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INSPECTOR GENERAL
DEPARTMENT OF DEFENSE
400 ARMY NAVY DRIVE
ARLINGTON, VIRGINIA 22202-4704

May 4, 2010

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE FOR ACQUISITION,
TECHNOLOGY, AND LOGISTICS
ASSISTANT SECRETARY OF THE ARMY .
(FINANCIAL MANAGEMENT AND COMPTROLLER)
ASSISTANT SECRETARY OF THE AIR FORCE
FINANCIAL MANAGEMENT AND COMPTROLLER)
AUDITOR GENERAL, U.S. ARMY AUDIT AGENCY

SUBJECT: Advisory and Assistance Services Contracts in Support of the Air Force Combat
Search and Rescue Helicopter (Report No. D-2010-054) (U)

(U) We are providing this report for review and comment. We considered management
comments on a draft of this report from the Acting Executive Deputy to the Commanding
General, U.S. Army Materiel Command, and from the Deputy Assistant Secretary for
Acquisition Integration, Office of the Assistant Secretary for the Air Force for Acquisition, when
preparing the final report. The Office of the Acting Executive Deputy included comments from
the Executive Director, U.S. Army Contracting Center, Communications and Electronics
Command. The Office of the Air Force Deputy Assistant Secretary included comments from the
Commanders, Air Combat Command and Aeronautical Systems Center, and the Air Staff.

(U) DOD Directive 7650.3 requires that recommendations be resolved promptly. With a few
exceptions, the Army and Air Force comments were responsive. Based on Army and Air Force
comments, we revised final report Recommendation A.1 and request additional comments. The
Army comments regarding this recommendation were nonresponsive. Army comments
regarding Recommendation A.3 were responsive; however, in subsequent discussions with
CECOM management their planned actions would not meet the suspense date contained in their
official comments. Army comments to Recommendation B.1 were responsive; however, the
Army was unable to provide us with validation that their planned action had been completed.
Therefore, we request that the Commander, U.S. Army Communications and Electronics
Command, provide further comments to Recommendations A.1, A.3, and B.1 by June 4, 2010.
Air Force comments regarding Recommendations A.2.a, A.2.b, and A.2.c were partially
responsive. Therefore, we request further comments from the Commander, Air Combat
Command, on these recommendations by June 4, 2010. As a result of Air Force comments, we
renumbered the draft report Recommendation B.2.a as B.2 and Recommendation B.2.b as
Recommendation B.3 in the final report. Air Force comments regarding Recommendation B.1
and B.2 were responsive but additional actions are needed. Therefore, we request further
comments from the Commanders, Air Combat Command and Aeronautical Systems Command,
on these recommendations by June 4, 2010.

Special Warning
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(U) If possible, send a .pdf file containing your comments to audacm@dodig.mil. Copies of
your comments must have the actual signature of the authorizing official for your organization.
We are unable to accept the /Signed/ symbol in place of the actual signature. If you arrange to
send classified comments electronically, you must send them over the SECRET Internet Protocol
Router Network (SIPRNET).

(U) We appreciate the courtesies extended to the staff. Please direct questions to me at

Richard B. Jolliffe

Assistant Inspector General
Acquisition and Contract Management

(703) 604-9201 (DSN 664-9201).
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s@wi.  Results in Brief: Advisory and Assistance
y. Services Contracts in Support of the Air Force
"~ Combat Search and Rescue Helicopter (U)

What We Did (U)

(U) We determined whether contracting for
advisory and assistance services supporting the
Air Force Combat Search and Rescue
Helicopter (CSAR-X) complied with the
Federal Acquisition Regulation (FAR) and
DOD guidance. We conducted this audit in
response to concerns expressed by Senate and
House Armed Services Committee staff. We
reviewed four advisory and assistance services
task orders supporting the combat search and
rescue mission, awarded from FY 2006 through
FY 2009, totaling $32.7 mullion.

What We Found (U)

(U) U.S. Army Communications Electronics
Command (CECOM) and Air Force contracting
officials did not obtain competition or ensure
fair and reasonable prices when awarding and
administering advisory and assistance services
task orders supporting the combat search and
rescue mission. This occurred because officials
limited the amount of time contractors had to
respond to requests for proposals, prepared
inadequate independent government cost
estimates, performed inadequate price and
technical analyses, and did not conduct
contractor surveillance. In addition, contracting
officials permitted contractors to perform
potential personal services on three task orders
and inherently governmental functions on one
task order. This occurred because contracting
officials did not comply with the FAR and
lacked policies and procedures to make sure
that contracting officers provide adequate
contract oversight of contractor performance.
As a result, the Air Force has no assurance it
obtained the best value or that the contractors
performed effectively or efficiently on the task
orders valued at $32.7 million.

What We Recommend (U)

(U) Service Acquisition Executives establish
reasonable solicitation response time frames
and the Defense Contract Audit Agency

perform an incurred cost audit for one task
order; CECOM, ACC, and ASC develop
guidance on inherently governmental functions
and personal services; ACC and ASC instruct
contracting officials to document and fully
support independent government cost estimates
and price reasonableness determinations,
identify contractor positions for conversion to
civilian/military positions, and prepare quality
surveillance plans that specify the work that
requires surveillance and the type of
surveillance to be performed; and ASC issue
guidance prohibiting contractors from drafting
agency comments on Inspector General reports.

Management Comments and
Our Response (U)

(U) Army comments to Recommendation A.1
were nonresponsive. Army comments
regarding Recommendation A.3 were
responsive; however, in subsequent discussions
with CECOM management their planned
actions would not meet the suspense date
contained in their official comments. Army
comments to Recommendation B.1 were
responsive; however, the Army was unable to
provide us with validation that their planned
action had been completed. Therefore, we
request that the Commander, CECOM, provide
further comments on Recommendations A.1,
A3, andB.1.

(U) Air Force comments to Recommendations
A2.a A2Db, A2.c and B.2 were partially
responsive; however, the Air Force did not
specify action taken to ensure cost estimates
and price reasonableness determinations are
fully supported or provide completion dates for
planned action. Therefore, we request that the
Commander, ACC, provide further comments
on Recommendations A.2.a, A2.b, A2.c, and
B.2 and the Commander, ASC, provide further
comments on Recommendation B.2. Please see
recommendations table on the back of this page.
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Recommendations Table (U)

Management (U) Recommendations
Requiring Comment (U)
' Commander, U.S. Army A.l, A3, Bl
Communications and Electronics
Command

Commander, Air Combat Command A2.a A2b, A2.c B2
Commander, Aeronautical Systems B.2

Center

(U) Please provide comments by June 4, 2010.

i

May 4, 2010

No Additional
Comments Required (U)

B.1

[A1,A2a A2D, A2c,

B.1,B3.B.4
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Introduction (U)
Objective (U)

(U) We determined whether contracting for advisory and assistance services supporting
the Air Force Combat Search and Rescue Helicopter (CSAR-X) complied with Federal
Acquisition Regulation (FAR) and DOD guidance. We performed this audit to address
concerns raised by the Senate and House Armed Services Committees regarding the
Air Force’s Air Combat Command (ACC) use of advisory and assistance service
contracts in support of the CSAR-X. See Appendix A for a discussion of the scope and
methodology and prior coverage related to the objective.

Background (U)

(U) ACC is the Air Force’s lead agent for combat search and rescue operations. In
October 2003, the CSAR-X program and mission transferred from ACC to the Air Force
Special Operations Command. On October 1, 2006, the combat search and rescue
mission was transferred back to ACC. Headquarters Aeronautical Systems Center
(ASC), located at Wright Patterson Air Force Base, Ohio, designs, develops, and delivers
acrospace weapon systems and capabilities for the U.S. Air Force, including the combat
search and rescue program.

The CSAR-X Program (U)

(U) The primary mission of the U.S. Air Force combat search and rescue program is to
recover isolated personnel from hostile or denied territory. Currently, the Air Force uses
the HH-60G Pave Hawk helicopter for combat search and rescue operations. An

October 5, 1998, ACC-prepared CSAR-X mission needs statement highlighted HH-60G
capability shortfalls in service life; flight characteristics; survivability; responsiveness;
cabin space; adverse weather capability; mission equipment; hoist; night vision goggles
compatibility; avionics; human factors; and command, control, communication,
computer, and intelligence interoperability. The CSAR-X will replace the current fleet of
HH-60G helicopters.

CSAR-X Advisory and Assistance Task Orders (U)

(U) Both ACC and ASC use advisory and assistance services contracts to support
ongoing combat search and rescue operations, including the planned CSAR-X
acquisition. ACC and ASC obtained CSAR-X advisory and assistance services by
placing task orders under separate multiple-award contracts at the U.S. Army
Communications and Electronics Command (CECOM) and ASC. The CECOM Rapid
Response (R2) multiple-award contract consisted of eight separate indefinite-delivery,
indefinite-quantity awards. CECOM competes requirements for a broad range of services
as task orders among the eight multiple-award contracts. The ASC Consolidated
Acquisition of Professional Services (CAPS) multiple-award contracts provided a wide
range of acquisition disciplines and specialties and consisted of nine indefinite-delivery,
indefinite-quantity awards. ACC and ASC each awarded one advisory and assistance
services task order under the CECOM R2 multiple-award contract, and ASC awarded



two advisory and assistance services task orders under the CAPS multiple-award
contract.

Contract Actions Reviewed (U)

(U) We reviewed four task orders for advisory and assistance services supporting
CSAR-X, awarded from 'Y 2006 through FY 2009, totaling $32.7 million. The task
orders were issued under CECOM and ASC multiple-award contracts for contractor
personnel requirements at the ACC CSAR Requirements Office (ACC/A8R) located at
Langley Air Force Base, Virginia, and the ASC CSAR-X Program Office located in the
303" Aeronautical Systems Wing (303 AESW) at Wright Patterson Air Force Base,
Ohio. Table 1 provides a breakdown of the contracts and task orders reviewed. See
Appendix B for a summary of task order deficiencies and Appendix C for further
discussion on the specifics of each of the four task orders.

Table 1. Contract Actions Reviewed (U)

Requiring Contracting Contract/Task Order Estimated
Activity(U) Activity (U) Number(U) Value(U)
ACC/A8R CECOM DAAB07-03-D-B010/0138 $24,843,545
303 AESW CECOM DAAB07-03-D-B006/0187 3,000,000
303 AESW ASC FA8622-06-D-8509/0031 2,114,882
303 AESW ASC FA8622-06-D-8506/0103 2,778,407
Total $32,736,834

CSAR-X Program Status (U)

(U) In the April 6, 2009, speech, “Defense Budget Recommendation Statement,” the
Secretary of Defense announced key decisions with respect to the DOD FY 2010 budget,
including decisions regarding the CSAR-X helicopter program. The Secretary stated
that:

(U) We will terminate the Air Force Combat Search and Rescue X
(CSAR-X) helicopter program.  This program has a troubled
acquisition history and raises the fundamental question of whether this
important mission can only be accomplished by vet another single-
service solution with single-purpose aircraft. We will take a fresh look
at the requirement behind this program and develop a more sustainable
approach.”

" (U) DOD, Office of the Assistant Secretary of Defense (Public Affairs). On the Web:
http:/www.defenselink mil/speeches/speech.aspx?speechid=1341.



http://www.defenselink.millspeeches/speech

Criteria (U)

Advisory and Assistance Services (U)

(U) FAR Part 2, “Definition of Words and Terms,” defines advisory and assistance
services as:
(U) Those services provided under contract by nongovernmental
sources to support or improve: Organizational policy development;
decision-making, management and administration; program and/or
project management and administration; or R&D [Research and
Development] activities. It can also mean the furnishing of professional
advice or assistance rendered to improve the effectiveness of Federal
management processes or procedures (including those of an
engineering or technical nature).

