form 1342 90 Says after issutnce of the CNA and every month

thereafter. The names and addresses of defense contractors

will be sent to the PCO and ACO for contractars fron whom an

initl.al DD Form 1i112 has not been received 90 dnr's after

issuance of the CNA and every month thereafter. CNAs for IPE

requiring Iong lead time will be reviewed 90 days before the

the promised delivery date and each month thereafter.

9. Add para 20 4 01. 3 to DSAM 4215.215.

DIPEC will nmintain a file of shippini, instructicos (DT) Form, 1149)

and will automatically query the shipjxcr each 7 days until the

completed DD Form 1149 is received at DIPEC ucujiowledging IPE

shiment. The nameos and addresses of DOD eom•onent antivities

or defense contractors not acknowledfging shipment 2 days after

the shipment will be sent to the DOD componcnt or procurement

contracting office and ACO for corrective action.

10. Add para 20601.4 to DOAM h215.14 to read:

DIPEC will maintain a file for re(uirced IPE dio•sp•,sition.

The file will be queried each 3O days to determine whether

a completed DD Form 1342 has been received acknowmedSinu

IME diaponiti.n. The namc and addreoiea ,-)I DOD compornent

activities not reporting disivasition 90 days after the

automatic release date CARD) and every month tLhereafter, will

be sent to the DOD component btr correc Live uction. Thu
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names and addresses of defense contractors not reporting

disposition 90 days after the ARD and every month thereafter

will be sent to the PCO and ACO for corrective action.

Proesed System Changes fox, ArxM Receipt, Transfer, and Disposal of IPE

The proposed system changes for Arny receipt, transfer and disposal

of IPE provide that (1) the installation equipment manager will assure

timely receipt and transfer reporting, (2) the applicable regulation will

be revised to provide for the timely notification of DIPEC of transfers,

(3) DIPEC will maintain tickler files to follow through on the timely

reporting of IPE receipt, transfer, and disposal ý (4) the aections for

the reporting of disposals in the applicable regulation and manual wýlU

be expanded to specify a time requirement for reporting, and (5) DIPEC

wi.l produce n iinE inventor- list by unit identification code (UIC)

instead of possessor code to fmcilitate location of IPE at Army installatiLn2.

Figure 25 illustrates proposed system changes, which arc nunbered in order

to conform to the sequence in which they are discuosed below. The wxider-

lined portion of the changes discussed below in-r'gto a change or addition

to existing regulations.

lI Expw,,d AMCR 7oo-64, "Equipment Management Program [Rcf 19,

para.5f(7)], to read:

Assure that newly acquired 1E hac been given a proper acceptulic.

inspection prior to use and that receipt of Il'E hao be~njxrtcd

within 2 days after receipt by means of DD Form .LIG.

2. Change AWCR 755-9, "Dlsposal. of Supplies and Equipment, Redistri-
bution and Acquisition of Excess installation Equipment,24 as foows:

a. Change pars •C1k to 6C5.

b. Insacit a rew para 6C4 to read as follows:

Not later than 2 days after shipment of M forward 2 copies

of a completed DD Form 1149 si~mmed "Notification of Shipment"

to DIPEO, ATTN: DITEC-S. Essential data such as bill of lading

number, method, and date of shipment muist be included on the

D Form U42149.

3. Change DSAM 4215.1, para 20601.31 to read:

Final disposal data for IE in the possession rf DOD Comp-'rntn
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will be reported to DIDEC within 30 d4ys after disposal by

the PDO in accordance with DOD 4160.21 M, Defense Disposal

Manual, Part 2.23

4. Expand DOD 4160.21 M, "Defense Disposal Manual," Pt 2,23 to
include:

The property disposal officer will comglete Sec V of DD Form
13142 and submit it to DIPEC within 30 days after IPE disposition.

5. Same as proposed system change number 8 for contractors.
6. Same as proposed system change number 9 for contractors.

7. Same as proposed system change number 10 for contractors.

8. Add para 20102.1f to DSAM 4215.114 to read:

DIPEC will provide Axnw activities with a semiannual list of
active IPE (ARCS SP-38).26 This list will identify activities
by UIC rather than possessor code and be used to facilitate

IE location and reconcile inventory.

9. Same as proposed system change number 7 for contractors.

10. Expand AMCR 700-xx, "Command Equipment Management Program

Review," 2 2 to include:

a 100 percent inspection of all industrial equipment having

an acwuisLtion cost of $25,000 or more will be conducted to

determine whether IPE has been properly identified.

SUMMLARY

The ArnW and its contractors have been criticized for the late and/or

nonreporting of IPE receipt, transfer, and disposal. A series of

improvements have teen proposed to remedy this situation. A summary of

the improvements to be made at both contractor operations and Army

installations is provided in Table 8.
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Chapter 5

PROPOSED RESOLUTION OF CRITICISMS RELATING
TO IPE UTILIZATION AND REPORTING OF =DLE IPE

NATURE OF PROBI•/CRITICISM

The AraW has been criticizwd for having procedures that fail to

assure that IPE in both contractor-operated aid Government-operated

facilities are being utilized efficiently and effectively. In addition

the ArW has been criticized for its failure to report, or to report

promptly, idle IPE.

With respect to utilization of IPE, specific criticisms include: j
(a) Equipment is underutilized, and excess equipment has not been

identified.

(b) Economics of equipment pooling has not been achieved.

(c) Surveillance with respect to equipment utilization has been

ineffective.
(d) Criteria are needed to ascertain underutilization.

Criticisms indicating failure to report idle equipment are:

(a) Inactive M is being retained in lieu of reporting it as excess.

(b) Regulations governing idle status is being misinterpreteU.

(c) Excess IPE has remained unreported due to absence of meaningful

criteria and records for utilization. 3
Because of the close interrelation between these two problem areas

they have been reviewed in this chapter as a single set of overlapping '

criticisms. In this chapter the term "idle equipment" excludes IPE
that is a part of a layaway line, i.e., mobilization reserve package.

CUP= ARMY SYSTEMS

Contractor-Operated Facilities Utilizing Government-Owned IPE

Contrector requirements related to utilization of Government-owned
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IPE are governed by the ASPR (Ref 18, App B). These regulations provide

that, as a minimum, a contractor shall:

(i) establish a minimum level of utilization below which
an analysis of need shall be made auid retention
justified, except for inactive package plants and
standby lines. The utilization level may be
established for individual items or families of
itemu depending on circumstances of use;

(ii) provide for recording authorized and actual use
consistent with the utiliza•.on levels established
under (i) above;

(iii) require periodic anal3yses of production needs for
IPE and of future utilization based on known
requirements; and

(iv) have firm provisions for immediately reporting to
the contracting officer all IPE items for which
retention is not justified. (Ref 18, Sec B-603.1)

ASPR provides that each contractor will propose, subject to approval

by the Government's contract property administrator, the processes and

procedures by which he intends to control the utilization of Government-

owned equipment provided him (Ref 15, Pare S 3-701). In 1968 AMC issued

a letter, still in effect, stating that in the case of contractor-operated

plants, Government-owned IFE not being used 35 percent of the time should

be reviewed to determine if retention is justified. Current DOD policy

requires the ACO to determine idleness on an individual item basis taLking

into account the work remaining and other pertinent factors (Ref 29) p 2).

As a control device, ASPR also provides that the property adLntnistrator

shall conduct a utilization survey at least annuaUly +,o judge how well

the contractor is utilizing the Government IPE.

With respect to the requirement for reporting idle IPE to DIFEC, the

same rules have applied to both contractor- and Government-operated

facilities. DOD has required that idle IPE be reported when it "...has

not been operated for any purpose whatsoever for a period of ten calendar

days," (Ref 30, p 1) and when it, "...is no longer required for the

purpose authorized or provided." (Ref 14, para 10218) These require-

ments still apply to contractor-operated facilities.

Army-Operated Facilities Utilizing ZPE

With regard to the DOD position on utilization or retention of

in-house EPE, there are no standards by which efficient utilization of
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14
IPE can be measured. DWAM 4215.1 requires reporting to DIPEC if IPE

is idle 10 days and no longer required for the purpose authorized or

provided. DOD looks to the individual services to establish and enforce

utilization criteria (Ref 19, para 7d).

AR 700- 9 01 addresses utiliZation but, with regard to Army in-house

activities, is limited in its scope primarily to the arsenals. AR TOO-90

directs that with regard to such facilities:

(a) commanders are responsible for reviewing utilization of IPE to

ensure excess items are reported to DIPEC,

(b) utilization review of IPE wi.LL occur continuously at all co=mmnd

levels, and
(c) an exception is permitted to retain IPE despite low utilization

when the item is one of a kind to a facility and is required intermittently

to keep pace with or service the balance of the MPE comprising the

production unit of which it is k. part (Ref i1, pp 5-1, 5-2).

There is no explicit DA policy governing utilization of IPE within

other facilities such as laboratories, maintenance depots, proving

grounds, etc. DA has recently instituted an Equipment Survey Program

that addresses equipment utilization. However, IPE, per se, is not

addressed. Only equipment that should be listed on a TDA is to be

addressed by the survey team. 31 The arsenals tend to exclude the bulk

of their flE from their TDA by considering the IPE to be equipment in

place. By regulation, AR 310-49,32 IPE classified as equipment in place

may be excluded from the organization's TDA.
33AMCR 700-82, dated 23 February 19713 prescribes the following

policy with respect to utilization of installation equipment (33), a

term that encompasses IPE:

(a) Maximum practical utilization will be achieved.

(b) Pooling will be accomplished to the maximum practical extent

to assure optimum utilization.

(c) Maximum use will be made of the rental, lease, an( loan of

equipment, when economically feasible, in lieu of ownership.

(d) Government-owned 3E will be placed, in administrative storage

when utilization criteria are not met and future requirements are

uncertair (Ref 33, p4).
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hiAMC regulations further identify three principal organizational

elements as having responsibilities relating to IS utilization:

(a) Chief of ISA--wifl analyze and consolidate equipment utilization

data for the CG AM;

(b) Commanders and technic,! utrectors--rill acquire and retain

the minimum quantitites of equipme,%% necessary to perform their mission;

(c) Equipment managers

(1) will establish factual justificatien of equipment densities

by:

LE) usage requirements

Cb) walk-through inspections

Q) local utilization criteria, or

(d) other managerial means (Ref 33, pp 4,5).

(2) will ensure that utilization standards are met, designate

IE for administrative storage and pooling, and promptly report excess IE

for redistribution (Ref 19, p 4).

Although AMCR 700-8233 provides utilization criteria for selected

categories of equipment, electric arc welders are the only class of IPE

listed (Ref 33, App A). The remainder are materials handling equipment,

construction and engineering equipment, watercraft, various types of

wheeled vehicles, railway equipment, and some miscellaneous items. For

IPE and other industrial equipment not in the foregoing categories, the

criteria for judging underatilization is left to the discretion of the

equipment manager at individual activities.

Quarterly formal reviews of individual items and the related equip-

ment grouping is required for those categories listed above. A formal

review entails the completion of an AMC Form 1568, Equipment Utilization
Worksheet, for each item. On request from higher authority, the equipment

3 manrer summarizes the utilization for each category of equipment and

enters the data on AMC Form 1569, Equipment Utilization Summary Sheet.

For ME and other installation equipment lacking criteria wider AMCR 7O0-82,33

there is no requirement for a recurring formal utilization review. As a

guide to establishing local minimum utilization criteria, AMCR 700-82

directs that such criteria be based on the quantity and usage of like

items as measured by elapsed time meters, statistical evaluation, actual

usage, records, and. facility walk-through inspections.

89



In reality., AI4 relies primarily on waLk-through inspections for
measuring actual utilization, The facility commander and equipment

manager are required to conduct and document semiannual utilization

walk-throughs (Ref 33, P c-1).

In addition to the equipment utilization walk-throughs, MSA, a

Class 11 activity reporting to the Director of MS), HQ AMC) conducts

a review of each AMC facility. This review is referred to as CBMPR.22

Reviews are to be conducted annually except for small or isolated

activities, which may be inspected biennually. The regulation governing
22

CEMPR has been under preparation for spLproximately one year.

DOD has recognized the need to retain certain equipment in order to *

support fluctuating workloads, R&D functions, or mobilization preparedness

(Ref 19; Ref 27, pp 27-28; Ref 3ý, pp 1-2). However, operating activities

have been governed by, and inspected for adherence to DSAM 1425.-1.

In general, rather than subscribe to the 10-day rule these activities

have adhered to the part of DEAM 4215.1 that specifies that equipment

be reported when it is no longer needed for the purpose authorized or

provided.

With respect to ensuring adhe.r-ence to procedures governing the

reporting to DIPEC of idle 7PE, the DA Equipment Survey Program does not

address the subject. On the subject of reporting of idle IPE, Pt IV of

the AMC CEMPR Guide2 2 merely refers the user to AR 700-43,14 and the

10-day rule.

A change in idle reporting requirement took place on 10 June 1971.

A DOD memorandum provides that the services must report idle mission-

support equipment but can retain the equipment (Ref 22, p 2). When

reported to DIPEC, the item will be designated by a new status code 3H.

CURRENT AIR FORCE/NAVY SYStM

Contractor-Ope.rated Air Force Facilities Utilizing Government-Owied

Eguipment

With respect to utilization of equipment in contractor-operated

facilities the Air Force System Comeand has centered attention on the

following concepts :3O
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(a) Emphasize management controls over high value equipment, i.e.,

equipment involving a substantial capital investment or constituting a

major advance in fabrication or testing process or procedures.

(b) Make utilization surveys annually or as program adjustments,

cutbacks, stretchouts, or cancellations occur.
Decisions whether to retain, pool, or declare equipment excess

depends on the effectiveness of DCAS or Air Force Property Administrator
to identify when low utilization of IPE is occurring. The criterion to
be used specifies that when utilization of an item or group of items of

equipment falls below 35 percent or 14 hours usage a week (predicated

on a 1-shift, 8-hour, 5-day basic) a detailed survey should be made.

Air Force-Operated Facilities Utilizing 11E
Utilization measurement and recording are essentially the prerogatives

of the commander whose principal guideline is that he have on hand only

his minimum essential equipment needs. The Air Force considers all

Government-owned IPE that is not being contractor-operated to fall out-
side the majority of the reporting requirements imposed by DSAM 4215.3N0

In the Air Force Equipment Management System (AFEMS) context, utilization
of IFE is subsumed under the much broader concept of utilization of non-

expendable, repairablc cquipment, with a unit cost of $40 or more.
With respect to the term "idle," AFEMS does not recognize it. Equipment

that has become excess to activities supported by a BEMO are reported to

the AMAs. If the AMAs decide the item is excess to Air Force needs, the

item is reported to the Defense Logistics Support Center (DISC).

Heavy reliance is placed on the performance of an annual equiipment

validation/utilization survey of each unit supported by BEMO. Equipment

management reviews are conducted by Command Equipment Management Teams

(CLE4T) and are principally validation/utilization surveys of equipment

authorized. Discussions with personnel at HQ AFIW revealed that equipment

meters are used in connection with the maintenance program, not in decisions

to retain or declare equipment excess.
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Navy-Op•erated Facilities Utilizing IPE

The Navy recoguizes the subject of IFE utilization mainly in connection

with the reporting of idle equipment. The Naval Comptroller's (NAVcOMP)

Manual requires that 2E that has not been used for 10 IATs be reported

to D•FEC (Ref 17, pp 6-82). An exception is made if the iteoi is in an
approved package plant or is classed as a mission support item. Although

the NAVCOMP Manual is quite exIA.icit about the requirement for the

maintenance of a historical record of each item of IPE, no provision has

been made for a record of the utilization history, per se, of the item.

Further insight into Navy practices with respect to utilization of

IPE was obtained from interviews with personnel at the headquarters level

at both NAVSHIPSYSCOM and WLVAtRMYSCOM.

NAVSHIPSYSCOM. NAVEHIPSYSCOM states that since December 1965 all

new IPE have been procured with hour meters already installed where

feasible. This command views good utilization data as essential in

developing IPE replacement justifications and preventive maintenance

programs and in pinpointing excess equipment. NAVSHIPSYSCOM requires

that all shipyards install hour meters on major MPE, where practicable

(Ref 35, P I). The command also requires that a utilization history

record be established and maintained on IPE with hour meters. Shipyards

are to record meter readings at least twice yearly. This is intended to

permit ready response to inquiries on utilization of individual items of

IPE, utilization for types of IPE, and utilization within a given shop

and for special functional work groupings. Utilization data are used

in justifying modernization and replacement and for validating whether

projected cost reductions have actually been achieved (Ref 36, p 5).

