
OFFICE OF THE INSPECTOR GENERAL 


DOD SEALIFT OPERATIONS 

Report Number 92-135 September 9, 1992 

Department of Defense 




The following acronyms are used in this report. 

CENTCOM ...................U.S. Central Command 
CORM. . . . . . .Cargo Outturn Reconciliation Message 
DOT . . . . . . . . . . . ....Department of Transportation 
FSS ...................... fast sealift ships 
GAO...................General Accounting Office 
GTN.................Global Transportation Network 
JOPES ........Joint Operation Planning and Execution System 
LOGMARS . . . . . .Logistics Application of Automated Marking 

and Reading Symbology 
MSC . . . . . . . . . . . . . . . . . . .Military Sealift Command 
MTMC . . . . . . . . . . . . .Military Traffic Management Command 
PREPO......................preposition force 
RORO . . . . . . . . . . . . . . . . . . . . . . roll-on, roll-off 
RRF. . . . ................Ready Reserve Force 
SPOD....................seaport of debarkation 
SPOE...•................seaport of embarkation 
TRANSCOM ...............U.S. Transportation Command 



INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 


400 ARMY NAVY DRIVE 

ARLINGTON, VIRGINIA 22202·2884 


September 9, 1992 

MEMORANDUM FOR ASSISTANT SECRETARY OF DEFENSE (PRODUCTION AND 
LOGISTICS) 

ASSISTANT SECRETARY OF THE NAVY (FINANCIAL 
MANAGEMENT) 

COMMANDER IN CHIEF, U.S. TRANSPORTATION COMMAND 
INSPECTOR GENERAL, DEPARTMENT OF THE ARMY 

SUBJECT: Report on the Audit of DoD sealift Operations 
(Report No. 92-135) 

We are providing this final report for your information and 
use. It addresses DoD sealift operations during Operation Desert 
Shield. Comments on a draft of this report were considered in 
preparing the final report. The audit was made in response to a 
request by the Secretary of Defense. 

DoD Directive 7650.3 requires that all audit recommendations 
be resolved promptly. Therefore, we request that you provide 
final comments on the unresolved recommendations addressed to you 
by November 9, 1992. 

As required by DoD Directive 7650.3, the comments must 
indicate concurrence or nonconcurrence in the finding and each 
recommendation addressed to you. If you concur, describe the 
corrective actions taken or planned, the completion dates for 
actions already taken, and estimated dates for completion of 
planned actions. If you nonconcur, you must state your specific 
reasons for each nonconcurrence. If appropriate, you may propose 
alternative methods for accomplishing desired improvements. We 
also ask that your comments indicate concurrence or 
nonconcurrence with internal control weaknesses highlighted in 
Part I. 



2 

The courtesies extended to the audit staff are appreciated. 
If you have any questions on this audit, please contact Mr. John 
Gebka at (703) 692-3303 (DSN 222-3303) or Mr. Darrell Eminhizer 
at (703) 692-3458 (DSN 222-3458). The planned distribution of 
this report is listed in Appendix L. 

~J~a~·~ 
Assistant Inspector General 

for Auditing 

Enclosure 

cc: 
Secretary of the Army 
Secretary of the Navy 
Assistant Secretary of Defense (Program Analysis and Evaluation) 
Commander in Chief, U.S. Central Command 
Director, Joint Staff 



Office of the Inspector General, DoD 

AUDIT REPORT NO. 92-135 September 9, 1992 
(Project No. lLC-5001) 

DOD SEALIFT OPERATIONS 

EXECUTIVE SUMMARY 

Introduction. From August 7, 1990, through January 15, 1991, 
sealift operations delivered about 23. 7 million square feet of 
U.S. surge cargo in support of Operation Desert Shield at a cost 
of about $1 billion. 

Objective. our objective was to determine if DoD sealift 
operations were functioning in an effective manner to support 
surge requirements resulting from Desert Shield. The audit 
focused on sealift capability, ship operations, port handling, 
and material in-transit accountability. We also evaluated the 
effectiveness of related internal controls. 

Audit Results. Although sealift operations effectively met the 
needs of Desert Shield and actions are underway to improve U.S. 
sealift capabilities, selected aspects of sealift operations need 
further attention. 

o Sufficient U.S.-owned sealift could not be mobilized to 
unilaterally meet initial surge requirements for Operation Desert 
Shield. DoD relied on 105 foreign flag ships at a cost of 
$91 million to deliver 6. 8 million square feet of surge cargo 
(Finding A) . 

o Sealift performance of cargo ships was reduced by slow 
steaming and idle time. DoD lost 3,000 sail days at a cost of 
$52.6 million due to ships' slow steaming and idle time 
(Finding B). 

o The Military Sealift Command (MSC) did not always reduce 
payments to contractors when ships were placed off-hire. MSC 
overpaid ship operators an estimated $392,000 (Finding C). 

o The Military Traffic Management Command did not develop 
planning estimates of the total time needed to move ships through 
ports. As a result, the movement of cargo to the overseas 
theater was delayed, and the operational commander could not 
accurately plan and coordinate arrival of unit cargo (Finding D). 



o DoD lost accountability of surge cargo shipped to 
Southwest Asia. As a result DoD was not assured that all cargo 
shipped to Southwest Asia was off-loaded. (Finding E). 

Internal Controls. Controls were insufficient to effectively 
validate payments for ships services or to maintain 
accountability over cargo shipped to Southwest Asia during Desert 
Shield. See Findings B, c, and E for details on these weaknesses 
and Part I for a description of the controls assessed. 

Potential Benefits of Audit. We identified monetary benefits 
totaling $392, 000 related to recovery of overpayment to ship 
contractors for off-hire time. We also identified nonmonetary 
benefits of improved mobilization and performance by the Ready 
Reserve Force (RRF), improved controls over slow steaming and 
idle time, improved sealift requirements planning, and better 
visibility and control over surge cargo shipments between ports 
(see Appendix J). 

summary of Recommendations. We recommended development of 
criteria to justify reported readiness status of RRF ships, 
expansion of the mix of RRF ships test activated, validation of 
readiness report accuracy, use of more shipyards to activate the 
RRF, periodic activation of the office responsible for 
integration and allocation of shipyard work, inclusion of 
additional performance provisions in some ship contracts, 
development of a single identification and tracking system, 
recovery of overpayments made to ship operators, establishment of 
more accurate estimates for moving ships through port, 
establishment of controls for reconciliation of cargo manifests, 
and upgrade of hardware for the automated cargo system. 

Management Comments. The Assistant Secretary of Defense 
(Production and Logistics) did not fully agree that criteria 
should be developed to justify the reported readiness status of 
RRF ships. The Navy indicated that procedures for activating RRF 
ships would be revised to annually test activate RRF ships placed 
in a high state of readiness but did not state whether it would 
expand the mix of RRF ships test activated. The Navy agreed to 
use Navy shipyards and additional commercial shipyards to 
activate RRF ships, and stated the Navy office responsible for 
integration and allocation of shipyard work would be activated in 
future wargames. U.S. Transportation Command (TRANSCOM) did not 
agree to include additional performance provisions in contracts 
with ship operators. TRANSCOM agreed to develop a single system 
to track ship movements and cargo in either peacetime or wartime 
and to collect overpayments made to ship operators. TRANSCOM 
agreed to establish more accurate port time estimates to improve 
sealift planning. TRANSCOM also agreed to establish stronger 
controls to ensure intransit accountability of DoD cargo during a 
deployment, but stated it was the Services' responsibility to 
upgrade hardware for the automated cargo system. 
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In addition to management comments from addressees, we received 
comments from the Assistant Secretary of the Defense (Program 
Analysis and Evaluation). Part II contains a complete discussion 
of managements' comments to the recommendations, and Part IV 
contains the complete text of managements' comments. 

We request that the Assistant Secretary of Defense (Production 
and Logistics) and the Chief of Naval Operations respond to the 
unresolved issues in this final report by November 9, 1992. 

Audit Response: After considering managements' comments to the 
draft report, we made some revisions to the final report. We 
have further clarified our positions on the need to more quickly 
mobilize U.S-owned sealift, hold ship operators more accountable 
for ship performance, improve planning estimates for port 
operations, and maintain intransit accountability of cargoes. We 
revised final report Recommendation A.1. to more specifically 
address measures needed to justify the specific readiness of an 
RRF ship. We clarified Recommendation A.2.a. in the final report 
to require that the accuracy of the RRF readiness reports be 
validated. We revised Recommendation B.1.a. to have the 
Memorandum of Agreement between DoD and DOT require that 
contracts for RRF ships include steaming speeds and provide for 
payment deductions when slow steaming occurs. Part IV "Audit 
Response to Management Comments on the Findings" is a complete 
discussion of our response to managements' comments. 
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PART I - INTRODUCTION 

Background 

On August 2, 1990, Iraq invaded Kuwait. On August 7, 1990, the 
United States initiated Operation Desert Shield. During Desert 
Shield (August 7, 1990, through January 15, 1991), the majority 
of the dry cargo moved to the Southwest Asia theater 
(27.9 million square feet) was U.S. surge cargo. Surge cargo is 
the heavy equipment that supports initially deployed units. 
Surge cargo is comprised mainly of large vehicles, tanks, weapon 
systems, and aircraft that are not easily containerized. Sealift 
delivered 23. 7 (85 percent) million square feet, of the 
U.S. surge cargo at a cost of about $1 billion. 

During Desert Shield, the Military Sealift Command (MSC) acquired 
253 ships to deliver surge cargo. Of the 253 ships, 209 ships 
completed at least one delivery of surge cargo to Southwest Asia. 
The remaining 44 ships did not complete a delivery during Desert 
Shield. Of the 209 ships that made deliveries, 104 were United 
States owned sealift, which delivered 16.9 million square feet of 
surge cargo; and 105 ships, including 7 donated ships, were 
foreign flag sealift, which delivered 6.8 million square feet of 
surge cargo. Appendix A contains a more detailed description of 
the ships and the acquisition processes for obtaining ships from 
each source. The surge cargo, which originated primarily in the 
United States and Europe was shipped through about 33 seaports. 
The major seaports receiving the surge cargo were Ad Dammam and 
Al Jubayl, Saudi Arabia. 

The movement of surge cargo for Desert Shield required accurate 
movement requirements data and close coordination among the Joint 
Chiefs of Staff, the U.S. Central Command (CENTCOM), the 
U.S. Transportation Command (TRANSCOM), the MSC, and the Military 
Traffic Management Command (MTMC) . The Joint Chiefs of Staff 
identified and tasked units to support wartime operations. 
TRANSCOM developed transportation plans and coordinated surge 
cargo movement to the Southwest Asia theater. TRANSCOM used the 
capabilities of MSC and MTMC to provide sealift support to 
CENTCOM. MTMC and MSC coordinated to translate data on deploying 
units' equipment into the number of ships needed to move the 
equipment. MTMC arranged to move the equipment through the 
seaports. MTMC communicated this information to MSC. MSC 
contracted for the ships and arranged for them to be at seaports 
for loading and unloading. 

MSC is responsible for providing sealift capability needed to 
deploy and sustain forward deployed U.S. Armed Forces worldwide 
during peacetime and war. MSC' s primary functions related to 
providing sealift are: 



o contracting for the acquisition of strategic sealift and 
ocean transportation; 

o administering payments on government contracts; 

o exercising operational control for MSC ships under direct 
U.S. Government control and through commercial operating 
companies for ships under charter contract; 

o developing plans for the effective use and control of 
military-owned and commercial ocean transportation resources made 
available to DoD under mobilization or other emergency 
conditions; and 

o controlling, operating, and administering Government
owned ships assigned, and all other ships required to provide 
ocean transportation service for the movement of personnel, 
material, and petroleum. 

MTMC was responsible for operating and managing cargo loading 
operations at most United States and overseas seaports of 
embarkation (SPOE) during Desert Shield. MTMC used Army Reserve 
transportation terminal units to manage port loading operations. 
Port loading operations included identifying and documenting 
cargo upon arrival at the SPOE, staging the cargo for loading, 
managing the loading of cargo by contract personnel at the SPOE, 
and documenting the actual cargo loaded onto ships provided by 
MSC. 

The U.S. Army 7th Transportation Group, Fort Eustis, Virginia, 
was responsible for off-loading operations of U.S. Army and U.S. 
Air Force cargo from ships at the major seaports of debarkation 
(SPOD) in Ad Dammam and Al Jubayl, Saudi Arabia. The U.S. Marine 
Corps 1st Marine Expeditionary Force, Camp Pendleton, California, 
was responsible for the offloading of Marine Corps cargo at 
Al Jubayl. Port operations at the SPOD include the offloading of 
cargo from the ships, documenting and accounting for receipt of 
the cargo, and distributing the cargo to the appropriate military 
combat or supply unit. 

Objective 

The objective of the audit was to determine if DoD sealift 
operations were functioning in an effective and efficient manner 
to support surge requirements resulting from Desert Shield. The 
audit focused on sealift capability, ship performance, port 
handling, material in transit accountability, and related 
policies and procedures. We also evaluated the effectiveness of 
internal controls. 

The initial audit objectives were revised upon completion of the 
survey phase. We did not perform audit verification work on the 
announced objective of ship support (maintenance, manpower, and 
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supplies). Our survey work indicated that the General Accounting 
Office (GAO) and the Department of Transportation's (DOT) 
Inspector General were providing audit coverage of this area. 

Scope 

Our audit scope was limited to an evaluation of sealift 
operations related to meeting dry cargo surge requirements of 
Desert Shield. Sealift operations related to sustainment cargo 
and fuel deliveries were not considered. We reviewed surge cargo 
sealift operations that occurred between August 7, 1990, and 
January 15, 1991. We evaluated MSC's ability to effectively 
obtain sufficient sealift to meet requirements and to efficiently 
and effectively use sealift resources. We also reviewed MTMC's 
and the U.S. Army 7th Transportation Group's ability to 
effectively and efficiently process dry cargo ships through the 
ports and to account for surge cargo. 

our review included an analysis of the National Security Sealift 
Policy, Memorandum of Agreement between the DoD and DOT 
concerning the Ready Reserve Force (RRF), DoD Directives, ship 
message traffic, daily situation reports, ship casualty reports, 
sail orders, and ship manifests. We also reviewed financial 
records to include invoices and payments for ships used during 
Desert Shield. 

The Quantitative Methods Division of our Audit Planning and 
Technical Support Directorate selected a sample of 80 ships from 
the universe of 253 ships acquired during Desert Shield. This 
sample was used in our evaluation of the specific objectives of 
ship performance, port handling, and material in transit 
accountability. 

The audit was made from October 1990 through December 1991 in 
accordance with auditing standards issued by the Comptroller 
General of the United States as implemented by the Inspector 
General, DoD, and accordingly, included such tests of internal 
controls as were considered necessary. Activities visited or 
contacted during the audit are shown in Appendix K. 

Internal Controls 

The audit identified material internal control weaknesses as 
defined by Public Law 97-255, Office of Management and Budget 
Circular A-123, and DoD Directive 5010.38. Controls were 
insufficient to hold ship operators accountable for ship 
performance, effectively validate payments for ships' services, 
or account for material in transit during Desert Shield. These 
internal control weaknesses are discussed in Part II, Findings B, 
c, and E, respectively. Recommendations B.l.a., B.2., C.1., 
E.l., and E.2., if implemented, will correct the weaknesses. We 
have determined that monetary benefits of about $392,000 can 
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be realized by implementing Recommendation C.2. A copy of the 
final report will be provided to the senior official responsible 
for internal controls within TRANSCOM, MSC, and MTMC. 

Prior Audits and Other Reviews 

The Inspector General, DoD; GAO; and the Inspector General, DOT 
completed reviews related to specific aspects of sealift 
operations related to Desert Shield. The audits and reviews are 
summarized in Appendix B. 
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PART II - FINDINGS AND RECOMMENDATIONS 

A. SEALIFT CAPABILITY 

Sufficient U.S. -owned sealift could not be mobilized to 
unilaterally meet the initial surge requirements for Operation 
Desert Shield. This occurred because U.S. commercial and RRF 
ships were not readily available. U.S. -owned sealift did not 
include enough militarily suitable ships. Funding shortfalls 
precluded the DOT from adequately maintaining RRF ships to meet 
activation time frames. Further, DOT inaccurately reported the 
readiness status of the RRF to DoD because DoD and DOT had not 
developed clear criteria to justify the reported readiness status 
of RRF ships. U.S. shipyard capability was also ineffectively 
used to activate RRF ships during Desert Shield. As a result, 
DoD lost the ability to mobilize about 1.9 million square feet of 
RRF sealift capacity during Desert Shield, and relied on foreign 
flag ships to deliver about 6.8 million square feet of cargo at a 
cost of about $91 million. The inability to mobilize sufficient 
u.s.-owned sealift to meet initial surge requirements increases 
the risk that the U.S. Government will not be able to 
unilaterally respond to future contingencies as required by 
National Security Sealift Policy. 

DISCUSSION OF DETAILS 

Background 

Policies on national security are issued by the President. 
National Security Sealift Policy, issued October 5, 1989, 
addresses sealift for defense of U.S. interests. The policy 
states, "We must be prepared to respond unilaterally to security 
threats in geographical areas not covered by alliance 
commitments. Sufficient u.s.-owned sealift resources must be 
available to meet requirements for such unilateral response." 
The policy requires DoD to obtain u.s.-owned sealift to support 
security threats in such operations as Desert Shield. 

To meet DoD surge cargo requirements during Desert Shield, MSC 
obtained sealift from three u.s.-owned sources. The first u.s. 
owned source was those ships under the direct control of DoD. 
DoD controlled ships included fast sealift ships (FSS), which are 
in a standby mode and exist for the purpose of meeting DoD surge 
cargo needs; common user ships, which exist for the purpose of 
meeting DoD's daily peacetime needs; and preposition force 
(PREPO) ships, which are prepositioned in various theaters and 
exist primarily to meet combat needs of military theater 
commanders. The second U. s. -owned source was commercial U. s. 
flag ships, consisting of about 140 ships, which are chartered by 
MSC after their need is identified. The third source was DOT's 
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RRF which are kept in various states of readiness and exist for 
the purposes of meeting DoD's surge cargo requirements. 

The four major types of ships used to meet cargo requirements 
during Desert Shield were the roll-on, roll-off (RORO) , 
breakbulks, barge carriers, and containers. RORO ships are best 
suited for transporting vehicles and other mobile cargoes. Cargo 
is driven or moved over ramps onto RORO ships, enabling rapid 
loading and unloading. Cargoes on breakbulk ships are loaded and 
unloaded by cranes. These ships transport all forms of cargo 
from boxes to heavy tanks. Barge carriers transport cargoes in 
previously loaded barges. The two types of barge carriers are 
lighter aboard ships, which loads and unloads its barges with a 
crane, and sea barges, which use an elevator to load and unload 
cargo. Container ships transport cargoes in prepackaged metal 
containers ranging from 20 to 40 feet long, which are loaded and 
unloaded by cranes at shore. 

MSC, as ship agent for DoD, and DOT are assigned mutual 
responsibility for oversight of the RRF ships, the largest source 
of U.S.-owned sealift available for surge cargo. This mutual DoD 
and DOT responsibility is detailed in a "Memorandum of Agreement 
between the Department of Defense and the Department of 
Transportation," dated October 15, 1988. The agreement requires 
MSC to define the mix of ships. DOT is to maintain the ships in 
accordance with standards established by MSC and DOT. DOT is to 
maintain the ships in such a state that they can be activated and 
ready for use within a specified time frame provided by MSC, that 
is, within 5, 10, or 2o days. DOT is to advise MSC when the 
specified time criteria cannot be met for each ship and of the 
estimated time of correction. The memorandum requires MSC and 
DOT to annually review the maintenance, readiness, repair, and 
operational tests of RRF ships. 

While DOT is responsible for RRF shipyard work, in times of 
emergency, DoD can assist in the activation of the RRF. The 
Navy's Office of the Coordinator for Ship Repair and Conversion, 
Naval Sea Systems Command, has the authority to coordinate and 
delegate work load among U.S. shipyards in times of national 
urgency. Under DoD Directive 5030. 9, "Coordination of 
Shipbuilding, Conversion and Repair for the Department of 
Defense," January 19, 1972, the Navy is to prioritize and 
expedite DoD sponsored work in Government-owned and private 
shipyards. 
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In the early phases of a security threat, time is critical. 
There is an initial surge requirement for materiel to support 
deployed troops. While personnel and light equipment can be 
airlifted to an area of operations quickly, heavier materiel, for 
example, tanks and artillery, require sealift. Without the 
heavier materiel, the early deployed personnel and equipment are 
vulnerable to an adversary's aggressive actions. Specified 
mobilization time frames for the availability of the FSS and the 
RRF were established to meet this time critical sealift of surge 
cargo. 

suitability of u.s. Ships 

U.S. sealift did not consist of ship types suitable for the surge 
cargo encountered during Desert Shield. RORO ships are the most 
militarily suitable ships for surge cargo. RORO ships can 
usually load more cargo, and with the use of ramps, can load 
cargo much quicker than breakbulk ships. In addition, DoD 
controlled RORO ships can usually deliver surge cargo faster than 
other ships because they maintain higher operating speeds. Of 
the 253 dry cargo ships acquired during Desert Shield 
94 (37 percent) were RORO ships. Of the 94 RORO ships acquired, 
only 51 came from u.s.-owned sources (25 from DoD, 17 from DOT, 
and 9 from commercial U.S. flag). The remaining 43 RORO ships 
were foreign flag ships. 

Of the u.s.-owned sources used during Desert Shield, DoD 
controlled sealift proved to be the best suited for surge cargo 
requirements. The eight FSS under MSC control were large RORO 
ships, capable of traveling at speeds up to twice as fast as some 
of the breakbulk ships used during Desert Shield. The PREPO 
includes 13 maritime prepositioning ships under the control of 
the military theater commanders. These ships were militarily 
suitable RORO ships that were able to quickly respond when 
ordered to support Desert Shield. However, the DoD controlled 
sealift was not sufficient to meet the surge requirements of 
Desert Shield; thus, MSC quickly requested and used commercial 
U.S. flag dry cargo ships and DOT' s RRF ships to augment DoD 
controlled sealift. 

Commercial U.S. flag sealift and RRF sealift were not well suited 
to support Desert Shield surge cargo requirements. Of the 
140 dry cargo ships in the U.S. flag inventory, 17 {12 percent) 
were RORO type ships and 27 (19 percent) were breakbulk ships. 
The remaining 96 ships, mostly container ships, were ill-suited 
for the movement of surge cargoes. 

MSC contracted for 24 of these 140 dry cargo ships during Desert 
Shield, of which only 9 were RORO ships. Contractual agreements 
were not obtained by MSC to charter the remaining eight U.S. flag 
owned RORO ships during Desert Shield because they were reported 
by the Navy and TRANSCOM to be unsuitable for military surge 

7 



cargoes. An additional problem encountered by MSC was the 
location of U.S. commercial ships at the start of Desert Shield. 
Due to the nature of commercial business, these ships were 
scattered around the world at the beginning of Desert Shield; 
therefore, all could not respond immediately to surge cargo 
movement requirements. 

Of the 83 dry cargo ships in the RRF, only 17 (21 percent) were 
RORO ships. The remaining 66 ships were primarily breakbulk 
ships. The 17 RRF RORO ships however, had a capacity equal to 
about 59 RRF breakbulk ships. During Desert Shield, MSC 
requested 61 RRF ships from DOT, including all 17 RORO ships. 

The lack of Government-owned RORO ships and limited availability 
of commercial U.S. flag RORO ships caused DoD to use less 
efficient breakbulk ships, which carry less capacity, take longer 
to load, and are usually slower than RORO ships. The limited 
availability of U.S. RORO capacity delayed the movement of surge 
cargo overseas and contributed to the dependence on foreign flag 
capacity to support Desert Shield surge cargo requirements. 
During Desert Shield, MSC contracted for 137 foreign flag ships 
of which 105 delivered cargo. Of 105 foreign flag ships used to 
support surge cargo requirements, 34 were RORO and 71 were 
breakbulk. 

Mobilization of RRF Fleet 

The RRF sealift requested by MSC was not delivered in planned 
time frames by DOT. During Desert Shield, MSC requested 61 RRF 
ships that were activated at a cost of about $103 million. Of 
the 61 RRF ships requested, only 13 (21 percent) RRF ships were 
delivered in the prescribed time frames. The remaining 48 ships 
were from 1 to 126 days late, with 14 days being the average. 
The primary causes of the RRF mobilization difficulties were 
inadequate funding for ship maintenance, repair, and test 
activations; the inaccurate readiness reporting of the RRF to 
DoD; and the limited use of U.S. shipyards to break out the RRF. 

Mechanical condition. During Desert Shield, the RRF proved 
to be in the poorest condition of the U.S. -owned sources of 
sealift used. The mechanical condition of the RRF ships was the 
most significant factor in the inability of the ships to meet 
prescribed activation time frames of 5, 10, or 20 days. In 
September 1991, the Inspector General, DOT, reported that 29 of 
the 46 ships requested during the first 32 days of Desert Shield 
could not be activated on time primarily because of the poor 
mechanical condition of the RRF ships. There were also some 
problems with obtaining and retaining crews with appropriate 
mechanical experience. Mechanical problems existed throughout 
the activation of the 46 ships reviewed and were attributed to 
lack of use, improper deactivation, condition of ships at time of 
acquisition, age of equipment, shipyard repairs and upgrades not 
tested upon completion, and uncorrected deficiencies. The 
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Inspector General, DOT, noted that some of these RRF ships had 
not been operated for as long as 14 years. The Inspector 
General, DOT, made recommendations that DOT ensure that 
mechanical problems identified during operations, deactivations, 
and repairs of existing equipment or installations of new 
equipment on RRF ships are tested and corrected prior to 
returning to storage locations. 

