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Office of the Inspector General, DoD 

Report No. 96-095 	 April 17, 1996 
(Project No. 6LH-9005) 

Defense Reutilization 
and Marketing Service 

Executive Summary 

Objectives. We conducted an evaluation, originally termed an inspection, of the 
Defense Reutilization and Marketing Service (DRMS) from February to April 1995. The 
purpose of our evaluation was to determine the effectiveness and efficiency of the 
management programs and administrative processes used by the DRMS to support its 
mission. Our efforts focused on three major areas: 

• organization requirements, plans, and resources; 

• internal management and administrative programs; and 

• internal oversight and control mechanisms. 

Evaluation Results. We noted several positive aspects in the management of the 
organization. The DRMS had established a clear vision for change. Overall, DRMS has 
effective processes for civilian personnel management, contract management, mission 
requirements determination, and safety and health management. We noted the following 
specific areas where improvements in the command's management processes were 
warranted. 

•• 	Manpower Requirements. The DRMS needed to change its manpower requirements 
determination process to meet the changing needs of the organization. 

• 	 We recommend that the Commander, Defense Reutilization and Marketing 
Service, conduct and use efficiency and manpower reviews to determine 
organization manpower requirements; and develop and implement procedures to 
ensure that workload and manpower measurement data reflect current 
operations . 

.. 	Financial Management. The DRMS internal and external financial operating 
procedures needed improvement. 

• 	 We recommend that the Commander, Defense Reutilization and Marketing 
Service improve internal processes and work with the Defense Finance and 
Accounting Service to eliminate all financial transaction processing backlogs; 
reconcile and correct unliquidated obligations; and ensure all parties agree and 
formalize the Defense Finance and Accounting Service continuity of operations 
plan. 

.. 	Military Drug Abuse Testing. The DRMS did not have an effective military drug 
abuse testing program. 

• 	 We recommend that the Commander, Defense Reutilization and Marketing 
Service, implement management processes and mechanisms to ensure that the 
drug abuse testing program has adequate oversight, and is administered 
appropriately. 



•• 	Property Accountability. The DRMS did not have an adequate property 
accountability system for its internal property. 

• 	 We recommend that the Commander, Defense Reutilization and Marketing 
Service, take an inventory and establish hand receipts for property held by 
managers and forward all hand receipts to the accountable property officer; 
account for all property on the Defense Reutilization and Marketing Service 
property book; ensure all automated data processing equipment is properly 
safeguarded and accounted for; and establish and use a comprehensive and 
reliable automated data processing equipment property accountability system 
that includes the capability to identify property location . 

.. 	Internal Management Control Program. The DRMS internal management control 
program needed improvement to ensure that weaknesses are identified and corrective 
actions are implemented properly. 

• 	 We recommend that the Commander, Defense Reutilization and Marketing 
Service, give more emphasis to the internal management control program 
coordinator roles and responsibilities; update the Defense Reutilization and 
Marketing Service assessable units listing and conduct risk assessments as 
processes or procedures are implemented; and follow up to ensure that 
corrective measures are implemented. 

Management Comments. The DRMS responded to all of the recommendations 
through the Defense Logistics Agency. The Principal Deputy Director, DLA, concurred 
with the intent of the recommendation to conduct efficiency and manpower reviews, but did 
not specifically address the recommendatation. Instead, management replied that DRMS is 
continuously reengineering the way of doing business and the way of determining 
manpower requirements and procedures to ensure workload data and manpower data reflect 
current operations. Regarding financial management recommendatations, the DLA partially 
concurred, stating that in a December 7-9, 1995, agreement, DFAS-Columbus and DRMS 
jointly agreed to research and process the backlog of financial transactions. The DRMS 
backlog was cleared on February 29, 1996. Also, DRMS suspended efforts for establishing 
a concept of operations plan with DFAS, instead relying on a formal written agreement 
between DLA and DFAS. 

The DLA agreed that DRMS should establish a military drug abuse testing program. 
Regarding property accountability recommendations, DLA partially agreed, stating that 
DRMS had updated hand receipts, safeguarded and accounted for automated data processing 
equipment, and that it would begin using the Defense Property Accountability System in 
March 1996. Finally, DLA stated that internal management control program 
recommendations identified in the draft report were either in the process of being fixed 
during the time of the evaluation or were fixed by August 1995. See Part III for a 
discussion of the management comments and Part IV for the full text of management 
comments. 

Audit Response. The DLA comments were partially responsive. Due to the elapsed 
time since the inspection and the emergence of factors such as intensified consideration of 
privatization alternatives related to DRMS, no further response is required. 

ii 
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GOAL The goal of our evaluation was to evaluate the efficiency and 
effectiveness of the processes and mechanisms used by the 
Defense Reutilization and Marketing Service (DRMS) to manage 
resources; provide effective internal management and 
administrative programs; and provide oversight. Specific 
objectives were to: 

OBJECTIVES • • 	 Evaluate the adequacy of the processes and mechanisms 
used to identify DRMS mission requirements, and to plan, 
acquire, and organize resources to meet those 
requirements. 

.. 	Evaluate the efficiency and effectiveness of DRMS 
internal management and administrative programs, 
policies, and practices for: 

• civilian personnel management 

• contract management 

• financial management 

• information resource management 

• logistics and supply management 

• military personnel management 

• safety and health 

.. 	Evaluate the adequacy of DRMS oversight and internal 
management control processes. 

SCOPE AND 
METHODOLOGY 

We reviewed applicable laws, DoD regulations, and Defense 
Logistics Agency (DLA) and DRMS policies, procedures and 
regulations. We also compared DRMS operations with best 
business practices, and performed an evaluation of how managers 
have incorporated the objectives of the Defense Performance 
Review. 

To gain an understanding of how the DRMS operates, we 
collected copies of DLA and DRMS reports, meeting notes, and 
files primarily from FYs 1994 and 1995. From February 
through May 1995, we interviewed personnel assigned to the 
headquarters elements at Battle Creek, Michigan; the operations 
centers at Columbus, Ohio, and Ogden, Utah; the International 
Sales Office at Memphis, Tennessee; and eight different Defense 
Reutilization and Marketing Offices (DRMOs) located throughout 
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PART I-INTRODUCTION 

the continental United States. In addition, we distributed an 
organizational management information query to personnel within 
the DRMOs to determine the degree of satisfaction with support 
functions. We distributed an additional query to those in the 
military who generate excess property to determine their degree 
of satisfaction with the support the DRMS provided. However, 
we did not use the data, statistical sampling, nor statistical 
projections for this evaluation. 

DRMS Processes 
Reviewed 

We reviewed the processes DRMS used to develop, 
disseminate, implement, and evaluate policies and regulations 
throughout the organization. We also evaluated whether those 
policies and regulations actually supported the purpose of the 
organization. We reviewed the organization's goals and 
objectives, and evaluated progress made towards achieving those 
goals and objectives. We relied on management reports provided 
by DRMS. 

Functional Elements 
Reviewed 

To evaluate the functional elements within DRMS, we 
reviewed the roles and responsibilities assigned to the major 
elements of the organization. We evaluated whether they were 
clearly defined and established a logical flow between and within 
the functional elements. We also reviewed the planning 
mechanisms that existed in the organization to ensure that 
appropriate managers and operators were involved in the planning 
of the organization mission. In particular, we identified ways in 
which the organization developed, implemented, and measured 
ways of doing business. 

PRIOR COVERAGE The General Accounting Office and the Inspector General 
(IG), DoD, conducted reviews of specific aspects of the DRMS 
mission. The IG, DoD, is evaluating sales and cost data 
produced by DRMS to determine their accuracy and usefulness to 
management. 

The following is a brief summary of the reports that address 
areas related to our evaluation. 