Competition in Contracting Act (U)

(U) The Competition in Contracting Act is implemented in section 2304, title 10, United
States Code (10 U.S.C. 2304). When conducting procurement for property or services,
10 U.S.C. 2304 states that the agency shall obtain full and open competition through the
use of competitive procedures in accordance with the requirements of this chapter and the
FAR.

Price Reasonableness Determination (U)

(U) The FAR requires that contracting officers purchase supplies and services from
responsible sources at fair and reasonable prices. The tools used for determining the
price reasonableness of a service contract include independent government cost estimates
(IGCEs), technical evaluations of labor hours and labor mix, and price negotiation
memoranda.

Review of Internal Controls (U)

(U) DOD Instruction 5010.40, “Managers” Internal Control (MIC) Program Procedures,”
January 4, 2006, require DOD organizations to implement a comprehensive system of
internal controls that provides reasonable assurance that programs are operating as
intended and to evaluate the effectiveness of the controls. We identified internal control
weaknesses for ACC, ASC, and CECOM. Specifically, internal controls were not in
place to ensure that contractors, providing services under multiple-award contracts, are
provided sufficient time to respond to task order solicitations; that IGCEs and price
reasonableness decisions were supported; that adequate contractor surveillance was
performed on advisory and assistance services task orders; and that contractors do not
perform inherently governmental functions. Implementing the recommendations in
Findings A and B will improve internal control deficiencies identified in this report. We
will provide a copy of the final report to the senior official(s) responsible for internal
controls in the Army and Air Force.



Finding A. Award and Administration of
Advisory and Assistance Services Contracts
(U)

(U) Air Force program and contracting officials and CECOM contracting officials did not
obtain competition or otherwise ensure that prices were fair and reasonable when
awarding four advisory and assistance services task orders supporting the CSAR-X
program. In addition, contracting officials did not adequately oversee the four task
orders. This occurred because these officials did not comply with FAR and DFARS
requirements when awarding and administering these task orders. Specifically on all four
task orders officials:

e (U) circumvented fair opportunity to be considered for award by unduly limiting
time for contractors to respond,

¢ (U) did not prepare adequate IGCEs,

e (U) performed inadequate price and technical analyses, and

¢ (U) did not establish appropriate contractor surveillance plans or conduct
sufficient surveillance.

(U) As aresult, the Air Force has no assurance it obtained the best value or that the
contractors performed effectively or efficiently on the task orders valued at $32.7 million.

Task Orders Reviewed (U)

(U) Air Force and CECOM officials circumvented fair opportunity by limiting the
amount of time contractors had to submit bids for task orders, prepared inadequate
IGCEs, performed inadequate price and technical analyses, and performed inadequate
contractor surveillance.

Fair Opportunity to Submit Bids for Task Orders (U)

(U) For each of the task orders issued under multiple-award contracts, Air Force and
CECOM contracting officials did not provide contractors with a fair opportunity to
submit bids. For three of these orders, the sole bidder and awardee was the incumbent
contractor. FAR 16.505(b)(1)(ii1), “Ordering,” requires contracting officers to consider
the amount of time contractors need to make informed business decisions on whether to
respond to potential orders. Limiting the amount of time contractors are allowed to make
informed business decisions denies fair opportunity and limits competition.

=E=e=a=0On September 13, 2006, CECOM awarded task order 0138 to Lear Siegler Inc.
(LSI) for contractor services performed at ACC, Langley Air Force Base. Although the
scope of work outlined in the performance work statement was complex, the contracting
officer only allowed the contractors 1 business day to indicate their intention to respond
to the proposed task order, and 5 business days to provide a task execution plan. Only

one of the eight contractors provided a proposal.
and 1s

4 b 4 4



listed as the one known source of supply on the performance work statement.

The task order period of
performance included one 4-month base period and 4 option years. The task order had a
potential ceiling value of $24.8 million. The purpose of the task order was to provide
services to support:

(U) management and process planning,
(U) acquisition subject matter expertise,
(U) system engineering,

(U) military operations analysis,

(U) modeling and simulation support,
(U) technical writing and editing, and
(U) information technology support.

(U) According to the contracting officer’s technical representative for this task order, the
short response time afforded contractors on this task order to submit proposals was
consistent with the goal of the R2 contract of awarding task orders quickly. For task
orders 0103, 0031, and 0187, contractors were allowed 3 to 5 business days to submit
proposals. On task orders 0103 and 0031, only incumbent contractors submitted
proposals.

Independent Government Cost Estimates (U)

(U) The Air Force developed incomplete and inadequate IGCEs for the four advisory and
assistance services task orders supporting the combat search and rescue mission. For all
four task orders, estimates consisted of a combination of labor rates, categories, hours, or
total costs with no explanation of how estimates were developed. FAR 15.406-1(a),
“Prenegotiation Objectives,” states that contracting officials should establish the
Government’s initial negotiation position with the use of various analyses and techniques
including the IGCE. The imformation gathered should assist contracting officials in
deciding the fairness and reasonableness of proposals received from contractors. See
Table 2 for a cost comparison between the independent government cost estimates and
contractor proposal.

Table 2. Independent Government Cost Estimate versus
Contractor Proposal (U)

Task Order IGCE (U) Contractor Proposal Difference
Number (U) -“Foteyr el
0138 $21,100,000 '
0187 $3,000,000
0031 $2,123,780
0103 $2,884,554

4 3 4 4



«EE=On task order 0138, dated August 8, 2006, the IGCE totaled $21.1 million.
Although the IGCE contained various labor categories, labor rates, and applicable hours,

the estimate did not summarize the methodology used to determine the applicable labor
A September 5, 2006, technical evaluation that the
chief for CSAR-X requirements performed stated that the IGCE did not factor in prime
contractor labor, material, travel cost, Secure Internet Protocol Router capability, or
various computer hardware system pieces. However, the requirements chief considered
the proposed costs fair and reasonable without performing an analysis of the contractor’s
proposed costs. The IGCE for task orders 0103 and 0031 were undated and unsigned and
also lacked specific detail as to the methodology employed to arrive at the required hours.

Both estimates appeared to be based on the contractor proposals, not on a detailed
Government analysis. In all these cases, prices were accepted as proposed.

Price Reasonableness Decisions (U)

el ontracting officials did not conduct adequate price reasonableness
determinations for the four task orders reviewed and program officials did not adequately
document and support that the prices paid were fair and reasonable. FAR 15.404-1,
“Proposal Analysis Techniques,” states that the objective of proposal analysis is to ensure
that the final agreed-to price 1s fair and reasonable and states that the contracting officer
is responsible for evaluating the reasonableness of offered prices. Even when fair
opportunity is provided and only one offer is received, contracting officials must be
cognizant of their responsibility to obtain reasonable prices.

The determination of price reasonableness that the contracting officer
signed on September 12, 2006, stated the other direct costs included all of
labor costs and that $1.59 million in material and travel costs were
sufficiently broken down in the proposal to be considered fair and reasonable. Merely
stating that all subcontractor labor costs are included and other costs are sufficiently
broken down does not provide due diligence that prices are reasonable. In addition, a
September 5, 2006, CSAR-X requirements chief’s price/cost evaluation did not describe
the methodology employed, or analysis performed, when determining the various labor
categories, hours, travel, and proposed material costs used to determine price
reasonableness.

Contractor Surveillance (U)

(U) Air Force officials performed inadequate contractor surveillance on the four advisory
and assistance task orders supporting CSAR-X that we reviewed. FAR Subpart 46.4,
“Government Contract Quality Assurance,” states that a quality assurance plan should be
prepared in conjunction with preparation of the statement of work, should specify all
work requiring surveillance, and the method of surveillance. It also requires the
Government to conduct quality assurance to ensure the contractor is performing in
accordance with the statement of work. In addition, Defense Federal Acquisition Regulation
Supplement (DFARS) Subpart 201.6, “Career Development, Contracting Authority, and
Responsibilities,” requires contracting officers to assign in writing a qualified representative
to assist in monitoring the administration and technical aspects of the contract. Surveillance



of contractor performance and cost is essential to protect the interests of the Government.
Although contracting officer representatives were designated in writing, their surveillance
consisted primarily of a review of contractor invoices and contractor-generated status reports.
Surveillance plans had not been developed to ensure that time and materials billed to the
Government were accurate and reasonable for each tasking. Because these are
time-and-materials task orders, the Air Force reimburses the contractor based on the actual
cost of materials, travel, and direct labor hours at specified fixed hourly rates that include
wages, indirect costs, and profit. Therefore these task orders require appropriate Government
oversight to ensure the contractor is performing efficiently.

Contract Competition Environment (U)

(U) By not providing all contractors sufficient time to respond to requests for proposals
under multiple-award contracts, contracting officers created an environment where
incumbent contractors were more likely to submit proposals. By not fostering a
competitive environment in which all potential contractors were provided a fair
opportunity to compete under multiple-award contracts, contracting officers may not
obtain competitive prices for services. Also, since CSAR-X program officials did not
adequately support price reasonableness decisions, there is no assurance that prices paid
for CSAR advisory and assistance services were fair and reasonable.

Obtaining Best Value for CSAR-X Services (U)

(U) The Air Force has no assurance it obtained the best value for advisory and assistance
services in support of the combat search and rescue mission, and no assurance that
contractors are performing efficiently or effectively. The Air Force relies on the use of
advisory and assistance services contracts to support current and future combat search
and rescue operations. To ensure it obtains the best value for these services, the Air
Force must create a competitive environment in which qualified contractors are
encouraged to bid on each task order under multiple-award contracts. To ensure
reasonable prices are obtained, IGCEs and price reasonable decisions need to be
supportable and reflect the level of effort required under each task order. In addition,
increasing contract oversight and reporting of contractor performance for each of the four
combat search and rescue advisory and assistance task orders and obtaining an incurred
cost audit from the Defense Contract Audit Agency on the largest dollar task order
reviewed (task order 0138) will reduce contract risk and ensure that the Air Force pays
only for the contracted services performed.

Management Comments on the Finding and Our
Response (U)

Army Comments (U)

(U) The Executive Director, CECOM Contracting Center, Army Contracting Command,
provided comments on the report finding regarding price reasonableness determinations
for task orders 0187 and 0138. Specifically, for task order 0187, the executive director
stated that because two proposals were received, price competition established price
reasonableness for this task order. In addition to price competition, the acting executive



director stated that the contract specialist compared the proposed rates to those currently
on contract and found them to be identical. The contract specialist also compared
subcontractor pricing to prime rates of similar labor categories already on contract to
establish price reasonableness. On task order 0138, the executive director stated price
reasonableness was also established through price competition along with a similar
review of proposed labor rates. The executive director did agree that travel and material
under other direct costs should have been more properly analyzed and stated that the
CECOM Contracting Center will ensure that future price reasonableness decisions would
properly consider all other direct costs.

Our Response (U)

(U) FAR 15.404-1, “Proposal Analysis Techniques,” states that the objective of proposal
analysis is to ensure that the final agreed-to price is fair and reasonable and states that the
contracting officer is responsible for evaluating the reasonableness of offered prices.
Even when fair opportunity is provided and only one offer is received, contracting
officials must be cognizant of their responsibility to obtain reasonable prices. On task
order 0187, only one reasonable offer was received, and on task order 0138, only one
offer was received. Because limited competition was obtained on both task orders, even
more scrutiny should be applied to each proposal when making price reasonableness
decisions. By only comparing proposed rates with those established in the R2
multiple-award contract, contracting officials made incomplete and inadequate price
reasonableness determinations for task orders 0187 and 0138. Without verifving the
proposed labor categories and proposed hours per labor category are reasonable,
contracting officials cannot ensure that the overall price is reasonable.