Funding. The Inspector General, DOT, report states that in 
FY 1990, DOT's budget request to Congress for the RRF was 
$239 million. This included $153. 9 million primarily for fleet 
additions and the porting of ships at multiple locations, and 
$85.1 million for ship maintenance, repair, and test activations. 
DOT received a FY 1990 appropriation of $89 million. The 
reduction included almost $60 million in the maintenance and 
operations account. Coupled with a FY 1989 carryover and other 
receipts, DOT had $102.1 million available in FY 1990 (57 percent 
less than DOT' s RRF request to Congress) . According to DOT 
officials, program adjustments were made to minimize the impact 
on the readiness of the RRF fleet. 

Readiness reporting. The Memorandum of Agreement between 
DoD and DOT tasked DOT with reporting the readiness status of all 
RRF ships monthly. DOT issued a report to DoD on the readiness 
of RRF ships in August 1990 to DoD just before Desert Shield. 
However, under the Memorandum of Agreement concerning the RRF, 
DoD and DOT had not established a reporting criteria that 
accurately represented the ability of RRF ships to be available 
within prescribed time frames. 

In 1989, MSC provided DOT with definitions of readiness ratings 
from C-1, no mission degrading deficiencies, to C-5, scheduled 
major repairs in progress, unable to meet assigned readiness 
criteria. MSC and DOT did not define how a ship was to be rated. 
Without more definitive criteria, DOT could not accurately 
determine if RRF ships could be activated within specified 
timeframes. For example, the Cape Isabel, a RORO ship in the RRF 
since 1986 and not previously activated, was assigned a 5-day 
activation period and reported by DOT as C-2 (minor deficiencies 
repairable within assigned activation period). When activated 
for Desert Shield, major mechanical problems with bilge, ballast, 
and boiler contributed to the Cape Isabel being delivered 6 days 
late to MSC. This delayed U.S.-owned sealift capacity needed to 
move surge cargo. 

DOT reported, 5 days before the start of Desert Shield, that 
50 of the 61 ships requested would be available in the prescribed 
time frames of 5, 10, or 20 days. However, only 13 (26 percent) 
of the 50 ships actually met their anticipated time frames. The 
following chart summarizes the discrepancies between what DOT 
reported and what was actually experienced. 
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READY RESERVE FORCE SHIPS 

READINESS VERSUS ACTUAL PERFORMANCE 

(AUGUST 2, 1990 - JANUARY 15, 1991) 


Type 
of Ship 

Readiness 
Category 

Number of 
Ships 

Cal led up 

DOT Reported 
Readiness 

Ready/Not Ready 
(August 1. 1990) 

Actual Performance 
Ready/Not Ready 

(August 2, 1990 -
January 15, 1991) 

RORO 5-Day 16 12/4 3/13 
10-Day 0 0 0 
20-Day -1 _QL.1 .J..LQ 

Subtotal 17 12/5 4/13 

Barge Carrier 5-Day 7 6/1 2/5 
10-Day 0 0 0 
20-Day _Q _o _o 

Subtotal .J.. ....ill .li2. 

Breakbulk 5-Day 26 23/3 3/23 
10-Day 11 912 417 
20-Day _Q _o __o 

Subtotal 37 32/5 7/30 

Total 61 50/11 13/48 

The DOT and MSC did not adequately test the readiness of the RRF 
ships. As the Inspector General, DOT, reported in 
September 1991, those RRF ships that had not been activated since 
acquisition were activated an average of 9 days late during 
Desert Shield. In comparison, nine ships that had been activated 
on a test basis (since August 10, 1987) were an average of 
2.2 days late. 

From 1977 through 1990, only 34 RRF ships had been activated on a 
test basis. Of these 34 RRF ships, 1 ship had been activated 
5 times, 15 ships 2 times, and the remaining 18 ships 1 time. 
Under the Memorandum of Agreement between DoD and DOT, MSC can 
activate the RRF ships as necessary to test their availability 
and readiness. However, the cost of activation and deactivation 
is an inhibiting factor in testing the RRF. The average cost of 
each activation and deactivation of the RRF during Desert Shield 
was $1. 7 million and $3. 3 million, respectively. Nevertheless, 
MSC must take a more active role in the testing of the RRF ships 
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to more effectively evaluate the readiness of the RRF to meet 
surge cargo requirements in the future. 

Shipyard capacity. During Desert Shield, U.S. 
commercial and Navy shipyard capacity were not effectively used 
to activate RRF ships. The Navy's Office of the Coordinator for 
Ship Repair and Conversion, Naval Sea Systems Command, has the 
authority to coordinate and allocate work load among U.S. 
shipyards in times of national urgency. The Navy office assigned 
to coordinate shipyard scheduling and distribution was not 
activated during Desert Shield. 

Overall, DOT was responsible for activating the RRF ships during 
Desert Shield. Of the 25 commercial shipyards used to activate 
the RRF, 20 were smaller yards with less than 1,000 employees. 
According to DOT, the smaller shipyards were used because the 
larger yards were involved primarily with Navy work. Of the 
61 activated RRF ships only 12 ships had any activation work 
performed on them by Navy or commercial shipyards employed with 
major DoD work. 

Navy shipyards had available capacity because combat ships were 
being deployed to Desert Shield missions rather than being placed 
in the shipyard for scheduled maintenance. Of the eight Navy 
shipyards with capital investments of over $13 billion and over 
60,000 employees, only one (Philadelphia Navy Shipyard) performed 
any RRF activation work on dry-cargo ships for the purposes of 
meeting surge cargo requirements. The Philadelphia Navy 
Shipyard, however, failed to activate three RRF ships because of 
poor overall condition of the RRF ships and the shipyard's lack 
of familiarity with RRF activation procedures and commercial ship 
standards. Navy shipyards had not been used to test activate the 
RRF ships and therefore did not have experience in such 
activations. Because of the problems encountered at 
Philadelphia, the activation of these three ships was completed 
at commercial yards unrelated to DoD. The remaining 9 of 12 RRF 
activations were performed at 2 of the 15 commercial yards with 
major DoD work. 

DoD could have accelerated the breakout of the RRF ships by 
having capability available at both commercial and Navy 
shipyards. During Desert Shield RRF ships were requested to be 
activated at staggered intervals. The following chart 
demonstrates the staggered requests for the 61 RRF ships 
requested during Desert Shield. 
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RRF SHIPS REQUESTED DURING DESERT SHIELD 


Number of RRF Ships Requested Date Requested 

17 August 10, 1990 
1 August 12, 1990 
5 August 14, 1990 
5 August 18, 1990 
8 August 20, 1990 
2 August 30, 1990 
3 September 21, 1990 
1 November 9, 1990 

16 December 4, 1990 
2 December 8, 1990 

-1 January 3, 1991 
61 

If MSC chose to activate all RRF ships at the same time, an 
authority to coordinate commercial and Navy shipyard resources 
would be necessary to minimize delays in the full activation of 
the RRF. In addition to distributing the activation workload, 
planning for the use of Navy shipyards in RRF activations can 
provide for a larger more effective participation by these 
shipyards. Procedures need to be established at Navy shipyards 
to participate in activations and test activations of the RRF 
ships. A coordinated and planned use of shipyards could minimize 
RRF activation delays. 

u.s.-owned sealift shortfalls. During Desert Shield, 
sufficient U.S.-owned sealift capacity was not mobilized to 
unilaterally move initial surge requirements. As a result, the 
stated U.S. national security policy of unilaterally meeting the 
initial surge requirements was not implemented. If all 61 RRF 
ships were activated within planned time frames, these ships had 
the potential to deliver about 18.2 million square feet of total 
ship capacity of surge cargoes. However, actual RRF activation 
time frames experienced during Desert Shield reduced potential 
surge cargo deliveries to 16.3 million square feet of ship 
capacity. RRF activation delays resulted in the rapid loss of 
sealift capacity; that is, of the 1. 9 million square feet lost 
during Desert Shield, 1.6 million (84 percent) square feet were 
lost in the first 30 days, as shown in the following chart. 
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Of the 253 ships that MSC obtained during Desert Shield, 
137 (54 percent) were foreign flag ships. Of the 137 foreign 
flag ships, 105 were used to deliver about 6.8 million of 
23. 7 million square feet of surge cargo at a cost of about 
$91 million. In future contingencies, foreign flag capacity may 
not be available, which would limit DoD's ability to respond to 
overseas contingencies. 

Sealift initiatives. Since the successful completion of 
Operation Desert Storm, DoD and DOT have worked to increase the 
capability of U.S.-owned sealift to meet DoD surge cargo 
requirements and to decrease dependence on foreign flag sealift. 
These actions include a joint DoD and DOT working group study of 
the RRF, DoD's completion of a congressionally mandated mobility 
study to establish DoD's movement requirements through 1999, DoD 
funding to procure additional sealift capacity, and a DOT funding 
request to expand and better maintain the RRF. 

RRF working group report. In October 1991, the joint 
RRF working group, in conjunction with the Logistics Management 
Institute, issued "The Ready Reserve Force: Enhancing a National 
Asset." The report draws upon lessons learned from the 
activation of RRF ships in support of Desert Shield and Operation 
Desert Storm. The working group acknowledges the significant 
contribution of the RRF during Desert Shield, but states that the 
RRF activations were burdened by a variety of management problems, 
derived from shortcomings related to ship readiness, maintenance, 
operation, and storage and some issues involving shipyards and 
ship repair. These problems degraded the ability of many of the 
ships to be activated within planned time frames. The working 
group concluded that the RRF can be made fully responsive and 
recommended that DoD and DOT jointly implement various changes in 
RRF management, shipyard management, and ship repair and manning. 

Mobility Requirements Study. In the Mobility 
Requirements Study, issued January 23, 1992, DoD proposes a plan 
to acquire additional sealift capacity equal to approximately 
20 RORO ships, to increase the PREPO sealift by about 2 million 
square feet of Army combat and combat support equipment, to add 
3 million square feet of surge sealift capability for the rapid 
deployment of heavy Army divisions and support from the United 
States, and to expand the RRF from 96 ships to 142 ships (of 
which 102 will be dry cargo) or alternatively, initiate a build 
and charter program. In addition, the readiness status of the 
high capacity RORO ships in the RRF should be increased. These 
RRF ships should be put in a 4-day readiness status, should 
require no shipyard activation work, should be ported at 
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designated SPOE, should have a partial crew on board at all times 
when inactive, and should have annual operational tests. The 
study covers a wide range of possible overseas contingencies and 
the sealift capacity needed to meet those contingencies. 

Sealift funding action. DoD was funded about 
$1. 9 billion for FYs 1990 through 1992 to procure additional 
sealift capacity. DoD requested $1. 2 billion in the FY 1993 
budget for additional sealift capacity. The Department of the 
Navy has requested proposals from the shipbuilding industry for 
designs of RORO ships that can be used commercially as well as 
militarily. The Navy has contracted and received initial designs 
from the shipbuilding industry for RORO ships that are militarily 
useful. DOT requested $234 million in FY 1993 funds for the RRF. 
Of this amount, $104 million is to be used for the acquisition of 
ships for the RRF, with the remaining $130 million to be used 
primarily for the maintenance of the RRF. 

Future sealift capacity. DoD can obtain additional sealift 
capacity through a more dependable, responsive, and militarily 
suitable RRF. A more dependable RRF can be attained with the 
establishment of a more accurate measure of the ability of RRF 
ships to meet planned delivery time frames, improved maintenance, 
and the periodic testing of RRF ships. A more responsive RRF can 
be attained with planned and coordinated activation at major 
commercial and Navy shipyards. A more militarily suitable RRF 
can be attained through the acquisition of additional high 
capacity RORO ships in the RRF. By achieving a more dependable, 
responsive, and suitable RRF, DoD's ability to unilaterally meet 
sealift needs is enhanced and dependence on foreign flag sealift 
reduced. 

RECOMMENDATIONS FOR CORRECTIVE ACTION 

1. We recommend that the Assistant Secretary of Defense 
(Production and Logistics), in coordination with the Chief of 
Naval Operations and Department of Transportation (DOT) develop 
criteria that must be met to justify the specific readiness 
status reported to DoD by DOT for each Ready Reserve Force ship. 
This readiness guidance should be incorporated, by reference, in 
the Memorandum of Agreement between DoD and DOT. 

2. We recommend that the Chief of Naval Operations: 

a. Expand the mix of Ready Reserve Force ships that are 
test activated, and periodically validate the accuracy of the 
Department of Transportation's readiness reports on the Ready 
Reserve Force. 

b. Include Navy shipyards and commercial shipyards that are 
building DoD ships in the activation of Ready Reserve Force 
ships, and include these shipyards in the activation of Ready 
Reserve Force ships during training exercises. 
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c. Periodically, activate the Navy's Office of the 
Coordinator for Ship Repair and Conversion to make sure that 
activation of the Ready Reserve Force can be integrated with work 
taking place or scheduled at Navy and major commercial shipyards. 

MANAGEMENT COMMENTS 

The Assistant Secretary of Defense (Production and Logistics) 
partially concurred with draft report Recommendation A.1. The 
Assistant Secretary agreed that the Memorandum of Agreement 
should be revised. He stated, however, that readiness criteria 
in the past had been defined separately from the Memorandum of 
Agreement based on the dynamic and detailed nature of the 
criteria. He added that the Navy periodically reviewed and 
revised the criteria, as necessary. He also stated that 
inaccurate readiness reports were caused by the lack of funding 
to adequately maintain and periodically activate the RRF, which 
resulted in readiness reports being based upon last known 
performance. 

The Assistant Secretary of the Navy (Research, Development, and 
Acquisition) provided unsolicited comments to Recommendation A.1. 
He nonconcurred with the draft report recommendation, stating 
that readiness criteria already exists under a Chief of Naval 
Operations Memorandum dated May 17, 1983, which requires DOT to 
provide readiness information on each ship monthly. 

The Assistant Secretary of the Navy (Research, Development, and 
Acquisition) responded to Recommendations A. 2. a. , A. 2. b. , and 
A.2.c. The Navy neither concurred nor nonconcurred with 
Recommendation A.2.a. However, it stated that for those RRF 
ships that are to be placed in a relatively high state of 
readiness (Reduced Operating Status of 4 days) there are plans to 
annually test activate and perform engineering trials in 
alternate years. During test activation exercises, MSC will 
provide minimal warning time to DOT on those ships it plans to 
identify for activation. In addition, the Navy stated that it 
reviews DOT's RRF readiness reports and readiness reporting 
process, monthly. 

The Navy concurred with Recommendation A. 2. b. without further 
comment. 

The Navy did not concur or nonconcur with Recommendation A.2.c. 
It stated that activation of the Office of Coordinator for Ship 
Repair and conversion was considered during Desert Shield and it 
was decided not to activate this Office because DOT already had 
contracts in place with private shipyards to perform activation 
of the RRF ships; DOT did not have funds available to reimburse 
contractors for other work that would be displaced if the 
Government directed reprioritization of private shipyard work 
through the Office of the Coordinator; and activation of the 
coordinator entailed a significant effort that offered no 
apparent value to the RRF activation efforts for Desert Shield. 
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It added that during previous wargame scenarios, the coordinator 
office was activated resulting in significant benefits, and that 
during future wargames, as appropriate, the office will be 
reactivated. 

AUDIT RESPONSE 

Although the Assistant Secretary of Defense (Production and 
Logistics) indicated partial concurrence with draft report 
Recommendation A.1., we do not consider his comments responsive 
to the intent of the recommendation. The Chief of Naval 
Operations Memorandum does not include criteria that must be met 
to justify the specific readiness status reported for a RRF ship. 
Without any criteria, DoD and DOT have no common agreement on 
what actions are needed for a ship to meet a specified readiness 
status. Only 8 of the 41 RRF ships that DOT reported would be 
ready in 5 days were delivered to DoD on time during Desert 
Shield. 

We do not agree that the lack of funding for maintenance of RRF 
ships precluded DOT from accurately reporting the readiness 
status of RRF ships. Because of the lack of funding to maintain 
RRF ships, DOT should have been more vigilant in reporting the 
decline in readiness of the RRF. By developing more definitive 
criteria (such as availability of crews, test activations, and 
maintenance checks of critical equipment), DoD will have more 
assurance that the reported readiness status by DOT is accurate. 
We have revised Recommendation A. 1. to more specifically state 
the need for definite criteria on the readiness status of RRF 
ships. Although these criteria do not need to be included in the 
Memorandum of Agreement between DoD and DOT, they should be 
incorporated by reference. We, therefore, request that the 
Assistant Secretary of Defense (Production and Logistics) 
consider revised Recommendation A.l. and provide additional 
comments. 

We have also revised Recommendation A.2.a. to recommend that the 
Navy periodically validate the accuracy of DOT's reports on RRF 
readiness and not just review the reports. The Navy's response 
to the draft report recommendation was not clear. Although the 
Navy plans to annually test activate those RRF ships placed in a 
high state of readiness, the Navy does not state that the mix of 
the remaining RRF ships test activated will be expanded. From 
1977 through 1990, only 34 RRF ships had been activated on a test 
basis. Of the 34 RRF ships, 1 had been activated 5 times, 
15 ships activated 2 times, and the remaining 18 ships activated 
1 time. Over 50 percent of the RRF dry cargo fleet of 83 ships 
was never test activated. 

Although the Navy stated that RRF readiness reports were being 
reviewed, the reviews had no significant impact on reported 
accuracy before Desert Shield. Although DOT reported that 50 of 
the 61 RRF ships requested could meet their prescribed readiness 
timeframes, only 13 (26 percent) of the 50 ships were delivered 
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to DoD on time. The Navy's review should include a validation 
process to determine the accuracy of DOT's reports on RRF 
readiness. We therefore request that the Navy provide comments 
to revised Recommendation A. 2. a. The Navy should concur or 
nonconcur with the recommendation and provide dates of completion 
for any corrective actions. 

Although the Navy concurred with Recommendation A.2.b., we 
request that the Chief of Naval Operations provide the 
implementation date for this recommendation. 

The Navy's response to Recommendation A.2.c. was not clear. 
Although the Navy agreed to activate the Office of Coordinator, 
as appropriate, during future war games and exercises, the Navy 
was unclear on whether the office would use major commercial 
shipyards in activating RRF ships during future exercises. 
Periodic activation of the office of coordinator to integrate RRF 
activation with work at major commercial and Navy shipyards would 
increase DoD alternatives for future activation of the RRF. By 
coordinating the use of shipyards, the Office of Coordinator 
could break out RRF ships faster in future contingencies. We, 
therefore, request that the Navy provide a definitive concurrence 
or nonconcurrence to Recommendation A. 2. c., and dates for any 
planned corrective actions. 
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B. SEALIFT OPERATIONS 

The operational performance of cargo ships used during Desert 
Shield was reduced by slow steaming and idle time. In some 
instances, MSC directed ships to proceed at "best speed" instead 
of contracted ship speed. In addition, MSC and DOT did not have 
provisions in all contracts to penalize ship operators for slow 
steaming. Further, when contracts included idle time penalties, 
they were not enforced because MSC could not require DOT to 
enforce off-hire contract provisions. Ships were idle because 
movement requirements were not clearly defined and data support 
systems could not meet the operational demands of Desert Shield. 
Slow steaming and idle time resulted in lost sealift capability 
and expenditures for unused sealift. overall, we project for the 
253 ships acquired in Desert Shield that about 3,000 (14 percent) 
of the 20,700 available sail days were lost at a cost of 
$52. 6 million. Of the 3, 000 lost sail days, the RRF accounted 
for 1,600 (53 percent) at a cost of $32.4 million. 

DISCUSSION OF DETAILS 

Background 

Slow steaming occurs when the average ship speed between ports is 
less than the contracted ship speed. Commercial ship contracts 
have speed performance standards with penalty provisions when 
slow steaming occurs. MSC and DOT generally contracted for ship 
operators who contracted for ship crews. MSC contracted for ship 
operators on United States and commercial foreign flag ships, 
PREPO ships, common user ships, and Government-owned, contractor
operated ships, such as the FSS. DOT contracted for ship 
operators on RRF ships. 

Idle time occurred when a ship was not steaming or was not 
involved in cargo operations to meet its mission. Idle time 
occurred when a ship had minor mechanical difficulties (ship 
repairs); was unable to perform its contracted mission due to, 
for example, major repairs (off-hire); or due to command 
decisions was unable to meet its mission (awaiting orders). 

In peacetime, MSC tracked ship movements through the Voyage 
Information Planning and Analysis System. This data base 
provided a detailed record to monitor ship movements for 
operational control and billing purposes. After Desert Shield 
commenced, Voyage Information Planning and Analysis System was 
discontinued because it was unable to process ship movement 
information which became classified. To replace the peacetime 
tracking system, MSC area commands developed a manual system. 
This system, however, did not provide data at the same level of 
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detail as the peacetime tracking system, making it difficult for 
MSC to effectively monitor ship performance. 

During Desert Shield, TRANSCOM used cargo data in the Joint 
Operation Planning and Execution System (JOPES) to determine the 
amount of sealift needed to move each unit's equipment. MTMC and 
MSC coordinated to translate the data into the number of ships 
needed to move this cargo and arranged to move the cargo through 
the ports. MSC procured the ships and positioned them at the 
ports. Effective sealift required close coordination among these 
commands and was dependent on accurate movement requirements 
data. 

Slow Steaming 

Slow steaming was a major deficiency in ship performance. DoD 
lost a projected 1,400 days, costing approximately $23.4 million, 
of 20,700 available days because ship operators traveled at less 
than contracted or registered speeds. Slow steaming delays the 
delivery of cargo overseas and requires DoD to obtain additional 
sealift to make up the shortfall. Slow steaming occurred because 
MSC directed many ships to sail at "best speed", which gave ship 
operators wide latitude to control steaming speeds. Because 
Government-owned, contractor-operated ships did not have a 
minimum contracted speed like commercial ships, MSC had no basis 
on which to hold ship operators responsible for steaming speeds. 

Steaming speed. To evaluate steaming speed, we compared 
berth departure and arrival times to determine the actual 
steaming time that the ship operator took to travel between 
ports. The departure and arrival times were adjusted to 
Greenwich Median Time (Zulu). We divided the distance traveled 
by the ship registry speed for Government ships or contract speed 
for commercial ships to determine if the ship operator maintained 
steaming speed. Actual time was adjusted for documented delays, 
such as inclement weather, medical emergencies and canal transit, 
plus a 10-percent allowance was added for other contingencies. 
To determine if excess sailing time was taken, we compared the 
adjusted actual to the contracted or registered time. In the 
absence of any other known factors, we concluded that adjusted 
actual steaming time in excess of contracted or registered time 
was slow steaming. We estimated the cost by multiplying the slow 
steaming time by the operating charter rate paid the ship 
operator. 

All slow steaming occurring among commercial chartered ships in 
support of Desert Shield was attributable to foreign flag ships. 
MSC directed many of these ships to proceed at "best speed" 
instead of contracted ship speed. MSC's area commands had issued 
sail orders to Government-owned ships to sail at best speed to 
conserve the ships' engines, but carried this phrase over to 
orders for commercial ships. Foreign flag ships incurred a 
projected 625 days in slow steaming (45 percent of the 
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1,400days), costing about $9.lmillion. For example, during 
164 days under MSC contract, the Jolly Smeraldo, with a 
contracted speed of 16 knots (nautical miles per hour), incurred 
27 days of slow steaming time because it steamed at an average 
speed of 11.5 knots. This cost the U.S. Government about 
$676,000. The Jolly Smeraldo, a RORO ship, carried three loads 
to Saudi Arabia, but could have crossed the oceans with its 
cargoes 27 less days had it not slow steamed. 

Government controlled ships in our sample had 55 percent 
(projected 766 days at a cost of about $14.3 million) of the slow 
steaming. RRF ships accounted for a projected 469 days, costing 
about $9.4 million, of the slow steaming time by Government 
ships. For example, the Cape Ducato, a RRF RORO ship, which was 
under MSC control for 168 days, logged 44 days of slow steaming 
time. This cost the Government about $893,000. The Cape Ducato, 
with a steaming speed of 20.5 knots, steamed at an average speed 
of 12. 5 knots. The Cape Ducato could have made at least one 
additional trip to Saudi Arabia had it not slow steamed. A 
complete summary of voyages made by sample ships is shown in 
Appendix c. 

Slow steaming penalty. DOT contracted with the ship 
operators for the RRF, but the DOT contracts did not have 
provisions for deductions for slow steaming. The lack of a 
penalty precluded MSC from enforcing slow steaming deductions for 
Government ships, such as the $893,000 cost for the Cape Ducato's 
slow steaming. MSC's contracts with operators of 
Government-owned ships, such as the FSS, also did not have a 
penalty provision for slow steaming. For the projected 121 days 
of slow steaming by the FSS costing about $1.2 million, MSC was 
precluded from penalizing the ship operators. A complete summary 
of slow steaming by ship source is shown in Appendix D. 

Idle Time 

During Desert Shield, idle time was also a significant factor in 
the underutilization of ships. Ships lost a projected 1,600 of 
the available 20,700 available days, costing about $20.3 million, 
because of ship repairs, off-hire time, and time awaiting orders. 
The RRF experienced a disappropriate share of idle time compared 
to other Government controlled ships. The RRF accounted for 
about 5,600 (27 percent) of the 20,700 available days, but 
experienced 1,145 (73 percent) of the 1,600 total idle days. 
Idle time causes cargoes to be delayed and DoD to pay for ships 
not moving cargo. 

To identify idle time, we reviewed voyage data at MSC 
headquarters, MSC area commands, MTMC port activities, 
transportation terminal units, and the Army's 7th Transportation 
Group. We determined when the ships were not sailing or engaged 
in cargo operations and identified the amount of the idle time. 
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We estimated the cost by multiplying identified idle time by the 
operating charter rate for the ships. 

