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January 21, 1993

MEMORANDUM FOR DIRECTOR @F DEFENSE PROCUREMENT

ASSISTANT SECRETARY @F DEFENSE {PRODUCTION AND
LOGISTICS)

COMEPFTROLLEXR OF THE BMEPARTMENT OF DEFENSE

ASSISTANT SECRETARY OF THE NaVY (FINANCIAL
MANAGEMENT)

ASSTSTANT SECRETARY OF THE AIR FORCE (FINANCIAL
MANAGEMENT AND COMPTROLLER)

INSPECTOR GENERAL, DEPARTMENT OF THE ARMY

DIRECTOR, DEFENSE L8GISTICS AGENCY

SUBJECT: Audit Report on the Allegations of Improprieties
Involving DoD Acquisition of Services Through the
Department of Energy (Report No, 93-042)

We are providing this final report for your information and
use. The audit was made in response to a DoD Hotline complaint.
It addresses alleged improprieties in the acquisition of services
by DoD activities through the Department of Energy Work-for-
Others Program at the Oak Ridge Field Qffice, Oak Ridge,
Tennessee. Management comments on a draft of this report were
considered in preparing the final report. The complete text of
the comments is in Part 1v of this report. The office of the
Inspector CGeneral, Department eof Energy, comments to a draft
report were also considered in preparing the final report.

0oD Directive 7650.73 requires that audit recommendations be
resolved promptly. Therefore, the Assistant Secretary of Defense
{Production and Logistics); the Directer of BPefense Procurement;
the Comptroller of the Department of Defesnse; the Director,
Defense Logistics Agency; and the Army; Navy; and Air Force must
provide final comments on the unresolved recommendations by
March 22, 1993. See the "Response Requirements Per
Recommendation®” section at the end of each finding for the
unresolved recommendations and the specific requirements for your
conments.

As required by DoD Directive 7650.3, the comments must
indicate concurrence or nonconcurrence in the finding and each
recommendation addressed to you. If you concur, describe the
corrective actions taken or planned, the completion dates for
actions already taken, and the estimated dates for completion of
planned aations., If you nonconcur, you must state your specific
reasens for each nonconcurrence. If appropriate, you may propose
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alternative methods for acconplishing desired improvements.
Recommendations are subject to resolution in accordance with DoD
Directive 7650.3 in the event of nonconcurrence c¢r failure to
compment. We also ask that your comments indicate concurrence or
nonconcurrence with the internal contrel weaknesseg highlighted
in Part I.

The courtesies extended to the audit staff are appreciated.
iongs on this audit, please centact

Program Dix rutcz, at {703} 692

, Praject Manager, a

(703} 6923 {DSH 222\ The planned distribution of this

report is listed in Appendix K.
® ©)

Edward R. Jones
Deputy aAsdgistant Ihqpewror
General for Auditing

cese

Secretary of the Army

Secretary of the Navy

Secretary of the Air Force

Under Secretary of Defense for Acquisition

Director, Defense Finance and accounting Service

Deputy Assistant Secretary of Defense
{Information Systens) ‘

Director, Defense Acquisition Regulations Council

Inspector General, Department of Eneryy
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Office of the Inspector General, DoD

Audit Report No. 93-042 January 21, 1993
(Project No. 1CH-00313)

ALLEGATIONS OF IMPROPRIETIES INVOLVING DOD ACQU

EXECUTIVE EBUMMARY

Introduction., The Department of Enerqgy (DoE) performs wark for
DoD on a reimbursable basis through its Work-for-Otherz Progran.
From May 1990 through October 1997, DoD procured about
$323.9 million of services through the DoE Oak Ridge Field ®ffice
under the Work-for-@thers Progranm. This audit evaluated work
performed for DoD under the Work-for-Others Frogram by the
Hazardous Waste Remedial Action Program Division and the Data
Systems Research and Development Division, both managed and
operated by Martin Marietta Energy Systems for the DeE Oak Ridge
Fileld Office.

Objectives. The audit objectives were to examine DoD Hetline
allegations of Ilmproprieties in DoD acguisitions through the
Work-for-others Program at ©Oak Ridge; to follow up oD
recommendations made in the 0IG, #oD, Report No. 90-085, "DoD
Hotline Allegation of Irregularities 1in DoD Contractual
Arrangements With the Department of Energy," June 19, 1990; and
to evaluate applicable internal controls.

Audit Results. We determined the Hotline allegations had merit
and that the Military Departments did not adequately strengthen
controls over the use wi interagency agreements after we issued
sur June 1990 audit repert en interagency acguisitions through
the DoE.

o For the sample of 1926 Economy Act orders, DoD paid about
$11.6 million in additional costs hy placing Econemy Act orders
through the DoE Oak Ridge Field Office. DoD activities did not
follow normal procedures for Economy Act orders which includes
obtaining prior approval from a BoD contracting official as
required by the Federal Acquisition Regulation and Defense
Federal Acquisition Regulation Supplement (Finding A).

o Internal controls were not incorporated into interagency
agreements and orders issued by DeD to the DoE Oak Ridge Field
Office to ensure adequate contract administration and to ensure
that deliverables met requirements, that costs were reasonable,
that vouchers totaling $78.4 million were accurate, or that the
best interests of DoD were protected (Finding B).

o DoD management information gystems could nat identify the
number, value, 1ssuing activity, or recipient of Economy Act



orders. As a result, DoD managers were unaware that during
FYs 1996 and 1991 more than $6.3 billion of DoD funds was sant to
DoE and other Government agencies using YIconomy Act orders
(Finding C).

o DoD activities inappropriately cited the Project Oxder
Act as the legal authority for issuing Economy Act orders valued
at $17.9 million to the BeE 0Oak Ridge Field Office. These
inappropriate cites resulted in the recording of improper
obligations in DoD financial records (Finding D).

Internal controls. Internal controls either did not exist or
were inadequate to preclude the unauthorized issuance of Economy
Act orders and payments on Economy Act orders. We consider these
weaknesses to be material. Sse Part I for the internal controls
reviewed, and Findings A, B, and ¢ in Part II for details on the
weaknesses.

Potential Benefits of Audit. The DoD can realize monatary
benefits by using DoD procurement offices instead of impropearly
authorized Economy Act orders, and by properly managing the
orders that are issued. However, these potential benefits could
not be quantified (Appendix I).

summary of Recommendations. we recommended that DoD establish
critaria and specify details to include in interagency
agreements, establish internal controls to ensure adeguate
administration of DoD Ecenomy Act orders, and establish a system
for tracking DoD procurements that use Economy Act orders. We
added a recommendation to the final report te establish a central
point within DoD to oversee policy and administration of
interagency acquisition.

Management Comments. The Director of Defanse Procurement
nonconcurrad with the need for an information system to track
interagency acqguisitions under the Economy Act, but will address
the need for a contracting officer’s approval of interagency
agreements and Economy Act orders through the Pefense Acguisition
Regulation Council. The Military Departments and Defenza
Logisties Agency generally agreed to 1initiate disciplinary
actions where appropriate for improper use of Economy Act orders,
and agreed that interagency agreements and related orders should
be reviewed, then ratified or terminated, but disagreed as to
whether the review was the responsibility of DoD contracting
officers. The Military Departments also agreed to i1ssue guidance
on the use of project orders. The full discussion of the
responsiveness o0f management comnments 1is in Part II and the
complete text of wanagement comments is in Part IV of the report.
Additional comments are requested by March 22, 1993,
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ART - INT UCTION

Background
Work~for=Others Frogram. The Department of Energy (DoE}

parforms work for other Federal agencies on a reimbursable basis
through its Work-for-Others Program in accordance with the
Economy Act of 1932, United States Code, title 31, section 1535.
The Econemy Act authorizes an agency te place orders for goods
and services with another Federal agency when the head of the
ordering agency determines that it is in the best interest of the
Government to do so, and that the support services cannot ke
provided as conveniently or cheaply by contracting with the
private sector. Dob activities place orders with DoE ey
submitting DD Form 448, "Military Interdepartmental Purchase
Requests, " (MIPRs) or other ordering documents under established
interagency agreements. A flowchart of the process for procuring
support services through the Dof Oak Ridge Field Office is shown
in Appendix A.

The Work=for~Others Program provides other Federal agencies
access to the special resedarch capabilities and rescurces of the
22 DoE national laboratories, which were identified by the Office
of Federal Procurement Policy Latter 84-~1, "Federally Funded
Research and Development Centers." BoE benefits from the Work-
for-Others Program through better and more continucous use of its
facilities and personnel.

In FY 1990, the DoE identified the management of Work-for-Others
Program as a material weakness and has been working to eliminate
the weakness. DoE officials stated that DoE has made significant
progress over the past several yeaxs to ensure the Work-for-
Others Program is properly overseen and controlled through new
poliey requirements and initiatives. Palicy improvements include
establishing wmwinimum information vrequirements for the review,
acceptance, and monitoring of Werk-fer-oOthers; requiring
sponsering agencies to provide DoE a statement to demonstrate
that DoE does not compete with the private sector; requiring a
bLoE contracting officer to certify that Work-for-Others
determinations are performed prior to DoE accepting a project;
and defining the roles and responsibilities of the Office of
Intelligence, DoE in the Wark-for-Others process for
intelligence~related projects. Improvement initiatives include
developing a Work-for-Others brochure, preparineg an annual Work-
for-Others Program summary report, and holding regular meetings
between DoE and contractor personnel to discuss concerns.

DoE Oak Ridge Field Office regponsibilities. DoE pexforms
work under the Work-for-Others Program either directly or through
management and operating contractors at its laboratories and
facilities. The DoE Oak Ridge Field 0ffice, 0Oak Ridge,
Tennessee, oversees five contractor—-operated labeoratories




including the 0Oak Ridge National Laboratory and the Central
Laboratory, both operated by Martin Marietta Eperey Systems, and
the Oak Ridge Associated Universities (ORAU). Martin Marietta,
the management and operating contractor, works for DoD activities
through its Hazardous Waste Reomedial Action Program Division
(HAZWRAP) and the Data Systems Research and Development Division
(DSRD) under the Central Laboratory. HAZWRAP supports the
implementation and improvement of hazardous waste management for
DoE programs through technical support and technolegy
development, DSRD designs, develops, and applies state-of-the-
art information technologies to improve mission performance.

The Work-for—-Others Program within DoE has grown from abeut
$728 million in FY 1980 to about $2 billion in FY 1ee1. From
May 1990 through October 1991, DeD activities procured work
costing about $323.9 million through the DoE 0Oak Ridge Field
Office facilities. In recent years, the work undertaken by the
DoE Oak Ridge Field Offlice for other Federal agencies has grown
to approximately 20 percent of the total budget of the field
office and accounts f[or an increasing proportion of the field
office overall research and develgpment efforts.

Objectivas

The O0OIG, DoD, received Hotline allegations contending that DoD
activities used the DoE Work-for=-ethere Program at the DoE 0Oak
Ridge TField Office to circumvent the procurement process,
personnel ceilings, and salary restrictions; paid excessive costs
and received no tangible products for work subcontracted out by
Martin Marietta; and obtained support services that did not
require the unique capamilities of the DoE o©0ak Ridge Field
Offlce.

The objectives of this audit were to:

o examine the Hotline allegations that improprieties were
involved in the acquisition of goods and services through the
Work-for-others Program at the DoE Qak Ridge Field Office;

o follow up on recommendations in 0IG, DoD, Report
No. 90-085, “DoD Hotline Allegation of Irregularities in Dom
Contractual Arrangements with the Department of Energy," June 19,
1990 (see Prior Audit Coverage); and

o evaluate the effectiveness of applicable internal
controls.

our audit was a cooperative effort with the 0IG, DoE, and its
Eastern Regional Audit Office at ®ak Ridge, Tcnnessee. The
OIG, DoE, limited its audit work to examining the administration



of contracts awarded through the Work-for-®thers Froqram to firms
under the Small Business Administration $(a) Program by the DOE
Oak Ridge Field Office and Martin Marietta,

Bcops
Selected gample and universe, We evaluated 9 interagency

agreements and 196 related MIPRs, project orders, and aother
ordering documents (referred to as Economy Act orders) issued to
the DeE Oak Ridge Field Office by tha Military Departments and
the Defense Logistics Agency, wvalued at $97.1 million. The
5 interagency agreements were judgmentally selected from a
universe of 41 that had minority contractors under the Small
Business Administration 8({(a) Program performing work as
subcontractors to Martin Marietta. We established the universe
and selected the sample in conjunction with the ©0IG, DoE. The
193¢ Economy Act orders in our sample were issued by 8 boD
activities for 33 separate projects. Esxcept for the
3 projects specifically identified in the allegation letter, all
the projects had Economy Act orders that ware issued toc the Cak
Ridge Field 0Office after DoRk-wide guidance was issued on
May 10, 1990. On that date, the Principal Deputy Assistant
Secretary of Defense (Production and Twogistics) issued a
memorandum directing the Military Departments and the Defense
Logistics Agency to ensure that all future interagency
acquisitions were proparly authorized (Appendix B). The
$97.1 million for the 196 Economy Act orders accounted for
approximately 36 percent of the total dollars ($266.3 millien} on
orders that were issued under the 9 interagency agreements
reviewed. See the following summary.

Summary of Interagency Agreements Reviawed

Nunber of Nunber Number

beDh Interagency of of Dollar vValue
Activity  Aareements Projects  Orders of Projects
Army 5 11 45 $21,348,451
Navy 1 7 60 40,990,822
Air Force 2 14 89 34,024,450
DL.A 1 1 _ 2 750, 000
Total 2 33 195 $97,113,723

For each ordering document, we examinaed justifications for the
Economy Act orders, statements of work, progress reports,
invelices, vouchers, and related correspondence fer FYs 1930 and
1991. We interviewed officials at the Office of tha Director of



Defense Procurement, and at the headguarterz of e=ach Military
Department and the Army Materiel Command. We also interviewed
DuD personnel from program, contracting, legal, and finance and
accounting offices, as well as competition advoncates and small
business advocates at each audit site we visited. In addition,
we performed work at the ©DoE 0Oak Ridge Field Office in
caoperation with the 0IG, DoE.

Availability of computerized data. No computerized data
were available within DoD on interagency agreements and Economy
Act orders with the DoE Oak Ridge Field Office, We obtained
cemputerized data from DoE; howaver, the data did pot adeguately
correspond to data obtained from the individual DoD activities

where we performed work, and therefore was not used.

Avdit period, standards, and locations. This economy and
efficiency audit was performed from March 1991 through July 1992
in accorxrdance with auditing standards issued by the Comptroller
Gerieral of the United States, as implemented by the Inspector
General, DoD. The audit included such tests of internal controls
as were considered necessary, The activitises visited or
contacted during the audit are listed in Appendix J.

Internal Controls

We reviewed the implementation of the Federal Manaqers’ Financial
Integrity Act as it related to our audit scope. Our internal
control review determined whether the DoD activities complied
with the Economy Act, the Federal Acequiszition Regulation (FAR},
and the Defense Federal Acguisition Regulation Supplement
(DFARS) . The audit identified waterial internal control
weaknessas as defined by Public Law 97-255, Office of Management
and Budget Circular No. A-123, and DoD Directive 5010,38.
Internal accounting and administrative controls either did not
exist or were inadequate to preclude unauthorized issuance and
payments on Economy Act orders that were not approved by DoD
contracting officers. The Federal Managers’ Financial Integrity
Act was not adequately implemented in relation to our audit
scope, and we found that DoD program officials did nat comply
with established policy requiring DoD cantracting officials to
approve all Economy Act orders for services and items procured
through the DoE Oak Ridge Field Office (Finding A).

With the axception of the Defense Logistics Agency, we also found
that corrective actions were not implemented on deficiencies
reported in the twe prior O0IG, DoD, audit reports: Report
No. 90-085, "DoD Hotline Allegation of Irregularities in DoD
Contractual Arrangements With the Departwent of Energy," June 19,
1990, and Report No. 96-034, "Centracting Through Interagency
Agreements With the Library of Ccongress," February 92, 1990,
(Appendix Q). We attribute these conditions to a lack of
management emphasis by the Military Departments on implementing



control procedures. Compliance with FAR and DFABRS procedures for
interagency acquisitions should have prevented the deficiencies
discussed in this report.

In the DoD FY 1991 Annual Statement of Assurance, the Army and
Navy identified inappropriate offleading of contract reguirements
as a material weakness. The Army and Navy target to correct this
weakness was FY 1992, The Air Force identified inapprepriate
offloading of regquirements as a material weakness and reported
the weakness corrected in FY 1990 through changes to policy and
regulations. We determined, however, that proklems still exists
within each of the Military Departmants. Recommendations A.l.a.,
A.l.b., A.3.a.{2), A.4., B, and C. if implemented will corrsct
these weaknesses. We believe DoD can realize monetary benefits
by tightening controls over the 1issuance of interagency
agreements and orders to the DoE 0Oak Ridge Field Office and other
Federal agencies. However, these potential benefits could not be
quantified because we could not accurately compare the cost of
procuring through the DoE 0Oak Ridge Field 0ffice with the cost of
procuring through the private secter. A copy of this report will
be provided to the senior official responsible for internal
controls within the Military Departments and Defense Logistics
Agency.

Prior Audit Coverags

The Offices of the Inspectors General, DoD and DoE, the General
Accounting Office, and the Army Audit Agency have issued 11 audit
raports since 1988 that address the naed fer improved controls
over contract offloading to DoE and other Federal agencies,
Appendix C presents a summary of each of the 11 reports. The
reports identified findings similar to the findings we are
currently reporting. However, the recommended corrective actions
as they relate to DoD either were not adequately implemented, or
were not sufficient to preclude the continuance of the weaknesses
reported within DoD.

Other Matters of Interast

The Octemer 1990 Hetline complaint to the @IG, DoD, cited a
series of allegations regarding P»oD-funded projects procured
through the Work-for-others Program at the DoE Oak Ridge Field
Offiece. The following summarizes each of these allegations and
indicates whether they were substantiated based on audit work we
performed.

Allegation. DoE and Martin Marietta used minority firms
under the Small Business Administration 8(a) Pregram to funnel
work to subcontractors targeted by the DoD requesting activity.

Audit result. We identified one example of targeted
subcontracting. The Maintenance Division at the Army Missile




Command (MICeM} desired to continue the services of Management
Technoloqgy Associates, Incorporated (MTA), a contractor
performing werk under an expiring centract. MTA informed the
Maintenance Division of the existing interagency aereement
between MICOM and DoE, and the Maintenance Division issued
Economy Act orders totaling $741,148 to retain the segrvices of
MTA.

Allegation. DeD incurred excessive costs to sbtain services
through DoE and received no tangible products for costs incurred.

Audit result, While we did not perform sufficient work to
determine that costs were excessive, we determined that DoD
activities pald approximately $11.6 million in additional costs
to obtain services through the DoE Oak Ridge Field Office. We
also determined that 26 of the 33 projects had multiple tiers of
subcontractors, which in turn added 31 or 4 tiers of indirect

costs for administering the projects. The additional 1indirect
costs provided no tangible wenefit for costs incurred
(Finding A). The preferred method for obtaining the services is

for the Dol activity to issue direct contracts to the
subcontractors.

Allegation. DSRD used the Work-for-Others Program and Small
Business Administration 8(a) firms to help DoD circumvent
personnel and salary ceililings.

Audit rasult. We did not identify examples where Economy
Act orders were used to circumvent personnel or salary ceilings.
We did, however, identify two BoD activities that issuad Economy
Act orders to DoE because of a lack ef in-house personnel to
oversee and administer projects. For example, the Naval
Facilities and Engiheering Command (NAVFAC) issued nine Economy
Act orders for $7.3 million to HAZWRAP to identify and assess
hazardous wasta disposal and spill areas at the Naval Shipyard,
Mare Island, cCalifornia. NAVFAC used DoE because of a shortage
of staff 1in the contracting office to oversee the project.
HAZWRAP subcontracted more than 90 percent of the work and
charged NAVFAC $545,000 for project managenent.

Alsc, the Air Force Engineering and 3Services Center (AFESC)
issued Economy Act orders totaling $490,076 to obtain personnel
for research positions from ORAU because program officials
balieved that thes needed expertise was not available in-hause,
that local Air Force personnel offices were not equipped to hire
technical personnel, and that the services could be obtained more
expeditiously through DoE.

Allegation. DSRD has few, 1if any, special and unique
capabilities.




Audit result. The ®IG, DoE, «tated that DSRD is an
information technology research and development organization
chartered to conduct one~-of~a~kind information projects
reflecting state-of~the—art computing methodolegies and
technologies in support of DoE and other Government agencies.
The OIG, DoE, further stated that DSRD provides proven integrated
experience in a range and depth of disciplines not found in the
private sector such as operations research, development and
applications of complex algorithms, computer-aided software
engineering, and design and optimization of complex, large
relational database management systems.

However, DoD activities issued Economy Act orders for 23 of the
33 projects reviewed, valued at $79.8 million, to both DSRD and
HAZWRAP for work that was not unique. Martin Marietta
subcontracted more than 70 percent of the work to other firms for
12 of the 23 projects. According to DoD program officials, the
activities were aware that the services were available in the
private secter, but for ease of obtaining the sarvices and for
expediency, chose to use Economy Act orders to BoE. (Finding A).
To put the allegation and audit results in perspective, the tiers
of subcontractors did receive competitive awards from DSRD. We
could not estimate if and hew many subcontract tiers and related
indirect costs would have existed if DoD activities had
contracted directly for the services obtained through DoE.






PART II ~ FINDINGS AND RECGMMENDATIONS

A. _3SE OF INKERAGPENCY AGREEMENTS AND ORDERS

PoD program officials circumvented normal procurement channels
and placed Ecenomy Act orders with the DoE facilities at o0Oak
Ridge without obtaining the assistance of a DoD contracting
official, as required by FAR sukpart 17.5, "Interagency
Acquisitions Under the Economy Act." DoD program officials also
used Ecenomy Act orders to procure automated data processing
(ADP) reseurces, thus circumventing the Brooks Act of 196353,
40 U.S.C. 759 (the Brooks Act), and personal services, thus
clrcumventing Civil Service hiring practices., These conditions
occurred because DoD praogram officials did not use the available
expertise of poD contracting officers. 1In addition, the Military
Departments did not adeguately strengthen controls ovear
interagency agreements and orders after OIG, Bo®, audit reports
were Iissued on interagency acquisitions through the Library of
Congress and DoE. Consequently, for the sanmple c¢f 166 Economy
Act orders, valued at $97.1 million {Appendix D), we estimate
that DoD program officials paid approximately $%$11.6 million in
additional casts by going through the DepE Oak Ridge Field Office
to have the work performed. Appendix E provides a breakdown, by
project, of estimated additional costs.

DISCUSSION OF DETAILS

Background

We selected 198 Economy Act orders valued at $97.1 million that
were issued by DoD activities under the § interagency agreements
we selected for review. The 196 orders were for 33 projects to
be performed by the DoE Oak Ridge Field Office. Except for the
three projects specifically identified in the allegation letter,
all the projects had Economy Act orders that were issued after
May 10, 1990, when the Principal Deputy Assistant Secretary of
Defense (Production and Logistics) reguested the Military
Departments and tha Defense Logistics Agency to strengthen
controls over interagancy acquisitions.

Authorization of Interagency Agreements

DoD contracting officers did not participate in preparing,
reviewing, or appreving the 9 interagency agreements we examined
(either before or after they were issued), or in preparing the
written determinations required by the Economy Act and the FAR

for 189 of the 196 Econcmy Act orders reviewed. The DoD
activities that issued the unauthorized Economy Act or@ders to DoE
are identified in Appendix D, We found that seven Economy Act

orders issued by the Military Airlift Command (MAC) for the
Air Services Industrial Fund Integrated Computer System project
under interagency agreement (IAG) No., 1660-1660 were approved.



MAC prepared a Written determination stating that procurement of
the services through Economy Act orders to DoE was in the best
interest of the Gavernment and the orders were reviewed and
approved by a Bo® contracting officer prior to issuance.

The Economy Act, as implemented by FAR subpart 17.5 reguires that
the head of the requesting agency, or designee, make a
determination that orders placed under the Economy Act with
another agency are in the best interest of the Govermment, and
that the contracting officer has the determination in hand prior
to placing the orders. The DFARS subpart 217.5, "Interagency
Acqguisitions Under the Economy Act," states that a DoD
contracting officer is designated to make the determination
required by FAR subpart 17.5. The FAR and DFARS requirements
ensure that the expert knowledge of Dol contracting officers is
fully utilized in determining that it is in the best interest of
DoD to obtain required supplies or services through an Economy
Act order, rather than through a reqular selicitation and
contract with a private~sector firm.