Air Force Comments (U)

(U) The Deputy Assistant Secretary for Acquisition Integration, Office of the Assistant
Secretary for the Air Force for Acquisition, stated the information provided in the report
did not support the finding that only incumbent contractors were likely to submit
proposals.

Our Response (U)

(U) As discussed in this report, for three of the four task orders reviewed, the sole bidder
and awardee was the incumbent contractor. We believe by not providing all contractors
sufficient time to respond to requests for proposals under multiple-award contracts,
contracting officers created an environment where incumbent contractors were more
likely to submit proposals.

Recommendations, Management Comments, and Our
Response (U)

Revised Recommendation (U)

(U) As a result of management comments, we revised draft report Recommendation A.1,
which required the Commanders, Aeronautical Systems Center and U.S. Army
Communications and Electronics Command, to request that the Director, Defense



Procurement and Acquisition Policy, establish reasonable solicitation response time
frames.

(U) A.1. We recommend that the Commanders, Aeronautical Systems Center and
U.S. Army Communications and Electronics Command, request that their
respective Service Acquisition Executives establish reasonable solicitation response
time frames.

Army Comments (U)

(U) The Executive Director, CECOM Contracting Center, Army Contracting Command,
disagreed and stated each solicitation needs to establish response times that are
reasonable for the specific effort, and did not agree that the Director, Defense
Procurement, needs to establish reasonable response time frames for each multiple-award
task order. In addition, the executive director stated that FAR Part 16.505(b)(1)(i1)
allows broad discretion to the contracting officer to determine appropriate ordering
procedures.

Our Response (U)

(U) The Army comments are not responsive. Although FAR Part 16.505(b)(1) allows
broad discretion to the contracting officer to determine appropriate ordering procedures,
it also states contracting officers should consider the amount of time contractors need to
make informed business decisions on whether to respond to potential orders when
developing ordering procedures. We do not believe that contractors can make informed
business decisions when asked to indicate their intention to respond to a task order within
1 business day, and provide a proposal within 5 business days on a task order valued at
more than $24 million. We request that the executive director reconsider his position on
establishing reasonable solicitation response time frames.

Air Force Comments (U)

(U) The Deputy Assistant Secretary for Acquisition Integration, Office of the Assistant
Secretary for the Air Force for Acquisition (Deputy Assistant Secretary), partially agreed
with our draft report recommendation and provided comments from the Aeronautical
Systems Command and the Air Staff. The Deputy Assistant Secretary stated that it
would be difficult for the Director, Defense Procurement and Acquisition Policy, to
establish time frames for all solicitations, but agreed that minimum timelines are
necessary to ensure fair opportunity to submit bids for all competitors. The Deputy
Assistant Secretary also stated that to ensure reasonable solicitation time frames are
applied to the Consolidated Acquisition of Professional Services (CAPS) contracts on a
case-by-case basis, the Director, Acquisition Excellence, ASC, issued guidance detailing
mandatory time frames based on dollar value and complexity of potential acquisitions on
December 17, 2009.

Our Response (U)

(U) The Deputy Assistant Secretary comments were responsive and no further comments
are required.



(U) A.2. We recommend that the Commanders, Air Combat Command and
Aeronautical Systems Center, instruct contracting officials to:

(U) a. Document and fully support the methodology used to prepare
independent government cost estimates.

(U) b. Document and support price reasonableness determinations.

Air Force Comments (U)

(U) The Deputy Assistant Secretary agreed with the intent of Recommendations A.2.a
and A.2.b, noting that guidance was being developed that requires all CAPS program
estimates be signed, dated, and the methodology used to develop the estimate be
explained. Further, he noted that no solicitation may be released until an appropriately
documented and signed estimate was provided. ASC issued guidance on December 1,
2009, regarding independent government cost estimates. The Deputy Assistant Secretary
also noted that the U.S. Army CECOM contracting office awarded the contract and was
responsible for reviewing and requesting refinement of information ACC provided to
adequately evaluate the reasonableness of the final proposed price. Subsequent
documentation of that decision was within the U.S. Army CECOM organization, not
ACC.

Our Response (U)

(U) The Deputy Assistant Secretary comments were partially responsive to
Recommendations A.2.a and A.2.b. As the requiring activity, ACC is required to
develop independent government cost estimates in accordance with “Air Force Purchases
Using Military Interdepartmental Purchase Requests,” August 2007. The ACC CSAR
requirements office had obtained similar services under existing Air Force contract
vehicles since 1995 and was best positioned to document and support the methodology
used to prepare independent government cost estimates and support price reasonableness
determinations. Thus we request the Commander, ACC, to provide a response to the
final report specifying what action ACC will take to ensure independent government cost
estimates and price reasonableness determinations are fully supported.

(U)c. Prepare quality assurance surveillance plans that specify the work that
requires surveillance and the type of surveillance to be performed.

Air Force Comments (U)

(U) The Deputy Assistant Secretary agreed with the intent of the recommendation, noting
that the surveillance plans should not be the prime focus of ensuring inherently
governmental duties are not being performed by contractors. Specifically, he commented
that this was the responsibility of the contracting officer to ensure contract duties being
requested are not inherently governmental. The Deputy Assistant Secretary also noted
ASC agreed with the recommendation, and as a part of the CAPS program’s initiative to
establish a robust and disciplined oversight and surveillance program, it will be necessary
to review and revise current policies on quality assurance plans and the type of
surveillance performed under CAPS task orders. Policies will better focus on ensuring
plans adequately detail work requiring surveillance and the methods to be employed. The
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estimated completion date for CAPS is June 1, 2010. The Deputy Assistant Secretary
commented that ACC had agreed to work with U.S. Army CECOM to refine the existing
quality assurance surveillance and performance plans. Additionally, ACC will work with
the ACC Quality Assurance Division on any future service contracts. The Deputy
Assistant Secretary stated that the estimated completion date for ACC was November 30,
2009.

Our Response (U)

(U) The Deputy Assistant Secretary comments were responsive however planned actions
had not been completed as stated. We request that the Deputy Assistant Secretary
provide verification or a date when the recommended action will be completed.

(U) A.3. We recommend the Commander, U.S. Army Communications and
Flectronics Command, request the Defense Contract Audit Agency perform an
incurred cost audit for task order 0138.

Army Comments (U)

(U) The Executive Director, CECOM Contracting Center, Army Contracting Command,
agreed with the recommendation and stated the contracting officer for contract
DAABO07-03-D-B006 would request an incurred cost audit for task order 0138 no later
than December 7, 2009.

Our Response (U)

(U) The executive director’s comments were responsive; however, in subsequent
discussions CECOM management stated the contracting officer would not request an
incurred cost audit for this task order until performance was complete. We request that
the Executive Director, CECOM Contracting Center, provide verification or a date when
the recommended action will be completed.
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Finding B. Contractor Performance of
Inherently Governmental Functions (U)

(U) Air Force and CECOM contracting officials did not ensure that they retained full
responsibility for inherently governmental functions associated with one advisory and
assistance services task order. In addition, three task orders supporting the combat search
and rescue mission included indicators of personal services. Specifically, officials
permitted contractors to perform potentially inherently governmental functions and
personal services by allowing:

(U) contracted services to exceed a period of 1 year;

(U) all contractor performance to be completed on site;

(U) principal tools, space, and equipment to be provided by the Government; and
(U) contractor employees to perform services under working conditions that
were indistinguishable from Government personnel.

(U) These conditions occurred because Air Force and CECOM contracting offices did not
comply with the FAR and lacked policies and procedures to make sure that contracting
officers correctly administer task orders and provide adequate contract oversight to
ensure that contractors are not performing inherently governmental functions or
providing personal services. As a result, ASC and CECOM contracting officers did not
protect the best interest of the Government on $32.7 million in advisory and assistance
services task orders supporting the combat search and rescue mission and did not
determine whether Government employees could have performed these functions more
cost effectively.

Inherently Governmental and Personal Services Criteria

(U)

(U) The FAR is the primary regulation all Federal Executive agencies use in the
acquisition of supplies and services. Specifically, the FAR provides the following
guidance for inherently governmental functions and personal services:

e (U)FAR 2.101, “Definitions,” states that an inherently governmental function is a
function that is so intimately related to public interest as to mandate performance
by Government employees. These functions include those activities that require
either the exercise of discretion in applying Government authority or making of
value judgments in making decisions for the Government.

¢ (U)FAR 7.5, “Inherently Governmental Functions,” provides examples of
inherently governmental functions, and functions that are not inherently
governmental but have the potential of becoming inherently governmental
depending on the nature of the function. Additionally, there should be written
documentation stating that none of the functions to be performed are inherently
governmental.
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e (U)FAR 37.104, “Personal Services Contracts,” states that personal services
contracts are defined by the employer-employee relationship created between the
Government and the contractor’s personnel. Additionally, greater scrutiny and an
enhanced degree of management oversight is exercised when contracting for
functions that are not inherently governmental but closely support the
performance of inherently governmental functions.

e (U)FAR 37.114, “Special Acquisition Requirements,” states that contractors
working in situations where their contractor status is not obvious to third parties
are required to identify themselves as contractors.

Insourcing Contracted Services (U)

(U) Section 324 of Public Law 110-181, “National Defense Authorization Act for Fiscal
Year 2008, January 28, 2008, requires the Under Secretary of Defense for Personnel and
Readiness “devise and implement guidelines and procedures to ensure that consideration
18 given to using, on a regular basis, Department of Defense civilian employees to
perform new functions and functions that are performed by contractors and could be
provided by Department of Defense civilian employees.” The guideline also provides for
“special consideration to be given to using Department of Defense civilian employees to
perform any function that is closely associated with the performance of an inherently
governmental function.”

(U) Deputy Secretary of Defense memorandum, “In-sourcing Contracted Services -
Implementation Guidance,” May 28, 2009, emphasizes existing DOD policies, statutes,
and procedures. The insourcing implementation guidance defines insourcing as the
conversion of any currently contracted service or function to DOD civilian or military
performance, or combination. Insourcing actions include the conversion of contracted
functions considered inherently governmental. Specifically:

¢ (U) Officials should develop an insourcing plan and designated insourcing
program officials should consider the types of services performed and the ratio of
contract support to in-house performance within various functional areas;

¢ (U) Requiring officials, contracting officials, contracting officers representatives,
and contracting officer technical representatives should work together to prioritize
contracted services for insourcing; and

¢ (U) The requiring official must provide the contracting officer with a written
determination that functions performed are not inherently governmental and will
not violate provisions of the FAR on contracting for personal services.

Inherently Governmental Functions (U)

(U) FAR 2.101 identifies inherently governmental functions as functions so intimately
related to public interest as to mandate performance by Government employees. ASC
contracting and quality assurance personnel allowed contractor employees to perform

inherently governmental functions for contract FA8622-06-D-8509, task order 0031.
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Specifically, between October and November 2008, task order 0031 contractor
Acquisition Management duties included:

e (U)reviewing a DOD Inspector General (IG) draft report on the CSAR-X
requirements development process, and

¢ (U) providing comments on the report to the Air Force to support an Air Force
response to the draft report.