Ship repairs. DoD cargos were delayed by a projected 
382 days, costing about $7. 5 million, because of ship repairs. 
Mechanical failures are to be expected in any military operation. 
A total of 73 days of minor failures were experienced by FSS, 
PREPO, and commercial U.S. and foreign flag ships during Desert 
Shield. During the delays, the operators were not put in an off
hire status and payments to ship operators were not reduced 
because most of the delays were of limited duration. The RRF 
experienced significantly higher repair delays. The RRF ships 
accounted for a projected 309 (81 percent) days of repair delays, 
at a cost of $6.2 million. For example, the Meteor, a RRF RORO 
ship since 1985, had never been exercised. Among the first RRF 
ships activated for Desert Shield, the Meteor had mechanical 
failures on three occasions for a total of 31 days of delay. 
These repetitive repair delays for the RRF ships when viewed 
collectively caused significant lost sealift capability. The 
following table shows ship repairs by source of ship. 

PROJECTED SHIP REPAIR TIME DURING OPERATION DESERT SHIELD 

Ship Repair Time 

Government Controlled Days Cost 
($000) 

Fast Sealift 22 209 
Common User 0 0 
Prepositioned 29 527 
Ready Reserve Force 309 6,194 

Total Government 360 6,930 

Commercial 

United States 17 399 
Foreign Flag 

Donated 0 0 
Chartered __5 139 

Total Commercial ~ 538 

Grand Total 382 7,468 

Off-hire time. Off-hire time delayed DoD surge cargoes by a 
projected 585 days. The major cause for off-hire time was 
mechanical failures of the ships for more than 12 hours. Because 
the operators were unable to perform their contracted missions, 
MSC stopped paying some contractors until the ships resumed their 
missions. For example, the McCoral, a foreign flag breakbulk 
ship, was put off-hire for 12 days because the crew refused to 
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enter the Persian Gulf. When a replacement crew was put aboard 
and the ship resumed its voyage, MSC returned it to hire status. 
MSC deducted $112, 700 from payments to the contractor. This 
saved DoD money, but the surge cargo was delayed. In some 
instances, the operators were paid even though MSC attempted to 
put the operators in an off-hire status. MSC could not 
unilaterally put RRF ships off-hire because the contracts were 
awarded and administered by DOT. 

The Washington was an example of a RRF ship that MSC attempted to 
put off-hire. The Washington was a breakbulk ship, which had 
been in the RRF since 1977 and had been activated five times. 
The Washington broke down in the vicinity of Rota, Spain, on its 
first voyage to Southwest Asia. MSC had to transload its cargo 
to other ships. MSC recommended that DOT put the ship off-hire 
for 2 2 days. DOT disagreed with MSC and did not put the ship 
operator off-hire. The following table shows projected off-hire 
time by ship source. 

PROJECTED OFF-HIRE TIME DURING OPERATION DESERT SHIELD 

Off-Hire Time 
Days Cost 

($000) 
Government Controlled 
Fast Sealift 0 0 
Common User 5 0 
Prepositioned 34 0 
Ready Reserve Force 448 9,010* 

Total Government 487 9,010 

Commercial 
United States 7 0 
Foreign Flag 

Donated 0 0 
Chartered 91 0 

Total Commercial 98 0 

Grand Total 585 9,010 

* DoD and DOT are in dispute over off-hire time for the RRF 
ships. 

RRF contracts have off-hire provisions, but DOT disagreed with 
MSC's off-hire recommendations. DOT believed that if the ships 
were put off-hire, it could lose access to the crews. It was 
also concerned that if MSC, as DoD's agent for the RRF, put a RRF 
ship off-hire, DoD would not reimburse DOT for the ship's 
operating expenses. Only DOT, as contracting officer, had the 
authority to withhold payments to the operators. Without 
authority to put ships off-hire, DoD was required to pay for 
unused lift. The Memorandum of Agreement between DoD and DOT on 
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the RRF and DOT contracts did not provide DoD the authority to 
control ship off-hire decisions. This problem needs to be 
resolved before future use of the RRF by DoD. 

Awaiting orders. Ships were awaiting orders because 
movement requirements were not clearly defined and data support 
systems could not meet the potential demands of Desert Shield. 
Awaiting orders time resulted in a projected 611 lost sail days, 
at a cost of about $12.8 million. 

For example, the Cape Flattery, a RRF barge carrier, sat anchored 
in Norfolk, Virginia, for about 29 days in November 1990 awaiting 
orders. At the end of November 1990, it was ordered to carry 
ammunition from North Carolina to Southwest Asia. The following 
table shows the time ships spent awaiting orders. 

PROJECTED AWAITING ORDERS TIME DURING 
OPERATION DESERT SHIELD 

Awaiting Orders Time 

Cost 

Government Controlled 
($000) 

Fast Sealift 
Common User 
Prepositioned 
Ready Reserve Force 

0 
0 

87 
388 

0 
0 

1,840 
7,773 

Total Government 9,613 

Commercial 

U.S. 
Foreign Flag 

Donated 
Chartered 

90 

3 
43 

2,807 

0 
373 

Total Commercial 136 3,180 

Grand Total 611 12[793 

European lift. Because of the uncertainty of when specific 
cargo was to be moved from Europe, MSC prepositioned ships in 
Europe (for example, Rota, Spain) in anticipation of moving U.S. 
Armed Forces out of Europe to support Desert Shield. The amount 
of idle time that occurred by prepositioning ships may have been 
unavoidable. The decision to move cargo from Europe was not made 
early in the operation. Further, an intertheater movement was 
not a planned contingency for European forces and specific cargo 
movement requirements were not clearly defined. MSC lost a 
projected 112 sail days at a cost of $2. 6 million by 
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prepositioning ships off of Europe out of the total projected 
611 days of awaiting orders delays costing about $12.8 million. 

Movement requirements. Inaccurate sealift movement 
requirements provided to TRANSCOM directly affected MSC's ability 
to effectively and efficiently schedule, contract, and use ships 
in Desert Shield. Movement requirements are details of the force 
to be moved (square footage, weight, hazardousness of cargo, 
origination port, and delivery deadline). The requirements 
impact scheduling and contracting because they determine what 
type ship is needed, when the ship is needed and where the ship 
will be loaded and unloaded. Movement requirements data to 
support unit moves are maintained in the JOPES. 

JOPES, although not fully operational, was used with 
disappointing results during Desert Shield. In peacetime, JOPES 
was not generally used to determine transportation requirements. 
Command personnel in Europe informed us that JOPES used outdated 
equipment and software, which was not user friendly. Few 
personnel in the field were trained or experienced with the 
system. Movement of European forces to support Desert Shield had 
not been previously planned. Movement requirements for 
prepositioned material configured to unit sets also had to be 
entered into JOPES. Few personnel, such as the reservists used 
to augment units during Desert Shield, had the security 
clearances required to use JOPES. When the system was used in 
Desert Shield, inaccurate data were entered into the system. To 
illustrate, sealift requirements for the deployment of the U.S. 
Army, Europe, radically shifted between 6.2 million and 
14 million square feet and finally totaled 8. 2 million square 
feet. 

Monitoring ship movements. MSC was hampered in monitoring 
ship movements because the peacetime tracking system, Voyage 
Information Planning and Analysis System, was not able to process 
classified data. MSC and its subordinate commands developed 
classified individual spreadsheets to track ships. These 
spreadsheets were not designed to have the same level of detail 
as the peacetime tracking system; therefore, MSC personnel were 
unable to promptly and accurately monitor ship movements. This 
created difficulties in monitoring ship performance, thus 
hampered MSC's identifying and enforcing the slow steaming 
provisions of contracts and monitoring ships' idle time. To 
overcome the weaknesses of JOPES and the Voyage Information 
Planning and Analysis System, TRANSCOM needs to develop an 
integrated system to process requirements data and monitor ship 
movements. Without such data, TRANSCOM cannot accurately 
determine the type and number of ships needed. TRANSCOM will 
have difficulty in the timely monitoring of ship movements and 
determining when sealift requirements will be satisfied. 

In summary, once activated, the RRF was primarily responsible for 
the majority of the slow steaming and idle time of vessels 
supporting Desert Shield. The RRF accounted for about 1,600 lost 
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sail days costing about $32. 4 million. The RRF was the major 
Government-owned sealift to meet contingencies, but its poor 
performance seriously affected the ability of U.S.-owned sealift 
to meet the movement requirements of Desert Shield. 

RECOMMENDATIONS FOR CORRECTIVE ACTION 

1. We recommend that the Assistant Secretary of Defense 
(Production and Logistics), in coordination with appropriate 
Department of Defense offices, negotiate with the Department of 
Transportation to revise the Memorandum of Agreement between the 
Department of Defense and the Department of Transportation to: 

a. Require contracts for Ready Reserve Force ships to 
include steaming speeds and provide for payment deductions when 
slow steaming occurs. 

b. Designate the Military Sealift Command as the 
administrative contracting officer when Ready Reserve Force ships 
are under the Military Sealift Command's operational control to 
give the Military Sealift Command the authority to make payment 
deductions for slow steaming and off-hire time. 

2. We recommend that the Commander, Military Sealift Command, 
include provisions in contracts with ship operators of the Fast 
Sealift Ships and Maritime Prepositioning Ships to establish 
steaming speeds and to make payment deductions when slow steaming 
occurs. 

3. We recommend that the Commander in Chief, U.S. Transportation 
Command, develop a single system that is capable of identifying 
the amount of Department of Defense cargo requiring sealift for 
forces designated by the Joint Chiefs of Staff for deployment and 
tracking ship movements in either peacetime or wartime. 

MANAGEMENT COMMENTS 

The Assistant Secretary of Defense (Production and Logistics) 
nonconcurred with draft report Recommendations B.1.a. and B.1.b. 
Although the Assistant Secretary agreed that the Memorandum of 
Agreement between DoD and DOT should be revised, he did not agree 
that it should be revised to include contract provisions for slow 
steaming and off-hire penalties or that MSC be designated as the 
administrative contracting officer. He stated that slow steaming 
penalty could only work if DoD provides all the resources 
necessary for the ship managers to correct the identified 
deficiencies. Similarly, use of the off-hire clauses will not 
work because it would be difficult to hold ship managers 
accountable and liable for the performance of a ship for which 
they do not have complete control. He stated that DOT should 
develop clear definitions for nonperformance and associated 
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compensation and incorporate those provisions into the ship 
manager contracts. 

TRANSCOM and the Navy provided unsolicited comments to 
Recommendation B. 1. a. TRANSCOM partially concurred with 
Recommendation B.1.a. TRANSCOM concurred with the need for DoD 
and DOT to revise the Memorandum of Agreement. However, TRANSCOM 
nonconcurred with the need for DOT to include enforceable 
provisions in its contracts for steaming speeds because it is not 
always practical. 

TRANSCOM stated that DOT contracts for operation of RRF ships 
should set forth clearly defined performance work statements, and 
payments should be linked to the established performance 
requirements in the contracts. The Assistant Secretary of the 
Navy (Research, Development and Acquisition) nonconcurred with 
Recommendation B.1.a. and his comments were similar to those 
provided by TRANSCOM. 

TRANSCOM nonconcurred with Recommendation B.2. TRANSCOM stated 
that ship operators should not automatically operate at top speed 
because of potential performance problems. TRANSCOM also stated 
that speed decisions should be the responsibility of the 
operational commander. The Navy provided similar comments to 
Recommendation B.2. 

TRANSCOM concurred with Recommendation B.3., and commented that 
it is the lead agency in developing a Global Transportation 
Network (GTN) to correct the problem of inadequate intransit 
visibility of cargo and personnel. MSC, as the lead agency, is 
correcting the problem of the Integrated Vessel Information and 
Planning System. A GTN will provide transportation data to JOPES 
and a classified interface between JOPES and the Integrated 
Vessel Information and Planning System. A GTN is being developed 
in stages and scheduled to be completed by the first quarter of 
FY 1994. 

AUDIT RESPONSE 

Comments by the Assistant Secretary of Defense (Production and 
Logistics) are considered nonresponsive to the intent of draft 
report Recommendation B.1.a. The Assistant Secretary did focus 
on our fundamental issue of the need to hold operators of RRF 
ships accountable and liable for their performance. We agree 
that the Memorandum of Agreement does not need to include 
contract provisions for steaming speeds for RRF ships. 
Therefore, we have revised the recommendation to state that the 
Memorandum of Agreement between DoD and DOT require contracts for 
RRF ships to include steaming speeds and provide for payment 
deductions when slow steaming occurs. 

Our audit disclosed that slow steaming significantly decreased 
the performance of the RRF. Cargoes to Southwest Asia were 
delayed because the RRF ships accounted for a projected 
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34 percent of the total slow steaming time during Desert Shield. 
This nonproductive time caused CENTCOM to unnecessarily await 
urgently needed military cargoes. In our slow steaming 
calculations for the RRF ships, we used the average sustained 
speed in MSC' s ship register. Ship operators should be held 
accountable for maintaining specified steaming speeds. 

Ship operators may be forced to prepare casualty reports and make 
necessary repairs due to the poor mechanical condition of the 
ships. However, prior funding constraints for RRF ship 
maintenance does not preclude the RRF ship operators from being 
penalized for their poor performance. The ship operator is 
contracted to perform a service regardless of who owns or has 
control of the ship. Control of the ship steaming time is a 
critical element in the services provided by the ship operators, 
and they should be held accountable for their performance of this 
element. 

When MSC cannot get adequate justification for slow steaming, MSC 
needs to have the ability to make payment deductions, which is 
the practice for commercial ship operators. Under current 
procedures, the ship operator of an RRF ship is not being 
penalized for slow steaming. In effect, this gives ship 
operators an incentive to slow steam. The more time the ship 
takes to accomplish its voyage the more costs the operator can 
bill the Government. We, therefore, request that the Assistant 
Secretary of Defense (Production and Logistics), provide further 
comments to revised Recommendation B.1.a. 

We consider the Assistant Secretary's comments to Recommen
dation B.1.b. nonresponsive. The difficulty is that after 
activation, RRF ships have two managers to support DoD missions. 
DoD is responsible for managing ship operations after the ships 
are activated. However, contractual control is never turned over 
to DoD because DOT contracts with the RRF ship operators even 
though DoD funds the costs. 

To enforce RRF contract provisions, personnel responsible for 
monitoring ship operations need to have the authority to make 
payment deductions for ship operators' poor performance. The 
lack of contract provisions and administrative contracting 
authority to make payment deductions for slow steaming and off
hire time precluded MSC from enforcing payment deductions from 
RRF ship operators for poor performance even though DoD provides 
DOT the funds to pay RRF ship operators. This can impact the 
ability of DoD to accomplish its mission. Until DoD can 
adequately maintain control of the operations of RRF ships, the 
planned expansion and repairs of the RRF at a cost of 
$234 million could prove of limited value to DoD. We, therefore, 
request that the Assistant Secretary of Defense (Production and 
Logistics), reconsider his position and provide additional 
comments to Recommendation B.1.b. 
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TRANS COM' s comments to Recommendation B. 2. were nonresponsive. 
Recommendation B. 2. did not state that ships should operate at 
top speed nor that top speed should be required in ship 
contracts. Provisions should be included in contracts with ship 
operators of the fast sealift and maritime prepositioning ships 
to establish steaming speeds and to allow for payment deductions 
when slow steaming occurs. In our sample calculations for slow 
steaming, we allowed 10 percent of additional sailing time for 
unforeseen difficulties, and also allowed time for documented 
delays, such as bad weather. Even with these allowances, we 
projected that 16 percent of the total slow steaming time during 
Desert Shield was attributable to these fast sealift and maritime 
prepositioning ships. 

We see no reason why ship operators of fast sealift and maritime 
prepositioning ships should not be held accountable and liable 
for their performance. These ship operators should be required 
to meet performance requirements similar to those required of 
ships chartered commercially by DoD. For one of our seven 
U.S. commercially chartered sample ships, MSC deducted about 
$70,900 for slow steaming. It used the same calculation method 
we used but with less generous allowances. We, therefore, 
request that TRANSCOM, reconsider its position and provide 
additional comments to Recommendation B.2. 

The planned actions taken by TRANSCOM, are responsive to 
Recommendation B.3., and no further comments are required. 

29 





C. FINANCIAL CONTROLS 

MSC did not always take deductions from payments to contractors 
when ships were placed in an off-hire status during Desert 
Shield. This occurred because MSC did not have effective 
internal controls to ensure that off-hire deductions, approved 
by MSC contracting officers, were made by personnel responsible 
for certifying and disbursing payments to contractors. As a 
result, MSC overpaid contractors operating Don-controlled ships 
an estimated $392,000. 

DISCUSSION OF DETAILS 

Background 

Most MSC contracts for DoD-controlled ships (FSS, common user and 
PREPO ships) contain standard provisions for off-hire when ships 
are unable to perform their missions. During periods of 
off-hire, MSC is to stop the daily operating charter rate. 

MSC Operations Directorate used ship traffic messages and 
casualty reports to monitor ship movements and performance. 
Commander, Military Sealift Command Instruction 3123.5, "MSC 
Movement Report Instructions," January 10, 1985, sets forth the 
policies and procedures for reporting the movement of ships under 
operational control of MSC. The instruction states that ship 
operators are required to send periodic traffic messages on the 
ship's operational status to MSC. 

Commander, Military Sealift Command Instruction 3121.9, 
"Operations: Casualties and Accidents," May 9, 1988, requires 
ship operators to send prompt casualty reports to MSC on each 
occurrence of equipment malfunction, substantial weather damage, 
or any malfunction that affects the ship's ability to accomplish 
its mission. MSC Operations Directorate uses the ship message 
traffic and casualty reports as sources of information to 
establish whether off-hire action is required. When an off-hire 
action is required, the Operations Directorate prepares a "Red 
Flag Report" recommending that the contracting officer place the 
ship in an off-hire status. 

The terms of the applicable ship contract and overall 
circumstances will determine whether off-hire action is 
warranted. The Federal Acquisition Regulation 1.602 authorizes 
contracting officers to enter into, administer, or terminate 
contracts and make related determinations and findings. The 
Federal Acquisition Regulation also states that contracting 
officers are responsible for ensuring compliance with the terms 
of the contract. Thus, the contracting officer is authorized to 
direct the withholding of payments to ship operators for off-hire 
time in accordance with off-hire contract provisions. If the 
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contracting officer within MSC concurs with the off-hire 
recommendation by the MSC Operations Directorate, the contracting 
officer places the ship off-hire by notifying the ship operator. 

Additionally, in accordance with MSC procedures, the contracting 
officer notifies the Payment Certification and Disbursing 
Directorate to withhold payment. The Payment Certification and 
Disbursing Directorate of MSC has internal procedures which 
require that contract invoices be verified against the contract, 
approved by the contracting officer, and applicable deductions 
made before payment. 

Off-Hire Time 

MSC did not have effective internal control procedures over 
deductions from payments to contractors of DoD controlled ships 
for off-hire time. The contracting officers produced monthly 
off-hire listings and distributed them to MSC Directorates. 
Although the contracting officers placed ships off-hire based on 
the Operations Directorate recommendations, deductions for 
off-hire time were not always made by the Payment Certification 
and Disbursing Directorate. Additionally, contracting officers 
did not take follow-up actions to ensure that deductions for 
off-hire were made on DoD-controlled ships. 

During Desert Shield, MSC recommended that 20 of 80 ships 
included in our sample be placed off-hire for approximately 
260 days at a cost of about $5.1 million. Of the 20 sample ships 
recommended to be placed off-hire, 4 ships were DoD controlled. 
These four DoD-controlled ships were recommended to be placed in 
an off-hire status due to major repairs. A summary of the 
approved off-hire time for these ships follows. 

APPROVED OFF-HIRE TIME FOR SAMPLE DOD CONTROLLED SHIPS 

Ship Name Off-Hire Hours Cost 

American Kestrel Oct. 30 - Oct. 31, 1990 48 $ 31,000 
lLT Bonnyman Aug. 29 - Aug. 31, 1990 38 47,000 
Green Ridge Oct. 29 - Oct. 30, 1990 39 23,000 
lLT Lopez Sept. 19 - Sept. 21, 1990 50 54,000 
lLT Lopez Sept. 29 - Oct. 2, 1990 77 83,000 
lLT Lopez Dec. 22 - Dec. 28, 1990 136 149,000 

Total 388 $387i000 

Off-Hire Deductions 

MSC paid ship contractors for off-hire time that should have been 
deducted. A review of the payment invoices revealed that of the 
$387,000 of approved off-hire deductions, ship operators actually 
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received $196,000 of approved deductions. This represented 
174 hours of the 388 approved off-hire time. 

For example, on September 28, 1990, the Operations Directorate 
recommended that the Bonnyman, be placed off-hire for 38 hours at 
a cost of $47,000. The contracting officer concurred with the 
recommendation and notified the contractor on October 24, 1990. 
Notification was sent to the Payment Certification and Disbursing 
Directorate on October 24, 1990, and November 19, 1990. However, 
the Payment Certification and Disbursing Directorate did not 
deduct the $4 7, 000 from the payments. The contracting officer 
did not approve the invoice for payment. The contracting officer 
closed the file on November 19, 1990, without requesting or 
receiving notification from the Payment Certification and 
Disbursing Directorate that the deduction was made. 

Within our sample of 80 ships we reviewed payments made to the 
operators of the 16 DoD-controlled ships used during Desert 
Shield. MSC overpaid contractors $196,000 for 4 of the 16 sample 
DoD controlled ships reviewed. The overpayments occurred 
primarily because MSC did not have effective internal controls 
over payment deductions. If similar conditions existed on the 
remaining 16 DoD controlled ships used during Desert Shield, that 
were not in our sample, MSC could have paid a total of about 
$392,000 in overpayments to ship operators during Desert Shield. 

RECOMMENDATIONS FOR CORRECTIVE ACTION 

We recommend that the Commander, Military Sealift Command: 

1. Establish controls that require the Payment 
Certification and Disbursing Directorate to ensure that off-hire 
deductions, approved by contracting officers, are taken. 
Additionally, require the contracting officer to validate that 
the off-hire deductions are taken before contract files are 
closed. 

2. Recoup the $196,000 in identified overpayments to 
operators of Government ships controlled by Military Sealift 
Command during Operation Desert Shield. Additionally, review 
other payments to operators of ships used during Operation Desert 
Shield for similar overpayments. 
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MANAGEMENT COMMENTS 


TRANSCOM, concurred with Recommendation C.1., and stated that MSC 
has improved its controls to ensure that off-hire deductions, 
approved by contracting officers, are taken and validated before 
contract files are closed. 

TRANSCOM partially concurred with Recommendation C.2. TRANSCOM 
stated that the estimated $392,000 in overpayments was an 
extrapolation of potential overpayments based on our sample 
results and that MSC could only deduct actual overpayments. 
TRANSCOM stated that MSC has recouped the $196,000 in 
overpayments to operators of Government ships identified during 
the audit. Additionally, MSC initiated a review for other 
potential overpayments for ships used during Desert Shield. 

The Assistant Secretary of the Navy (Research, Development, and 
Acquisition) provided unsolicited responses to Recommen
dations c. 1. and c. 2. The Assistant Secretary's comments were 
very similar to the comments received from TRANSCOM. 

AUDIT RESPONSE 

The actions taken by Military Sealift Command are responsive to 
Recommendation C.1., and no further response is necessary. 

TRANSCOM's comments are considered responsive to Recommen
dation C.2., which we revised to recommend that Military Sealift 
Command recoup the $196,000 in identified overpayments instead of 
the estimated $392,000 in overpayments. We request, however, 
that, during the course of followup by the Assistant Inspector 
General (Analysis and Followup), MSC report the actual 
recoupments achieved for ships that were not in our sample. 
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D. PORT TIME 


MTMC did not develop planning estimates of the total time needed 
to move ships through ports during Desert Shield. This occurred 
because MTMC limited its planning estimates to the amount of time 
needed to load a ship. Other factors, such as pilot time, lay 
time, bunkering, clearance, and administrative time were not 
included. Further, estimates of the time needed to load cargo 
ships were inaccurate in 68 percent of the port stops reviewed. 
Overall, non-ammunition ships spent an average of 39 percent more 
time in port than anticipated, while ammunition ships spent an 
average of 53 percent more time. As a result, the movement of 
cargo to the overseas theater was delayed and the operational 
commander could not accurately plan and coordinate arrival of 
unit cargo. 

DISCUSSION OF DETAILS 

Background 

MTMC Transportation Engineering Agency provides planning 
estimates for transportation factors used for mobilizing, 
deploying, and sustaining U.S. Armed Forces worldwide. One type 
of estimate that the MTMC Transportation Engineering Agency 
provides is load and unload times for different types of ships. 
The estimates are developed based on past experiences, exercises, 
and studies and are included in MTMC Transportation Engineering 
Agency Pamphlet 700-2, "Logistics Handbook for Strategic Mobility 
Planning," August 1989. CENTCOM and TRANSCOM used ship loading 
estimates published in the pamphlet to estimate the time needed 
to move ships through ports. 

Planning for Events Other Than Loading 

MTMC's Transportation Engineering Agency did not develop planning 
estimates that included all factors in a ship's port time. MTMC 
included the time needed to load ships, but excluded other 
factors such as pilot time (time to pilot the ship to and from 
berth), lay time (time at berth in idle status), repairs, 
equipment failures, clearance and administrative time, weather 
delays, and labor delays. Our review of 110 port stops at 
16 ports where cargo was loaded showed that factors, such as 
those noted above, comprised about 39 percent of the average port 
time. We considered port time to be the period from the time the 
pilot boards the ship entering port to the time the pilot leaves 
the ship exiting the port. 