Interagency agreements and Economy Act orders were improperly
authorized and issued because the Military Departments did not
promptly notify program officials that they were not authorized
to enter into interagency agreements er to issue Economy Act
orders after receiving the May 10, 1990, Principal Deputy
Assistant Secretary of Defense (Production and Logistics)
memorandum. Also, there was virtually no guidance on the use,
format, and content of interagency agreements. Rationale cited
to us by DaD aofficials for not obtaining a DoD contracting
officer’s approval on the Economy Act orders included:

o the requiring activity did not have a contracting office;

o the Economy Act orders were not "contractual actions';
therefore, review by a contracting officer was nct reguired;

o program officials were not aware that approval by a DoD
contracting officer was required;

o approval by a contracting officer would have delayed
issuance of the Economy Act order, or the program office did noat
waht to Yovertax" contract personnel; and

o DoE, nat DoD, was responsible for determining compliance
with the Economy Act, the Competition in Contracting Act of 1984
(10 U.Ss.C. 2304); Office aof Federal Procurement Policy Letter
84-1, "Federally Funded Resesarch and Development Centers;" the
FAR; and other applicable laws.

Awareness of DoP Oak Ridge Field Office capabilities. We
found that DoD program officialse made assumptions about comments
by senior command personnel akout the use of the DoE ©Cak Ridge
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Field Office, For example, in 1988, the Army Materiel cCommand
conducted a presentation on the range of capabilities and the
benefits of using Economy Act orders with the DoE @ak Ridge Field
effice during a conference with officials from subordinate field
activities inecluding MICOM, the Aviation Systems Command, and the
Systems Information Management Activity. We interviawed program
personnel who attended the presentation who believed that since
the Army Materiel Command officials had endorsed the use of
interagency agreements with the DoE 0Oak Ridge Field Office,
subsemuent approvals by contracting efficials and agency heads
required by the FAR and the DFARS were unnecessary.

Program officilals at DoD activities stated that they also learned
of the DoE 0Oak Ridge Field Office’s capabilities through
marketing activities and presentations provided by Martin
Marietta, or through interested contractors whe recommended the
DoE Oak Ridge Field Office as a means of obtaining their services
guickly and noncompetitively. The program officials stated that
Martin Marietta promoted the capakilities of the DoE Oak Ridge
Field Office, and the simplicity o©of the interasency agreement as
a procurement vehicle and 1ts ability to accemmodate short
suspenses.

Acguisition of ADP support services. We detarmined that

program offices acquired ADP support services, valued at
$46.8 million, that fall under the reguirements of the Brooks Act
and the Federal Information Resources Managem&nt Regulations
(FIRMR) subpart 201-4.901, without obtaining a delegation of
procurement authority from the General Services Administration.
A list of the DoD activities involved is included in Appendix F.
DoD program officials were apparently not aware of the Brooks Act
and FIRMR requirements and did not seek the assistance of DoD
contracting officials prior to issuing Economy Act orders.
Examples of ADP support services procured by DoD activities
threugh the DoE 0Oak Ridge Field Office included a program plan
for an information analysis center, technical assistance in
scheduling algorithms and relational database interface, and
development of a framework for a comprehensive information
management system. Because the DoD program officials did not
seek the assistance of DoD contracting officials on the 15 ADP
acquisitions, we estimate $7.7 million of additional costs were
incurred by going through the DuwE Oak Ridge Field office
{(Appendix F).

The Brooks Act and the FIRMR subpart 201-39.106 state the
authority and responsibility to contract for ADP rescurces is
vested in the Administrator, General Services Administration, who
may grant a delegation of procurement authority to another
Federal agency when that agency has sufficient experience,
resources, and ability te fairly and effectively c¢arry out
procurements of ABP resources. FIRMR subpart 201-39 requires
that agencies submit a procurement request to the General
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Services Administration and receive a specific acgquisition
delegation of procurement authority when the acequisition is not
covered by a requlatory or specific agency delegatien authority.
The General Services Administration has delegated blankat federal
information resources (FIR) (also referred to as ADP) procurement
authority to DeD activities for competitive contracts when the
value of the contract does not exceed $2.5 million, and %250, 000
when noncompetitive. In addition, the deleation authority is not
required when PIR equipment or services are obtained from another
Government agency. However, each of the FIR procurements through
DoE were noncompaetitively placed with DoE, exceeded the $250,000
limitation, and were performed by Martin Marietta Eneryy Systems
and subcontractors, not DoE.

Personnal practices. AFESC issued Economy Act orders under
the interagency agreement with tha DoE 0Oak Ridge Field effice to
obtain personnel for research positions from ORAU. Program
officials believed that the needed expertise was not available
in~house, that 1local Air Force personnel offices were not
equipped to hire technical personnel, and that the needed
services would be obtained more expeditiously under the

interagency agreement. We identifled nine Economy Act orders
totaling $490,076 issued for this purpose. AFESC submitted a job
description to DQE, and DoE contracted the work to ORAU. AFESC

used ORAU as an employment agency to hire technical personnel.
ORAU advertised for the job, screened resunes, conducted
interviews, selected squalified candidates, hired the chosen
candidate, and wmaintained all adminlstrative records. AFESC
improperly tasked ORAU to perform an inherently Governmental
function and used Economy Act orders to obtain personal services
contracts.

Also, NAVFAC program officials stated that they used HAZWRAF to
manage their projects because NAVFAC &id not have the in-house
staff to adeduately oversee NAVFAC projects. For example, NAVFAC
issued nine Econcomy Act orders totaling $7.3 million to the DoE
Oak Ridge Field Office for HAZWRAP to initiate effective remedial
measures under the Remedial Tnvestigation and Feasibility Study
at the Naval Shipyard, Mare Island. HAZWRAP subcontracted more
than 90 percent of the work and charged NAVFAC $544,951 for
program management (Appendix E). We were unable to determine how
many additional NAVFAC personnel would have been needed to manage
the work and administer the contract. In responding to a draft
of this report, the Navy stated that it did not believe that
manpower ceilings ware a significant c¢onstraint in the
envircnmental area. TInstead, the Navy censiders the motivation
to use DoE to have been the perceived ease of using interagency
agreements, particularly in the absence of knowledqe of required
procedural and legal requirements.
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Unigue capabilities of the DoE Oak Ridge Field Office
facilities. Agencies are ta rely to the extent practicable on
existing in-house and contractor saources for satisfying their
research and development needs cansistent with established

procedures under the Economy Act or procuremsnt regqulations.

DoD activities issued Economy Act orders for 23 ef the
33 projects, wvalued at approximately $79.8 million, to Martin
Marietta’s DSRP and HAZWRAP for work that was not unigue to those

facilities (Appendix E, Footnote No. 4). In addition, Martin
Marietta subcontracted more than 70 percent of the work to other
firms for 12 of the 23 projects (Appendix E). We based eur

determination on the subcontractor percentage and DoD program
efficials stating they were aware that private sector firms could
have done the work, but for ease of procurenent expediency or te
obtain a praeferred subcontractar, they used Economy Act orders.

For example, the Maintenance Division at MICOM issued
four Economy Act orders under IAG Ne. 1875-A053 to DSRD tataling
$741,148 for independent verification and validation of test
program sets. We found that befcre 1988, MICOM procured the
services from MTA, a Small Business Administration 8(a) minority
business, wunder an omnibus contract with the MICOM Quality
Assurance Directorate. In 1988, a new omnibus contract was
established but the services of MIA were not renewed. MTA
representatives informed MICOM officials of its association with
the DoE Oak Ridge Field Office and the existence of an
interagency agreement already in place with DoE. MICOM progran
efficials decided to use the interagency agreement and specified
MTA be the subcentractor. MTA received 84 percent of the funds
on the Economy Act orders sent to the DaE 0ak Ridge Field Office,
MICOM also paid additional costs of $92,533 for project
management perfarmead by DSRD (Appendix E}.

In another instance, NAVFAC issued 10 Economy Act orders totaling
$18.9 million under IAG Ne. 1828-1791 to HAZWRAP for the Remedial
Investigation Project at the Naval Air Station, Moffett Field,
california. About 95 percent of the funds were paild to
subcontractors, and NAVFAC paid unnecessary additional costs of
$690,937 for HAZWRAP project management (Appendix E).

Broad Use of Individual Interagency Agreements

The interagency agreements between Dal activities and DeE ware
brief documents that established a level-of-effort arrangement
wheraby DoOE would provide a variety of work under the general
categories identified in the interagency agreement. The
nine interagency agreements were patterned after a twa-page
sample that DOE previded to the DoD requesting activities. The
interagency agreements cantained hroad statements of work,
allowing for Economy Act orders to request a variety of tasks.
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Guidance on interagency agreements. The FAR and DFARS do
not prescribe content or format details to he included in an
interagency agreement. DeD Instruction 4090.19, “Interservice,
Interdepartmental, and Interagency Support,®" April 15, 1992,
provides general guidance an the completion of memorandums et
agreement. or understanding. The Instruction provides that
menmorandums of agreement or understanding should identify the
parties to the agreement, term of the agreement, support ta he
praovided, the basis for calculating reimbursements for each
categary of support, and an estimate of projected reimbursements.
It also provides that the memorandums of agreemant or
understanding and the DD Form 1144, "“Support Agreement," should
document general provisions such as multiple parties to the
agreement, billing instructions, and exceptions to provisions
printed on the form, and specific provisions such as additional
supplier and recsiver responsibilities; a 1listing of occupied
facilities; and a description of unigue cenditions, requirements,
quality standards, and measurement criteria,

The Instruction identifies M"purchasing and contracting services"
as a category of support that may ke included in interservice,
interdepartmental, and interagency support agreements. However,
DoD Instruction 4000.19 does not refer to the Economy Act,
FAR subpart 17.5, or DFARS subpart 217.5, and it does not pravide
for the support agreement to be reviewed by a local contracting
office if the purpose of the support to ke obtained is to
purchase or contract for services. The DD Form 1144 has
signature blecks tor the comptroller and an appraving authority.

Inpact of existing guidange. The lack of guidance and
internal controls built inta interagency agreements resulted in
Economy Act orders being issued by DoD activities that were not a
party to the original interagency a€reement, without the
knowledge of the eriginating DoD activity, and for a wide variety
of work. For example, IAG No. 1489-148%, which was issued by
AFESC, provided fer a wide range of work that included:

... reseaarch and development; cost-benefit, environmen-
tal, and risk analyses; pathology, engineering design
and cost studies; information systems integration;
guality assurance; training in water and air quality;
hazardous waste handling, mortuary services, food
services; and work that may be extended to include
other functienal areas under the auspices of AFESC.

In March 1986, because of the decentralization of environmental
project managament, AFESC issued & wmwemorandum giving other Air
Force major commands direct access to the DoE Oak Ridge Field
office wusing the existing interagency agreement established
between AFESC and DoE. Almost 800 separate Economy Act orders,
valued at approximately $151.1 million, were submitted to the DoE
Oak Ridye Field Office under IAG No. 1489-1489 throueh FY 1991.
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We also found that the Material Management Directorate at MICOM
established IAG No. 1875~A053 in October 1987 to develop an
Artificial Intelligence Expert System. Five other MICOM program
offices issued Economy Act orders under the interagency agreement
totaling approximately $11.2 million. Neither the original
interagency agreement nor any of the subsequent Economy Act
orders were approved by the MICOM contracting office. The
contracting office at MICOM became aware of the existence of the
interagency agreement during our audit visit.

Adequacy of guidance. Additional guidance on the contents
of the interagency agreement is needed, whether the interagency

agreement is for a single order or a series of orders anticipated
to occur over a period of time. We balieve that the guidance
should state that interagency agreements describe the categories
of supplies or services that may be procured under the
interagency agrsement. This goes beyond the general description
Ypurchasing and contracting services" in DoP Instruction 4000.19.
The interagency agreement should identify services that are
clearly within the purpase, missicn, and general scope of effort
established by the sponsoring agency. The description of
services should be detailed enough for the contracting officer to
make determinations that subsesuent orders are appropriate and in
the best interest of the Government to procure from the other
agencies. The following provisions were not included, but should
be required in each interagency agreement.

o A statement of each agency‘s responsibilities for
Government-furnished eguipment, contract administration,
documentation, rights to data and software, and contract
audits.

o Any limitations that must be complied with in the
gcope or amcount of services or supplies that may be
procured,

6 A statement as to the parties authorized to issue
orders under the interagency agreement, including signature
requirements.

© A description ef the type of funds that will be used
to fund supplies or services ordered under the interagency
agreement, and whether advance payments are authorized or
the work will be performed on a reimbursable basis.

o A statement as to what contract type(s) will be used
to obtain the desired supplies and services. If the type of
contract is unknown or cannot be determined, this may alse
be stated.

o A provision that praovidez a method for resolving
disputes between the twa parties.
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0 A description of the methods for pricing and issuing
orders and the leavel of cost details to be provided Wy the
servicing activity that performs the work. The amount of
administrative charges to be assessed by the accepting
department or agency should also be identified.

o A specified expiration date and provisions for
termination.

Clarity of guidance. The guidanca on the intent of the
Economy Act and use of interagency agreements and orders is not
sufficient, The Economy Act requires the requesting agency to
certify in writing that the suppert services c¢ould not be
provided as "convenhiently or cheaply" (underscoring added} by the
private sector. We believe that the Economy Act was based on the
premise that Federal agencies can achieve an economic savings if
they combine their requirements and avoid the added costs that
would be incurred i{f each agency procured its needs on separate
contracts with the private sector or developed its own in-house

capabllity. It was not intended to provide agencies a
'convenient" means to circumvent normal procurement channels and
avoid competition. Determinations prepared by contracting

officers who approve Econamy Act orders should document that a
market survey of potential sources was performed, and that either
costs to DoD are minimized or a unigue service results from
making an acquisition through another department or agency.

Neither the Economy Act, the FAR, nor the DFARS specifies
requirements regarding determination of tangible and intangible
benefits. DoD Directive 4000.19-R, "Defense Interservice Support
Regulation," March 1984, issued in cenjunctien with DoD Directive
4000.19, ¥Intersarvice, Interdepartmental, and Interagency
Support," OQOctcber 14, 1588, provided guidelines for interagency
acquisitions that required that savings and costs to the
Government be identified. However, DaoD Directives 4000.12 and
4000.19-R were cancelled and replaced in April 1992 by DoD
Instruction 4000,19, which does not require any cost/benefits
analyses.

We believe that additional guidance is also needed on
the determinations required by FAR subpart 17.5 and
DFARS subpart 217.5. Specifically, DFARS 217.5 may now be
interpreted to mean that the determinations may be delegated to
someone  other than a contracting officer. For example,
Headeguarters, Defense Logistics Agency, directed that its
interagency agreement and Economy Act orders be reviewed and
approved by its Direator for contracted Advisory and Assistance
Services rather than a contracting officer. The determinations
should state whether benefits will be realized by abtaining the
purchasing and contracting support from another agency, and
sheuld identify any other advantages to DoD.
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The guidance should be disseminated to proeram managers who are
likely to bhave requirements and should be incorporated in
training courses for program managers and contracting personnel.
Appropriate disciplinary actions should also be taken against DoD
program officials who knowingly abused the use of interagency
acquisitions under the Economy Act.

Additional ecomsts attributable to interagency procurements.
Based on the limited detailed cost data we obtained from DoE and
Martin Marietta, we estimated that DoD activities paid
approXimately $11.6 willion in additional costs to obtain
eervices through the DoE Oak Ridge Field Office {Appendix E}. We
also determined that 26 of the 33 projects had multiple tiers of
subcontractors.

We calculated additional costs by dividing the subkcentractor cost
by the total cost to derive the percent of work Martin Marietta
offloaded to subcontractors., This percentage was then applied to
costs incurred by Martin Marietta (excluding subcontractor costs)
to estimate additional costs for obtaining project support
through the DoE 0Oak Ridge Field oOffice. For example, for the
AFESC Federal Fire-Fighter Certification System project, Martin
Marietta billed §727,848 and paid subcontractors $680,637
(94 percent) to¢ perform the work; the remaining $47,211 was
charged for Martin Marietta indirect costs, such as overhead,
travel, and other indirect costs. The additional cast for this
project was $44,378, which 1s 94 percent of Martin Marietta’s
indirect costs. Using Dob procurement offices for contracting
and using the Defense Contract Management Cemmand for contract
administration could have eliminated the majority of additional
costs generated from use of Economy Act orders.

Conclusiona

We determined the allegations in the DoD Hotline complaint had
merit. Also, the issuance of the May 10, 1990, Principal Deputy
Assistant Secretary of Defense (Productions and Logistics)
memorandum was not sufficient to stop the inappropriate use of
interagency acquisitions by DoB activities, Additional guidance
is needed on the format and content of interagency agreements, on
who should perform the determinations that the interagency
acquisition is in the bhest interest of tha Government reaquired by
DFARS subpart 217.5, and on what should be included in the
determinations. Centracting officers must authorize the ordering
of supplies and services through other Federal agencies. Where a
major portion of the work has not already been performed on
Economy Act orders that were not properly authorized, DoD
contracting officers should perform and document determinations
on whether perfermance should continue. Where apprepriate, DoD
cantracting officers should ratify the Economy Act orders.
Determinations on whethexr performance should continue or be
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terminatad should also be documented. More efforts need tao be
taken to ensure that DoD program managers are aware that DoE
and othar Federal agencies canhot be tasked to perform
purchasing and cantracting functions unless the interagency
acquisition has been authorized by a warranted 0oD contracting
officer.

Recent Efforts Taken by 08® and DoD Activities

In October 1991, we began an audit concurrent with this audit to
evaluate the use of interagency agreements and orders to obtain
contracting support through the Tennessee Valley Authority (TVA).

In April 1992, we 1issued Report No. 92-069, '"Quick-Reaction
Report on Do® Procurements Through the Tennessee Valley
Authority." The report stated that DoD officials, who lackad

authority under the FAR and DFARS to approve interagency
acquisitions, improperly authorized 147 Econemy Act orders to
transfer $84.8 million of expiring funde during August and
September 1991 to TVA te achieve technical ohligation of those
funds.

As a result of the TVA audit, the Under Secretary of Defense for
Acquisition and the Military Departments took steps to address
the inappropriate use of interagency agreements. ©On October 25,
1991, the Under Secretary of Defense for Acquisition issued a
memorandum to the Secretaries of the Military Departments and the
Directors of the Defense agencies to reinforce DoD policies
regarding contract offloading and to request aggressive actions
to ensure compliance with established policies regarding the use
of interagency agreements (Refer to management comments provided
by the Director of Defense Procurement in Part 1IV). The
memorandum solicited continuwed support from the Military
Pepartments and the Defense Logistics Agency in minimizing the
risk of arders for Iinteragancy acquisitions beinyg placed by
unauthorized DeD program officials.

On December 26, 1991, the Assistant Secretary of the Army
(Research, Development, and Acquisition) issued a message to all
Army legal offices, comptrollers, resource manasers, and finance
and accounting ocffices concerning Army activities’ continuation
of improper contract offloading practices and possible funding
violations, and stated that these practices must cease
immediately, The message regquested that all activities that sent
work or funds to TVA in FY¥s 1990 and 1991 submit a detailed
report including justification for the need to procure through
TVA. The message reguired contracting officers to make the
required determination for all Economy Act orders and required
legal counsel review of the orders.
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RECOMMENDATIONS, MANAGEMENT COMMENTS, AND AUDIT RESFONSE

1. We recommend that the Director of Defense Procurement revise
guidanee in the Defansa Federal Acquisition Regulations
Supplement 217.5, "Interagency Acquisitions uUnder the Economy
Act," to:

a. Regquire that a DoD contracting officer review and
approva all interagency agreesments and subseguent Economy Act
orders consistent with the uUnder 8Secretary of Defense for
Acquisition’s October 25, 1991, memorandum.

b. Reguire that DoD contracting officer determinations
approving interagency acquisitions identify the unigue services,
benefits, or estimated savings to be realized by DoD.

Deleted recommendation. Baszed upon cemments from the Director of
Defense Procurement and the Army, we deleated Recommendation 1.c.
which would have revised the DFARS to specify the applicability
of the Economy Act to procurements made Ly one DoD Component at
the reequest of another DoD Component.

Management comments. The Director of Defense Procurement
partially c¢oncurred with Recommendation 1.a., stating that the
Defense Acquisition Regulations Council will open a new case to
consider this recommendation. The Director stated, however, that
augmenting coverage in the Defense Federal Acguisition Regulation
Supplement will still net reach reguirements personnel who, as
stated in the report, bypassed contracting officers. The
Directer also cited effortes already taken to address the proklen
including the October 25, 19591, wmemorandum issued by the Under
Secretary of Defense for Acguisition, and planned changes such as
a revision to DD Form 448, "Military Interdepartmental Purchase
Request,” that will include a signature block for the contracting
officer when used to place Economy Act orders. The Army
partially concurred with Recommendation 1.a. and stated the
contracting officers should not approve the orders but should
make a determination regarding the appropriateness of
transferring the funda and requirements to another Federal
agency.

The Director did not address Recommendation 1.b. The Army
nonconcurred with Recommendation 1.b. and gstated the preposed
requirement to identify savings 1s impracticable in many
gsituations.

Audjit responme. We consider the Diractor’s comments to be
responsive to Recommendation 1l.a. We agree that the
addition of a signature block on the DD Form 448 should
create an internal control to ensure that a DoD cantracting
officer is involved in the interagency acquisition, The
Army‘s comments on Recommendation 1.a. did not consider
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guidance identified in the Under Secretary of Defense for
Acguisition memorandum that stated, "contracting officers
must approve the use of such interagency agreements." The
intent of the recommendatien is to place the guidance from
the Under Secretary ints the DFARS.

For Recommendation 1l.b., our audit demonstrated that no cast
analyses were performed and tha use of Economy A¢t orders
resulted in $11.6 million 1n additional costs to the
Gevernment. We therefore reguesat that the Directer provide
comments on Recommendation 1l.b. when responding to the final
report and specify dates for completion of corrective
actions identified. We agree with the Army that there are
situations where it is not possible to guantify the savings
from the use of Economy Act orders. Therefore, we revised
the recommendation to reflect that the determination
identify the unigue services, benefits, or savings from the
use of Ecanomy Act orders.

2. We recommend that the Assistant Secretary of Defense
(Production and Logistics} revise DoD Instruction 4000.19,
‘'Interservice, Interdepartmental, and Interagency Support," to
includa the following guidance on the information to include in
the interagency agreements.

o A statement of each agency‘s responsibilitiea for
Government-furnished equipment, contract administration,
documentation, rights to data and scoftware, and contract audits.

© Any limitatjons that must be complied with in the scope
or amount of services or supplies that may be procured.

o A statement as to the parties authorized to issue orders
under the interagency agreenent, including signature
requirements.

© A description of the type of funds that will be used to
fund supplies or services ordered under the interagency
agreement, and whether advance payments are authorized or whether
the work will be performed on a reimbursable basis.

o A statement as to what contract type(s) will be used to
obtain the desired supplies and servicas. If the type of
contract is unknowh or cannot he determined, this may also be
stated.

© A provision that provides a method for resolving disputes
between the two parties.

@ A description of the methods for prieing and issuing
orders and tha level of cost details to be provided by the

20



servicing activity that performs the work. The amount of
administrativa charges to ba assassed by the accepting department
or agency should also be identified.

o A specified expiration date and provisions for
termination.

Revised recommendation. We originally addressed Recommendation 2.
to the Director of Defense Precurement and the Assistant
Secretary of Defense {(Production and Logistics) and requested
they coordinate and 1issue guidance on the format and content
requirements of interagency agreements. Based on comments from
the Director and the Army, we revised and redirected the
racommendation.

Management comments. The Director of Defense Procuremsent
stated that augmenting coverage in the DFARS, under her purview,
will not reach requirements persennel. The Army concurred and
stated they were concerned with Economy Act orders te agencies
who are not required to follow the FAR or have different
standards of performance for the contracting funation than
required in DoD. Program officials often erroneously make the
assumption they will get the same level of contracting service
from another agency as they would in DoD.

Audit response. Additional guidance is needed to establish
minimum criteria for format and content te be included in
interagency agreements. DoD Instruction 4000.1% weuld reach

reguirements pevrsonnel. Neither DFARS 217.5 or DoD
Instructien 4Q000.15 require details on interagency
agreements. Our audit determined that adeguate contract
administration was not performed, largely because

responsibilities were not defined in the interagency
agreements or Economy Act erders, and because DpoD program
managers assumed that centract administration was Mbeing
performed by the Department of Energy and Oak Ridge Field
Office facilities, We request the Assistant Secretary of
Defense (Production and Logistics), who is responsible for
DoD Instruction 4000.19, to provide comments on the
recommendatian.

3. We recommend that the Service Acquisition Executives and the
Director, Defense Logistics Agency:

a. Require the contracting office at subordinate activities
to:

(1) Review active interagency agreements between tha
astivitiea supported and other Faderal agencies for compliance
with the Economy Act and implementing regulations, and revise,
terminate, or issue new interagency agreements where appropriate.
If tha non-DoD contracting agency is not capabla of adequately
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adninistering existing contracts, the contracting office should
regquest that the contraots be transferred to the Department of
Defense for administration.

(2) Ratify or terminate active Economy Act orders with the
Department of Energy and other Federal agencias that were not
properly authorized by DoD contracting officers.