NAVAIIMYSCOM. NAVAIPS(SCOM relies essentially on local commanders
to establish and maintain a system for judging whether ZPE authorized

for them is receiving maximum use. The principal activities NAVAIBSYSCOM

controls are seven hARFs. HQ NAVAIhSYSCOM considers any IFE in a NAI"

facility to be in-use equipment unless reported to DIEC as idle. Although

the large majority of IPE at the NARFs is metered, little credence is

placed on their value as determinants of equipment usage or retention.

Personnel reductions during the past year led to discontinuance of the

semiannual practice of recording meter readings.
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EVALUATION OF ARMY/AI3R FRCE/NAVY SYSM

Utilization Systems

Contractor-Operated Facilities Utilizing Government-Owned IFE.

Although equipment mtuiagement control responsibility rests with DCAS with

respect to DCAS-administered Arqr contracts, each of the services is

held responsible for contracts they administer. As has already been

pointed out, the accuracy and effectiveness of the equipment management

program as proposed and implemented by the contractor depends almost

solely on the qualifications of the property administrator and the

degree to which he applies himself. With the passage of time in administer-

ing a specific contract, it appears that the property administrator would

have less and less incentive to detect faults in the contractor's utiliza-

tion of IPE. Indeed there wobld be a fair amount of self-ind-lctment

involved since he is expected, under ASPR, to exercise some degree of

utilization surveillance throughout the year.

ASPR permits each contractor to express the practices and procedures

whereby he will ensure effective and efficient use of Government-owned

equipment, subject to Government property administrator review. In the

case of DCAS-administered contracts the study group views problems of

underutilization as not one to be addressed by the Arri. Howevcr, this

does not pertain when Arnr-administered contracts are involved. Of the

$800 million worth of IPE in contractor facilities approximately $500

million is in the hands of 23 cbntractors each of whom controls $10 million

or more of Government-owned IPE. Of the $500 million, over $300 million

pertains to Army-administered contracts. A concentration of effort on

these few Arm-adiministered contractors, a close reviewof their

utilization prograums, and special emphasis on their annual utilization

surveys appear to be the most feasible ways to improve utilization in

contractor plants at least cost.

Unless performance under the contract is in serious jeopardy, there

is at present no provision for feedback to HQ AMC concerning utilization

or the results of utilization surveys. This is true both of DCAS- and

Army-administered contracts. In the case oi DCAS this presents a problem

to DSA, not the Army, when an auditing agency finds fault with the way in
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which Government equipment is being utilized. However, in the case of

Army-edministered contracts the Army is held fully accountable for adherence

to the ASPR. However, Army property administrators are not bound to

follow DCAS manuals. Thus a dual standard exists for administering Arrr

contracts.

A7'mW-Operated Facilities Utilizing IPE. Although DIPEC made an

attempt at developing utilization standards DOD rejected them for in-house

application as well as for contractor application (Ref 29, p 2). DOD did

so because they believed that the diversity of In-housu operations among

the military services dictates against the feasibility or practicality

of attempting to impose uniform standards on all three services.

The diversity of operating and mission characteristics among major

AMC activities likewise dictates against a single set of standards for

these activities. However, the study team feels that it is desirable to

implement separate utilization standards for application to four major

types of AMC facilities) i.e., arsenals, maintenance depots, laboratories,

and proving grouimds/test centers.

The absence of any comprehensive DA policy statement with respect
to the utilization of IFE has fostered confusion and nonconformity in
utilization management philosophy and procedures among AMC facilities.

It is impossible to state how much of this condition is also attributable

to the problems associated with property accountability, differing

applications of the Army Authorization Documents System, and the very

strong tendency to view IPE as a type of equipment to be associated

mainly with those facilities whoue principal source of funiding is the

Industrial Preparedness Program.

In the absence of utilization standards for almost the totality of

IPE in Army-operated facilities, AMC has been relying principally on the

concept of surveillance systems to detect-but not prevent--underutili.zation

of IPE. Although the H4 AMC IG has been instructed to review certain

aspects of the manner in which IPE is being managed, 3 7 the study group

observed no effective follow-up from this survey source. This probably

results from the fact that IG facility survey reports cover a very

considerable number of topic areas, only one of which treats IPE, including

utilization. Effective use of survey results implies not only follow-up

on individual reports but consolidation of the results of surveys from
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like or similar activities. From such information one can assciate

a dimension to problems and establish an order 9f priority by bhich

limited resources can begin to attack major problems. The study team

could find no evidence that meaningful and continuing consolidation of

any survey results were being accomplished with regard to any aspect of

IPE gnage~nt including utilization.

DA, spurred on by fund cuts, has placed extreme importance on the

value of annual equipnent surveys in detecting and reporting under-

utilization of equiptent and equipment that is excess to the needs of an

organization.3 8  Partly as a result of this pressure, new opportunities

exist for achieving significant resultd from surveys. Reference is

being made here to:

(1) the newly established DA Equipment Survey Program,31 and

(2) AMC Command Equ~pment Management Program Review (CEMPR) 22

Both of these surveys will be of doubtful benefit ii resolving INIP

utilization problems unless the following conditions are corrected:

DA Equipment Survey Program. As currently conceived this program

is restricted to equipment contained in a unit's TDA. The arsenals, in

particular, exclude very •sizable quantities of IPE from the TDA on the

premise that IPE is in reLlity "equipment-in-placf" and therefore need

not be included in the TDA.
The initial instructions under this program indicate that it is

desirable to survey every line item number with a unit value of $2000 or

~in. aggregate value of $50,000. Ely definition this guide encompauses the

vast majority of IPE. Thus, if an activity lists all or iost of± its IPE

on the TDA, as the maintenance depots are reputed to, it would mban a

survey team would be ekcpected to surv~ey thousands of items at just one

installation) without considering the non-IFE items. This is clearly an

impractical task. The clear impression exists that the survey was not

really designed with IPE in mind, nor were the 1ýypes of AMvP facilities

that use IPE prominently kepýt in mind by the survey developers.

* Proposed AMC Command Equipment M~nagement Program rieview (CEMR) 2 2

In its present draft form, this AMC regulation could be improved. The

* mos' serious 4eflciency is the Isck of clear delineation of section break

outi for IPE. For example, Part IV of the CEXPR Guide (see App B) has the
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heading "Management 6f Industrial Plant and Equipment (IPE) and Machine

Tool." Machine tools costing $1000 or more are IPE. Furthermore, Pt V

of the guide is intended to encompass "Test and Measuring Equipment,"

sizhble portions of which are IPE.
Final3ly there is a very high degrei of redundancy among the various

parts of the CEIPR Guide with respect to the subject of equipment utilization,

including equipment pooling. Examples of this are Pts Ia, Ie, IIb(2),

lIf, IIh, 1re, f, Vd, e, and f.

Although utilization data should play little part in retention

decisions, a number of other uses can be made of such data. The

greatest difficulty is achieving a cost-effectiveness relation between

c9llection/analysas costsp and -avings to be achieved in such things as

equipment poolinr\ decisions, modernization/replacement recommendations,

etc. The System-wide Project for Electrlnic Equipment at Depots

(SPEED), which currently number about 10 of the 19 AMC depots, have the

foundation) in\AMCR T00-T5, 3 9 for a potentially powerful and cost-effective

tool in controlling the use of utilization data. TIe concept of an

Equipment Category Rollup Code, contained in AMCR TOO-75, permitting the

aggregating of u,;ilization data by generic classifications can be applied

in equipment pooling stiiies, modernization/replacement justificiationsr

and production process studies.

Air Force-Operated Facilities Utilizing IPE. With respect to idle

reporting requirements, the Air Force includes IPE under its AFE ayst•.m

rather than follow all the provisions of the DIPEC manual, DSAM 4215.1.14

Navy-Operated Facilities Utilizing IPE. NAVAIRSYSCOM presents a

conlrast to HAVEHIPSYSCOM. Although both commands require that utiliza-

J tion history be a factor is justifýing modernization or replacement)

NAVAIRSYSCOM sees little contribution being nade from having installed

* J meters on IPE. The argument put forth by the NAVAIRSYSCOM representative

has two aspects:

(i) If shop personnel are aware that machine utilization history

could be used to their disadvantage, e.g., removal of equipment or rejection

of request foz replacement if utilizaltion is low, they will run the machines

even though no work is available.

(2) The extent to which a machine has been used in the past provides
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little, if any, support as to the extent to which It might be used in the
future. Future anticipated workload is the key determinant against which

a variety of factors concerning current and proposed equipment are

evaluated.

Although meters are said to exist on the large majority of

NAVAIESYSCOM IhE., the periodic reading of meters was discon ~inued recently

due -to personnel cutbacks. Even when the meters were being read., however.,

it was for~ purposes associat.-I with the maintenance program and. not for

purposes of' identifying excesses or Judgiing the feasibility of equipment

pooling. Even here, howeverj, the cost of collecting and ana~lyzing the

metered data in their opinion largely overrides the benefits to be gained.

General Observations on ESIuipment U~tilization

Although the general conclusion from the evidence available Indicates

equipment utilization history data are relatively of little value In

decisions whether to retain equipment or remove it from a facility, unxt

regulations or Instructions tend to emphasize their use for this purpose.

The standard rationale is that utilization evaluation consisto of:

-setting a standard or criterion of use by which one would suspect

a piece of equipment was being underutilized

-establishing a means for determining equipment usage, for example,,

time meters

--periodically rec~ording and. evaluating data reflecting usage history

-turning in or pooling equipment that has been proved to be undcr-

utilized

The Natick Laboratories has a rather unusual view of equipment

utilization. Wei view was expresued in a study conducted in response

to Congressional direction. 40The study concerned equipment management

and utilization, with emphasio on the use of time meters. Natick Laboratoriero

views its equipment management program as being designed to assure optimum

equipment utilization. The equipment manager runs the program and the

program consists of six elements: acquisition; utilization; turn-in of

unused, excess, and obsolete equipment; equipment pools; calibration

through periodic recall; and an annual inventory. By achieving the other

five elements, Natick believes that it will achieve, automatically,

9T,

QWG



optimum utilization. It is !forth noting that a finding of the study

committee was that:
Elapsed-time meters in themselves are not adequate
as a sole or primary means of determining satisfactory
equipment utilization. Eaapsed-time meters will be
used primarily for calibration scheduling purposes,
with the information obtained therefrom also serving
as an indicator of items which may be pooled (Ref 4o, p i).

The Natick study reveals the individualistic style that can be taken

I tin attempting to effectively and efficiently utilize equipment. The RAC
study team believes that systems such as Natick's. which reveal a well-

thought-out if nonstandard attempt at good equipment utilization, are

xmore effective thaa standard systems in which very few people have
confidence, as is currently the case.

Despite the considerable emphasis various investigatory reports have

placed on the value of time meters on equipment utilization decisLons,
the weight of the evidence from the DSA study of 19 contractors, and the

Natic'k Laboratories study as well as comments from Navy and Air Force
personnel, do not substantiate widespread use of meters as a tool in IPE

retention decisions. An examination of the AMC's use of installed meters
has revealed that approximately 58 percent of the meters %re idle (see

Table 9).

Idle Reporting Systems

Idle reporting and the criticisms associated with this area must be
viewed rather carefully in the light of the evaluation of equipment

utilization. Certain of the practices for which the Army and the other

services have been severely criticized are now permissible. In particular,

after arguing the point for some years with the GAO, on 10 June 1971,

DOD established a procedure whereby "IPE in a Government-owned, Government-

oper'ated installation or actvity, subject to intermittent use, but

required to remain in place to svpport the current assigned mission of

the installation or activity" (Ref 43, p 2) would be reported to DIIEC

as being in idle condition under a status code "3H." Before this change,

auditing teams tended to apply the 10-day idleness criterion (Ref 14,

p 2-4) while activities tended to use the "no longer required for the

purpose authorized or provided" (Ref 14, p 1-2) criterion, each of which

98

QOA



44

Table 9

Status of Installed Meters in AMC Facilities
as of 30 Apr 71

Total In-Use IQe _
TYDe of Act-ivity I On-Hand I No. IPercent INo. JPercent

Depots 4209 1941 46 2268 54

laboratories 711 168 24 543 76

Proving Grounds and
Arsenals 3893 1595 41 2298 59

Miscellaneous 4217 49 222 5

Totals 9252 3921 42% 5331 58%

'Data not available from Natick laboratories
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to be found in DSA ual .1. In the case of the latter criterion

the holders took the view that the IPE that at the nmment was idle was

needed for ission accomplisbment or mobilization readiness. To expect

arsenals, laboratories, and maintenance depots faced with varying and

unpredictable annual workloads to volunteer the release of equipment is

not realistic.

In view of the foregoing the criticisms cited at the beginning of

this chapter es indicating failure to report idle IRE to DIPEC bear

reevaluation. One criticism quite likely no longer applies simply because

the ground rules for how DIPEC will treat certain idle declarations have

changed. This criticism stated that inactive IPE was retained in lieu of

reporting it as excess. The second criticism is likely to persist in the

Army and Navy until DIEC revises DSAM 4215.1. This criticism stated that

regulations governing idle equipment were being misinterpreted. The

practice of DOD issuing notice of IPE regulatory and policy changes by

memorandum aggravates the problem in the Arnr because no logical channel

for communicating these changes affecting IPE has been developed. Thus,

although activities associated with the production base support program,

e.g., arsenals, may hear of the change, maintenance depot., 3sbo,'atories,

proving grounds, and post, camps, and stations might not... 1 geoeral

problem has been addressed in the last chapter of this document.

PROPOSED SYSTEM CWANGES
Two general problem areas have been discussed, the underutilization

of IE and failure to report, or to report in a timely fashion, IE to

DIPEC. Each is considered in turn.

ME Utilization

Policy. Since the concept of equipment underutilization has been
£shown to require tempering in the light of mission requirements.,

fluctuating and unpredictable workloads, etc, tailoring of this concept

is required. It is recommended, therefore, that a single statement ',e

issued by the Assistant Chief of Staff for Force Development (ACSFOR),

DA, stipulating DA policy on IPE utilization. The following paragraph
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is suggested for incorporation in AR 310-49. "The AraW Authorization

Documents ystem (VAADS),' 32 2 Mar 70:
In Justifying Industrial Plant Equipment,

either initially or for retention, consideration
should be given to the diverse nature of the

activities utilizing this equipment, e.g.,

maintenance depots, arsenals. laboratories,

proving grounds, etc. It is DA policy that

decisions as to retention of these items on

the DA/XIMA be premised on planned workload

and mission requirements, both peacetime and

mobilization, as opposed to historical

utilization data. Although data relating to

past use of IPE should not be ignored, it is

more mea:Wngful to project equipment require-

ments based on anticipated workload for equip-

ment groupings where this is feasible.

i AMC Equipment Utilization Management. There is little doubt that,

if collected economically and used widely, equipment utilization history

data could be of considerable benefit to an activity. However, the

generally unfavorable view that is currently applied to utilization
history data plus the strong indication that time meter readings are

distortions of fact dictates against suggestions for rapid or easy

solutions to this problem.

"It is suggested, therefore, that a series of long.-term tests be

run concurrently but independently of each other at four types of AMC

facility: arsenals, maintenance depots, latoratories, and proving

grounds/test centers. At least three activitic.i from each type should

participate, turo that will test out new ideas and one to serve as a

control,

The purposes of the test would be to:

(a) Establish concepts and procedures by which a facility might

assure the most efficient and economical utilization of its equipment

base, with particular eiphasis on IPE
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(b) Deterwine the specific applications and manner of application

of utilization history dataj to include such areas as machine workload

projections, maintenance$ calibration, and modernization and replacement

(c) Ascertain whether utilization standards or criteria serve a

trul4 useful purpose, and if soý under what circumstances and to what

extent

(d) Ascertain the nature and extent to which trade-offs should

be aide in attempting to economically collect, analyze; and apply

utilization history data using manual, semiautomated, and automated

techniques.