• 	 General Accounting Office Report NSIAD-94-189, 
"Opportunities Exist to Enhance DoD' s Sales of Surplus 
Aircraft Parts," September 8, 1994, found that the DoD 
proceeds from sales averaged less than the amount DoD 
paid for the items. The General Accounting Office also 
noted few incentives for the disposal staff because 
proceeds from sales are deposited in the Defense Business 
Operations Fund. 

• 	 General Accounting Office Report NSIAD-94-40, 
"Widespread Abuse in Recycling Program Increases 
Funds for Recreation Activities," December 10, 1993, 
found millions of dollars were being used annually for 
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morale, welfare, and recreation that should be used 
instead to offset the need for appropriated funds or be 
returned to the United States Treasury. 

• 	 IG, DoD, Report No. 95-220, "Financial Statements of 
the Defense Logistics Agency Reutilization and Marketing 
Service Business Area of the Defense Business Operations 
Fund for FY 1994," June 5, 1995, stated that an opinion 
could not be rendered on the FY 1994 financial statements 
because account balances presented on the Statement of 
Financial Position and the Statement of Operations were 
based on unreliable financial data. The DRMS 
implementation of the DoD Internal Management Control 
Program was also ineffective at reporting weaknesses 
related to the preparation of financial statements. 

• 	 IG, DoD, Report No. 95-025, "Distribution of Proceeds 
From the Sale of Reimbursable Scrap Material," 
November 8, 1994, found internal controls were 
ineffective in providing for appropriate distribution of 
proceeds from the sale of scrap to qualified DoD 
recipients. 

• 	 IG, DoD, Report, No. 94-164, "Financial Statements of 
the Defense Reutilization and Marketing Service for 
FY 1993," June 30, 1994, stated that the FY 1993 
financial statements cannot be relied upon for assessing 
the DRMS financial position, results of operations, or 
performance. The DRMS implementation of the DoD 
Internal Management Control Program was also 
ineffective at reporting weaknesses related to the 
preparation of financial statements. 

• 	 IG, DoD, Report No. 94-158, "Cash Management Within 
the Defense Reutilization and Marketing Service," 
June 30, 1994, found that the Defense Finance and 
Accounting Service (DFAS) Columbus Center retained 
pre-FY 1993 and FY 1993 sales proceeds in suspense 
accounts for extended periods in lieu of releasing the 
proceeds to qualified recipients. The report concluded 
that internal controls were ineffective to ensure the timely 
reimbursement of sales proceeds. 

• 	 IG, DoD, Report 92-INS-01, "Disposal of Excess 
Personal Property in the DoD," September 4, 1991, found 
unnecessary "layering" and poor delineation of 
responsibilities among the various policy levels. In 
addition, the report concluded that using operations and 
maintenance funds as the predominant funding source is 
not the most effective method for promoting business-like 
management. 

The Evaluation of the Defense Reutilization and Marketing Service 3 
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MISSION AND 
ORGANIZATIONAL 
STRUCTURE 

The DRMS is responsible for the disposal of surplus personal 
property and hazardous materials generated by DoD activities. 
The mission of DRMS is accomplished primarily through the 
reutilization, transfer, and donation of surplus property, sale of 
usable and scrap material, and issuance of disposal contracts for 
removal of hazardous waste materials. Surplus property that is 
not reutilized, transferred to other federal agencies, or donated to 
state and local agencies may be offered for sale to the public 
through local and national sales under the Surplus Property Sales 
Program, operated by DRMS. 

Program policy, guidance, and oversight is provided from the 
Headquarters, DRMS, in Battle Creek, Michigan, and satellite 
headquarters locations in Columbus, Ohio (Operations East), 
Ogden, Utah (Operations West), and Wiesbaden, Germany 
(Europe Region). National and international related sales is the 
mission of the National Sales Office (also referred to as the 
International Sales Office). Zone managers are subordinate 
offices to the Operations Centers or Europe Region and supervise 
geographically oriented DRMOs. The DRMOs are the DRMS 
representatives and technical authority on disposal matters within 
assigned geographical areas throughout the United States and 
overseas. 

Organization Under 
Change 

The DRMS is an organization that has been, and continues to 
be challenged by change. In FY 1992, DoD designated DRMS as 
a business area under the Defense Business Operations Fund with 
a requirement to prepare audited financial statements starting in 
FY 1993. In that same year, DRMS reorganized its regional field 
offices, reducing the number from five to one, while creating 
Operations East and Operations West and the National Sales 
Office. In 1993, DLA, directed the new commander of DRMS 
to "fundamentally change the way the DRMS does business." 

DRMS is Designated 
a Reinvention 
Laboratory 

In 1994, the Defense Performance Review designated DRMS 
as a reinvention laboratory. As a reinvention laboratory, DRMS 
received the challenge to foster excellence by integrating 
principles of the Defense Performance Review throughout its 
organization and by creating the culture of an entrepreneurial 
organization. 

Designated as a 
Potential Candidate 
for Privatization 

The Defense Performance Review also announced DRMS as 
a potential candidate for privatization. For the last several years 
and continuing today, there has been DoD top level management 
and congressional interest over whether DRMS should be 
partially or fully privatized. Firms in private industry have 
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analyzed the DRMS operations and briefed senior congressional 
representatives and senior DoD officials regarding their ability to 
perform the DRMS mission. 

Restructuring The DRMS has undergone significant restructuring in the last 
year with the intent of improving processes and products. In 
February 1995, DRMS initiated a new organization that realigned 
old functions and created new ones. Simultaneously, DRMS 
realigned field offices by establishing a new layer of management 
above the DRMOs and below the two operations centers. Those 
positions are called zone managers and their functions are similar 
to a regional manager in the civilian sector. The DRMS zone 
managers supervise and monitor several DRMOs within a 
geographical area. In addition, DRMS had plans to relocate and 
transfer functions from the National Sales Office to the 
Headquarters. 

Emphasis on 
Becoming a Profit
Driven Organization 

Given the external factors described and the broad guidance 
from the Commander, DLA, the Commander, DRMS, has 
refocused the DRMS and initiated numerous programs, many 
with an emphasis on achieving profitability and self-sufficiency. 
In FY 1994, for example, DRMS received $207 million from the 
Military Departments (Service Level Billing) to sustain DRMS 
operations because DRMS operated at a loss. The DRMS is 
emphasizing increased profits, while continuing to emphasize 
improved operations in its traditional DRMS responsibilities (for 
example, reutilization, transfer and donation, and hazardous 
property disposal). 

The Evaluation of the Defense Reutilization and Marketing Service 6 
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Overall, DRMS has effective processes for civilian personnel 
management, contract management, mission requirements 
determination, and safety and health management. Oversight of 
mission areas was adequate. Particularly noteworthy was the 
oversight of sales and reutilization, transfer and donation 
functions. Sales-related performance indicators were clearly 
defined and communicated; subordinate level feedback was 
provided daily through the chain of command to the headquarters 
and performance was linked to performance appraisals and 
awards. 

In this section of the report, we discuss the areas in which we 
believe there are further opportunities to improve. The areas 
include manpower requirements determination, financial 
management, military drug abuse testing, internal property 
accountability, and internal management controls. 

MANPOWER 
REQUIREMENTS 
DETERMINATION 

Background 

Resource determination is the process used by an organization 
to evaluate what resources (for example, equipment, funds, and 
personnel) are needed. to perform the tasks necessary to 
accomplish its mission. The process also allocates the necessary 
resources to the managers who will employ them to perform the 
organization's tasks. 

An adequate resource requirements determination process not 
only determines the type and quantity of resources needed, but 
also has mechanisms to allocate resources in accordance with the 
priorities that have been assigned by the organization. 

An organization's manpower consists of all the personnel it is 
authorized to employ to accomplish its missions and functions 
including assigned military and government civilian employees. 
The objective of manpower requirements determination is to 
identify and obtain the minimum personnel required to perform 
the assigned mission and headquarters support functions. 

