corrected Material Weakness

Identified During PRIOR Period 
FISCAL YEAR (FY) 2000
Title and Description of Material Weakness:  Hazardous Material Management.  A total life cycle cost estimate to establish total ownership cost objectives and threshold to include environmental costs, as it relates to hazardous material management of Nimitz-Class carriers, was not developed.  Without a total life-cycle cost estimate, the Aircraft Carrier Program Office cannot accurately baseline the Nimitz-Class program costs to establish a total ownership cost objective and threshold as part of the Navy’s long-term cost reduction initiative.  The Program Office also had not developed a programmatic environmental, safety, and health evaluation that included a strategy for meeting environmental, safety, and health requirements; environmental responsibilities; and identified a methodology to track progress throughout the acquisition life-cycle of the Nimitz-Class Program.  Without the evaluation, the Program Office cannot ensure that it is aware of the impact of environmental, safety, and health issues on mission and cost and may also be foregoing opportunities to further reduce environmental life-cycle costs over the life span of the Nimitz-Class Program.

Functional Category:  Major Systems Acquisition

Pace of Corrective Action: ADVANCE \d3

Year Identified:  FY 2000
Original Targeted Correction Date:  4th Quarter (Qtr), FY 2003

Targeted Correction Date in Last Year's Report:  4th Qtr, FY 2003

Current Target Date:  4th Qtr, FY 2003
Reason For Change in Date(s):  N/A
Component/Appropriation/Account Number:  Various, i.e., SCN (1611)

Budget information could not be determined.

Validation Process:  All corrective action(s) are certified by the responsible components upon completion and reviewed through on-site verification, subsequent audit, inspection, quality assurance review, and management control review.

Results Indicators:  The Program Office will be able to accurately report the liability for demilitarization, disposal, and environmental cleanup costs in the Navy’s financial statements when Department of Defense (DoD) guidance for reporting those costs becomes available. 

Source(s) Identifying Weakness:

· Office of the Inspector General (OIG), DoD Report No. D-2000-022, “Hazardous Material Management for the Nimitz-Class Nuclear Aircraft Carrier Program,” October 27, 1999.

Progress to Date:

· Prepared a Nimitz-Class Nuclear Aircraft Carrier Program environmental management plan that addresses the strategy for meeting environmental safety, and health requirements; identifies demilitarization and disposal requirements; establishes program environmental responsibilities; and identifies a methodology to track progress for the remainder of the program’s life cycle to include ship alterations and overhauls.
· Verification:  Validation of the implementation of the corrective milestones will be accomplished by an on-site verification.

Point of Contact:  Ms. Kathy Llewellyn, Assistant Secretary of the Navy (Research, Development & Acquisition) (ASN (RD&A)), 703.693.8825, llewellyn.kathy@hq.navy.mil
corrected Material Weakness

Identified During Prior Period

FISCAL YEAR (FY) 2002
Title and Description of Material Weakness:  Security Clearance Backlog (Failure to Eliminate Security Clearance Adjudication Backlog by the End of Fiscal Year (FY) 2002).  Although down from a high of 107,000 cases, the backlog of adjudication cases at the Department of the Navy Central Adjudication Facility (DON CAF) remains at more than 60,000.  Lack of timely clearance decisions adversely impact retention, assignment, hiring and training for both military and civilian personnel.  The backlog prevents the Navy from meeting the Office of the Secretary of Defense (OSD) mandate to complete clearance decisions within thirty days.  A wide range of workload, resource and process related issues are negatively impacting the performance of the DON CAF, not all of which are under the control of its headquarters, the Naval Criminal Investigative Service (NCIS).
Functional Category:  Force Readiness

Pace of Corrective Action: 

Year Identified:  FY 2002

Original Targeted Correction Date:  2nd Quarter (Qtr), FY 2003

Targeted Correction Date in Last Year's Report:  2nd Qtr, FY 2003 

Current Target Date:  2nd Qtr, FY 2003

Reason for Change in Date(s):  N/A

Component/Appropriation/Account Number:  N/A

Validation Process:  All corrective actions are certified by the responsible command upon completion and reviewed through on-site verification and quality assurance review, Interim Status Reports to the Naval Inspector General (NAVINSGEN) regarding progress on recommended action and the NAVINSGEN one-year follow up inspection.

Results Indicators:  The elimination of the clearance backlog will ensure a return to steady-state process and allow the DON CAF to reach average throughput of thirty (30) days or less.