(U) According to contractor-submitted status reports, these duties helped to ensure that
the DOD IG final report to Congress was complete, accurate, and defendable. However,
the referenced draft report, issued October 31, 2008, contained warnings advising that
distribution of the proposed report outside DOD is not authorized. There must be
safeguards preventing publication or improper disclosure of the information in the
report. FAR 7.503, “Policy,” states that contracts should not be used for the
performance of inherently governmental functions, and FAR 7.503(¢) (20) states that
“the drafting of . . . agency responses to audit reports from the Inspector General” is an
inherently governmental function. The use of contractor personnel to support the
response to the 1G audit report specifically contradicted FAR 7.5 examples of functions
considered inherently governmental.

Personal Services Contracts (U)

(U) FAR 37.104 identifies a personal services contract by the employer-employee
relationship established between Government and contractor personnel. This relationship
occurs when a Government employee provides continuous supervision of subcontractor
personnel. The Government is normally required to obtain its employees by direct hire
under competitive appointment or other procedures under civil service laws. Awarding
personal services contracts is prohibited unless a specific statute authorizes the

acquisition.

(U) In addition, when assessing whether a proposed contract is personal in nature, the
FAR provides the following descriptive elements as potential indicators of personal
services contracts:

e (U) performance on site;
¢ (U) principal tools and equipment furnished by the Government;

e (U) the need for the type of service provided can reasonably be expected to last
beyond 1 year; and

e (U) inherent nature of the service, or manner in which provided, reasonably
requires direct or indirect Government supervision of contractor employees.

(U) Of the four task orders reviewed, three task orders contained contract requirements
that indicate the potential presence of personal services. Specifically, Government
employees exercised continuous supervision over contractors performing services on task
orders 0138, 0187, and 0031. Government employees located at the CSAR-X program
office reviewed contractor work daily, and reported unsatisfactory and exceptional
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performance to the Quality Assurance Personnel and Government Task Leads.
Additionally, Government employees located at ASC and ACC maintained
communications with all contractors, performed contractor performance assessments,
validated contractor invoices, approved travel requests, and provided day-to-day
oversight and inspections to verify that contractors complied with technical requirements.

(U)Additionally, task orders 0138 and 0187 dictated contractor use of Government-
furnished working space and equipment for performing contracted services on site at
Wright Patterson Air Force Base and Langley Air Force Base. These two task orders also
provided contracted services that exceeded 1 year. The period of performance for
contract DAAB07-03-D-B010, task order 0138 included a 4-month base period with four
1-year option periods. The period of performance for contract DAAB07-03-D-B006,
task order 0187 was for 48 months from contract award.

(U) Finally, on contract FA8622-06-D-8509, task order 0031, Innovative Technologies
Corporation consistently reported among its recurring administrative support duties the
management of a CSAR-X morale fund to include providing flowers and farewell
mementos to both Government and contractor personnel. According to contractor-
prepared status reports, the fund helped maintain a positive perspective for personnel
working in the CSAR-X program office and enhanced relationships within the
organization. We believe the contractor’s management of the CSAR-X morale fund is an
unallowable contracted personal service.

Contractor Personnel (U)

(U) Of the four task orders reviewed, one task order supported work performed at
Headquarters, ACC, and three task orders supported work performed at ASC. The table
below identifies the contracts reviewed. the total number of current Government and
contractor personnel at each ACC or ASC office supported, the total number of
contractor staff assigned to each contract task order, and the percentage of contractor staff
to total personnel associated with each task order.

Table 3. Contractor Personnel (U)

Contract and Task Location of Total Total : Contractor
Order Number (U) Performance Government Contractor Personnel as
(U) and Personnel at a Percentage
Contractor Location (U) of Total
Personnel at Personnel
Location (U) {9))]
DAABO0O7-03-D-B010/0138 ACC/ASR 38 17 45
DAABO7-03-D-B006/0187 ASC 59% 3 5
FA8622-06-D-8509/0031 ASC 59% 12 [ 20
FAB622-06-D-8506/0103 ASC 59 4 7

*(U) There are 59 total personnel located at the Aeronautical Systems Command CSAR-X program
office, who provide combat search and rescue support for the CSAR-X program.
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(U) Section 2463, title 10, United States Code, requires the Under Secretary of Defense
for Personnel and Readiness to develop guidelines and procedures to ensure that
consideration is given to DOD civilian employees to perform new functions or functions
currently performed by contractors. Additionally, Deputy Secretary of Defense
memorandum, “In-sourcing Contracted Services-Implementation Guidance,” states that
insourcing is the conversion of any currently contracted services and functions to DOD
civilian or military personnel. Insourcing actions include the conversion of contractor
employees performing functions considered inherently governmental. Additionally,
officials should develop an insourcing plan and designated insourcing program officials
should consider the types of services performed and the ratio of contract support to in-
house performance within various functional areas.

(U) ACC, Directorate of Requirements, contractor personnel accounted for 17 of 38, or
45 percent, total personnel positions providing services at the Directorate of
Requirements office. ASC CSAR-X program office contractor personnel accounted for
19 of 59, or 32 percent, of the total personnel positions providing services at the CSAR-X
program office. Since contractor personnel currently provide services that directly apply
to the combat search and rescue mission, we believe that this mission should be subject to
the requirements of 10 U.S.C. 2463 and the Deputy Secretary of Defense memorandum,
“In-sourcing Contracted Services-Implementation Guidance.”

Contractor Identification (U)

(U) FAR 37.114 states that contractors working in situations where their contractor status
is not obvious to third parties are required to identify themselves as contractors.
Additionally, agencies must ensure that all contractor personnel attending meetings,
answering Government telephones, and working in other situations where their contractor
status is not obvious, must identify themselves.

(U) Contractors located at the ASC CSAR-X program office are organized in a functional
manner, separating the acquisition, technical, financial, and contract divisions.

Contractor employees work within each section and are intermingled with civilian and
military employees; however, they are readily identifiable. Each contractor’s workspace
identifies the contractor with a sign specifying the contractor’s name and company.
Additionally, contractor personnel are required to identify themselves as contractors
when answering the telephone at the CSAR-X program office.

(U) However, contractors located at the ACC CSAR requirements office are not readily
identifiable. Contractors are colocated in the same space with Government employees
and Government supervisors. The Government organization chart and telephone roster
list both civilian and military employees and contractor personnel together under
assigned DOD system telephone numbers. There is nothing to distinguish Government
employees from contractor personnel. As a result, outside visitors or callers to the ACC
CSAR requirements office cannot readily identify contractor personnel from
civilian/military employees. Additionally, our visual inspection of the ACC CSAR
requirements office space verified that contractors do not wear identification or have
work stations that identify them as contractor personnel. As a result, contractor status is
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not obvious to third parties and thus contractor personnel may create the impression of
being Government employees with the ability to fully represent the Government.

Contractor Oversight (U)

(U) FAR Part 7.5 states that there should be written documentation that no functions to be
performed will be inherently governmental. Additionally, FAR 37.104 states that
awarding personal services contracts is prohibited. Of the four task orders reviewed, task
orders 0138 and 0187 included contracting officer-approved memoranda for the record
stating that support services required were not for personal services. However, there was
no written documentation stating that performance of contractor functions was not
inherently governmental, as required by the FAR. Task orders 0103 and 0031 included
contracting officer-approved documentation stating that support required for this task
order was not inherently governmental. Even though each task order contained
contracting officer-approved documentation stating that contract services were either not
inherently governmental or for personal services, contracting officers still allowed
contractors to perform inherently governmental functions and personal services.

(U) FAR Part 37.1 states that the contracting officer is responsible for ensuring that a
proposed contract for services is proper and agencies shall not award a contract for the
performance of inherently governmental functions or personal services. FAR 37.114
states that an enhanced degree of management oversight should be exercised when
contracting for functions that are not inherently governmental but closely support the
performance of inherently governmental functions. Of the four task orders reviewed, task
orders 0138 and 0187 followed the CECOM R2 surveillance plan that provided the
contracting officer with procedures required to accurately monitor the performance of the
CECOM multiple-award task order support contracts. Additionally, task order 0138
followed a supplementary R2 surveillance plan that established procedures for
monitoring, reporting, and evaluating the performance of the contractor. However,
neither surveillance plan contained specific contract oversight provisions to discourage or
prevent Government personnel from tasking contractors with inherently governmental
functions or providing personal services. The remaining two task orders, 0031 and 0103,
followed Performance Management Plans that provide guidance on assessing,
documenting, and managing contractor performance. However, those plans also did not
contain specific contract oversight provisions to discourage or prevent Government
personnel from tasking contractors with inherently governmental functions or providing
personal services.

(U) Since ASC and CECOM contracting officers allowed contractors to perform
inherently governmental functions and personal services, we believe that the contracting
officers did not exercise a sufficient degree of management oversight over functions that
supported the combat search and rescue mission. As aresult, ASC and CECOM
contracting officers did not protect the best interest of the Government when contracting
and providing contract oversight on advisory and assistance services task orders
supporting the combat search and rescue mission.
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Government’s Best Interest (U)

(U) Air Force and CECOM contracting offices lack internal controls to make certain that
contracting officers correctly administer task orders and provide adequate contract
oversight to ensure that the contractor is not performing inherently governmental
functions or providing personal services. The Air Force contracting and quality
assurance personnel allowed contractors to perform inherently governmental functions on
one task order, and we found indicators of personal services associated with three of the
four task orders reviewed. Inthese examples, we found minimal evidence of
Government oversight due to the lack of Air Force and CECOM internal controls and
standard operating procedures, which help prevent the performance of inherently
governmental functions and personal services by contractor personnel. As a result, ASC
and CECOM contracting officers did not protect the best interest of the Government on
$32.7 million in advisory and assistance services task orders supporting the combat
search and rescue mission and did not determine whether Government employees could
have performed these functions more cost effectively.

Management Comments on the Finding and Our
Response (U)

(U) The Deputy Assistant Secretary for Acquisition Integration, Office of the Assistant
Secretary for the Air Force for Acquisition (Deputy Assistant Secretary), stated he was
concerned with the premise of the finding regarding personal services contracts. He
believed that the fact that these task orders have contractors who perform on site, are
provided Government-furnished tools and equipment, or that services provided may last
beyond 1 year did not mean the contractors were performing personal services.

Our Response (U)

(U) The FAR provides various descriptive elements as potential indicators of personal
services contracts. Of the four task orders reviewed, three task orders contained contract
requirements detailed in the FAR that indicate the potential presence of personal services.
The intent of this finding and recommendation was to ensure proper safeguards are in
place to discourage and prevent Government personnel from tasking contractors with the
performance of inherently governmental functions and personal services.

Recommendations, Management Comments, and Our
Response (U)

Revised and Renumbered Recommendations (U)

(U) As aresult of Air Force comments to recommendations in a draft of this report, we
renumbered Recommendation B.2.a as B.2. We revised and renumbered the draft report
Recommendation B.2.b as Recommendation B.3 to apply only to the Commander,
Aeronautical Systems Center, in the final report. We also renumbered
Recommendation B.3 as B.4.
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(U) B.1. We recommend that the Commander, Air Combat Command;
Commander, Aeronautical Systems Center; and the Commander, U.S. Army
Communications and Electronics Command, develop policies and procedures
detailing specific contract oversight requirements to discourage and prevent
Government personnel from tasking contractors with the performance of inherently
gsovernmental functions and personal services.