(3) Approve Economy Act orders only if DoD realized a
unique service, lhenefit or cost savings in offlpading the
contracting responsibility to ancther Federal agency.

Army comments. The Army disagreed with Recommendation
3.a.(1), stating that contracting officers are not the best
officials to approve, disapprove, or prepare interagency
agreements since interagency agreements are not, per se, Economy
Act transfers. The Army concurred with Recommendation 3.a. (2).
The Army nonconcurred with Recommendation 3.a. (3}, stating that
it would be a practical impossibility to calculate savings or
excess costs,

Naw gcomments. The Navy generally concurred with
Recommendation 3.a. (1) stating that the Navy will perform reviews
of interagency agreements if the Director of Defense Procurement
issues guidance on the format and content of interagency

agreements., The Navy will also perform a review of Navy
activities to ensure that guidance 1is adeguate and is complied
with, For Recommendation 3.a.(2), the Navy will require

contracting officers to review Economy Act orders to determine
whether work should be terminated or allowed to continue. The
Navy concurred with the intent of Recommendation 3.a.(3) and
stated that, while the Economy Act 1is vague regarding
"convenience or economy," often the unique capakilities of a
federally funded research and development center to accommodate
the Navy needs may supersede the cost and result in a more costly
acquisition. The Navy is required to buy nuclear reactor cores
from the DOE laboratories.

Air Forgce comments. The Ailr Force concurred with the
recommendations and stated it will revise, terminate, or issue
new interagency aereements; ratify or terminate active Economy
Act orders with the Department of Energy and other Federal
agencies if not authorized by a contracting officer; and only
approve orders if savings result from offloading work to another
Federal agency.

Defense Logistics Agency {DLA) comments. DLA concurred with
Recommendation 3.a.(1) and the need to review interagency
agreements. However, DLA stated that such agreements fall under
DoD Instruction 4000.19, and that reguiring contracting officers
to evaluate, revise, or terminate interagency agreements goes
beyond their authority or expertise. The DLA stated that a
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contracting officer should review the agreements for compliance
with the FAR, but should not be required to address financins,
program management, technical considerations, resourca
utilization, or wmission effectiveness. DLA &tated that their
actions were complete on Recommendation 3.a.(1). DLA stated that
Recommendation 3.a.(2) was not applicable to DLA because all
Economy Act orders after 19%0 were approved 1in accordance with
procedures in the prior OIG, BoD, report of June 1%%2. Further,
DLA policy letters in 1990 and 1992 limited appreoval of Economy
Act orders to aone person in DLA headquarters. DLA concurred with
Racommendation 23.a.(3) and stated that DLA would defer revising
its policy guidance pending the outcome of the Defense
Acquisition Regulatory Council case 92-D0@8, "Orders Under the
Economy Act."

Audit response. We consider the Army comments to
Recomnendation 3J.a.(l) to be nonresponsive. There 1is
currently no guidance on the role of a contracting officer
in the development, review, and approval of an interagency
agreenent., Since FAR subpart 17.5 and DFARS subpart
217.5 specify that a contracting officer should review and
approve orders placed under the Econony Act, we beliesve that
logically a contracting officer should also be in the
coordination loop to review and approve any interagency
agreement that is developed either before or atfter Economy

Act orders are issued, We agree with the Army that
interagency agreements are net Economy Act transfers, per
se. However, we believe that interagency agreements should
be reviewed because they establish the parameters for
issuing Economy Act orders under the agreements, and
therefore may set the conditions wrongly for subsequent
orders placed under the agreements. We also agree that a

contracting officer may nat have the expertise to review and
validate all parts af interagency agreements, but they
sheuld have a major responsibility in the review. We
request that the Army reconsider its pesition and specify
who will review its interagency agreements and provide
estimated milestones for completing the reviews in comments
on the final report. We request that Navy and Air Force
provide estimated dates for completion af the reviews for
Recommaendation 3.a.(1).

We also request the Army, Navy, and Air Force provide
estimated completion dates fer Recommendation 3.a.(2).
Based on Management comments, we revised Recommendation
3.a.(3) to state that Economy Act orders enly be approved if
a unique benefit to DoD or a c¢ost savings results.
Accordingly, we request the Army to reconsider its position
on Recommendation 3.a.(3). We believe that an asgency should
be able to demonstrate some cost savings or unique benefit
Oor service associated with the issuance of an Economy Act
order. We consider the DLA comments to Recommendation 3. ta
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be responsive because only two Economy Act orders issued
under one interagency agreement totaling $750,000 were
included in this review,

b. Diseipline program officials who knowingly exceeded their
authority and violated the Economy Act, the Brooks Act of 1965,
the Competition in Contracting Act, year-end spending
restrictions, and other laws and regulations by placing
unauthorized Economy Act orders with another Federal agency.

Management comments. The Army, Navy, Air Force, and the
Defense Logistics Agency concurred with the intent of the
recommendation. The Air Force stated that individual activity
commanders will bhe respensible for initiating disciplinary
actions. The Defense Losistics Agency stated that adeguate
controls were in place to prevent vieclations, but if violations
occur they will initiate disciplinary action.

pudit response. In response to the final report, we request
that the Army and the Navy specify what corrective actians
will be taken  and identify completion dates for
implementation of the corrective actions.

4, We recommend that the Comptroller of the Department of
Defense modify the DoD 7220.9%-M, "Accounting Guidance Manual,* to
require an accounting officer to have documented appreval of
BEconomy Act orders by a DoD contracting officer prior to
allocating and c¢ommitting funds on the order.

Management comments. The Comptroller of the Bepartment of
Pefense did not provide comments to the dratft rempert. The Army
agreed with the thrust of the recommendation and stated that a
budget or resource officer may ke delegated the function of
certifying the availability of funds and that the obligation of
funds does not occur until the receiving asency accepts the
funds.

Audit response. We revised the recommendation to reflect
the Army comments, and we reguest that the Comptroller of
the Department of Defense provide comments to the final
report. We request that the Comptroller, DoD, respond to
the final report.

5. We recommend that the Assistant Secretary of Defense
(Production and Logistics) establish a central point of contact
within DoD to oversee policy and procedural administration of
interagency procurements and to serve as a focal point for other
Federal agencies,

We added Recommendation S. based upon comments provided by the

001G, DoE, to the draft report. The 0IG, DoE, stated that, in the
past, it has been difficult to 1dentify the appropriate DoD
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organization or office responsible for implementing pelicy and
procedural changes because unlike the DoE, DoD dees net have a
centralized organization responsible for work performed under
interagency agreements. We request that the Assistant Secratary
of Defense (Preductien and Logistics) provide comments on the
added recommendatien,

Army comments to the finding. The Army cited the following
points in response to the draft report. First, the Army stated
that if a DoD activity requests that DoE contract to meet a need
with one of its federally funded research and davelopment centers
(FFRDC), then +the DoD activity should provide certified
documentation to support a nen—competitive procurement
justification hy the DoE contracting officer. The Army also
stated that restricting the responsibility for making Economy Act
determinations to a contracting «officer contradicts the FAR and
inapprapriately limits the right of an agency head to manage an
organization.

The Army further stated that the receiving agency is responsible
for accepting an order under the terms of the Economy Act and for
determining how to meet the requirements of the order. Thus, it
is both inappropriate for DoD activities to knowingly request
work that the DoE FFRDC must contract out, and for DoE to accept
work that blatantly conflicts with competition reguirements.

Audit response. We agree with Army that DoD requesting
activities should provide certified documentation to
support sole-source procurements for Economy Act werders
placed on contract through DoE, or any agency, to an FFRDC
or other source. FAR subpart 17.504, "Ordering Procedures,®
states that the servicing agency 1is responsihle for
complying with all 1legal and regulatory requirements
including competition requirements. The FAR further states
that when an interagency acquisition reguires the servicing
agency to award a contract, the servicing agency, if
regquired by law, shall prepare a justification and approval
or a determination and finding, and that the requesting
agency shall furnish the servicing agency any 1information
needed to make the Jjustification and approval and the
determination and finding.

We also agree that the Economy Act determination need not e
made by a contracting officer. However, a contracting
officer must be 1involved in the interagency acquisition
process to be consistent with the Octoker 1991 mewmorandum
from the Under Secratary of Defense for Acguisition that
states that a contracting officer wmust approve the use of
interagency agreements, and FAR subpart 17.504 that requires
that the contracting officer have the determination in hand
prior to placing an interagency order,
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B. ADMINISTRATION OF DOD ECONOMY ACT ORDERE

DoD did not adequately define technical and administrative
responsibilities of DoD and DoE in the interagency agreements and
individual Economy Act orders issued by Dob program offices to
the DoE 0Oak Ridge Field Office. This occurred because DaD
program officials did not use the available expertise of DaD
contracting cfficers; hecause guidance on interagency
aceuisitions under the Economy Act dees not specify the format
and contant of interagency agreements; and because DoD programn
officials relied on DoE and Martin Marietta Energy Systems to
monitar the performance and costs of work under Economy Act
orders, and to administer the work in the best interest of DoD.
As a result, DoD program activities could not ensure that
detailed progress reports were received esn a regular basis; that
deliverables net raguirements; that vouchers totaling
$78.4 million were accurate, reasonakle and allowable; or that
the best interests of DoD were protected.

DISCUSSICN OF DETATLS
Back¢ground

The DoD activities and DoE developed interagency agresments to
authorize DoE to perform or contract for work on behalf ef DeD.
Upon acceptance of subsequent Economy Act orders, DoE assigned
work for the nine interagency agreemente to Martin Marietta to
perform or subcontract. DoE policy states that DoE Headquarters
will provide the primary programmatic oversieht of work performed
by the contractors, while DoE operations offices administratively
oversee the work performed. DoE polley further states that
administrative oversight will be accomplished by reviewing and
approving individual projects submitted by other Federal agencies
to ensure that they comply with DoE acceptance criteria, DoE
criteria require that the projects be consistent with the DoOE
mission, not adversely impact execution of DoE programs, and not
place DoE in direct competition with the private sector. DoE
policy requires that DoE monitor performance and submit monthly
vouchers for reimbursement to DobD. The process for obtaining
goods and services under interagency agreements with DoOE is
depicted in tha flowchart shown in Appendix A.

DoD activities that procured support services through interagency
agreements with DoE relied on DoE ta perform technical and
financial administration and oversight of the work. DoD program
officials stated that a primary reason for usine the ipteragency
agreement procurement vehicle was because the DoD activity did
not have the in~house capablility to perform contract
administration and assumed that DoE would provide it.
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We found that all nine interagency agreements reviewed did not
inelude:

0 a requirement that detailed progress reports and cost
data be provided to DoD contracting or program officials on a
regular basis, and that only on receipt of the preeress reperts
would DoD funds be released; and

O a provision that would allow BoD to review costs incurred
on Economy Act orders or that a close-out audit could ke
performed on incurred costs.

DoE Administration of DoD Economy Act Orders

Department of Energy Acquisition Requlation subpart 942.002,
vcantract Administration,® requires that DoE menitor the
performance of its contractors to ensure that contract termg are
complied with, that products are received on time and at
reasonable costs, and that technical requirements and
specifications of the contract are met,.

DoD program officials relied on DoE to fulfill administrative
responsibilities by providing oversight of work performed and
performing financial administration, which included evaluating
costs for reasonableness and certifying vouchers for payment.
DoE, as the contracting agency, had privity of contract with the
contractors.,

We found that the extent of administrative functions and
oversight performed by ®BoE varied among DoD projects. DoE
assigned a DoE contracting officer’s representative (COR) to each
of the 233 projects that we reviewed; however, the 1level of
oversight of work performed and feedback provided to the DoD
requesting activities varied among the CORs. boDb program
officiala interviewed stated that the DofE officials generally had
little involvement in the preojects and cited the fe)lowing
concerns regarding the administrative efforts of DoE and Martin
Marietta.

o Frequent rotations of assigned Martin Marietta management
impacted project centinuity.

o Martin Marietta management and DoE officials did@ not
respond to, or ignored, requests for information.

o Milestones and meeting requirements were delayed without
adequate justification.

© Justifications from DoE and Martin Marietta for costis
were inadequate.
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For example, MICOM issued six Economy Act orders with total
funding of $710,781 under IAG No. 1875-A053 for the development
of an Item Managers Assistant Expert System. The HMICOM prosran
official responsible for the project stated that Martin Marietta
had assigned at least three program managers to the project since
1987, and the current pregram manader had made only one on-~
site visit during the last year. He also stated that, while not
specifically required per the interagency agreement, DoE had not
provided progress reports or cost data to MICOM since the
inception of the project in 1987 despite numerous MICOM requests.

other Reports That Address DeE Oversight

Since 1988, the Ganeral Accounting Office and the 0IG, DoE,
issued six audit reports addressing DoE wanagement of interagency
acquisitions at Oak Ridge and other DoE locations (Appendix Cj.
The reports stated that DoE did not have adequate internal
controls to ensure that interagency acquisitions were managed
economically, efficiently, and effectively, or that decisions to
accept work from DeD complied with apsplicable laws. The reports
attribute the deficiencies to DoE officials who had abandoned
their responsibilities to make Iindependent judgments and to
challenge or validate information submitted by requesting
agencies. Also, DoE relied on Martin Marietta to perform duties
that could be considered inherently Governmental functions. The
reports also stated that DoE did not provide effective oversight
of Martin Marietta subcontracting practices. Further, poor
precurement mractices on the part of DeE contractors did not
ensure that subcontractor prices were fair and reaschable.

As part of thig cooperative audit, the 0IG, DoE, examined the
administration of contracts awarded to companies under the Small
Pusiness Administration 8(a} Program issued under Economy Act
orders from DaD. The O0IG, DeE, examined the administration of
18 task orders with accumulated costs of $8.4 millien. The audit
determined that DoE did not adequately administer work pertormed
under its 8(a) contracts, and that CORs relied on Martin Marietta
to perform duties related to defining work requirements and
reviewing deliverables and billings.

Proqress Reports and Cost Data Provided by DoE

To properly administer control of funds and te effectively manage
its operations, DoD activities need detailed periodic progress
reports and cost data to support billed ¢osts and to ensure that
the procurement and contract administration functions are being
carried out by DoE in the best interests of DoD. The interagency
agreements reviewed reguired that DoE provide monthly billings
for reimbursement on the basis of actual costs incurred.
However, DoD activities did not esgtablish provisions in the
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interagency agreements or individual orders for the submission of
progress reports, the level of detail required in reports, or
cost data to facilitate DoD oversight of work and costs incurred.

Our audit determined that DoD activities did not always receive,
and did not request, progress reports from DoE an a regular
basis. In our opinion, the reports that were received did not
provide sufficient detail to adequately verify that deliverables
complied with the statements of work, that work was in compliance
with established milastones, or that costs incurred were
appropriate. The documentation we reviewed provided by Martin
Marietta to support costs incurred was inadequate and provided
little traceability of how $78.4 million of accumulated cests for
the 33 DoD prajects was spent (Appendix E). For % of the
33 projects reviewed, the DoD program offices did not receive any
prowress reports to identify cost data for $9.5 million of
accumulated costs billed.

For the remaining 24 projects, with accumulated costs of
$68.9 million, progre®s reports were pravided but were not
sufficiently detailed for the DoD program offices to verify that
the work was being performed economically and effectively, and
that the costs incurred were reasonable and allowable. For
example, the October 1%91 progress repart presented below from
HAZWRAF to NAVFAC for the Radon Assessment and Mitigation Program
under IAG No. 1828-1791 identified only the general cost
categories for the current month and total costs to date.

NAVFAC Radon Assessment and Mitigation Program
October 1991 Progress Report

Current Total Percent of
Month _Cost Total Cost
Labor $ 6,978 $ 945,259 21
Traval 668 70,925 2
Computer 0 19,309 1
Other Direct
Costs 10,883 1,441,424 32
Subcontractor 14,539 1,116,616 25
Overhead 15,185 §43,451 19
Total §43.253 §&'§%65984

NAVFAC was nct provided and did not request any supporting
documentation to identify individual 3job categories, rates, or
nunber of hours worked under "Labor®; the number of, or costs hy,
individual subcontractors; or what cost® were included in "Other
Direct Costs." Other 0ol program offices received sinmilar
inadeguate reports. We concluded that DoD activities that place
Economy Act ordars with the DoE Oak Ridge Field 0Office nmed to

ao



astablish a reguirement in the interagency agreements that
prosress reports with sufficlent detail will be provided on a
regular basis.

P t Do

Before each Economy Act order 1is released, a DoD budget or
finance and accounting official must certify the availability of
funds for the interagency acquisition. The Economy Act requires
that bills from receiving agencies will be paid when presented
without gquestion. The 1interagency agreemants with DoE stated
that wvouchers will be submitted directly to DaD accounting
offices for payment, without a requirement for a DoD progran
official to review supporting documentation or approve the
validity of costs billed, even after the fact. This procedure on
payments 1is in accordance with the Econemy Act. This automatic
payment procedure does hot eliminate the requirement for the DoD
program official to ensure that funde were properly expended to
achieve program results. The DoD program official should request
and review <contractor ©progress Treports, bills, and c¢cost
information for the wark performed for the agency on the Economy
Act orders. If the bills are not commensurate with the services
received, the official should initiate collection action. If a
large amount of the Economy Act order was placed on a cost type
contract, the program efficial should ensure that arrangements
were made for a closeout audit. DaD program officials should be
made aware that audits ef contractors to civilian agencies do
not always routinely occur as they do in DoD.

Impact of Administration

The interagency agreements did not provide for adequate internal
controls to clearly establish techniecal and financial
administrative responsibilities arnong DoD, DoE, and Martin
Marietta. DoD activities assumed that DoE performed sufficlient
oversight to protect its interests, But DoD activities did not
establish requirements within the interagency agreements or
individual Economy Act orders to aensure clearly defined
responsibilities of each party. As a result, DoD activities were
not assured that work performed complied with statements of work,
that «costs were reasonable, and that payments totaling
$78.4 million on the 33 projects were adeguately supported or
even earned. We believe it is important that DoD activities that
enter into interagency agreements with DoE or any Federal agency,
understand how its funds will be spent and have the opportunity
to review details on the costs billad.
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RECOMMENDATION, MANAGEMENT CCMMENTS, AND AUDIT RESPONSE

We recommend that the Assistant Secretary of Defenae (Production
and Logistics) revise gquidance in DoD Instruction 4000.19,
"Interservice, Interdepartmental, and Interagency Support,* to
require that orders 1ssued pursuant to the Economy Act include
provisions for the following.

a. Submission of detailed progress reports and cost data by
the accepting Federal agency, and the performance of closeout
audits, if needed. Tha cust data should identify costs incurred
by the prime contracter during the pariod, including direet labor
hours and rates, material costs, subcontraactor costs, other
direct costs, and profit.

b. Performance of reviews by DoD program officials to
ensure that amounts billed by the other Federal agency are proper
for payment and initiation of collection actions if the amounts
Rilled ara not commensurate with the services received.

Revised recommendation. Based upon comments from the Director of
Defense Procurement, the Army, and the OIG, DoE, we redirected
the recommendation to the Assistant Sacretary of Defense
(Production and Logisties). In responding to the draft report,
the Director of Defense Procurement stated that contracting
officers do not write purchase requests and should not be
expected to specify the content and form of interagensy
agreements. Instead, requiring officials who are responsible for
the programs and are held accountable far their successes should
decide what information is needed for managewent and control
purposes. The Army stated that, since Economy Ac¢t orders are not
contracting actions executed by contracting officers, the DFARS
is not the appropriate place to amend guidance. The OIG, DOE,
stated that DoE requires the requesting agency to specify
requirements for cost details in the proposal package submitted
for acceptance by DoE under the Work-for-Others Program. We
request that the Assistant Secretary of Defense (I'roduction and
Logistics) comment on the revised recommendation.

Delaeted recommendation. Based on comments from the Director of
Defense Procurement and the Army concerning certification of
bills for Economy Act orders by a DoD official prier to payment,
Recommendations 2.a. and 2.b. of the draft report were deleted
from the final report.
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C. __ TRACKING INTERAGENCY ACQUISITICNS

DeD management information systems could not identify the number,
value, issuing activity, or recipient of Economy Act orders.
Current resource and procurement data reporting systems were not
designed to provide this information. As a result, DoD managers
in the O0ffice of the GSecretary of Defense, the Military
Departments, and the Defense agencies were unaware t(hat during
FYs 1990 and 19%1 more than $6.3 billion of DoD funds was sent te
other Federal agencies (Appendix G). Also, DeD managers had ns
effective means to manage and oversee this process, including not
having a basis for determinineg whether Economy Act orders were a
eignificant contributor to inappropriate year-end spending.

DISCUSSION OF DETAILS

Background

DoD managers need manhagement information systems to support their
planning, controlling, and decisionmaking responsibilities.
Managere at each level should know where and how budgeted funds
are being spent. DoD has a financial accounting system and an
Individual Contract Action Reporting System (DD 350 Reporting
System) that cellects data on contracts issued.

DoD 7220.9~-M, part 1, chapter 11, "DcD Financial Management
System Principles," states that financial management data shall
ke gathered and frocessed to meet specific internal wanagement
needs or external reguirements. The financial management data
shall be reasonably complete and accurate, shall be recorded as
soon as practicable after the event occurs, and shall be made
available to managers. The DFARS section 204.670, "“Contract
Reporting," discusses the purposes and information toc be reported
in the PD 350 Reporting System.

There is currently no visibility through DoD management
information systems en the extent of work baing performed under
Economy Act erders with DoE and other Federal agenciles. For the
nine interagency asreements we reviewed, officials at the DoD
activities that originated the interagency agreements weare not
aware of the amount of funds transferred on Economy Act orders to
DoE, and could net identify all of the DoD activities that issued
Economy Act orders under their interagency agreements. For
instance, AFESC authorized othar Air Force major commandg to use
IAG No. 1489-1489. This authorization resulted 1n about
700 separate Economy Act orders totaling more than $134.9 million
being 1issued under the interagency  agreement. NAVFAC
Headquarters also allowed its field activities to 1lssueée orders
under IAG No. 1828-1791. This action resulted in appreximately
230 Econemy Act erders totaling more than $50.3 millien being

35



issued by the various NAVFAC field activities. We identified the
amount of funding and the number of Economy Act orders that DoD
activities issued under interagency agreements by requesting the
information frem the Work-for-Others Program office at the DoE
Oak Ridge Field oOffice.

The finance and accounting offices at the DoD activities we
visited did not track and could not identify total)l obligations or
disbursements that involved other Federal agencies. DoD finance
and accounting offices at the individual activity level produce
the Data Element Management Service repert that s consolidatead
at the Defense Finance and Aceounting Service, Indianapolis
Center. These reports capture data elements including the source
of funds, type of funds, accounting station, disbursing activity,
date of the disbursement, and dollar value,. However,
expenditures are not coded to identify funds disbursed to another
Federal agency.

The DD 1350 Reporting System does net identify interagency
agreements and orders because they are not centracts.
Procurement policy personnel in the Office of the Director of
Defense Procurement stated that this system should not be
modified to include the reporting of interagency agreements and
orders because it could result in double counting. The DD 350
Reporting System is part of the Federal Procurement Data System,
which reports all contracts awarded by the Federal Government.
Federal agencies, such as DoE, that accept DoD Ecunomy Act orders
would report contracts that are subseguently awarded into the
Federal Procurement Data System.

Until April 1992, DoD had a system for collecting and reporting
information on interservice, interdepartmental, and interagency
support agreements within DoD and with non-DoD agencies. The
system was authorized by Dob Instruction 4080.19-R. Support
agreements established by DoD activities were to be furnished to
tha Defense Logistics Services Center, Battle Creek, Michigan,
which published and distripbuted information on the types of
support services being supplied or received. This system was
discontinued when DoD 4000.19~R was superseded because the Office
of the Assistant Secretary of Defense (Producticn and Logistics)
determined that the DoD Components were not accurately reporting
all support agreements and that 1little use was made of the
information once published and distributed by tha Defense
Logistics Services Center.

The FY 1992 Appropriations Bill required that DoD provide
Congress with the FY 19%3 budget request, documentation
identifying, by Military Department, the total DoD fundeg provided
to non-DoD sponsored federally funded research and development
centers, which would inc¢lude Ccak Ridge National Laboratory. In
July 1992, the Director ef Defense Research and Engineering
reported to Congress that planned FY 1%%3 DeD funding for non=DaD
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federally funded research and development centers would be
$47.3 million, of which only §$300,000 was designated for DoE at

Oak Ridge (Appendix H). This report excluded planned funding
from the Military Departments and the Strategic Defense
Initiative Organizatijon. It also did not identify other funds

transfers to Federal agencies under Econocmy Act orders.

Year-end Spending

The O0IG, DoD, addressed the issue of year-end spending using
Economy Act orders in Report No. 92-069, The report stated that
DoD officials, who lacked authority under the FAR and DFARS to
approve interagency acquisitions, improperly authorized Economy
Act orders to transfer $84.8 million of expiring funds during
August and September 1991 to the Tennessee Valley Authority to
achieve technical obligation of those funds (Appendix C).