For example, the United States Navy Ship Capella stopped at the 
Port of Houston in September 1990. The ship was in port for 
64 hours. Of the total time in port, crews took 43 (67 percent) 
hours to load cargo. The remaining 21 (33 percent) hours were 
attributable to the following factors: 8 hours for weather 
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delays, about 7. 5 hours to pilot the ship to and from berth, 
4 hours for clearance and administrative functions, 1 hour for 
labor delays, and about . 5 hours for repairs. When viewed 
individually, these events may not appear significant; however, 
when viewed collectively, they represent a significant amount of 
port time. 

Inaccurate ship loading estimates and the lack of separate port 
time estimates for ammunition further limited the operational 
commanders ability to plan and coordinate arrival of cargo in 
theater. Events varied by port, but the overall average for 
events other than loading, represents approximately a day and a 
half of additional time in port. This additional time delayed 
the arrival of cargo in Saudi Arabia. See Appendix E for a 
summary of our analysis of port time. The analysis breaks down 
the average port time into loading time and time in port for 
factors other than loading. 

Accuracy of Ship Loading Estimates 

Planned loading times did not accurately reflect the actual 
loading times for all types of ships used in Desert Shield. 
Although the overall planned and actual loading times were about 
equal, differences between planned and actual loading times 
varied widely by ship type. Estimates of port time needed to 
load ships were inaccurate in 68 percent of the loading stops 
reviewed. We considered loading times to be inaccurate only when 
the actual loading time of a ship was 25 percent or more greater 
than or less than the planned loading times per MTMC 
Transportation Engineering Agency Pamphlet 700-2. 

As part of our review of 80 ships, we compared the planned to the 
actual average loading time for nine types of ships that made 
110 stops at 16 ports. Planned loading time ranged from 
25 percent to 279 percent of the actual average loading time. 
For example, the 24 hour planned loading time for RORO ships 
accounted for only 58 percent of the actual average loading time. 
Conversely, the 96 hours planned for the loading of breakbulk 
ships was 21 percent greater than the average 79 hours actually 
needed. Of the 110 loading stops, 73 percent involved either 
breakbulk or RORO ships. Estimates of the time required to load 
other types of ships were also inaccurate. Because loading time 
accounts for the majority of the time that ships are in port, 
accurate loading times are essential for accurate port time 
planning estimates. See Appendix F for a summary of our analysis 
of loading time. This analysis compares the planned loading time 
to the actual average loading time for each type of ship in our 
sample. 

Ammunition Port Time 

Port time to process ammunition ships at the Military Ocean 
Terminal, Sunny Point, North Carolina, took even longer than the 
port time of dry cargo ships because of the unique 
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characteristics of ammunition and the limitation of port 
facilities. MTMC did not develop specialized planning estimates 
for the loading of ammunitions. Accurate estimates of loading 
time and other events that affect the time a ship is in port to 
load ammunition is important to effectively plan and coordinate 
the arrival of cargo in theater. 

Loading. sunny Point was responsible for loading 
approximately 65 percent of all ammunition moved from the 
Continental United States to Southwest Asia during Desert Shield. 
We reviewed seven port stops at Sunny Point and found that the 
average planned loading estimates covered only 75 percent of the 
average actual loading time. In addition, loading time comprised 
only 47 percent of the total port time. The remaining 53 percent 
represented events other than loading, such as inaccessibility of 
port facilities, weather, bunkering (obtaining fuel), ship 
maintenance, and command delays. For example, the lighter aboard 
ship, Green Island, arrived at Sunny Point on November 1, 1990. 
The ship remained in port for 865 hours. Of the total time in 
port, crews took 343 hours (40 percent) to load ammunition. The 
remaining 522 hours ( 60 percent) was attributable to the 
following: 364 hours awaiting cargo and 158 hours due to 
inadequate port facilities. 

Port facilities. Facilities for loading ammunition ships 
were inadequate because the channel to Sunny Point was not deep 
enough to accommodate a fully loaded lighter aboard ship. The 
channel to Sunny Point was only 34 feet, which was not sufficient 
to handle lighter aboard ships that require at least 36 feet when 
fully loaded. This made it necessary to partially load these 
ships at berth then move them to the sea buoy to complete 
loading. Loading at the sea buoy resulted in additional port 
time because loading operations were slower and more susceptible 
to weather delays. Additional time was also required to load 
cargo onto another ship at berth, transport the cargo to the sea 
buoy, and off-load the cargo to the waiting ship. 

Although the loading of ammunition requires consideration of 
numerous factors such as safety, security, and storage 
limitations, MTMC's planned estimates were the same as those for 
dry cargo. Further, the loading of noncontainerized cargo onto 
ships that cannot be completely loaded at berth further 
complicates loading operations. Because loading time accounts 
for a major portion of the overall port times, accurate planning 
estimates for ammunition that take into consideration the unique 
loading factors peculiar to ammunition and the type of ship are 
essential for accurate port time planning estimates. MTMC must 
also include the events that affect the loading of ammunition 
while in port such as port facilities. See Appendix G for a 
summary of our analysis of port time at Sunny Point and 
Appendix H for an analysis of loading time at Sunny Point. 
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RECOMMENDATIONS FOR CORRECTIVE ACTIONS 


We recommend that the Commander, Military Traffic Management 
Command: 

1. Develop and include in the Military Traffic Management 
Command Transportation Engineering Agency Pamphlet 700-2, an 
overall planning estimate of the amount of time needed to move 
dry cargo ships through ports. This overall estimate of port 
time should include: 

a. An estimate, by type of ship, of the time needed to 
load cargo adjusted to reflect experience gained during Operation 
Desert Shield and 

b. A composite factor reflecting the average time 
consumed by events in port other than loading. 

2. Develop and include in the Military Traffic Management 
Command Transportation Engineering Agency Pamphlet 700-2, a 
separate planning estimate of the amount of time needed to move 
ammunition ships through ports. This overall estimate of port 
time should include: 

a. An estimate, by type of ship, of the time needed to 
load cargo adjusted to reflect experience gained during Operation 
Desert Shield and 

b. A composite factor reflecting the average time 
consumed by events in port other than loading. 

MANAGEMENT COMMENT 

TRANSCOM concurred with Recommendations D.1.a., D.1.b., D.2.a., 
and D. 2 .b. The publication will be revised and distributed by 
September 30, 1992. 

AUDIT RESPONSE TO MANAGEMENT COMMENTS 

We consider TRANSCOM's comments and proposed action on 
Recommendations D.1.a., D.1.b., D.2.a., and D.2.b. responsive. 
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E. IN TRANSIT ACCOUNTABILITY 


cargo off-loaded from ships at the major SPOD was not effectively 
reconciled with cargo manifests prepared when ships were loaded 
at the SPOE. Discrepancies shown on the cargo outturn 
reconciliation messages were not resolved and reported to the 
applicable SPOE. This occurred because MTMC did not have 
managerial authority for overall port operations at both the 
SPOEs and the SPODs; therefore, cargo manifests from the SPOEs 
were not always available at the SPOD before the ship was 
off-loaded and cargo accountability at the SPOD was given less 
emphasis. Further, the Logistics Application of Automated 
Marking and Reading Symbology (LOGMARS) computer hardware was not 
reliable and did not have sufficient memory capacity to handle 
the volume of cargo that was off-loaded. Therefore, accurate 
cargo reconciliations at the SPOD were not performed. As a 
result, overall accountability was lost and DoD was not assured 
that all the cargo shipped to Southwest Asia was off-loaded at 
the SPOD. 

DISCUSSION OF DETAILS 

Background 

Intransit accountability of cargo moved by ship requires that a 
manifest of cargo loaded at the SPOE be prepared and forwarded to 
the SPOD. The SPOD should reconcile the cargo off-loaded to the 
manifest from the SPOE to determine if there are any 
discrepancies. During Desert Shield, MTMC and the U.S. Army 
7th Transportation Group personnel used LOGMARS computer hardware 
and software to monitor the flow of cargo as it was loaded at the 
SPOE and off-loaded at the SPOD. Before loading cargo at the 
SPOE, cargo data were input into the LOGMARS data base. Bar 
coded labels were printed and affixed to the cargo. Portable bar 
code readers were used to scan the labels and inventory the cargo 
as the cargo was loaded onto the ship. Likewise, portable bar 
code readers were used to inventory cargo as the cargo was 
off-loaded at the SPOD. The data were then down-loaded into a 
LOGMARS data base and matched to the manifest data from the SPOE 
to produce a Cargo Outturn Reconciliation Message (CORM}, which 
showed discrepancies between cargo loaded at the SPOE and cargo 
off-loaded at the SPOD. Discrepancies should be resolved by SPOD 
personnel or reported back to the SPOE for further action. 

MTMC Regulation 56-69, "Terminal Operations," August 15, 1989, 
assigns MTMC the responsibility to maintain visibility and 
control over the shipment of DoD cargo. During Desert Shield, 
MTMC generally had operating authority over the SPOEs, while the 
U.S. Army 7th Transportation Group, Fort Eustis, Virginia, had 
operating authority over the major SPOD in Southwest Asia. 
Therefore, close coordination between MTMC and the 
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7th Transportation Group was needed to maintain accountability 
over the cargo. 

We visited 10 SPOEs and 2 SPODs and reviewed the accountability 
controls over cargo shipped to Southwest Asia. Our review 
covered the period from cargo loading at the SPOE to cargo off
loading at the SPOD. 

cargo Reconciliations 

Through discussions with management personnel, we found that 
complete and accurate cargo reconciliations generally were 
not performed and CORMs were not forwarded to the SPOE as 
required. Of the 65 sample ships off-loaded at Ad Dammam, Saudi 
Arabia, we located 11 CORMs. CORMs for the other sample vessels 
were either not prepared or not readily available during our 
review. All 11 CORMs indicated significant discrepancies; 
however, there was no indication that the discrepancies were 
resolved or reported to the applicable SPOE. For example, the 
Altair (Voyage No. 8055) was off-loaded at Ad Dammam and the CORM 
showed that 1, 015 pieces of cargo had been manifested at the 
SPOE, but only 940 pieces were off loaded. The CORM also showed 
that 93 pieces of the 1,015 pieces manifested were not 
off-loaded, and that 18 pieces were off-loaded but not 
manifested, which amounts to a net shortage of 75 pieces. See 
Appendix I for a summary of discrepancies shown on the 11 CORMS 
that were available for our review. Discrepancies involved 
general cargo, vehicles, and ammunition. We could not determine 
whether the discrepancies on the CORMS were actual cargo losses 
or the result of an inventorying error. However, there were no 
records in the SPOD files that indicated whether these 
discrepancies were resolved or reported to the applicable SPOE 
for further action. Reconciliations were not performed because 
manifests from the SPOE were not always received before the ship 
was off-loaded; or the LOGMARs equipment was not sufficient to 
handle the volume of cargo being off-loaded at the SPOD. 

Carqo manifests. According to SPOD personnel, manifests 
from the SPOEs were not always received before the ship was 
off-loaded. SPOD personnel stated that approximately 25 percent 
of the manifests were not received before ship arrivals because 
they had been either misdirected or not promptly forwarded 
through channels within the Southwest Asia theater. As a result, 
prompt inventory reconciliations could not be made; and overall 
accountability over the cargo arriving at the SPODs was lost. 
However, MTMC maintains that cargo manifests were provided to the 
SPODs in a timely manner, but cargo reconciliations and 
accountability was not emphasized. MTMC did not have the 
operational authority to direct the U.S. Army 7th Transportation 
Group to perform the needed reconciliations. As a result, 
accountability over DoD cargo was less than satisfactory during 
Desert Shield. 
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LOGMARS equipment. Reconciling cargo was hampered further 
because of unreliable and insufficient LOGMARS equipment. 
Portable bar code readers frequently malfunctioned because of the 
extreme heat, and the bright sunlight often made the screens 
difficult to read. In addition, the memory capacity of the 
portable bar code readers could store only approximately 
5,000 records, which required frequent down loading in the 
LOGMARS. Down loading this data was very time consuming and 
since cargo off-loading had to continue, all equipment off-loaded 
was not always recorded, which created discrepancies on the 
CORMs. Therefore, SPOD personnel had to rely on the field units 
to account for their own cargo. However, no unit reconciliations 
were reported to the SPOD or applicable SPOE. As a result, MTMC 
was not sure that all cargo loaded at the SPOEs was off-loaded at 
the SPOD. 

RECOMMENDATIONS FOR CORRECTIVE ACTION 

1. We recommend that the Commander in Chief, U.S. Transportation 
Command, develop an agreement with the Commander in Chief, U.S. 
Central Command providing the Military Traffic Management Command 
the authority to establish controls that would ensure intransit 
accountability over DoD cargo during a deployment. This 
agreement should include controls to ensure that: 

a. Cargo manifests from the seaport of embarkation arrive 
at the seaport of debarkation prompt enough to perform a 
reconciliation of cargo off-loaded. 

b. The seaport of debarkation personnel reconcile cargo 
off-loaded with the manifests from the seaport of embarkation and 
send reconciliation messages containing unresolved discrepancies 
to the applicable seaport of embarkation to identify shortages 
and to take further follow-up action. 

2. We recommend that the Commander in Chief, U.S. Transportation 
Command, upgrade the hardware capabilities of the Logistics 
Application of Automated Marking and Reading Symbology computer 
hardware to accommodate a similar volume of cargo as that moved 
in Operation Desert Shield at both the seaport of embarkation and 
the seaport of debarkation. 
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MANAGEMENT COMMENTS 


TRANSCOM concurred with Recommendations E.1.a. and E.1.b. and 
stated that proposed language addressing MTMC's responsibility 
for terminal operations within the CENTCOM area of responsibility 
is being staffed and will be incorporated into a command 
arrangements agreement between TRANSCOM and CENTCOM. The 
anticipated completion date of this agreement is October 1, 1992. 
This agreement should eliminate similar command and control 
problems that were experienced during Desert Shield and Desert 
Storm and ensure that a single organization has the 
responsibility or authority for port operations and in transit 
accountability of DoD cargo during deployment. However, TRANSCOM 
stated that this corrective action would not eliminate the 
operational problems, such as inadequate communications support 
and hardware deficiencies that contributed to the delays in 
receiving the cargo manifest data at the seaport of debarkation. 

TRANSCOM partially concurred with Recommendation E.2. TRANSCOM 
supports the intent of the recommendation to have adequate 
hardware capabilities to support the LOGMARS regardless of 
environment, but does not agree that TRANSCOM should provide the 
upgraded hardware. TRANSCOM stated that it is the Services' 
responsibility to train and equip their organizations for 
operations such as Desert Shield. TRANSCOM also stated that the 
Worldwide Port System, under development by MTMC and planned for 
fielding in 1993, will replace existing hardware and software 
used for cargo documentation and provide transportation data to 
the GTN in support of cargo in transit visibility. The fielding 
of the new system will eliminate the data volume problems 
experienced during Desert Shield and Desert Storm. 

AUDIT RESPONSE 

We consider TRANSCOM' s comments and proposed action on 
Recommendations E. 1. a. and E. 1. b. responsive. Our 
recommendations address the broad command and control problems 
caused by MTMC not having the terminal operations authority at 
the seaport of debarkation. We believe that after the agreement 
between TRANSCOM and CENTCOM clarifying MTMC's role; 
responsibilities; and operational authority is completed, MTMC 
will be able to resolve more effectively the operational 
problems, such as inadequate communications support and hardware 
deficiencies. No further management comments are required 
regarding these recommendations. 
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We consider TRANSCOM' s comments on Recommendation E. 2. to be 
responsive. We agree with the Deputy Commander that the 
Services' are responsible to equip their units. TRANSCOM, 
however, should be cognizant of the service units' capabilities 
to handle and account for cargo moved by ship during a 
deployment. 

TRANSCOM stated that it is the lead agency in developing a GTN, 
which will correct the problems of inadequate in transit 
visibility of cargo. We believe the implementation of the 
Worldwide Port system and the integration of the Worldwide Port 
System with the GTN will satisfy the intent of Recommen
dation E.2. No further comments are required. 
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APPENDIX A. SOURCES OF SEALIFT 

To satisfy Desert Shield sealift requirements, MSC could select 
from four general sources of sealift. Procedures for their 
selection vary. A brief description of each of the four sources 
and the procedures for obtaining these ships follows. 

DoD controlled ships. There are three components of DoD 
controlled ships: FSS, common user ships, and PREPO ships. With 
the exception of PREPO, MSC has relatively ready access to DoD 
controlled ships. 

FSS. Purchased by the Navy as used ships in the early 
1980's, the eight FSS were converted to RORO configurations for 
rapid load, unload, and transport of Army combat equipment. The 
Navy is responsible for maintaining these ships in a reduced 
operating status, which allows them to be activated within 
96 hours or less. On MSC's own initiative, it can activate these 
ships to respond to national emergencies. 

Common user. This source consists of 11 dry cargo 
ships that were under charter to MSC at the start of Desert 
Shield for the purposes of meeting daily peacetime sealift 
requirements. At MSC discretion, it may divert these ships from 
daily peacetime missions to others of higher priority. 

PREPO force. Consists of 25 ships which are fully 
crewed and based at various ports throughout the world. Although 
these ships are under charter to MSC, military theater commanders 
retain combatant command. There are two PREPO components that 
are fully loaded during peacetime and are not released to 
TRANSCOM combatant command until after being deployed and 
off-loaded. 

Maritime preposition ships. This source consists 
of 13 ships in three squadrons that carry the equipment and 
supplies for 30 days of operation for three Marine Expeditionary 
Brigades. 

Afloat prepositioned ships. This source consists 
of 12 ships, of which 8 are dry cargo ships and 4 are tankers. 
Unlike the maritime prepositioning ships, these ships are 
primarily loaded with supplies rather than equipment. 
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APPENDIX A. SOURCES OF SEALIFT (cont'd.) 

Commercial U.S. Flaq. This source consists of about 
140 ships that were not already under contract with MSC at the 
start of Desert Shield. MSC can immediately attempt to charter 
these ships, after requirements are identified. There are 
85 container ships within this source. Container ships are 
plentiful because of their usefulness in U.S. commercial markets. 
However, they are not readily useful for transporting surge 
cargo. They may also be unavailable because of commercial 
contracts. 

Among the U.S. flag ships are 87 dry cargo ships in the Sealift 
Readiness Program. Ship operators who receive operating or 
construction subsidies must participate in the program. The 
ships are to be available to MSC for involuntary charter when 
ocean shipping is not available at fair and reasonable charges 
to meet increased National Defense requirements; ships made 
available voluntarily through normal chartering procedures are 
not suitable for military sealift requirements; and ships from 
the National Defense Reserve Fleet cannot be made available in 
sufficient numbers to meet requirements. For DoD to use the 
ships in the program, the Secretaries of Defense and 
Transportation have to both agree on the need to activate the 
ships. The program was not used during Desert Shield. 

DOT Controlled Shins. To satisfy DoD sealift requirements 
in a national emergency, DOT's maritime administration owns and 
maintains a fleet of ships called the National Defense Reserve 
Fleet. The National Defense Reserve Fleet has a component called 
the RRF. In peacetime conditions, both groups of ships are in an 
inactive status. Generally, these ships are not intended to be 
activated to compete with, substitute for, or displace commercial 
U.S. flag ships. 

National Defense Reserve Fleet. Established in 1946, 
the National Defense Reserve Fleet's original purpose was to 
control the sale of excess Government ships. Plans call for the 
National Defense Reserve Fleet ships to activate within 
individually assigned time frames of 30 to 120 days. DOT owns 
and maintains the National Defense Reserve Fleet. 

To obtain National Defense Reserve Fleet ships, a Presidential 
Declaration of National Emergency must exist. MSC advises DOT of 
the specific shipping requirements and the Maritime 
Administration activates the appropriate National Defense Reserve 
Fleet ships. 
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APPENDIX A. SOURCES OF SEALIFT (cont'd.) 

The GAO has reported that although U.S. sealift capabilities were 
strained during Desert Shield, the National Defense Reserve Fleet 
is no longer needed, because of the availability and capability 
of the other, quicker-response sealift assets, including ships in 
the RRF. See Appendix B for further information regarding this 
GAO report. 

RRF. Established in 1976 to respond quickly to surge 
requirements, at the time of Desert Shield, the RRF was composed 
of 83 dry-cargo ships, 11 tankers, and 2 passenger ships. The 
Maritime Administration is responsible for maintaining these 
inactive commercial ships in 5-, 10-, or 20-day states of 
readiness to support deployment of military forces. Funds are 
appropriated to DOT under DoD fund category Code 054, other 
Defense Related Activities, for the cost of procurement, upgrade, 
maintenance, and test activations of the RRF. 

To obtain RRF ships, sealift requirements must exceed the 
capabilities that MSC can obtain from DoD controlled sources and 
voluntary contracted sources (that is, commercial U.S. flag). At 
the time of Desert Shield, MSC had to request access to the RRF 
through the Chief of Naval Operations and the Secretary of the 
Navy. After approval, MSC coordinates with DOT to order specific 
RRF ships. 

Commercial Foreign Flag. In general, before chartering 
foreign flag ships, commercial U.S. flag ships should be allowed 
to provide sealift services. In the event that commercial U.S. 
flag is not available, foreign flag shipping may be obtained. 
However, it is uncertain to what extent that they will be 
available to the United States in an emergency. 
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APPENDIX B. PRIOR AUDIT AND REVIEW COVERAGE 


Joint Department of Defense/Department of Transportation Ready 
Reserve Force Working Group Report, "The Ready Reserve Force: 
Enhancing a National Asset," October 1991, drew upon lessons 
learned from the activation of 78 of 96 RRF ships (dry cargo and 
tanker ships) in support of Operations Desert Shield and Desert 
Storm. The report recognized the significant contribution of the 
RRF during Operations Desert Shield and Desert Storm, but 
reported that a multitude of problems weakened the ability of RRF 
to be activated within planned time frames. Problems reported 
were with shortcomings related to RRF ship readiness, 
maintenance, operation, and lay-up, and by some issues involving 
shipyards and ship repair. In addition, there were difficulties 
in manning the RRF ships with qualified licensed and unlicensed 
personnel. The working group concluded that the RRF can be made 
fully responsive if the DoD and DOT jointly implement various 
changes in RRF management, shipyard and ship repair, and manning. 
The report presented 15 recommendations related to improving the 
ability of RRF to be activated within planned time frames. 

DoD, Deputy Inspector General Report, "Review of Unified and 
Specified Command Headquarters," February 1988, reported that the 
layering of functions in various headquarters is, to a large 
extent, due to the notion that Unified Commanders must have 
separate and distinct Service component commands. The 
application of a different organizational concept to the 
three nongeographical commands (U.S. Space Command, U.S. 
Transportation Command, and U.S. Special Operations Command), to 
the U.S. Navy in Europe and Japan, and to the U.S. Army in Hawaii 
will save 2,134 staff years and help the Secretary of Defense; 
the Chairman, Joint Chiefs of Staff; and others to better 
pinpoint responsibility for both successes and failures. The 
report recommended that the staffing reductions be made at the 
component level to give more authority, control, and clear 
responsibility to the Unified Commander. 

DoD Inspector General Inspections Report No. 92-INS-07, 
"Inspection of the United States Transportation Command," 
January 24, 1992, reported on the economy, efficiency, and 
effectiveness of TRANSCOM operations and mission execution. The 
report had 29 recommendations related to correcting the following 
five issue areas: limitations on the authority of the Commander 
in Chief of TRANSCOM that hinder the ability to manage the DoD 
strategic transportation system; TRANSCOM does not have an 
effective process for identifying, advocating, and satisfying 
strategic mobility requirements; personnel structure of TRANSCOM 
headquarter does not effectively contribute to a joint focus on 
strategic transportation advocacy; command and control automated 
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APPENDIX B. PRIOR AUDIT AND REVIEW COVERAGE (cont'd.) 

systems used by the DoD do not efficiently support timely and 
reliable planning and execution of wartime transportation 
requirements; and problems with management of the DoD 
transportation industrial funds support the need for greater 
TRANSCOM oversight of these funds. Recommendations were made to 
the Secretary of Defense, three Offices of the Secretary of 
Defense, the Chairman of the Joint Chiefs of Staff, the Joint 
Staff, the Secretary of the Air Force, the Military Departments, 
and the Commander in Chief of TRANSCOM. 

DoD Inspector General - Audit Report No. 92-068, "Civil Reserve 
Air Fleet," April 3, 1992, reported that although the Civil 
Reserve Air Fleet program proved successful during Operations 
Desert Shield and Desert Storm, the audit showed that 
opportunities exist to enhance the program's effectiveness. The 
report recommended that the Commander in Chief, Military Airlift 
Command establish procedures to provide support for airlift in 
emergencies less than full mobilization and to maximize aircraft 
utilization in satisfying high priority airlift requirements. In 
addition, Civil Reserve Air Fleet Enhancement Program Funds 
should be eliminated until the Joint Staff approves requirements. 

GAO Report No. NSIAD-91-36BR, (OSD Case No. 8440) I "Defense 
Reorganization, DoD's Efforts to Streamline the Transportation 
Command," October 1990, reported that the Transportation Command 
does not function as a fully operating unified command and should 
be given comparable responsibility for peacetime operations as it 
has in wartime. No recommendations were made. 

GAO Report No. NSIAD-91-198, (OSD Case No. 8719), "Navy 
Contracting, Military Sealift Command Contracts for Operation 
Desert Shield," May 1991, reported that despite being under 
severe time constraints, MSC generally followed established 
contracting practices to obtain shipping to support Desert 
Shield. In addition, the GAO concluded that the prices MSC 
negotiated were fair and reasonable under the circumstances. No 
recommendations were made. 