Source(s) Identifying Weakness: 

· NCIS internal management review in July 2000 reported that the Most Efficient Organization Study completed in 1999 had cut the DON CAF to a staffing level that would prevent accomplishment of its mission in accordance with established OSD performance standards.
· The December 2001 NCIS Command Self-Assessment, prepared for the NAVINSGEN, reported the current backlog and the inability of the DON CAF to meet current OSD directed standards.

· The NAVINSGEN, Command Inspection of the NCIS, dated April 18, 2002, Recommendations 055 through 059-02.
Progress to Date: 

The DON has taken the following steps to correct its Security Clearance Backlog weakness:

· Increased funding to support hiring and training additional civilian personnel security specialists.

· Established funding for a two-phased contract effort for services from administration and security specialist support.

· Made provision for additional space, information technology (IT) equipment and associated support services to accommodate on-site contractors and new civilian employees.
· Awarded Phase I of the contract ($4.3 million) on September 6, 2002.

· Brought twenty-two contractors on board as of September 23, 2002.

· Hired twelve new civilians between April 2002 and September 2002.

· Processed thirty-five civilian employee applicants.

· Awarded Phase II Contract ($8.4 million).

· Eliminated clearance backlog by end of FY 2003.  (Reduced--current backlog is 25,109.)

· Verification: Validation of the implementation of the corrective milestones accomplished by an on-site verification.



Point of Contact:  Ms. Carol Kisthardt, NCIS, (202) 433-0211, ckisthar@ncis.navy.mil
corrected Material Weakness

Identified During Prior Period

FISCAL YEAR (FY) 2000
Title and Description of Material Weakness:  Independent Logistics Assessment (ILA) Process. The Navy did not effectively implement the ILA process.  Specifically, Program Executive Offices (PEOs) and Systems Commands (SYSCOMs) did not perform a significant number of ILAs, and did not always disclose results or the basis of logistics certifications to Milestone Decision Authorities.  Ambiguous language and vague references in the policy documents did not support effective implementation and implied that performing ILAs was optional.  This adversely impacted the Assistant Secretary of the Navy’s (Research, Development and Acquisition) (ASN (RD&A)) strategic goals of improving business processes and improving warfighter satisfaction.  

Functional Category:  Supply Operations

Pace of Corrective Action: ADVANCE \d3

Year Identified:  FY 2000

Original Targeted Correction Date:  2nd Qtr, FY 2001

Targeted Correction Date in Last Year's Report:  4th Qtr, FY 2003

Current Target Date:  4th Qtr, FY 2003
Reason For Change in Date(s):  N/A

Component/Appropriation/Account Number:  Various

Validation Process:  All corrective action(s) are certified by the responsible components upon completion and reviewed through on-site verification, subsequent audit, inspection, quality assurance review, and management control review.

Results Indicators:  Overall, the number of ILA’s performed would be accurate, and the results or the basis of the logistics certification would be disclosed to the appropriate parties for making informed decisions. 

Source(s) Identifying Weakness:

· Naval Audit Service (NAVAUDSVC), NAVAUDSVC Report No. N2000-0027, “Independent Logistics Assessment Process,” June 27, 2000.

Progress to Date:

· Revised Navy acquisition policy to clearly state:  (a) whether or not performing independent assessments of logistics is a requirement, and is the basis for logistics certification; (b) the desired outcome of the ILA process; and (c) whether or not use of a CNO-validated assessment process (ILA implementation procedures) is required.

· Revised ILA policy to:  (a) clearly articulate the ASN (RD&A)-desired outcome of the ILA process; (b) clarify that the full scope of individual PEO or SYSCOM implementation procedures should include overall management of ILAs and all associated responsibilities; (c) clearly define submission of PEO and SYSCOM individual ILA implementation procedures to the Deputy Chief of Naval Operations (DCNO) (N432) for validation; and (d) provide guidelines for PEO or SYSCOM development and implementation of a more timely and effective supportability review and decision opportunity prior to initial operational capability (IOC).

· Revised SECNAVINST 4105.1, which addresses ILAs in detail, to provide additional guidance to SYSCOMS, PEOs and Program Managers.