The proponency of the test for each test of facility could be

assigned to the following activities as desired 'by AMO:

Activity Rnsponsible for

!Dpe of Facility Developing Standards

Arsenals Directorate of E&P, HQ AMC

Maintenance Depots Directorate of Maintenance, HQ AMC

Laboratories Deputy for Laboratories, HQ• AMC

Proving Grounds/Test Centers TECOM

As a proponent of HQ AMC policy and procedure on inatallation equipment

that includes IPE, coordination of the foregoing effort could be

assigned to the Directorate of I&S.

In connection with the proposed tests the following additional

comments are to be considered. Barring human interference in their

operation., installed meters are acknowledged to be the most efficient

and accurate meanu for recording the use of IFE. However, there is still

the problem of transferring such data to a centralized record for analysis.

Although some industrial concerns have a direct equipment-to-computer

data transfer capability it is highly unlikely the AM will develop

such a capability on any scale in the foreseeable future. Furthermore)

continuing reductions in human resources within AMC dietate the need

to maximize the benefit from their use as equipment utilization data

recorders. Since approximately 10 percent of Army in-use IFE constitutes

approximatelJy 50 percent of the total dollar value, the study team suggests

that test proponents consider the following order of priority in utilizing

installed meters:
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(a) Redistribute the meters already in possession of the Arqr to

those activities possessing the highest dollar value of in-use IPE.

(b) Meters should be installed in all IFE in which two or more

Itoem capable of performing the same function are in inventory and

where the unit acquisition cost is $25,000 or more.

Most Effective Use of Army Equipment Utilization Surveys. Currently

four inspection systems are in being for ensuring that various aspects

of IPE management are being performed and performing well:

-- IIQ AMC IG Inspections

--- emiannual walk-through surveys by commanding officers/technical
direct

--.. quipment Survey Programs

Based on considerations of their impact to date, economics of motion,

and likelihood of effecting improvements when deficiencies are detected

in IPE utilization matters, the following suggestions are made:

(a) Eliminate the questions from the IG inspection that deal

speoifically with IPE.

(b) Continue the semiannual walk-through survey by the commanding

officers/technical directors.

(c) For AMC activities, include the DA Equipment Survey require-

menta under O1L , That is, conduct a single annual survey of AMIV

facilities. The DA Equipment Survey Program is concerned only with

verification of authorizations aa contained in TDAs. CEMPR, which was

to address the total installation equipment base, including IPE and

the authorization and utilization thereof, can fill this void in the

DA program.

However, CEMPR as presently conceived is highly redundant,

particularly with respect to utilization. The following revisions are

suggested for incorporation into the CEPER guidelinea:

(a) Change title of Part IV23 from "Managemnrt of tnduatrial

Plant Equipment and Machine Tools" to "Management of Industrial Plant

Equipment." Adjust questions a, b, ep e, and h, accordingly.

(b) Combine: Part I a, "Equipment Utilization;" Part I e,

"Equipment Pool Operations and Facilities;" Part II e, "Equipment
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Utilizatiuki" (AMCOR 728-1); 4 Part II g, "Equipment Pool Policies."

(see App C for possible manner of combination.)

(a) Add the following questions to Part IV:

If the activity in question operates under the Army45
Industrial Fund (AWF) concept (AR 37-110), has the
ratio of active equipment to idle equipment, as reported

by DIPEC, followed the trend of revenues of AID for the

past four quarters?

For equipment lacking installed meters what method is

uoed to judge the rate at which the XPE has been

utilized:

(1) (Check one)

La) Equipment Operator

Lb) Foreman
(c) Equipment Manager

Ld) Other
(2) (Check one)

(a) periodically estimates hours of usage

Lb) periodically estimates general rate of usage,

for example, heavy-medium-light-idle

Le) periodically walks through area noting

general machine activity and making note

(d) Delete question f, "Does the utilization of IPE meet the

minimum criteria? (Use 20 percent minimum, 40 percent objective

criteria if local standards have not been established.)"

(e) Delete Part V since, by definition, the bulk of teot and

measuring equipment in terms of dollar value, is subsumed under IPE.

Ar•y-Administered Contract Property Administration Utilization

Surv. The Procurement Policy Division, Directorate of l&P, HI A?(,

should advise the major subordinate commaids t1at special emphasis is

to be placed on HQ AMC review of property admin:Lstration as performed

in GOCO/COCO facilities administered by the Arqr and containing

$10 million or more of Government-owned IPE.

Accordingly, major subordinate commands in this category wil]. be

instructc'i to provide the Procurement Policy Division, HQ AMC, with

a conr Pf the results of the annual property admi.nistration system
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survey. The Procurement Policy Division will review the survey results

for completeness and adherence to prescribed ASPR procedures, particularly

that portion dealing with sample sizes.

Property administrators should be instructed to conduct a 100 percent
sampling of IPE with an acquisition cost of $25,000 or more. It is

further suggested that, to facilitate submission and review, the Army

adopt a standardized survey format modeled after a checklist currently

being used by DCAS in conducting its plant surveys. A copy of the

checklist constitutes App C.

Reporting of Idle Equipment

Three aspects of this problem are addressed: The first c,ncerns

the need to identify when equipment is becoming or has becc.ie idle.
The second concerns a control mechanism to ensure that the first aspect

is being accomplished. The third aspect concerns the necessity to

clarify the distinction betwaen idle and excess equipment.

Adherence to New Reporting Requirement--Status Code 3H. As a

result of the changes contained in the ABD (ImL) memo of 10 June 1971,43

the reporting to DIPEC of equipment that has been idle for 10 days is

now applicable primarily to IPE in contractor-operated facilities. The

Directorate of INS, HQ AMC should revise AMCR 700-8233 by adding

paragraph 7 e as follows:

For AMC-operated facilities, e.g., arsenals,

maintenance depots, and laboratories, the cessation

of the relation of IPE to mission is the determinant

of when to report an item of IPE to DIPEC as Idle for

redistribution. Should a mission change, thereby

reducing the requirement for IPE and making some IPE
excess, then the AMC facility would be bound by the

10-day reporting rule for the excess equtp•unt (Ref 15,

para 20501-1). In essence the facility would be

reporting the item as excess to the mission needs

rather than idle. However, should a workload

decrease but the mission not change, redistribution

of equipment gone idle is not intended. Thus reporting
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the equipment to DIFEC promptly is noz an iwgenat

requirement. The reporting to DIFEC of IFE in

status code 3H (i.e., idle but mission-essential)

will occur when:

(a) It is anticipated that obvious decreases

in workload are to last 6 months or longer.

(b) At the time of semiannual readings of

installed meter, should a facility use meters, the

utilization rate reveals possible underutilization

and/or possible pooling potential due to decreased

workload, either of which is confirmed through

further inquiry.
(c) Semiannual walk-through surveys by the

commending officer/technical director reveal

underutilized equipment.

(d) The annual CENPR/DA Equipment Surveys

reveal the underutilization of specific items

of IPE.

An additional change should be made to ANCR 700-82 to increase

the possibility that maximum economic benefit may result from semi-

annual walk-throughs. Paragraph 7 b should be revised 'by adding:

However, industrial plant equipment as defined in

AR 700-43 (Ref 15, para 10220), with unit acquisition

cost of $25,000 or more should be reviewed on a

100 percent sampling basis.

Furthermore, to assure the establishment and maintenance of equip-

ment utilization records for sach high-value items and to facilitate

the foregoing review, App A of AMCR 700-8233 should be expanded to

include the following paragraph 8:

8. Industrial plant equipment, as defined in

AR 700-43 (Ref 14, para 10220), with a unit

acquisition cost of $25,000 or more.

Percentage criteria for each item is at

the option of the using installation or activity.
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Management Indicator to Siji•fy Adherence to Regorting Equipmetnt as

Idle or Excess. An additional suggestion concerns the utilization both

by commanding officers/technical directors as well as equipment management

survey teams of a form of management indicator. This indicator's useful-

ness is premised on the correlation that exists between a facility's
annual workload and machine utilization. Figure 26, a hypothetical case,

reflects this relation.

ALI the arsenals, all the depot maintenance activities, and five

laboratories operate under the AIF as prescribed under AR 37-110.45

* The concept underlying the AIF consists of a revolving fund with any

work performed being supported by a specific fund citation from the

activity being serviced.

Under the provisions of AR 37-110, para 5-8.d.(i), each activity must

submit an annual report, "Army Industrial Fund-Statement of Revenue and

Costs," DA Form 2266-R. This form is shown as Fig. 27. Items I to 17

represent the source of all revenue covering the iast fiscal year (Col 1),

the current fiscal year (Col 2), and the est:Lmates for the budget year

(Col 3). Only items 1 to 17 would be considered in the proposed method.

Before implementing the method the major subordinate commands, which are

the holders of the bulk of the Army's IPE, should agree on which of the

17 items listed should be excluded since some items might not triLy

reflect IPE utilization.

The Directorate of I&S, HQ AMC, should revise AMCR 700-8233 to

require the equApment manager of AZF facilities to prepare and maintain

a graph similar to Fig. 27. That portion of the graph relating to revenues

received or projected would be obtained internal to the facility from DA

Form 2266-R. That portion of the graph dealing with the acquisition

cost of IPE would be obtained from DIPEC, for the past fiscal year.

DIPEC-originated data would consist of the acquisition cost of IPE for

that facility broken out by:

(a) IPE in use at the beginning of the fiscal year

(b) IME reported as idle (excess to facility's needs) during the

past fiscal year, plus other equipment released to DIFEC

(c) IPE reported as status code 3H (i.e., idle but essential to

facility's mission) during the past fiscal year

S107

'r~



. - Uu j U 9 -a - - I

Ix w

108

,..MAC



14 APwHI 1970 ca, 'to 0  11

(MfwATM) rnxnesiArL rm I
NZATEMW C RL¶=~ AND COSTS

nXocALTIR

1. NANIAMMU AMD ABSMiLY

OVMU, AID AM W OVATION

AMWM W 2II D DUICA'rZON

P. INTINO SERVICES
10. IAUhmRY AMi MY clAzm~o SERVICES

u 1ILIY M STATION SM'flCM

25. SUFPOT OF SWU flTUra=IAL CAPACiTy
16. POIDRPOWCTS KID 5SEMCM _____ ______

- \17. TOTAL EAMM VDUMM____ _____

Ia. Come Diem=~ _____ ___

a.0 Materil~s~, Suppliis &Perts Used-
11. Salarias, " Wngco
a. OWntractuaa1 Services

29. other Costs

to. mm ma_______ _______

92. COMS Of MODS MYD SUMICES P~RvcW _____ ______ ____

36 PRI11ORYA flW1TVS5MDlO2ff1%o15A A
93. ACCWIAT=Z OrEAT12(0 M..3MU9 -=

28. uuww=E CQ8I _ __-

a. Military Personnel
b. Depreciation - Plan~ wM

0. otbei _____

21ZAtgNG BTATIMIfCH

eq. Pm~ ON BOA."t - DIý or IPOD_____
a. U1t4M7- -_ __

6. Di'vect Vnterials Wo Parts U~ed
b. Direct LAbor and Overhead _____ ______ _____

31. 132 am!I Wru mu~Z1 or KTm -_____ _____

a/m~olude? not Isin (lows) in amout of reaultirq fm~ closed activities.

Fig. 27-Sample of AlP Sttowtamnt of Roewnue end Costs AV2

log



(d) IPE reportde as acquired (i.e., initially reported to DIPZC

during the past fiscal year)
IDuring the current fiscal year the equipment manager would post

the equivalent of itens(b), (c), and (d), preceding, on a quarterly basis,

togethar with the revenues received under the AIM. During s'eiiannual

walk-through inspections by the commanding officer/technical director

as wel.1 as the annual CEPR. this graph would be reviewed for adherence

to the currelation anticipated.

The proposed graph would serve as a management indicator in two

ways: First, it would provide the commanding officer/technical director

with a tool for judging whether his employees arc likely to have been

achieving economies resulting from a lower workload und equipment being

placed in aidle status (e.g., lower maintenance cost) and whether they

have been Lering o the DIPEC reporting requirement for status code 3H.

SSe.ondlJy, the graph, if made available in advance of the equipment

management surveyý would provide the team with a broad indicator of

management's control ovex ractive aný idle equipment iA the face of

fluctuating workoads.

To tbe degree that an activity can anticipate its workload it

should be able to anticipate the need to activate or acquire IPE or to

declare it exc ss or idle. 14th experience a facility could use such

projections In graphic or raw data form to anticipate the rate at which

IPE should be declared idle (i.e., status code 3H), and monitor actions

accordingly.

Clarification of Definitions of Idle and Excess Equijpment and

Reporting Requirements, DSAM I415.i. To clarify the, distinctions that

should be made betweei reporting of equipmený when it is (W) idle but

not excess to the mission requirements of a facility and (2) idle and

excess to the mission requirements of a facility, the following changes

are reconuended to DSAM 421.5.1,14

Change para 10218 as follows:

Idle M . Depending on the holder two

distinctions pertain:

1. IPE in the possessign of a Defense contractor,

not currently being utilized bht being allowed to

11.0



remain in the possession of the contractor

pending completion of mobilization planning

or foreseeable requirements. Such XiE will

be reported to DIPEC under status code 4F.

2. MlE in the possession of DOD in-house

installations and activities not currently

being utilized or utilized intermittently,

but retention by the installations and

activities is essential for mission support.

Such IPE will be reported to DIPEC under

status code 3H.

Change "Section V-Idle Declarations" to "Section V--Declarations

of Installation or Activity Excess Equipment."

Change paras 20501 and 20601 so that wherever the word "idW a" appears

in relation to equipment in possession of an installation or an activiv,

there is substituted the term "excess to the needs of the installation or

activity," or the equivalent, as suitable to the general wording of the

sentence in question.

Change "Section VI--Excess and Disposal Reporting" to "Section VI-

DOD Excess and Disposal Reporting."

Add:

Section VII-Idle Reporting 20701-Procedure

1. IPE of the types listed in Appendix IA will

be reported on DD Form 1342 (two copies) to DIPEC

"by the usero through required intermediate activity,

at the time any of the following conditions apply:

a. the activity anticipates no change in

mission but does anticipate decrease in workload

that is to last 6 months or longer.

b. the activity, as a result of walk-through

inspections or equipment management surveys,

determines that IPE has become idle, or that certain

IPE can be pooled thus temporarily relegating other

IUE to an idle status.

Change para 10219--"Idle Report" so that it reaus, "...in accordance

with paragraph 20701."
112.
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The foregoing changes should be supplemented by a general review

of DSAM 4215.1 so as to clearly distinguish between a DOD/DXPEC concept

of what "idle IPE" and "excess IPE" consist of and what these same terms

mean to a DOD component, e.g., Arov; and its installations and activities.

Most Effective Use of Army Equipment Surveys. In order to evaluate

the degree to which AMC facilitieu are adhering to current requirements

concerning the reporting of idle and excess equipment to DIPEC, the

following changes are recommended to Part IV of the proposed CEMR Guide.

Delete paragrapih g., "Is idle out-of-use ZIF reported to DIPEC in
141IL10 days as required by AR 700-43,4 and para 5-5d, AR TOO-90?I'11

Add the following paragraphs in lieu of paragraph g:

With respect to IPE that is idle but still

essential to the activity's mission need, has

the activity been reporting such equipment to

D.tPEC under status code 3H?

Has the activity been identifying idle

equipment, in the context of the preceding

question, through the following means:

1. Where decreases in workload are to

last 6 months or longer

2. At time of semiannual readings of

installed meters the utilization rate indicates

possible underutilization and/or potential

pooling possibilities

3. At semiannual walk-throughs by commanding

officer/technical director

Has there been a change in the mission of

this activity affecting equipment needs since

the last CEoM ?

If yes to preceding question and impact is

to reduce equipment requirements:

1. Has the activity reported such excess

IPE to DIPEC within 10 calendar days of its

becoming idle?

2. Or has the activity made adequate plans to report

such equipment reductions when the equipment becomes idle?

112
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SUM&W
In this chapter two major problem areas have been identified, i.e.,

underutilization of IPE and failure to report IPE to DIPEC or failure to

do so in a timely fashion. In examining these problem areas a distinction

has been made as to the nature of these problems as they have their roots

in a contractor-operated environment or a Government-opersted environment.