Army Comments (U)

(U) The Executive Director, CECOM Contracting Center, Army Contracting Command,
partially agreed with the recommendation. The executive director stated that, to his
knowledge, no inherently governmental functions have been performed under the
CECOM task orders. In addition, the executive director stated that CECOM does have a
contracting officer’s representative (COR) contracting handbook, which reiterates the
policies and procedures for the COR, including reporting the prompt reporting of
suspected procurement fraud, bribes, and conflicts of interest. However, the Command
recognizes the need for further clarification in the guidance for the COR to ensure that
contractors are performing within the statement of work on contract and no inherently
governmental functions and personal services are performed. The executive director
stated the CECOM Contracting Center will amend the COR handbook to reemphasize the
need for oversight that will prevent the rendering of services considered to be inherently
governmental functions or personal services in nature. Also the COR handbook would be
revised to require that surveillance plans specifically address this issue. The executive
director estimated the guidance would be completed by December 1, 2009.

Our Response (U)

(U) The executive director’s comments were responsive to Recommendation B.1.
However, the Army was not able to provide us with validation that the COR handbook
had been revised to address inherently governmental functions or personal services. We
request that the executive director provide such verification or provide a specific date as
to when the recommended action will be completed.

Air Force Comments (U)

(U) The Deputy Assistant Secretary, agreed with the recommendation. The Deputy
Assistant Secretary stated that the CAPS program office was overhauling its oversight
and surveillance requirements and when completed would provide training to its
customers. The goal of the new oversight program was to create a robust and disciplined
process to ensure compliance with contract, regulatory, and statutory requirements. This
process will be fully up and running no later than June 1, 2010. The deputy also stated
that as of August 3, 2009, ACC had continuously reinforced the FAR requirements for
support contractors to be clearly identified and posted signage outside each cubicle to
assist visitors with this identification as well.

Our Response (U)

(U) The Deputy Assistant Secretary comments were responsive and no further comments
are required.
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(U) B.2. We recommend that the Commanders, Air Combat Command and
Aeronautical Systems Center, identify, within 60 days from the date of the final
report, which contractor positions should be converted to civilian or military
positions, in accordance with section 324 of Public Law 110-181, “National Defense
Authorization Act for Fiscal Year 2008,” and the May 28, 2009, Deputy Secretary of
Defense memorandum, “In-sourcing Contracted Services-Implementation
Guidance.”

Air Force Comments (U)

(U) The Deputy Assistant Secretary agreed with the intent of the recommendation, stating
that the Air Force was in the process of reviewing its support contract inventory to meet
the intent of section 2463, title 10, United States Code, to ensure that contracts are not let
for inherently governmental functions, that personal services contracts are performed in
accordance with applicable statutory and regulatory guidelines, and would review each
for potential conversion to Government performance.

Our Response (U)

(U) The Deputy Assistant Secretary comments were responsive except the deputy did not
provide us with an estimated time frame as to when it would be completed. We request
that the Commanders Air Combat Command and Aeronautical Systems Center provide a
specific date as to when the recommended action will be completed.

(U) B.3. We recommend that the Commander, Aeronautical Systems Center,
perform an administrative review to determine who tasked contractors to perform
inherently governmental functions and personal services, and take appropriate
disciplinary actions.

Air Force Comments (U)

(U) The Deputy Assistant Secretary agreed with the intent of the recommendation, and
stated that ASC conducted an administrative review and found that no Government
employee specifically directed the contractor to manage the morale fund. Program
officials removed this duty from the contractor. The CSAR-X program office issued a
policy memorandum on management of the morale fund.

Our Response (U)

(U) The Deputy Assistant Secretary comments were responsive and no further comments
are required.

(U) B.4. We recommend that the Commander, Aeronautical Systems Center, issue
suidance advising contracting officers that the release of Inspector General draft
reports outside DOD without the explicit permission of the Department of Defense
Office of Inspector General is strictly prohibited, and that contractors are
prohibited from drafting agency comments to Inspector General reports, in
accordance with Federal Acquisition Regulation 7.503, “Inherently Governmental
Functions.”
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Air Force Comments (U)

(U) The Deputy Assistant Secretary agreed with the intent of the recommendation and
stated that the Air Force Materiel Command is in the process of developing
policy/guidance to ensure all acquisition personnel understand the requirements and
prohibitions associated with Office of Inspector General draft audit reports. The
estimated issue date for formal guidance is June 30, 2010. In the interim, on February 3,
2010, the Commander, ASC, issued guidance instructing all ASC personnel that release
of DOD Inspector General draft reports to contractor personnel is prohibited.

Our Response (U)

(U) The Deputy Assistant Secretary comments were responsive and no further comments
are required.
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Appendix A. Scope and Methodology (U)

(U) We conducted this performance audit from December 2008 through September 2009
in accordance with generally accepted government auditing standards. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit objectives.
We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives. The audit resulted from congressional
concerns on the Air Force’s use of advisory and assistance service contracts in support of
CSAR-X.

(U) To achieve the audit objectives, we identified and reviewed four task orders
providing advisory and assistance services in support of CSAR-X, valued at $32.7
million, issued under Army and Air Force multiple-award contracts. We reviewed
documentation maintained at the contracting and program offices to support purchases
made under multiple-award contracts. The specific documents reviewed were military
interdepartmental purchase requests and acceptances, statements of work, cost proposals,
contract award documents, contracting officer’s technical representative’s letters,
determination and finding documents, task orders, surveillance plans, price negotiation
memoranda, contract modifications, requests for proposals, IGCEs, and other
miscellaneous correspondence dated from March 2005 through June 2009. We
interviewed program managers, finance officials, and contracting officer’s technical
representatives covering purchase requirements and acquisition, competition, fair and
reasonable price determination, and the monitoring of contracts.

(U) We performed our review at the offices of the Assistant Secretary of the Air Force for
Acquisition; U.S. Air Force Air Combat Command and Aeronautical Systems Center;
and the U.S. Army Communications and Electronics Command. Our purpose was to
determine whether advisory and assistance services supporting the Air Force CSAR-X
program were in accordance with the FAR and DOD guidance. Additionally, we
interviewed contracting and program office officials located at U.S. Air Force Air
Combat Command and Aeronautical Systems Center and the U.S. Army
Communications and Electronics Command.

Use of Computer-Processed Data (U)
(U) We did not use computer-processed data to perform this audit.

Prior Coverage (U)

(U) During the last 5 years, the DOD IG has issued one report discussing the Air Force
CSAR-X helicopter. Unrestricted DOD IG reports can be accessed at
http://www.dodig.mil/audit/reports.

DOD IG (U)

(U) DOD IG Report No. D-2009-027, “Air Force Search and Rescue Helicopter,”
December 8, 2008
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Appendix B. Task Order Deficiencies (U)

(U) Of the four task orders reviewed, all had administrative problems. The following
table provides the deficiencies identified with each task order.

Task Unduly Inadequate Inadequate Inadequate Performance of

Order Task_ ; Limited Government Price and Contractor Inherently Ferlonmanee
Order Ceiling . . i of Personal
Number Value (U) Response Cost Estimate Technical Surveillance Governmental Services (1)
(1 Time (LT) () Analysis (U) () Functions{ll)
Communications and Electronics Command-Fort Monmouth, New Jersey
0138 $24.843.545 . . . . .
0187 3,000,000 o # c c »
Aeronautical Systems Center-Wright Patterson Air Force Base, Ohio
0031 $2,114,882 . . . . . .
0103 2,778,407 . . . .
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Appendix C. Description of Task Orders
Reviewed (U)

Task Order 0138 (U)

(U) U.S. Army CECOM awarded this task order under R2 multiple-award

contract DAAB07-03-D-B010, to Lear Seglar Incorporated (LSI), on September 13,
2006. The task order period of performance includes one 4-month base period and 4
option years. The task order has a potential task order ceiling value of $24.8 million.

The purpose of the task order is to provide services supporting management and process
planning, acquisition subject matter expertise, system engineering, military operations
analysis, modeling and simulation support, technical writing and editing, and information
technology support for the Air Force’s ACC.

Task Order 0187 (U)

(U) U.S. Army CECOM awarded this task order under R2 multiple-award

contract DAAB07-03-D-B006, to ARINC Engineering Services, LLC, on September 26,
2006. The period of performance for the entire task order is 48 months from the date of
contract award, and specific periods of performance will be as specified on each discrete
Engineering Assignment. The task order has an estimated ceiling value of $3 million,
and provided U.S. Air Force Special Operations Forces with weapons acquisition,
program management, financial analysis, engineering, and logistics support for the U.S.
Air Force prime mission equipment in support of the MC-130 Combat Talon, AC-130U
Gunship, Predator, and CSAR-X programs.

Task Order 0031 (U)

(U) ASC awarded this task order under the CAPS multiple-award contract FA8622-06-D-
83509, to Innovative Technologies Corporation, on April 23, 2008, with a task order
period of performance through March 31, 2009. This task order has an estimated value
of $2.1 million, and provided acquisition management, acquisition logistics, test and
evaluation, engineering, and administrative support to supplement ASC Government
organic resources.

Task Order 0103 (U)

(U) ASC awarded this task order under the CAPS multiple-award contract FA8622-06-D-
85006, to LOGTEC, Inc., on January 30, 2009, with a task order period of performance
through January 16, 2010. This task order has an estimated total value of $2.8 million,
which includes CSAR-X advisory and assistance services valued at $716,868. The task
order added contracted personnel positions in the areas of financial management,
acquisition management, acquisition logistics, engineering, configuration and data
management, test and evaluation, and Government-furnished property specialist support.
Contracted services under this task order supplement Government organic resources at
ASC and support the MC-130 Combat Talon, AC-130U Gunship, Battlefield Airman,
and CSAR-X programs.
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Department of the Army Comments (U)

DEPARTMENT OF THE ARMY
HEADGUARTERS, U5, ARMY MATERIEL COMMAND
8301 CHAPEK ROAD
EORT BELVOIR, VA 22080:6527

BEPLY T
ATTENTION OF:

AMCIR 22 088 20
MEMORANDUM FOR DODIG, ATTN: Mr. Mare Avers, Room 737, OIG, Dold, 400 Army
Navy Drive, Arlington, VA 22202:4704

SUBJECT: Command Reply to DaDIG Draft Report for, “Audit of Advisory and Assistance

Services Contracts in Suppost of the Air Force Combat Search and Rescue Helicopter,”
Septeraber 25, 2009, (Project No, D-2009-DO00AB-00733 (DOSID),

1. The U.8. Army Materie] Command {AMC) has reviewed subject draft report and endorses the
enclosed command comments:

2. The AMU point of contact is
M /
‘ f{“‘mm_&_-
Enel ERESA W, GERT i
puty

Acting Executive
to the Commanding General

Frivted on @ Flecycled Paper
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DEPARTMENT OF THE ARMY
LS. ARMY CONTRACTING COMMAND
8301 CHAPEX HOAD
FORY BELVOIR, VA 220806527

BEPLY 10
ATTENTHOH OF

AMSCCCG MOV 23 oam

MEMORANDUM FOR Ms. Susan McCoy, Director, Intemal Review and Audit Compliance
Office, Headquarters, US. Army Materiel Contmand, 9301 Chapek Road, Fort Belvoir, VA
22060

SUBJECT: Audit of Advisory und Assistance Services Contracts in Support of the Air Force
Combat Search and Rescue Helicopter (Praject No. D2009-DO00AB-0073.000}

1. The U5, Army Contracting Commuand (ACC) has reviewed the subject draft report.
Responses and recommendations from the U8, Army Communications and Electronics
Command {CECOM) are enclosed.