· Verification: Validation of the implementation of the corrective milestones was accomplished by an on-site verification.
Point of Contact:  Ms. Kathy Llewellyn, ASN(RD&A), (703) 693-8825, llewellyn.kathy@hq.navy.mil

CORRECTED MATERIAL WEAKNESS

IDENTIFIED DURING PRIOR PERIOD

FISCAL YEAR (FY) 2001

Title of New Weakness and Description of Weakness:  General/Flag Officer Quarters (GFOQ).  The Navy did not fully implement its management controls over recording of GFOQ operations and maintenance costs.  Housing personnel improperly charged operations and maintenance costs and supporting documentation was not available to justify costs recorded.  As a result, the Navy's accounting for GFOQ costs was unreliable and reports to the Congress and the Office of the Secretary of Defense (OSD) were inaccurate. 

Functional Category:  Comptroller and/or Resource Management

Pace of Corrective Action:

Year Identified:  FY 2001

Original Targeted Correction Date:  4th Qtr, FY 2002
Targeted Correction Date in Last Year's Report:  2nd Qtr, FY 2003

Current Target Date:  2nd Qtr, FY 2003

Reason for Change in Date(s):  N/A


Component/Appropriation/Account Number:  No additional costs have been budgeted to implement the cost tracking system to correct this weakness.

Validation Process:  All corrective action(s) are certified by the responsible commands upon completion and reviewed through on-site verification, subsequent audit, inspection, quality assurance review, and management control reviews.

Results Indicator:  The installation of an improved GFOQ annual cost tracking system to identify by Budget Project specific costs for the annual operations and maintenance for individual flag homes.  A detailed format has been developed and has been presented to members of the Flag Quarters Installation/Major Claimant working group for review and comment.  The initial submission of this cost report format were expected in January 2002 covering the FY 2002 first quarter costs for the Navy's flag homes. 

Source(s) Identifying Weakness:

· Office of the Inspector General (OIG), Department of Defense (DoD) Report No. D-2001-027, "Navy Management Controls over General and Flag Officer Quarters Costs," December 26, 2000.

· OIG, DoD Report No. D-2000-071, "Maintenance and Repair of DoD General and Flag Officer Quarters," January 27, 2000.


Progress to Date:
The DON has taken the following steps to correct its GFOQ weakness:

· Chartered the Family Housing Funding Management Review Group review Family Housing budget policy, preparation, and execution, as well as, key stages in the project approval process, to determine if Family Housing management issues including violations of the Antideficiency Act (ADA) were caused by systemic problems or because internal controls were not followed. 

· Initiated actions to investigate potential statutory, regulatory or administrative violations for selected GFOQs.

· Performed a comprehensive review of operations and maintenance costs for all GFOQs for FY 2000 and for selected GFOQs for FYs 1998 and 1999, to ensure that costs were incurred as authorized, classified correctly, completely captured, recorded accurately, and sufficiently documented.

· Ensured that GFOQ costs have been corrected for FYs 1998 and 1999, and congressional reporting of GFOQ costs are updated to reflect accounting error corrections.

· Required periodic evaluations of the effectiveness of GFOQ housing management controls to ensure compliance with applicable laws and regulations.

· Required all Navy housing offices to submit detailed GFOQ cost reports on a quarterly bases.  Review costs for accuracy and compliance with budget limitations.

· Initiated a complete review of all grounds maintenance costs to ensure that costs are charged to the GFOQ occupant unless a waiver has been granted and comply with current Navy guidance on grounds maintenance.

· Completed Chief of Naval Operations (CNO) (N-46) comprehensive review of all Flag and General Officer quarters (F&GOQs) grounds maintenance waiver requests.
· Naval Facilities Engineering Command issued guidance to all Navy housing offices providing revised detailed GFOQ cost report formats for the quarterly execution reports.  Will allow more detailed review of costs for accuracy and compliance with budget limitations.
· Issued Family Housing Funding Management Review Group report on Family Housing budget policy, preparation, and execution and management issues.

· Completed a functional assessment of Family Housing management to propose alternative methods of managing FH,N funds.  The scope of work for the functional assessment includes all personnel involved in the Family Housing program including positions located within the Naval Facilities Engineering Command, Major Claimants, Regions and the Engineering Field Divisions.  Beginning in FY 2003, family housing funding was realigned to pass through the Fleet to the regions.

· Validation of the implementation of the corrective milestones has been accomplished by an on-site verification. 