The degree of control permitted the Army in these two types of situations

differs significantly, the latter permitting greater asset visibility and

a closer control since ASPR does not govern.

In examining these problems as they apply to the Arar, a review has

been made of pertinent facets of the Navy and Air Force systems. This

review offered little of note otAer than the observation that each of the

military services views the subjecti of utilization, utilization standards,

utilization of installed meters for obtaining usage histories, and idle/

excess reporting in a different light. The Air Force, for example,

although recognizing the need to report excess IPE apparently reports it

to DLSC in accordance with MILSTRIP requirements, and does not report

excesses to DIPEC. The Air Force does not recognize the term "idle" as
14used in DSAM 4215.1. One point on which there was concurrence among

all three services was that anticipated workload was the prime determinant

in I.E retention/excess decisions, not the rate at which an item had

been used.

In proposing system changes, two principal topics have been

addressed: IPE utilization, and reporting of idle equipment. The sub-

divisions addressed within each of these areas together with the related

recommendations have been summarized in Tables 10 and 11 respectively.
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Chapter 6
RESOLUTION OF CRITICISM EUAT3iG TO
EXCESSIVE COSTS OF REPAIRS TO IFE AND
POOR PREVENTIVE MAINTENANCE PRACTICES

NATURE OF PREM/CRITICISM

AraW installations and contractors have been criticized from
several sources for noncompliance with AMC guidance on repair expenditure

limitations for inj-use IPE; incurring excessive costs for and making
uneconomical repairs; not screening DIPEC for replacements of IPL prior

to extensive repair or rebuild; and the lack of uniform maintenance

standards, record keeping, and established repair cost limitations. In
addition the Army has been cited for having poor preventive maintenance

(PM) practices for in-use IPE.

CURRET SYSTEMS AMD EVALUATION-ARM

Current System, ContractornOmerated Facilities
The current Army maintenance and PM system for contractor-operated

facilities is shown in Fig. 28. For contractor-operated facilities,
maintenance and PM -requirements are specified in ASPR contract clauses
(Ref 13, 7-702.14 (a thru f) and B-600, 601, and 602). Paragraph a
of 7-702.14 calls for the contractor to "perform normal maintenance of
the Facilities in accordance with sound industrial practice, including
protection, preservation) maintenance, and repair of the Facilities, and
with respect to equipment, normal parts replacement.",1 3 Paragraph b
requires submission by the contractor to the contracting officer, for
approval, of a written "proposed normal maintenance program, including an
appropriate maintenance records system," Clause B-101 places responsibility

for approval of contractors' programs on the property adninistrator. On
approval it becomes an obligation of the contractor to carry out the
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programs. Clause B-602 describes some of the required details of the

contractor's maintenance program, particularly for PM, and also covers

disclosure and reporting of the need for major repair, replacement, or

rehabilitation of Government-owned oquipment and the need for providing

records of maintenance actions and inspections.

ASPR Supp 3 (Ref 15, Annex I, Category 7), describes two functional

areas of maintenance to be surveyed once a year by the Government property

administrator at the contractor's facility to determine compliance with

the approved maintenance program. The first area checks the adequacy

of PM scheduling and record keeping. The second area checks the adequacy

of scheduling and performance of inspections for capital-type rehabilitationp

accomplishment of such actions when necessary, and record keeping including

costs. Requests from the contractor for funds for capital rehabilitation

of industrial equipment above the "normal maintenance" level are reviewed

by the ACO, with the assistance of various technical specialists. If the

request and cost estimates are valid, considering the age and efficiency

of the equipment and the expectation of continued usa by the contractor,

and the contractor's need is urgent or repair only is required, the ACO

will submit the request directly to the PCO for approval and authorization

of funds. If the contractor's need is not urgent and the equipment

requires rebuild or overhaul, the ACO will submit a DD Form 1419 to DIPEC

requesting clearance in accordance with the requirements of AR 700-43

(Ref 14, pard 70301-1.a, C.6). If a replacement is available and accept-

able the PC0 is notified to provide funds for shipment. If a replacement

is not available or not acceptable the PCO must decide whether to rebuild

the equipment. borrow a similar item, or request approval to purchase a

new item. In making his decision the PCO is bound by an expenditure

limit for repair or rehabilitation of "normally., an amount not more than

fifty percent of the acquisition value of an item of industrial equip-

merit...s'e67 However, if "the required and essential production

schedules would not permit time to deliver new or replacement equipmentp"'' 1 4 7

the limit may be exceeded to obtain an immediate repair action.

Current Systems, AMC-Operated Facilities

The hierarchy of current and proposed regulations that bear on
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maintenance and PM activities at AMC installations is saown in Fig. 29.

The DOD level directives and instructions and the Army ru gulations provide

general concepts, objectives, and policies and prescribe responsibilities

of various commanders or organizations. An exception to these is AR 37-
46

100-72, in which the statement of a maintenance expenditure limit

although specific is minute and almost invisible among the description

of fiscal codes. Another exception is AR 750-33,48 which, although

pertinent, contains detail on PM programs that appears to be out of

place in an Army regulation. At the AMC level the regulations provide

considerable detail on maintenance and PM programs, including responsi-

bilities of installation personnel and procedures for operating the system.

Two of the AMC regUtations are in the proposal stage although BAC has

been told the IKi2R22 is currently being applied in the field. AR 750-33

has been hcbA •p pending issuance of the DODI, and AMCR 750-Xx4o has

been withheld almost 2 years awaiting All 750-33.

'h1e presence of so many pending elements in the IPE maintenance

and PM systems, as represented by the unissued regulationn, has made it

difficult for RAC to do more in this area than provide some general

conclusions and guidance for the resolution of areas of conflict or to

obtain program imprnvements. The DCSLOG representative to the Study

Advisory Group (SAG) requested at the July 1971 SAG meeting that the

study team look into the possibility of overlap between the proposed

AR 750-33 and the existing AR 7 50-1-50 However, time was not available

Ut perform sufficient analysis so as to take a firm position on the matter.

Preventive Maintenance at AMC Facilities. The current system for

PM of in-use IPE at AMC installations is described by Fig. 30. The basic

document for equipment management is AMCR 700-64,19 which prescribes the

formation of an Equipment Control Branch, within the Equiphant Management

Office at an installation, and the branch's responsibilities for develop-

ing local PM requirements and regulations. AMCR 70O-7539 supports and

complements AMCR 700-64 by providing instructions for a uniform automated10
record keeping system that includes both PM and maintenance. AMCR T00-75,
however, applies only to installations identified as SPEED depots. Other

instc7 -tions not now equipped with a computer capability are to be covered

by manual procedures contained in the proposed AMCR 750-xx.49 Both
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F :1i
AWM 700-75 and 750-xx refer to the use of maintenance and PM record

forms contained in TM 38-750,54

Approval of Maintenance Haenditure at AMC Facilities.* The primary

auditing agency complaints in the maintenance area concerned the making

of uneconomical repairs or incurring expenditures above the limit of

50 percent of acquisition cost; not clearing with DIPEC prior to making

such repairs; and poor record keeping for maintenance actions. The DOD,

Ara., and ANO-level regulations previously described in the PM area also

covered maintenance, and descriptions of these will not be repeated,

although the conclusions pertinent to maintenance will be repeated

where applicable. The following paragraphs will stress the details of

the current system for approving the expenditure of funds for IPE

maintenance) since the adequacy of this system has been questioned by

auditing agencies at AMO arsenals, depots, and laboratories.

The current system is detailed in Fig. 31, A need for repair results

In a maintenance request and a cost estimate that is matched against the

preocribed limit. At the same time a determination is made whether

rebuild/overhaul is required. If the repair estimate does not exceed

the limit of 50 percent of acquisition cost, and rebuild/overhaul is not

required the i~istallation may proceed with repair using their OMA funds.

If the cost estimate exceeds the limit and/or rebuild/overhaul is

required, and the need is too urgent to await DIPEC clearance for a

replacement item, the repair is again made from OMA funds. If the need

is not urgent the procedure prescribed in AR 7o00-315 for clearing with

DIPEC is followed, rentilting in either an acceptable replacement being

available, in which case the problem is resolved, or no acceptable

replacement available, which gives the same result as no replacement of

any kind being available. The latter two results require a decision by

the installation to (1) borrow a similar item from another facility,

(2) attempt to procure a new item or (3) rebuild the failed item regardless

of repair cost limit. Due to the delays involved in finding an acceptable

item for loan or obtaining approval for new procurement, rebuild is the

most likely course of action, resulting almost invariably, in excessive

repair costs.
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Evaluation of Current ystems

Contrac4r-ORerated Facilities. All reviewing agen~ies reported

deficiencies in meIntenance record keejlngp excessive coutn for repairs,

and uneconomical repairs made by contractors. The ASPR reqLuirement for

initial approval by the PA f the maintenance program submitted by the

contrýctor should rovide t:e opportunity for determining that a contractor's

program is adequate. There were no complaints by reviewing agencies in

'this area. The complaints pertained to Insufficient implementation of

the program, but the PA's ¶nnual sirvey, if competentlyýdone, plus

periodic \informal checks should provide sufficient control in this area.

The primary a a of complaint was the lack of control of costs for

repair or M onabilitaol. Responsibility for expenditure of funds rests

solely with the PCO. He should be aware of the limits on expenditures

and the urgency of the contractor's needs when making his decision.

However, there is no control on the maximum amount that may be spent for

repair or rehbilitati~n once the limit is exceeded nor is there a means

for recording the Justification for an expenditure above the limit for

use in a possible review by an auditing agency.

PrevenIive Maintenance at AMC Facilities. The current system for

PM lacks any feedback to H4 AM& that would indicate that the various

installations have indeed complied vith the requirements for developing

a local PM program. \There is a void where no detailed instructions

presently exist for other than SPEED depots. The existence of prposed

IPE management regulations at both Army and AMC levels poses a problem

that must be resolved. TM 38-750,P' in It~s tatement of s.ope, excludes

Application to IPE.

A proval of Maintenance Expenditures at AMC Facilities. The system

Slacks control, documentation of excessive expendituras, and sources of

information us'eful to improved decision making. It also suffers from the

lack of definition of expenditure l'.mits that\was evident in the prior

discussion of contractor-operated facilities. Some of the conclusions

from tze contractor-oprated facilities area cand PM areas are equally

applic~ble to thid area.
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CURRENT SYSTEMS AND EVALUATION--NAVY/AIR FORCE

To identify any ideas that might be profitably adapt.-d to Arwy neeas

in attempting to improve the Army maintenance and PM systems, a very

brief review was made of existing Air Force and Navy systems currently

serving the same purpose.

Navy System and Evaluation

Within the Naval Air Systems Command each activity has its ow, P1M

program, the contents of which are locally determined. There exists no

guiding document at present to prescribe PM practices for all activities.

However, an assignment was recently made to '.,ne of the field activities

to design an automated program for PM that would be applicable to all

activities. The command states that they observe the requirement to

clear with DIPEC prior to rebuild/overhaul but rebuild requires approval

from Headquarters. The command will obtain a quotation from the mwau-

facturer prior to committing themselves to any rebuilding and will

consider replacement as an alternative. Usually they will replace due

to the age of the equipment and the technological state-of-the-art

advantages that may be obtained. The funds for rebuilding come from the

Naval Industrial Fund. If repair cost is less that $5000 the Commaxiding

Officer at an activity can make the decision to repair without Headquarters'

approval. If the cost exceeds 40 percent of acquisition cost DIEC

must be cleared first.

At the Naval Ship Systems Command, PM procedures are covered in

detai1 in a 1959 regulation. Approximately 2 years ago one of the shipyards

was requested to develop a new set of automated procedures for PM but the

task has not been completed. In this command, P9 is also covered by the

Naval Industrial Fund. There is no limit on expenditures for repairs;

approval is necessary only at the shipyard level. However, this command

stresses the recording of maintenance costs for each item of IPE, and any

analysis for replacement of an item will be based on the utilization of

the item plus its maintenance cost record in addition to urgency of need.

The ccmmand states that they observe the requirement to clear with DIPEC

prior to rebuild.

Overall, AMC is ahead of the Navy in automating PM procedures. In

the maintenwice area the use of maintenance cost history as background
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to repair/replacement decisions appears to be useful, and the recording

of this type of data has been suggested earlier in this chapter.

Air Force System, and. Evaluation
In the Air Force, maintenance of in-use 1PE is accomplished in-house

at the various AMAn. Guidance for maintenance activities is contained in
2TAF Manual 67-5..I It is the AF policy to condemn an item of equipment

rather than repair It if the estimated cost to rzjpair exceeds 65 percent

of the stock listed unit cost, which is current catalog or replacement

cost.

PROPOSED SYSTEM CHANGES

Contractor-Operated Facilities

Since evaluation of the maintenance aspects of the current system

for contractor-operated facilities indicates that the primary control

point for rehabilitation costs is the PCO, any improvements must be

related to his function. Several conclusions have been reached in

attempting to improve the current system. The proposed charges are shown

with dotted lines on Fig. 32.
First, it is desirable to prevent unnecessary or uneconomical repairs

from being made when a replacement may be available from DIFEC. As it

currently reads, paragraph 70301 of AR 700-43 requires clearance with

DIPEC only prior to rebuild or overhaul, these being assumed equivalent

to rehabilitation. A repair action does not at present require clearance

with D1PEC even if a major repair is involved. This is clearly not the

intent of AR 700-43, and this loophole should be closed. RAC has been

informed by DSA that change 7 to AR 700-43 will require clearance with

DIPEC prior to "major repairs" of active I7E as well as for rebuild/over-

haul. This change will close the gap if "major repair" is suitably

defined.

An attempt has been made to define a major repair in a draft of a
proposed DODI on the establishment of repair eligibility criteria for

in-use MP. 5 5 In the draft document a major repair is defined as one

that "exceeds 40 percent or $8000, whichever is less of the standard
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Inventory cost" (Ref 55, Sec 111, para A5). The standard inventory cost

is a current or replacement cost for the item. Since the Army wishes to

base its expenditure limit for IA on acquisition cost rather than replace-

"ment cost a second conclusion must be that, for Army purzoses, the

definition of "major repair" given in the proposed DODI should be based

on acquisition cost to preclude the need for obtaining or compUtling a

replacement cost. Establishment of a definition of major repair is a

requirement for effective control of repair costs and it should be

included in the definition section of AR 700-4314 for reas4 reference.

A third conclusion is that the use of acquisition cost as a baseS~46
for computing expenditure limits, as stated in AR 37-100-72, is in

direct conflict with AR a50-27 n•ad its subsidiary technical bullatins,

which prescribe expenditure limits for determining the economic repair-

ability of Army materiel and use a percentage of replacement cost as a

reference point. This conflict might be resolved by placing in AR 750-2T

a statement that it does not apply to IPE, assuming that it is indeed

the Ary's intention to provide different bases for repair eligibility

for items of supply other than IPE.

A fourth conclusion is that sonme control is needed on repair costs

that are estimated to exceed the expenditure limit and are approved by

the PCO owing to urgent scheduling requirements. It is suggested that

any costs that would exceed the expenditure limit should require the

additional approval of the head of the procurement activity at the

major subordinate command. This procet.ure would ensure that the reasons

for exceeding the limit are clearly stated and have been validated.

A fifth conclusion is closely related to the last one. It would

require that in all cases the PCO record the reasons for exceeding the

expenditure limit and send a copy of this record, including the sigature

of the head of the procurement office involved to the property administrator

to be filed with maintenance records for the item of IPE in question.

The records would then be complete and would be available for review at

a later time in the event of an inquiry by an auditing agency.

A sixth conclusion is that the actual costs of repair or rebuild/

overhaul should be recorded and compared with the original cost estimate

by the ACO for the information of the PCO. It is possible that the reason
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for exceeding repair expenditure limits is because estimates are lower

than the actual costs. The comparison procedure suggested would, over

time, provide a measure of the accuracy of estimates, and lead to any

necessary improvemnts. This comparison should be required only on a

tempoorary basis, for perhaps I year, and could be eliminated if it is

shown that estimating is not a problem or if sufficient data are made

available from the comparison to resolve any apparent problem. Although

the comparison may be discontinued after serving its purpose, recording

the actual cost of repairs on the maintenance record for each item of IPE

should be continued. The maintenance cost record would be a useful gage

of the performance of the item that could be reviewed during any

consideration of possible replacement instead of additional repaira.