Indications are that part ef the Economy Act orders issued by
DoD activities to the DoE Oak Ridge Field Office may have ween
year-end spending. DoD activities transferred a total ef
$323.9 million to the DoE Oak Ridge Field 0Office bhetween May 1990
and October 1991. Of the $323.9 million, about $21.0 million was
funded in September 1990, and about $54.4 million was funded in
September 1991, The O0IG, DoE, Report No. ER-B~91-07, "“Martin
Marietta Energy Systems, Inc., Subcontracting in the Work-for-
Others Program for Data Systems Research and Development
Projects," December 21, 1990, also reported that a
disproportionate amount of BoD funds were obligated @uring the
final months of previous fiscal years. DoE concluded that the
timeliness and convenience in processing interaqgency acquisitians
made the interagency acquisitions vulnerable to year-end spending
abuses. However, the DoE report made no recommendations since
DoD activities were the originaters of the Economy Act orders.

Conclusions

DoD management information systems currently cannot identify the
numbers of Economy Act orders and amounts of funds being

tranaferred on the orders te other Federal agencies. As a
result, DPoD managers had no visibility of the activity in this
area fer pelicy-making and quality assessment purposes. Because

the amounts of Economy Act orders and funds are significant, a
system for reporting Economy Act orders is needed for management
control. Information reported to Congress on BoOD acquisitions
through non-DoD federally funded research and development centers
and other Federal agencies is incemplete and includes only part
of the Econemy Act orders issued by Dol activities. Alternatives
include modifying existing financial management and contract
reporting systems or establishing a separate reporting system.
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RECOMMENDATION, MANAGEMENT COMMENTS, AND AUDIT RESPONSE

We recommend that the Assistant Sacretary of Defense (Production
and Logisticsa) astablish a procedure for identifying and tracking
the amounts of Economy Act orders and related funding that DaD
sends to the Department of Energy and other Federal agencies.

Revised recommendation. Based upon comments from the Director of
Defense FProcurement, we redirected the recommendation to the
Assistant Secretary of Defense (Production and Logistics). The
Director of Defense Procurement nonconcurred with the
recemmendation, stating that her office 1s noct convinced that a
DoD-wide procedure for identifying and tracking Economy Act
orders and related funding is warranted,

Audit response. Billions of dollars are being sent by DaD
components to other Federal agenciss oh Economy Act orders,
and current reporting systems cannot provide information on
who 1s using them, who is receiving them, what is being
procured, how much meney is involved, and why the orders are
being used. For example, in an ongoing audit of Economy Act
orders sent to the Jet Propulsion Laboratory operated by the
National Aeronautics and Space Administration, the only way
we determined that DoD paid $475 millien to the Laboratory
was by asking the Laboratory. We also had to ask the
Tennesdee Valley  Authority to determine that DoD sent
TVA $112 million of Economy Act orders (IG, DoD, Report
No. 92-063). We believe financial information on Economy
Act orders sent to other agencies 1s needed to plan
resources to adminigter the budget, to formulate peolicies,
to answer congressional inquiries, to manage interagency
affairs, to manage workloads, and to provide quality
assessmants. Since the Assistant Secretary of Defense
(Producticn and Logistics) 1is responsible for DoD
Instruction 4000.19, we request that the Assistant Secretary
of Defense (Productien and Logistics) respond to the
recommendation and provide comments to the final report.

RESPONSE REQUIREMENTS PER RECCMMENDATION
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D. : OJECT ORDER

DoD activities inapprapriately cited the Project Order Act as the
legal authorijity for issuing FEconomy Act ordars obligating
$17.9 million for support services that were not performed
primarily by DoE personnel. We believe this occurred because the
DoD program officlals either were not aware of the differences
between project orders and Economy Act orders, or believed that
because they used project orders, they need not comply with the
Economy Act and the Competition in Contracting Act. By using the
incorrect legal authority, DeD activities established improper
obligations, which were then racorded in DoD financial records.

DISCUSSION OF DETAILS

kKgro

The Project order Act, 41 U.S.C. 23, defines a project order as
an order for the manufacture of materials, supplies, and
equipment, or far other werk or services placed with a
Government-owned, Government-operated establishment. Under a
project order, work must be performed by the Government-owned,
Government-operated establishment and cannot me contracted for by
the recipient of the project order. All project orders issued by
DoD activities must be clearly identified as such by inclusion of
the statement, "This order is placed in accordance with the
provisions of 41 U.5.C. 23, and DoD Instruction 7220.1." Dob
Instruction 7220.1, "Regulations Governing the Use of Project
Orders," prescribes procedures governing the use of project
orders in DoD,

The Project Order Act also allaws for appropriated funds
obligated by project orders to remain available beyond the
expiration date of the applicable appropriatien, This differs
from funds under the Economy Act that must be obligated by the
receiving agency before the funds expire at the end of the
appropriate fiscal year. Project orders, however, are not to be
uwsed for the purpose of <continuing the availability of
appropriations, or for the purpose of obtaining support services
when the Government-owned, Government-operated establishment 1is
not in a position to perform the work or services ordered,

Use of Project Ordexrs

We reviewed 196 Economy Act orders issued by Dod activities under
the 9 interagency agreements we selected for review. af the 196
orders, 78 were issued using project crders under 1interagency
agreements entered into pursuant to the authority contained in
the Economy Act. Three DoD activities (NAVFAC, AFESC, and MAC)
inappropriately used project orders rather than MIPRs or other
ardering documents to fund interagency aceguisitions totaling
$17.9 million. For example, NAVFAC issued seven Economy Act
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ordars as project orders to the DoE Oak Ridge Field Office,
valued at $6.7 million, under IAG No. 1828~1791 for the Navy

Radon Assessment and Mitigation Program. This was an
inappropriate use of project orders since DSRD and HAZWRAP that
performed the work are operated by Martin Marietta. Martin

Marietta is not Government-owned and Government-operated, but a
contractor-operated facility that perferms work for the
Government,

We believe that the inappropriate use of project orders by the
three DoD activities was generally not intentional. However,
these activities should be made aware of the differences befween
project orders and Economy Act orders because the Project Order
Act does not provide substantive autharity for agencies to place
interagency acquisitions. The use of project orders for
interagency acquisitions resulted in the recording of invalid
obligations in Da® financial records.

RECOMMENDATION, MANAGEMENT COMMENTS, AND AUDIT RESPONSE

We recommand that the Service Acguisition Executives issue
guidance to ramind major commands and field activities that the
Economy Acet (31 U.B.C. 153S) is the correct leqal authority for
placing interagency ac¢quisitions and the Project Order Act
(41 U.8.C. 23) is not a proper legal authority.

Management comments. The Army concurred with the
recommendation. The Navy also c¢oncurred, and planned to iseue
guidance correcting the problem by December 31, 1992. The Air
Force concurred stating that poliay will be issued to correct the
finding.

Audit responsa. We request the Army to specify what actions
will be takan to implement the recommandation. We also
request both the Army and Air Fovrce specify estimated dates
for completion of the corrective actions.

RESPONSE REQUIREMENTS PER RECOMMENBATION

Responge _Should Cover

. Propased Completion
Nunmberx Addresses Action ____Date
D.1. Army X X

Alr Force X
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PART III - ADDITIONAL INFORMATION

-~ Process of Procuring Support Services

Through the Department of Energy Oak Ridge
Field Office

Memsrandum from the Principal Deputy
Assistant Secretary of Defense
(Production and Logistics)

Summary of Prior Audit Coverage

Interagency Orders Issued to the Department
of Energy QOak Ridge Field Office

Schedule aof Incurrad Additional Costs

Economy Act Orders Issued far
Automated Data Processing Resources

Economy Act Orders Between DoD
Activities and Other Federal Agencies

Non~DoD Federally Funded Research and
Development Centers Funding for FY 1993

- Summary of Fotential Benefits Resulting

from audit
Activities Visited er Contacted

Report Distribution
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ASSISTANT

ASHSTANT SECRETARY OF DEFENSE
WAIHINGTDN. B 3901008

PADOUCTION AND ¥ey 18, 1990
LOOISTICE

P/CPA

MEMORANDUN FOR ASSISTANT SECRETARY O THE ARMY (RESEARCH,
DEVELOVMENT, AND ACQUISITION)
ASSISTANT SECRETARY OF THE NAVY (RESEARCH, DEVELOPMENT
AND AOUISITION)
ASSISTANT SECRETARY OF THE AIR FORCE (ACQUISITICH)
DIRECTOR, DEFENSE 1OGISTICS AGENCY

SUBJECT: Contracting Mirough Interagency Rjrewements

The Department ¢f Defense Inspector General (DODIG) recently
concloded its audits of conteacting through interagency agreements
with the Libracy of Congress and the Department of Energy. In both
instances, the 0oDiG found that Department of Defenzs (DoD) progran
offizials ciccugvented contxacting procedures by not obtaining
approvals from DoD eontracting officers as required by cthe Federal
Acquisition Regulation/Defense Federal Acquisition Reguistiaon
Supplesent subpaxt 17.%. The BoODIG's reports also focused on tiw
need for assuring that effective contract administration {9
accorplished £or interegency acqQuisitions.

We recognize thar certain corrective actioss have been initisted
by the Military Services and the Defense Logistica Agency.
Nonetheless, we solicit your continuing support in providipg
appropriate training for program officials and #3tablishing {nternal
control procedured and peactices o minimize the risk of orders for
interagency acquisitions bsing placed by unauthorized DoD program
afficials.

;rin;lnl Dauty
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APPENDIX € - SUMMARY OF PRIOR AUDIT COVERAGE

of g Inspector General, De Def

Report No. 92-069, "Quick-Reaction Report on DoD Procurements
through the Tennessee Valley Authority,” April 3, 1992. This
report stated that DoD officials, who lacked authority under the
FAR and DFARS to approve interagency acgquisitions, improperly
authorized interagency orders to¢ transfer $84.8 million of
expiring funde during August and September 1991 ta the Tennassse
Valley Authority to achieve technical obligation of those funds.
The report recommended that the Director, Defense Resgarch and
Engineering; the Service Acquisition Executives; and the
Director, Defense Logistics JAgency cancel those interagency
orders issued to Tennessee Valley Authority that have not been
placed on contract; prohibit placement of supplemental work under
existing Interagency agreements 1f not properly approved by a
contracting officer; discontinue the use of MIPRs and similar
ordering forms to acquire gocds and services frem eother Federal
agencies; and develop a form that includes sections to be
completed by a contracting officer. The Army, Navy, and Air
Force generally concurred with the finding and recommendations.

Report No. 90-085, 'DoD Hotline Allegation of Irregularities in
DoD Contractual Arrangements with the Department of Energy,"
June 19, 1990, This audit determined that program officials
circumvented established policy and exceeded their authority by
not obtaining reguired approvals from DoD procurement officjals
or designated senior DoD officials when placing orders for
interagency acquisitions. Also, DoD internal controls were not
adequate to ensure cewpliance with the FAR and DFARS when program
officials placed orders with DoE, The report recommended that
the Under Secretary ef Defense for Acquisition improve DoD
internal control procedures to minimize the risk of placing
erders for interagency acquisitions; that appropriate training be
provided to DoD program officials; and that disciplinary actions
be considered against thase DoD program officials who exceeded
their authority. Management concurred with the findings and
recommendations. The Principal Deputy Assistant Secretary af
Defense (Production and Logistics) issued a memorandum to the
Military Departments and Defense Logistics Agency on
May 10, 1990. This memo solicited support in training progran
officials and 1in establishing internal c¢ontrol procedures to
prevent placement of intaragency orders by unauthorized DoD
program officials.

Report No. 90~034, YContracting through Interagency Agreements
with the Library of Congress," February 9, 1990. This audit also
determined that DoD program officials circumvented established
policy and exceeded their authority by not obtaining required
approvals from DoD procurement officials or designated senior DobD
officials when placing orders for interagency acquisitions.
Also, DoD internal controls were not adequate to ensure
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APPENDIX C - SUMMARY OF PRIOR AUDIT COVERAGE (cont’d)

compliance with the FAR and DFARS when program officials placed
orders with the Library ef Cengress. The report concluded that
these weaknesses increased the risks of overpricing and
susceptibility of 1interagency procurements to mismanagement,
abuse, and fraud. The report reccmmended that the Under
Secretary of Defense for Acgquisition improve BoD internal control
procedures to minimize the risk of placing orders for interagency
acquisitions by unauthorized ©DoD prosgram officials, that
appropriate training be provided to DoD program efficials, and
that disciplinary actions be considered against those DoD srogram
afficials who exceeded their authority. Management generally
concurred with the findings and recommendations after revisions
ware made to the draft report.

Report No. DQE/IG=-0307, *Aaudit of Procuremant of sServices From
a(a) Contractors for the Work-for-Qthers Program,*
April 10, 1992. The audit determined whether DeE adequately
administered its 8(a) contracts in accordance with DoE
regulations and procedures and the terms of the 8(a) contracts.
The report stated that the DoE Oak Ridge Field Office did not
administer its 8(a) contracts in accordance with requirements.
consequently, the Oak Ridge Field Office had no assurance that
those contractors properly spent $8.4 million, and one contractor
was reimbursed $151,743 of expressly unallowable costs when no
work was performed. Management agreed that a problem existed and
agreed to implement all recommendations except suspending the
issuance of new task orders.

Report No. ER~B-~91-07, "Martin Marietta Energy 8ystema, Inc.,
Subcontracting in the Work-for~Others Program for Data Eystems
Research and Development Projects,'" Dacamber 21, 1990. This
report stated that there were indications ef "dumping" year-end
funds into the Data Systems Research and Development program by
DoD agencies. The report did not make recommendations to DoD
because the Office of the Inspector General, DoE, does not have
cognizance over BoD agencies, The report alsc stated that
although Data Systems Research and Development was dJenerally
complying with regquirements, it could improve practices when
subcontracting in the Program by strengthening the requirements.
The report recommended strengthening procurement procedures and
practices, Management concurred with the recommendations.

Report ©No. ER-0C-88-14, '"Review of Martin Marietta Energy
Systems, 1Inc., Work-for-Others Program,'" Saptember 16, 1988.
This audit concluded that DoE controls for accepting Work-for-
Others projects needed improvements to better determine that each
project met the unique capabilities of the DoE laboratory and to
better determine the extent to which the requesting agency had
determined that the work could not be performed by the private
sector. The report stated that DoE oversight of subcontracting
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APPENDIX C - SUMMARY OF PRIOR AUDIT GOVERAGE (cont’d)

activities by Martin Marietta were ineffective. The report
recommended that DoE obtain information from the requesting
agencies, describing efforts and their results; obtain the work
from the private sector; and obtain descriptiong of how the
unigue capabilities of DoE will be used. The report also
recommended that DoOE establish ecriteria describing when
subcontracting plans are required, the basis fer subcentracting,
and for performing periodic reviews of subcontracting activities.
DoE management concurred with the findings and recommendations,
but stated that the level of documentation already required from
requesting agencies is sufficient.

Raport No. RCED-92-41, "Energy Management: Contract Audit
Problems Create the Potential for Fraud, Wwaate, and Abuse,*”
Octoker 1991 {(0SD Case No. B875). This audit focused on DoE’s
contracting practices. The report stated that DeE has not
provided the cyclical audit coverage necessary te determine if
the costs incurred by the management and operating contractors
are accurate, allowable, and reasonable. GAO recommended that
DoE be provided with sufficient audit resocurces to review DoE’s
management and eperating contractors to ensure that they are
operating economically, efficiently, and in the Federal
Govarnment’s best interest. DoE management generally agreed with
the facts presented.

Report No. RCED-92-28, '"Energy Managament: DoE Actiona to Improva
Oversight of cContractors’ BSubcontracting Practices,” oOectobar
1991. This report stated that DoE’s management and operating
subcontracts, which totaled more than $5 billion in 1990, are
vulnerable to fraud, waste, and abuse. Poor procurement
practices of the management and operating contractors, coupled
with inadequate oversight by DoE, have 1led to excessive
subcontract costs that are borne by the Government, In addition,
DoE has not taken appropriate corrective action whan reviews have
identified serious deficiencies in the contracters’ procurement
systems. The report concluded that improvements in DoE oversight
are needed to address management and operating subcontracting
weaknesses. DoE concurred with the recommendatlons and has
established plans to restructure the Contractor Purchasing System
Review Program to correct the weaknesses identified.

Report No. RCED-89-21, "Energy Management: DOE Bhould Improve Ita
Controls Over Work-for-oOther Federal Bagencies," February 1989
(OSD Case HNo. 7938). This audit found that there are
inconsistencies in implementing DoE policies concerning Work-for-
Others at the operations office level; that while DoEfs own work
load has remained relatively constant over the last 5 years, the
Work-for-Others program work load has almost doubled, with an
increase of almost $1 billion. Also, Martin Marietta performs a
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APPENDIX C - SUMMARY OF PRIOR AUDIT COVERAGE (cont‘d)

special c¢lass of Work-for-ethers through a greup that is
organizationally excluded from DGE programmatic oversight.
This group, known as DSRD, received about $160 million in Work-
for-Others funds in FY 1987, primarily from DoD, while its work
for DoE amcunted te only about $166,000. The repert recommended
that the Secaretary of Energy strengthen controls to establish
minimum standards, monitor contractor performance, revise DoE
poliey to require other Federal agencies to reimburse DoE for its
costs in overseeing non-DoE work, and formally determine whether
tha work performed by DSRD can be done as conveniently or cheaply
in the private sector. DoE should either terminate the DSRD work
or immediately assign the work to a DoE headguarters group for
oversight. Management generally concurred with the findings and
recommendations.

U.8. Army Audit Agency

Report No. WE 91-ARl, '"Adviasory Report Ccontract Offloading,"
Beptember 11, 1991. This report summarized several audits that
determined Army activities and installations did not have
policies and procedures in place to control contract offloading.
These problems resulted from ineffective managerial controls and
contracting practices, improper use of service contracts and
contractor payments, lack of property accountability, and
inappropriate use of MIPRs. The report contains checklists
developed by the Army Audit Agency to help commanders and
managers evaluate contract offloading at their commands and
activities. The report was advisory in nature and summarized
common problems in contract offloading., The report contained no
recommendations.

Report No. 8W 91-200, "Contract Offloading," January 22, 1991,
This report stated that contracts were offloaded to axpedite the
acquisition of goods and services that frequently violated
acquisition and funding regulations and statutes. The violations
were not detected because the flow of acquisition and funding
documents bypassed knhowled¢eable installation contracting,
resource management, and legal personnel. The report recommended
that policy and procedures be reinforced to require contracting,
legal, and rescurce management personnel to review purchase
requests with other government agencies. Also recommended was
that a reporting system be established for interagency
acquisitions for automatic data processing purchases. Management
concurred with the findings and recommendations.
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APPENDIX D _~ INTERAGENCY ORDERS ISSUFD TO THE DEPARTMENT OF ENERGY OAK RIDGE FIFLD OFFICE

T8

INTERAGENCY PROJECT INTERAGENCY DOLLAR TOTAL DOLLAR
ACTIVITY AGREEMENT KO NAME ORDER NC. DATE VALUE VALUE
ARMY:
AVSCOM 1874-A052 ccss 1/ A5873F-9-Z356AE A-2 09/20/89 $2,975,000 2,975,000
MICOM 1875-A052 BRADLEY 7296F0977272 07/31/88 454,589
MICOM 1875-A053 BRADLEY BFVS-91-073 01/30/91 250,000
MICOM 1875-A053 BRADLEY BFVS-91-073 A-1 2/  03/23/91 312,500 1,017,089
MICOM 1875-A053 GROUND TOM-89-07 06/20/89 700,000
MICOM 1875-A053 GROUND TOM-30~01 08/08/90 613,841
MICOM 1875-A051 GROUND TOM-90-01 A-2 09/13/90 136,974 1,450,815
MICOM 1875-A051 IMA 9-8010-025 08/10/89 60, 000
MICOM 1875-A053 IMA 0-8010-022 03709/90 58,000
MICOM 1875-A053 IMA 0-8010-022 A-1 05/17/90 $00, 000
MICOM 1875-AG53 IMA 0-8010-022 A-2 05/23/90 45,682
MICOM 1875-A053 IMA 0-8010-022 A-3 07/23/90 (50,000)
MICOM 1875~A053 IMA 0-8018-022 A-4 08/22/90 (2,901) 710,781
MICOM 1875-A053 rsp 1/ AC~30~88 07/14/88 450, 000
MICOM 1875-A053 Isp 1/ AC-30-88 A-2 09/08/88 2,000,000
MICOM 1875-A053 Isp 1/ AC-30-388 A-3 03/27/88  3,00C, 000
MICOM 1875-A053 1sp 1/ AC-30-88 09/27/88 (504,000)
MICOM 1875-A053 1sp 1/ AC~36-89 05/16/89 100, 006
MICOM 1875-A053 1sp &/ AC-36-89 A~2 06/22/89 200,000
MICOM 1875-AC53 1sp &/ AC-36~89 A-3 07/18/89 25,000
MICOM 1875-~A053 1sp 1/ AC-36-85 A-5 08/22/89 20, 000
MICOM 1975-C070 isp 1/ AC-48-89 09/19/89 100, 000
MICOM 1975-C070 1sp 1/ AC-48-89 A-2 09/22/89 200,000 5,591, 000
MICOM 1875-A053 IV&V TPS W31P4Q82528216 09/08/88 200,000
MICoM 1875-A053 IV&V TPS W31P4GR2528216 A-2  04/23/50 (8,819)
MICOM 1875-A053 IV&V TPS W31P4Q9221928% 08/09/89 250,000
MICCM 1875-A053 IV&V TPS W31P4Q02190187 07701/5¢ 299,967 741,148

See footnotes and acronyms at

end of appendix.
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APPENDIX D - INTERAGERCY ORDERS ISSUED TO THE DFPARTMENT OF ENERCY OAK RBDGE FIFELD OFFICE

(cont‘d)
INTERAGENCY

ACTIVITY AGREEMENT NO
ARMY: (cont’d)

MICOM 1875~-A053
MICOM 1975~CG7C
MICOM 1875~A053
MICOM 1875~A053
MICOM 1875~A053
MICOM 1875~A053
5DC 1896-D0S6
SDC 18356~D056
SDC 1896~D056K
SpcC 1896~D056
5DC 1896~D056
sSDC 1896~D056
sSDC 1896~D056
SIMA 1597~C1l1p
SIMA 1997~C116
SIMA 1997~-Cl16
SIMA 1997~Cl1l6
SIMA 1997~C1l16

TOTAL ARMY

PROJECT
NANF

PERM
PERM

TSIP
TSIP
TSIP
TSIP

KWAJALEIN
KWAJALEIN
KWAJALEIN
KWAJALEIN
KWAJALEIN
KWAJALEIN
KWAJALEIN

CAESAR

DBMES
DBMES
DBMES
DBMES

INTERAGENCY
ORDER NO.

AC-30~88 A-3
IsCc~M~-308~50

97G00~016
A10EZR8451D1
Al10E2R8451D1 A-1
BEG1R1AE151D1

W31RPDOVOK7008
W31RPDDV1K7008
W31RPDOV2K7008
W31RPDOV2K7008 A-1
W31RPDOV2K7008 A-2
W31RPDOV2K7008 A-3
W31RPDOV2K7008 A-4

0163-0801

0075-0801
Al-Q~05252~-91-A1
1GOPO002C9AD
EA~1070-~1

See footnotes and acronyms at end of appendix.

DATE

09/27/88
05/24/390

08/22/89
06/11/50
06/11/50
01/07/91

06/06/90
03/21/91
16/15/91
11/08/91
12/04/91
12/30/91
01/06/92

08/15/90

03/16/90
03/21/90
08/13/90
03/12/91

$

DOLLAR
VALUE

504,000
1,160,118

455,000
281,0C0
220,000
260,000

1,500,000
1,425,000
226,000
252,000
222,000
168,000
632,000

578,000

840,000
30,000
74,500
35,000

TOTAL DOLLAR

VALUE

3

1,664,118

1,216,000

4,425,000

578,000

979,500

¢ 21,348,451
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APPENDIX D ~ TNTERAGENCY ORDERS TSSUED TQ THE DEPARTMENT OF ENERGY OAK RIDGFE FIELD OFFICE

{cont’d)

NAVY:

NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC

NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC

NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC

NAVFAC
NAVFAC

INTERAGENCY
ACTIVITY AGRERMENT NO

1828-1791
1828-1791
1828-17591
1828-1791
1828-1791
1828-1791
1828-1791

1828-1791
1828-1791
1828-1791
1828-1791
1828-1791
1828-1791
1828-17491
1828-1791

1828-1791
1828-1791
1828-1731
1828-17591
1828-1791
1828-1791
1828-1791
1828-1791
1828-1791
1828-1791

1828~1791
1828-1791

PROJECT
NAME

FALLGN
FALLON
FALLON
FALLON
FALLON
FALLON
FALLON

HAWATI
HAWAII
HAWAII
HAWATI
HAWAIT
HAWAIT
HAWATL
HAWATT

HMC&M
HMC&M
HMC&M
HMC&M
HMC&M
HMC&M
HMC&M
HMC&M
HMCE&M
HMC &M

MARE ISLAND
MARE ISLAND

INTERAGENCY
ORDER NO.