GAO Report No. NSIAD-91-283, (OSD Case No. 8818) I "U.S. 
Transportation Command's Support to Operation Desert Shield," 
August 1991, reported that in terms of sheer number of personnel 
deployed, tons of cargo shipped, and the overall utilization and 
reliability of aircraft and ships, airlift and sealift can be 
rated a success. However, TRANSCOM's support of the deployment 
needs of the Central Command was not accomplished as rapidly, 
efficiently, and effectively as intended. TRANSCOM was hampered 
by a lack of an operational plan for a Desert Shield-type 
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APPENDIX B. PRIOR AUDIT AND REVIEW COVERAGE (cont'd.) 

contingency; agreed-upon operating procedures and lines of 
responsibility for a wartime situation among the command, its 
components, and the Services; and a fully implemented central 
deployment data base (that is, JOPES) with accurate and complete 
transportation information. No recommendations were included in 
this report. 

GAO Report No. NSIAD-92-03, (OSD Case No. 87 44A) , "Strategic 
Sealift, Part of the National Defense Reserve Fleet is No Longer 
Needed," October 7, 1991, reported that although U.S. sealift 
capabilities were strained during Desert Shield, the non-RRF 
ships of the National Defense Reserve Fleet were not used. GAO 
concluded that these non-RRF ships were no longer needed, given 
the availability and capability of other, quicker-response 
sealift assets (including ships in RRF). The report recommended 
that the Maritime Administration establish managerial practices 
that ensure that recommendations from studies and reports related 
to non-RRF ships receive prompt attention; that ships are 
preserved and maintained and that spare parts are complete; that 
the Maritime Administration establish a formal plan for crewing 
that would include non-RRF crew requirements and periodically 
test the availability of crews; that the Maritime Administration 
maintain non-RRF ship condition information to be used as a basis 
for identifying specific ships for upgrade to the RRF or for 
scrapping; and that the Maritime Administration ensure that 
policies and procedures are established and followed to control 
the removal of needed equipment and parts before disposal of 
ships. The Maritime Administration concurred with all the 
recommendations stating that it had already been following the 
intent of some of the recommendations. 

Department of Transportation, Inspector General Report 
No. AV-MA-1-012, "Report on the Audit of Maintenance of the Ready 
Reserve Force, Maritime Administration," February 4, 1991, 
reported that some maintenance practices used in the Atlantic 
Region were not as effective and economical as those in the 
Central and Western Regions. It concluded that the inconsistent 
maintenance practices resulted in the annual expenditure of 
$300,000 that could have been used for enhancing the readiness of 
the RRF to meet short activation time frames. The report 
recommended that the Maritime Administration establish uniform 
time frames and methods to complete inspections and minor 
repairs, using those in the Central and Western Regions as a 
guide. The Maritime Administration should additionally, 
establish uniform methods for the fleet to record deficiencies, 
faster the use of a computer system to document maintenance 
procedures, deficiencies, repairs completed, etc., and require 
fleet crews to complete minor repairs. 
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APPENDIX B. PRIOR AUDIT AND REVIEW COVERAGE (Cont'd.) 

Department of Transportation, Inspector General Report 
No. AV-MA-1-034, "Audit of Activation of the Ready Reserve Force, 
Maritime Administration," September 5, 1991, concluded that 
78 percent of the 46 RRF ships activated between August 10 and 
September 21, 1990, could not be activated within the prescribed 
readiness periods to be available to load cargo in support of 
Desert Shield. Crewing and mechanical problems were reported to 
cause the delays in activation. The report recommended that the 
Department of Transportation's Maritime Administration retain 
crews on selected RRF ships, finalize a reserve crewing study, 
develop a comprehensive plan to activate the RRF ships, request 
appropriate funding for activations, test newly acquired RRF 
ships, test mechanical corrections or installations before 
returning the ships to the fleet, and correct deficiencies 
promptly. 
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APPENDIX 
 C. VOYAGES MADE BY SAMPLE SHIPS 

Ship 
Number Ship Name Ship Type 

Time 

Available 


Desert 
Shield 

Voyages 

Government Controlled 

Fast Sealift Ships: 

1 Altair RORO 
 164 days 5 
2 Bellatrix RORO 
 168 days 4 
3 Capella RORO 
 161 days 4 
4 Pollux RORO 
 167 days 5 

Common User: 

5 Green Ridge Breakbulk 139 days 2 
6 Santa Adela Breakbulk 167 days 2 
7 Santa Juana Breakbulk 158 days 6 

Preposition Force: 

Maritime Prepositioning Ships: 

8 Baugh, PFC Wm. B. RORO 
 96 days 2 
9 Bonnyman, lL. Alex RORO 
 84 days 2 
10 Fisher, Pvt. Harry RORO 
 166 days 3 
11 Kocak, Sgt. Mate J. RORO 
 30 days 1 
12 Lopez, lL. Baldomero RORO 
 172 days 3 
13 Pless, Maj. Stephen w. RORO 
 77 days 2 

Afloat Prepositioned Ships: 

14 American Kestrel Barge 
 191 days 3 
15 Austral Rainbow Barge 
 191 days 2 
16 Green Island Barge 
 164 days 2 

17 California Breakbulk 39 days 0 
18 Cape Archway Breakbulk 67 days 1 
19 Cape Blanco Breakbulk 44 days 1 
20 Cape Borda Breakbulk 151 days 3 
21 Cape Bover Breakbulk 43 days 1 
22 Cape Canso Breakbulk 32 days 1 
23 Cape Carthage Breakbulk 34 days 1 
24 Cape Charles Breakbulk 34 days 1 
25 Cape Clear Breakbulk 145 days 2 

Ready Reserve Force: 
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APPENDIX C. VOYAGES MADE BY SAMPLE SHIPS (cont'd.) 

Ship 
Number Ship Name Ship Type 

Time 
Available 

Desert 
Shield 

Voyages 

26 Cape Diamond RORO 37 days 1 

27 Cape Domingo RORO 173 days 3 

28 Cape Ducato RORO 168 days 3 

29 Cape Flattery Barge 148 days 2 

30 Cape Florida Barge 95 days 1 

31 Cape Isabel RORO 150 days 3 

32 Cape Johnson Breakbulk 135 days 2 

33 Cape Juby Breakbulk 167 days 2 

34 Cape Lobos RORO 168 days 2 

35 Cape May Barge 146 days 1 

36 Cape Nome Breakbulk 138 days 2 

37 Del Monte Breakbulk 40 days 0 

38 Gulf Banker Breakbulk 157 days 1 

39 Gulf Trader Breakbulk 143 days 2 

40 Meteor RORO 142 days 2 

41 Northern Light Breakbulk 38 days 0 

42 Santa Ana Breakbulk 12 days 0 

43 Washington Breakbulk 138 days 1 


Commercial 

U.S. Commercial: 

44 American Condor RORO 128 days 3 

45 Ashley Lykes Breakbulk 116 days 3 

46 Green Lake Breakbulk 102 days 2 

47 John Lykes Breakbulk 51 days 1 

48 Leslie Lykes Breakbulk 34 days 1 

49 Mallory Lykes Breakbulk 29 days 1 

50 Strong Texan RORO 153 days 2 


Foreign Flag: 

Donated 

51 Hanjin Jedda Breakbulk 64 days 1 

52 Hirado Maru Breakbulk 114 days 2 

53 Kubbar Breakbulk 139 days 2 
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APPENDIX C. VOYAGES MADE BY SAMPLE SHIPS 
 (cont'd.) 

Ship 
Number Ship Name Ship Type 

Time 
Available 

Desert 
Shield 

Voyages 

57 


Chartered 

54 American Shanti Breakbulk 40 
days 1 

55 Apman II Breakbulk 22 
days 1 

56 Arastov Breakbulk 22 
days 1 

57 Arcade Falcon RORO 57 
days 1 

58 Bright Skies Breakbulk 49 
days 1 

59 Cape Syros Breakbulk 27 
days 1 

60 Cosman I Breakbulk 32 
days 1 

61 Fleming Sif Breakbulk 33 
days 1 

62 Gallant II Breakbulk 105 days 2 

63 Jolly Smeraldo RORO 163 
days 3 

64 Kaptan Burnhanattin RORO 28 
days 1 

65 Kavo Peiratis Breakbulk 40 
days 1 

66 Mangalia Breakbulk 44 
days 1 

67 McCoral Breakbulk 124 
days 2 

68 McJade Breakbulk 44 
days 1 

69 Merchant Premier Breakbulk 34 
days 1 

70 Mistra Breakbulk 24 
days 1 

71 Naxos Breakbulk 27 
days 1 

72 Neptune Sardonyx Breakbulk 40 days 1 

73 Pace Breakbulk 26 
days 1 

74 Prince Shaul Breakbulk 38 
days 1 

75 Slagen Breakbulk 45 
days 1 

76 Stena Trader RORO 26 
days 1 

77 Trident Endeavor Breakbulk 36 
days 1 

78 Vrahos Breakbulk 48 
days 1 

79 Wladyslawowo Breakbulk 33 
days 1 

80 Zeron RORO 47 
days 1 






APPENDIX D. SAMPLING PROCEDURES AND AUDIT RESULTS 

We identified a universe of 253 dry cargo ships that participated 
in Operation Desert Shield from August 2, 1990, through 
January 15, 1991. Our objective was to select a sample of dry 
cargo ships used with adequate coverage for the entire universe. 
The sample was stratified into six categories showing the number 
and type of ship as follows: 

Ship Type 
Number 

of Ships 
Sample 
Size 

Stratum 1 Fast Sealift 8 4 
Stratum 2 Common User 8 3 
Stratum 3 Ready Reserve Force 55 27 
Stratum 4 U.S. Commercial 24 7 
Stratum 5 Foreign Flag 137 30 
Stratum 6 Preposition -21. ~ 

Total 253 80 

Within each stratum, we randomly selected a sample. The 
resulting 80 ships had a cost of $117.2 million for 
7,511 operational days. The confidence level was 90 percent with 
a margin for error of + 10 percent of the projected amount. The 
operating results of the review of the 80 sample ships and 
projected results follow. 
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APPENDIX D. SAKPLHIG PROCEDURES ARD AUDIT RESULT~ (cont'd.) 

USAGE OF SAMPLE SHIPS' CAPABILITY DURING OPERATION DESERT SHIELD 

ShiE Class 
Available 

0Eerational CaEacitI 
~ Cost 

(000) 

Unused CaEaci tx 
Percent ~ Cost 

(000) 

Reasons for Unused CaEacitx 
Slow Steamins 
Daxs Cost 

(000) 

Idle Time 
Daxs Cost

(000) 
Government 
Controlled 

Fast Sealift 668 $ 6,537 72 11 $ 700 61 $ 595 11 $ 105 
Conman User 475 4,820 19 4 154 17 154 2 0 
Preposition: 

Maritime 801 19,656 65 8 1,276 48 1,155 17 121 
Afloat 536 10,222 50 9 869 9 165 41 704 

Ready Reserve 
Force 2, 774 46 2354 795 29 15 2920 231 4 2628 564 11,292 * 

0\ 
0 Total Government 5 2254 $87 2589 12001 $18 2919 366 $6 2697 635 $12,222 

Commercial 

U.S. 	 662 13,804 33 5 933 0 0 33 933 
Foreign 	Flag: 

Donated 318 0 42 13 0 41 0 1 0 
Chartered 12317 15 z 778 137 10 2 2017 108 12910 29 107 

Total Commercial 2,257 $29 2582 212 	 $2 2950 149 $1,910 63 $1 2040 

Grand Total 7 ,511 $117,171 1,213 $21,869 515 $8,607 698 $13,262-

* DoD and DOT are in dispute over $4,428,000 in off-hire costs for the RRF sample ships. 



APPENDIX D. SAMPLIBG PROCEDURES .ABD AUDIT RESULTS (cont'd.) 

PROJECTED USAGE OF SHIPS' "CAPABILITY DURING OPERATION DESERT SHIELD 

ShiE Class 
Available 

OEerational Caeacity 
!!!IL Cost 

(000) 

Unused Caeacity 
!!!IL 	Percent Cost 

(000) 

Reasons for Unused CaEacity 
Slow Steaming 
Days Cost 

(000) 

Idle Time 
~ Cost

(000) 
Government 
Controlled 

Fast Sealift 1,326 $ 13,010 143 11 1,393 121 1,184 22 $ 209 
Common User 1,264 12,696 51 4 406 46 406 5 0 
Prepo: 

Maritime 1,755 47,326 142 8 3,072 105 2,781 37 291 

Afloat 1,475 30, 149 138 9 2,563 25 487 113 2,076 


Ready Reserve 5,630 94,321 1,614 29 32,394 469 9,417 1,145 22,900 * 

(j'\ Total DoD 11,450 $197,502 2,088 $39,828 766 $14,275 1,322 $25,553 
...... 

Commercial 

u.s. 	 2,143 47,431 114 5 3,206 0 0 114 $3,206 
Foreign 	Flag: 

Donated 851 0 112 13 0 109 0 3 0 
Chartered 6,292 75,503 655 10 9,652 516 9,140 139 512 

Total Commercial 9,286 $122,934 881 $12,858 625 $9,140 256 $3' 718 

Grand Total 20,736 $320,436 2,969 $52i686 1,391 $23z415 1,578 $29,271 

* DoD and DOT are in dispute over a projected $9,010,000 in off-hire costs for the RRF ships. 





APPEHDIX E. AHALYSIS OF PORT TIME BY PORT 

Port 	

(A) 
Number of 
Port Stops 

Reviewed 

(B) 
Average 

Port Time !/ 
(Hours) 

Average Loading Time 
(D) 

(C) 
Hours 

Percent of 
Port Time 

(C/B) 

Average Other Port Time 
(F) 

(E) 
Hours 
(B-C) 

Percent of 
Port Time 

(E/B) 

Antwerp, Belgium 5 102.5 40.9 40 61.6 60 
Bayonne, NJ 5 71.3 38.l 53 33.3 47 
Beaumont, TX 9 94.9 51.0 54 43.9 46 
Bremerhaven, Germany 13 76.2 37.4 49 38.8 51 
Charleston, SC 6 91.6 38.0 41 53.6 59 
Houston, TX 14 107.1 49.5 46 57.6 54 
Jacksonville, FL 11 116.6 81.5 70 35.1 30 
Long Beach, CA 7 206.3 174.2 84 32.0 16 
Morehead City, NC 4 97.2 64.9 67 32.3 33 
Newport News, VA 3 86.3 74.1 86 12.2 14 
Nordenham, Netherlands 2 312.9 265.5 85 47.4 15 
Oakland, CA 6 139.0 86.9 63 52.1 37 
Rotterdam, Netherlands 15 91.5 48.4 53 43.1 47 
Savannah, GA 4 59.7 35.8 60 23.9 40 
Southhampton, 2 97.5 74.8 77 22.7 23 

United Kingdom 
Wilmington, NC 4 111.8 73.6 66 38.2 34 

All Ports -110 107.7 65.7 61 42.0 'Y 39 

°' 
w',

!/ Port time is the period from the time the pilot boards the ship entering the port to the time the 
pilot departs the ship upon exiting the port. 

2/ The overall averag~s represents approximately an additional day and a half of port time. 





APPEHDII F. COMPARISON OF PLAHNED LOADING TIME TO ACTUAL AVERAGE LOADING TIME 

(A) 	
Ship 	Type 

Number of Port StoEs 

(B) 
Reviewed 

(C) 
Over/Under 

. Planned 
Loading Time !/ 

(D) 
Percent 

(E) 	
Actual 
Average 
Loading I 

Time ~ 
(Hours) 

(F) 
Planned 
Loading 

Time 
(Hours) 

(G) 
Planned Loading 

Time as a Percent 
of Actual Average 

Loadin' Time 
(F E) 

Breakbulk 48 32 67 79.3 96.0 121 

Breakbulk/Container 1 1 100 43.0 120.0 279 

Sea Barge 1 1 100 98.0 24.0 24 

Fast Sealift Ship 18 7 39 44.5 48.0 108 

Lighter Aboard Ship 1 1 100 581.5 252.0 43 


CJ\ 
01 

Maritime Prepositioning Ship 8 5 63 61. 7 48.0 78 
Roll on, Roll off Container 2 1 50 54.9 48.0 87 
Roll on, Roll off 29 25 86 41.7 24.0 58 
Former Seatrain 2 2 100 38.7 72.0 186 

All ship types 	 110 75 68 65.7 65.3 99-

!./ 	 A port stop was considered over/under only if actual loading time was 25 percent or more greater than or 
less than planned loading time. 

2/ Per 	Military Traffic Management Command Transportation Engineering Agency Pamphlet 700-2 





APPENDIX G. AHALYSIS OF PORT TIME AT THE MILITARY OCEAH TERMINAL, SUNNY POINT, NORTH CAROLINA 


(A) 
Ship 

(B) 
~hip Type 

(C) 
Port Time 

(Hours) 	

Events Other than Loading 

(D) 
Total 
(Hours) 

(E) 	
Percent of 
Port Time 

n/c 

Loading Time 

(F) 
Total 

(Hours) 
C-D 

(G) 
Percent of 
Port Time 

F/C 

Amer Kesterel Lighter Aboard Ship 1043.7 419.4 40 624.2 60 
Cape Archway Breakbulk 188.6 8.0 4 180.6 96 
Cape Domingo Roll on, Roll off 133.6 3.0 2 130.6 98 
Cape Flattery Lighter Aboard Ship 564.0 376.9 67 187.1 33 
Cape Florida Lighter Aboard Ship 990.8 698.3 70 292.5 30 
Green Island Lighter Aboard Ship 865.0 522.0 60 343.0 40 
Strong Texan Roll on, Roll off 49.0 4.5 9 44.5 91 

0\ 
..J Average all ships 	 547.8 290.3 53 257.5 47 





APPEHDl:X H. COMPARISON OF PLANNED LOADING TIME TO ACTUAL LOADING TIME AT THE MILITARY OCEAN TERMINAL, 
SUBY POillT, HORTH CAROLINA 

(A) 
Ship 

(B) 
Shi~ Ty~e 

(C) 
Actual 

Loading Time 
(Hours) 

(D) 

Planned 


Loading Time 

(Hours) 


(E) 
Planned Loading Time 

as a Percent of 
Actual Average 

Loading Time (D/C) 

Amer Kesterel Lighter Aboard Ship 624.3 300 
 48 

Cape Archway Breakbulk 180.6 48 
 27 

Cape Domingo Roll on, Roll off 130.6 24 
 18 

Cape Flattery Lighter Aboard Ship 187.1 328 
 175 

Cape Florida Lighter Aboard Ship 292.5 308 
 105 

Green Island Lighter Aboard Ship 343.0 324 
 94 

Strong Texan Roll on, Roll off 44.5 24 
 54 


O'I 
l.O 

Average all ships 257.5 194 






- -

APPEllDIX I. SUMMARY OF CARGO DISCREPANCIES FOUND ON SAMPLE CARGO OUTTURN RECONCILIATION MESSAGES 

(A) 
Ship 	

(8) 
Voyage 
Number 

(C) 
Number of 

Pieces 
Manifest 

(D) 	
Number of 

Pieces 
Off-Loaded 

(E) 
Discrepancies 

{Net) 
(C-D) 

Short Over 

(F) 	
Pieces 

Manifested 
But Not 

Off-Loaded 

(G) 
Pieces 

Off-Loaded 
But Not 

Manifested 

Cape Juby 8633 357 340 17 30 13 
Cape Clear 8632 268 198 70 73 3 
Cape Isabel 8617 448 379 69 109 40 
Capella 8025 915 844 71 93 22 
Bright Skies 4583 48 53 5 48 53 
Altair 8055 1,015 940 75 93 18 
Pollux 8597 768 835 67 0 67 
Cape Lobos 8608 400 384 16 18 3 
Jolly Smeraldo 2200 330 342 12 131 143 

.....i 

..... Cape May 8621 558 397 161 191 34 
Altair 8591 562 821 	 259 554 813-

Total 	 5,669 5,533 479 343 1,340 1,209 

NOTE: CORM's were located on 11 sample voyages. CORM's for other sample voyages were either not 
produced or not readily available. 





APPENDIX J. SUMMARY OF POTENTIAL BENEFITS RESULTING FROM AUDIT 


Recommendation 

Reference 
 Description of Benefits 

Amount and/or 

Type of Benefit 


A. l. Economy and Efficiency. 
Improve the accuracy of 
readiness reporting and 
the availability of the 
RRF to meet surge 
requirements. 

Nonmonetary. 


A.2.a. Economy and Efficiency. 
Test the availability 
of the RRF to meet surge 
requirements and the 
accuracy of DOT's 
readiness reports on the 
RRF. 

Nonmonetary. 

A.2.b. Economy and Efficiency. 
Improve the availability 
of the RRF to meet surge 
requirements through 
expanded use of U.S. 
shipyards. 

Nonmonetary. 

A. 2. c. Economv and Efficiency. 
Improve DOT's and the 
Navy's ability to use 
U.S. shipyards to 
activate the RRF. 

Nonmonetary. 

B.l.a. Internal Control. 
Provide controls that 
would ensure established 
performance standards 
for steaming speeds are 
established for RRF 
ships. 

Undeterminable. 
A cost avoidance 
will be realized 
by DoD when 
contracting 
officers 
deduct for slow 
steaming on RRF 
ships. 
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APPENDIX J. SUMMARY OF POTENTIAL BENEFITS RESULTING FROM AUDIT 

(cont'd.) 

Recommendation 
Reference Description of Benefits 

Amount and/or 
Type of Benefit 

B.1.b. Economy and Efficiency. 
Provide MSC with improved 
control over RRF 
performance when the RRF 
is supporting DoD 
operations. 

Undeterminable. 
A cost avoidance 
will be realized 
by DoD when 
ships are placed 
off-hire. 

B.2. Internal Control. 
Provide MSC with improved 
control over DoD 
controlled ship 
operators by establishing 
performance standards in 
ship operating contracts. 

Undeterminable. 
A cost avoidance 
will be realized 
by DoD when 
ships are placed 
off-hire. 

B.3. Economy and Efficiency. 
Provide MSC with more 
oversight of sealift 
and better define the 
amount of sealift 
capacity needed by MSC 
to meet mission 
requirements. 

Nonmonetary. 

C.1. Internal Control. 
Provide controls that 
would ensure that per 
diem payments for ship 
operations are reduced 
when ships are placed 
off-hire. 

Nonmonetary. 
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APPENDIX J. SUMMARY OF POTENTIAL BENEFITS RESULTING FROM AUDIT 

(cont'd.) 

Recommendation 
Reference Description of Benefits 

Amount and/or 
Type of Benefit 

C.2. Economy and Efficiency. 
Collect overpayments 
made to ship operators 
for off-hire time. 

Funds Put to 
Better Use. 
MSC could 
recover an 
estimated 
$392,000 for 
the Defense 
Business 
Operation Fund 
(17X4930.ND2A). 

D.1.a. Economy and Efficiency. 
Provide realistic loading 
estimates for planning 
cargo movement during a 
deployment. 

Nonmonetary. 

D.1.b. Economy and Efficiency. 
Provide DoD planners 
with port time estimates 
that reflect all events 
associated with moving a 
ship through port during 
a deployment. 

Nonmonetary. 

D.2.a. 
and D.2.b. 

Economy and Efficiency. 
Improve readiness by 
providing DoD planners 
with realistic port 
time estimates for 
loading and moving 
ammunition through 
ports, which reflect 
the unique character
istics of ammunition 
loading and port 
limitations. 

Nonmonetary. 
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APPENDIX J. SUMMARY OF POTENTIAL BENEFITS RESULTING FROM AUDIT 

(cont'd.) 

Recommendation 
Reference Description of Benefits 

Amount and/or 
Type of Benefit 

E.1.a. and 
E.1.b. 

Internal Control. 
Provide a control to 
MTMC to ensure that 
cargo shipped from 
the SPOE was actually 
delivered to the 
intended SPOD. 

Undeterminable. 
This control 
would reduce the 
risk of losing 
expensive and 
sensitive equip
ment and cargo 
while in 
transit. 

E.2. Internal Control. 
Provide port personnel 
that are responsible 
for loading, unloading, 
and reconciling cargo 
with computer equipment 
capable of processing 
the volume of cargo 
required during a 
deployment without 
interrupting port 
operations. 