Preventive Maintenance at AMC Facilities

Two alternative systems are proposed for iwmroving PM management

as shown in Figs. 33 and 34. The only variation between them is that

Alternative 1 (Fig. 33) assumes that the Army-level regulation will

survive and that Alternative 2 (Fig. 34), assumes the AMC regulation

will survive. The study team's position is that one or the other of

these regulations is sufficient; both should not be required. Several

proposals and conclusions are independent of these two regulations,
however, and these wil. be discussed first.

It is proposed that each AME installation send copies of both its

PM and maintenance regulations back to HQ AMC (I&S) as evidence of

compliance with AMCR 700-64.19 These submissions should be updated

annually if any changes have occurred and provide a starting basis for

* the annual CEMPR by describing the programs whosc. implementation is to

-- be reviewed. A second proposal is to revine AMCR 700-7539 to be

applicable to all major AMC installationsp not just SPEED depots. In

conjunction with this proposal the automation of both maintenance and

PM procedures shou1.d be placed on the jAMC schedule for all major

* installations. Automation of these procedures would eliminate much of

the tedious and time-consuming paperwork Involved, improvw the timeliness

and accuracy of record keeping and place alI major ANC installations on

the same baais with regard to maintenance and PM aspects of equipment

management.
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An additional proposal is that DA develop a publication in the 750

series, such as a technical bulletin, that would contain guidance for

installation P• procedures for aJi types of IPE. This publication

could incorporate the PM details currently included in the proposed AR

750-33 4 for metalworking equipment and would require the addition of

guidance for nonmetalworking equipment. Such a publication would satisfy

in part the implications of pars 70201 of AR 700-4314 with regard to

establishment of sound PM practices.

Of the two alternatives depicted in Figs. 33 and 34, if the ArcW

chooses to retain an I'E publication at the AR level, Alternative 1 will

oe a desirable course of action. It is PAC's conclusion that the pi'oposed

AMCR 750-XX49 would be necessary only to provide interim manual procedures

until automation of the various instellations is completed. It is also

suggested that, in this case, AR 750-3348 be pub3ished without the PM

details (suggested for separate. publication) and using the TK 38-7505

maintenance and PM record forms rather than the new forms proposed. These

conclusions were reached because PM details appear inappropriate for an

AR, as previously discusued, and because the TM 38-750 forms appear to

be adequate for the purpose intended, are already part of the AraW

maintenance system, and are already part of the prescribed procedures

described in AMCR 700-7539 for the automated system. To eliminate a

current conflict, para 1-3.6 of TM 38-750 should be revised to strike

out the exclusion of XPE.

If the Army chooses to el?.minate the proposed kR 750-33 in favor

of another regulation, such as AR 750-1,50 then Alternative 2 would be

the preferred course of action. In that case it is the study team's

conclusion that the proposed AMCR 750-xxx be issued in a form including

the stronger language and coverage of AR 750-33, including the interim

manual procedures for PM and maintenance, but without any of the PM

details suggested for separate publication. As it presently stands,

AMCR 750-xx is a sketchy document that would benefit considerably from

an infusion of the wording of AR 750-33, assuming that the AR is not

published.

132



-Aproval of Maintenance EUe~nditures at AMC 7acilities

The proposed system ±s shown in Fig. 35. It shows a feedback of

actual repair or rebuild costs to the estimators for comparison with cost

estimates to determine if the problem is one of poor estimating. This

proposal is the sau as that made for contractor-operated facilities and

again would be temporary until recognition or resolution of the problem.

Again, the recording of actual repair costs for each item of IPE should

be continued even after the need for a comparison with estimates Is past.

It has been suggested that such maintenance cost data be centrally

recorded by DIPEC on files that would be made available to each service

as desired. The study team believes that such central fies would be

very seldom used and that recording of maintenance costs should remain

a local matter for each installation.

A second proposed action is to differentiate between # repair

a major rokpair and to have AR 700-43I1 revised to require screening of

DIEEC for major repair in addition to rebuild/overhaul. As previously

noted under contractor-operated facilities, change 7 to AR 700T3-34• i

supposed to include recognition of major repair, and the proposed DODI

will define it. An additional proposal is to reference in AR 700-43

the use of SB 9-22657 to identify items of IPE that are not to be

repaired.

The study team has also concluded that a control is needed when a

failed item of IPE requiring major repair, reouild. or overhaul :; so

urgentLy needed that there is not time to clear with DrPEC before making

the repair. In this circumstance it is suggested that the reasons forx

the urgency be recorded and approved by the production manager, laboratory

directorp or equivalent at other installations, before making the repair.

The approved reasons for the decision should then be f'iled with the

maintenance record for the item for possible future reference.

Another proposal for improving the system, woutld be applied when

an installation has requested a replacement from DU'EC and none is

available or replacements offered by DMEC are not acceptable to the

installation. In this situation it is suggested that DIPEC be asked to

supply some additional information to assist the installation in deciding

on a course of action amn~ng procuring a new item, borrowing from another
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installation, or rebuilding the failed itea. DIPEc should be required

to comuate the reutilization value peroentage (MVP) for the failed item,
and to list similar items that are currently in Codes 3H and 4F in the

DIIEC files. This information would establish the desirability of'

repairing the item and provide a source of possible loan candidates.

The study team has concluded that when the decision to buy•, loan, or

rebuild has been made a further control is required to validate the
decision. This control would be approval of the decision by the

Director of AS at AMC major subordinate commands or approval at an

equivalent level at other installations.

With regard to the overall system for maintenance it is concluded
39that, as in the area of preventive maintenance, AMMR 700-75 should be

revised to mnke it applicable to all major AMC installations and that

the automation of maintenance record keoping at theme installations be

scheduled as rapid.y as posoible,

A final conclusion is that maintenance and PM practices at AMC

installationa will not be subs=antially improved until the status of the

related draft publications at DOD, Army, and AM levels is resolved and

the directions to be followed at these installations become clarified.

Two general problem areas were addressedo one pertaining to

conditions leading to excessive expenditures for repair of in-use M,

the second relating to deficient or nonexistent PM programs for IPE.

In reviewing these problem areas a distinction was made between

policy and procedure as applied to contractor-operated facilities and

to AMC-oporated facilities. With respect to contractor-operated facilities

the provisions of ASPR were noted to govern repair, rebuild, and overhaul.

SOCriticism by auditing agencies in this environment was limited primarily

to lack of control over repair, rebuild, and overhaul resulting in

excessive costs for rehabilitation. The PCO was identified by RAC as

tke key individual for exerting the needed control. Another conclusion

was the existence of a loophole in AR 700-43,I1 namely, the current

requirement to screen DIPEC when rebuild or overhaul of IME is involved
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but not when a major repair is invol.ed. Several additional conclusions

were made.

With respect to the two problem areas being addressed and their

application to AMO-operated facilities, note was taker, of the consicierable

degree of flux that currently exists with respect to pertinent DOD, DA,

and AMC Instructions or regulations. Some have been pending for as long

as 2 years.

PM at AMC facilities is governed through various AMCRs within the

AMC Equipment Management Program with the Directorate of I&L as the

proponent. Currently no effective control exists to ensure that AMC

facilities have instituted a preventive maintenance program in

accordance with AMOR 700-6,I4.

With respect to the problem of excessive IPH maintenance custs at

AMC-operated facilities, sp6cific manifestations of this problem

included uneconomical repairs or incurring expenditures abcve tha 1.mit
of 50 percent of acquisitlon cost, not clearing with DIFEC prior to
incurring such costs, and related poor record keeping,

Tables 12 and 13 suumarize the system changes that are proposed
to alleviate or eliminate the major 1PE maintenance problems being

addressed in contractor-operated and AMO-operated facilities, respectively.

136



to4 PI +1 0 W w

rd 'T uO 0rl 4%'
0o 4 ~ 14 'T 10 . 0

-A rd c43 0) --a
43 0

- U ) 4-'

Pý -4 R !0

(D 'H 4 )

0.ri~ ~ "Au ).-

*r) 4) 
C

13 V4 to

F4W 0 N)

rc 4r (q to C) p 0 rd -%
*. rl -P P41 -') C

o 4 U- 0rltI.
137.ý " 1 8 .2'



0+ 0~ r

o43l

0 ~ 0 Cr i

0 43 m 2 1(

C)

00) 4.3 0 V
.,I4 Lf\ 4.

"-I -A 4-1 to C)

41 0 dU 3 ,

4/ 
0) 4 -

toS x aOJ to 80 0

fl P FA al L) 44) -A

r.,0 COO IV. -V4 4'-. 0-5 4-.

0)0A

4ý 0 1

".L 4-
4- V -\430 d

ri 4. -

cu A '138
$4+ PA4 j (D 0'



Chapter 7
MANAGMENT OF INDUSTRIAL PIANT EQUIRENT

AND EQUIRMi MANAGEMENT

NATURE OF PROBLEM/CRITICIS4S

An additional problem was assigned to the RAC study team by the Chief
of Staff, K AMC.58 The Chief of Staff basically was interested in

a lnanng the possible organization alternatives within AMC that would

permit the integration and control of all IPE activities under a single

management. RAC wes instructed to pay particular attention to the question

of consolideting all IFE activities under ISA or the Production Equipment

Agency, both physlaally located at Rock island, 111.

Te basis of this problem is t; be found in the AAA repor-t of November
1969 w•hich stated:

d. Decentralizations of the Army's management of
IFE was a factor In many of the problem areas noted during
the audit. No single organization or activity served
as the focal Po~nt V°or overall Army management policies,
procedures and supervision. Prior to the creation of DIPEC.
the Army centralized most IPE management responsibilities
in the U. S. Army Production Equipment Agency (PEQUA).
With DIFEC rs formation, PMUA retained responsibility only
for technical advice and asaistance in the IPE area; the
Army's management responsibilities were vested separately
among the individual major and subordinane commands and
activities. Although possessing about 93 percent* of the
Army's IFE, the U. S. Army Materiel Commaid's (USAMC's)
management responsibilities were decentralized among its
,Headquarters directorates, the offices within these direc-
torates and, in turn, to the various subordinate con•wmds
and activities (Rf 55j, pare 2d).

The RAC study team found the condition of decentralization described

by the AAA to be quite accurate. This quotat'.on is examined in more

*Study team analysis of DIPEC reports revealed 97 percent to be the
current figure.
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detail later in this chapter. However, the conditions described above

were not cited in any of the other reports that were the basis for isolation

of critical or major IIE managemunt problems such as those addressed in the

last five chapters. Although the AAA report contained the above statement,

it was not presented in the nature of a problem requiring specific correc-

tive action. However, the RAC study team cons.2ders the relatively high

degree of decentralization of IPE management together with a marked

scarcity of feedback on system performance to be contributing causes of

many of the problems treated in the document. Further, the RAC study team

considers the resolution of both of these problems to bu fundamental to

any short- or long-term resolution of the types of problem addressed in

the precieding chapters.

In addressing this subject area the study team pursued a course of

first examining the structure internal to the Army under which IPE Is

managed, with particular attention being given to the AMC organizational

structure. A review was made of the Air Force and Navy organizational

structures, in similar fashion. In performing this review it quickly

became apparent that IPE and capital equipment in general was managed

radically differently among the three services# It also was recognized

that in order to cope with the problem concerning the most feasible

organization structure through which to manage IFE, one had to address the

broader questions of organizational missions and equipment management.

ARMY ORGANIZATIONAL STRUCTURE FOR MANAGING IPE

Figure 5 (repeated here for the reader's convenience) portrays the

principal activities within DA that participate actively in some function

of IFE management. At the DA level the only activity the study team could

identify as actively participating in IPE management functions was within

the Deputy Chief of Staff Logistics area. This office had been promul-

gating policy on IFE management as it related to the Industrial Preparedness

Program. However, such policy only affects the arsenals and contractor

facilities at the AMC level, and hn. no impact on AMC facilities such as

laboratories, maintenance depots, proving grounds, etc.

Before addressing the elements within AMC that are concerned directly

with IPE management, a distinction was made so that several management tasks
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could be recognized: planning, programming, and budgeting (PPB); the

promulgation of policy, particularly that relating to the use of capital

equipment needed to perform against approved PPf; executing against the

approved PMB: and controlling so as to ensure that the manner of execution

is in conformance with what was planned, programmed, and budgeted.

Control of the PPB aspects of IPE management rests at the HM AMC

level with three principal directorates: The Directorate of R&P, which

has responsibility for the PEMA funds; the Directorate of RDE, responsible

for RDTE funds; and finally, the Directorate of Maintenance, which has

responsibility for OKA funds. Each of these three types of Iunda tends to

relate primarily to one or at the most two types of AMC facility. Ar-

senals are the wain users of PD-funded IPE; the Repots are the main users

of OMA-funded IPE; and the laboratories and proving grounds/test centers

are the main users of RDTE-funded IPE. Since PEMA funds are used to obtain

all the IFE associated with the ammunition pleats, arsenals, and contractor-

operated facilities as well as a portion of the IPE used by maintenance

depots, the Directorate of' R&P has tended to dominate IPE matters within HQ

AMC.

With respect to proposed policies that relate to (a) IPE management

and (b) the ability to execute against current or future protgrams, the

directorates controlling the fuids are the ones who propose, review, and/

or approve the proposed policy. In the case of proposed policiec

affecting MP in laboratories and proving grounds/test centers, ;he Dejputy

of Laboratories and TECCH have review and approval authority.

Neither the Directorate of R&P, RUE, nor Maintenance has line c•ontrol

of the activities that are users of IPE. The Deputy of Iaboratories has

cognizance over the laboratories, and the Test and Evaluation Command over

the proving grounds/test centers, not the Directorate of RDE. The

Special Assistant for Depots has cognizance over the depots, not the

Directorate of Maintenance. The commodity commands that govern the arsenals,

report to the Offices of the Commanding Gcneral/Deputy Commanding

General, HQ AMC.

It is worth noting that within the Directorate of R&P two divisions

participate actively in IPE management. The Procurement Policy Division

concentrates on policy matters relating to, among other things, IPE

142



management in the contractor environmeut. The Industrial Preparedness

Division, among other things, is responsible for consolidating for PPB

purposes PEMA-funded equipment requirements, includig Ik , but excluding
PEMA-furided Il' to be used in maintenance depots.

The emphasis for the three Directorates described above is on broad
PPB and control. When IPE is addr -",ed by them, it is generally subsumed

under an important program such as modernization and replacement, manu-

facturing mthods and technology, facilities layout, etc.

PEQUA is a Class II activity that reports to the Directorate of

R&P, HQ AMC. The primary mission of this activity is to:

a. Serve as the central point of contact within AMC
for engineering and techmical assistance and consultative
services to all elements of AMC concerned in the investi-
gation and utilization of new and improved manufacturing
techniques, processes, and equipment under the AMC
Manufacturing Technology Program.

b. Maintain and promote within AMC knowledge of
the latest manufacturing trends, technology, and
e•quipment.

c. Serve as the central agency fox, providing technivn 1
coordination and assistance to all DA comMande, installations,
and activities in the management of production oquipment
and other IPE.

d. Provide the focal point within AMC for the achine
tool industry, technical associations, other industrial
"organizations, and knowledgeable perý:onnel of Goverment
departments and agencies to propose new techniques and
processes for evaluation relative to applicability in
the production of military materiel (Ref 59, P 3).

*- P 'QUA is largely limited to those activities falling within the Indus-

trial Preparedness Program. This wou:ld encompass approximately 80 percent

of all active and layaway IPE under the control of AMC. IFQUA consists

of a staff of approximately 31 persons, 65 percent of whom are engineers

and technical specialists. These personnel are concerned primarily with

the coordination and evaluation of proposed layaway programs, modernization

programs, and manufacturing methods and technology programs, all related

to the broader industrial preparedner.s program. Although PPQUA had

participated in a number of modernization studies relating to maintenance

depots, this ftnction hai effectively been transferred to the Maintenance

Support Center.
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ISA is ulso a Class II activity. This agency reports to the

Directorate of IS, HQ AMC. ISA's mission is:

a. To serve as the technical arm of thu Directorate, I&S
HQ AMC.

b. To provide engineering assistance and consultive
services to all elements of AMC in the management of acm-
munications facilities and phyoical plants of AMC and
logistical support services incident to the operation of
AMC installations and activities (Ref 60, p 3).

