




DATE OF POSITION:  September 22, 1998

TYPE OF REPORT:  
AUDIT

PURPOSE OF INPUT:  
DOD IG FOLLOW-UP

AUDIT TITLE:  Defense Logistics Agency Product Quality Deficiency Program (Project No. 7CF-0027, Final Report No. 98-063)

DOD IG FOLLOWUP INQUIRY:  Please provide the following: 

1)  A status update on the Defense Logistics Agency Product Quality Deficiency Report (DLA’s PQDR) PAT’s corrective actions executed against each of the reported recommendations (A.1. through A.6. and B.1. through B.3.).

RECOMMENDATION No. A.1. Modify the customer depot complaint system to require the Commercial and Government Entity code as a mandatory entry for closing a complaint whenever the record includes a contract number.

DLA COMMENTS: 
DLAI 4155.24 was revised to incorporate recommendation (and other changes) and latest draft was submitted for formal review and coordination on September 22, 1998.  System Change Request (SCR) No. USDH 98-009R1 was approved for development on August 25, 1998.  The SCR will modify the customer depot complaint system to require the Commercial and Government Entity code as a mandatory entry for closing a complaint whenever the record includes a contract number.  Funding is authorized and SCR has been furnished to DLA Systems Design Center for processing.

RECOMMENDATION No. A.2.  Modify the customer depot complaint system to require the DoD Activity address Code as a mandatory entry for closing a product quality deficiency investigation.  

DLA COMMENTS:
DLAI 4155.24 was revised to incorporate recommendation (and other changes) and latest draft was submitted for formal review and coordination on September 22, 1998.  SCR No. USDH 98-009R1 was approved for development on August 25, 1998.  The SCR will modify the customer depot complaint system to require the DoD Activity address Code as a mandatory entry for closing a product quality deficiency investigation.  Funding is authorized and SCR has been furnished to DLA Systems Design Center for processing.

RECOMMENDATION No. A.3.  Clarify proper use of other/does not apply cause code for customer deficiency complaints.

DLA COMMENTS:
The DLA PQDR Process Action Team (PAT) has clarified the use of other/does not apply cause code for customer deficiency complaints.  A memorandum dated June 24, 1998 revises selected cause, correction to cause, discrepancy and disposition codes for use in documenting PQDR information/action in the CDCS.  Effective no later than July 1, 1998, PQDR action point investigators shall use the codes in all PQDR openings, updates and closures.

RECOMMENDATION No. A.4.  Eliminate the use of special inspection as a cause code for customer deficiency complaints.

DLA COMMENTS:
The DLA PQDR PAT has revised cause codes for customer deficiency complaints.  Special Inspection is not an authorized cause code.  A memorandum dated June 24, 1998 revises selected cause, correction to cause, discrepancy and disposition codes for use in documenting PQDR information/action in the CDCS.  Effective no later than July 1, 1998, PQDR action point investigators shall use the codes in all PQDR openings, updates and closures.

RECOMMENDATION No. A.5.  Revise the customer depot complaint system’s cause, disposition, and action codes and replace them with more descriptive codes for deficiency complaints.

DLA COMMENTS:
The DLA PQDR PAT has revised cause, disposition and action codes for customer deficiency complaints and have replaced them with more descriptive codes for deficiency complaints.  A memorandum dated June 24, 1998 revises selected cause, correction to cause, discrepancy and disposition codes for use in documenting PQDR information/action in the CDCS.  Effective no later than July 1, 1998, PQDR action point investigators shall use the codes in all PQDR openings, updates and closures.

RECOMMENDATION No. A.6.  Require the defense inventory control points to report quarterly metrics on product quality deficiency cause, correction, and disposition codes for closed investigations.  The report should also include information on initially missing contract numbers, Commercial and Government Entity codes, and DOD Address Activity Codes.

DLA COMMENTS:
DLA Office of Operations Research and Resource Analysis (DORRA) has been tasked to produce quarterly metrics on product quality deficiency cause, correction, and disposition codes for closed investigations.  Their report also includes information on initially missing contract numbers, Commercial and Government Entity codes, and DOD Address Activity Codes.  Initial baseline report, published July 31, 1998, addresses third quarter FY98 PQDR measures.  Metrics report is transmitted electronically to DLSC-LE and to the defense inventory control points on a quarterly basis.  DORRA maintains a copy of the Customer Depot Complaint System (CDCS) that contains files on all Supply Centers’ customer complaints.  As a result, it is more efficient and will result in greater consistency if DORRA produces required PQDR metrics report.  