2. The ACC point of contact is

of oL, 45
Erncl EFFREY P. PARSONS
Executive Direcior

Printed on @ Flscyciad Paper
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DEPARTMENT OF THE ARMY
HEADCUARTERS. U8, ARMY CONTRACTING COMMAND-CECOM CONTRACTING CENTER
FORT MOMMCUTH, NEW JERSEY 0TTIS-5000

REFLY 10
ETFENTION OF

CUCE

MEMORANDUM THRU

CECOM Life Cyole Management Command Internal Review Office, ATTN: John B Riley,
Building 826, Port Monmiouth, B 07703

FOR Exccotive Direotor, United States Aoy Contracting Command, ATTR: AMBCCHR, Ms.
Aovas Hawkins, 930 Chapek Road, Fort Belvoly, VA 22060-8527

SUBIECT: LLE. Army Comtracting Command-CECOM Contracting Center Reply to DODIG

Breaft Reporhy Advisory and Assistance Services Contracts In Supportof the Alr Force Combat
Search and Rescue Helicopter {Project Number: D2000-D000A B-0073.0001

1. Comimeesd comeniy vt the suliett report are enclosed.

2. point of contect < D

gro e
Exeout
CECOM Camracting Center
Army Contrasting Command

Enci s
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ARMY MATERIEL COMMAND
RESPONSE TO DoDIG DRAFT REPORT:
Aundit of Advisory and Assistance Services Contracts in Support
of the Air Force Combat Search and Rescue Helicopter
Heport Ne. D2009-DOG0AB-0073.000

AUDIT CONCLUSION:

The auditors found that:

“The U.8. Army Communications cnd Elecrronics Command (CECOM), hereafier referved 1o as
CCCE, vontracting officials did wot obrain competition or otherwise ensure thar prices were fair
anid reasonable when awarding and admiiistering two task ovders for advisory and assistaice
services supporting the combat search and rescue mission. The two task orders are DAABO703-
D-BOIOAN 38, hereafter referred 1o as (Task Ovrder 0138) and DAABO?-03-D-BOOG/OIET,
hereafter referred to as (Task Order 0187). Specifically officials did net comply with the Federal
Aeguisition Regulation and Defense Federal Acquisition Regulation Supplements by:

o limiting the amount of time contractors had to respond to reguests for proposals,
allowing only I to 3 business days {Task Order 138 and Task Order 187);

s preparing inadequate independent government costestimares {Task Order 138 and Task
Order 187);

»  performing inadeguale price and technical analyses (Task Order 138 and Task Ovder
187}
performing inadequate contractor survetllance {Task Order 138 and Task Order 187});
And permilting confraciors to perform prohibited personal servives {Task Order 138 ond
Task Order 1874

Additionally, CECOM internal controls were ingffecrive. They identified weaknesses imvolving
the award, administration, and oversight of the two advisory and assistance services task
orders.”

ADDITIONAL CLARIFYING COMMENTS:
Comments on Draft Report, page 6. Draft report on page 6 states that, “confracting officials

did not determine adeguate price reasonableness determinations for Task Order 0138 and
Task Order 01877

Reference Task Order 6187: The CECOM Contracting Center did determine adequate
price reasonableness for Task Order G187, The request for task execution plan was sent to the
eight prime confractors. Two proposals were received. FAR 15.404-1(b) (2)(3) states
“Comparison of proposed prices received in response to the solicitation. Normally, adequate

was the lower of the proposals by more than 30%. The basic award was based on full and open
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competition. The time and material rates that were bid at that time were binding and were
incorporated into the resultant contract. In addition to the price competition, the contract
specialist compared the proposed prime rates to those currently on contract and found them to be
identical, as well as, comparing the subcontractor pricing to prime rates of similar labor
categories already on contract. The contracting officer therefore determined the price to be
reasonable.

Reference Task Order 0138: CECOM Contracting Center, on Task Order 0138: The
request for task execution plan was sent to the eight prime contractors. While only one proposal
was received, there was a reasonable expectation that more than one offer would be received.
The contract specialist performed priced analysis by comparing the prime labor rates, and G&A
to those rates already on contract and they were found to be identical to those on contracts.

The contract specialist took the proposed vendor rates and compared them to two approved
subcontractors that already had similar labor categories on the basic contract. The analysis
concluded that the vendor rates were comparable. The command does concur that the travel and
material under the ODCs should have been more properly analyzed in the price analysis. The
CECOM Contracting Center will ensure immediately that these areas will be properly addressed
in future determinations of price reasonableness.

RE "
RECOMMENDATION A-1: “Request that the Director, Defense Procurement and

Acquisition Policy establish reasonable solicitation response time frames.”

ACTION TAKE

Nonconcur. Each solicitation needs to establish response times that are reasonable for the
specific effort, The command does not concur that the Director, Defense Procurement needs to
establish reasonable solicitation response time frames that are applicable to each Multiple Award
Task Order (MATO) orders. The Rapid Response Project contracts were established to execute
a unique, competitive, and streamlined business process that will allow United States Federal
Government managers 1o acquire contractor-provided equipment and services. Task Order 0187
and Task Order 0138 are task orders under Multiple Award Task Order contracts. FAR Part
16.505 b (1) (ii) allows broad discretion to the Contracting Officer to determine appropriate
ordering procedures. Each contractor had known from the time of the solicitation, Statement of
Work paragraph 3.2.1.2 (Enclosure 01), that a quick turn around was expected on the request for
task execution plans and had developed internal processes to allow them to respond quickly.
Thus, for Task Order 0187 and Task Order 0138, the command believes the established response
times were reasonable.

RECOMMENDATION A-3: “Request the Defense Contract Audit Agency perform an
incurred cost audit for Task Order 0138.”

N A T.
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Conevr. The current contracting officer for DAABGT-03-D-BOO6 will request an incurred
cost audit for Task Order 0138 oo later than 7 December 2009,

RECOMMENDATION B-1: “Develop policies and procedures detailling specific contract
oversight requirements to discourage ond prevent Government personmel from tasking

contractors with the performance of inherently governmental functions and personal services”

COMMAND RESPONSE AND ACTION TAKEN

Partly Concur. The contracting office has determined from the teview of the statement of
work that it does not contain requirements for performance of inherently governmental functions
or personnel services. To ourknowledge, no inherently governmental functions have been
performed under the CECOM task orders. Surveillance is required 1o be done under service
contracts 1o ensure the conteactor is in compliance with the contract. The CCCE does have a
Contracting Officer Representative’s (COR ) Handbook, {Enclosure 02), which reiterates the
policies-and procedures for a COR. SECTION [I: GENERAL COR DUTIES, paragraph e states
“In no event will the COXR permit the Contractor to furnish materials or services in additionto,
less than, or different from those required by the contract.” SECTION [ GENERAL COR
DUTIES, paragraph r states, "Report promptly and directly to the Contracting Officer on any
suspected procurement fraud, bribery, conflicts of interest, or other improper conduct on the part
of the contractor, its employees or other Government Officials ™ Section VI, COR DUTIES -
TASK ORDER CONTRACTS paragraph | states. .. “Because of the very nature of such
contracts, however, they provide the opportunity for abuse and/or abrogation of the traditional
checks and balances in DOD Acquisition. For this reason; it is desirable for each contracting
activity within CECOM to have policies and procedures established toward assuring that control
of task order contracts remains within the contracting activity. No regulation or procedure,
however, can be substituted for the commen sense, diligence, and the firm and proper application
of authority by the Contracting Officer. Task order contracts moust be mianaged in a mannerio
prevent the appearance of personal services, employee-employer relationship between
Government and contractor employees, co-mingling or co-locating Govermment and contracior
employees. in ways which induce personal service relationships, and organizational conflicts of
interest. The intent is that the Government does not tell the contractor to make Governument
decisions, and that the Government does not require or allow the contractor to perform tasks
inherently Governmental in nature,”

However, the command does recognize the need for further clarification inthe goidance
for the CORs 1o epsure that the Contractors are performing the statement of work on contract and
no inherently governmental functions and personnel services are performed. The CCCE will
amend the COR handbook to reemphasize the need for oversight that will prevent the rendering
of services considered 1o be inherently governmental functions or personnel services in nature.
The COR handbook will alse be revised to require that surveillance plans specifically address
this issue. These two changes (o the procedures will be implemented by the CECOM
Contracting Center wo later than 1 December 2009,
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Department of the Air Force Comments (U)

DEPARTMENT OF THE AIR FORCE
WASHINGTON, DC

OFFICE OF THE ASSISTANT SECRETARY HISH 7 o000

MEMORANDUM FOR DEPARTMENT OF DEFENSEINSPECTOR GENERAL
ATTN: PROGRAM DIRECTOR, ACQUISITION AND
CONTRACT MANAGEMENT

FROM: SAF/AQX

SUBIECT: Air Force Response to Departimentof Defense Inspector General (DoDIG) Draft
Repert, Project Number D2009-DO0AB-0U73.000, Advisory and Assistance
Services Contracts in Support of the Alr Force Combat Search and Rescue
Helicopter (Your Memo, 25 8ep 09)

This iz in reply to your memorandum requesting comments and proposed management
actions on the subject deaft réport dated 25 September, 2009, We have reviewed the subject
veport and provided comments from Alr Combit Command (ACC), Aeropautical Systems Center
{ABC), and from the Alr Staff.

Anv guestions that vou of vour staff may have concerning these respornses may be
directed 1oy

4. DURANTE

Diefuty Assistant Secretary
{Acquisition Integration}
Assistant Seeretary (Acquisition)

Attachment:
Alr Force Comments to Dralt Report
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Drepartment of Defease
Offiee of Ingpector General
Review of Dralt Report of Audi
Advisory and Assistance Servives Contracts in Sopport of the A Force Combat Searclvand Rescue
Helicopter
iProject Mo, DEOOS-DOO0ARD0T3.000)

Recommendation AL We recommend that the Commianders, ULE Army Communications and
Electronies Connrand and Acropautical Systems Center (ASCYL reguestthat the Dircator, Defense
Procurement and Acguisition Policy establish reasonable sclicitation response time frames.

ARC Management Commbnts, Concur with Intent,

ASC remams fiemiy dedioated to- providing contractors a fairapportunity to submit hids and
encouraging competition. We agree that voreasonable linntations on coniractor response times can
infhrence thear decision o respond to Requests Tor Proposals.  However the detenmination of whether
e Dowitations sre reasonable or unreasonable e largelv derven by the individual elrcumstances of each
acguisthion. Therefore, we guestionrwhether the Divector, Defense Procureiment and Aequisition Poliey,
eonld estabhish vensonable solicitation response tune frames that would be appropriate for all
avguisitions or even for acquisitions under the Hmied framework of our piultple award mdefinie
dhivervimdelinite quaniity contract framework.

Toensure reasonable soliciation time frames are applied to the Consolidated Avquisition of
Professional Bervices (TAPS)Y contracts on a case-by-case basis, the Director, Acquisition Excellence,
will isswe guidance detailing numdstory thme frames based on dollar valee and complexity of potential
acguisitions.. The estinuted completion s daie 1 Dee 2009,

Adr Force Response: Concorwith intent. The FAR purposely provides Hexibility to contracting
officers to determine the imeframes needod fo obtain contoactor bids, The issue needs o focus on
whether the time frame allotted to submit bids for these task ovders were within the parmoeters
established in the contract itsell, We are concorned that the inforation provided does not
support the finding that only incombent contractors were likely tosubmit proposals. Wealse
believe it wonld be difficalt Tor DPAP to éstablish imefeames Tor all solicitations, buf agree
minimum timclines are necessary to-onsure fair opportunity to submit bids for all competitors:

32

Final Report
Reference

Revised



Reconmmendation A2 We reconmmend that the Communders, Air Combat Commuand (ACC) and ASC
mstruet contracting olliawds 1o

a. - Dovument and ol supportihe methodology used to prepare independent povernmenteost
estimates;

b, Document and support price reasonableness déterninadions, amd

& Propare guality assoranee surveillinee plang that spectly thework that requires survaillanes and
the type of surveillance 1o be performed.