Of particular interest to this study is the prime function of the

Equipment Management Brannh of this agency:

Provide operational management and evaluation of equilment
management programs at all AMC installations and activities.
The areas of interest includo•p but will not be limited to,
operation, maintenance, utilization, modernizationp redis-
tributionp repair, replacement, inspection and calibration
of installation equipment) processing Tables of Distribution
and Allowances, and approving requests for equipment in
excess of authorized allowances (Ref 60, p 24).

This agency is authorized approximately 114 personnel, 51 percent of

whom are engineers, scientists, and technical specialists. The degree

of expertise in production equipment matters is much less than in PEQUA.

The AMC Equipmeenb Management Program will be discussed in greater detail

shortly. It is to be noted that in describing the mission of ISA a reason-

ably accurate description has been given of the scope of the staff res-

ponsibilities of the parent Directorate of I&S, HQ AMC.

AIR FORCE/NAVY ORGANIZATIONAL STRUCTURES FOR MANAGING IPE

Air Force Structure
Figure 36 highlights the principal organizational elements within

the Air Force relating to IPE management. There is a pronounced dichotomy

within this service with respect to its types of activity. At the

Department of Air Force level, DCS R&D is concerned with contractual effort

(e.g., COCO and GQCO), as well as those Air Force military activities

engaged in R&D. DCS, Systems & Logistics (DSC Sys & Log), is concerned

with all other Air Force facilities. The counterpart of the DIS R&D at
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I
the next level down is the AF Systems Command., which controls in a line

uapacity the test and special weapons centers, the laboratories, and the

management of contracts relating to R&D as well as production efforts.

The AF Logistics Command is the couuterpart of the DOS Sys & Logý

This command controls the AMAs which are somewhat analagous to the Army's

commodity commands minus their R&D missions. At Headquarters, AF Logistics

Command, the Directorate of Materiel Requirements under the DCS Materiel

Management plays a key role in equilpment management. As was pointed out

in an sarlier chapter, the Air Force does not report in-use IPE to DIPEC.

Thus, AFEMS includes IPE within it, along with all other nonexpendable

equipment with a unit cost of $40 or more. AFE24S will shortly be compared

with the Army's Equipment Management Program.

Navy Structure

Figure 37 represents still another mark6dly different organizational

structure--the Navy's. Although there exists at the Department of the Navy

staff level the office of the Deputy Chief of Naval Operations (Logistics),

this office does not concern itself with IPE, per se.

The AMC counterpart within the Navy is the Naval Material Command.

At the staff level within this command there is a dichotomy that is

similar in degree of differentiation to that of the Air Force. IPE in the

hands of contractors is administered through the Contracts Administration

Division of the Deputy Chief of Naval Material-Procurement and Production,

but IPE in Naval facilities is controlled by the Directorate of Installations

and Industrial Resources under the Deputr Chief of Naval Material Logistic

Support. The various system commands-the closest Navy counterpart to the

Army's commodity commands-perform in a line capacity to the Chief of

Naval Material. The biggest users of IPE within the Navy are teportec2

to be the Air Systems 'ommand, the Ordnance Systeou Commandp and the

Ship Systems Command. Only the broadest guidance is disseminated from the

DCNM level. Each rystems command is organized uniqueljy and interprets

the DCNM policy and guidance for applickition to the facilities under its

control. The Naval laboratories are controllad by the Director of

Navy laboratories under the DC.NM 2or Development.

Although not represented on Fig., 39, the Comptroller's Offi'2e at the
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Secretary of the Navy's level, as well as the various fiscal offices at

each level within the Navy, participates in the management of Iii. The

Comptroller is the proponent of the Naval Comptroller's Manual (NAVCMRLN),T

which will be treated further when the Navy's equipment management system

is described.

EQUI]MtM MMGE14 SYSTEMD-ARMYAIH FORE/NAVY

In exoining the subject of equipment management systemap the RAC

study team wished to determine to what extent IPE was managed as a separate

group of equipment. This line of inquiry was largely dictated by the fact

that the study team was not convinced that a separation of IFE management

from other equipment management as implied by the Chief of Staff's directive

is the most effective way to manage IPE.

The Army Eauipment Management Program

Equipment In-Use at AMC Military Facilities. As the AAA report has

indicated, the Army does not have a focal point at the DA level from which

policy emanates on the subject of IPE management. The saw holds true for

equipment in general. Although DCSWOG has published AR 700-90 which

addresses certain aspects of IPE management, the regulation is limited in

application to the Induutrial Preparedness Program. Army regulations

relating to various aspects of equipment management, e.g.$, authorizations,,

property accounting, utilization, maintenance, disposal, etc., exist in

profuse numbers but their proponents are located throughout DA staff.

However within the AMC, The Directorate of Installations and Services

has responsibility for maintaining an Equipment Management Program. This

program has existed almost since the inception of AMC itself. The program

is directed at the effective management of all installation equipment

at all AMC major subordinate coum.nds and all separate installations

and activities reporting directly to H4 AMC. The term installation

equipment is described as:

... All nonexpendable equipment other than real property,
fixed plant communication equipment, and non-appropriated
fund property in use by an installation or activity to ac-
complish or support an assigned misuion.

IE includes all equipment requiring authorization
under the installation or activity TDA or other applicable
equipment procurement or acquisition authority (Ref 13, p I).
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ity The Equipment Management Program specifically encompasses responsibil-
ity for major aspects of the following processes., authorization., acquisition.,

utilization, redistribution, modernization, maintenance, disposition, and

property book accountability. However, the program is directed at in-use

equipment, and related in no way, for example, to equipment in layaway

lines. In addition, the Equipment Management Program relates only to in-

use equipment in military-operated facilities.

An extremely important feature of the Equipment Management Program

is that an organizational concept accompanies it. AMC direction provides

that centralized control ovtir the execution of this program will exist

at each AMC activity and installation, and this control will be exercised

by the equipment manager. In the case of the AMP, depots, DA Pamphlet

570-566, "Staffing Guide for U.S. Army Depots,'61 provides a suggested

organization structure for carrying out the directive on centralized

control of the Equipment Management Program. Figure 38 has been extracted

from this pamphlet.

The Rock Island Arsenal was in the process of instituting an organiza-

tional change during one of the study visits to that activity. Although

the Equipment Management Program had existed for years, and the title
Equipment Manager had been assigned to an individual, this arsenal had

never established an organizational entity to effectively carry out the

spirit of the program. An Equipment Management Branch was established at

the arsenal in December 1970 (Fig. 39). Its functions are as follows:

(1) To assure that sufficient serviceable equipment is available;

that minimum equipment inventories are maintained; that equipment is main-

tained in the most economical manner; that equi;pment is operated at lowest

cost; that economic repair is made of unserviceable economically repairable

equipment; that excess equipment is properly condition coded; and that

calibration is made of test and measuring equipment.

(2) To maintain the arsenal's TDA for all installation equipment.

(3) To manage the IPE program by providing guidance to operating
divisions for controlling acquisitions, retentions, and disposals.

(4) To develop programs for disposal of tools, dies, etc.

(5) To obtain approval for capital equipment in TDA.

(6) To perform command inspections of the installation property
book.
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T•T) To maintain TAMMS system for installation equipnent.

(8) To coordinate plans and management data for the preparation of

OMA ard PEMA budget estimates, forecastý, and projections for installation

equipment and Industrial p nt equipument.

(9) To administer approved funded cost programs.

Figure 40 is the organizational structure the Directorate of I&S, HQ

AMC, suggests AMC activitieb adopt internal to their organizations. Tha

depots and Rock ýsland structure both conform closely to this suggested

In suamary, a~though ot all AMC activities have established organi-

zational elements with the responsibility for controlling the Equipment

Management Progrm, the concept already exists within AMC for controlling

the large majority of the processes t~at are a part of a comprehensive in-

use capital equipment management program, including IPE.

In reviewing the AMC Equipmnt Management program the RAC study team

observed a number of shortcomings including the following:

(I) In its applicati.on the program fails to distinguish any relative

degree of importance among a vast array of equipment.

* (2) There is a myriad of ANC regulations each treating relatively

smrll portions of the program.

(3) There in a strong tendency in the program to emphasize control

of equipment in TDA And TOE orily. (Much IPE, particularly in the arsenals,

is not carried on ouch documents.)

Until the past few months the programifailed to emphasize the singular

nature of IPE as a part of installation equipment. A number of steps have

been taken by the Directorate of I&S in attempts to correct this situation.

"Govornment-Owned Equipment In Use at Contractor Plants. In the

contract6r enviionment the ASPR governs almost exclusively as far as any

Government-owned equipment management program is concerned. This subject

has been covered repeatedly in earlier chapters and will not be repeated

here. At the present time there are discussions being carried on between

representatives of the Directorates of I&S and R&P, HQ AMC, and ACSFOH

concerning the requirement in para 2-40 of AR 3l0-4932 to document

certain GOCO equipment in a TDA. The equipment manager at the AMC major
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subordinate co-ond letting the contract would have the responsibility

to ensure that this provision Is carried out. But by reason of the

terms of ASPR and the contract, that is the farthest extent to which

he could effectively operate.

Inactive Equiuent. Within AMC, inactive organizational equipment,

other than that in the military supply system or in the process of being

transferred out of the ArW system or disposad of, is almost invariably

associated with layaway lines# Layaway lines are comprised of both IPE

as well as sizable amounts of non-IFE. Chapter 2 of this document reveals

how the management of layaway lines at the HQ AMC level and higher levels

tends to emphabize only the IFE portion of the line because the DD

certification/recertification process emphasizes only the IPE portion.

Iayaway lines exist not only in AMC facilities such as arsenals,

but in contractor-operated plants as well. Layaway lines stored in AMC

facilities are offit'ially acccuanted for under the property accountability

system of the facility in which stored. Under the concept of the Equipment

Management Prograu, if carried out as intended, the equipment manager

would be the propertty accountable officer.

•ayaway lines stored at contractor-operatei plants are covered by a

so-called "s'torage contract." The terms of the contract, rather than

the terms of ASPR, govern what the contractor is to do with respect to the

stored XPE and non-IPE.

The Air Force EquiZment Management System

Through AFEMS) which is administered by AFIC, the Air Force has achieved

a uniform program, both as to concept and organization for the management

of its organizational in-use equipment base. AFEMS centers around the

concept of controlling all organizational nonexpendable equipment world-

wide through AFLCO exclusive of equipment in the hands of contractors.

AMS includes the following aspects of equipment management: allow-

ances, authorizations, accountability and responsibility from receipt

through '"ansfer, reporting of equipment authorized and on hand, require-

ments computation, utilization, quality control, and redistribution.

In a fashion comparable to the structure that accompanies the

AMC Equipment Management Program, a rigid organizational concept has been
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instituted to carry out AF1MS. This structure extends from the AFIE level

down to the base level. At the major command level there is a Coeuund Equip-

ment Management Office (CE4O), and at the base level, there is a BEMO.
Figure 41 illustrates this relation. Unlike the Army, the Air Force has

publicized its worldwide equipment management system in a single document,

AFm 67-1, Vol IV.27 However, this manual limits its recognition of IPE

to three subparegraphs governing code identification of IPE in the AFEMS
records, instructions on requisitioning DIPEC for l1W, and instructions

on reporting excess IE to DIPEC (Ref 27, p 18-8).

Since the concept of layaway lines has only recently becn adopted by

the Air Force no effort was made to determine thoir method of managing the

equipment contained therein.

The Navy Equipnent Management System

The Navy's concept of equipment management ;%nsists of controlling all

Navy equipment worldwide through the "Comptroller's Manual" (NAVCOMA.). 1 7

Chapter 6 of this manual identifies four classes as encompassing all

Navy property:

Property Class 1. Land
Property Class 2 Buildings, Structures, and Utilities
Property Class 3 Equipment Other than Industrial

Plant Equipment
Property Class 4 Industrial Plant Equipment

The Navy is the only service that requires that Irv be identified in such

a relatively precise fashion. The manual fUrther requires the DD 1342 be
used as the property accountable record for not only property class 4 but

property class 3 as well. This undoubtedly was of benefit to the Navy in

recent years when DOD was instrumental in having some new Federal supply

classes added and some deleted in the definition of IPE.

Within the "Naval Comptroller's Manual," Chapter 6, there is also

contained the majority of stipulations governing the requiremcnts for

reporting to DIPEC. Although DSAM 4.15. 14 has been published as a tri-

service document, the Navy has seen fit to repeat much of this regulation in

its NAVCZMFWAN. With respect to IPE management, the RAC study team found

this manual to be the most concise and clearly worded of the regulatory

documents of all three services on the subject of IPE manngement.
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Th,3 Navy Comptrolle 's Manual is more restricted in its ecope as far

as a comprehensive equilpent umnagement program is concerned. The principal

processes covered under this ranual are: acquisition, accountability

and responsibility, reporting, phyniaal inventory, identification of IPE,

and IPE requirements determination. Outside these function, e.g.,

maintenance, utilization, adminiAstratlon of approved funded cost programs,

eta, responsibilities are fragmented among different activities. Thlere

is no uniform structure at the system command level in administering a

broad program of equipnt management. At the activity or Installation

level, the "Comptroller's Manual" is generally administered by the Supply

and Fiscal Department.

In disoussions with personnel at the systems command level of the

Navy who had responsibility for equipment maragement, it was revealed ttat

areas not encompassed by the NAV'•(1B;AC N were satisfied by a variety of

lettertype instructions to the field.

CONSIDERATIONS IN A TffING TO INTEGRATE ALL IPE ACTIVITIES UNDER SINGLE

(a) Taken literally, integration of %2l IFE activities under a singl,'

management would entail a consolidation of planning, programing and

budgeting as presently performed for PEMA, RDTE, and OMA funds. Figure

42 identifies the various budget project account and/or subaccount codes

used to authorize procurement of IPE. The judgment must be made as to

whether the estimated return benefit would be worth the estimated cost

of such a move, assuming it were practical to attempt to do so.

(b) Such integration implies the consoliuation in one area for pur-

poses of equipment management of

(1) IPE, active and in layaway lines, in contractor-operated

fac ilit ie s,

(2) IPE, active and in layaway lines, in Government-operated

fac i I it ie s.

Since equipment management in each area is governed by an almost

entirely different set of regulations, e.g., DOD/DA/AMO/major subordinate

command/wad installation regulations compared with DOD/DSA/DCAS/contrrctor

regulations anC: proceduresp a major upheaval of personnel and established
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lines of comunications would have to take place. Again, the question must

be answered, is the estimted cost of such a move likely to result in an

equal or greater benefit?

(c) Since equipment modernization programs exist in all four types

of facility, i.e., maintenance depots, arsenaisp laboratories, and proving

grounds/test centers, integration as proposed in the Chief of Staff memo-

randum implies the consolidation of modernization missions currently scattered

among PIQUA, the Maintenance Support Center, the Deputy for lAboratories,

and the Directorate of RDE. Is it possible to remove such a critical

function from the organizational environment directing the overall mission,

and not degrade the quality of the modernization program or increase the

difficulty in formulating such a program?

(d) The LAC study team found no difficulty in either the Air Force

or Navy in identifying organizational elements responsible for IPE manage-

ment once it was made clear whether a contractor or military facility

was involved.

(e) The AAA criticisms cited on the first page of this chapter deserve

closer scrutiny:

(1) Regarding the point that no single organization or activity

served as the focal point for overall Army wanagement policies, procedures,

and supervision: no evidence was presented by the AAA to show how this

would be achieved, nor was there any evidence to indicate what specific

probiem areas would have benefited from ca single organization acting

ms a focal point. The Implication was that somehow the problems would not

have been as great if a single activity had boun governing Army management

policies, procedures, and supervision.

(2) Regarding the point that prior to DIPEC (1963) the Army

centralized most IPE management responsibilities in PBQUA: PEQUA'a role

as a part of the old Ordnance Corps was played in an organizational context

altogether different from that of the present. FEQUA at that time, as at

present, had no responsibility for any equipment in laboratories, depots,

or training centers.