N6247488WR0O0N?77
N6247489WR00619
N6247489WR00619
N6247433WR00619
N6247490WR00A32
N6247490WR00A]2
N62474%1WR00644

NO0O2588P03002P
NO0O0O2588PD3002F
N0OQD2588FPD3002P
NOOC2589P03006F
NOO0O2589P03006F
NO0O2589P03006EP
NOO®&2590P03C04P
NDOOO2550703012F

N0OJO025B86P0O3033P
N2002587P03026F
NOOG25B8P03007P
NODG2588P03007P

A-1
A~-2

A~-1
A-2

A-1

A~1

NOO173 88 WR 80375

NCOOO2589F03008P
NGDOO2590P030D12P
NGO02590P03013P
N0O002330P06TO12
NOOD2591P03008P

N62474B88WRODN40
N62474BBWROGN40

See footnates and acronyms at end of appendix.

A~1

DATE

08/01/88
12/29/88
02/24/89
05/03/89
01/25/90
02/16/90
a3/08/91

12/02/87
09/08/88
03/03/90
06/06/89
06/29/89
09/08/89
12/067/8%
08/04/90

05/30/86
09/18/87
05/04/88
07/20/88
08/08/88
08/11/89
a7
04/12/90
3/
01/23/91

01/21/88
03/29/88

$

DOLLAR TOTAL DOLLAR

~YALUE _VALWE

100,000
25,000
75,000

250,000

1,040,000

460,000

1,500,000

200,000
600,000
2,230
200,000
308,000
92,000
355,000
255,000

350,000
33,000
100,000
600,000
200,000
100,000
205,000
160,000
100, 000
190,008

200,000
1,000,000

S

3,450,800

2,012,230

1,978,000



APPENDIX D - INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RIDGE FI1ELD OFFICE
(cont d)

147

INTERAGENCY PROJECT INTERAGENCY DOLLAR TOTAL DOLLAR
ACTIVITY AGREEMENT NO NAME ORDER NO. DATE VATOE VALUE
HNAVY: (cont’d)
NAVFAC 1828~1791 MARE ISLAND N&247489WRD0648 a3/08/89 $2,700C,000
NAVFAC 1828-1791 MARE ISLAND N6247488WROON4D 09/20/88 135,000
NAVFAC 1828~1791 MARE ISLAND N5247488P03015P 3/ £02,000
NAVFAC 1828-1791 MARE ISLAND N6247490WR0O0A40 02702/90 700,000
NAVFAC 1828-1791 MARE ISLAND N6247490WR00A40 07/30/90 $15, 000
NAVFAC 1828~-1791 MARE ISLAND N6247491WR00643 03/08/91 1,400,000
NAVFAC 1828-1791 MARE ISLAND N6247491WR00643 05/24 /91 200,00C0 7,253,000
NAVFAC 1828-1791 MOFFETT FIELD N62474837WR00C46 3/ 2,000,0G0
NAVFAC 1828~1751 MGFFETT FIELD N&6247487WR00C46 3/ 973,000
NAVFAC 1828~1791 MGFFETT FIELD N624743BWROONS1 01/25/88 1,000,000
NAVFAC 1828~1791 MOFFETT FIELD N&624748BWROON51 06/25/88 2,900,000
NAVFAC 1828-1791 MOFFETT FIELD N&6247489WR00638 02/09/83 1,000,500
NAVFAC 1828~1791 MOFFETT FIELD N6247489WR00638 06/14/83 350,000
NAVFAC 1828-1751 MOFFETT FIELD N6247489WR00638 08/22/89 50,000
NAVFAC 1828-1791 MOFFETT FIELD N6247490WRD0OA3S 01/31/90 2,000,000
NAVFAC 1828~1791 MOFFETT FIELD N6247490WRD0A38 02/08/90 5,088,800
NAVFAC 1828-1791 MOFFETT FIELD N6247491WR00642 03/08/91 1,500,000 18,861,800
NAVFAC 1828-1791 NAVQOSH NOODZ2588P03010P 07/20/88 10,000
NAVFAC 1828-1791 NAVOSH NQUD2583P03003P 02/01/89 140,000
NAVFAC 1828-1791 NAVOSH NOOD2589P03003P 0%/08/89 87,500
NAVFAC 1828-1791 NAVOSH NOCD2590P03000P 10/24 /89 200,000
NAVFAC 1828~-1791 NAVOSH NOC02591P03004P 12/19/90 250,000 687,900
NAVFAC 1828~-1791 NAVY RADON N0002588P03010P 07/20/88 250,000
NAVFAC 1828~1791 NAVY RADON NOC02588P03010P 09/22/88 168,892
NAVFAC 1828-1791 NAVY RADON NOO0O2588WRD0702 08/29/88 250,000
NAVFAC 1828-1791 NAVY RADON N0OQD2589P03002P 01/30/89 209,000
NAVFAC 1828-1791 NAVY RADON NOQD2583P03002P 04/03/89 200,000
NAVFAC 1828-1791 NAVY RADON N0D02583P030C2P D&/06/89 300,000

See footnotes and acronyms at end of appendix.
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ACTIVI: FNENT __NAME_ _QRDER RO, DATE _VALUF . _VALOE
NAVY: (cont’d}

NAVFAC 1828-1791  NAVY RADON NOUD2530P03001F A-2 09/13/90 $ 460,000

NAVFAC 1828~1791  NAVY RADON NOGD2583WR00801 12/22/88 100,000

NAVFRC 1828~1791  KAVY RADON NOO02585P03001P 10/24/89 1,500,000

NAVFRC 1828-1791  NAVY RADON NOOD2590WR00903 01/25/90 2,270,000

NAVFAC 1828-1791  NAVY RADON N0002591P03003P 12/19/90 1,040,000 $_ 6,747,892
TOTAL NAVY $ 40,990,822

See footnotes and acronyms at end of appendix.



99

APPENDIX D ~ INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RIDGE FIELD OFFICE

(contrd)

AMR PFORCE:

AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC

AFPESC
AFESC
AFESC
AFESC
AFESC
AFESC

AFESC

INTERAGENCY
ACTIVITY AGREEMENT NO

1489~1489
1489-1489
1489-1489
1489-148%
1489-1489
1489-148%9
1489-1489
1489-1489
1489-1489
1489-1489
1489-1489
1489-1489
1489-148%5
1489-1489

14B9-1489
1489-1489
1485~-1489
1485-1489
1489-1489
1762-1762

1489-1489

PROJECT

— NAME

AIR
AIR
AIR
AIR
AIR
AIR
AIR
AIR
AIR
AIR
AIR
ATR
AIR
AIR

AIR

BI

STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPFPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING

BORNE GAS
OREACTOR
CRISIS
CRISIS
CRISIS
CRISIS

EQIAC

INTERAGENCY
ORDER NO.

F87-32
F87-58
FE8~13
FB8§~13 A-1
FBg8-48
FB89-29
F89~-46
F89-55
FBE9-66
Fg89-67
Foo-21
F90-35
F91~10
F21-10 A-l

H90~66
N91-84
F89-63
F89~63 A-2
Fg§9-631 A-3
DEQS0-2

Fo91l~16

See footnotes and acronyns at end of appendix.

02/24/87
09/08/87
01/17/88
05/25/88
07/18/88
11/30/88
03/22/89
04/21/89
09/13/89
09/13/89
02/09/90
03/14/90
10/09/90
05/15/91

05/18/90
05/29/91
08/23/89
10/25/90

11/14/90
3/

01717791

DOLLAR TOTAL DOLLAR

VALIIR

400,000
105,800
200,000
290,000
266,000
200,000
182,000
176,600
22,587
46,564
79,000
45,000
65,000
35,000

5,000
150,000
200,000

25,000
20,000
300,000

50,000

VALUR

$ 2,112,951

5,000

150,000

545,000

50,000
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APPENDIX D - INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERG

{cont’d)
INTERAGENCY

ACTIVITY AGREYMENT NO
ATR FORCE: (contrd)
AFESC 1489-148¢9
AFESC 1489~-1489
AFESC 1489-1489
AFESC 1489~1489
AFESC 1489~1489
AFESC 14B9~1439
AFESC 14B5~1489
AFESC 1485~1489
AFESC 14895-~-1489
AFESC 1489-1489
AFESC 1485~1489
AFESC 1485-1489
AFESC 1485-1489
AFESC 1485-14B9
AFESC 1489-1485
AFESC 1489~148%
AFESC 1489-1489
AFESC 1489~1489
AFESC 1439~1489
AFESC 1489-1485
AFESC 1489~1489
AFESC 1489-1489
AFESC 1489-1489

PROJECT
NAME

FIREFIGHTER
FIREFIGHTER
FIREFIGHTER
FIREFIGHTER
FIREFIGHTER
FIREFIGHTER
FIREFIGHTER
FIREFIGHTER
FIREFIGHTER

OPTICAL
OPTICAL
OPTICAL
OPTICAL
OPTICAL
OPTICAL

PLASTIC BLAST
PLASTIC BLAST
PLASTIC BLAST
PLASTIC BLAST

POSTGRADUATES
FOSTGRADUATES
FOSTGRADUATES
POSTGRADUATES

INTERAGENCY

ORDER NO.

F90-51
rFge-66
F88~66 A-1
F85~68
Fo90-36
F91-17
F91~19
F91-29
F92-5

NB6~126
NB87~96
N8B8-25
N895-55
N90-104
N51-021

F89-60
F90-49
F90~49 A-1
F91~13

NB&-119
NB7-25
NB7-25 A-1
N8g-12

See footnotes and acronyms at end of appendix.

DATE

af
09/01/88
12/19/88
09/14/89

2/

01/14/91
03/12/51

3/

3/

08/11/86
07/07/87
01/06/88
03/29/89
09 /14450
11/30/50

86/14/85
03/12/90
08/16/90
11/16/50

08/15/86

10/29/86

04/02/87
3/

§

50,000
443,000
20,000
155,000
50,000
S0, 000
50,000
10,000
132,000

30,000
50,000
1C0, 000
15,600
23,500

3,600

200, 000
100,000
150,000
200,000

20,000
25,500
20,000
67,000

$

980,000

228,700

650,000



APPENDIX D - INTERAGENCY ORDERS ISSUFED TO THE DEPARTMENT OF FENERGY OAK RIDGE FIELD OFFICE
(cont’d)

85

INTERAGENCY PROJECT INTERAGENCY DOLLAR TOTAL DOLLAR
ACTIVITY AGRREEMENT NO NAME ORDER NO. DATE —VALUE — VALUFE,
ATR FORCE: (cont*d)
AFESC 1489~1489 POSTGRADUATES N39-22 12/08/88 33,000
AFESC 1489-1489 POSTGRADUATES N90-14 10/23/89 100,000
AFESC 1489-148% POSTGRADUATES N91-20 10/3D0/90 108,560
AFESC 1489-1489 POSTGRADUATES N91-37 01/23/91 50,000
AFESC 1489~1489 POSTGRADUATES N91-45 63/11/91 65,616 5 490,076
AFESC 1489~1489  SOLID WASTE N91-107 08715791 50,000 50,000
AFESC 1489-1489 RADON F90-57 09/14/90 50,C00
AFESC 1489-1489 RADON F88~-25 02/07/91 75,000
AFESC 1489-~1489 RADON N91-116 08/07/91 100,000 225,000
MAC 1660~1660 ADANS SCBB 86-002 08/28/86 1,434,000
MAC 1660~1660 ADANS SCBF 87-002 03/24/87 290,000
MAC 1660~1660C ADANS 87-029 07/29/87 95,000
MAC 1660~1660 ADANS 87-047 09/24/87 4,500,000
MAC 1660-166C ADANS 88-010 12/23/87 80¢,000
MAC 1660~1660 ADANS 88-047 09/20/B8 3,000,000
MAC 1660-1660 ADANS 89~053 09/20/89 1,000,000
MAC 1660-1660 ADANS 90-001 10/23/89 4,000,000
MAC 1660-1660 ADANS 30~025 04/17/90 550,000
MAC 1660-1660 ADANS 30~036 07/12/90 50,000
MAC 1660-1660 ADANS 90-038 0D8/31/9D 14,800
MAC 1660-1660 ADANS 90-040 09/07/90C 75,000
MAC 1660-1660 ADANS 91-001 10/01/90 2,000,000
MAC 1660-1660 ADANS 91-005 12/10/90 750,000
MAC 1660-1660 ADANS 31-006 12710/90 1,800,000
MAC 1660-1660 ADANS 31~-015 02/25/91 800,000
MAC 1660-1660 ADANS 91-034 07/01/91 3,200,000
MAC 1660-1660 ADANS JCS FUNDS 03701790 171,873 24,780,673

See footnotes and acronyms at end of appendix.



65

APPENDIX D - INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RIDGE FTIELD OFFICE

(cont’a)
INTERAGENCY
ACTIVITY AGREEMENT NO
AIR PORCE: (cont’d)
MAC 1660-1660
MAC 1660-1660
MAC 1660~1660
MAC 1660~1660
MAC 1660~1660
MAC 1660-1660
MAC 1666-1660
MAC 1660~1660
MAC 1660~1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1666@
MAC 1660-1660
MAC 1660~1660
: B

DLA 1872-A119
DLA 1872-A119

TOTAL DEFENSE AGERCIES

TOTAL DOD

PROJECT
NAME

ASIFICS
ASIFICS
ASIFICS
ASIFICS
ASIFICS
ASIFICS
ASIFICS

DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN

TN TP PYTN
NSNS

INTERAGENCY
DRDER NO.

FMI92-01
ACI90~-03
ACI90-04
ACI90-01
ACI91-006
ACIS1-~-014
ACI91-007

XRSB30~02
20-~-029
91-002
91-016
91-016 A-3
91-026
91-029
E2791L307
91-037
91-037 A-1

sAMMS I3 1/ DLAN-9-2ZRM~6

saMMS 1> 1/ DLAN-9-ZRM-6 A-1

10/21/91
12/22/89
06/01/90
09/17/90
01/30/91
02/11/91
06/25/91

06/05/90
06/04/90
10/10/90
03/06/91
04/02/91
04/22/91
06/12/91
07/12/91
08/13/91
08/30/91

07/10/89
09/15/89

196 INTERAGENCY ORDERS

See footnotes and acronyms at end of appendix.

DOLLAR TOTAL DOLLAR

- VALUE

687,900
182,050
200,000
200,000
400,000
100,000
450,000

5B, 3246
190,754
220,000

50,000

75,000
115,000
106, 000
151, 000
500,000

71,000

250,000
500,000

g

VALUE

2,219,950

1,537,100

5 34,024,450

S

750.000

$

750,000

$ 97,113,723
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APPENDIX D — INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RIDGE FIELD OFFICE
{(cont’d)

1/ Project was identificd m the allegation lenter,

2/ Imeragency arder BFVS-91-073 has been amendecd ence A-1).

3/ Date of the interagency arder could not be identified.

4{ ASIFICS was the only project properly authonzed by a contracting official.

Departiment of 1the Army

AVSCOM. ...oreirrcivnvvccni s eeen -, AvIETION SyEtems Command
BRADLEY ........ccvoviircrccrinacancnrrcnnnserrenemne. 1OW Bradley Program (MECOM}
CAESAR ...cviviriverercrrinrineen s n ceere e GOMPpeLition 0 Caatracting Act Acquisition Expert System (SiMA}

CCSS e ecrme s vncansr s e e ennee COMAMoGity Comimand Standard Syslem (AVSCCM)
CBMES . cooeirrie e seerreeenennneene. DAta Base Manager Expert System (SIMA)
GROUND ...vievreaervamnvioncoem o e ennn s @f0UND TOW Program (MICOM|

IMA ... e nrer s e tnr i anae e s e o ITEM Managers Assistant Expert System {MICGNG

ISD cciavic amvrv e rreer it iva e s s e e van e een . JTOIMAALION. Systems Design (MICCM)

IVEBV TPS it e v st cn e e ITdEpENdent Veritication and Validation of Test Program Sets [MICOM)

KWAJALEIN ..ooeniee o ccvniianncier v ovennen . EDVIFONMeEntal Restoration at U.S. Army Kwajalein Atoll, Republic of the Marshall Islands (SDC)
MICOM. ....oviiciveniie e mac st eamanasvsmeas v avennn e MiSSIIE Command

PERM ...ovtiviviimirciivicar e s reer e enenennnnane PFOTOLY pe Electrenic Signature and Secords Management {MICOM)

SOIC e cn e s e e an e ene. STFATEQIC Defenge Command

SIMA i e e e e e DY STEMS Integration and Management Activity

TP e tenretnevicrermenavrenar e s ssmmncsne e e eneenses TOWV Sight Improvement Program (MICOMi

Dgpadiment of the Navy

FALLON ...coovimieeeceicreriininsccsinniseimanenneneneas HEMEdial lavestigation and Feasibility Study at Naval Air Station, Falion, Nevada INAVFAC)

HAWAIL ..t voasens s rensesscnms o eeevunnne H@Wai Waste Minimization Program (NAVFAC)

HMCEM ..o iiivrmmvriecrin i ncresimnns e ennwenss HAZMAT Cerrrol and Management {NAYVFAC)

MARE ISEAND ..c..ormecicnivmnnenreremnarn oo nennsn REMedial Investigation and Feasibility Study at Naval Shipyard, Mare Island, California (NAVFAC]
MOFFETT FIELD ......comceumrerrvareseaermneanens Rernadial Investigation and Feasibility Study at Naval Air Station, Moftett Field, California (NAVFACH
NAVFAL |.ocoveriieevaraian s o ves vene e e nnaeeesnes.. N@Valk Facilities and Engineernng Command

NAVOSH ......coorieimrinncciermncrniermnes weer e NBVY Occupational Health and Safety Productivity Measurement (NAVFAC)

NAVY RADON ......ooiiicimmnsimre s cmecee e Navy Radon Assessment and Mitigation Program {NAVFAC)
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APPENDIX D - INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RIDGE FIELD OFFICE

(cont“d)

BDepartment of the Air Forge

ADANS ...

AIR STRIPRING ... v e
AIRBORNE GAS .. .o mca e
DATAADMIN ...
FIREFIGHTER ...t et e e
PLASTIC BLAST .i.e, i cirisie s ceav e
POSTGRADUATE ...t e
SOLID WASTE ...

Drhar Activities

DEA oo eeans
SAMMS 13, ...

..... Autamated Deplayment Analysis System {MAC)
... Arr Force Engineering and Sarvices Center

Arr Strpping with Erussions Contro! (AFESC}

Natonzl Plan for Atmospheric Research on Airborne Hazardous Gases {AFESCY

Air Service Industral Fund Integrated Computer System (MACH

Treatment of Chlonnated Organic Compaunds with Aboveground Bioreactars [AFESC)
Combat Readiness and Infrastruciure Support Icon Saftware Activities [AFESC)

..... Data Admrastration Program {(MAC}
.. Environmental Quality Infarmatiaon Analysis Center {AFESC])

Fire Fighter Cenificatwon Program {AFESC}
Mifitary Airiift Commarnd

QOptical Fiber Pressure Sensor Program {AFESC)
Piastic Media Biasting - Phase Il JAFESC|

. Postgraduate Research Pregram {AFESC)

Air Rarce Radon Program {AFESC)

.. Solid Waste Management Program {AFESC)

... Detense Logistics Agency
.... Slaadard Autamated Matertel Management System Immediate Impraverment (nitiative (OLA}
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APPENDIX E ~

Praoject Funding { WMES + NES *  MWES + WES = MNES + Subcontractor = Totai ) PERCEMT MRES Additional
_Name . _Amcasve iagr  Travel 0c V' overhead Cost Cost _Cost  Offlcaded £ ot 3
cess &8 52,975,000 154,278 $28,5290  $129,96%  $104,268  $417,46 $2,551,489  $2,9%@,9T 84 359,002
eRADtEy Y/ 1,017,689 78,152 8,522 20, 132 45,642 150,248 823,937 975, 185 85 127,711
weounp 4/ 1,450,815 230,470 17,76 6b, 446 116,263 426,943 W1,797 1,416, 740 70 297,450
m %5, 710,78 69,365 15,826 230,616 B1,242 397,049 261,361 458,410 40 158,820
150 Y 5,5¢1,000 423,606  T4,79% 21,915 180,37 700,714 4,727,79 5,428,510 8? 409,621
vav ps S, 741,148 72,488 1,36 4,167 32,139 110,158 500,410 710,548 64 92,533
PERM 2/ 1,684,118 117,895 555 126,441 &3, 285 328,176 407,802 935,978 85 213,314
Tsip & 1,216,000 200,074 14,58 12,883 as,37s 312,916 837,507 1,150,623 n 228,429
KASALED 6/ 4,425,000 1,090,498 111,647 290,063 666,325 2,078,573 655,341  2,733,8% % 498,848
cAEsAR ¥y 578,000 73,185 7,242 32,932 %, 777 158,116 156,904 315,020 s 79,058
DAMES &/ 979,500 53,610 12,140 175,47 37,609 279,306 566, 751 846,057 &7 187,135
FaLLoN ¥/ 3,450,000 654,017 95,353 164,148 199,383 1,192,901 1,318,226 2,431,127 54 800,967
Nawarr % 2,012,230 232,638 17,026 36,142 81,32 367,132 1,808,150 1,975,282 n 297,377
wmcen &/ 1,978,000 155,613 13,549 26,958 102,855 22,975 1,498,597 1,791,572 8 266,099
Mg IsLawD &/ 7,253,000 247,913 36,2712 93,6418 167,148 566,951 5,865,371 4,410,322 51 495,505
MOFFETT FIELD 2/ 18,841,800 364,141 20,134 92,839 270,188 727,302 14,385,709 15,113,011 % 690,937
avosn & £87,900 28,199 1,780 16,936 17,484 64,399 439,186 sa,57% 87 56,027
NAVY RADON 5,747,892 945,259 70,925 1,460,733 B43,451 3,320,368 1,116,616 4,434,784 5 30,092
AR STRIPPING ¥ 2,112,951 925,961 91,238 398, 6kk 457,463 1,870,306 212,119 2,082,425 w0 187,031
AIRBORNE GAS 5,000 0 0 0 0 0 0 ) D 0
BjOREACTOR 150,000 3,492 0 1 1,800 5,302 ° 5,32 D D
CRISIS 545,000 73 8,855 346,016 85,723 440, 567 0 A0, 667 0 D
EQIAC 6/ 50,000 22,25 7,347 1,861 16,483 47,960 5,156 53, 116 10 5,795
FIREFIGHTER 2/ 980,000 7,93 1,623 1,826 16,469 7,211 680,437 T27,BL8 %% 46,378
pricaL Y 228,700 85,351 2,585 33,91 58,603 228, &51 B 228,451 0 D
PLASTIC BLAST 650,000 182,03 7,782 26,983 %082 310,428 0 310,428 0 0
POSTGRADUATE %87  490,0m6 26,120 16,821 18,523 13,85 315,323 o 315,328 D 0
RaDoN &/ 225,000 13,403 ) 2,801 6,57 22,575 31,055 53,630 58 13,004
soLlD waste & 50,000 a ) C 0 0 9 o 0 0
aoans &/ 2,780,673 2,969,390 201,360 1,446,203 4,421,186 9,039,139 11,055,885 20,094,023 55 4,970,976
astrics 2,219,950 1,256, 664 416,02 1,672,756 2 D
DATA ADMZ, ¢/ 1,537,100 526,92% 53,580 23,301 31,158 635,363 271,248 908,611 30 190,609
sws 17 4 750,000 125,383 _ 35,063 __ (2,128) _ 56,88 __ 214,516 _ 527,189 7705 7 152,306
Totals 97,113,725 $10,219,011  $973,051 5,341,202 $3,430,605 $26,220,556 $52,213,304 $78,433,860 $11,632,525
R —— i T—————————. A—————————

See foctnotes and acronyms at end of appendix.
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APPENDIX E - SCHEDULE OF INCURRED ADDITIONAL COSTHE (cont’d)

A/ Other direct cost {ODC) includes maternals, camputer, and purchasing costs.

2/ Subcartractor cost divided by total cost equals percent MMES effioaced.

3/ Percent MMES offloaded multiplied by MMES cost equals additional cest of the project

4! Project issued to Oak Rudge Nationzl Labaratory for work that was not unique 10 them.

S/ The ASIFICS prgjact did not have any additional costs because the preject was approved by a DaD cantracting afficiat as a justified sale-source
procurement ta 0ak Ridge National Laberatory.

&{ OocD program offices did not recesve adeguate detaited data to wdentify costs billed.