ASC Mapagement Comments.

Az Contur.

While the mdependent government cost estimates were prepared well in advance of sohotations and by
appropriate parties under the CAPR program, documentation within the contract {iles could have been
elearer with regards to who had prepared the estimates, when the estinute was prepared and what
methodology was used, The Chief ol the Contracted Services Munagement Divigion is prepacing
gyrdance requiring alb estimates provided to the CAPS prograny muost be sizned, dated and contam an
explanation of the methodelogy vsed 1o develop the sstimmate. This guidance will divtate that no
solicitation may be released vatibwe approprimiely documented and signed estimate has been provided:
Esthmated completion date s 1 Dec 2009,

A2b Concurwith Intent.

Wi agreed price reasonableness determinations must be adequately documented and supported. Thisis
especially important when Taiv spportunity is provided and onlv one offer is received.

CAPS soliciations gencrally provide a Government's Estimnated Contractor Lovel of Support, complete
with the labor eategoniesto be ulilized, the nwmber of personnel i gach category, the numwber of labor
hours and the wravelcosts, as astarting point for the offerors to build their proposal.. Offerors are not
reguired to propose inaccordance with this estimate; ey oy offer an altornwe stalling approsch,
Contractmg od Hoers musttherelore, w8 o part of therr evaduation, Test determine whother offorors have
proposed moaccordinee with the govémment's estimate. Wollerors have, the contracting of ficer does
ot conduct-an analysis of the ressonableness of that portion of the proposal. The contracting officer
instead foouses on the offerors” proposed rates ax-well as the total evaluated price for a proposal. All
CAPS contractor makimtan rates were anabvzed by the Adv Foree i 2006 and were Tound 1o be Tairand
reasonalde o o part of the source selection that resulted wuthe awards of the basic contracts, Analysis s
conducied o ensure the proposed rates do not exceed the Tar and ressonable maximum contracior rates
under CAPS. Thetotal evaluated price s also compared with the independent government cost
esthmate, which was received by the contracting officer prior to issuance of the solicitation.

To ensure this information concerping price reasonableness determinations is adequately captured with
contraet Tile documentation, the Chief of the Contracted Services Management Brvision has duected that
standardived language be developed and included in all confract tiles where prive reasonableness
determinations are made in aceordance Lo the process outlined above. This will ensure the contracting
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officer’s standard procedures are adequately deseribed and captured. Bstimated completion date s 1
Dee 2009,

ASC will continue to train the contracting workiores on proper procedures Tor documentation of price
veasonablepess. This tramang will be based oA Ghade to Weting a Goed Prce Negotiation
Semorandom {PNAD Or Price Competition Memorandunm (PONG” duted May 2007, published by HG
AFMOPEPB,  This training will bi provided during résular ongoing training

1o the entire ARC Contracting workforee,

A2, Conpurwith Taent,

Az partof the CAPS programy’s inftiative 1o establish a robust and disciplined oversight and
surveillapee progeam, Howill necassiry 1o review and vevise curvent pohicies ongualitv assurance plans
amd the tvpe of surveillanee performed under CAPS sk orders. Policies will better focus on ensuring
phng adetquaely dotal work reguiring surverllanee and the methods to be emploved. Estimated
completion date for CAPS & 1 20140,

ASC s conmmitied toodeveloping a vigorous and diseiphined roanagement and oversight program. We
are currently engaged tom aetive raining plan, providing JIT sabing o individual feams, wrpeting
specilic program peeds, Additionally, we are Inersasing awardness of the worklforce at farge on
managenent and oversight requiraments through numercusvonugs, Worecintly implomented
standardized, robust Quality Assurance Personnel training across the Center. . Inercased thoroughness
and continuity o approach will be Further addressed through sdditional tools (currently i deaft form),
meluding a Performance Plan template, Fonctional Commander Director Tramng, Services Designated
Official Training, and 4 Servieey Database. The synergy of these various tools will increase awareness
ol panggement and oversight requirements and processes wd resultin better plans speciliving thewark
to be performed and the surveillance required.

ACC Management Comments,

AZavand b ACC conouns with intent, This contract wan awarded by the US Ay CECOM
contracting ofice which was responsible Tor reviewng s sequesting relinement of mformation
provided by ACC to adequately oviluate the reasonableness i the Tinal proposed prive.. Subseguent
docmmentation of that dectzion was within the Aoy CECOM organization, not ACE

A2 ACC Convurs with mitent, ACC/ AR will weork with CECOM 1o refine the oxisting quality
assurance servedlance plan (e performance plan)and the ACC AMICYPOA, Quality- Assurance
Diviston, on any Tuture service contracts. Completion NLT 30 Nov 09,

Aldr Foree Responser Conenrwith ASC and ACC conuments, but add that the surveillance plans
should nmot be the prime focus of ensuring herently governmental duticsare not being
performed, that is the upfront responsibility of the contracting officer to ensure contract duties
belng vequested are not inherently goveramental,
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2 ati VL W e @ af the Co ander, LLS SO0 eations ¢
Recommendation B.L We reconmiend that the Commander, U8, Army Communicaiions and

“.;SLL >L. : & 5 e ! 1 hidy & “q( i :l T ‘La;tﬁ ‘. % R ‘&QL-(
Electronics Command: the Comprander, ACCT and the Commander, ASC, develop policies and
procedures detailing specilic contraet oversisht requirements o discoursze and prevent Government
persormel from tasking contracts with the performance of wherenthy governroental fimetions and
personal services.

ASC Monarement Comments. Concor,

Policies and procedures existwithin Adr Foree and the Alr Poree Materiel Command (AFMO)
chneerning contrach oversight reguirements, The CAPS program office s in the prodess of overhauling
its oversight and supveillnce requirements, When complete ASCAQ will fully nuplement the suidunge
and privvide framing o afl CAPS customers. The goal of the new aversight progrant 1510 create o robust
and disciplined process to ensure compliinee with contract, regulatoryand stetutory requirements. This
provess will be follv-up and rumning no later than 1 Jun 2010, To meet this deadline, the estinmuted
completion-dateg olthe nmgor inplementation nletiones are e follows:

Complation ol mplemeniation plan 14 Dee 2009
Isswance of new sorvetllance requivements 11 Jan 2010
Starl new surveillance training 1 Feb 2010
Start sife visit program 13 Heb 2010
Burvedllance training w all costomers 1 Jdun 2010

ARC wsTocusing on updating and standardizing a Centerswide approsch to managament and oversight.
O spiral approach includes developing trabming and guidance and implementing each pieceas i s
complete, and integrating these pleces into asynergitic whole, Wewill maintaimn insight into the
comphiance with these polivies, procedurss, and guidaned via g Servipes Database, which will track
detailed managementand oversight compliance,  ABC stall works closelv with cach services acquisition
tenm to correctly address management and oversight issues, inchuding discouraging and preventing
performance of inherently government functions and personal services by contractor personnel

ACC Murmgement Comanents, ACT coneurs wathoiotent, HOACC does pot engage contractors mithe
performanes of wmherenthy governmental fmctions, HE ACC does nob task contractors To perform
personal serviees, HO ACCTA provides wimual ethies training o ensure all government personnel
undersiand the difference between parsonal and non-personal service contracts. ACCE/AR provides
amval ethics training Por gl government personnel which is seheduled 1o vcour st Al epllon 3 Feb
2010, - Individuals missing this tratning will reportcompletion KUT 26 Feby 2010 Alter 3 Aug 09,
ACCASE has continpously reinforced the FAR requirements for suppoit contractons to be clearly
identified to ensure clear snderstanding of the individual s role supporting HO ACC when working with
other government agencies or contractors. ACCARER pusted stgnage outside each cublicle to agsist
visitors with thas wentification as well

Adr Foree Response: Coneur with ASC and ACT comments. IEis also-not clenr as to whether
these were the only tasks assigoned in the surveillance plan or i the COR did not follow the
surveillance plan,
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Recommmendation B.2. Werecomnmend that the Commmanders, ACC and AR

4. Tdentify, within 60 davs from the date of the final report which contractor positions should be
comverfed to eivilian or military positions, inaccordanee with Bection 324 of Public Law 110-
181 “National Defonse Authorization Actior Fiseal Year 2008 and the May 28,2009, Deputy
Secretary of Defense memorandum, “To-sourcing Confracted Services - Implemeniation
Chndanees,”

b Perform an admimisirative review to determine who tasked contractors to perform tmherently
govermmental functions and personad services sl take appropeiate disciplinary achions.

ARC Management Comments,
B2, Concur with Intent.

ASC s curvently engaged dnthe process of identifving those comtractor positions which should be
eonverted to eivilian or military positions, With more than 1380 A&AS emplovess; thiv 1 alarge and
complex undertaking. Tt isunlikely ol posioons will be identified within 60 davs from the date of the
final report. ASC wall cortinue to meet Ay Poree deadlines for rdentifioation and conversion of
contractor posiions.

ACT Mumagement Comnients,

B2, ACC coneurs with intent. Al the time-of contrast award in 2006, HO ACC was wilizing
available resources 1o meel s requirement to deliver warlighting capabilitvto the Tield. Given the long
e dovunzented shortages of government personnel, HOQ ACC hired contractors to meet this mission
eritial need. O ACC 15 cutrenthy working 1o convert contractor posttons 1o civilinn posttions i FY
o BY LY timelrame wcomplnee with the May 28, 2009, Deputy Sedretury of Defense
memorandum, “To-sourcing Contracted Bervices-Implementation Guidanee ™ HO-ACC is working this
program imternally in complianee with s poliey mema,

ASC Managemont Conuments,
B.2.b. Concur with Infent,

Ahminrstratiee review s ndeded to determuine how, Bl contradions perlommed mappropriste tasks,
Initial reviews of both cages outhined within this report fndicate there was no willful itention to diredt
eontractors to perform fnappropriste Tunctions. However toonsure that these situations i not repeated,
we need to Tind out how these situations resulied and build w protections within sur processes 1o ensure
they do notoceur again. 100 the conduct of that review we Tearn behavior oconrred that warranss
diseiphinary actions, this belnovior will be reporied 1o the Compnander and approprite actions will be
carvied out. . Estimated completion ol administrative review s Tlan 20100
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ACC Management Conunents.

B.2b. ACC conctrs with intent. Based on conversations with Tl 16 audit feam, ACC belfeves this
reconmendation was net tended for ACC, Reguest removing ACC from this recommendation.