Manpower Policy In a June 30, 1993, memorandum providing manpower 
authorization and operating guidance for FYs 1993 and 1994, the 
Under Secretary of Defense for Personnel and Readiness 
specified the need to review organizations, at least annually, to 
identify program objectives and the manpower requirements 
necessary to achieve those objectives. In addition, DoD 
Directive 5010. 3 7, "Efficiency Review, Position Management, 
and Resource Requirements Determination," November 17, 
1987, states in part, " ... DoD Components shall manage, provide 
resources, and evaluate activities based on output performance 
requirements and standards .... 11 The directive also states that the 
process 11 • • • shall be the basis for continued and directed efforts 
for productivity, performance, efficiency, and effectiveness 
improvement .... 11 

The Evaluation of the Defense Reutilization and Marketing Service 7 
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Manpower 
Management 

Manpower management provides the means for managers to 
establish a relationship between the work to be done, and the 
distribution of people and skills necessary to do the work. 
Effective manpower management depends on accurate 
determination of personnel requirements in terms of quantity and 
skills. That function is important for DRMS, because manpower 
is the principal resource to support mission accomplishment. 
Thus, manpower analysis should be an integral part of the DRMS 
resource allocation process. 

During our evaluation, we reviewed the processes normally 
used to determine manpower requirements: manpower staffing 
and workload analysis. 

ISSUE The DRMS needs to change its manpower requirements 
process to meet the changing needs of the organization. 

PROCESSES TO 
HELP DURING 
CHANGES 

The DRMS process for managing its manpower requirements 
did not facilitate actions to recognize and correct areas affected 
by organizational changes. For example, zone manager positions 
were established without analysis of the manpower needed to 
perform the new requirements. Efficiency reviews and 
manpower surveys are examples of processes that are normally 
used to manage manpower requirements. Those processes are 
critical to organizations that are undergoing dynamic structural 
and functional changes, such as DRMS. The DRMS is primarily 
managing its manpower requirements based on available labor 
dollars and is not using quantitative analysis like efficiency 
reviews or manpower surveys; especially above the DRMO level. 

Managing to Labor 
Dollars 

The DRMS is primarily managing its manpower through the 
labor budget process. For example, DRMS organizational 
elements received the same labor dollars in FY 1995 as they did 
in FY 1994, unless they justified program growth. The only 
instructions provided to DRMS elements about calculating labor 
dollars in FY 1995 was in the Program Objective Memorandum 
guidance; yet, even in these instructions, there was no guidance 
on using quantitative analysis (workload driven analysis) for 
manpower estimates. Consequently, manpower billets for 
program growth are primarily notional estimates. Managing to 
labor dollars is not the most effective or efficient way to manage 
manpower. 

Workload Analysis To determine manpower requirements based on staffing 
standards, a resource manager needs to know the work load 
performed by the organization or unit. Workload data are the 
product (output) produced by an organization or activity. The 
staffing standard is then applied to the total work load or products 
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of the organization or activity to determine the manpower 
required. As such, workload data and staffing standards must be 
valid to accurately determine manpower requirements. 

DIMES-A Tool for 
DRMS 

One tool DRMS uses to help determine its work load is the 
DLA Integrated Management Engineering System (DIMES). 
The DIMES is comprised of standards that represent the average 
amount of time it should take to accomplish processes or tasks 
necessary to do a specific job. The DIMES generates special 
purpose data reports that list each task in detail. Uses of the 
special purpose data standards are to: 

• 	 program, plan, and schedule work, personnel, and 
facilities and 

• 	 control costs, operate efficiently, and determine staff 
requirements. 

DIMES Does Not 
Reflect Current 
Workload 

The DIMES was used in conjunction with some DRMO 
business assessments; however, the special purpose data were not 
updated to reflect new processes in response to new DRMS 
productivity goals. For example, the DRMOs have changed 
procedures to meet productivity goals such as reducing DRMO 
receipt processing times, and increasing retail sales instead of 
local auctions. They have also expanded reliance on automated 
systems. If a standard does not reflect the work being done, the 
work load cannot be properly measured. The usefulness of 
special purpose data depends on accurate standards, measuring 
against those standards, and analyzing the results. 

Quantitative 
Analysis Not 
Effectively Used 
Above DRMO Level 

Efficiency reviews or manpower surveys, to include the 
DIMES, were not effectively used to analyze the changes in 
work load above the DRMO level. Significant restructuring of 
DRMS occurred that affected work load. For example, a new 
concept using zone managers was established in February 1995. 
The Headquarters, DRMS in Battle Creek restructured in March 
1995. The National Sales Office is being consolidated under 
Headquarters, DRMS, with some potential manpower changes, 
and the operations centers will be potentially affected by the 
restructuring. Despite all the changes, the DRMS did not make 
changes to its manpower using quantitative analysis, to include 
DIMES. 

Analysis of Zone 
Manager Concept 

The DRMS did not use quantitative analysis to determine the 
manpower resource impacts prior to implementing the zone 
manager concept .. 

• 	 The zone manager work load and manpower 
requirement was not determined by analysis. 
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• 	 Administrative functions associated with the zone 
manager concept, like budget and personnel 
management, were not clearly established before 
restructuring under zones, causing confusion and 
inefficiency at DRMOs and Zones. 

• 	 There was no analysis to determine the impact of 
creating a new zone manager position on personnel 
actions, such as relocating positions, working for same 
grade level personnel, and eliminating positions. 

Conclusion Manpower measurement and assessment systems are designed 
to provide managers with tools to assess and evaluate operational 
effectiveness. Also, those systems provide a means to determine 
and implement efficient and effective organization and resource 
plans, enforce cost control, and measure mission performance. 
The DIMES is not effectively used throughout the DRMS, and 
the DRMO workload standards are not up-to-date. Instead, the 
DRMS is primarily managing its manpower based on available 
labor dollars. Without a consistent method of evaluating 
manpower needs, DRMS cannot ensure the most effective and 
economical use of DoD manpower. 

Recommendation 1 The Commander, Defense Reutilization and Marketing 
Service, 

a. 	 Conduct and use efficiency and manpower reviews to 
determine organization manpower requirements. 

b. 	 Develop and implement procedures to ensure that 
workload and manpower measurement data reflect 
current operations. 

Management 
Comments 

Audit Response Although DRMS concurred with the intent of the 
recommendation, the comments were not fully responsive. The 
matter may be rendered moot, however, by emerging plans to 
privatize much of DRMS functions and the types of analysis done 
pursuant to privatization studies. 

The DRMS concurred with the intent of the recommendation, 
stating that it is continuously reengineering business processes 
and its way of determining organization and manpower 
requirements. In addition, DRMS stated that it is ensuring that 
workload and manpower requirement data reflect current 
operations. For example, it is privatizing selected functions 
based on analysis of product and process lines, using bar coding 
to improve asset visibility and using incentives and goals to 
increase productivity. 
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FINANCIAL 
MANAGEMENT 

Financial management is the accounting, management, and 
control of financial resources. Accounting is the structure of 
methods and procedures used to record, classify, and report 
information on the financial position and operations of a 
governmental activity or any of its funds and components. It is 
comprised of various operations to authorize, record, classify, 
and report financial data related to financial sources and gains, 
expenses, losses, transfers out, liabilities, and equities. 

Background The Finance Liaison Division was established under the 
Office of Planning and Resource Management in November 
1994, as a result of the establishment of the DFAS-Columbus 
Center. The DFAS finance and accounting function was 
previously collocated at Headquarters, DRMS. The Finance 
Liaison Division performs the financial review and accounting 
liaison operations for DRMS. It processes DRMS commitments, 
obligations, and expenditure transactions to the DFAS-Columbus 
Center. The Finance Liaison Division's visibility of 
commitments, obligations, and expenditures processed by 
organizations external to the DRMS headquarters is performed 
through the various financial automated data processing systems 
the DRMS uses, such as Appropriation Accounting System, Base 
Operations Supply System, and the On-Line Reporting System. 