ADABNS et e AUTOM At et Depleyment Analysis Systerr

AR STAIPPING ....ociiiienneriimanrenenimneene - AIF Strippang with Emissians Control

AIRBOANE GAS ........oooevrvisisnmmenene.oeee ... National Pian for Atmospheric Researsh on Airborne Hazardous Gases

ASIFICS .oviarecei e RO cevearrnsinneanenie Air Setvice Industnal Fund Integrated Comauter Sysiem for AMC Requirments
BIOREACTOR.........ccecevrivvirececcaremnnnecnn.... Tre2tment of Chlonnated Organic Compounds with Aboveground Bisreactars
BRADLEY ... ..c.ocoriciniicviiicrncemac e e o Bradiey TOW Project

CAESAR ... .. cvccsinevcninc e eeen ... Comipetitian n Contracting Act Acquisition Expert System for AMC Requirements
CCSES s oeeceviece vceraeereninmeverren e annemreennee .. COMMOdity Command Stangdard System

CRIS. ..o creircrronrer e ceenesann s ar s ee e eenenre, COMDAT Readiness and Infrastrocture Suppart ican Software Activities

DATA ADMIN . ......oem v e n e va e en ... D313 Administration Peogram

OBMES ... e ccor e neeinenvnn e -onen. Dal@ Base Manager Expert System

EQUAC ... eiir ccrv i rvsiaeeceeaeene s e e s EPIVIFONMEntal Quality Informatwon Analysis Center

FALLOM. occonriiiinviremesvainsscmnns sonn emeean oo RETO ARSI Investigation and Feasibifity Stucy at Naval A« Station, Fallon, Nevada
FIREFIGHTER .........cccovrvvimrmncerinnninsanse. Fite Fighter Certdication Program

GROUND .....c.ccoorimmarrvrerviereernnerienrmannann. Graund TOW Praject

HAWAI ot nrrveca s niaane o - HEwW2EH WaSte Minimizatian Project

HMCRM .......ooonriiriiniierccneecnsenvans seeennn .. HAZMAT Control and Management Project

IMAL. ¢ e ctite s eianmen tnrsmccan s enaeonann oo« [ TR RRANIDQErS ASSiStanT Expert System

ISD ciirrcncrirr e snnintr e s mr e e e ree s s e ennenws INFOTMALION Systems Design

VAV TPS i e INGEpendent Vedification and Validation of Test Program Sets
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KWAJALEIN .......c..oooci i
MIES oot eeeeeere e et enseasnane
MOFFETT FIELD ... ooooeoeeee oo evevae e easnes
NAVOSH . orees e e e aees
NAVY RADON .ooceveeeeeerrsscerecvernenrenans
ODC et eam e nree mineonvnee e
QFTICAL .o
PERM o ooeeerecie e s e e s e oo remeeneee
PLASTIC BLAST ..o revaee e
POSTGRADUATE -« oo,
RADCON ... ooeoeoeeee e evevereee e eanens
SAMMS 13 . oo
SOLID WASTE ..o ocvievereerereversaresnensenes

Envircnmental Restgration at U.S. Army Kwajalein Atcll, Republic of the Marshall isiands

.Martin Manetla Energy Systems
...Remedial Investigation and Feasibility Study at Nawal Shipyard, Mare Island, California
.Remedial Invast:gation and Feasibility Study at Nawvaf Air Station, Moffett Field, Californig

Navy Occupational Heafth and Safety Produclivity Measurement Study

.Navy Radon Assessment and Mitigation Program

Qthet Direct Cost

....Opticai Fiber Pressure Sensor Project
-..Pratotype Electreruc Signature and Records Management
..Plastic Media Blastng - Phase Il

Pastgraduste Research Program

... Aar Farce Radon Prograrn

...Standard Automated Materiel Mznagement System immediate imprevament Inihative
... Solid Waste Management Program

.TOW Sight Improvement Progect
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APPENDIX F -~ ECONOMY ACT ORDERS ISSUED FOR AUTOMATED DATA PROCESSING RESOURCES 1/

DoD
Activity

AVSCOM

MICOM

MICOM

MICOM

MICOM

MICOM

MICOM

MICOM

SIMA

Project

Name

CCss

BRADLEY

GROUND

IMA

I5D

IV&V TPS

PERM

TSIP

CAESAR

Descripticn of ADP Proiject

Independent review of regulatory quidance and
the Commodity Command Standard System
reguirements.

Provide prcgrar planning analysis and risk
assessment management support.

Provide engineering, research, analysis,
technical evaluation, weapon systemn inteqra-
tion management, technical assistance,
financial managenent, and program management
support.

Develop prototype, test, and inplement an
item management expert system.

Provide support and modernization efforts to
the caomputer systems environment,

Provide research, amnalysis, and evaluation to
software performance.

Develop and implement a prototype electronic
signature records management system.

Prepare status and informative hriefings.
Provide a technical assessment and evaluation
of sensor capabilities for missile/launch
automated interface.

Develap a prototype of an expert system
intended to automate specific procurement
processes.

See footnotes and acronyms at end of appendix.

Dollar
Value

$2,975,000

1,017,089

1,450,815

710,781

5,591,000

741,148

1,664,118

1,216,000

578,000

Additional
Cost

$359,002

127,711

297,460

158,820

609,621

92,533

213,314

228,429

79,058
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APPENDIX F — ECONGMY ACT ORDERS ISSUED FOR AUTOMATED DATA PROCESSING REEOURCES 1/ (cont‘d)

DoD Project Dollar
Activity __Name Description of ADP Project value
SIMA DBMES Develop an artificial) intelligence center,

database manager expert system prototype, and

train people on the expert system.

Also, develop a standardization system that

would link five major subordinate commands

together, and install the network and

softwvare. 97%,500
AFESC CRISIS Convert satellite obtained intelligence data

to automatic imagery systems to be used for

targeting purpocses. 545,000
AFESC EQIAC Establish an environmental quality

information analysis center. 50,000
MAC ADANS Develop scheduling algorithms and the rela-

tienal database interface to suppert themn. 24,780,673
MAC AsIFICcs 2/ Develop an information management system to

support accecunting, budgeting, and analysis

functions for the Financial Management Office. 2,219,950
MAC DATA ADMIN Clean-up the man-machine interface and develop

user mahuals on the database standardization

program. 1,537,100
DLA SAMMS 17 Provide programmatic and operational test and

evaluation support for the Standard Autcmated

Management System leading to certification of

the system for agency-wide deployment. 750,000

TOTAL $46,806,174

See footnotes and acronyms at end ef appendix,

Additional
Cost 2

$187,135

4,796

4,970,976

190,609

152,306

$7,671,770

S ——
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APPENDIX P - ECONOMY ACT CRDERS ISSUED FOR AUTOMATED DATA PROCESSING RESOURCES 1/ (cont’d)

1/ These Economy Act orders were issued withaut authorization.
2{ Additional cost was computed in Appendix E, "Schedule of incurred Additional Costs.”
3/ ASIFICS was authorized by a contracting officer anc therefore abdibanal costs were zera.

DOANS oceviciemci s s e e e a0 nee oAU TOMAted Deployment Analysis System

AOP . im0 AUtOMated Data Processing
AFESC......cooiiiviriicinienc oo s AT FOrce Engineenng ana Services Center

ASIFICS. . ceeeeverirrercrrane v e e e o AIE S@rVice Industria?! Fund Integrated Computer System
AVECOM...... e ccrcrimven e e AViation Systems Command

BAADLEY - ce e neene . Bradley TOW Project

CAESAR ...cocirceierririceriviaerannes v e e ene e CRMPELItiON In Contraciing Act Acquisition Expert System for AMC Requiremems
CCSS vt imere et eem s e COMMAdity Commard Sizancard System

CRISIS. e it ceem e e e oo e, COMESTE Readiness and imfrastructure Support lean Software Activities
DATA ADMIN . ... iiiiincierarcrirease e D22 Administratan Pragram

DBMES...cciiicimcamrsncmrerinncamervonsea caenean oo D213 Base Manager Expert System

DLA .ot ivcemcannnameetanesmes i nme e son e nen e DEFENSE LOGISTCS AGENTY

ECIAC e vvimercrvianrenrmenccnimneunennceneraneeenne o ENVIFONMantal Quality Infarmation Analysis Center

GROUND ... .o comcnrenmmcrecanm v mn ve e men oo GCUNG TOW Projeck

IVA e cn e caraeamae e e e e e ee - 1O M@Nagers Assistant Expert System

ISDY 1viiincrtiriienanrrerim e eerrcsaniv e snnee s eme e een « IDIQIMAtioN Systems Oesign

IVEV TPS ..t rs v et seeen s eamenen - INHEPERdENt Verification and Vatidation of Test Pragram Sets

MALC . ireavrreiremeamnaiecrerrancnresac v sanenneer oo Mik1ary Ailift Command

MICOM. ... i icciiirecrtanreanneneess - MIiSSHl@ COmmand

POBRM - cceeicenmeri e areeenarmsnns s e neens oo« PTOLO Y p Electronic Signature and Becords Management Pipject
SAMMS 13 e ons STangard Automated Materiel Management System Immediate Improvement Inifiative
SIMB . e nes e e s s as e en e eeaon DY STEBMS INtegratien Managamem Aclivity

TSP e verr e icenr s ssacamte eranweseanreammennnnene T OW Sight Impravement Project






BETWEEN DoD ACTIVITIES AND OTHER

FEDERAL AGENCIES

Fiscal Yeors
Department or Agency 1389 13490 1991

{in milligns}
Department of Energy §1,780.0 $2,115.0 §2,450.0 1/
Department of Health and Human Services 14.7 12.1 i8.b
Department of Housing and Urban Development 2 3 .2 2
Department af interiar 63.6 2.0 66.5 3/
Department of the Treasury .8 8.5 16.2
Department of Transporiation 69.1 4/
Mepartmant of Veterans Affairs 101 &/
Envirenmental Protection Apency 1.9 1.8 3.5
Faderal Emergency Management Agency 44,3 B.5 1.4 8§/
General Services Administration 236.3 2109 193.0
Government Printing Office 26191 233.7 257.3
National Aeronautics and Space Administration 292,7 186.0 7/
National Science Faundation 299 26.9 29.3
Office of Personnel Management 2.1 7.6 14.8
Tennessee Valley Authority _..146.5 5/

Totals $2,504. $2,060.8 $3.288.3

Responses to a questionnaire to DoD activities during the audit, "DoD Procurements Thiough the Tennessee
Valley Authority,” showed that in 1991, DoD activities sent interagency ¢rders to the Departments of
Agriculture, Commerce, Justice, Labor, and State; the Central Intelligence Agency; and the Faderal Reserve
Bank, However, dollar amounts were nat idenbifred in the responses. As a result, the schedule is incomplete.

Also not shown are the Department of Education, the Nuciear Regulatary Cammission, and the Smithsanian
institute, which did not receive any interagency orders from DoD activities during FYs 1989, 1993, and 1991;
and the Library of Congress, which establishad controis to preclude the acceptance of unauihorized intéragency
orders from DoD activitias as a result of the review completed in 1930,

2/ Ameunis for FYs 1989, 1990, and 1931 are estimates since complete data were not available.

2/ The amount during FYs 1988, 1980, and 1931 were between $200,000 and $300,000; however, for
FY 1932 the amount of DoD interagency orders increased to $1,208,900.

4/ Amounts for FYs 1989 and 1390 are estimates since complete data were not availakie.

4/ Data were previded tor FYs 1987, 1988, and 1989.

B/ Data for FYs 1988 and 1990 were not availahie,

6/ An intgragency nrder for FY 1888 was mndified 17 times and accounts for $42.8 million of the $44.3
miltion idantified for FY 1989,

74 Data for FY 1389 were not availahle.
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e oD L X L s SR ERD

Qﬁmg_gs FUNDING FOR FY 1893 ($ MILLIONS)

ARMY |NAVY | USAF |SDIC | DARPA | DIA | NSA | DNA | OSD | JCS | DLA| TOTAL
(&) 3) )] (3) (2
AR AL Fasaaasaas ]
Ames Nationa]
Laborutory 0.03 0.03
Argonne National '
Laborstory 0.90 2.80 3.70
Jet Propulsion T g
Laboratory 1.30 130
Jet Propulsion '
Laboratory 0.30 : 0.30
. LosAlamos : .
National Laboratory i2.70 | 1.60 12.50 2.60 15.40
Lawrence Berkeley :
L aboratory 0.70 0,70
Lawrence Livermore
Nationsl Laboratory 1.80 Q.60 | 0.3010.30(7.50 | 10.40
Sandia National i
Laloratory 5.20 | 3.00 3.10 11.30
Oak Ridge 0,30 0.30
Total 0 e eeene wemnn e 12,90 4,70 --eee 16,10 9,30 580 7.80 472.30

Engingenng Resgonse 10 Hausg 8

10?~9o Page 170, Item j

* Al data are estimated FY 1983 obligations based on current pianning and ase sultject to change
{11 May be limited by the available funding csiling given in the FFRDC Management Plan [rot showrl,
{2} Data available but is classifiad (Confidential).

(3} Mo response provided.

DARPA ... rmns . Delense Advanced Research Projects Agency
DIA e e DBfENSE Intellipence Agency
DLA v crcrrrmnnmenrrererncecrannnnnee . DEfENSR LOQistics Agency

DNA........... ferecescarrresessisniraceatansrnuanns Defense Nuclear Agency

IS v vinmmiiicia e e e sttt enannrona Joint Chiafs of Staff

NSA ooiverrenirviinnareernaaesanrrericatnnrenees Natinal Security Agency

B8 e e . Ottice of the Secretary of Defense

£33 21 [ & PR ~. Strategic Defense inftigtive Orgarization

USAF ... crreeren i eeeeeeeneee. Wnited States Air Feece
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APPENDIX I - SUMMARY OF POTENTIAL BENEFITS RESULTING FROM

AUDIT

Recommendation

Reference

Description of Benafit

A.l.a.

Aﬁlﬂbﬁ

Aﬂzﬁaﬂ (l)

A.3.a.(2)

A.3.a.(3)

Internal control. Issue guidance

that requires a contracting
officer ta review and approve

interagency agreements and erders.

Internal contrel. Require that
contracting officers’ determin-
ations approving interagency
acquisitions identify the unique
services, benefits, or cost
savings to be realized by DaD.

Compliance. Revise DoD
Instruction 4080.19% to include
guidance that specifies format
and content requirements of
interagency agreements.

Compliance. Contracting officers

should review active interagency

agreements with non-DoD activities
and determine if the contracts need

Type of
Benefit

Nonmonetary

Nonmanetary

Nonmaonetary

Nonmonetary

to be tranaferred to DoD for contract

administration.

Internal centrol. Ratify or
terminate active Economy Act
orders that were not properly
authorized by a DoD cantracting
officer.

Compliance. Approve Economy Act
orders only if DoD realized a
unique service, benefit, or cost
savings.
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APPENDIX I - SUMMARY OF POTENTIAL EBENEFITS RESULTING FROM
AUDIT (cont‘d)

Recommandation Type of
__Reference Description of Benefit Benefit
A.3.h. Compliance. Require disciplinary Nonmonetary

actions be taken against DoD
program cofficials who knewingly
axceeded their authority and
violated public law.

Internal control. Require that Nonmonetary
a DoD accounting officer have

documented approval prior to

allocating and committing funds

on Economy Act orders.

Program results. Establish a Nonmonetary
central point of contact within

DeD to oversee use of interagency

agreements.

Internal centrol. Require that Nonmonetary
future interagency agreements

include a regquirement for submisgsion

of progress reports and detailed

cost data and the performance of

reviews by DoD pregram officials to

ensure billed amounts are accurate.

Program results and internal Nonmoneatary
control. Establish a system to

track deollars expended under

interagency acquisitions.

Compliance. Issue guidance to Nonmonetary
clarify the applicability of

the Economy Act and Project Order

Act to interagency acguisitions.
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= ACTIVITIES VISITED QR CONTACTED

office of the Ssoretary of Defense

Office of the Director of Defense Procurement,
Washington, DT

Office of the Aszgistant Secretary of Defense {(Production and
Logistics), washington, DC

Comptroller of the Department of Defense, Washinegton, DC

Departmant of t

Inspector General, Department of the Army, Washington, DC
Headguarters, Army Materiel)l Command, Aalexandria, VA
Army Missile Command, Huntsville, AL
Army Strategic Defense Command, Huntsville, AL
army Aviation systems Command, St, Louls, MO
Army Systems Integration and Management Activity,
5t. Louis, MOQ

Office of the Assistant Secretary of the Navy (Research,
Development, and Acguisition), Washington, DC

Headquarters, Naval Facilities Engineering Command,
Alexandria, VA

Comptroller of the Havy, Washington, DC

Department of the Air Force

Office of the Assistant Secretary of the Alr Force
{Acgquisition), Washington, DC

Air Porce Military Alrlift Command, Scott AFB, Belleville,
IL

Air Force Engineering and Services Center, Tyndall AFB,
Panama City, FL

Defense Activities

Headquarters, Defense Logistics Agency, Alexandria, VA

Headguarters, Defense Nuclear Agency, Ahlexandria, VA

Defense Criminal Investigative Service, wWashington Field
Office, Ariington, VA

Director, Defense Advanced Rescarch Frojects Agency,
Washington, DC
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APPENDIX J - ACTIVITIES VISITED OR CONTACTED {cent’d)

Non-Defenge Federal Activities

Genaral Accounting Office, Washington, DC

Headquarters, Department of Energy, Office of the Inspector
General, Washington, DC

Department of Enersgy, Office of the Inspeactor General,
Eastern Regijional Audit Office, Oak Ridge, TN

Department of Energy, Office of Organization, Resources, and
Facilities Management, Washington, DC

Non-Government Activities

Martin Maristta Energy Systems, Data Systems Research and
Development Division, Oak Ridge, TN

Martin Marietta Energy Systenms, Hazardous Waste Remedial
Action Program, Qak Ridge, TN
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of _of the Beacretary of Da

Under Secretary of Defense for Acquisition

Director of Defense Procurement

Assistant Secretary of Defense (Production and Logistics)
comptreller of the Department ef Defense

Dapartment of the Army

Secretary of the Army

Assistant Secretary of the Army (Financial Management)
Inspector General, Department of the Army

auditor General, Army Audit Agency

Department of the Navy

Secretary of the Navy

Assistant Secretary of the Navy (Financial Manasement)
Comptroller of the Navy

Auditor General, Naval Audit Service

Department of the Air Force

Secretary of the Air Force

Assistant Secretary of the Air Force (Financial Management
and comptroller}

Auditor General, Air Force Audit Agency

paefenss Activities

Director, Defense Contract Audit Agency
Director, Defense Lagistics Agency

Non-Dafenss Activities and Individuals

Office of Management and Budget

Office of Federal Procurement Policy

U.8. General Accounting Office, National Security and
International Affairs Division, Technical Information
Center

The chairperson and Ranking Minority Member of the following
congressional Committees:

Senate Subcommittse on Defense, Committea on
Appropriations

Senate Committee on Armed Services

Senate Committee on Governmental Affairs

House Committee on Appropriations
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APPENDIX K = REPORT DISTRIBUTION (cant’d)

Congressional Committeeg (cont’d):

House Committee on Armed Services
House Committee on Government Operations

House Subcommittee on Legislation and National Security,
Committee on Covernment Operations

Inspector General, Department of Enerqgy
Inspector General, General Services Administration

ao



PART IV MANAGEMENT COMMENTS

Director of Defense Procurement
Department of the Army
Department of the Navy
Department of the Air Force

Defense Logistics Agency
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E OCUREMENT COMM

OFFICE OF THE UNDER SECREYTARY GF DEFENSE

WASHINGTON, DC 20301-3000

OCT 08 1992

MERMORANDUM FOR DIRECTOR, CONTRACT MANAGEMENT DIRECTORALE, INSPECTOR
GENERAL, DEPARMMENT OF DEFENSE

SUBJECT: Draft Audit Repert on the Allegation of !mproprietias
Involvieg BoD Acquisition of Services Through the
Ceparczant of Energy (Project No. 1CH-0033)

Thie i3 in responss to your request [OXr Our coswsents on the
subject dratt report. Wa agree with the general thrust of the audit
roport that Department of Defense (DoD) program officials have
circumvented DOR contracting officers in plaaing orders under the
Lconomy Act via interagency agreements. W¥e do not aqres with your
recommended corrective actions whereis the contracting officer’s role
in this matter nepeds to be redefined and strengthened. Those efforts
cannot. in themsalves, correct a fallurse by program officials to make
use of the contracting officer. This is an example where making
#hangus ta the Defanse Federal acquisition Regulation Supplemant
{DFARS) have minimal sffeot because the individuala involved aré not
DFARS users.

The raport failas to give adequate racognition to sfforts to
address the problas. For example, the Under Secretary of Defense feor
Rcquisition (BSD(R)} memorandum of October 25, 1%%1 {attachad),
addressed the subject of contract offlcading. Im Als mamorandum, the
USD(A) requested the Service Acquisifiion Executives and the Directors
of the Defense Agencles take aggreasive action to ansure that program
officials are trained in the appropriate use of interagency
contracring agreamants; Co remind program officiala that the
contracting officer wmat approve the use of intaragency agreements;
and to establish internal controls to assure aaspliance with existing
poeiicias and procedures.

We hasww also initlated changes to regqulation that will provida
the necey’ary internral controls to aszure that procedures axe beinrg
followed in placing Beonhomy Aot orderxs. FPor exasple, we intend to
require tha Department to use a ravised 0D Form 448 that will have a
signature block for the contracting officer to place Economy Aot
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RIRECTOR OF DEPENS8E PROCUREMENT COMMENTS (cont‘’d)

vrdors. We believa that this offort will. when combined witn the
ievel of intatrest clearly expresssd by the USD(A), introduce more
disoipline into the scquisition process and will i{mprove the process
of placing ordsers using interagency agreaments,

We are attaching for your consideration our response to specitic
recommandations that are directed to the Director of Defense
Procurement . Thank you for the opportunity t¢ comment on the draft
report.

b) (6)

Pleanor R. Spectar
Director, Dafense Procurement

Attachmentas
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(cont’A)

SPECITIC COexNT3

A. Use of Intaragancy Agreaments and Deders
DeDIG Raccommandsticn for Corrective Xobiow!

1. We recommand that the Director of Delense Procurement revise
guidanes fn the Defenss Pederal Acquisition Regulation Supplement
217.5 to:

a. Require that a DedD oontracting officer review and approve
all interagency agresments and subsequamt interagenocy orders.

b. Requite that Dob contracting officer determinations
approving lnteragency acquisitiona identify the sstimated savings to
be reslized by 0oD.

¢. Speoecify the applicabllity of the Bcanomy Act Lo procuramants
made by one OaD Couponent at the raguest of another Dod Conpanent.

2. We racommand that ths Director of Dafanse Procursment, in
coordination with the Assistant Secretary of Defenss (Production and
iogisticn), issue guidance that apecifies format and cottent
requirements of interagency agreements, including the applicability
cf the gonoval guldancs in OaD Inatruction 4000.1%, “Intexservice,
Interdapartmantal, and Intaragency Support.®

OLP Respanse: Partially concur. The Directorx of Che Defense
Aeyuisition Regulations Council will open & new case to considar
thase racommandations. Rowever, the DFARS is nob used by
raquirereats personnel who, in the cases discussed in this repore,
bypassed contracting offiowrs. Augmenting ocoverage in the DFARS will
still not reach these tschnical parscrngl. 1t appears that
contxacting officers consistently foliowed direction simed at them.

B. Adninistration of DoD Interagenoy Orderd
DobIG Rocommandation for Corrmciivm Action:

1. Ws racommwend that ths Director of Defunsa Procurement revise
guldance in the Defense Federal Acquisition Regulation Supplement
217.5 to requite that interagency agraeemusnts include provisions for
tha submission of datailad progress reporta and cost data. The cont
data should identify costs incurred by the prime contractor during
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DIRECTOR OF DEFENSE PROCUREMENT COMMENTS (cont’ad)

Deleted

Ravisod

the period, inciuding direct labor hours and rates, material costa,
subcontractor coats, othar direct costa, and profit,

DDP Raspanss: Noooconcur., The same rationale applied to
recomnendatian A2 applies. Sisply atated, contracting officers do
not vrite purchase requasts and should not be expacted te apecify the
contant and form of intsragency agreaments, Requiring officlals, who
are respoasibls for their programs and are held accountable for their
aucceases, shauld decide what information ia needed for management
and contreol purpoaes.

2. Wa recomwuwand that the Directer, Defenss Finance and Accounting
Sarvice, modify the procedures manuala for finance and accounting
offices to require that:

b. A DoD program official or contracting officer certifies that
the amcunts billed by the other Faedsral agency are proper for
paymant: .

DLF Response: The recommendation im directed to the Director, DFAS,
but we@ do not agree that a DoD contracting officer iw in a position
to certify that the amounts billed by the othor Pedoral agency are
propar for payment.

C. Tracking of Interagency Acquisitions

DoDIG Rocoimendation for Corrective Action: We recommend that the
Under Secretary of Defense for Acquisition establish a procedure for
identifying and trackimg ths amounts of interagency orders and
related funding with the Departmant of Enargy and other Fadaral
agancias.