Points of Contact:
Mr. Steve Keating, ASN(I&E), 703-588-6609, keating.steve@hq.navy.mil
CDR Kathy Allen, CNO, 703-601-1650
Mr. Alan Bergo, Commander, Naval Facilities Engineering Command, 202-685-9339
Mr. Lynn Jewett, ASN(FM&C) FMB-53, 703-693-6588

corrected Material Weakness

Identified During Prior Period

FISCAL YEAR (FY) 1997
Title and Description of Material Weakness:  Unmatched Disbursements (Office of the Secretary of Defense (OSD) #93-022).  The Department of the Navy's (DON) accounting systems contain disbursements that cannot be matched to a recorded obligation (UMDs) and Negative Unliquidated Obligations (NULOs) where the disbursement exceeds the recorded obligation.  UMDs and NULOs are classified as problem disbursements (PDs).

Some causes of PDs include:

· Data input errors

· Document preparation errors and erroneous contract writing procedures

· Failure to post obligations in a timely manner

· Lack of standardized accounting data among services during cross disbursement processing

PDs result in:

· Serious implication on financial controls and status of DON accounts  

· Lack of adequate controls to ensure accurate, reliable fund balances

· Noncompliance with the Antideficiency Act

· Inaccurate and untimely financial reports

Functional Category:  Comptroller and/or Resource Management

Pace of Corrective Action:
Year Identified:  FY 1997

Original Targeted Correction Date:  4th Qtr, FY 2003

Targeted Correction Date in Last Year's Report:  4th Qtr, FY 2003

Current Target Date:  4th Qtr, FY 2003

Reason for Change in Date(s):  N/A

Component/Appropriation/Account Number:  Various, i.e., OMN (171804), OPN (171810), RDTEN (171319), OMNR (171806), WPN (171507), SCN (171611), APN (171506), FMS (17X8242), O&M, Defense (0100), Procurement, Defense (0300), NG&RE, Defense (0350), RDT&E, Defense (0400), ER, Defense (0810), Missile Procurement, Air Force (57X3020), RDT&E, Air Force (57X3600), Navy Working Capital Fund (4930)









($000)

Title           


 Appn(s)  FY2001  FY2002  FY2003  FY2004  Cost-To-Complete
 Total


Problem
1804    $5,000.0  $4,000.0 $3,000.0  $3,000.0        $2,000.0         $17,000.0 Disbursements

Validation Process:  The project manager will review monthly reports of corrective actions and provide periodic status reports to the Assistant Secretary of the Navy (Financial Management and Comptroller) (ASN(FM&C)) for the Secretary of the Navy.  The ASN (FM&C) will meet periodically with the Comptrollers of the Major Commands and Defense Finance and Accounting Service (DFAS) to review project progress.

Results Indicators:  Progress reports to the Principal Deputy ASN(FM&C) will reflect a greatly diminished number of problem disbursements, both in quantity and dollar amount.  In addition, ASN(FM&C) has implemented a revised problem disbursement goal setting process in which Major Commands set their own goals within established parameters.  The Office of Financial Operations (FMO) requested the Major Commands to develop three-year reduction goals (for both net and absolute balances), beginning with the October 2000 balance and achieving their overall reduction targets by March 31, 2003.  The following table depicts the annual problem disbursement reduction goals:

Annual DON Problem Disbursement Reduction Goals (in millions):

	$Millions 
	Oct-00
	FY 2001
	FY 2002
	FY 2003

	Net 
	$1,711 
	$808 
	$401 
	$407 

	Absolute
	$2,048 
	$1,009 
	$548 
	$496 


As of July 2003, the net balance for PDs was $306 million, and the absolute balance was $449 million, exceeding the FY 2003 goal.  These balances represent respectively, a 62 percent and 60 percent reduction from September 2001 balances.

Source(s) Identifying Weakness:

No new sources identified in FY 2003.  The following source was identified in FY 2001:

· Naval Audit Service (NAVAUDSVC), NAVAUDSVC Report No. N2001-0033, “Fiscal Year 2000 Department of the Navy General Fund Financial Statements:  Navy Problem Disbursement Resolution Process,” June 28, 2001

See Appendix A for sources identified in prior years.

Progress to Date: 

The DON has taken the following steps to correct its Unmatched Disbursements weakness:

· Developed yearly reduction goals for Major Commands.

· Developed yearly reduction goals through FY 2003 for Major Commands.

· Verification:  The amount of problem disbursements is at an acceptable level over a specified time period.

Point of Contact:  Ms. Vicki Beck, ASN(FM&C), (202) 685-6721, beck.vicki@fmo.navy.mil
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