ISSUE: The DRMS internal and external financial operating 
procedures need improvement. 

No Concept of 
Operations Plan 

The DRMS did not have a concept of operations plan with 
DFAS. With the relocation of DFAS from DRMS, DLA and 
DRMS recognized a need for a plan that delineated 
responsibilities between DRMS and DFAS. However, the 
Finance Liaison Division did not have an approved plan. The 
lack of a coordinated and approved plan lead to confusion over 
responsibilities between DRMS and DFAS. For example, the 
accounting for foreign military sales was transferred in November 
1994 to the DFAS-Columbus Center in error, and subsequently 
returned back to DRMS in April 1995. Additionally, because the 
roles for processing DRMS financial transaction documents were 
not delineated, negative unliquidated balances resulted. 

Better Funds 
Control and 
Monitoring 
Needed 

In our review of six of the seven DRMS functional processes 
(such as travel, training, and direct expenses) the DRMS needed 
better control and oversight of its funds. Two examples of 
inadequate control and oversight were: 

• 	 the lack of accurate and timely processing by both 
DFAS and DRMS resulted in DRMS financial 
transaction backlogs that ranged from 2 to 6 weeks, 
and 

The Evaluation of the Defense Reutilization and Marketing Service 11 



PART III - ISSUES AND RECOMMENDATIONS 

• 	 inconsistent certification of funds. We reviewed two 
functional processes and found that funds were not 
certified before an expenditure was submitted to 
DFAS for payment. Consequently, there was no 
assurance that sufficient funds were available to cover 
the expenditure. Additionally, in a review of four 
reports in three different functional processes, DRMS 
fund balances were not consistently reviewed prior to 
submitting DRMS expenditures for payment to DFAS 
or prior to disbursement of funds at DFAS. 
According to DoD 7000.14-R, "Financial 
Management Regulation," volume 5, chapter 1, 
December 16, 1993, a DRMS review is required 
before submitting expenditures for payment or before 
disbursing funds at DFAS. 

DRMS Took 
Initiatives 

Subsequent to our on-site work in February 1995, DRMS 
provided documentation indicating that working relationships had 
improved through quarterly DLA-sponsored meetings with 
DFAS. Coordination between the two commands is encouraging 
and shows better communications and commitment to problem 
resolution. 

Conclusion The DRMS and DFAS untimely processing of financial 
transactions made it difficult for DRMS to verify and reconcile 
its financial transactions; and raised the issue of the accuracy of 
financial reports. The Finance Liaison Division was formed in 
November 1994 and as a new entity was faced with significant 
organizational challenges. As perhaps expected of a new 
organization, its programs and policies were not fully developed. 
We are encouraged with actions it has taken since the on-site 
portion of our evaluation to solve some of the problems we 
noted. 

Recommendation 2 The Commander, Defense Reutilization and Marketing 
Service, improve internal processes and work with the Defense 
Finance and Accounting Service to: 

a. 	 Ensure all parties agree and formalize the Defense 
Finance and Accounting Service concept of operations 
plan. 

Management 
Comments 

The DLA partially concurred with the recommendation, 
stating that DLA and DFAS-Columbus agreed to one concept of 
operations, rather than a separate agreement with each Primary 
Field Level Activity. 

Audit Response The DLA comments are partially responsive. The agreement 
between DLA and DFAS-Columbus is a document that outlines 
liaison office missions and functions. We agree that establishing 
a formal agreement between DLA and DFAS-Columbus is an 
important first step and should help to formalize working 
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relationships between Primary Level Field Activities, like DRMS 
and DFAS. However, we believe that DRMS and DFAS still 
need to agree and formalize their own concept of operations plan. 
However, we will leave the matter to management discretion. 

b. Eliminate all financial transaction processing backlogs. 

c. Reconcile and correct unliquidated obligations. 

Management 
Comments 

The DLA partially concurred with the recommendation 
related to backlogs, stating that they were successfully researched 
and processed by DRMS and DFAS, culminating on February 
27, 1996, with a cleared backlog. DLA further stated that there 
will always be some unliquidated obligations in the course of 
normal business because obligations do not get dispersed until the 
service or product is received. 
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MILITARY DRUG 

ABUSE TESTING 


Typically, military personnel programs include personnel 
management; processing personnel actions; maintaining military 
records; training; and providing separation, transfer support, and 
counseling. 

Background 
 We examined the internal management, policies, and 
practices for the military personnel management program. We 
primarily looked at: 

• 	 the establishment of agreements to obtain support, 

• 	 the standards of performance the DRMS has 
established as measurement criteria for the support 
received through the established support agreements, 
and 

• 	 the oversight of the military personnel program by 
DRMS. 

An adequate military personnel management program should 
requisition and obtain qualified military personnel, provide 
efficient basic personnel support for its assigned Service 
members, and facilitate operational and administrative 
management of that support. 

Operational Support The DRMS Organization and Functions Manual states that the 
Office of the Director is responsible to: 

• 	 administer and coordinate all personnel matters for the 
military personnel assigned to DRMS and the Defense 
Logistics Services Center, 

• 	 control the Military Personnel Affairs Program, 

• 	 administer military awards and decorations, and 

• 	 provide community support for military personnel 
related matters. 

Of the 3,938 personnel employed by DRMS, only 36 military 
personnel are assigned. Although collectively the organization is 
joint, military personnel remain members of their respective 
Service and receive Service-unique support as circumstances and 
needs require. 
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ISSUE: The DRMS does not have an effective military drug abuse 
testing program. 

Drug Testing 
Program 

The purposes of the drug testing program defined in DoD 
Directive 1010.1, "Military Personnel Drug Abuse Testing 
Program," December 9, 1994, are to: 

• 	 deter Service members from abusing drugs; 

• 	 permit commanders to detect drug abuse and assess the 
security, military fitness, readiness, good order and 
discipline of their commands; 

• 	 use drug testing as a basis to take action, adverse or 
otherwise, against a Service member based on a 
positive test result; 

• 	 ensure that urine specimens collected as part of the 
drug testing program are supported by a proper chain 
of custody procedure; 

• 	 ensure that all military specimens are tested by a DoD
certified drug testing laboratory; and 

• 	 recognize the illicit use of anabolic steroids. 

Implementation of 
Drug Testing 
Program 

Military personnel should be tested regardless of the location 
of their assignment. However, the DRMS has not carried out the 
random and unannounced drug abuse testing required in the DoD 
program. When we asked the DRMS about the status of its drug 
abuse testing program, the DRMS military liaison representative 
indicated to us that drug testing was not enforced because of a 
decision by the former Commander, DRMS, to forego testing as 
it was not cost-effective. While we recognize that testing a small 
staff may not be cost-effective if a separate drug testing 
laboratory contract is used, we believe other alternatives are 
available to the DRMS to carry out its responsibilities for the 
DoD Drug Abuse Testing Program. For example, the DRMS 
can formally appoint a program manager to coordinate with a 
Service or Defense agency to "piggyback" on their laboratories. 

Conclusion Without a viable program that produces tangible data on drug 
testing results, DRMS cannot determine the success of the 
program, or detect the extent of drug problems and how those 
problems affect the DRMS staff and mission. 
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Recommendation 3 The Commander, Defense Reutilization and Marketing 
Service, implement management processes and mechanisms to 
ensure that the DoD drug abuse testing program has adequate 
oversight and is administered appropriately. 

Management 
Comments 

Audit Response The DLA comments are adequate. 