RECOMMENDATION No. B.1.  Develop quality deficiency reporting procedures to ensure that DLA accurately reports contractor quality deficiencies to the customer depot complaint system, which updates the Automated Best Value System for contractor past performance.

DLA COMMENTS:
Recommendation A addresses improvements to accurate reporting of contractor quality deficiencies to the customer depot complaint system.  The DLA PQDR PAT has revised various reporting codes and DORRA has been tasked to produce quarterly metrics. 

RECOMMENDATION No. B.2.  Notify contractors that their product deficiency will be reported in the Automated Best Value System quality ratings after completing an investigation.

DLA COMMENTS:
DISC, DSCC and DSCR have developed methods of notifying contractors that their product deficiency will be reported in the Automated Best Value System quality ratings after completing an investigation.  DISC QA personnel provide initial oral and written notification to contractors of contractor caused PQDRs. These notifications document and support any negative lines reflected in a contractor’s ABVS score and significantly reduce the number of ABVS PQDR challenges.  DSCC has developed a system unique that reads the CN cause code, CAGE and complaint number on all completed reports each week.  The program then reads the CAGE fax address and sends a form letter stating that the specified complaint will be used in the ABVM score.  DSCR has tasked their Procurement organization to officially notify the contractor via certified mail – return receipt requested or another method which provides evidence of contractor receipt.  This notification includes a statement that validated product nonconformances will be reflected in their ABVS score.    

RECOMMENDATION No. B.3.  Establish a single quality rating for the Automated Best Value System to measure contractor product quality deficiency and product laboratory test failures.  

DLA COMMENTS:
As of February 15, 1998 the DSCs have fully implemented this recommendation.  In order to notify contractors of the change, DSCs posted the following message on their Electronic Bulletin Boards:  “Currently the ABVM Quality Rating consists of three categories: Product deficiencies (50%), Lab Tests (30%), and Packaging deficiencies (20%).  However, since lab tests are no longer entered through a separate computer system, they cannot be distinguished from other deficiencies.  Therefore, when deficiencies are identified as a result of lab test failures, they will either be classified as a product or packaging deficiency and entered into the appropriate ABVM category.  Thus, beginning with the February 1998 run, the ABVM Quality Rating will consist of two categories: Product deficiencies (80%) and packaging deficiencies (20%).  Because of this change in the relative weighting of the categories within the Quality Rating, your ABVM score, using current deficiencies, may change."

DOD IG FOLLOWUP INQUIRY: Please provide the following:

2)  Please provide a copy of the memorandum that documents DLA’s request to defense inventory control points to report quarterly via the Materiel Management Monthly Management Reviews on product deficiency issues.

DLA COMMENTS:
Rather than request the defense inventory control points to report quarterly via the Materiel Management Monthly Management Reviews, DORRA has been tasked to produce quarterly metrics.  Their report includes information on product quality deficiency cause, correction, and disposition codes for closed investigations, and on initially missing contract numbers, Commercial and Government Entity codes, and DOD Address Activity Codes.  Initial baseline report, published July 31, 1998, addresses third quarter FY98 PQDR measures.  Metrics report is transmitted electronically to DLSC-LE and to the defense inventory control points.  DORRA maintains a copy of the CDCS that contains files on all Supply Centers’ customer complaints.  As a result, it is more efficient and will result in greater consistency if DORRA produces required PQDR metrics report.  The task order which defines DORRA’s quarterly metrics tasking and the third quarter FY98 PQDR metrics report are attached for your information.   

DOD IG FOLLOWUP INQUIRY: Please provide the following: 

3)  Please provide a status update on the DLA PQDR PAT’s corrective actions to revise various reporting codes and to require the defense inventory control points to report quarterly metrics by July 1998.  Please provide a copy of DLA’s request to the defense inventory control points requiring quarterly metric reporting.