Adr Force Response:

Concur with intent. However, we have concern with the basic premise of this recommendution
regarding personal sepvices contracts. The fact that these sk orders have contractors that
perform on site; opare provided government foeaished tools and equipmenty or that the service
provided may last bevond one vear does not mean they arve performine personal services, The Ale
Force ks in the process of reviewing sur support contract inventory to meet the intent of Title 10
USC Seetion 2463, and DEPSECDEY wemo InSourcing Contiaeted Scevices—Implementation
Guidanee, dated 28 May 2009, to ensure contracts are not let for inherently sovernmental
functions, that personal services contracts are performed in accordance with applicable statatory
antd regubivtory puidelines, and review cach for potential conversion to government performance,

Recommendation B3, Werecommiond that the Commander, ASC, issue guidance advising contradting
efficers thatthe relense of Inspector-Goneral deaft reports owside of the Dol svithout the explivit
permission of the Department of Defense Oifice of the Tnspector General s strietly prohibited and that
condractors are prolubited from drafling agency comments to Tnspector General reports, i accordance

g

with Federal Acquisition Regulation 7303, “Inherently Governmental Functions”
ARC Management Comments,  Concurwith: Intent,

AFMC s 1 the process of developing policy ' guidance ko eosure all dequisition personnel understand the
requirements and-prolithitions assoctated with Department of Delense Office of the Inspector General
drall reports. Al aequisivon pasonnel, ncluding contracting offidérs, will be advised o ollow the
pohicy’guidance: Bstimated tssue date Forthes Tormd guadamee 1930 Jun 2010,  Tnothe meanting, the
ASCICCwilbssud gurdance mstructing all ASC personnel that releise of Dol 16 deadt reports 1o
contractor personnel 18 prohibited. The estimated issuance of the inferim ASC guidance is 1 e 2009,

Adr Foree Response: Concar with ASC Response
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DEPARTMENT OF THE AIR FORCE
WASHINGTON, DC

CFFICE umg ASSHTART SECRETARY Q_? J an Q o 1 O

MEMORANDUM FOR DEPARTMENT OF DEFENSE INSPECTOR GENERAL
ATTN: PROGRAM DIRECTOR, ACQUISITION AND
CONTRACT MANAGEMENT

FROM: SAFAGQX

SUBJECT! Follow-up to Report Advisery and Assistance Services Contracts in Support of the
Adr Force Combat Search and Rescue Helicopter (Project Number D2009-D00AR-
0073000}

Attached is an updated status on corrective actions taken for recommendations AL,
AZa, AZb, AZc, B, B2a B2b, and B.3 inresponse to the findings and
fecornmendations made in subject report. These corrective actions were projected for action/
completion between 30 Nov 2009 and 17 Jan 2010, We reguest Recommendations .12 A 2.4
Akl B2 and B.2b be cloged.

Ang | e ciatt : i sponses may be
directed to .

BLAISEL DURANTE

Deputy Assistant Secretary
{Acquisition Integration)
Assistant Secretary {Acquisition)

Attachment
Updated Status on Corrective Actions
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DEPARTMENT OF THE AIR FORCE
MEADGUARTERS AERONAUTICAL SYSTEMS CENTER IAFMIT
WRIGHT PATTERSON AR FORCE BASE OHIO

MEMORANDUM FOR ASCAQY
FROM: ASUVAD
SUBIECT: Consolidated Acguisition of Professional Bepvices (UAPSY Solicitanon Tone Frames

Rederence: Deparonent ol Dedense, Offlee of Inspector General (DoD 1GY. Dt Report of
Aadit, Advisory and Assistance Services Contracts in Support of the Al Foree
Combat Bearch and Rescue Helicopters {Project No. D200S-DO0UAB-0073.00)

B The Dol 16 has expressed coneerns that anveasonable tme Bmitations could pepatively
imipact contraciors” ability wirespond w CAPS solicitiions, We agrod confracions must be pivin
reasonable time Trames © bulld their proposals. This serves the Govermment's best inferesi by
increasing competition and results in betler proposals. TAPS contract elause HO24, Ovdering
Procedures (Sep 2004) {Tatlored ), stipulates contractors shall provide proposals wiihin Bve (5
working dayvs of the dae of the soliciiion. CAPS contractors have demonsirated that under
ordindry ciroimstances they ave ableto meet iy dmeline. Howdver,whetrpotential task orders
are unusually Jarge or complox, fve (3 days may not beadequate,

2. Thevelore, wrensure all CAPS contractors are afforded ressonable time to respond 1o

sohciations, the following requirements shall be effective inmmediatelv:

a For potential orders valoed at STOM or gréater, soliciistions should provide Tor & ten (10}
business day response tine.

h. For potential orders valued at $208 or greater, soliciations should provide for a Tilleen
{157 business day response time.

o Consideration should also be given 1o the complexity and uniquencess of cach effort,
Complex and/or unigee fquiremiciis may reguire longer iesponse e regirdless ol the
dollar value. In those sitvations, REP respornse tmes should be adjusted o allow
contractors wreasonable period o propose,

d. Ulse ol shorier response tmes reguires wiltlen approval signed by the Chiel of Contragied
Services Management (AQYZ ) This wabvershall detall the elveumstances that reguire
shortened resporse Uines and shall be included b the official contract e ofthe resuling
ayder.

w. The CAPS Chiel of Contracting shall review the CAPS vontracts to dewrmine whether
this podicy requives o contradt change and Isste contract modifications 1 nedessary,

fak

This dovreris n effecounmtil superseded or reseinded.

&
o

. &

HOWARD £ MARKS IR

Dhvector, Acguisition Exeellance
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DEPARTMENT OF THE AIR FORCE
HEADDUARTERS AERONAUTICAL SYSTEMS CENTER (AFMO]
WHIGHTPATTERBON AR FORCE BASE OHIG

b Do 20089

MEMORANDUM FOR ASCAAQ/P
ASCAAGC
AdE CAPS costomers

FROM: ASCIAQY
SUBIECT: Independent Government Cost Estimates

Referencer  Department of Delense, Office of Inspector General, Traft Repont of Andit
Advisory and Assistanee Services Contracts In Support of the Ade Force Combal Search and
Rescoe Helicopters { Project No. D2O0S-DOIABR-O073.00)

1. Regompendation A2 of the referenced deadl audit report recommended Independent
government cost esthmates be better documenied within the requirements packeges and the
contract files. The Inspector Generad (IG) wanted, in particular, for that documentation to fully
support the methodelogy used o developthe estimate, The A Foree agreed that independent
goverpment cost. estimates and the methodology ased 10 prepare them could be betler
documented.  Reviewers should b able 1o asceriain from the contract file docunentation how
govermment cost estimates were developed, whe developed thern and when they were completed.

20 “Pherefore, effective immediately, all independent government costestiates provided o the
CAPS program office must contain the following:

w A deseription-of the methodolopy used 1o prepare the estimate, including bow labor rates
were selected; basis of eslimated hours; basis of estimuted other direet costs and bagis of
estimated trave] expenses,

b Signature and titde of the person who prepared the estimare.

¢, Dute the estinwte was completed.

Ne soliciation will be issved by the CAPS program office until an appropriate independent
government cost estimate has been submitted and accepted by the CAPS program office: Should
a povermment eostestimate lack of the information deseribed above, a requirenrents package will
b deemed meomplete.

40 Any questions or concerns should be addressed 1o the program manager assigned © manage
vour-organzation, Questions or concerps can also be addressed 1o the undersigned st 937-656-

4459,
7 b «'.-';e‘g;" e S /{: Tt
ERIN AL MURPHY ¢
Chiel

Contracted Services Management (ASUIALGA)
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669" ALSS Policy

Management of Morale Fund

b CThe660™ ATSS Muorale Pund has been established o provide s monetary opurating fund
for the purpose of suppovting authorived events and sociad obhipations, Authorvedevens
and social pblipations include, but not lmited fo:

a Farewell mumento/plague, given (o personnel leaving the  organization

b Plowes arpangements for birth of child, 669" individual™s hospiwlization or death,
or death of an immediate family member (Spouse, parent or child}

& Marriage oift Tor 669% individuals

2. “The funds will be generated through the aperation of a snack bar area within the 669"
ABSE, Participation is strictly volustury and is open to-all members of the Sonadron.

3. Administrater of the Tind will be a goverament emploves volunteered. Thisss
considered an additiopal dotyaad will be rotated on ancannual basis

4. Adminisieator of the morale Tund will keep an itemized sccount of all Incoming and
owipoing funds using an excel spreadshest.

5. Lipvitations for authorized expendinres are Hsted belowe

A, POAPCE- 530 Hmit May be used Tor plague; picture, engraving, honorea’s
{lunels

b, Retirement/Separations - 330 Huit, May be used for plague, picture, engraving,
fiovers, refrestiments, and honores™s lunch,

v, Marriage, births, lness, death (member, their spouse, childeen, or parents) - $30
Timit. May be used for fowers, card, donation, orsmall gift

6. Changes/deviations to the above palicy must be approved by the  Divector, 66% AESS.

a_g(‘;x; 7 Eﬂ?@ww /e';

DWAYHEMARSHALL

[rectar

6690 AESSY/CL
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DEPANTMENT OF THE A PORDE

MEMORANDUM FOR ASC WING COMMANDERS/DIRECTORS
ASC SENIOR FUNCTIONALS

L7 feb /X

FROM: ASC/CU
SURHECT: Contractor Access to Draft Dol? Inspector Genersl Reports

Reference: Department of Defenses Otfice of Inspecior General (Dold 16, Draft Report of
Audit, Advisory and Assistance Services Contenets in Support of the Ajr Foree
Combat Scarch and Rescue Helicopters (Project No. D2009-DO00AR-O071.00)

b Do the referenced Dield 16 draft report, the Do) 16 found that contraetor personne] had beti
given aceess to s drall Dol G report. The dratt report comained warnings advising that
distribution of the repor! outside Dol was not suthorized. These warnings stipulated that
safeguards must be in place to prevent the publication or improper disclosure of the information
in the report. Despite this warniog, contractor porsonnel had reviewed the draft report. The DoD
[ alse found that the contracior personnel had provided comments on the report 1o support the
Adr Foree yesponse, The Inspector General noted that “the dralting of ... agency fesponges 1o
audit reports from the Inspector General” (s an inherently governmental function listed in Federal
Aeguisition Regulation (FAR) 7503207 and concluded that use of confractor persomel 1o
support the Adr Foree response was prohibited.

2. Contracior personie! are integral members of our Agronuutieal Systems Center (ASC)
workforee. However, we must remember there are Hmitations to the tasks that they can perform.
Fhe Adr Foree Materiel Command isin the process of developing policy/guidance 1o ensure all
acquisition personnel understand the vestrictions on the use of contraetor personael with répards
i Dol o dradt reportsl I the nterim, Lremind vou of the existing saidance,

a. For the purposes of the Do) 16 restricrion, contracter personne] working within ASC are
considerad non-Dold. Release of Dol 1G drafl reports 1o ASC contractor personned fs strietly
profibited whthout theexplict permission of the Dofs Tnspeaor Generdl. ASC personed shall
tahe measures o pastre that contiactor personnel are not given access to draft Dol 16 FEPOITE,

B PAR Z503¢) contadns a bistof functions considered fo be inherently govenimental,
Trem 200 35 il dralting of Congressional testimony, resposises to Congressionad correspondenee,
oF ageney tesponses to audit reports o the bspector General, the Governient Accouniability
Office, or wther Federal audit entity.” Diradling of such responses Is inherently goveramental and
thir use of contractor personted 18 prohibited. ASC personnel shall dnsure no contractor
persorte] s usod to-perfirm this function,
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3. Contracior personnel provide vital support to ASC programs, Their contribations enable us 1o
provide oulstanding supportio the warlighter. However, we must remaln niindful thae they are
coniractors and are unable o perform certain Rmctions due to restriciions that have been placed
orvthens by government regulatory authoritios,

4, This letter 15 in effect untl superseded or réseinded.

THOMAS L OWEN
Licutenant General, TISAF
Communder
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