The DLA partially concurred with the recommendation, 
indicating that the DoD policy requiring that service members 
only be tested by their respective service resulted in some DRMS 
military personnel not being tested. However, DLA stated that 
DRMS initiated a drug abuse testing program, and that 
procedures were established for each member to be tested by his 
or her own service. DLA further stated that DRMS will use the 
nearest parent service installation for drug control program 
support and select individuals to be tested through a random 
selection process. Finally, DLA stated that a DRMS plan was in 
place to test each member throughout the continental United 
States and overseas. 
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PROPERTY 
ACCOUNTABILITY 

Background 

Logistics includes such functions as acquisition, disposal, 
disposition, distribution, maintenance, and storage of materiel. 
An adequate organizational program ensures that the logistical 
and supply support requirements are fulfilled in the requested 
time frames and at the expected costs, and that property is 
properly accounted for and maintained. 

Support is Received 
through Interservice 
Support Agreements 

Headquarters, DRMS, receives logistical and supply support 
through an interservice support agreement with the Defense 
Logistics Services Center. The roles and responsibilities of the 
receiver and supplier are outlined in Interservice Support 
Agreement, SB4200-91090-025, January 21, 1993. 

The DRMOs receive their logistics and supply support 
through an interservice support agreement from host installations. 
Operations East, Operations West, and the National Sales Office 
receive their logistics and supply support through interservice 
support agreements from the following organizations. 

• 	 Operations East: Defense Construction Supply 
Center, Columbus, Ohio 

• 	 Operations West: Defense Distribution Depot, 
Ogden, Utah 

• 	 National Sales Office: Defense Distribution Depot, 
Memphis, Tennessee 

Overall, DRMS logistics and supply management processes 
and mechanisms are adequate. Logistics support is responsive to 
managers as procedures are generally established, followed, and 
monitored. However, improvements are needed in internal 
property accountability. 

ISSUE: The DRMS does not have an adequate property 
accountability system for its internal property. 

In 1992, the DRMS property management control system 
moved from the respective DRMS Regions to the Headquarters in 
Battle Creek, under the responsibility of one accountable property 
officer. The DRMS has not established an adequate property 
accountability system to meet the DoD guidance as described in 
DLA Regulation 7500.1, "Accountability and Responsibility For 
Government Property in the Possession of the Defense Logistics 
Agency," August 26, 1993; DLA Manual 5335.2, "Base 
Operations Support Systems," July 27, 1984; and Defense 
Logistics Services Center/Defense Reutilization and Marketing 
Service Regulation 7500.2, "Use of Hand Receipts," 
November 26, 1990. 
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All Property was not 
Accounted for 

All required accountable property was not on the DRMS 
property book. The DLA Regulation 7500.1 and a 
December 29, 1994, appointment letter states that the DRMS 
accountable property officer is responsible for administration and 
maintenance of the property control accountability system. The 
accountable property officer should maintain a DRMS property 
book and hand receipt property to 184 different DRMS managers 
for local use, control and safekeeping. The accountable property 
officer did not maintain hand receipts for the 184 managers. As 
an example, only 16 of 80 hand receipts were on hand from 
Operations East. No hand receipts were available from the 
Defense Reutilization and Marketing Region, Europe. The 
accountable property officer could not adequately account for all 
the DRMS property. · 

hnproper Control 
of Battle Creek ADP 
Equipment 

Automated data processing (ADP) equipment was 
inadequately accounted for at DRMS Headquarters. The 
interservice support agreement between DRMS and the Defense 
Logistics Services Center has provisions for the Defense Logistics 
Services Center to maintain property accountability of 
Headquarters building office equipment, furniture and appliances; 
however, no provisions exists for Defense Logistics Service 
Center accountability or control of the DRMS ADP equipment. 
The last Defense Logistics Services Center inventory of DRMS 
ADP equipment was completed over 6 years ago. Since then, 
DRMS elected to retain accountability for the equipment, 
consistent with the DRMS responsibility for budgeting, procuring 
and maintaining ADP equipment. Although DRMS has retained 
accountability for the equipment, the accountable property 
officer's appointment letter does not specifically address 
accountability of ADP equipment. 

In the basement of the Headquarters building, for example, 
we identified a large storage room containing an inventory of 
over a hundred different pieces of ADP equipment that was not 
recorded in the DRMS property book. The serviceable or new 
equipment included automated hardware, software, modems, and 
telecommunications equipment, to include four minicomputers 
(AT&T 3B2) that alone are valued at approximately $250,000. 

In addition to the lack of property accountability, security 
controls were also inadequate. We noted that at least seven 
DRMS personnel and General Services Administration 
maintenance personnel who worked in the building, had keys to 
the storage room. There were no formal controls, such as 
inventory checks or records, of personnel in and out of the room. 

ARMS as a 
Property 
Accountability 
Tool 

The "DoD Automation Resources Management System 
(ARMS) Users Guide," June 1993, describes the system as 
designed and operated to provide on-line access to all DoD 
Components for managing automation equipment. It further 
states, "The major system objectives of the DoD Automation 
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Resources Management System include the following: automation 
equipment inventory, automation equipment sharing, and 
automation equipment redistribution. " 

The DRMS uses the DoD Automation Resources Management 
System as an automated data processing property accountability 
system; although, there are no provisions in the Users Guide to 
accommodate such a purpose. The system has certain limitations 
that inhibit its use as a comprehensive, reliable property 
accountability system. For example, it does not have the 
capability to identify property location and it can inadvertently 
add or delete property records; both are critical requirements for 
property accountability. Again, equipment found in the basement 
of the Headquarters building was not included in the DoD 
Automation Resources Management System. 

Conclusion The DRMS did not have adequate property controls in place 
to safeguard Government property against potential, misuse, and 
theft. DRMS management was not proactive to ensure that 
procedures were in place and followed by its components to 
account for property and equipment. 

Recommendation 4 The Commander, Defense Reutilization and Marketing 
Service: 

a. 	 Take an inventory and establish hand receipts for 
property held by Defense Reutilization and Marketing 
Service managers and forward the hand receipts to the 
accountable property officer. 

Management 
Comments 

The DLA partially concurred with the recommendation, 
stating that since April 1995, all DRMOs have reviewed their 
hand receipts and forwarded changes to the accountable property 
officer for resolution. 

b. 	 Account for all accountable property on the Defense 
Reutilization and Marketing Service property book. 

Management 
Comments 

The DLA partially concurred with the recommendation, 
stating that DRMS property was on an authorized accountable 
property officer account at the time of the inspection. In addition, 
DLA stated that an authorized accountable property officer can 
account for all DRMS accountable property and that there is a 
signed copy of each inventory in the accountable property 
officer's account for each DRMO verifying that the items are on 
hand. 

c. 	 Ensure that ADP equipment is properly safeguarded 
and accounted for. 
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Management 
Comments 

The DLA partially concurred with the recommendation, 
stating that all DRMS ADP equipment is properly safeguarded 
and accounted for; all DRMS ADP equipment has been 
inventoried and added to the accountable property officer 
account; and that DRMS ADP equipment is stored in a 
controlled, locked and limited access area. 

d. 	 Establish and use a comprehensive and reliable ADP 
equipment property accountability system that includes 
the capability to identify property location. 

Management 
Comments 

The DLA partially concurred with the recommendation, 
stating that the DoD Automation Resources Management System 
meets accountability requirements, adding that the current system 
provides a complete audit trail and indicates responsibility for the 
property. DLA also stated that beginning March 1, 1996, DRMS 
will use the Defense Property Accountability System, which is 
the DoD approved property accounting migration system. 

Audit Response The DLA comments are partially responsive. We are 
encouraged by the intention of DRMS to begin using the Defense 
Property Accountability System in March 1996. The DRMS 
conversion to the DoD standard property accountability system is 
essential, because we disagree with the view that the current 
system is adequate. The DoD Automation Resources 
Management System is unsuitable and was not designed as a 
property accountability system. 
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INTERNAL 
MANAGEMENT 
CONTROL 
PROGRAM 

Background 

The Federal Manager's Financial Integrity Act of 1982 
requires Executive Agencies to develop internal controls that 
ensure: 

• 	 obligation and costs comply with applicable laws; 

• 	 all assets are safeguarded against loss, 
misappropriation, unauthorized use, and waste; and 

• 	 revenues and expenditures applicable to agency 
operations are recorded and accounted for properly so 
that accounts and reliable financial and statistical 
reports may be prepared and accountability of assets 
may be maintained. 