DLA COMMENTS: 
The DLA PQDR Process Action Team (PAT) has clarified the use of other/does not apply cause code for customer deficiency complaints.  A memorandum dated June 24, 1998 revises selected cause, correction to cause, discrepancy and disposition codes for use in documenting PQDR information/action in the CDCS.  Effective no later than July 1, 1998, PQDR action point investigators shall use the codes in all PQDR openings, updates and closures.


DORRA has been tasked to produce quarterly metrics on product quality deficiency cause, correction, and disposition codes for closed investigations.  Their report also includes information on initially missing contract numbers, Commercial and Government Entity codes, and DOD Address Activity Codes.  Initial baseline report, published July 31, 1998, addresses third quarter FY98 PQDR measures.  Metrics report is transmitted electronically to DLSC-LE and to the defense inventory control points.  DORRA maintains a copy of the CDCS that contains files on all Supply Centers’ customer complaints.  As a result, it is more efficient and will result in greater consistency if DORRA produces required PQDR metrics report.    

DOD IG FOLLOWUP INQUIRY: Please provide the following: 

4)  Please provide a status and timetable for revising DLA Directive 4155.2.  If complete, please provide a copy of the revised DLA Directive 4155.2 and highlight the sections that were revised to incorporate the PAT’s recommended changes.

DLA COMMENTS:   The appropriate document for addressing DoDAAC and CAGE codes as mandatory entries for closing PQDRs in CDCS is DLAI 4155.24 rather than DLAD 4155.2.  

DLAI 4155.24 is currently under revision.  The DoD PQDR Committee met on September 17, 1998 to discuss and resolve comments to the second draft version of DLAI 4155.24.  Third draft version of DLAI 4155.24 was sent to the military services for formal review and coordination on September 22, 1998.   Final revision and formal coordination is expected to occur no later than March 15, 1999.  DLAI 4155.24 will be forwarded for publication in March, 1999.  
DOD IG FOLLOWUP INQUIRY: Please provide the following:  

5)  Because of the changes in the relative weighting of the ABVS Quality Rating Categories a notice was scheduled to be sent out to all contractors stating that within the Quality Rating their ABVS score may change and that scores which had been notoriously high would now reflect a more realistic quality score.

· Please provide a copy of the document that provided contractor notification of the change in ABVS Quality Rating scores.

· Please provide a status of actions to revise ABVS Quality Rating policy and procedures.
 

DLA COMMENTS:
The DSCs have notified contractors of the change in ABVS Quality rating scores via announcements on Center Electronic Bulletin Boards.  Below is sample verbiage that has gone out on the Electronic Bulletin Boards at the centers to notify contractors of the change in quality categories:  "Currently the ABVM Quality Rating consists of three categories: Product deficiencies (50%), Lab Tests (30%), and Packaging deficiencies (20%).  However, since lab tests are no longer entered through a separate computer system, they cannot be distinguished form other deficiencies.  Therefore, when deficiencies are identified as a result of lab test failures, they will either be classified as a product or packaging deficiency and entered into the appropriate ABVM category.  Thus, beginning with the February 1998 run, the ABVM Quality Rating will consist of two categories: Product deficiencies (80%) and packaging deficiencies (20%).  Because of this change in the relative weighting of the categories within the Quality Rating, your ABVM score, using current deficiencies, may change."  This was enacted in February, 1998.  

DOD IG FOLLOWUP INQUIRY:  Please provide the following:

For any incomplete actions, please detail the actions still needed and provide a plan of action and timetable for completing the proposed actions.


DLA COMMENTS: DLAI 4155.24 is currently under revision.  The DoD PQDR Committee met on September 17, 1998 to discuss and resolve comments to the second draft version of DLAI 4155.24.  Third draft version of DLAI 4155.24 was sent to the military services for formal review and coordination on September 22, 1998.   Final revision and formal coordination is expected to occur no later than March 15, 1999.  DLAI 4155.24 will be forwarded for publication no later than March 31, 1999.   

DISPOSITION:


(X)  Action is ongoing. Estimated Completion Date March 31, 1999


(   )  Action is considered complete.

ACTION OFFICER:
Lynn Harris, DLSC-LEI, 767-2635, 22 Sep 98

COORDINATION:  
DLSC-POA, Pete Runfola, 17 Sep 98

REVIEW/APPROVAL:
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