All the criticisms dealing with failure to report to DIPEC, and

these constitute a sizable part of the AAA criticisms, could not have been

made. The variety of items required to be reported in ].963 were

11,A9



much less than at the time of the AAA audit in 1968-1969.

MUA's responsibilities were primarily to serve in a central record-

keeping capacity for production equtipmert, i.e,, A'deral supply group 34,

and in an auditing capecity concerning how using facilities were man-ging

production equipment. Table 14 lists the RAC study tems's identification

of IPE management functions and compares PEQUA's role before establish-

ment of DIPEC with respect to (1) IFE policy formulation, and (2) IPE

procedure writing. This table does not confirm the implication of near

total coverage of IFE management contained in the AMA statement.

(f) Some additional categorization of the numerous criticisms of the

methode used by AMC facilities in managing IPE is possible. A number of

criticisms were the result of varying interpretations as to what con-

stituted IFE. RAC views other criticisms as resulting 1iroA the failure

of the AMC Equipment Management Program regulations to directly address IIE.

Instances can also be cited of con±'usitig, contradictory, overlappina, 3nd

nonexistent regulations or directives at all levels of the system. The

DA staff level has contributed to 'hese criticisms by its failure to recog-

nize and fill the void that exists with regard to a policy statement on the

need for a comprehensive equipment management and IPE management program

or programs. Some of the criticiums can be traced to the profusion of

memorandums at the DOD/DSA level and associated prolonged periods of in-

decision when faced with the need to take a stand on controversial questions.

The large majority of criticisms, however, concern the failure of operating

activities to adhere to published policy and procedure.

(g) Any advantages that may ancrue to IPE management in the Air Force

or Navy as a result of the former's !entralization of its equipment

management fiuiction or the latter's decentralization of its equipment

management function is not apparent to the RAC study team. The criticisms

of all three services in their management of IPE by auditing agencies

offers little that favors one service's organizational concept over another's

in more effective management of IPE.

(h) With regard to Hq AMC placing responsibility for integrated

IPE mai•.gement in either the Directorate of R&P or FEQUA, such a move would

involve them in elements outside their present mission, e.g., in matters

concerning OMA-funded programs, and RDTE-randed programs. In RAC's opinion
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it would also involve them in the formulation of a large amount of

relatively petty detail ai implied in formulating the procedural aspects

of property accowutability, requinitioning, PM records, etc. Rather than

concentrate on integrating and controlling the Industrial Preparednens

Program, their main mission, the directorate and/or PEUA would be forced

to dissipate their currently shrinking manpower on a relativeley mlnuscule

portion of its own program, and the programs of others.

(i) Table 15 in a partial listing of the AMC regulations pertaining

to the management of equipment controlled by the Directorate of I&S, HQ AMC,

Inherent in the concept of integrating equipment management in an activity

other than the Directorate of I&S or ISA would be the need to duplicate

a sizable number of these regul!tions in order to recognizQ TIV, as a

separate class of equipment. Were a single regulation in existence within

AMC it might be possible, as in the NAVCOMAWI, 17 to set up a special class

of property to cover IPE in military facilities and a special section

dealing with procedures peculiar to IPE. However, the generation of a

special set of regulations, or even of a single regulation, for IIE

management may create that much more of a burden at the AMC activity/

installation level.

(j) As was mentioned previously, AMC activities and contractors are

the holders of the vast majority (over 96%) of Army IS. As derived from

the DIFEC SP-5 Report, dated 31 MsY 1971, Table 16 identifies the distribution

of IfE within AMC by H; AMC program directors, principal types of using

organizations, and by quantity and related dollar value. The Directorate

of Requirements and Procurement (R&P) controls the program governing the bulk,

both in quantity and dollar v "n. AMC IPE.

Table 17 expands on i ii.L -mation to the extent that it reveals

the relative proportions of totul -•, u.pment holdings of the various types

of activities funded under the AMC Industrial Preparedness Program. This

program is controlled out of the Directorate of R&P, 'IQ ANC. This chart

compares IPE versus non-IPE, as well as designates whether the holding

*,ctivity is a GOGO or GOCO/COCO facility. The implication in this latter

_vint being whether or not the AMC Equipment Management Program governs

-iN opposed to ASPR. (Although the data for Table I7 is from a source

document dated approximately one year earlier than the source document
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Table 15

AMCRs REIATING TO MANGEhMNT OF INSTALIATION EQUIPMENT

Number Title

56-1 Utility Railroad Equipment

56-2 Operation and Use of Harbor Craft and Amphibious

58-2 Maintenance, Repair, and Replacement of Conmercial Design Vehicles

58-5 Administrative Motor Services Cost and Performance (RCS-CSGLD-1404)

70-16 Management of Research and Development Laboratories and Activities

95-6 Maiagement of AaMC Internal Aircraft Fleet

385-2 Accident Reporting - Routing of Required Reports

385-6 Motor Vehicle Seat Belts

385-100 Safety Manual

420-19 Testing and Inspecting Unfired PresuLire Vessels

700-9 Army Metrology and Calibration System

700-22 AMC PFant Equipment and Machine Tool Replacement

700-64 Equipment Management Program

700-69 Supply Discipline

700-75 Installation Equipment Management

710-4 Army Aircraft Inventory, Status, and Flying Time (RCS-AMC-130)

711-8 Maintenance of Authorized Stockage Lists

700-82 Installation Equipment Utilization Management

735-2 Pricing Policy

735-3 Tool Crib/Room Control of Current Service Tools and Minor Nonexpenduble
Equipment

735-5 Mdechanization of Installation Property Books

735-6 Installation Operating Equipment Program (RCS-AMNTS-k143)

750-5 Command Maintenance Management Inspections

750-13 Equipment Maintenance Shop Authorization

750-25 Inspection, Testing and Maintenance of Lifting Devices

750-41 Management of Test, Measurement and Diagnostic Equipment TMDE

755-9 Redistribution and Acquisition of Excess Installation Equipment
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Table 16

DISTRIBUTION OF AMV IPE HOLDINGS3 BY QUANTITY AND DOLLAR VALULh

KQ AMC Prinvipal
Program Ty~pes of' Using Dollar Value
Directors Organizations Quantity t in millions) A

Requirements Contractors, 87,533 81.8 $1,121.0 91.0
and Procurement Arsenals,

Ammunition
Plants

Maintenance Maintenance 8,808 8.2 55.0 14.5
Do pots

Deputy f'or laboratorie6 10,770 10.0 55.0 4.5
laboratories

------ Misc. n16 ---. 4

Total 10r7,227 .100.0 $1,231.4 100.00
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for Table 16, the relative distribution in the Table 17 would not have
S~changed sufficiently to alter the point about to be made. )

STable 17 reveals thut 87110 of AMC's total equipment holdings

under the Indudstrial Preparedness Prgram are In COCO plants (Part A). In
addition, of these total holdings 51, are non-IPE (Part B). To the limited

eytent that tbs Dir~ectorate of R&P controls ASPR, the letting of contracts

for the operation a~d maintenance of these activities, and the Industrial

Preparedness programming and budgeting, the Directorate of R&P manages

both IFE and non-IFE in these facilities.

With respect to the remaining 13% of AMC Industrial Preparedness

Program combined IFE and non-IPE holdings, the planning, prograxming, and

budgeting for this equipment is controlled by the Directorate of R&P, while

the AMC Equipment Management Program would govern for the large majority of

IPE management M'unctions described previously in Table 14.

Historically then, the Directorate cf R&P through its Procurement

Policy Division and the Industrial Preparedness Division (and its ante-

cedents) have had the responsibility for exercising the bulk of managerial

planning and control over the bulk of AMC's IPE.

CONCLUSIONS

I1ithin the AMC complex IPE is found to be rather all pervasive. IFE

is used in the execution of a variety of programs utilizing PEMA, RDTE, and

OMA funds. The AMC field activities executing these programs span several

major organizational activities at the headquarters level. Integration of

the PPB aspect of PEMA, R=TE, and OMA-funded IE management, is obviously

not a solution. IPE management is a means toward an end, not an end in

itself. In addition, detailed exmination of the criticisms that have

been leveled against the Army concerning IPE management reveal that they

occur primarily in the execution phabe, i.e., the manner in which individual

operating elements manage their holdings of IPE. A critical problem from

the headquarters viewpoint is its inability to effectively control the

manner in which activities-arsenals, laboratories, depots, etc--are

maintaining property accounts, maintenance records, utilization records, etc.

In the preceding chapters numerous suggestions have been made concerning

needed corrections or modifications. These suggestions involve a sizable

(PAC)>

(Ri



number of regulations and a great number of diverse proponents of such

regulations. A synthesis of these regulations is needed, a point that

reinforces the desirability of integrating not just IPE management but

equipment management within AMC.

The intense pressure that has been brought to bear on the Army because

of the deficiencies in IPE management places HQ AMC in very great danger

of losing perspective, Regardless of the volume of criticism, IPE

must be recognized as bein, only a part of a much broader AMC facilities

and equipment resource base. Many of the problems associated with IE, e.go,

in the areas of equipment utilization and maintenance, should be viewed as

symptomatic of the problems that =ay exist in AMC's entire equipment

management program. As the principal advisor to the commanding general

on installations management, the Director of I&S, HQ AMC provides policy

guidance and staff supervision over the functions relating to the management

of the physical plant and the capital equipment essential to mission

accomplishment,

Because of these considerations RAC views the management of IE in

use, or in layaway lines in military facilities, as a subset to the manage-

ment of the entire AMC equipment base. RAC also views the solution of the.

majority of problems associated with IPE in use sad in layawa~y lines in

military facilities as being resolved by emphasizing, rather than duplicating

the existing AMC Equipment Management Program. Although tLe Program has

shortcomings, it does represent a comprehensive and reasonably well-thought-

out apprcach to a large segment of AMC equipment management. In addition,

it contains within it the concept of an organizational structure for

carrying out this Equipment Management Program. This structure extends from

a single HQ AMC directorate into every AMC field activity regardless of

the rriare uf the activity's mission or of its source of fumds.

With respect to Government-owned equipment in use and in layaway lines,

in contractor-operated plants (GOCO and COCO), the Procurement Policy

Division, Directorate of R&P, HQ ANC, sho.uld, in RAC's opinion, represent

AMC in performing management responsibilities on related policy and proce-

dural matters subject to staffing coordination with the various progammirng

directorates, e.g., R&F R)E., and Maintenance.
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The foregoing approach would achieve:

(1) A single point of contact within AMC for policy, procedural, and

policing matters relating to IPE both in use and in layaway lines in military

facilities.

(2) A single point of contact withi, •CM for policy, procedural,

and policing matters relal,.tug to IPE, both 1 -use and in layaway lines In

contractor-operated facilities.
Howevery while providing a practical long-term solution to the question

of how far onii should centralize the management of IFE, the proposed approach

leaves something to be desired in terms of coordinating and implementing

the corrective actions proposed elsewhere in thin report. Until such time

as the majority of the proposed system changes have been implemented, no

more than 12-18 months, it is hoped, HQ AMC may wish to designate the

Directorate of R&P, this study's sponsor, as the temporary focal point

for all matters pertaining to IFE, with the exception of P3B watters.

SUNY

The question being addressed was how best to permit the integration

and control of all IPE activites under a oingle management. Also to be

considered was the possibility of consolidating IPE activites under PEQUA

or ISA.

In exmining these questions it was noted that the three military ser-

vices are quite dissimilar in their individual organizational structures

pertaining to IPE management. In comparing IPE management to the broader

spectrum of equipment management it was found that for organizational

equipment both the Air Force and Navy subsume IFE management under their

own individimlistic programo of equipment management. For equipment in the

hands of contractors, both services treat ITE separately, procedurally and

organizationally.

A review of the Army revealed no comprehensive equipment management

concept at the DA Staff level. However, AM(C hns an Equipment Management

Program. Although possessing shortcomings, it .-s a comprehensive program.

Recognition was tsaken of the unique characteristics distinguishing the

management of IFE at military facilities from that at contractor facilities.

The difficulties in attempting to integrate the management of IPE in these
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two environments were also recognized. It was concluded that the majority

of IPE management functions relating to in-use and layaway IPE at military

facilitieu should be integrated under the Directorate of I&SiHQ AMC and

ISA. The majority of IFE management functions relating to in-use and

layaway IPE at contractor plants should be integrated under the Procurement

Policy Division, Directorate of R&P, HQ AMC. PFB affecting IPE, including

funding administration, would remain with the Directorates of R&P, Maintenance,

and RDE.

Howeverp on a temporary basis and solely for purposes of coordinating

and implementing the numerous system changes proposed by the RAC study team,

HQ AMC may winh to designate the Directorate of R&P, HQ AMC, as the coor-

dinator for all matters pertaining to IPE management, other than PPB which

will continue to be the responsibilities of the functional elements.
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Appendix A

DEFINITIONS OF IPE MANAGEMENT FUNC'IONS

REQUIREMENTS

Operational Requirements Determination

This function refers to the computation of future net initial issue

and replacement requirements for IPE based on the various applications,

both mission and product oriented, which are anticipated under non-

mobilization end-item planning conditions. Excluded are requirements

for layaway lines (ASDs). Operational requirements are programmed under

PEMA, 0MA, and RDTE accounts and consist of (a) AMC-projected indtustrial

requirements, (b) AMC-projected noninduttrial requirements, and (c) non-

AMC-projected military supply-oriented needs of TOE/MTOE and 1Dl.4TrDA

un-LtA.

AMC-projected industrial requirements apply to COCO and GOCO

facilities, as well as to AMC arsenals.

AMC-projected nonindustrial requirements apply to AMC waintenance

depots, support centers, RDTE labs, test centers, project managers, and

other miscellaneous AMC activities.

Non-AMC-projected military supply-oriented needs encompass TOE/MTOE

and TDA/MM units, both CONUS-based and overseas.

Mobilization Requirements Determination

This function refers to the computation of that quantity of IPE,

forming a part of layaway lines, required to meet the1 mobilization

production rates specified for selected items of materiel.
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Authorization

This function encompasses essentially two separate processes each cf

which is viewed ao providing all or part of the approval to bring IFE into

the Army system. One process is the funding authorization process which,

for IPE, implies three major types of funds: PEMAj, OMA, and RDTEP This

process has its roots directly in the Army't PPB system. Thu second process

relates directly to The Army Authorization Documents System (TAADS).
However, this process currently has vory little application to any of the

AMC-projected industrial requirements.

ACQUISITION

Identification

Identification is the process of determining whether equipment is

IPE cr not. It ia a prerequisite to requisitioning, procurement, inven-

tory recording, and reporting of DIPEC.

Requisitioning

Requisitioning is the process of submitting an authorized demand

Qr request for IPE thraagh appropriate channels to DIFEC and receiving

a final response.

Procurement

Procurement is the functional activity of procuring IFE from vendors/

manufacturers. The function involves maintenance of vendors/manufacturers'

lists, development and distribution of procurement packages, advertising

bids, evaluation of offers, contract negotiation, and award.

Loan or Lease

Loaning or leasing IPE (in contrast to requisitioning/procurement)

is an additional method of acquiring IFE for purpose of mission accomplish-

ment. Loan or lease of IFE may be obtained intraservice or interservice.

Rece..pt

Receipt is the prccess of accepting equipment into inventory. It
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includes inspection, rejection, and classification of the equipment.

Completion of receiving documentation verifyLing item count and condition

are a part of the receipt process. Another function of receipt requires

notification of applicable internal and -ternal organizational elements

of the item's receipt.

DISTRIBMfION

Property Accountability

Property accountability refers to the systeta for recording, accounting,

and surveying the identification, quantity, location, and condition of

Goverrmient-owned IPE. The using or storing activity may be a military or

contractor facility.

Utilization

Utilization encompasses the determination of whether IPE on hand

is to be considered in an idle or excess status. It may include the

recording and evaluation of the operation or use of IPE.

Redistribution

Redistribution includes the determination to convert a current pro-

duction line to layaway package status, or to retain, through transfer

within the Army, individual pieces of IPE at the expiration or termination

of a contract for produelin an end item.

Loan or Lease (Out of layaway)

Loan or lease from layaway consists of transferring IFE from one service

to another, or from one installation to another within the Army, and

assuring the replacement or return of the IPE to the ASD from which it was

borrowed.