The DoD Directive 5010.38, "Internal Management Control 
Program," March 16, 1987, implements the Federal Manager's 
Financial Integrity Act within the DoD. 

DRMS Internal 
Management 
Control 
Responsibilities 

Responsibilities for establishing ·policy and operating 
procedures for the DRMS internal management control program 
are assigned to the DRMS Director, Office of Planning and 
Resource Management. The internal management control 
coordinator administers the program. The DRMS internal 
management control program guidance was published on 
March 16, 1994, in DRMS Regulation 5010.4, "Internal 
Management Control Program." That Directive requires all 
managers to implement, maintain, and monitor a system of 
internal management controls in their areas of responsibility and 
establish administrative procedures to ensure the proper 
functioning of the internal control system. 

To implement the program, DRMS actlv1t1es have been 
divided into assessable units. An assessable unit is a function, 
task or activity that is suitable for an evaluation or test of 
management controls. Assessable unit managers are required 
within each Headquarters Directorate and Regional Office. 

Internal 
Management 
Control Program 
Operation 

The internal management control program is built around a 
system of risk assessments. Risk assessments are documented 
reviews of the susceptibility of a function or activity to abuse, 
fraud, mismanagement or waste. DRMS internal management 
control program guidance states that risk assessments for 
assessable units are reviewed at least on a 5-year cycle. 

Based on the risk assessment, a risk level is assigned to each 
assessable unit. Each internal management control assessable 
unit is the responsibility of the respective functional manager. 
The managers have a Management Control Plan to test the 
assessable units against performance controls. The plan serves as 
a schedule for management reviews, audits, and evaluations that 
managers use to assess whether each function is meeting the 
assigned controls. 
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ISSUE: 	 The DRMS internal management control program needs 
improvement to ensure that weaknesses are identified and 
corrective actions implemented properly. 

Lack of Emphasis The DRMS was not placing sufficient emphasis on its internal 
management control program. DoD Directive 5010.38 requires 
that accountability for success or failure of internal management 
control practices be reflected in performance evaluations of 
civilian and military managers that have significant internal 
management control responsibilities. We interviewed the internal 
management control coordinator, who is the DRMS single point 
of contact. His internal management control duties were not 
included in his position description nor his employee performance 
appraisal. Instead, he was coordinating the internal management 
control program as an extra duty. Further, neither the internal 
management control coordinator nor the chief of internal review 
were testing reported corrections to ensure that corrective 
measures reported were actually implemented. The lack of 
testing and oversight of the program was attributed to the 
coordinator and chief of internal review lack of resources. 

Risk Assessments 
Not Adequately 
Reflecting DRMS 
Changes 

The DRMS had not conducted risk assessments in accordance 
with DoD policy and at a rate commensurate with changing 
DRMS programs. For example, assessable sales units had not 
been updated within 5 years. Although major changes have taken 
place in sales over the last several years, assessable unit number 
78a (sales planning and marketing) and number 78b, 
(research/sales promotion) were both dated February 1990. 

Risk Assessment for 
the Finance Liaison 
Division 

The Finance Liaison Division was established October 1, 
1994, yet in February 1995 no assessable unit or risk assessment 
was performed to assist and oversee the division while it was 
establishing new procedures and performing its new financial 
liaison mission requirements. Had DRMS performed assessable 
unit and risk assessment before our evaluation, some of the 
problems may have been detected and corrected. On March 24, 
1995, as a result of on-site work, assessable unit 132, 
"Accounting Liaison Process," was established. 

Independence to 
Manage the Internal 
Management 
Control Program 

We deleted the section of the report dealing with DRMS not 
establishing an office to independently manage the internal 
management control program. The DRMS stated that the Office 
of Quality and Internal Controls was established in March 1995 
and the office was performing internal management control 
responsibilities by May 1995. 

Conclusion The DRMS established the foundation for an internal 
management control program through directives, training, and 
planned internal reviews. However, DRMS did not 
comprehensively addressed internal management controls to 
ensure against potential fraud, mismanagement, and waste of 
Government assets. 
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Deleted and 
Renumbered 
Recommendations 

As a result of management comments, we deleted draft 
Recommendation 5a. Draft Recommendation 5b. through 5d. 
have been renumbered as Recommendation 5a. through 5c. 

Recommendation 5 The Commander, Defense Reutilization and Marketing 
Service: 

a. 	 Give more em~hasis to the internal management 
control program· manager roles and responsibilities by 
ensuring the internal management control program 
manager's duties are included in the position 
description and in the employee performance plan. 
Note, that this recommendation was revised from the 
draft report for clarity, to state "performance plan", 
instead of, "performance appraisal." 

Management 
Comments 

The DLA concurred with the intent of the recommendation, 
stating that duties of the DRMS internal management control 
program manager were included in the manager's position 
description in August 1995. 

b. 	 Update the Defense Reutilization and Marketing 
Service assessable units listing and conduct risk 
assessments on a minimum, 5-year cycle or as 
processes or procedures are changed. 

Management 
Comments 

The DLA concurred with the intent of the recommendation, 
stating that DRMS conducts risk assessments every 2 years as 
opposed to the minimum 5-year cycle required by DoD and 
DLA. Additionally, DLA stated that in May and June 1995, a 
top to bottom review of all functions, processes and controls, was 
conducted by DRMS, resulting in a total reevaluation of all 
assessable units and associated risk analyses. Further, DLA 
stated that the actions were documented in the DRMS 
Commander's 1995 Annual Statement of Assurance, dated 
October 26, 1995. 

c. 	 Follow up to ensure that corrective measures are 
implemented. 

Management 
Comments 

Audit Response The DLA comments were responsive. 

The DLA concurred with the intent of the recommendation, 
stating that follow-up briefings are an iterative process. Briefings 
are scheduled for the Commander, DRMS, and on-site reviews 
are scheduled and performed to ensure that corrective actions are 
effective. The DLA stated that all recommendations were 
accomplished by August 1995. 
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Defense Logistics Agency Comments 


Dl:l'l!!NSIE LOGISTICS AGENCY 
HEADQUARTER&18\ 87ZS JOHN .J. IC1NGMAN ROAD, SUn'E 21133 

PT. 8ELVOlR, VIRGINIA 22060-4SUI ~ 
111 •EPLY 

•PER TO 

DI>AI 

MF.MORANDUM tOR THl:i ASSISTANT INSPECTOR GEN!iltAL FOR AUDl'l'ING, 
DEPARTMF.NT Of DEFENSE 

SUBJECT: I>nift Report on•Proposed EVBluatlon an 1hD Defense RcutiliY.alion md 
Marketing Service.. 6LH·900S 

F.nclosed is our response lo your request or 11 Deeembcr 1995. 

cc: 
ORMS 
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AVJ)rf TI'l'LK: 	 Evaluation of Defenaa Reutil!sation and Marketing 
Servioe, SLH-9005 

RECOMMBNDATIOR 1: The Co-=111', Defense lleutilis&tiOD and 
Marketing Service, OODduot and use effici9n0Y and manpower 
revi.ws to date~n• organisation 11.Dd :manpower requir-enta and 
develop and illlpleaent procedure• to enaure that workload and 
.anpowar -••urement data reflect current oparatiODs. 

DRllS C:OlllMIHTS: C0110ur with the illt:ent. DRJIS b faced wit:h the 
task of 111&DagiDg a rapid and radically cbanQing workforce to 
respond to n- and better waya to do busin•••. All DRJIS 
continue• to improve its results oriented, customer driven 
operational perfo~oe &a a lllPR reiD.Ventiou. lab, we are 
continuously re-engineering our way of doixl.g business and re
enginearin9 the way '"' determine organization and manpower 
requirements, •• well as procedure&, to en.ure that workload 
and manpower requirement data reflect current operations. 
CUrrent ezamplH includes 

• 	 Privatisation of Hlected funotiou Need on analysie of 
product and prooeH 111111•. 