Nonmonetary. 
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APPENDIX R. ACTIVITIES VISITED OR CONTACTED 

Office of the Secretary of Defense 

Assistant Secretary of Defense (Production and Logistics), 
Washington, DC 

Joint Staff 

Director for Logistics, Washington, DC 
Director for Force Structure, Resource and Assessment, 

Washington, DC 
Inspector General, Washington, DC 

Department of the Army 

Headquarters, U.S. Central Command, 22nd Support Command, 
Dhahran, Saudi Arabia 

Headquarters, U.S. Army Europe, Heidelberg, Germany 
Headquarters, Military Traffic Management Command, 

Falls Church, VA 
Chief of Staff of the Army 
Eastern Area, Military Traffic Management Command, Bayonne, NJ 
Western Area, Military Traffic Management Command, Oakland, CA 
European Area, Military Traffic Management Command, Rotterdam, 

Netherlands 
Transportation Engineering Agency, Military Traffic Management 

Command, Newport News, VA 
Military Ocean Terminal - Bayonne, Bayonne, NJ 
Military Ocean Terminal - Bay Area, Oakland, CA 
Military Ocean Terminal, Sunny Point, NC 
Military Traffic Management Command - Beaumont (Detachment), 

Beaumont, TX 
Military Traffic Management Command - Houston 

(1191st Transportation Terminal Unit, New Orleans, LA), 
Houston, TX 

Military Traffic Management Command - Terminal Bremerhaven, 
Bremerhaven, Germany 

Military Traffic Management Command - Transportation Terminal 
Unit, Rota, Spain 

Military Traffic Management Command - Ocean Cargo Clearance 
Authority, Naples, Italy 

Military Traffic Management Command - Southwest Asia, Ad Dammam, 
Saudi Arabia 

Military Traffic Management Command, South Atlantic Outport, 
Charleston, SC 

Military Traffic Management Command - Southern California 
Outport, Compton, CA 

1176th Transportation Terminal Unit, Baltimore, MD 
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APPENDIX K. ACTIVITIES VISITED OR CONTACTED (cont'd) 

Department of the Army (cont'd) 

1181st Transportation Terminal Unit, Meridian, MS 
1184th Transportation Terminal Unit, Mobile, AL 
1185th Transportation Terminal Unit, Terminal Transportation 

Command, Lancaster, PA 
1192nd Transportation Terminal Unit, New Orleans, LA 

Department of the Navy 

Office of the Deputy Chief of Naval Operations (Logistics), 
Washington, DC 

Headquarters, U.S. Navy - Europe, London, United Kingdom 
Naval Sea Systems Command, Washington, DC 
Headquarters, Military Sealift Command, Washington, DC 
Headquarters, Military Sealift Command - Pacific, Oakland, CA 
Headquarters, Military Sealift Command - Atlantic, Bayonne, NJ 
Headquarters, Military Sealift Command - Middle Atlantic, 

Norfolk, VA 
Headquarters, Military Sealift Command - Southwest Asia, 

Ad Dammam, Saudi Arabia 
Headquarters, Military Sealift Command - Europe, London, 

United Kingdom 
Headquarters, Military Sealift Command - Mediterranean, 

Naples, Italy 
Military Sealift Command, Beaumont, TX 
Military Sealift Command, Rotterdam, Netherlands 
Military Sealift Command, Bremerhaven, Germany 
Military Sealift Command, Long Beach, CA 
Military Sealift Command, Jacksonville, FL 
Military Sealift Command, Atlantic Detachment, Charleston, SC 
Military Sealift Command, Sunny Point, NC 

Marine Corps 

Commandant of the Marine Corps, Washington, DC 
1st Marine Expeditionary Force, Marine Corps Logistics Base, 

Camp Pendleton, CA 

Other Defense Agencies 

Headquarters, U.S. Transportation Command, 
Scott Air Force Base, IL 

Headquarters, Central Command, MacDill Air Force Base, FL 
Headquarters, European Command, Stuttgart, Germany 
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APPENDIX K. ACTIVITIES VISITED OR CONTACTED (cont'd) 

Non-DoD Activities 

Department of Transportation, Inspector General, Washington, DC 
Maritime Administration, Washington, DC 
United States Coast Guard, Washington, DC 
General Accounting Office, Washington, DC 

Non-Government Agencies 

Sabine Pilots, Groves, TX 
Houston Pilots Association, Houston, TX 
Port of Houston Authority, La Porte, TX 
New York Maritime Association, New York, NY 
Charleston Branch Pilot's Association, Charleston, SC 
Savannah Pilot's Association, Savannah, GA 
Bay Towing Boat Company, Norfolk, VA 
Moran Tug Boat Company, Norfolk, VA 
Association of Virginia Decking Pilots, Norfolk, VA 
McAllister Tug Boat Company, Norfolk, VA 
Virginia State Pilots Association, Norfolk, VA 
USNS Capella 
Saudi Sea Ports Authority, King Abdul Aziz Port, Ad Dammam, 

Saudi Arabia 
Port of Al Jubayl, Al Jubayl, Saudi Arabia 
Center for Naval Analyses, Alexandria, VA 
San Francisco Bar Pilots Association, San Francisco, CA 
Virginia State Pilots Association, Newport News, VA 
St. Johns Bar Pilot Association, Mayport, FL 
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APPENDIX L: REPORT DISTRIBUTION 


Office of the Secretary of Defense 

Under Secretary of Defense for Acquisition, Director 
Defense Research and Engineering (Naval Warfare and Mobility) 

Assistant Secretary of Defense (Production and Logistics) 
Assistant Secretary of Defense (Program Analysis and Evaluation) 
Assistant Secretary of Defense (Public Affairs) 
Comptroller of the Department of Defense 

Department of the Army 

Secretary of the Army 
Assistant Secretary of the Army (Installations and Logistics) 
Commander, Military Traffic Management Command 
Auditor General, U.S. Army Audit Agency 
Inspector General 

Department of the Navy 

Secretary of the Navy 
Assistant Secretary of the Navy (Financial Management) 
Comptroller of the Navy 
Chief of Naval Operations 
Commander, Military Sealift Command 
Commander, Navy Sea Systems Command 
Auditor General, Naval Audit Service 
Commandant of the Marine Corps 

Department of the Air Force 

Air Force Audit Agency 

Defense Agencies 

Director, Defense Contract Audit Agency 
Defense Intelligence Agency 
Defense Logistics Agency 
Defense Logistics Studies Information Exchange 
National Security Agency/Chief, Central Security Service 

Other Defense Activities 

Office of the Chairman, Joint Chiefs of Staff 
Director, Joint Staff 
Commander in Chief, U.S. Transportation Command 
Commander in Chief, U.S. European Command 
Commander in Chief, U.S. Central Command 
Commander, U.S. Army Europe and Seventh Army 
Commander in Chief, U.S. Naval Forces Europe 
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APPENDIX L. REPORT DISTRIBUTION (cont'd.) 

Non-DoD Activities 

Assistant Inspector General (Audit), Department of Transportation 
Administrator, Maritime Administration, Department of 

Transportation 
Office of Management and Budget 
U.S. 	 General Accounting Office 

NSIAD/Logistics 
NSIAD Technical Information Center 

Chairman and Ranking Minority Member of the following 
Congressional Committees and Subcommittees: 

Senate Subcommittee on Defense, Committee on Appropriations 
Senate Subcommittee on Transportation, Committee on 

Appropriations 
Senate Committee on Armed Services 
Senate Committee on Commerce, Science, and Transportation 
Senate Committee on Government Affairs 
House Committee on Appropriations 
House Subcommittee on Commerce, Justice, State, the 

Judiciary, and Related Agencies, Committee on 
Appropriations 

House Subcommittee on Defense, Committee on Appropriations 
House Subcommittee on Transportation, Committee on 

Appropriations 
House Committee on Armed Services 
House Subcommittee on Readiness, Committee on Armed Services 
House Committee on Government Operations 
House Subcommittee on Government Activities and 

Transportation, Committee on Government Operations 
House Subcommittee on Legislation and National Security, 

Committee on Government Operations 

House Committee on Merchant Marine and Fisheries 

House Committee on Public Works and Transportation 
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PART IV - MANAGEMENT COMMENTS 

Comments From Assistant Secretary of Defense (Production and 
Logistics) 

Comments From Assistant Secretary of Defense (Program Analysis 
and Evaluation) 

Comments From Assistant Secretary of the Navy (Research, 
Development, and Acquisition) 

Comments From Commander in Chief, U.S. Transportation Command 

Audit Response to Management Comments on the Findings 





MANAGEMENT COMMENTS: ASSISTANT SECRETARY OF DEFENSE

•
ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON, OC 20301-8000 

July 2, 1992 
PRODUCTION AND 

LOGISTICS 

MEMORANDUM FOR DEPARTMENT OF DEFENSE INSPECTOR GENERAL 

SUBJECT: Draft Report on the Audit of DoD Sealift Operations 
(Project Number ILC-5001) 

As requested, we have reviewed the Draft Report on the Audit of 
DoD Sealift Operations and submit the following comments on the 
recommendations addressed to the Assistant Secretary of Defense 
(Production and Logistics) . 

Seal.ift capability - Recommendation 1: We recommend that the 
Assistant Secretary of Defense (Production and Logistics), in 
coordination with appropriate DoD offices, revise the Memorandum of 
Agreement between the Departments of Defense and Transportation to 
define the criteria that must be met for reporting the specific 
readiness status of Ready Reserve Force ships. 

P&L Comment: Partially concur. We concur that the Memorandum 
of Agreement (MOA) between DoD and DOT should be revised. However, 
criteria for reporting the specific readiness status of the Ready 
Reserve Force (RRF) ships had previously been defined separately from 
the MOA because of the level of detail and the dynamic nature of the 
environment defined by the criteria. The reporting criteria were 
initially developed in May 1983 and subsequently revised as 
necessary. The Navy will continue to examine the RRF requirements 
and develop future revisions as necessary. The established reporting 
criteria rate ships from C-1 (no mission degrading deficiencies) to 
C-5 (scheduled major repairs in progress; unable to meet assigned 
readiness criteria) . The Maritime Administration (MARAD) is required 
to provide readiness information on each ship monthly. Inaccurate 
reporting existed in MARAD's reports to the Navy because adequate 
funds for maintenance and test activations were not provided. This 
resulted in MARAD's readiness estimates being made on the ship's last 
known performance of equipment rather than on actual reports. 

Seal.ift Operations: Recommendation 1: We recommend that the 
Assistant Secretary of Defense (Production and Logistics), in 
coordination with appropriate DoD offices, negotiate with the 
Department of Transportation to revise the Memorandum of Agreement 
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MANAGEMENT COMMENTS: ASSISTANT SECRETARY OF DEFENSE (cont'd) 

between the Department of Defense and the Department of 
Transportation to: 

a. Include contract provisions for Ready Reserve Force ships 
to establish steaming speeds and to make payment reductiops when slow 
steaming occurs. 

b. Designate the Military Sealift Command as the administrative 
contracting officer whenReady Reserve Force ships are under the 
Military Sealift Command's operational control to give the Military 
Sealift Command the authority to make payment deductions for 
slow-steaming and off-hire time. 

P&L Comment: Nonconcur. Although we concur that the MOA between 
DoD and DOT should be revised, we do not concur that it should 
include contract provisions for slow-steaming and off-hire penalties 
or for the Military Sealift Command to be designated as the 
administrative contracting officer to make payment deductions for the 
penalties. 

Slow steaming, not related to weather, load conditions, or 
operational directional, is a function of plant upkeep which, in the 
case of the RRF, is directly related to maintenance dollars. The 
slow-steaming penalty could only work if DoD provides all the 
resources necessary for the ship managers to correct identified 
deficiencies. However, in most cases, fiscal realities preclude this 
type of maintenance. 

The Maritime Administration (MARAD) activates and operates the 
RRF on behalf of the DoD. In turn, DoD is committed to reimbursing 
MARAD for all out-of-pocket expenses. The off-hire clause is derived 
from commercial charters where the owner/operator has complete 
control over the asset. Clearly, this is not the case with the RRF 
ship managers. Although we are interested in management tools to 
improve cost effectiveness, it would be difficult to hold a ship 
manager accountable and liable for the performance of a ship for 
which they do not have complete control. 

MARAD does have an off-hire clause in their contracts with the 
ship managers to recoup costs for nonperformance when gross 
negligence is clearly the factor. Instead of incorporating 
nonperformance penalties into the MOA, MARAD should develop clear 
definitions for nonperformance and associated compensation and 
~ncorporate those provisions into the ship-manager contracts. 

Thank you for the opportunity to comment on the draft report. 

Colin McMillan 
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MANAGEMENT COMMENTS: ASSISTANT SECRETARY OF DEFENSE 


ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON, 0. C. 20301-1800 

July 6, 1992
PROGRAM ANALVSJS 
AND EVALUATION 

MEMORANDUM FOR 1HE DEPARTMENT OF DEFENSE INSPECTOR GENERAL 

SUBJECT: 	 Draft Report on the Audit of DoD Sealift Operations 

(Project Number ILC-5001) 


~-
Thank you for the opportunity to provide comments on your audit of sealift operations. 

Please extend my appreciation to your Logistics Support Directorate, who greatly assisted my 
staff in reviewing the audit 

Concerning Finding A ("Sufficient U.S.-owned sealift was not mobilized in a timely 
manner to unilaterally meet the initial surge requirements ..."), I think there is a misconception 
regarding the purpose of the National Security Sealift Policy. The intent of the policy is to 
ensure sufficient capacity is available to meet sealift requirements in the event of a crisis or war. 
The policy does not attempt to detail how to respond to specific contingencies. Operations 
Desert Shield and Storm were, by design, a coalition effort Sealift provided an excellent 
opportunity for other countries to participate in these operations. Since the coalition served as 
the foundation for the operation, a unilateral U.S. response was not necessary. I therefore recom
mend that this finding be deleted. 

The audit is correct in noting that U.S. commercial ships were not readily available for 
cargo shipment. While they were afforded the first opportunity to respond to sealift Requests for 
Proposals (RFPs), concerns over losing profitable long-term trade routes and delays due to 
distance resulted in many RFPs being awarded to foreign companies. 

There was sufficient long-term militarily suitable U.S.-<>wned sealift capacity available to 
have met Desert Shield/Storm requirements. However, exploiting these resources would have 
required requisitioning enough shipping to provide 6.8 million square feet of capacity once the 
ships were outfitted with seasheds and flatracks. Providing just 2 million square feet of 
convened space would cost an estimated $158 million, which exceeds the $91 million spent on 
coalition leasing; the cost of requisitioning ships would have been even more. 

I hope this information provides useful insights for your research and that you will be able 
to take it into consideration in your final report. 

~L-
Davi~Chu 
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MANAGEMENT COMMENTS: DEPARTMENT OF THE NAVY 


THE ASSISTANT SECRETARY OF THE NAVY 
(Research, Development and Acquisition) 

WASHINGTON, D.C 20350-1000 

Ju t',' ~ ·" ~ ~·-'"'!" 
I~;,,; 0 i;;;;:;L 

MEMORANDUM FOR THE INSPECTOR GENERAL, DEPARTMENT OF DEFENSE 

Subj: DRAFT REPORT ON THE AUDIT OF SEALIFT OPERATIONS 
(PROJECT NO. lLC-5001) 

Ref: (a) Office of the Inspector General, Draft Report on 
Sealift Operations (Project No. lLC-5001), dated 
April 20, 1992 

Encl: (1) Navy Position on Findings and Recommendations 
(2) Navy Review Comments on the Draft Report dated 

April 20, 1992 (Project No. lLC-5001) 

The Navy has reviewed the subject draft report on Sealift 
Operations. The Navy position on the findings and 
recommendations specifically addressed to Navy for response are 
forwarded by enclosure (1). 

Since the Navy has immediate responsibility for Sealift 
Capability and Operations, the enclosure (2) summary of the 
results of our review on these sections of the draft report are 
also forwarded for your close attention. 

If I can be of any further assistance to you, please do not 
hesitate to let me know. 

/'&te- C--
/Gerald A. Cann 

Copy to: 
l~VIl<SGEN 
I~VCOHPT (NCB-53) 
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MANAGEMENT COMMENTS: DEPARTMENT OF THE NAVY Ccont'd) 

Department of the Navy Response 

to 


DODIG Draft Audit of 20 April 1992 (Project No. lLC-5001) 

on 


DOD Sealift Operations 


A. SEALIFT CAPABILITY 

Finding A - Sufficient u.s.-owned seali~t was not mobilized in a 
timely manner to unilaterally respond to initial surge 
requirements for Desert Shield. DOD relied on 105 foreign flag 
ships at a cost of $91 million to deliver 6.8 million square feet 
of surge cargo. 

Recommendation 1. We recommend that the Assistant Secretary of 
Defense (Production and Logistics), in coordination with 
appropriate DOD offices, revise the Memorandum of Agreement 
between the Departments of Defense and Transportation to define 
the criteria that must be met for reporting the specific 
readiness status of Ready Reserve Force ships. 

Nayy Position: The Navy does not concur with recommendation as 
stated because the criteria for readiness was established by CNO 
memo Ser 40/34391820 ofl7 May 83, and MARAD is required to 
provide readiness information on each ship monthly. 

Recommendation 2. We recommend that the Chief of Naval 
Operations: 

a. Expand the mix of Ready Reserve Force ships that are test 
activated and periodically review the accuracy of the Department 
of Transportation's readiness reports on the Ready Reserve Force. 

Nayy Position: Under plans recommended by the recent Mobility 
Requirements Study, ships in Reduced Operating Status (ROS 4) 
will be activated annually for sea trials, with all engineering 
trials in alternate years. Ships to be test activated are 
identified by Military Sealift Command (MSC) but not revealed to 
the Maritime Administration (MARAD), the agency that maintains 
and administers the RRF, until immediately prior to the 
activation date. Navy staff does review the Department of 
Transportation's RRF's readiness reports on a monthly basis, as 
well as the readiness reporting process proper. 

b. Include Navy shipyards and commercial shipyards that are 
building DOD ships in the activation of Ready Reserve Force 
ships, and include these shipyards in the activation of Ready 
Reserve Force ships during training exercises. 

Nayy Position: Concur. 

-1
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c. Periodically, activate the Navy's Office of the 
Coordinator for Ship Repair and conversion to make sure that 
activation of the Ready Reserve Force can be integrated with work 
taking place or scheduled at Navy and major commercial shipyards. 

Nayy Position: The Office of the Coordinator for Ship Repair and 
conversion is activated under the provisions of a Letter of 
Agreement between the Secretary of the Navy and the Department of 
Transportation. NAVSEA and ASN(RDA) did consider activating the 
Office of the Coordinator at the outset of Desert Shield 
activities. A clear decision was made not to activate those 
functions at that time, and to defer activation pending further 
developments in Desert Shield hostilities. Some of the reasons 
for the decision not to activate are as follows: 

1. The Department of Transportation (DOT) already had 
contracts in place with private shipyards to perform activation 
of the RRF ships required by MSC. 

2. While the coordinator functions would have provided a 
vehicle for reassignment of work priorities within shipyards, DOT 
indicated that no funds were available to reimburse contractors 
for other work which would be displaced were the government to 
direct the reprioritization of private shipyard work through the 
Office of the coordinator. 

3. Activation of the Coordinator entails a significant 
effort and involvement of many government activities which, in 
view of the items above, offered no apparent value to the very 
short term RRF activation efforts for Desert Shield. In the 
short term, it was decided that informal working level actions 
could be used effectively to expedite shipyard priorities on a 
case to case basis. In only one instance was informal action 
required between MSC, NAVSEA, the applicable Supervisor of 
Shipbuilding, and a private shipyard, to ensure repair of a MSC 
desired action. This informal coordination was accomplished 
without incurring the additional cost that would have resulted 
from a formal Office of the Coordinator reprioritization action. 

The Navy appropriately elected to defer activation of the 
Office of the Coordinator until such time as potential battle 
damage repairs, requirements for new ship construction, or other 
situations, would have provided measurable value from such 
action. Further, it should be noted, that the Navy did, during 
the most recent Navy war game activity (Proud Eagle 90), activate 
the Office of the Coordinator in conjunction with MARAD. 
significant benefits were derived in the wargame scenario, and 
NAVSEA will continue to incorporate activation of the 
coordinator, as appropriate, during future war games exercises. 
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MANAGEMENT COMMENTS: DEPARTMENT OF THE NAVY <cont'd> 

B. SEALIFT OPERATIONS 

Finding B - Sealift performance of cargo ships was reduced by 
slow steaming and idle time. DOD lost 3,000 sail days at a cost 
of $52.6 million due to ships' slow steaming and idle time. 

Recommendation 1. We recommend that the Assistant Secretary of 
Defense (Production and Logistics), in coordination with 
appropriate Department of Defense offices, negotiate with the 
Department of Transportation to revise the Memorandum of 
Agreement (MOA) between the Department of Defense and the 
Department of Transportation to: 

a. Include contract provisions for Ready Reserve Force 
ships to establish steaming speeds and to make payment deductions 
when slow steaming occurs. 

Nayy Position: The Navy does not concur with the draft report 
recommendation to include contract provisions for steaming 
speeds. However, we would have no objection if MARAD included 
enforceable provisions in their contracts which permit the 
withholding of payment if the ships cannot perform their mission 
due to the fault of the contractor. 

b. Designate the Military Sealift Command as the 
administrative contracting officer when Ready Reserve Force ships 
are under the Military Sealift Command's operational control to 
give the Military Sealift Command the authority to make payment 
deductions for slow steaming and off-hire time. 

Nayy Position: MSC is reviewing the impact of this 
recommendation and will provide a position upon completion of the 
review. 

Recommendation 2. We recommend that the Commander, Military 
Sealift Command, include provisions in contracts with ship 
operators of the fast sealift ships and maritime prepositioning 
ships to establish steaming speeds and to make payment deductions 
when slow steaming occurs. 

Nayy Position: The Navy does not concur with the recommendation 
to include provisions in theircontracts with ship operators of 
the fast sealift ships and maritime prepositioning shipswhich 
would establish steaming speeds, and make payment deductions 
when slow steaming occurs. The Navy does not want ship operators 
to automatically operate ships at top speed. Ordering a vessel 
to travel at a speed slightly less than "top speed" results in 
greatly diminished fuel consumption. Over the course of long 
(transatlantic) voyage, the fuel conserved at reduced speed can 
avoid fuel-stop delays. Sustained high-speed transits may also 
be counterproductive because engine wear, breakdowns, and other 
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performance problems can result. Moreover, because of factors 
like port congestion, weather, or lack of cargo requirements, 
ordering a ship at top speed may not be advisable. The Navy 
position is that ship speed decisions should be the 
responsibility of the operational commande~. 

Recommendation 3. We recommend that the Commander in Chief, 
U. S. Transportation Command, develop a single system that is 
capable of identifying the amount of Department of Defense cargo 
requiring sealift for forces designated by the Joint Chiefs of 
Staff for deployment and tracking ship movements in either 
peacetime or wartime. 

Nayy Position: For response by the Commander in Chief, 
Transportation Command. 

C. FINANCIAL CONTROLS 

Finding c - The Military Sealift Command (MSC) did not always 
reduce payments to contractors when ships were p~aced off-hire. 
MSC overpaid ship operators an estimated $392,000. 

Recommendation 1. Establish controls that require the Payment 
Certification and Disbursing Directorate to ensure that off-hire 
deductions, approved by contracting officers, are taken. 
Additionally, require the contracting officer to validate that 
the off-hire deductions are taken before contract files are 
closed. 

Nayy Position: Concur. MSC has improved controls to ensure that 
off-hire deductions, approved by contracting officers are taken. 
The Payment Certification Division is required to notify the 
contracting officer when the deduction is taken. These controls 
have been implemented. Furthermore, a procedure has been 
implemented whereby the contracting officer validates that all 
off-hire deductions are taken before contract files are closed. 
Contracting officers request, and the Payment Certification 
Division provides, summary data on off-hire deductions on all 
contracts prior to closing contract files. 

Recommendation 2. Recoup the estimated $392,000 in overpayments 
operators of Government ships controlled by Military Sealift 
Command during Operation Desert Shield. Additionally, review 
other payments to operators of ships used during Operation Desert 
Shield for similar overpayments. 
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Nayy Position: Partially concur. The sum of $392,000 is an 
extrapolation of potential overpayments based on a sample. MSC 
can only deduct for actual overpayments. The amount of 
overpayments specifically identified was $196,000. This amount 
has been recouped. Review has been initiated to identify other 
potential overpayments, and additional deductions will be made 
where appropriate. 

D. PORT TIME 

Finding D - The Military Traffic Management Command did not 
develop planning estimates of the total time needed to move ships 
through ports. As a result, the movement of cargo to the 
overseas theater was delayed, and the operational commander could 
not accurately plan and coordinate arrival of unit cargo. 

Nayy Position: For response by the Commander in Chief, 
Transportation Command. 

E. IN TRANSIT ACCOUNTABILITY 

Finding E - DOD lost accountability of surge cargo shipped to 
Southwest Asia. As a result DOD was not assured that all cargo 
shipped to Southwest Asia was off-loaded. 

Nayy Position: For response by the Commander in Chief, 
Transportation Command. 

-5

94 
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Department of the Navy comments 

on 


DODIG Draft Audit of 20 April 1992 on Sealift Operations 


(Project No. lLC-5001) 


Findinq A. - sealift capability, of the draft report, at 
paragraph 4. of the Executive SUJ11J11ary, and page 9., states that 
"Sufficient u.s.-owned sealift was not mobilized in a timely 
manner to unilaterally meet the initial surge requirements for 
operation Desert Shield." This statement is incorrect. It is 
recommended that this statement be changed to read •sufficient 
u.s.-owned surge sealift was not available to be mobilized." The 
phrase "in a timely manner" implies that DOD was negligent in the 
acquisition of these ships. As requirements developed,
appropriate and timely sealift was marshalled. All suitable and 
available u. s. flag commercial vessels were placed under 
contract. Because there were insufficient u. s. flag surge ships
available, foreiqn flag ships were utilized. Foreign ships were 
solicited in support of the Gulf War by the President's 
international coalition effort. Ultimately the 120 day, Phase I, 
deployment Plan was achieved in 93 days. As highlighted by the 
Mobility Requirements Study, a dramatic increase in the num.ber of 
militarily useful U.S. owned vessels is needed to avoid reliance 
on foreign flag ships in a future contingency of the magnitude of 
the Gulf War. 

Finding A of the draft report, at page 9, also incorrectly 
states, "DOT inaccurately reported the readiness status of the 
RRF to DOD because DOD and DOT had not developed clear criteria 
to define the readiness status of RRF ships." There is, in fact, 
a clear criteria for readiness of the RRF, which is established 
by the Chief of Naval Operations (CNO) memo Ser 40/34391820 of 
17 May 83. The reporting criteria had been established to rate 
ships from c-1 (no mission degrading deficiencies) to c-5 
(scheduled major repairs in progress1 unable to meet assigned
readiness criteria). The Maritime Administration (MARAD) is 
required to provide readiness information on each ship monthly.
Inaccurate reporting existed in the reports to the Navy which 
were prepared by MARAD, or MARAD's agents, because adequate funds 
for maintenance and test activations were not provided. This 
resulted in MARAD's readiness estimates being made on the ship's
last known performance of equipment, rather than on actual tests. 