DDP Reepoasa: HNonconcur. We ara not convinced that DoD-wide
precedurs for identifying and tracking the amounts of interagency
orders and related funding im wartanted,
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(cont’q)

THE UHDER SECRETARY OF DEFENSE
WASHIMGYOR, OC 20301

95 0CT W9

ACTUITITIDN

MEMORANDIRY POR SECRETARIES OF THE MILITARY BEPARTMENTS
ATTENTION: SBRVICE ACQUISITION EXECUTIVES
DISECTORS OF THE DEFENSE AGENGCIES

SUBJECY: Jontracting Throush Interagency Adreementa

The Department of Defonss Inapector Gensral (DoDIG) recently
initipted another audit of «oatracting through interegency
agresmants, In thia instance, the Departadnt s uvae of such
agreardnty to cbtain contrasting support from the Tennessee Vallay
Authority (YVA}, under théir Tectnology Brokering Program, is belng
scrutinized. The audit 1s to detecmine whethor DoD’s use of TVA’s
program is appropriate, justificd, and approved {as prescribed by the
Faderal Requisition Regulation and Defanse Fedaral Acquisition
Regulation Supplament}. The audit will slse datermine whather or mot
tha procedurss used were adequate to protsct the Dol¥s {ntevesta:
whether internal contrels over thess proCulwionts wele adaquate; and
vhether the Department’s yoar-end spsnding peoliciss were viclated.

Rogardleas of the vutcoms of this audit, I think it necessary to
reinforce our policiea regarding "contract offloading.” In a May 10,
1990, memarandiom, the Principal Deputy Assistant Secretary of Dafensa
(Production and Logistica), cited two similar DaDIG audita which
found problews in the usa of the offloading technique. In your
rasponaes ta Lhe DoDIG on Lhoss audite (lavelving the Library of
Congress and the Department of Energ¥), you agreed to pursue
corrective actions to minimize the risk of ordexa for intaragency
acquisitions being placed by unauthorized Dod program officials,
?leagse snsure that you have cumpleted those corrective actions and
verify that you have estahlished effective procadures to control the
{napproprinte 43¢ of interagancy contracting support.

Barly inpat from the OoDIG indicaces that we may still have a»
problam. 1 want to ensure that we are not in vioclation of the
requlations governing the use of {ntaragency agreemeats; that we aroe
not paying other sgencies to axecuta contrxavting fonctions that we
should be performing cUrselves: aad that we are mnot wsing TVR, or any
othar agency, to circumvent our own year-end speading policies.

Tha attached listing of “funding agencies™ was provided by tha
TVA Inspactor Geoeral’s of2L¢ce. Wa are providing it for your use in
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EFENBE PROC T _ (cont*d)

reviewing your pacticipasion in the transfer ef Dol funds and
contracting responsibilities to the TVA.

I trust you will rtake aggressive acticn to: (1) ensurc that
program officials are trained in the appropriste use of interagency
contracting agreements; {2} remind program officials that the
contracting officer must approve the use of such interagency
sgreements; and {3} estabiish lsternal controls to assure cospliance
with established policies and procedures.

Attachment

cc:

Director, Defense Research and Engineering
Comptroller

Inapactox General

Direcror, Adeinistration and Menagemant
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PEPARTMENT DF THE ARMY
OFFICE OF THE ASSISTANT SECRETARY
WASMINGTON, DG 203109102

0 50CT ¥92

MEMORANDUM FOR ASSISTANT IHSPECTOR GENERAL FOR
AUDIYING, DEPARTWENT OF DEFENSE,
100 ARNY NAVY DRIVE, ARLINGTON, VA
222022004

SUBJECT: Draft Audlt Report on the Allegations of
Inproprietiea Involving DoD Acqulsition of
Services Through the Department of Energy
{Project 80. 1CH~0033)

The Army concura with the Inspector General’a
£indings that inadaguate er inappropriata proceduras
were followed by pome Arpy activitiss in placing
Economy Act orders with tho Department of Energy (DOE)
batween July 14, 19788 and January &, 1992. The
problems ldentified are very similar to those described
in Report No. 92-D69, "Quick-Reactlen Report on DoD
Procurements Through tha Tennaskes Valley Authority.®
As wve informed you i{n our Juna 15, 1992, rasponse to
that report, the Arsy has alrsady lmplemented a number
of corrective actions to reducs unauthorized Economy
Act transfars and contraczt offloadlng. These
irniclatives include:

a. tha ASA{RDA) pessage datad Decembar 26, 1991,
that alerted all Army activitles to the almsea af
Econowy Act authority and reinforcad tha reguiraement in
the Dafense Fedaral Acquiasition Regulation Supplement
{DFARS} for a contracting offlcer to eign Bconomy Act
determinations. Tha mesaage also diracted that tha
hudget or resourcae management officlal who cartifies to
the funde ¢ited on a Mllitary Interdapartaental
Purchace Requeat (WIPR} to a nan~DoD agency under
authorlt{ of the Economy Act muet ancura that an krmy
contracting afficer has made the raquired determinatlon
and that it has been raviewed by msounsel.

b. changa ? to Arwy Requlation 37-1, Army
Accounting and Fund control, dated February 18, 1992,
which implemantad the direction in the ASA(RDA) message
concerning the responsibilitian of funds certifying
officlals.

¢, a ravision to AR 70-1 to reiterate the sama
policy to the Army‘s acquisition managera. AR 70-1 i
the Army‘’se implamentation of DoD Directive 5000,1, DoD
Inatruction 5000.2, and DoD Hanual S000.2-M.
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d. implementing procedures issued by nearly every
Aray contracting activity.

A major difference between the two audite should
be noted, however. The Department of Energy, unlike
the TVA, is clearly subject to the Federal Acquisition
Regulation (FAR) and the laws implementing thae
Competition in Contracting Act (CICA). In addition the
subject report deals with work being directed to a DOE-
sponsored Pederally Funded Research and Develocpment
Center (FFRDC), a non-profit, national technical
resource. Procedures for the use of FFRDCs ara
addressed in Office of Procurement Policy Letter 84-1
as implemented in FAR Part 35.

There is some confusion over the term "interagency
agreement® which is not defined in the report.
Although this tera is often used generically to
describe both long-term non-binding arrangements, as
well as individual Economy Act orders, between
agencies, we can find no objectlve definition, guidance
or procedures related to the establishment of such
ragreements® outside the DOR procedures cited in
Appendix A. One thing should be made clear about these
arrangements; they are not binding in themselves but
only as cited in individual orders (MIPRs) processed
under the authority of the Economy Act.

Enclosed is a response to aach of the proposed
recompendations for corrective action (Bncl 1).
Although mwany of the recommendations are not addressed
to the Army their implementation would affect the Army.
Also enclosed are some additional comments on the draft
report for your consideration (Encl 2).

Enclosurea

CF:
SAIG-PA
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Eioal Report

Response to IG Dop Regpmmebdations for corzsctive Actien
project ¥o. ACH-0033

A N85 OF INTERAGENCY AGREEMENIS. AKD ORDERS

1. ¥% recommend that thae Divectoxr ¢f Defense Procurement
reviss yuidance in Defenae PFaderal Acquisition Begulation
Bupplement BGubpart 217.5% tot

&. Require that a Dol toentractling officer Teview and
approve i1l latsregency ayresmedts atd suvbsaquent intsragency
orders.”

Arny positien: Partially concur. Until such tine as there
is & proper definition and dsscription of "interagancy
agraesents, this term should not be “blessed”™ by including

it in the DFARS, except, perhaps to state that an interagency
agreement doés not comprize an {ntaeragancy ordsr under the
Economy Act unless it obligatea sppropriated funds. Agency
Acquisition Executjvea/ Senlor Procurement Bxecutives wust be
allowed to designatse higher level officials to raviev Boorionmy
Act transactions. ULaatly we would nota that neither the law
nor tha axisting requlations require "approval® of cxders by
a sontracting officer, uweraly the making of a detarmination
as to the appropriatenens of transferring the funds and
regquiremonte to another Federal agancy pursusnt to the
Econowy Act. Suggest that Racommendation 1.2, ba revissd to
vead as follows:

*a. Require that & DoD contracting officer or higher
lavel official raview all proposed Bcoromy Act orders
and prepara the determination roguired by PAR 17.303 and
DPARS 217.503."

*h. Reguire that Dol contraoting officer Jetermimatiorns
approving interagenay soquisitions identify the astimated
stvings to be realissd by DobD."

Army position, Nonconcur. Thig proposed raguirement is not
only not required by the Bconcwy Aot itself, but is
impracticable and insppropriate in wany situations. The
determinations nead only address why the transfer is
appropriate {e.g., it is inoppropriata to buy tank designs
from the Lihrary of Congress) and in the best intaxest of the
Governmént after considering convenience and "cheapnees®.

*a, 8pacify the appliaabllity of the Economy Act to

procurenentas wads by one D component at the raguest of Daleted
ahother DOD ¢omponent .

Enel |
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Army poaition. <Concur in part. Tho Bconomy Act {s not an
Intergervice Support Agracmant. An Economy Act action ghould
not request the servicing sgency to provide contract
sarvices. An Economy Act action should wimply request that a
service or supply ba furnfishod te tha requesting agsncy and
promise to pay all legitimate costs up to tha amount
obligated and approprilated.

As a peparatsa issue, tha legal applicablility of the
Econoay Act tao intra-DoD transactions probably does need to
ba resclved or clarified, It 1 euggested that, if it ie
found legally necessary to spaciflcally cite and comply with
the FPconamy Act for svery intra~DaD funda transfer {as
opposed to aone othar statutory aunthority to tranafer
requiremsnts and funds vithin DoD), the SBCDEP or DEPSECDEP
should maks a blanket Economy Act datermination to be cited
in DoD Instruction 4000.19, It ia not appropriate, for
example, for a contracting ofricer determipation to he
required for every coordinated acquisitisn action. Recommend
that DFARS 208,70 be used as a model. We note that DFARS
208.7002(a) (4) cites 10 U,.8,C. 2308 and not the Economy Act,
howaver this coverags only addraasses commodity acquimitionz
and not services, or developmental materjel,

2. We recozmend that the Director of Dafense Procurameant,
in coordination with tha Aasistant pacratary of Dafanse
(Production and Logistica), 1esus quidance that gpecifies
format and oontent requirepents of interagency agreements,
inoluding the appilicabhiiity of general guidance En bod
Instruction 4000.19, “Intaraarvioa, Intardepartmsntal, and
Intaragency Suppoert*.

Arny position. <Concur, although it is not clear that the
Instruction currently pertains to transactions outside DaD,
The Aray is especially €ancerned about Econony ACt trans-
actions with agencles vhose atandards of performance for the
cantracting function are diffarent than standards within the
Departewent of Defsnae. Prograi officisla often erronsously
asguma that the asrvicing agency will follov the PAR In the
sams way as DoD agencies.

%3, We rocommend that tha Sarvice Aoquisition Exeautives
apd the Director, Dafense Logletics Agancy:

&, Raquire the contraacting office at sudordinata
astivities to:

{1} Reviaw active interagency agresments batween the
aotivitiae that it supports and othar Federal agancies for
compliance with the Ecomoay Act and implementing regulations,
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and revise, terminats; or issus new intermgancy agresmsnts
when appropriate., If the nom~-DoD contracting agsmoy is not
oapabla of adegquatsly sdministaring existing costracts, the
coatracting offica should raguest ths contracts bs
transfarrad to tbhe Departaent of Dafsune for administration.®

Aray responsa. HNoncancur. As stated previously, intaragency
agreementa are Not, par se, Economy At transfars. cContract-—
ing ofticers are likely not the best agency officiala to
appruve, dieapprova or prepara intarangancy agresmsenta. If
thesna agreements becoms vehicles for lmproperly eircumventing
tha Economy Act and other laws sand requlations, then tney
ahould be termjinatad. If Magreesenta® ara reguired b
sarvicing agency ln order to attempt to shift rtsponsibility
inappropriately to a raguasting agency, than such agreesenta
ghould be rapudiated aftar raview by counsel. As to the
isoue of contract adminiatration, that must be considered up=-
front when making the decision to trensfer tha requirement to
another agency. If it is known that the receiving agency
will contract (e.q., with an FFADC that {t sponsera) then the
agency’s ability to wonitor other agencisa’ taasks must be
takan into mccount, If all contract administration is to bhe
done by the requesting agency then the requiresent should
probably not have bean transferred in the first place. Tha
Recommendation is somewhat dizingenvous in that most FPPRDC
sponaoring agencles 4o not sllew diract contracta between {tg
FFRDC and othar agencies; and many PPRDCS opersta under ona
oanibus cost=type contyact under which tsakinga sre made by
podification or other ordering tachnigue. Thus, tranater of
tha “"contract” to DoD 18 Infsasibla.

“{2) Ratify or terminata active interagensy ordarms
with the Da2partment of Busrgy and ather Fsderal agspoias that
were not proparly autherised by Dol contracting efficare.®

ATRY responsa. Concur.

“{3} Approve intaragancy ordars only if DoD
reslined & ssvings in offloading tha uantrmtiu
rouponuibility to anothar Paderal agancy."

Arpy rasponss. Nonconcur. This recommendation should be
withdrawn. Plratly, it would be a practical impossibility to
calctulata hypothetical "savings® or excess ¢osts unlesa thera
ie 8 known and agread baselina (te include actual procurament
conts by tha requaating agency and all administrative coste
asgoclated with executing and administaring and technically
sanaging a particular procurement requirement), Sacondly,
Bconomy Act transfars do net,; per sa, cquate to "offloading
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«..contracting responeibility™. They represant an
acguiasltlon function but not a contracting/procurament
function. Lastly, the major check and balance in thae process
ie ni{ny} reviaw by a contracting officar. The report does
not support a conclusion that contracting officer
determinatiocns were ineffective becausa thay failed to
adequately address economies. The raport reveals, on the
contrary, that contracting officers or higher levels
officials vara not consulted et all in the decision to shift
work to Department of Energy and its FFRDCs.

"{b) Dimcipline program officials who Enowingly
exceedad thsir authority and violatsd the Boonoay Act, tha
Prooks Aot of 13463, the Competition {n Coptracting Aat, year-
end apending restrictions, and othar laws and regqulations by
placing unauthorieed intaragancy ordars with another Federal
agapoy."

Arny response. Concur.

4, Wa reccmmend that tha Comptroller of tha Departasnt of
Dafanse modify the Dob 7220.9-M "Accounting Quidapos Manual™
to diract finance and ageoouating offipes to raquire
doocumented approval by a DoD contracting officer prieor te
obligating funds on interagenoy orders."

Army position. Partially coencur. Finance and accounting
officea and officiala ara generally not the offices or
officials reaponsible for certifying to the availability and
proprlety of funds providéed on Econowmy Act interagancy
orderts. Normally this ia a delegated "resourcs managenent®,
budget, or program analyst function, Furthermore, thams
aofficialn do not "obligate™ funds on tha MIFRs, they allocate
and commit the funds. Acceptanhce of tha funded raimbureable
MIPR by the recelving agency createa the obligatien. The
Arvy ham already achieved vhat we bealiave the I intends to
accoaplish with this recopmendatlon. Tha Army has long
argued that the only affactive controle for this problem lie
within finance/comptroller channels, not with the bypaased
contracting community.

B. ADMINISTRATION OF DOD INTERAGENCY ORDERS

"1, We recoz=tand that thw Director of Defehse Procurement
revisa guidancs 1li Defenas Fesderal Aoquisition Regulatien
Supplesment 217.5% to requirs that interagensy agreesments
ipolude provisions for the submiwsion of detailed progress
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raports and canat data. Tha cast data should identify oosts
ipcurred by the prime contraotor during the pariod, in2loding
dirsot labor hours and rates, material cowts, subcontraster
coats, other direst costs, and prefit.*

Army position. Nonconcur. Tha dratt report does nat
daistinguish between direct organic support by agenhclisa undar
the Bconomy Act and efforts wvhera some or all of the support
is provided by contract, as waa tha cases with DOE’sm Onk Ridqe
Naticnal Laboratory: The Eccnomy Act would appaar to
conflict with thias unilateral pol mandate.

In any event, tha DFARS {s pot the appropriats place for
such guidance under current procedurss, Since interagency
agreements and Economy Act orders are not contracting actions
executed by contracting officers. Tha current role of DobD
contracting officers is to roview propossd Economy Act ordersm
for complianca vith the law and implamenting regulaticns, and
to oake the appropriate determination. Guldance iosned on
cost/perforpance réporting by Eccnomy Act sarvicing agencies
ahould rafer to any intoragency orders placed, aince
*interagesncy agreexanta® ars not used or requirad in many
cases and have no ganerally accepted definitiocn.

2. We recémmend that tha Dirsctor, Defsnpas Finspcs and
Accounting Barvics, modify the procedures manuals [OF Iinanca
and agcounting officae ta regquire that:

a. Standard Porm 1540 wvouchare from anothar Federal
agency not be paid unlans accompanied by supporting
dooumentation on costs incurred. The supporting
documentation should imclude details of costs lncurred dy the
prime contractor during tha period inoluding dirsct laber
hours and rates, material ccostik, subcontractor oosts, othar
direct coste, and profit; elsments of goheral anad
adninistrative costs; and administrative costs charged by the
contracting agsnay.®

Aruy position. Noneconcur. This appears to be in direct
conflict with tha language of the Econcmy Act {31 U.§.C
1535(b}}. If the intent of the IG undar thla racommendation
is to increass viaihility of DoD program officiale over coat
and performanca undar DOR contracts, then reporting ahould be
a requirepant of aevery order. If the intaent is to challenge
billings submitted by DOE, then it conflicts with the law and
is othervise inappropriate.

What i3 required i accountable, comprehanasive contrast
adminizstration by tha agancy that accepted the requirasant
under the terme of tha Ecunomy Act knowing that tha
raquirensnt would be fulfilled through contracting. It the
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prospective servicing agency cannot independently write,
negotiake, execute and administer contracts in fulfillment of
Econony Act requests for support, then they should not accept
thesa reguivements and DoD activlities ahould not offer them,
Again, the report improperly infers that DoD ls asking DOE to
provide contracting services. That ls not the purpose of the
Economy Act and should not ba the casa heres.

"b. A DRoD progran eftficial or contracting officerx
certifises that the amounts billed by ths other Pederal agency
are proper for payment.”

Army position. Nonconour. AS statad above, thls is not only
contrary to tha provielons of tha Econamy Act, it ls
inappropriate for DoD officials, especlally DoD contracting
offlicials, to be inserted inte the rola of policing another
agency’s internal functions. If we cannat trust the
servicing agency, or if they do not agres to act as
responsible astewards of the appropriated funds that we
transtfer tao thelr accountability and centrel under the
provisiens of the Economy Act, then DoD should not transfer
requirements to that agency or should insist on a ¢ertain
atandard of perforsance whan thers is no cholce. Recommend
that thie recommendation be withdrawn or redlracted,

Co  IRACKING OF INTERAGENCY ACOUINITIONG

"%a recommend that the Undaxr Becratary of Defenss for
Acguisition establish a procedurs for identifying and
tracking the amounts of interagency ordara and ralatad
funding with tha Departmant of Energy and other ¥Yederal
agesncies.™

Army positlon. Cancur.

Rs.... UBE OF PROJECT ORDERS

% ¥a recommend that the Barvica Aaquisition Executivas issue
gquidance te repind major commands and field agtivitiea that
the Beconomy Act {31 U.B.Q. 1S3Sff.) ia tha corract lsgal
authority for placing intaragency asquisitione and the
Projsct Order Aot (41 U.8.¢. 233 is not ¢ propar legal
authority.”

Arwy position. Concur.
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daditions) Comments on Dratt Bepexs

1. p.1%, “The Econany Act, &8 lmplemented by FAR Subpart
12.5, 7Intaragency Acquisitions Under the Fconomy Aot,’
requires...that have tha
determination in hand

{emphagis added)

Arvy comment. The infarence in this pasgage ls that Dod
contracting officers themselves place/tranamit/process
interagency oOrdars under tha Economy Act. At leakt in
Army/Dol, that is clearly not the case. Thay are placed by
progranjproject efficials and/or budget offficers.

2. p.16, "DGE, not DoD, was the party cesponsible for
deternining compliance with the Economy Act, the Comparition
in Contracting Act of 1984 {10 4,8.C, 2304); Offica of
faderal Procurement Policy Letter d4-1, *Federally Punded
Research and Devalopment Centers; tha FAR; and other
applicable laws,®

Army comment. A good part of this bullet is accurate. 0O
i For complliance with CICA {as implemented in
tha FAR) for all of its contracting actions with its FERDCs
and other c¢ontractora. It also wmuet comply with OFPPR Policy
Letter 84=1, as the sponuoring agency for more FFRDCs than
sponsored by the teiat of the Fedsral Government combined.
spacitically, it is reqguired to scruen "work for others® to
ensure that the proposed sfforte 1t under the Yunigus®
charter/sponsoxring agrsesent for each FFRDC Laboratory. (Sea
FAR 36.017~3{b).} DOE mukt alsc comply Cully with the FAR
{which now containe implementatien of tha OFeP Policy Tatter
at 3%.01%7). ©One Could argue that DOE also has numerdus other
fiduclary responaibilities umder the Economy Act, though
cartainly not the rasponnibility to make the determination
whether another agency should transfer work %o DOE under that
law.

3. p.18, "The General Services Administration has dalegated
Rlanket ADP procurement authority to DoD activities for
competitive contracts when the value of thé contract does not
exceed $2.5 million, and §256,000 whan non-competitive.¥

Army comment. This is not only srroneocus and misleading, it
ugzes terminoloygy na longer ssed in the PIRKR {"ADP
procurement™; and dramatically overasimplifies a very cGmplax
and dynawio subject to make vhat is probably a valid point -~
that required acyyisition approvals were often not nbtained,
whatever thelr source (GSA or in~house).

4. pp. 20721, YDoD activitiea iasued interagency ordaers for

23 of the 23 projects, valued as approximately $79.8 million,
to the Laboratory for work that was not unigiis t2 the

G&\C' >~

87

Final Repore

¥, 10

B, 12

Revisag

P. 13
Revised



DEPARTMENT OF THE ARMY COMMENTS (cont‘’d)

P. 16

Pp. 14~16,
28

B. 16

Revised

—3w
Laboratory (Appendix E, Footnote Ho. 4}." {smphasis added)

Arpy commént. There is no reguirement in OFPPF Policy Letter
84-1, por in the FAR implementation {seae aspecially FAR
35.017-3{a)), for work to be "unique to the FFROCY. 1In any
avent, FAR 3%.617-1{b} CTlearly stares thxt the sponsoring
agency has the responsibility for screaning requiresents to
enforce the scops of the sponsoring asgresment and PAR 35.017-
3{a)}. The nonsponsor agency wiust provide tThs EcOnomy Act
determination and all other documantation ap cited in FAR
17.504, unless the nonsponsor agsncy is permittad to cantract
directly with the FFRDC, which ia rars,

5. pp-2J-25, IAGs should b modeiled aftar DPARS J08.70. IAGE
are merely agreemanta to agree, and thay should clesrly atatea
this. The Individual ¢rder transferring runds is the real
Economy Act actioen.

6. p.25 - (as a polnt of clarification) No one should be
going to DOE rfor “purchasing and contracting sarvices® as
discussed in DoDI 4000.19. That 18 clearly an intra- or
inter-Sarvice support functien. 1In addition, if the DODI
countenances arrangements with other agenclas (sutside of
DeD), which ig unclear, then the Instructlon should clearly
¢ite tha Bconopy Act and the Taquiremants for its usa
(FAR/DFARS 17.5). He agres that "interagency adresmentg®
ahould b6 more detalled if thay ars to b» entored into at all
and used 38 the administrative foundation ¢f future orders,
¥e would prefer that each interagency order be a full-up
procurement package with all acquisltion approvals documented
and a full statement of requirements, including auych lssueas
as contract adwinistration, payment, data righes, ete., if we
know in advance that DOE is going to contract 0 meet our
needs, In additionm, if & Dol activity requests OF to
contract with one of its FFRDOCE that sctivity ahould provide
aartified documaentation to support & CICA justification by
the WE contracting officer. Maybs if DOK was fultilling its
own requirements under £ICA and the PAR better, there would
be feiwer of theame arrahgewents in existence.

7. p.27 ~ ®Deteraninatione prepared by sentracting ofticers,
wht approve interagancy orderd, should document that a market
survey of potantial souxces was performed; and that costas to
DoD are minimized by making an acquisition through ancther
department or agency.”

Army comment. An Economy Act transfer 1s nof a procurament
transaction. It ia often accomplished in liam of one. Thera
{a no requirement in tha law for a "market survsy" or an
elaborate hypothetical cast-bensfit analyeis.
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8. p.28 - "Specitically, BFARS 217.5 may now ba interpreted
to mean that the detexminations may be delegated to somecne Fp. 16, 2%

other than a conktracting officer.®

Arwy comment. Simca the lav and the PAR rafar to a
determination made by & head of agency, it certainly seems
reasonable that that agency haad could designate semeone
other than a contracting officer as the determining official.
tThe DFARS and DAR before it always aillowed agoenciss to
designate somecne other than a zontracting officer to make
the Bconomy Act determinations. Any other direction would ha
an inappropriate limitation on the right of an agency head to
wanage his/her organization.