• Va• of barcoding to iliprOTe aaaet accountability. 

• ae-struc~isag by proo••• •• oppoaed to function.. 

• Worldwide total •••et viaihility via the world wide web. 

• 	 Activity baaed coating to identity poa•Jble proceae or re-
engineering option•. 

• RO' - 11CWi11g information instead of! ..terial. 

• 1'•• of i11ce11ti..,.. &D4 goal• to incre&11a productivity. 

• Targatillg high •alua property to ..toh cu11:omer dmnanc!s. 

Action 1• consider.cl CClllllplete. 

ACTION Ol'PIClll: Ro-lie Paccione, DllMS·OPP, (DSH)932-72l5 
PSll .lPPJtOnI.1 David l'iahar, Vioe President, DltllS-0 

DI.A APPROV1.L1 
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>.m>::tT 'IITLB: Jlvalu&tiOD of Def-e lltntilisation azid Marketing 
Service, 'LE-9005 

:lllCOKMINDATlOR 21 'l"be Commander, Defen•e Reut1lisaticm and 
Marketing Service, :l.Jllprcwe 1=.tunal proc::ea11H and wo:cJt with the 
Defense l'inllJlCe an.cl Accounting Service to: 

• 	 en•ur• all parti•• agree an.cl fozaali:ze the J>efen•• l'iDance 
and AcCOUDting Service Concept of Operation• plan. 

• 	 work with DPU·CO to eU.mi.nate &11 fillU1C1al tran•aotion 
proc:•••ing backlogwi. 

• 	 work with Dl'Ml·CO to reecmcile an.cl correct unliquidated 
obligation•. 

DRKS COJIMDl'l'S I Partially Concur. DLA and DJ'.U-C:O bave agr..d to 
one concept of operat1ona rather than a aeparat• agre...,nt with 
-ch P:d.mary Level Field Activity (l'lol'A) within DLA. 'lhie 
agreemeat WH developed jointly by BQ DU, Plol'A8 and Dl'AS·C:O 
Deceaber 7-9, 1995. Pl'AS-C:O and DDS bav• been jointly 
reaaarching an.cl proceaaing the bactlog of financial 
tran•aotion•. DRMS backlog waa cleared cm 27 Feb 96. :ID. the 
cour•• of llO%m&l bu•in•••, there will al-y• be aoiae 
'DDliquidated obligatiODll because obligationa do za.ot 9et 
diabur•ed until Hrvice and/or product h :received. 

Action i• conuiderecl ccmplete. 

ACTJ:ON Ol'FICZJh Wendy s. Boettger, DJlllS-OJ'A, (DSN)J32-'7217 
PSI APPROVAL• J>aY1d fillher, Vic• J:reaident, mms-o 

DLl. &PPaOVAL: 
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AUDIT 'l'l'rLBI 	 llvaluaticm. of D•f••• R.utili•al:icm. and llarketing 
Service, &LB-9005 

UCOMMBMDATIOH 31 The CClllllaD4er, !)efcae Reutilization 1111d 
llarlteting Service, iJlplnent aanag..enl: proceaaes ud. 
aecbaniaia to enaure tbet the DoD drug abu•• tHtiDg program 
ha• adequate overaight and ia adllini•tered appropriately. 

l>1tlCS CCNMDn'81 •artlally cOllCllZ'. DDS operate• in "' at.at•• and 
app:r:oxilllately 20 foreign countriH, aa a ~oillt 0Clllllllllld1 baa 
personnel aesigned from all 3 ae:r:vicea, and la totall:r 
dependent upon boat activitie• to aarvice locally ••signed 
ailitary peraOJ111.el. Purt:hezmore, the abamlee of Departaient of 
Dafcae procedu-e• for conductizi.g, and controlling suiplinsr of 
ailitary personnel ra;uirH members of eacb aervice to ...t the 
raquireaant• of their parent service's drug al:nla• taatillg 
program.. At t.he time of the illepection, all DRiii military 
peraonnel asaigned to Europe -r• ba:!.11g te•tecl. 'l'baae 
peraannel accDllAt for '15 pero-=.t of the ai.U.tery persmmel 
aeaigned to DRllS. n Surcpe, DJUIS personnel. are collocated. on 
military ill•tallal:iona and p:r:ocedurea exlat ~ allow military 
paracm11el aa•igned to tenant activiti•• to participate ill ~ 
ho•t'a clru9 testillg progr-. However, the r-aillder of DRllS 
llilitary peraonn•l are not oollocal:ed on aiU.tary 
il1atallat:l.ons, and were not being teetad.. Thi& -•· ill part, 
caused by the aforeaentiOll.ed lack of a ccm.aiatent and coher11nt 
llaD progr- for drug abuae te•t:lng, el.lowing a ••rvice aaber 
to be teated only by bia/her own Hrvice. 

DRMS ha• ••tablisbed prooedu:r:•• for -ch member DOt collocated 
on a ailitary ~tallatio11 to be t••tacl by bia/her own aervice. 
The lillita:r:y PeraDDDel KCOlC lie• ••I: up th• drug te•ting 
program and will p:rOYide illformation to each ••rvioe 111811ber 01D 

how to be teated. We will uae the naareet parent attz"Vioe 
:s.n.tallation for drug control program support. All of our 
:military peraoanel are covued by thia prop'-· 

'Iha Comander, DIXS, will Hl.at individual• to be te•tecl 
through a :r:aadala ••lectia11. proceH, basad upon the la•t ~ 
of th• in4ividu.al'• Social Security RID!ber. 'lb• individual 
will then be directed t:o proceed to tbe appropriate facility 
for te•ti"DSJ. 'l'he t ..tizig authorit:r will be repr..entetive of 
tile IAdividual'• - service. .a listing of pe:r:aonnel schedlaled 
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but DOt tested will be seported to DJlllS-08 with a reeaon for 
not being teated. Individual• without • valid r ...on for not 
baing tHted will be •ub:feot to diac:ipli.nary acticme. 

TboH having ••lid reaecmt1 (e.g., cm lMve. 'l'DY) will be teated 
at th• earliest po•1ibl• date. A plan i• in place to te•t each 
a-1>er throughout COllDS ad Overau.•. !'hi• plan c:cmfonu with 
th• req1iireaent1 of all military HrvicH. · 

AC'l'ION OPFI:CD1 SPC 'l'W:'ller, J>llKS-OB. (DSJl)'32-7021 
PSS APP:ROVAL1 O.vicl l'iaher, Vice President, DltMS-0 

DLA .lPPROVAL1 
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AlJDI'l' 'lrn.li 	 zvaluation of Defcse a.utilisation and lllarketing 
Service, &LB-9005 

aBCOIDIDIDA'l'IOll 41 Tb• c:cmmarader, Defense llev.tilisation and 
Ka:rketins service1 

• 	 take an inventory and eatebli8h blmd receipt. for property 
held by Deferut• Reutilisation and lla:rlultlng le:rvice manager• 
and forward th• Jaimd receipt• to the acc01mteble property 

officer. 

• 	 account for all accounta!:lle property on the Defen•• 

Reutilisation and Karketizag Service property :book. 


• 	 ensure that automated data proceHiD8 eqw:paent i9 properly 
aafeguarded al24 accOUllt-4 for. 

• 	 eatabl:Lah and u.. a CClllllPrehena:Lve and reliable automated 
data proc•••insr eqii!.p1119Dt property accountebility •yatem 
that islclud•• the capability to identify property location•. 