Again at Finding A, page 9, the draft report states, "DOD 
lost the ability to mobilize about 1.9 million square feet of RRF 
sealift capacity during Desert Shield, and relied on foreign 
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MANAGEMENT COMMENTS: DEPARTMENT OF THE NAVY <cont'd> 

flaq ships to deliver about 6.8 million square feet of carqo at a 
cost of about $91 million." It is unclear to the Navy what the 
1.9 million square feet fiqure refers to. However, all suitable 
RRF sealift capability was utilized as needed. The only RRF 
ships that were not utilized were those th4t were incompatible
with the cargo to be transported. 

Findinq A, paqe 14, of the draft report states "However, the 
DOD controlled sealift was not sufficient to meet the surqe
requirements of Desert Shield; thus, MSC quickly reque•ted and 
used commercial U. s. flaq dry carqo ships and DOT's RRF ships to 
auqment DOD controlled sealift." The RRF has always been 
considered a viable part of the surqe force, rather than an 
auqment to DOD controlled sealift. It should also be noted that, 
pursuant to the MOA discussed in the draft report, the RRF is, in 
fact, DOD controlled. Conqress mandated the Mobility Requirements
study (MRS) to validate the amount of strateqic lift (sea and 
air) to meet future contingencies. The ultimate solution will be 
dependent upon the availability of adequate fundinq. 

Page l4 of the draft report also states, "Contractual 
agreements were not obtained by MSC to charter the remaininq
eight U.S. flaq owned RORO ships durinq Desert Shield." There 
were no suitable u. s. flag ROROs that were not chartered as soon 
as they became available. Some u. s. flag vessels had been built 
as ROROS, but because of subsequent rebuildinq or modification 
are no lonqer militarily useful in a surge requirement. 

Finding A, paqe 18, of the draft report states, "The DOD and 
MSC did not adequately test the readiness of the RRF ships.•
This section should read: "Navy and DOT were provided with 
substantially less funds for maintenance and test activation than 
requested and, as a consequence DOT and MSC were unable to 
adequately test the readiness of the RRF ships. FUnding for test 
activations has traditionally received low priority in budget
allocations." In the budget process, initial budget submissions 
have always requested funds for activation of at least 20t of the 
RRF per year. Without this level of funding, adequate te•ting of 
the readiness of the RRF could not be performed. 

Finding A, page 21, erroneously states that "Of the eight
Navy shipyards with capital investments of over $13 billion and 
over 60,000 employees, only one (Philadelphia Navy Shipyard)
performed any RRF activation work. Mare Island Naval Shipyard
also performed activation work on the MARAD RRF ship 
ss SHOSHONE (TACT 151), during the timeframe of 29 November 1990 
~o 19 January 1991. 

The statement under Finding A, page 27, concerning the Navy 
request for proposals for RORO ships, should be updated to read, 
"The Navy has contracted for, and received Initial De•iqns, from 
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MANAGEMENT COMMENTS: DEPARTMENT OF THE NAVY <cont'd> 

the shipbuilding industry for Roll on Roll Off (RORO) ships that 
are militarily useful and could potentially be used in a 
commercial role." 

Also in page 27, the subject of "FUtur~ sealift capacity"
does not address Prepositioning and Afloat Prepositioning. Both 
of these options provide dependable, responsive, and militarily
suitable alternatives to RRF. 

Pinding B - Seal.ift operation•, at page 29, states "Slow 
steaming and idle time resulted in lost sealift capa.bility and 
expenditures for unused sealift. overall, we project for the 253 
ships acquired in Desert Shield that about 3,000 (14 percent) of 
the 20,100 available sail days were lost at a cost of $52.6 
million. Of the 3,000 lost sail days, the RRF accounted for 
l,600 (53 percent) at a cost of $32.4 million.• These two 
statements are incorrect, and should be deleted. Slow steaming
is not an issue, further, the slow steaming fiqures cited in the 
draft report are incorrect. The auditors made their voyage
calculations based on the top speeds theoretically achievable by
given ships. After a superficial analysis of specific actual 
voyages, the auditors assumed "slow steaming" for any variation 
from this top speed. This reasoning, which is based upon a 
number of faulty assumptions, iqnores the complex trade-offs 
inherent in maximizing ship performance. No ship operator
automatically operates ships at top speed. Ordering a vessel to 
travel at a speed slightly less than "top speed" results in 
greatly diminished fuel consumption. over the course of long
(transatlantic) voyage, the fuel conserved at reduced speed can 
avoid fuel-stop delays. sustained high-speed transits may also 
be counterproductive because engine wear, breakdowns, and other 
performance problems can result. Moreover, because of factors 
like port congestion, weather, or lack of carqo requirements,
ordering a ship at top speed may not be advisable. These 
decisions should be reserved for the operational commander. 

Finding B, at page 30 of the draft report, states, "On 
government-owned, contractor-operated ships, such as the FSS, MSC 
contracted for the crews on the RRF ships." This is incorrect. 
Neither MSC nor DOT contracted directly for ship crews. 
contracts were entered into with ship operators, who employed and 
provided crews as part of their overall responsibility to operate
and maintain the ships. 

The second paragraph on page 30 states, "Idle time occurred 
when a ship was not steaming or was not involved in carqo
operations to meet mission. Idle time occurred when a ship had 
minor mechanical difficulties (ship repairs); ~as unable to 
perform its contracted mission due to, for example, major repairs
(off-hire); or due to coJDJDand decisions was unab1e to meet its 
mission (awaiting orders)." 
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This paragraph is misleading. Ships spent time awaiting
anticipated direction in order to provide enhanced readiness to 
meet the developing requirements. This command decision waa 
supported by the Chairman, Joint Chiefs of Staff (CJCS) and did 
not impact unfavorably on mission requirements. This strategy 
was more cost effective than redelivering existing charters, or 
deactivating RRF ships when it was anticipated they would be 
needed for the next phase. This strategy resulted the resources 
needed for Phase II being readily available. 

The last statement on page 30, "This system, however, did 
not provide data at the same level of detail as the peacetime
tracking system, making it difficult for MSC to effectively
monitor ship performance." This statement is incorrect. Vessels 
were effectively tracked using position reports and other data 
maintained by MSC's command and Control Center, such as JOPES and 
JVIDS. The spreadsheet discussed in this section of the draft 
report was used for internal MSC management (i.e. schedule 
planning, ship availability, assignments, program information), 
not for tracking. 

Finding B, page 31 of the draft report, states, "MTMC 
translated this data into the nUlll.ber of ships needed to move this 
cargo and arranged to move the cargo through the ports." This 
statement is also incorrect and should be changed since MSC, not 
MTMC, translates the data into the nUlll.ber of ships required. 

Again on page 31, the draft report states, "DOD lost a 
projected 1,400 days, costing approximately $23.4 million, of 
20,100 available days because ship operators traveled at less 
than contracted or registered speeds." This too is an incorrect 
statement. "Registered speeds" is not a term used in MSC or RRF 
contracts. However, certain types of charter contracts do 
identify "warranted speeds". MSC directed "best speeds" for 
better performance. This does not translate into slower speeds,
but is commensurate with a ship's and a crew's capal:>ilities.
Some vessels were older vintage, therefore the speed obtainal:>le 
relied on engine conditions both in fair weather and in rough 
seas. It is not prudent in most cases to attempt to run a vessel 
at a fast speed when the results could have been loss of an 
~ngine, requiring transfer of cargo to another ship to complete
the mission. Additionally, steaming at full speed, only to reach 
a port that was not ready to upload or download the carqo due to 
port congestion, or encounter a situation where cargo was not yet
available, would have resulted in additional fuel and/or port 
~xpenses. This is considered to be counterproductive. Also, it 
~s not prudent to run ships at higher than neceaaar:y speeds
throuqh adverse weather conditions. Speeds were also adjusted to 
meet Suez canal convoys. The result of these actions waa that 
virtually all cargo arrived safely, undamaged, and on time. 

-4

Final 
Report 
Page No. 

19 

20 

20 

98 




MANAGEMENT COMMENTS: DEPARTMENT OF THE NAVY <cont'd> 

Findinq B, at paqe 32, addresses slow speed as it related to 
foreiqn flaq ships as follows: " Foreiqn flaq ships incurred a 
projected 625 days at slow steaminq (45 percent of the 1,400 
days), costinq about $9.1 million." This sentence should be 
deleted since, as discussed earlier, the auditor's definition of 
slow steaminq is incorrect. Further, the examples cited by the 
auditor of the JOLLY SMERALDO on paqes 32 and 33, is inaccurate 
and should be deleted. Investiqation by MSC of the perfo:r11ULnce
of the JOLLY SHERA.LOO, based on a formal-and effective reportinq
procedure maintained by MSC to monitor slow passages and other 
performance deficiencies of its ships, revealed that no slow 
passage or off-hire recommendations were reported for this ship.
Also, the mathodoloqy used by the auditor to calculate ship speed 
was incorrect in that it disregarded ships• loqs, which is the 
primary source of weather conditions and Government diversions 
or orders. 

Another factor relevant to the performance of the JOLLY 
SME:RALDO is that because JOLLY SMERALDO was under charter to MSC 
when the air war commenced, this ship was purposely scheduled 
during two critical periods: the first following Phase I, for 12 
days to await u. s. Army movement from Northam Europe and the 
commencement of Phase II as announced by the President. 
Secondly, in anticipation of further requirements, MSC made a 
decision to postpone redelivery. The ship was redelivered when 
it was determined that its capacity was not needed. 

On pages 33 and 34 of the draft report addresses a slow 
steaming penalty, and states that "For the projected 121 days of 
slow steaming by the FSS costing about $1.2 million, MSC was 
precluded from penalizing the ship operators." As previously
noted, the concept and calculations as asserted in the draft 
report are erroneous. Existing contract provisions and 
performance standards in FSS contracts are adequate to enable MSC 
to make performance deductions if and when appropriate. It is 
recommended this sentence be deleted. 

on paqe 34 the draft report addresses idle ti.ma, and states 
that "Ships lost a projected 1,600 of the available 20,700 
available days, costinq about $20.3 million, because of ship
repairs, off-hire time, and time awaitinq orders." Time awaiting
essential carqo and orders was driven by shoreside loqistics,
i.e., movement of forces and cargo to the ports, and is simply
prudent ship operation. Such time should, therefore, not be 
considered lost. The decisions made resulted in sufficient ships
beinq available to meet specific missions, as requirements
emerged. As noted earlier, CJCS supported this decision. 
Additionally, ship repairs are an unavoidable part of ship
operations. The alternative to preventive maintenance and 
repairs would have bean greater lost or idle ti.ma later, 
resulting in late or non-delivery of vital cargo. 
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In addressinq delays while awaitinq orders, the draft 
report, at paqe 40 and 41, states, "MSC lost a projected 112 sail 
days at a cost of $2.6 million by prepositioninq ships off of 
Europe out of the total projected 611 days of awaiting orders 
delays costinq about $12.S million." This-is a misleading and 
inaccurate statement. Positioning ships in anticipation of the 
President's announcement for Phase II commencement, and for 
Army's movement to the loading ports, was not lost time, but 
rather a cost effective action which improved readiness and ship 
utilization. Not taken into account in the draft report are such 
items as activation costs and voyage costs. These vessels were 
ready to load and sail as soon as cargo was received. With the 
anticipated movement of the 7th Corps, it was logical to position 
ships in anticipation of these massive and urgent requirements. 
Closure was dramatically improved through this action to position 
close to load areas and by eliminating long ballast voyages: 
costs were substantially lower than if the ships had been 
permitted to be redelivered and return to commercial business. 
This decision was supported by CJCS. 

With reference to the monitorinq of ship movements, the 
draft report, at page 42., states, "MSC was hampered in 
monitoring ship movements because the peacetime tracking systems, 
Voyage Information Planning and Analysis system, was not <lDle to 
process classified data." As noted under Finding A, the draft 
report confuses the system used for internal management purposes, 
with that used for tracking of ship movement. 
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POil Ol"PJ:CIAL OSB OllLY 

UNITED STATES TRANSPORTATION COMMAND 

• 

SCOTT Al• IO- llAlla. IW- - 

23 June 1992 

HQ USTRANSCOM Response to DOD IG Audit Of DOD Sealitt 

operations, Code lLC-5001 


Assistant Inspector General for Auditing, Department of 

Defense, DOD IG 


l. We have reviewed the DOD Draft Report, Audit of DOD Sealitt 
Operations and have attached our response. 

2. We have incorporated Military Traffic Management command 
(MTMC), and Military sealift Command (MSC) comments into the 
HQ USTRANSCOM response. 

~~- l AtchLieutenant:~. u.s. Army HQ USTRAHSCOM Response
Deputy Commander in Chief 

cc:: COMSC/NOl 
CDRMTMC/M'l'CS 
HQ USTRANSCOM TCIG 

1!199-!6 (Production & Loqistics)

.4S 0 
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DOD IG AUDIT OF DOD SEALIFT OPERATIONS 

PROJECT NO. lLC-5001 


FINAL DRAFT REPORT, 20 APR 92 

HQ USTRANSCOM COMMENTS 


l. Executiye Snppp•rv. oora 4. "Sufficient U.S. own9d sealift 

waa not mobilized in a t.ime.l.y manner •••• " 


HQ USTRANSCOM COMMENT: This statement is incorrect. Raco-nd 
su1:1atitutinq "Sufficient. u.s. owned surqa •••lift waa not 
available t.o be mobilized". The phrase "in a t.i-ly manner" 
implies that DOD was naqliqent in the acquisition of these ships. 
As requirements developed, appropriate and timalysaalift waa 
marshalled. All suitable and available U.S. flaq commercial 
veaaals ware placed under contract. Because there were 
insufficient U.S. flaq surqe ships available, foreiqn flaq ships 
were utilized. Foreiqn ships ware solicited in support of the 
Gulf War by th• President's international coalition effort. 
Ultimately the 120 day Phase I deployment Plan waa achieved in 93 
days. As hiqhliqhted by the Mobility Requirements Study, a 
dramatic increase in the number of militarily useful u.s. owned 
vessels is needed to avoid reliance on foreiqn f laq ships in a 
future continqency of the magnitude of the Gulf War. 

2. ~· "Sufficient U. s. owned sea.Lift waa not mobilized in 
a ti-ly manner ••.• " 

HQ USTRAMSCOM COMMEllT: see response to itea fl a.bova. 

J. ~· "OOT inaccurately reported the readiness status of 
the RRF to DOD because DOD and DOT had not developed clear 
criteria to define the readiness status of RRF ships." 

HQ USTRAHSCOM COMMEJIT: This statement is incorrect. There is a 
clear criteria for readiness of the RRF which waa eata.blishad .by 
a CNO m8JIO Sar 40/34391820. The reportinq criteria had been 
established to rate ships from C-1 (no mission daqradinq 
deficiencies) to C-5 (schedu.l.ed major repairs in proqres•' unable 
to meat asaiqned readiness criteria). MARAD is required to 
provide readiness information on each ship monthly. Inaccurate 
reportinq existed in MARAD's or MARAD's aqants' reports to the 
Navy because adequate funds tor maintenance and teat activation. 
were not provided. This resu.l.ted in MARAD'a readiness estimates 
bainq made on the ship's last known performance ot equipment,
rather than on actual teats. 

4. f.19L.i. "DOD lost the ability to mobilize about l. 9 million 
square feet of RJUI' sealift capacity durinq Des~rt Shield. and 
relied on foreiqn flag ships to deliver about 6.8 million sqwu:a 
t ..t •••• " 

HQ USTRAHSCOM COMM!!1"1': It is unc.l.ear what the 1.9 million aqwu:a 
feet fiqure refer• to. However, all suitable RRF •••lift 
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cap&Dility wa• utilized as needed. Th• only RRF ships that w.re 
not utiliz9d war• those that were incompatible with the carqo to 
be transported. 

5. Page 14. "However, the DOD controlled sealift was not 
sufficient to meet the surge requirements of De•ert Shield; thu•, 
MSC quickly requested and used commercial u.s. flaq dry carqo
ships and DOT's RRF ships to augment DOD controlled sealift." 

HQ USTRANSCOM COMMENT: The RRF has always been considered a 
viable part of the surge force rather than as an augment to DOD 
controlled sealift. It should also be noted that the RRF is, in 
fact, DOD controlled as per the MCA discussed in the draft. 
conqres• mandated the Mobility Requirements Study (HRS) to 
validate the amount of strategic lift (sea and air) to meet 
future contingencies. The ultimate solution will be dependent on 
the availability of adequate funding. 

6. Paga 14. "Contractual agreements were not obtained by MSC to 
charter the remaining eight u.s. flag owned RORO ships during
Desert Shield." 

HQ USTRANSCOM COMMENT: There were no available suitable U.S. 
flaq ROROS that were not chartered as soon as they became 
available. Soma U.S. flag vessels had bean built as ROROS but 
were subsequently rebuilt/modified so that they no longer are 
militarily useful in a surge requirement. 

7. Page 18. "MSC and DOT did not define how a ship wa• to be 
rated." 

HQ USTRANSCOM COMMENT: This statement is incorrect. Th•r• is a 
clear criteria to define readiness status of RR1' ships. See. 
response to. item 13 above. 

s. Page 19. "Th• DOT and MSC did not adequately test the 
readiness of the RRF ships." 

HQ USTRANSCOM COMMENT: This section should read: "N'avy and DOT 
were provided with substantially las• fund• for maintenance and 
te•t activations than raque•ted. Therefore, oar and MSC ware 
unable to adequately te•t the readin••• of the RR1' ship•.
Fundinq for t••t activations has traditionally received low 
priority in budget allocations." In the budget proc•••• in.itial 
budqet subm.ission• have always requested funds for activation of 
at laa•t 20\ of the RR!' per year. Without this funding, adequate
testing of the readiness of the RRF could not be performed. 

9. Page 29. "overall, we project for the 213 ship• ••• that about 
J,ooo ••. sail days ware lost at a cost of $52.6 million. Of the 
J,000 lo•t sail day•····" 

HQ US'l'RANSCOM COMMEJIT: Aa these state111ents are incorrect, th••• 
two sentence• should be deleted. Slow steaainq is not an issue. 
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"Slow steaminq" fiqures cited in th• draft report are incorrect. 
Th• auditors made their voyaqe calculations based on th• top 
speeds theoretically achievable by qiven ships. After an 
analysis of specific actual voyaqea, th• auditors aaaumed "slow 
steaminq" for any variation from this top speed. Thia reaaoninq 
iqnores the complex trade-offs inherent in maximizinq ship
performance. No ship operator automatically operates ships at 
top speed. Orderinq a vessel to travel at a speed aliqhtly l••• 
than "top speed" results in qreatly diminished fuel conaumpt.ion.
Over th• course of lonq (transatlantic) voyaqe, the fuel 
conserved at reduced speed can avoid fuel-stop delaY8• sustained 
hiqh-speed transits may also be counterproductive because enqin• 
wear, breakdown and other performance problema can result. 
Moreover because of factors like port conqeation, weather, or 
lack of cargo requirements, orderinq a ship at top speed may not 
be advisable. Th••• decisions should be reserved for tha 
operational commander. 

10. Page 30. "On Government-owned, contractor-operated ships, 

such as the FSS, MSC contracted for the crews. 00'1' contracted 

for the crews on RRF ships." 


HQ USTRANSCOM COMMENTS: This is incorrect. Neither MSC nor DOT 
contracted directly for ship crews. Contracts were entered into 
with ship operators, who employed and provided crtnf9 as part of 
their overall responsibility to operate and maintain th• ships. 

11. Page 30. "Idle time occurred•••due to collll&Dd decisions (a 
ship) was unable tom-tits mission (awaiting orders)." 

HQ USTRANSCOM COMMEM'l': This stat-nt is mJ.al•adJ.nq. Ship• 
spent time awaitinq anticipated direction, to provide ennanced 
readiness to m-t the developinq requirements. Thia co-.u:t 
decision was supported by CJCS and did not impact unfavorably on 
mission requir...nts. This strateqy was more coat effective than 
redeliverinq exiatinq charters or deactivatinq RR!' ships when 
they were anticipated to be needed for the next phase. Thia 
strateqy resulted in havinq the resources needed for Phase II 
readily available. 

l:Z. Page 30. "Thi• system, however, did not provide data at th• 
·same 	level of detail as th• peacetillle trackinq sv-t-. makinq it 
difficult for MSC to effectively monitor ship performance." 

HQ USTRANSCOM COMMEJl'l': Thia stat-ant i• incorrect. V•s••l• 

were effectively tracked usinq position reports and other data 

maintained by MSC's Comaand and Control Center such as JOP!S and 

JVIDS. Th• spreadsheet discussed in this sec~ion w- used for 

internal manaq...nt (i.e., schedule planninq, ship availability, 

aasiqnmenta, proqraa information), not for trackinq. 
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13. Page 31. "MTMC translated this data (carqo data in th• 

JOPESJ into the nWlll:ler of ships needed•••• " 


HQ USTRANSCOM COMMMEMT: This statement is incorrect and should 
be chanqed because MSC, not M'l'MC, translate• the data into th• 
nWllDer of ship• required. 

14. Page 31. "DOD lost a projected 1,400 days, costing 
approximately $23.4 million, of 20,700 available days because 
ship operators traveled at less than ~ontracted or registered 
speeds." 

HQ USTRANSCOM COMMENT: This is an incorrect statement. 
"Reqistered speeds" is not a term used in MSC or RRF contracu. 
However, certain types of charter contracts do identify 
"warranted speeds." MSC directed "best speeds" for better 
performance. This does not translate into slower speeds but is 
commensurate with a ship's and a crew's capabilities. Aa 
mentioned earlier, some vessels were older vintaqe, therefor• the 
speed obtainable relied on enqine conditions both in fair weaeher 
and in rouqh seas. It is not prudent in moat cases to attempt to 
run a vessel at a fast speed when the results could have b.,n 
loss of an enqine, requirinq transfer of carqo to another ship to 
complete the mission. Additionally, steaainq at full speed, only 
to reach a port that was not ready to upload or download the 
carqo due to port conqestion or encounter a situation where carqo 
was not yet avail&Ole, would have resulted in additional fuel 
and/or port expenses and was considered counter•productive. It 
is not prudent to run ships at higher than necessary •peed•
throuqh adverse weather conditions. Speeds were also adjusted to 
m.,t sue:& Canal convoys. Virtually all carqo arrived aately, 
undallaqed and on time. 

15. Page 32. "Foreiqn flaq ships incurred a projected 625 days 
in slow steaainq •••• " 

HQ USTRANSCOM COMMER'l': Re~-•nd that this sentence be deleted. 
The auditors• definition of slow steaainq is incorrect aa 
discussed in it- t9 above. 

16. Pag11 32-33. "For example, durinq 164 days under MSC 
contract, the JOLLY SMERALCO ••• incurred 27 days of slow steuu.nq 
time•••• " 

HQ USTRANSCOM COHMIR'l': This is an invalid conclusion baaed on 
inaccurate information. The reference• to JOI.LY SMERALDO should 
be deleted. our inveatiqation of this ship's performance r.,,..l• 
that: a. No slow paaaaqe or off-hire recomaendationa were 
reported for this ship. MSC maintain• a formal and effe"ive 
reportinq procedure to monitor slow passages and other 
performance deficiencies of its ships; b. The auditors• 
methodoloqy used to calculate ship speed (which ia described at 
paqes Jl-32) i• incorrect. Thia methodoloqy disreq&rda ship•• 
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loqs, which is th• primary source of w..ther conditions and 
Government diversions/ordersi and c. Because JOLLY SMERAI.DO was 
under charter to MSC when the air war commenced, this ship waa 
purposely scheduled durinq two critical periods; the first 
followinq phase I, for 12 days to await U.S. A%'JllY movement froa 
Northam Europe and the commencement of phase II as announced by
the President. secondly, in anticipation of further 
requirements, MSC made a decision to postpone redelivery. Th• 
ship was redelivered when it was determined that its capacity was 
not needed. 

17. Page 34. "For the projected 121 days of slow steuunq by 
the FSS costinq about $1.2 million, MSC was precluded from 
penalizinq the ship operators." 

HQ USTRANSCOM COMMEN'l': Recommend that this sentence be deleted. 
Existinq contract provisions and performance standards in FSS 
contracts are adequate to enable MSC to maxe performance
deductions when appropriate. As mentioned in item •9 above, the 
"slow steaminq" asserted in the draft report waa calculated 
erroneously. 

18. Page 34. "Ships lost a projected 1, 600 of the available 
20,700 ava.i.la.ble days ••• because of ship repairs, off-hire time, 
and time awa.i.tinq orders." 

HQ USTRANSCOM COMMEl'IT: Tim• awaitinq essential carqo and ord•r• 
was driven by shores.i.d• loqistics, i.e., mov...nt ot forces a.net 
carqo to the ports, and should not be considerec:a lost. It is 
simply prudent ship operation. Decisions made resulted in 
sufficient ships beinq available to m..t specific auss1ons, as 
requirements emerqed. A9 noted above, this decision was 
supported by CJCS. Ship repairs are an unavoidADle part of ship
operations. The alternative to preventive lllllintenanc• and 
repairs would have been greater lost or idle time later, 
resultinq in late or non-delivery of vital carqo. 