Storage and Shipment

Storage refers to obtaining storage space and the storage of' IFE in

compliance with applicable regulations.

Shipment includes compliance with DIPEC advice codes, MIL STI) 107C,
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and DD Form 1149, and determining the most economical method of shipping;

issuing work instructions; evaluating changes to packing, crating, and

handling contracts; ordering shipping skids, if necessary; assuring that

loading and shipping has been accomplished; obtaining bill of lading; and

notifying DIIPC and the consignee of shipment.

MAINTENANCE

Preventive Maintenance

Preve~ntive maintenance is the process of performing periodic maintenance

services on equipment for the purpose of minimizing downtime, reducing

expensive repairs, and prolonging equipment life.

Repair

Repair is the process of performing the maintenance required to cor-

rect material damage or failure, as necessary, and/or to restore a mal-

functioing or defective item to normal operating condition.

Rebuild/Overhaul

Rebuild or overhaul is the process of restoring an item to a

standard, as nearly as possible, to original or new condition in appearance,

performance, and life expectancy.

DISPOSAL

Idle/Excess Reporting

Excess reporting is the process of submitting an Idle declaration

to DIPEC for IPE that has become excess to the holding activity's needs,

as a result of being me.de idle due to production phase down, contract

termination , or underutilization.

Dis2osition

The disposition function encompasses compliance with DIPEC disposition

instructions for turning accountability of property over to PDO preparatory

to disposal (donation, sale, abandonment, destruction). Disposition of

TPE in both Government-operated as well as contractor-operated facilities

is encompassed within this function.
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APPENDIX B

PROPOSED CEMPR GUILE - PART IV

PART IV YES NO

MANAGEW1T OF INDUSTRIAL PIATr EQUIH4EIT (I'E )AIND 0: 0
MACHINE TOOIS

a. Are all requests for acquisition of IPE and Machine

Tools submitted through the Equipment Manager? El C]
b. Are all items of IFE and Machine Tools properly

authorized? O O

c. Is the authorization for each item of IPE and

Machine Tools properly noted on property records? ] C
It will be annotated on property books and either

noted on DA Forms 661 or backup data will be

available.

d. Is all IFE reported to DIPEC as required by AR

(0oo-437 0 n
n.; e. Have local utilization standards been established

for IPE and Machine Tools as required by AMOR

Too-823? El n
f. Does the utilization of IPE meet the minim=m

criteria? (Use 20% minimum, 40% Objective

Criteria if local standards have not been

established). EJ0
g. Is idle out-of-use IPE reported to DIPSC in 10

!V days as required by AR 700-43 and para 5-5d,AR

'700-90.

h. Is Preventive Maintenance peri'ormed on all IPE and

Machine Tools on a repetitive basis? (Para 5-5c(J),

AR 700-90). 0 0
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YES NO

i. Are SOP's or guides published covering minimum

requirement s? Q 0

J. Are sufficient records kept to validate the PM

Program? (Para 5-5c(2), Ali 700-90). 1 -

k. Is DIPEC screened prior to procurement, rebuild,

and/or repair as outlined in AR 700-43 and para

5-5c(3), AR 700-90. 0 0 0
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APPENDIX C

SUGGESTED CONSOIDATION OF EQUIMENT
UTILIZATION/POOLING QUESTIONS FOR CEM GUIDE

PART I

_______REVIE YES NO

a. Equipment Utilization

(i) Is observed equipment being properly used? EJ E-
(2) Is there evidence that all equipment has been

used with sufficient regularity or that anticipated
workload is such as to justify retention? Li L--

(3) Are proper records annotated showing use of
equipment? 7 --

(4) Is utilization data collected quarterly on
selected category items?

(5) Are local utilization criteria developed and
published for other categories of equipment? El J

(6) Is utilization data collected on other category
items?

(7) Are Equipment Utilization Reports prepared E
quarterJy by the ENO?

(8) Is utilization data collected on prescribed
forms ? 1 E

(9) Does the utilization of 3lE by categories meet

the minimum criteria?

(10) Is the utilization data accurate and current? El El
Remarks:
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YES NO

b. Equipment Pool Operation and Facilities

(i) Is the equipment in the pool 4ccurately
identified? 0 C

(2) Is a locator system used for pooled
equipment?

(3) Is equipment availability readily determined? E El
(4) Are pooled items available to all activities? LI [
(5) Is an inventory of pooled items published and

readily available I

(6) Are pooled items exempted from maintenance
recall? L]

(7) Are pooled items exempted from calibration
recall? 11 C1

(8) Is there evidence that pool inventories are
reviewed periodically for excess items? E• LI

(9) Is the justification for underutilized items
realistic and documented?

(10) Have recent utilization studies been made on
other than selected categories of M (within
6 months)?

(11) Is there evidence that the utilization data
is used in internal management? (DF's,
Board Reviews, etc.) E El

Remarks.:
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APPENDIX D

DCAS OFFICE: DATE(S) OF SURVEY:

SURVEYOR & SYMBOL:

CHECK LIST

FOR WORK PAPERS

ON CONDUCT23G PLANT SURVEMs3

1. GENERAL INFORMATTON REQUIRED:

L-i CONTRACTOR & ADDRESS

[3 IFE UTILIZATION REAL PROMWURTY 1.IaVAT2 ON

[3 OPE UTILIZATION "- REAL PROII'VTY MAInTCEENAN(T,

CONTRACT NO., TYPE OF CONTRACT, AND EXPIRATION DATE.
'(NOTE: =I4TED TO ONE (1) CONTRACT PER SURVEY.)

- mPROCURING ACTIVITY & LOCATION
(IDEN]TIFY FACILITY CONTRACT ISSUING OFFICE, IF APPLICABLE. )

PRIME AND/OR SECONDARY CONTRACT ADMINISTRATION
(IDENTXIFY OFFICE & LOCATION, AS APPLICABLE.)

[J] IDENTIFY NAME(S) & TITLE(S) OF CONTRACTOR PERSONNEL CONTACTID

El] IDENTIFY IF FACILITY IS GOVERNMNT-OWNED/CONTRACTOR OPERATED,
OR CONrACTOl-OWNfD.

"I IDENTIF'Y ALL OTHER CONTRACTS, TYPE OF CONTRACT, A•R) EXPIRATION
DATE; NUMBER AND DOLIAR VALUE OF IPE/0PE AND/OR REAL PROPERTY,
ON EACH, HAVING 1ThDUSTRIAL FACILITIES AT THIS UAME LOCATION.
(REPORT UTILIZATION SURVEY ON EACH CONTRACT SEPARATELY, AND
CROSS-REFERENCE EACH SURVEY.)

El IF REAL PROPERTY MA]INTEIANCE SURVEY WILL BE ACCCMPLISHED AT A
LATER DATE,. STATE WIEN. IF NOT APPLICABLE, SO STATE.

-] CHECK MiFORMATION WITH "FINANCIAL REPORT OF CONTRACTORS POSSESSING
GOVERNMENT PROPERTY," FURNISHED BY CONTRACT AI]MINISTRATION
DIVISION.
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CHECK LIST FOR WORK PAPERS (Continued)

II. SURVEY DATA:

A. PLANT PERSONNEL:

[] TOTAL NUMBER DIRECT LABOR El INDIRECT LABOR

[] TOTAL CURRENT AVERAGE PLANT HOURS NO. SHIFTS

jJHRS./DAY [3 DAYS/WEEK

B. CONTRACTOR'S PROCEDURES:

E] DOES CONTRACTOR HAVE WRITTEN PROCEDURES FOR GOVERNMENT-
OWNED PROPERTY UTILIZATION? MINIMUM STANDARDS?

El HAVE CONTRACTOR PROCEDURES BEEN APPROVED BY THE PROPERTY
ADMINISTRATOR (P.A.)? WHEN?

[] IS THAT PORTION OF TIlE CONTRACTOR'S PROCEDURES PERTAINING
TO IPE/OPE UTILIZATION AND REAL PROPERTY USE/MAINTENANCE
ADEQUATE?

[• T[AS PRODUCTION SUBMITTED RECOMMENDATIONS TO TBE P.A. FOR
MPROVEMENT OF CONTRACTOR'S PROCEDURES? W1EN?

-] IS CONTRACTOR FOLLOWTNG HIS APPROVED PROPERTY PROCEDURES?

C. DETAILED SURVEY DATA ON THIS CONTRACT:

-l STATE WIlY SURVEY IS BEING MADE AT THIS TIME:

El PRODUCTION COMPLETE E] CONTRACT TERMINATED

[ SCHEDULE STRETCHOUT PARTIAL SURVEY

[ ANNUAL SURVEY [NEW CONTRACT [OTtER

[3 STATE PRIMARY PURPOSE OF CONTRACT

El IS PRIMARY PURPOSE STILL CURRENT?

IF NOT CýWRENT, WAS RECOMMENDED CHANGE SUBMITTED? WHEN?

[J STATE TOTAL NUMBER AND DOLLAR VALUE OF IPE.

STATE TOTAL NUMBER AND DOLLAR VALUE OF OPE.

0 [ STATE TOTAL ITEMS AND DOLLAR VALUE OF REAL PROPERTY, fl'
APPLICAB3LE; IF NOT, SO STATE.

[J STATE ADEQUACY OF CONTRACTOR'S IPE/OPE UTILIZATION AND REAL
PROPERTY MAINTENANCE RECORDS.
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CHECK LIST FOR WORK PAPERS (Continued)

[] IDENTIFY THE PRINCIPAL SUPPLY/R&D CONTRACTS AND END
DELIVERY DATES WHICH AUTHORIZED TIH USE OF THE PLANT
EQUIPMENT. IF THIS IS A FACILITY CONTRACT, SO STATE.

WHAT "OTHER AUTHORIZED USE" (GOVERNMENT OR COMMERCIAL) OF
INDUSTRIAL FACILITIES HAS BEEN ESTABLISHED?

[•] HAVE OTHER AUTHORIZED USE APPROVALS BEEN REQUESTED/OBTAINED
FROM THE ACO?

[J DOES CONTRACTOR PLAN "MACHINE LOADING" OF IPE/OPE?

- STATE IF A PHYSICAl REVIEW WAS MNADE OF "HIGH VALUE" (OVER
Y2 000) EQUIPMENT, AND STATE S3AMPLE SIZE OF IPE/OPE
ITEMS. (REVIEW OF REAL PROPERTY, IF APPLICABLE.)

EJ STATE WHETHER CONTRACTOR LOADS HIS OWN EqUIPMENT PRIOR TO
LOADING GOVERNMENT OWNED IPE/OFE.

[j STATE WHETHER qaRs OR OTIHER PERSONNEL HAVE REPORTED IPE/OPE
ITEMS IN QUESTIONABLE UTILIZATION STATUS, OR DEFICIENT REAL
PROPERTY MAINTENANCE, IF APPLICABLE.

IDENTIFY IPE/OFE, AND DOLLAR VALUE, TH-lAT MAY BE DECLARED
EXCESS BY COMBINING WORK OF TWO OR MORE MACHINES ON A
SINGLE MACHINE WITH LOW UTILIZATION RATE.

•] STATE WHETHER ALL AUTHORIZATIONS ARE CURRENT FOR "INACTIVE
PACKAGE PLANTS," "STANDBY LINE(S), "ACTIVE BASE PACkAGES,"
OR FIRM FOLLOW-ON COMMITMENT BY THE PROCURING ACTIVITY
AND/OR THE FACILITIES CONTRACT ISSUING OFFICE.

E] STATE "TREND" OF CONTRACTOR'S VOLUME OF AUTHORIZED USE,
AND PROJECTION (ORDER BOARD) OF FUTURE VOLUME, IDENTIFIED
1BY "MAN-HOURS" OR "SALES VOLUME."

IDENTIFY NUMBER AND DOLLAP VALUE OF IPE/OFE ITEMS THAT

CONTRACTOR HAS DECLARED "EXCESS" SINCE LAST SURVEY. INCLUDE,
"REAL PROPERTY," IF APPLICABLE.

E LIST IPE/OPE, AND DOLLAR VALUE, OF ITEMS HAVING QUESTIONABLE
RETENTION JUSTIFICATION. INCLUDE "REAL PROPERTY," IF APPLICABLE.

[]I HAS CONTRACTOR PREPARED "PHASE-OUT" PLANT WHEN SUBMITTED TO
GOVERNMENT? IF NOT, STATE CURRENT STATUS AND TARGIET FOR
COMPLETION.

NOTE: IF A FORM IS DEVELOPED FOR USE CONTAINING ITEMS ON THIS CHECK
LIST, USE ONLY AS A WORK PAPER - DO NOT TYPE OR SUBMIT AS A7rAC][MENT TO
SUMMARY REPORT. RETAIN WORK PAPETI IN PRODUCTIONJ CONTRACT WORK FOLDERS.
-ISIEE SOARAN'E "CHECK LIST" FOR SUMMARY REPORT.)
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CHECK LIST

SUMMARY REPORT

FOR IPE/OPE UTILIZATION SURVEYS: 12AL1 PROPERTY MAINTENANCE SURVEYS

(FORMAT FOR INTER-OFFICE MEMO (IOM), DSA FM 111, OR LETTER.)

[] DATE: (SUMMARY DATE MUST BE WITHIN 10 DAYS AFTER DATE OF
COMPLETION OF PHYSICAL SURVEY.)

SUBJECT: [] TYPE OF SURVEY (e.g., UTILIZATION SURVEY -
PARTIAL, ANNUAL SPECIAL, MAINTENANCE OF REAL
PROPERTY, OTHERS.

EJ CONTRACTOR AND LOCATION/ADDRESS PLANT.

[) CONTRACT NUMBER (LIMIT TO ONE CONTRACT PER
SUMMARY REPORT).

FROM: (IDENTIFY OFFICE BY NAME AND CODE.)'

TO: (IDENTIFY OFFICE BY NAME AND CODE.)

FORMAT OF SUMMARY

(See ASRP S-,402.5)

I. INTRODUCTION: IDENT ."Y COTI'RACTOR'S NAME (INCLUDING SUBSIDIARY OR
DIVISION), PIANT ADDRESS, PERIOD OF SURVEY, AND TYPES OF INDUSTRIAL
PROPERTY INVOLVED.

II. METHOD USED: EXPLAIN METHOD OF PERFORMING SURVEY. (USE GEaERAL
TERMS - 104D OF ALL ITEMS; 1.00% OF ITEMS $25 ,OO0 VALUE; SAMPLING
TECHNIQUES DESCRIBED IN ASPR S3-402.7 AND ANNEX II OF ASPR SUPPLEMENT
NO. 3, OR A COMBINATION OF ALL.)

III. CONCLUSIONS: STATE CONCLUSIONS REACHED (BE BRIEF. DO NOT REPEAT
ALL DATA CONTAINED IN WORK PAPERS. IF THE CONTRACTOR'S PROCEDURES ARE
SATISFACTORY, SAY SO AND STOP. IN EVENT OF FINDINGS OF UNSATISFACTORY
CONDITIONS, IDENTIIF, IN DETAIL, TIM CONDITIONS AND OR DEFECTS FOUND.

IV. ACTIONS REQUIRED/RECOMKENDAT:ONS : LIST RECOMMENDATIONS REQUIRED
To CORRECT THE UNSATISFACTORY CONDITIONS FOUND, IF ANY, AND STATE WHO
OR WHAT OFFICE HAS TO TAKE THE CORRECTIVE ACTION.

V. WHEN CONDITIONS WARRANT (i.e., INDICATION OF SIGNIFICANT NON-COMPLIANCE
WITH CONTRACT REQUIREMENTS; DIVERSION OR MISUSE OF GOVERNMEN•T PROPERTY;
OR OTHER CONTIN]UED FAILURES JEOPARDIZING THE INTERESTS OF TIM GOVERNMEN'),
COPIES OF THE SUMMARY SHALL BE PROVIDED TO:
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CHECK LIST SUMMARY REPORT (Continued)

[]• ADMINISTRATIVE CONTRACTING OFFICER.

,- PROCURING CONTRACTING OFFICER.

] - FACILITY CONTRACT ISSUING OFFICE.

PRE-AWARD SURVE Y MONITOR.
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