DRHB COMMEJITB: Partially concur. Property at the DJIJIO• 

.,.. on an authorised APO account at the t:La• of th• 

inspection. Bisic• April 1'95, all of th• J>RMO• bave 

r.,,iewell their hand receipt• and f orwarde4 any change• to 

tbil uo for resolution. 

An authorised APO ~ aooCNDt for all macs aocouatabls 

property. Tbere i• a aipecl copy of each b.ventory b. 

the APO'• account for -= DltMIO vedf~ that the it... 

ase on banc1. 

All aut:oaated data proc•••iag equipment (ADP&) 1• 

properly aa:!eguarded and aocousi.ted for. All DRllS ums 

l:ua• been iDvelltoried and added to the APO aooCNDt. 

A44itimually, .r.DPS. property i• ator9d iD a controlled, 

lacked, and limited ace•.. as.... 

'Ill• acoountillg •rtit- t:be &PO h presently using meat• 

t!le requir..-nt• for aacCN11.tahility of DIOIS ••••t•· '.rhe 

syet- provic!e• a oomplet• audit trail and J.D4icatea 

reaponaibiU.ty for t:b• property. llolNTU. a• a further 

enhUlclllMllt to DRllS" accountebl• psopert:r manag~t 
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program, DJIMS will use DefelUI• Propwrty Accountal)ility 
System (DPA!I), th• DoD approved property accounting 
migraticn sy1te11 b~inning Karch 1, 1996 • 

.r.cdcm. ongoing. KCD1 Karch 1, 199' 

ACTION OFFICER: J. B. Pfa21nee, DBllS•l'B, CDSN)932· 5866 
PSI: APPROVAL• JobD c. Cooper. Vice Pre•ident, DRJIS-P 

DI.A APPROVAL: 

-
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.&.mlT 'l'ITLl!:i 	 svaluaticm of DefellH Reut:ilisation and Marketing 
Service, ILH-9005 

UCOM!a:NDATION 5; The CCllllllllftder, Defen.e Reutilization and 
Marketing Servic•1 

• 	 comply with rec01111endat:Lon :Ln tnapsctor General, DoD, :Report 
Ho. 9•-164, to ensure lnternal. lllallagement Control program 
indapudence. 

• 	 1Jive more emphad.a to the Internal Kanag-ent Control (DIC) 
progr.. coordlnator rolH and respondbilitiH by e1U1ud.ng 
the Internal lllallag-.ient control program coordinator'• dutie• 
are bcluded in his poaiticm description and :Ln hia eq>loyee 
performance appraiaal. 

• 	 update the DefeD•• Reutllisation and Marketing Service 
aaaaasahl• units liating and oonduct ri•k aasaslJJl\enta on a 
5-year cycle or as proceaaea or procedures are changed.. 

• 	 follow-up to enau.re thet corrective mea&ure11 are 
iJaplaaentad.. 

DRHS COMMSN'J'S1 Concur with th• intent. 'l'hia racoamendaticm ia 
not tiaely and creates an inaccurate perception of DRMS at the 
tiae of th• inspection. tt :fail• to recognize the dynaaic 
atate of cba.nge that eziated at the time of the inapection and 
as such, the publication of thia draft r.port lags behind 
c0111pl•tion of our actions by 4 to 9 lllOZ!thl. .&.a evidenced. by 
th• following, DRMB waa already addreHing the :l.snes 
identified in the draft report and had cOllpleted a maj~ 
portion while the IG t.- -• atill on-site (February to April 
l9J15). Therefore, - nonconcur with thi• r•c0111111endat:Lon. 
DRllB-0 ..,.. ••tabliahed Karch 1, 1995 to provide focu. and 
independence for eeveral manag-=.t control progrmu1 
Operational Compli8J1Ce ltev:I.- (OCR) • M&nag-ut !Evaluation 
Vlei t• (D'V•), niterual ltn:I.- (D), ae well aa DIC. Thia 
organi•ational structure provide• the DIC prograa manager with 
direct ace••• mll4 reporting reapon•ibility to th• DlUIS Dep\Jty 
CO!IDJ!nder. 'the•• action• fully complied with th• original 
recoma.ndation of :t>oD IG report Ire. H-1H, dated June 30, 
19H. Duti•• -r• included. in the Prograa Manager'• podtf.on 
de•cr:Lptiac in August of 1995. 'DJU(S conducts ria't aaaeeaaenu 

The Evaluation of the Defense Reutilization and Marketing Service 
32 

http:podtf.on
http:e1U1ud.ng


PART JV - MANAGEMENT COMMENTS 

Defense Logistics Agency Comments 


oppo•ed to th• 1111n4mm five year c:ycl• required by DoD/Di:.a.. 
Concurrent with the reatructuring of the organisation and the 
eatabliamaent of D:RMS-Q, a top to bottCllll review -• coD4uctec! 
of all functions, proc•••e• aA4 control• ill. May and June of 
1995. Hanagera then conducted a total re-evaluation of all 
••••••able unit• and associated risk analyaea. Thi• effort 
resulted in the establis~t of 94 ••••••able unit• reflective 
of current functions and re1POnaibilities. 'The above effort• 
and accomplilhment• -r• dOOIDlanted in the DRMS COIDllaDder'• 
1995 :Annual Statement of Atlaure.nce, dated OOtober :H, 1995, 
provided. to DLA. Pollow-up/atatua briefing• are 1cheduled for 
the Co111aander by the DRMS-Q Vice President based on milestone 
updates from the appropriate Vice President. Thia :I.a an 
iterative process that provides for diacuaaion and iuaalyai• ·of 
corrective actions. Additionally, on-aite reviewa (Mlmag-ent 
:E'v'aluat:Lon Visits) are scheduled and perfonied to ensure that 
the corrective action• are affective. All recomnendationa ware 
implemented by August 95, prior to receiving this draft report. 

Action i1 cons:l.darad complete. 

ACTION O:rn:CER1 James Jasper, J>RMS-Q, (DSN)932-7212 
UVIEW/APPROVAt.1 Richard Sterken, Vice Pre1ident, DRMS-Q 

DLA APPROVAL 1 
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Appendix A - Sites Visited 

Defense Logistics Agency, Alexandria, VA 

Headquarters, DRMS, Battle Creek, MI 

DRMS, International Sales Office, Memphis, TN 

DRMS Operations West, Ogden, UT 

DRMS Operations East, Columbus, OH 

DRMO Ft. Belvoir, VA 

DRMO Ft. Meade, MD 

DRMO Colorado Springs, Ft. Carson, CO 

DRMO Port Hueneme, Port Hueneme, CA 

DRMO Jacksonville, FL 

DRMO Norfolk, VA 

DRMO Luke Air Force Base, Glendale, AZ 

DRMO Oklahoma City, Tinker Air Force Base, OK 
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Office of the Secretary of Defense 

Under Secretary of Defense (Comptroller)* 
Deputy Chief Financial Officer 
Deputy Comptroller (Program/Budget) 

Deputy Under Secretary of Defense (Materiel and Resources Management)* 

Assistant to the Secretary of Defense (Public Affairs) 

Director, Defense Logistics Studies Information Exchange 


Department of the Army 

Auditor General, Department of the Army* 

Department of the Navy 

ASN(FM&C)* 

Department of the Air Force 

ASAF(FM&C)* 

Defense Organizations 

Director, Defense Finance and Accounting Service* 

Director, Defense Logistics Agency* 

Commander, Defense Logistics Services Center* 


Non-Defense Federal Organizations and Individuals 

Office of Management and Budget 
General Accounting Office, 

National Security and International Affairs Division, 
Technical Information Center 

Chairman and ranking minority member of each of the following congressional 
committees and subcommittees: 

Senate Committee on Appropriations 
Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Government Affairs 
House Committee on Appropriations 
House Committee on Government Reform and Oversight 
House Subcommittee on National Security, International Affairs, and Criminal 

Justice, Committee Reform and Oversight 
House Committee on National Security 

*Recipient of Draft Report 
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