19. Pag11 40-41. "MSC lost a projected 112 sail days at a cost 
of S2.6 million by prepositioning ships off of Europe out of the 
total projected 611 days of awaiting orders delays costing &boat 
S12. 8 million. " 

HQ US'l'RARSCOM COMMEH'l': This is a misleadinq and inaccurate 
state-nt. Th• time asserted to be lost was not. Poaitioninq
ships in anticipation of the President•s announc...nt for Ph.as• 
II to co11111Wnce and for Army's movement to the loading ports vaa 
cost effective because it improved readiness and ship
utilization. Not taxen into account are such it... es activation 
cost• and voyaq• costs. Th••• vessel• were ready to load and 
sail as soon a• carqo was received. With the anticipated 
mov...nt of th• 7th corps, it was logical to position ship• in 
anticipation of th••• massive and urqent requir...ncs. Clos11r9 
was dramatically improved through this action to position clo•• 
to load areas and by elilllinatinq lonq .ballast voyaqes1 cost• were 
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sub•tantially lower that if the ship• had b..n permitt9d to be 
redelivered and return to commercial .bus1nesa. This decision waa 
supported by CJCS .. noted GOVe. 

20. Page 42. "MSC wo• hampered in monitorinq ship move-nt •••• " 

HQ USTR.\NSCOM COMMENT: See response to item 112 al>ove. 

21. Page 43. Rec:omndation lo. A8•istant Secretary of Defense 
(P5L), in coordination with appropriate Department of Defense 
offic••• neqotiat• with Department of Transportation to revise 
the Memorandum of Aqre-nt .betw..n th• Department of Defense and 
th• Department of Transportation to: 

a. Include contract provisions for RRF ships to e•tatllish 
steaainq speeds, and to max• payment deductions when slow steaa
inq occurs. 

b. Designate Military Sealift Command as the administrative 
contractinq officer when RRF ships are under MSC's ,operational
control to qiv• MSC th• authority to lllAJc• payment deductions for 
slow steAllinq and off-hire time. 

HQ USTRAllSCOM COMM!RTS: Concur in part. HO USTRARSCOM concurs 
with th• need for DOD and DOT to discuaa and ••tabli•h a mutually
satisfactory MOA. Nonconcur with the recOllm8lldation to include 
contract provisions for steaminq speeds .because it is not alw•Y8 
practical. MAR.AD should, however, include enforceable provi•ions
in their contracts which peEm.tt th• withholdinq of payment•if 
ship• cannot perform their mia•ion du• to th• fault of th• 
contractor. Th• contracts should set forth a clearly defined 
performance worx stat...nt. The methods of accQllPliahllent can be 
left to the operator's inqenuity, but th• operator's •ntitl...nt 
to payment mu•t b• linJc:ed to th• achieve..nt of th• contractually
estatilish9d performance obliqations. 

22. Page 14. Recomndation 2. Comnder, Military Sealift 
Command should include provisions in contract• with ship
operator• of th• ta•t s..lift ship• and maritime prepositio1Un9
ship• to eetatlli•h steaainq speed.a, and to lllAlce payment
d9ductions when slow steuun9 occurs. 

HQ USTRAllSCOM COMMllft'S: Nonconcur. Ship operators should not 
aut011Atically operate ships at top speed. Orderinq a v••••l to 
travel at a speed sliqhtly le•• than "top speecl" re•ults in 
greatly diminished fuel consumption. over th• coarse of lonq
(transatlantic) voyaqe, the fuel conserved at reduced speed can 
avoid fuel-stop delays. Sustained hi9h-speeci'trant1it• may al•o 
be counterproductive because enqin• w-r. breaXdown. and other 
perfonumce probl... can result. Moreover bec:Aus• of factors 
like port congestion, weather, or lac~ of carqo requir...nts, 
orderinq a ship at top •P89d may not be advisable. Th••• deci
sions should be reserved for the operational comaander. 
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23. Pase H· Recommendation J. DOD IG rec:omnded Comander in 
Chief, u.s. Transportation command, develop a single syat.. that 
is capaJ:>l• of identifying the amount of Depertment of Defense 
cargo requiring sealift for forces d••iqnated by the Joint Chiefs 
of Staff for deployment and tracking ship move..nts in either 
peacetime or wartime. 

HQ USTRANSCOM COMMEM'l': concur. HQ USTRANSCOM is the lead agency
in developing a Global Transportation Network (GTR) to correct 
the problem of inadequate intransit visibility of cargo and 
personnel. GT1' will provide transportation data to the Joint 
Operation Planning and Execution Syst.. (JOP!S). GTR Ver•ion 
2.1, scheduled for fielding in 1QtrFY9J, will provide an initial 
integrated intransit visibility capability. GT1' V•r•ion 2.2, 
scheduled for fielding in 3QtrFY93, will provide unclassified, 
summary-level movement data to JOP!S. The Integrated Vessel 
Information and Planning System (IVIPS) is d••iqneci to provide
inteqratecl peacetime and mobilization information sy.tems support
for MSC's transportation mission. MSC, as th• lead agency, is 
correcting the problem of IVIPS not being able to process classi 
fied ship movements. Plans are underway for IVIPS to operate in 
an unclassified mode during peacetime and migrate to secret 
during contingencies and wartime. GT1' Version J.O, scheduled for 
fielding in 1QtrFY94, will support a classified interface between 
GTrf and JOPES and well as both unclassified and cl•••ifiad 
interface• between GT1' and IVIPS. 

24. Page 50. Recowndation 1. COD IG recoimend9d that 
Commander, Military Sealift command should establish control• 
that require the Payment Certification and Di•bur•inq Directorate 
to ensure that off-hire deductions, approved by contracting
officer•, are ta.ken. Additionally, require the contracting
officer to validate that the off-hire deductions are taken before 
contract f il•• are closed. 

HQ US'l'RAHSCOM COMMEMTS: concur. MSC has improved controls to 
ensure that off-hire deductions, approved by contracting offi 
cers, are ta.ken. Th• Payment Certification Division is required 
to notify th• contracting officer when the deduction i• ta.ken. 
These controls have been imple..nted. A procedure ha• also been 
impl...nted wheZ"eby the contracting officer validate• that all 
off-hire decluc:t1on. are ta.ken before contract file• are clo•9d. 
Contracting officer• request and the Payment Certification 
Divi•ion provide• •WllllrY data on off-hire deductions on all 
contract• prior to clo•inq contract fil••· 

25. Page 50. Reco...ndation 2. Commander, Military sealift 
Command should recoup the estimated $392,000.in overpayaent• to 
operator• of Government ship• controlled by Military Sealift 
Co-..nd during Operation DESERT SHIELD. Additionally, review 
other payments to operators of ships u•ecl during Operation DESERT 
SHIELD for similar overpayments. 
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HQ USTRANSCOH COHMEN'l'S: Concur in part. Th• $392,000 is an 
extrapolation of potential overpaymenta baaed on a sample. MSC 
can only deduct for actual overpayments. The amount of overpaym
ents specifically identified was $196,000. The $196,000 identi 
fied as overpayments to operators of government ships has been 
recouped. Additionally, reviews of other potential overpayments 
to operators of ships used during Operation DESERT SHIELD has 
been initiated and deductions made, as appropriate. 

26. Page 57. Recommendation la. and lb. DOD IG recownd'9d 
Commander, Military Traffic Manaqement Command develop and 
include in the MTMC Transportation Engineering Agency Pamphlet
700-2 an overall planning estimate of the amount of time needed 
to move dry cargo ships through ports. This overall estimate of 
port time should include: 

a. An estimate, by type of ship, of th• time needed to load 
carqo adjusted to reflect experience gained during Operation
DESERT SHIELD. 

b. A composite factor reflecting the average time con.sWIUld 
by events in port other than loading. 

HQ USTRANSCOM COMMERTS: Concur. The revised M'1'MC'l'!!A Publication 
700-2 has been prepared and is currently being coordinated within 
DOD. The revised pu.blication will b• baaed on th• experience
gained during Operations DESERT SHIELD/DESERT STORM and will 
include factors reflectinq the average time consumed by events in 
port other than ship loading. Expected distribution date tor th• 
pamphlet is 30 S•P 92. 

27. Page 58. Recommendation 2a. and 2b. DOD IG recownded 
commander, Military Traffic Manag...nt command develop and 
include in th• M'1'MC Transportation Engin..ring Agency Pamphlet
700-2 a separate planning estimate of the amount of time needed 
to move ammunition ships through ports. This overall estimate of 
port time should include: 

a. An estimate, by type of ship, of the ti- needed to load 
carqo adjusted to reflect experience gained during Operation
DESERT SHIELD. 

b. A composite factor reflecting the average·t1- conaUlled 
by events in port other than loading. 

HQ USTRANSCOM COMMERT: Concur. Separate planning estimates tor 
&11DU11ition ship• will b• included in M'l'MCTEA 700-2 pamphlet.
Expected distribution date for the pamphlet is 30 Sep 92. 
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28. Page §4. Rec:owndations la. and lb. DOD IG racomended 

Colllllllnder in Chief, u.s. Transportation Co11111&nd, should develop 

an agreement with th• Co11111ander in Chief, U.S. Central Command 

providing MTMC th• authority to est&Dlish controls that would 

ensure intransit accountability over DOD cargo during a 

deployment. This agreement should include controls to ensure 

that: 


a. Cargo manifests from the seaport of embarkation arrive 

at th• seaport of decarkation prompt enaugh to perform a recon

ciliation of cargo off-loaded. 


b. The seaport of debarkation personnel reconcile carqo
off-loaded with the manifests from the seaport of embarkation and 
send reconciliation messages containing unresolved discrepancies 
to the applic&Dl• seaport of embarkation to identify shortages
and to take further follow-up action. 

HQ USTRAHSCOM COMMEMTS: Concur. HQ USTRANSCOM is currently
staffing propoeed language which addr••••• MTMC's reeponeibility
for terminal operations within the USCENTCOM AOR. Thia lanquage 
once approved, will be incorporated into a draft Command Arrange
ments Agreement (CAA) and forwarded to USCENTCOM for cement by 1 
Jul 92. The anticipated completion date of this CAA is l act 92. 
Establishment of this agreement, which acknowledge• MTMC's 
responeibility for teE!Rinal operation• should eliminate command 
and control probl... experienced during Operations DESERT SHIELD 
and DESERT S'l'OJUI. This agree..nt will ensure that a single
orqanization has the reeponeibility/author·ity for port operations
and intranait accountability of DOD cargo during deployment.
This agre...nt, however, will not a1raviate the communication 
probl... or hardW•re shortfalls that contributed to cargo ac
countability probl... experienced during DESERT SHIELD/STORM.
Inadequate c01111111Dication support to the 7th Transportation Group 
at th• ports of deJ:larJtation wae the primary cause ot proal... 
with the reception of manifest data. Poor quality telephone
line• within the D....n port prevented aucceesful data tranea.ts
sion directly to the computers processinq manifest data. Despite
repeated requests to the theater co111111Unications COllmAJld by the 
7th Tranaportation Group, a data grade circuit linking th• port 
to th• collllUllications facilities at Dhahran wae not eet&Dlished 
until May 91. We eugqeet that CIMCl'OR upgrade the orqanic
communication• capability of the 7th Transportation.Group eo they 
can establish connectivity with M'1'MC for manifeet translliesion 
early in a deployment. Theater CIHCs ehould review cOll8Ullication 
plane to ensure adequate support is provided for WU.t• operating 
ports of debar.kation within their respective AOR9. Without 
adequate co111111111ication linlte, no command or control structure or 
syat.. can effec:tively carry out their aeaigned llliasion. 
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29. page 64. Rec:o-•ndation 2. DOD IG rec:maended Commander in 
Chief, u.s. Transportation command, upgrade the hardWare 
capabilities of the Loqistic:s Application of Aut011ated Markinq 
and Readinq Sym.boloqy (LOGMARS) computer hardware to ac:c:ommodat• 
a sim.ilar volume of carqo as that moved in Operation DESERT 
SHIELD at both th• seaport of elllOarkation and th• •••Port of 
debarkation. 

HQ USTRANSCOM COMMENTS: Concur in part. HQ US'l'RANSCOM supports
the rec:o-.ndation to have adequate hardware capabilities to 
support the LOGMARS reqardles• of the enviro1111ant, i.e., DESERT 
SHIELD. Nonconcur with the reco-endation for HQ US'l'RAHSCOM to 
upgrade hardware capabilities of LOGMARS. It is the Services 
responsibility to train and equip their orqanizations. Th• 
Worldwide Port System (WPS), under development by M'l'MC and 
planned for fialdinq in 1993, will replace existinq hardWare and 
software used for cargo documentation and provide transportation
data to the Global Transportation Network (GTlf) in support of 
carqo intransit visibility (ITV). The fieldinq of WPS will 
eliminate the data volume problems experienced during OPERATIONS 
DESERT SHIELD/STORM. 
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AUDIT RESPONSE TO MANAGEMENT COMMENTS ON THE FINDINGS 


This section contains extracts from the Assistant Secretary of 
Defense {Program Analysis and Evaluation), Navy and TRANSCOM 
comments on the findings as presented in a draft of this report 
and our responses to those comments. Management comments on the 
recommendations and potential monetary benefits are addressed in 
Part II of this report. 

Finding A. Sealift Capability 

The Navy provided comments on behalf of the Chief of Naval 
Operations. TRANSCOM also provided unsolicitated comments to the 
draft report similar to the Navy's. We have responded to the 
Office of the Secretary of Defense and Navy comments. 

Assistant Secretary of Defense Comments 

The Assistant Secretary of Defense (Program Analysis and 
Evaluation) provided unsolicited comments to the finding. He 
recommended that the finding be deleted due to our misconception 
of the National Security Sealift Policy. He ,stated that the 
policy is intended to ensure that sufficient capacity is 
available to meet sealift requirements in the event of a crisis 
or war. {The policy does not detail how to respond to specific 
contingencies.) 

Additionally, Desert Shield and Desert Storm were a coalition 
effort and a unilateral U.S. response was not necessary. There 
was sufficient long-term, suitable U.S. -owned sealift capacity 
available to meet Desert Shield and Desert Storm requirements if 
U.S.-owned ships had been outfitted with seasheds and flatracks, 
which are used to store military vehicles on container ships. 
However, the cost of outfitting U.S. commercial ships would be 
significantly more than the cost of using foreign flag ships. He 
added that the audit was correct in noting that U.S. commercial 
ships were not readily available for surge cargo shipments. 

Navy Comments 

The Navy believed our statement, "Sufficient U.S. -owned sealift 
was not mobilized in a timely manner to unilaterally meet surge 
requirements . " was incorrect. It recommended that this 
statement be changed to read "Sufficient u.s.-owned surge sealift 
was not available to be mobilized." It stated that our use of 
the phrase "in a timely manner" implies DoD' s negligence in 
acquiring sealift. It stated that foreign flag ships were used 
because there were insufficient U.S. flag surge ships available. 
All suitable and available U.S. flag commercial vessels were 
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placed under contract. As highlighted by the Mobility 
Requirements Study, a dramatic increase in the number of 
militarily useful U.S.-owned vessels is needed to avoid reliance 
on foreign flag ships in a future contingency of the magnitude of 
the Gulf War. 

Audit Response 

We maintain that the National Security Sealift Policy is intended 
to ensure that sufficient u.s.-owned sealift capacity is 
available to unilaterally meet threats to U.S. interests, such as 
those encountered during Desert Shield and Desert Storm. DoD 
used foreign flag ships to meet surge requirements of Desert 
Shield because sufficient U.S.-owned sealift could not be readily 
mobilized to meet the immediate need. Although a few foreign 
flag ships were donated for the United states to use, most 
foreign flag ships had to be chartered in the open market at 
market prices. If the foreign flag ships had not been available, 
the United States could not have responded as effectively as it 
did to the initial surge requirements of Desert Shield. 

Having sufficient u.s.-owned sealift is not enough. The ability 
to quickly mobilize a significant portion of U.S. sealift 
capacity is critical if the United states has to unilaterally 
respond to threats to U.S. interests. Having to rely on sealift 
capacity outside the control of the United States could limit its 
options. The finding shows that improvements can be made in the 
makeup and mobilization of u.s.-owned sealift capability to 
reduce reliance on foreign flag ships to respond to future 
threats to U.S. interests of the magnitude of Desert Shield and 
Desert Storm. 

We agree with the Navy position that DoD could not respond 
unilaterally to meet the surge requirements of Desert Shield 
because sufficient U.S.-owned sealift was not available. We have 
clarified the finding to show this. We also agree with the 
Assistant Secretary that the U.S. commercial sealift, which could 
have responded through the use of seasheds and flatracks, was not 
readily available for surge cargo shipments. Therefore, foreign 
flag ships were used because they could respond immediately to 
the mobilization need. 

Navy Comments 

The Navy disagreed with the draft report statement, "DOT 
inaccurately reported the readiness status of the RRF to DoD 
because DoD and DOT had not developed clear criteria to define 
the readiness status of RRF ships." The Navy stated that clear 
criteria is already established in a Chief of Naval Operations 
memorandum, dated May 17, 1983. 
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Audit Response 

We do not agree that the Chief of Naval Operations memorandum 
provides adequate criteria that must be met to justify the 
specific readiness status reported by DOT for RRF ships. We 
addressed this issue in more detail in the audit response to 
Recommendation A.1. (page 17). 

Navy Comments 

The Navy commented on the finding statement, "DoD lost the 
ability to mobilize about 1.9 million square feet of RRF sealift 
capacity during Desert Shield ... " The Navy stated that it was 
unclear what the 1.9 million square feet referred to. It added 
that all suitable RRF ships were used as needed and the only RRF 
ships not used were those that were incompatible with the cargo 
to be transported. 

Audit Response 

The 1.9 million square feet of ship capacity represents the U.S.
owned sealift capacity lost because of late activation of RRF 
during Desert Shield, which increased the need to use foreign 
flag ships to meet initial surge dry cargo requirements. A 
further explanation is included in the discussion of Finding A 
(page 12) . 

Navy Comments 

The Navy commented on the finding statement, "However, the DoD 
controlled sealift was not sufficient to meet the surge 
requirements of Desert Shield; thus, MSC quickly requested and 
used commercial U.S. flag dry cargo ships and DOT's RRF ships to 
augment DoD controlled sealift." It stated that the RRF is 
considered a viable part of the surge force, rather than an 
augment to DoD controlled sealift. It added that the RRF is DoD 
controlled as stipulated in the Memorandum of Agreement. 

Audit Response 

The report statements are not incorrect or misleading. The RRF 
is not under DoD's operational control until it is activated. 

Navy Comments 

The Navy commented on the draft report statement, "Contractual 
agreements were not obtained by MSC to charter the remaining 
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eight U. s. flag owned RORO ships during Desert Shield." It 
stated that there were no suitable U.S. flag ROROs that were not 
chartered when they became available. 

Audit Response 

We agree with the Navy comments and have revised the finding to 
state that eight U.S. flag ROROs were not chartered because these 
ROROs were identified by the Navy and TRANSCOM as not being 
militarily useful for surge cargoes. 

Navy Comments 

The Navy commented on the draft report statement, "The DOT and 
MSC did not adequately test the readiness of the RRF ships." 
They recommended the alternative statement that the RRF could not 
be adequately tested because the DOT and the Navy were provided 
with substantially less funds than requested. 

Audit Response 

We did not revise our statement. The adequacy of funding issue 
was addressed in the draft and final report. We noted that a DOT 
Inspector General report stated that the maintenance and 
operations account for the RRF had been reduced by approximately 
$60 million in FY 1990 (page 9). 

Navy Comment 

The Navy commented on the draft report statement, "Of the eight 
Navy shipyards ... only one (Philadelphia Navy Shipyard) performed 
any RRF activation work." It stated that it was incorrect 
because Mare Island Naval Shipyard performed activation work on 
the DOT RRF ship, Shoshone. 

Audit Response 

The final report was changed to specifically identify RRF 
activation work performed on dry-cargo ships to meet surge cargo 
requirements. The Shoshone is a tanker and was assigned to 
support the Navy fleet. 
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Finding B. Sealift Operations 

TRANSCOM provided comments on behalf of MSC. The Navy also 
provided unsolicited comments to the draft report, similar to 
TRANSCOM's comments. We have responded to TRANSCOM's comments. 

TRANSCOM Comment 

The slow steaming figures cited in the draft report are incorrect 
and should be deleted. Slow steaming is not an issue. The 
auditors made their voyage calculations based upon top speeds. 
Ship operators should not automatically operate at top speed 
because of potential performance problems. Speed decisions 
should be the responsibility of the operational commander. 

Audit Response 

The slow steaming figures stated in the report are correct. Slow 
steaming increased the time required to deliver urgently needed 
military cargoes and increased costs. We did not use top speeds 
during our voyage calculations. We used registered speed for 
government ships and contracted speed for commercial ships. We 
allowed 10 percent additional sailing time for unforeseen 
difficulties, 1 full day for each canal transit, and time for 
other documented delays, such as bad weather, in our calculations 
of slow steaming for our sample ships. Even with these 
allowances, we projected that DoD lost 1,400 sail days costing 
about $23. 4 million because of slow steaming of ships during 
Desert Shield. 

TRANSCOM Comment 

The draft report statement, "On Government-owned, contractor
operated ships ... MSC contracted for the crews. DOT contracted 
for the crews on RRF ships." is incorrect. Neither MSC nor DOT 
contracted directly for the ship crews. Contracts were entered 
into with ship operators, who employed and provided crews as part 
of their overall responsibility to operate and maintain the 
ships. 

Audit Response 

This final report has been revised to show that MSC and DOT 
generally contracted for ship operators, who contracted for ship 
crews. 

119 




AUDIT RESPONSE TO MANAGEMENT COMMENTS ON THE FINDINGS (cont'd) 

TRANSCOM Comment 

TRANSCOM disagreed with the draft report statement, "Idle time 
occurred ... due to command decisions [a ship] was unable to meet 
its mission (awaiting orders)." The command decision to have 
ships awaiting anticipated directions enhanced readiness, was 
cost-effective, and was not idle time. 

Audit Response 

We showed in the draft and final report that some idle time was 
caused by the command decision to preposition ships in 
anticipation of moving U.S. Armed Forces out of Europe. This 
idle time could have been unavoidable because European units were 
not poised to deploy to another theater. The draft and final 
report identified the duration and costs of idle time related to 
command decisions. 

TRANSCOM Comment 

TRANSCOM disagreed with the statement, "This system, however, did 
not provide data at the same level of detail as the peacetime 
tracking system, making it difficult for MSC to effectively 
monitor ship performance." Ships were effectively tracked using 
position reports and other data maintained by MSC's Command and 
Control Center. The spreadsheets discussed in the draft report 
were used for internal management (that is, schedule planning, 
etc.), not for tracking. 

Audit Response 

MSC's Voyage Information Planning and Analysis System, its 
automated tracking system, was abandoned during Desert Shield 
because it could not handle classified information. As a result, 
MSC primarily relied on manually obtained ship position reports 
to track ship movements. These position reports were 
sporadically provided by ship operators during Desert Shield. 
TRANSCOM is developing the GTN to improve tracking of ships 
movements, for future contingencies. 

TRANSCOM Comment 

TRANSCOM disagreed with the draft report that MTMC translated 
cargo data into the number of ships needed and arranged to move 
the cargo through the ports. It recommended that the statement 
be changed because MSC, not MTMC, translates the data into the 
number of ships required. 
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Audit Response 

The final report has been revised to reflect that during Desert 
Shield, MTMC and MSC coordinated to translate requirements data 
into the number of ships required to move cargo through the 
ports. 

TRANSCOM Comment 

The various statements in Finding B concerning lost sail days 
from slow steaming are incorrect. MSC directed best speed for 
better performance commensurate with a ship's and crew's 
capabilities. We recommend that the statements concerning the 
slow steaming of the foreign flag ships be deleted. 

Audit Response 

The statements concerning lost sail days due to slow steaming are 
correct. We addressed this issue in our response to Recommen
dations B.1. and B.2. (pages 27 through 29). 

TRANSCOM Comment 

TRANSCOM disagreed with the draft report finding statement, "For 
example, during 162 days under MSC contract, the Jolly 
Smeraldo ... incurred 2 7 days of slow steaming time .... 11 The 
conclusions about the Jolly Smeraldo's slow steaming time are 
invalid conclusions based on inaccurate information and should be 
deleted. TRANSCOM's investigation of this ship's performance 
reveals that no slow steaming or off-hire recommendation were 
reported. MSC postponed redelivery of the ship until it was 
determined that its capacity was not needed. 

Audit Response 

Our conclusions are based on data obtained during the audit, 
which was provided by MSC prior to issuing the draft report. We 
agree that MSC did not report any slow steaming or off-hire 
recommendations for the Jolly Smeraldo. However, we found that 
this ship incurred 27 days of slow steaming due to operating at a 
reduced speed. 
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TRANSCOM Comment 

TRANSCOM recommended deletion of the draft report statement, "For 
the projected 121 days of slow steaming by the FSS ... , MSC was 
precluded from penalizing the ship operators." It stated that 
the existing contract provisions and performance standards in the 
FSS contracts are adequate to enable MSC to make performance 
deductions when appropriate. 

Audit Response 

We disagree with TRANSCOM; contract provisions are not 
adequate. Our response to Recommendation B.2. addresses this 
issue (page 29) . 

TRANSCOM Comment 

TRANS COM commented on the draft report statement, "Ships lost a 
projected 1,600 of the available 20,700 available days ... because 
of ship repairs, off-hire time, and time awaiting orders." It 
stated that time awaiting essential cargo and orders were driven 
by shoreside logistics, and should not be considered lost. It is 
simply prudent ship operation. Ship repairs are an unavoidable 
part of ship operations. 

Audit Response 

The finding shows that during Desert Shield, ships experienced 
significant amounts of idle time. DoD needs stronger contractual 
provisions to take payment deductions from ship operators when 
unnecessary idle time occurs. 
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