9. p.28 = "The determinaticna should alasco atate whethar
savings will be realized by obtaining ths pupchasing and Fp. 16, 25
soptracting suppext from another agency...®({emphasia added)

Arwmy sonment. Tha purpose of the Economy Aet is not to
“obtain purchasing and contracting support® from another
agency, but to have another agancy fulfill a valid funded and
appropriated roguirement of the reguesting agency. The
decinion of how to fulfill that reguirement is vholly the
responsibility of the recelving agency, as iz the decision to
accept ths requirement or not under the terms of the Bconoay
Act. Most certalnly it is inappropriate to go to DOE with a
requirement that we know is going to be subcontracted out by
DOE’a PPRDC, eepecially if we raquest that of DOE. Thsey in
turi should not accept such requests which arae a khlatant
conflict of CICA requiraments. Unlike the TVA, DOE is
clearly subject tn the FAR and CICA and OFPP policies as
isplemanted in tho FAR On the ysae of FFRDCH.

P. 17
19. p.3¢ ~ "“Where appropriate, Doll contracting officers
ahould ratify the interagency orders in accordance with FAR Revised
Subpart 1.802~3" €

Army comment. It would nover be gppropriste for a
contracting officer to ratify an interaqgency Economy Act
tranafer under FAR 1.602~3 since auch transactlions are not
coptract actions. 1In addition, contracting officers ware
tasked to prapare Economy Act daterminations only as a mattar
of admninistrative efficiency, not bacause thair warranta wore
required, Econony Aat determinations may be made after the
t;ct ("ratified®) by the agency head or anyone designated by
him or her.

11. pp.31-32 -~ Tha Dec 26, 1991 ABA{RDR) message went far
bayond the TVA lesuaep and raquired the official who certifims
funde on any MIPE intended to tranaefer fundm {pursuant to tha
Bconomy Act) to an agency outside of DOD to ensure that a
cantracting afficer had made the required Econony Act
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-

datermination and that the action had been reviewed by
Counsel. Thia directicn has been implamentead by Dafanse
Finance and Accounting Service (DFAS) through a change to
AR37-1 in Fab 1992,

12. p.37 - "We found that all nine IAGs revieved 4id not
include: a raguirement that...only on raceipt of tha
progress raporta Would DoD funds be reloeasad; and a provisiun
that would allow DeD to review costa incurred on interagency
orderd."

Arny comment, The Economy Act specifically states that bills
tfrom receiving agencies are to be paid without guestion. The
report infers that tha relationship between DoD and DOE {m
the same as for contracts with SBA under the B{a) program,
That is clearly not the casa with Economy Act transfers.

13. p.43 - "The interagency agreements with DOE did not
regquire that vouchexs be submitted through the DoD program
offica or the contracting office for review and approval
prior to payment...DoD finance and accounting officials paid
the vouchora without reguiring supporting documentation or
approval by a DoD program official or contracting officia).®

Army comment. DOE haa the responsibility to properly executs
and administer mll contracts they award, including thoss
funded and generated under the Economy Act. UOOE contractor
vouchers should be raviewed by DQE program and contract
officiala and auditors before any bill i3 sent from ®OE tgo
DoD. In no event ehould DoD "centracting afficiale" be
involved in this precesms aince they are in no way party to
the contract arrangamant{s} betwean DORE and its comtractors,
and, as the IG has pointed out, sra likely uwnawarse of the
mattar at all. OboD contracting officiale should have no role
in Economy Act tranasactiens after making tha determination
raquired by DFARS 17, 502.

It is not ©lear what voucher approval by DOF program or
contracting officials would add to the procass, sinca thay
are not charged with adminiatering the contract and hava
little actual knowlmdgo of what the contractor ig suppoged to
be doing from day to day. This would creates a rubber stamp
process whare DOE could inappropriately shift blame for any
deficiencies to their customers.

100




ENT OF THE NAVY COMM

THE ASSISTANT SECREYARY OF THE NAYY
(Pessarch, Dovelopment and AcQuisition}
WASHINGTON, 0 € 20330-100Q

0CT 21932

MEMORARDUM POR INSPECTOR GENERAL, DRPARTMENT OF DEFENSE

Sub3d: DRAFT REPORT ON IMPROPRIETIES INVOLVING DOD ACQUISITION OF
SERVICES TRROUGE DEPARTMENT OF ENFRCY {PRQAJ. N&. 1CH-0033)

Ref: {a)} DoDIG mamo of 30 June 1992, subject as above
Encii: {1) DoN responss to subject draft report

I am responding to the reguest forwardsd by reforencs (a)
for comments on the subject draft report.

The Navy's responue is provided at enclosure {(1}. Wa concur
with the recommandations, with the exception that vws cannot limit
interagency acquisition under thu Rconomy Act tO those inaetances
whore cost savings can be demonstrated. For exasmple, tha Navy
utilizos Economy Act procedures to buy reactor components and
services from Department of Enorgy laboratoris#. Our vesponas
suggests other muang by which Improved control can ka2 achieved,.

Gef£ald A. Cann
Gopy tos

NAVINSGEN
NAYCOMPT (NCB~5)
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DEPARTMENT OF THE NAVY COMMENTA (cont’da)

scpartmant of the Navy Responsa

to
DODIG Dralt Report of Juna 30, 1952
. an
Einal Report DOD Acquisition of Services threugh the Department of Energy

Project No. 1CH~001]

Tha Wavy concurs with all tha resportts findings excapt the
corent on page 20 that NKAVFAC program officiala used interagency
P. 12 orders to circumvent manpowar callings. We do not belisve

" manpowsr cellings were a significant constraint in the
environmental area:. We conslder the sotlvatlon ta have haen the
percelved ease of using interagency agreements, partlcularly in
the absence of knowledge of required procedural and legal
requliremants.,

Part II({A) Recompendations for Corractive Actlon

. We recomnend the Service Acquisition Executives and
tha Diregtor, Defense Logistica Agency:

a. Raquire the contracting office at the subordinate
activities to:

Becommesdation (1l:

Review active interagency agreementa batwaan tha activities
that it supports and other Federal agenvies for cempllance with
the Bconomy Act and implementing reqgulations, and ravise,
terminate, or issue nev interagency agreements whore appropriate.

If the non-DoD comtracting agency is hot c¢apablae of
adequately administering existing contracts, tha contracting
affica should reguest that the coniracts be transferred to the
Department of Defense far administration.

ROK_position:

concuy. Assuming that tha Diraector of Dafense Procurement
concurs with ths recemsandation to "lasue guidance that apeoificm
format and content reguirementz of intaeragency agreaments™, the
Navy will direct such a review as part of our implomantation of
thn DOP guidance: This review wil]l be Jimited to interagency
agreements related to FAR 17.5, and will not include the numorcus
agreemants whicli do not raise Economy Act lssues.

Concur with the intent. The Navy concure that a
detarmination of the adequacy of non-DoD agency contract
administration should be made. However, it may net be efficient
far the centractlng cfficer to perform this function. It would
appear praferable for OCMC, as the CAS coordlnator, to make an
agency-by-agency determination of the adequacy of capability to

ENCLOSUREQ )

1
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DEPARTMERT OF THE NAVY COMMENTS (cont’ad)

administer contracts for each agancy and publish this information
in the DFARS,

a a :

Ratify or tarminate active interagency orders with the
Department. of Energy and othar Federal agencies that were not
properly authorized by DoD contracting officars.

RON Position:

Concur. We will initiate a Havy-wida reviaw of interagency
scquimition, to ansurs that Navy activities have appropriate
procedures in place and are complying with law apd ragqulation
govarning interagency acquisition. wherse proper autherization
has not been obtained, orders shall be reviewed by the cognizant
cortracting officar to datarmine if texrmination im appropriate,
or 3f work on the order phould continue.

Approve interagency orders Dnl{ if. DOD realized a savinga in
off~lcading thae contracting responsibility to anothsr Fadaral
agency.

t H

concur with the intent. Wa concur that the curvent
authorization te usge 1ntera?ency acquisition whenaver it is mora
aconomical or "convenlént® is undesirably vague. However, cost
savings of the Xind which would be shown by a cost comparison are
not always, or avan ugually, the raason for interagancy
acquisition.

Federally Fundad Research and Devalopment Cantars (FFRDCm),
for exampla, are created to fill neads which the private sector
is not weeting. Thay have uniqua cspakilities, and are not
allowed to competa with private industry. Therefore, a cost
comparigon would be axtremely difficult to obtain, and largely
peintless, for most orders which are consistent with the FFRDC's
nission. The Navy must biy reactor cores, components and
services from Department of Energy laboratories, but FAR and
DFARS do nat eatablish DOE as a raguired ecurce for thie purpose,
and §0 BEconemy Act procedurss are utilized,

An FFRDC is sometimes usad because it has objectivity that
tha Government or private (irms might lack. For theas uses, tha
faot that tha FFROC might Cost more would not be the most
important consideration.

In addition, it might be more cost-affsctiva for tha
Governmant as a whola to use interagency acquisition, aven if a

ENCLOSURECY)
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DEPARTMENT OF THE NAVY COMMENTS (cont’d)

particular order wan more expenszive, Thig might ocour when the
sarvicing agency had tacilities or personnel that were not fully
utllized. Thesa reznurces could ba lncurring cests whether or
not an interagency order was placed.

Most of th@ abuses of interageficy acguisition occur when tho
servicing agency contracts tor tha work, rather than parforming
it with in-house rasources. It la possible that a requlremant to
show cosat savings which was limited to such contracting would ba
beneficial. Another way tn approach this problem would be to
place limitations on circumstances in which an interagency order
could be determined to he "conveniant”.

Dlscipline program otficials whao knowlngly edceeded thair
authority and violataed the Economy Act, tha Brook's Act af 1965,
the Competition in Contracting Act, year-end spanding
restrictions, and other laws and regulations by placing
unauthorized interagency ordars with ancther Federa)l Agency.

DON_Position:
concur.
Part II(D) Recommendations for Corrective Aection:

We recommend that the Service Acquisition Executives issue
guldance to repind major commands and field activitien that the
Bconomy Act {31 U.5.C. 1533} is the correct legal authority for
placing interagency acquisitions and the Project Order Act {41
U.B.C. 23} 15 not the proper legal authority.

Concur. Anticipate quidanco to the field by 31 December
1992,

ENCLOSURE(Y)
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DEPARTMENT OF THE AIR FORCE COMMENTS

OEFPARTMENY OF THE AIR FQRCE
WASHING TUN BC QIR 190

00T ¢ e

DRI OF THE AFRRTANT 1 ongT sy

MEMOSARDUM FOR THE ASSISTANT INSPECTOR GENBLAL
FOR AURITING
GEFICE OF THE INSPECTOR GENTRAL
DEFARTMENT OF DEZFENSE

AUBJECT: DODIG Draft Audit FReport on tha Allegations of
tmproprieties Involving DOD Acquisitioca of Services
Through the Department of knargy, Juns 30, 15332 (Project
Ho. 1CH-0933) - INTORMATICH MEMORANDUM

You requested ALy Force acquisition EBxscutive (AFAR] womments
on tha findings and redoemendations within the respenaibiity ot
thé Aly Force made in the pubject reporxt.

Fe consur with the findings and with recommendation Ja. We
plan to work with AFESC and AMC to z&vise, terxsminate, or issua naw
intéragency agrsementa where appropriate snd tc ratify or
terminate active ozders with DOX and other fedscal agencies not
properly authorized by DOR contracting officers. We will only
Approve intsragancy orxders if there is a asvinga in offlowding tha
¢contracting xasponsibility to another faederal agancy.

Re concur with the intent of rscommendation 3b, ¥Ne will rely
on indlvidual activity commanders to initiste dimciplinazy a¢tion
on those who knowingly exceedsd theiz autheority and wiolated the
Bconopy Act, the Broaka Act of 1965, the Coopetition in
Contracting Act, year-end agending reatricticns, and othex laws
and regulations by piscing wnasutherized interisgency procuxement of
goods and s&rvices vith another Fadsral agency.

Section D of the raport recommand: =4 issua guidance to
ramind commands and fiald activities the Xconomy At is the
corzact legel authority fox placing interagency procurementa. We
concur with this regommandation and will lsaue policy to correct
this finding.

() (6)

DANIGL S RAK
Doty Asaistant Secratary
{ Acxwielingy

10%






DEFTENSE LOGISTICS AGENCY COMMENTS

OEFENSE LOGISTICS ABENCY 3
HRAOGUARTENRS ‘

CAMERQON SEATION 3

ALEXANDRIA, VIRGINIA I3 204~8]00

DLA-CT 1 € SEp w3

MEMORANDUE POR ASSISTANT INSPECTOR GENERAL FPOR AUDITING,
DEPAATMENT OF DEFENSE

SURJBCT: Draft Audit Report on the ARllegations of Improprimties
Involving Dol Acquisition of Sexrvices Thxough tha
Dapartmeont of Bnecgy {Projact No, IiCH-0DR33)

This i8 the response ta your 10 Jur 33 réquest. Majior General
Charlas ®. Renry, Deputy Pirector {Acquisition Napagement), Defonse
Loginstice Agency, approved thase posltions.

3 Encl
[ triefly Internal Review Divialon
Officeé of Comptrolley

cct

DEA=L,

DLA-P
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{(cont’d)

TYPS OF REPERT) AUOIT DATR Of POSITIONs 1 6SEP 1902
PURPOSE OF TNPUT: INITIAL PFOSITION

AUDIT TITLE AND NOx Draft Audit Report on the Allegations of Improprietiee
Invelving DoD Acquisition of Services Through the
Dopestwent of Energy (Project No. 1CH-0011)

FINDING A: Usa of Intersgency Agroeamonts and Orders. Nob program officials
placed i{nteragency orders with the taboratory at Cak Rldge without obtaining
prior approval from 4 DOD contracting official, aa requirad by ihe PAR and
DPARS. DoD progrem #fficials also used intecagescy orders to procure
autcmated data processing {ADF) rosources thus circumventing the Brocks Aet
of 1965, United States Coda, title #0, section 759 (the Brocks Act), and
personal services thuo circumventing Civil Service hiring practices. Zhese
conditiona ocourred boecausa DoD progrem officlals did not use the avatlabla
oxpertise of DOD contxacting officexs. 1n addition, the Military
pepartments did not adoqmr.elg sitrengthen controls oOver ilateragency
agyeaments and orxders aftsr the iesuance ©f cur prior audlit reports on
xnteragenc{ amt;uiaitions throughk the Library of Congress and DoE.
Consequently, for tho sample of 196 interagency oxders velued st 3%72.1
®million, wa antimate that Cob program officials paid approximatsly S1L.&
mililon i{n additional coste¢ by gulng thfough tha lLaboxatory to have tha work

viormed. Append(x b provides a breakxdown, by project, of estimated
additional costs.

DLA COMMENTS¢ Concur, Greater oversight is nocded to unsure all
provisions of raguiatary guidances axs fulfilled, properly justified and
approved hafore the Oepartwont of NDafense securos support froa a civil
Department to accompiish its alsaion,

TNTBRRAL MANAGUKENT CONIROL WEARNESSES:
( § HNonconcur. (Raticnale must be documented and maintained with
your copy of tha response. )
{xj Councur; however, waeaknese¢ ie not considered material. ({Ratisnale
munt be documented and maintained with your copy of the reaponse.)
{ ) Concur; weakness ia mAtarial and will be reportsd tn the DLA
Annnal Statement ot Assurance.

®) (6)

ACTION QFFICER

nAR DRUTRW/ADE

COORDINATION

PLA APPROV 33

CHARLES R. §
Maior Genersl,
Deputy Olree

tAcouisition gacl
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DEFENSE LOGISTICS AGENCY COMMENTE (contfd)

TYFE OF REFORT: AUDIT DATE OF POSITION: { § SEF B2
PURPOSE OF INPUT: INITIAL F@SITION

AUDIT TITLE AMD B0t Draft Audit Report on the Allegaticne of Impropriaties
Involving Dol Acgquiaition of Sexrvices Through the
Dopartmunt af fSnargy {Prolect Ko. 1CH.0033}

RECOMMENDATION A.2.a.{l}: Wa recsmmend that thae Service Acquislition
Bxacutivaa and the Director, Defenars Ipi;llth. Agency, cequira the
contracting office at wuberdinate activitiaes to revisw active interagency
agreements between tha activitiss that it asupports and nther Federal
Agenclas for caaplisnce with the Ecorosy Act and implementing requlations,
and revise, tarminate, or issum now Interagency agreewents whera
approprlate. I ths non-DoD contracting agency is not capable of
adequately adminlstering existing contracts, the contracting cffice should
request that tha contraces ba tranaferred ro the Dmpartment of Defense for
administration,

DLA COMNENTS: Partially concur, We sgree with the intent of the
recommandation, We disagiees with the assiqnment of rasponsibility Lo the
contracting cffice. Placing contracting oglicu in the singular or primary
rele of evaluaring Interagency Agreements (IAs) and revieing or terminating
them i8 & naw reapongibillty for which they lack authority and expertlda,
Contracting officoa do sometimes {and should continue to) review IAas for cthe
purposa af amseasing thalr contractual aspects (compliance with the FAR,
atc,); but are, rightfully, nat dalled upon to address such issues as
financing, program management, technical considerations, r&aAource
utilization and miazion offactiveness. The basic document i¥ an Interagency
Agreament for support whether support in services Lz pericrmed by government
or contractor personnel. This document is not prﬁﬁd hg 4 contracting
office. Interagency Agrcomonts are covered undar 1 4000.12 Dafanna
Regionel Intarmarvica Sypport (DAIS) snd the DLA DMlrectorate reeponsible for
ita implementation i2 Flans and Folicy {DLA-L)}. Umfortunately DoDI 4000.19
in deficient and does not cover policy for dealing with civil agenciss.

With respect to evaluating Contract Adainlatratioa Sexvices {CAS}
capabliitise and determining whather civilian ageacy or DoD showld porfarw
these duties, OLA believas this i8 a policy and planning daclsion ta be made
In conjunction with agtsbllahing an Interageancy Agresoent.

DISPOSTTTIONY
{ } Acticn ia ongolng., PBetisated Complotion Data:
{x} Action ia coneidered cowplote.

INTERRAL MAHAGEMENT COMTRCL WEARNESAES: .
{ )} Monconcur. (Rationala must be docysanted and maintainad with
your copy of the nsponu.z
{x} Concur; however, weakness ip» not conaldered material. (Rationale
muat be docunented and maintained with your copy of the response.)
{ } Concur; weakness is mataerial and will bHé reported in the DLA
Annual Statemant of Assuranca,

MONETARY BENEFITS: None
DLA COMMERTS: WM/A

Euel 2
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DEFENSE 1LOGISTICS AGENCY COMMENTS (cont‘ad)

ESTIMATED REALIZATION DATR: N/A
AMOUNT REALIZED: N/A ,
DATR RERNEPITS REALIZED: N/A

ACTION OFFICER.
PSE REVIEW/APPH

COOREINATION:
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DEFENGBE LOGIBTICE AGERCY COMKENTE (cont’d)

TYPEK OF REFORT: AUDIT DATE OP POSITION: g ¢oge WX
PURPOSK OF INPUT: INITIAL FOSITION

AUDIT TITLE AND NO1 Draft Audi{t Report on the Allegaticns of Inpzopriatiag
Involviag DoD Acquisition of Saxvices Through fhe
Dapaxtment of Bnergy (Project W». 1CH-0031)

ABCYMEENDATION A.3.8.(2)t We recommend that the Saervice tiattion
Basoubivens and ths Director, Delense Logistics Agaency, roquire the
contracting offica at subordinats activitise to zatify ox terminate active
interagancy orders with the Dapartment of Energy é&nd other Faderal Agencles
that wors not propecly authoriszed by Dob contractiag officexs,

DLA COMMENTS: Mot applicable to DLA. Intexagency oiwdexs placed after 1930
have been properly appruved in accordanca with the DOS IG's previvus audit
roport of June 1§90, Subordinate activitied have B0 suthority to enter (nto
any {nteragonoy agresments with &ivil agencies fox the ¢ of centractor
support under ewdit. DLA policy lattersm 26 September 1950 and 7 fFadbruary
1992 authozrized approval only by the Rsslstant Director, Office of Policy
and Plane, in DLA HAeadquarters. Ro active interagency vrders ara
unauthorized.

BISPOSITIWN!
Action ie ongoing. Batimated Completion Deta:
2) action is conslidered cosplete.

INTERNAL MARAGEMENT CONTROL WEAKNESSES ¢
{ } MNonconcur. {Raticnale must be docuomanted and maintained with
your copy Of the red nn.z )

j Concur; howevar, weaknass is not considered misterial, (Rationelae
mast be documsnted snd mainteined with your copy of the rasponss,)

) Concury weakeess 8 matavial and will be repoxted in the pLa
Anpual Statemont of Apsurance,

¥ONETARY BRENRPITS: Hone
DLA COMMENTS: N/A
ESTIMATED REALIZATION DATE: H/A
ANOUNT REALISED: WA
UATE BENBFITS REALISED: N/A
®) (6)
ACTION CPPICE i
PSE REVIEW/AP

COORDINATIONS

BLA ARPROVISrs

m&“" [ri—— Bl 3

111



DEFENGSE LOGISTICS AGENCY COMMENTE {(cont’d)

TYPE OF REPORT: AUDIT DATE OF POSITION: 1 §5EF W92
PURPOSE OF INPUT: INITIAL POSITIOR

AUDIT TITLE AND NO: Droft Audit Report on the Allegations of Inprepriotiss
Invalving DoD Acquiaition of Servicesa Through the
Doapartment of Enerqgy {Preject RO, 1CH-~0013)

RECOMMENDATION A,3}.a.{3)t Wa racommend that the Sarvice Acquisitlen
Exacutives and the Dlrectnr, Dafenmd Loglmticm Agency, requirae tha
contracting office at subordinata activities vo Approva intaragascy ordars
only 1f DoD roflised a mavinge in offlcadlng the contracting reepomsibility
to angthar Fedapal Agency-

DLA COMMENTS: dLoncur. HRowever, in oyder tg eatablish uniform procedures
and controls, wa bel{eve DLA implementation should ba dafsrrad uncll che
Department {via the Defensc Acguisition Regulato (DAR) council} processes
DAR casé $2-DD0B, Orders Under the Econowy ACE, ich wonld {1} require DoD
components to use only tha DD form 448, Military Intaxdepartmental Purchase
Request {MIPR) to place ordars under tha Bconomy Aoty (2) modify tha DD Porw
449 to add a signaturd block for the cognhisant contracting officer; aad

{3) amend the Defense Podaral Acquisftion Regulatory Suppliement [DFARS) at
Subparagraph 217.50 to indicats that ¢he conkracting afficer 1is to eign an
avarlay statemant on the DD form 448, i.a., *This interngency orxder is
issved under the authority of the Bconomy Act of 1931, 31 y.5.C. 1835 and
adhares to Pedaral Acquisition fegulacions. It is in the Govarnment‘’s bost
Intarest te place the order for the abova-dascribed supplies/mervices.” DLA
is prepared to implement the ravieed DFARS/MIPR coverags within 30 calendarx
days frea the effectiva date of its issuance. In cthe Inearim, DLA will
continue to require lts auboxrdinata activitias to adhare to DLA-L Policy
Letter 92-1, Usa of interagancy Agreaments with Fedoral Agencies, 7 Peb 52,
that reguiraes 8ll orders placaed under interagency agreements tO which DLA 1w
a paorty, to be roviewed by tha Office of Policy and Plans for EBoonomy Act
coopliance {Attached}. We reallze the policy latter hasm Riplred; we will
netlfy asubordlnate activitiee to continue to adhere to thls policy untll
guidance on DD Porm 448 is out.

DISPOSITIOR:
{x) Action iam ongoing. Ratimated Completiom Date: 30 days froom
ipsuange of DoOD rvegulatory coverage.
{ ) Action ip considered complets.

INTERNAL MAHAGPMENT CONTROL WEAENWESSES: .
{ } Nonconcur. (RationaAle puat be docusanted and maintained with
your copy of tha res nu.l
{x} Concur; ver, weakness is not considered materlal. {Ratiocnala
must be documented and maintained with your copy of the remsponse. |
{ } Concury weakness im matarial and will be reported in the DLA
Annual Statament of ABmsurance.

MONBTARY BEMEFITS: MXone

OLA COMMERTS: KA

ESTIMATED RBALIZATIOR DATB: N/A
AMOUNT? REALIZBRD: N/A

Eocl &
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{IMENT8 (cont’d)

DATE BENEFITS REALIZED:
®) (6)

ACTIOR OFFICER!t
PSE REVIPW/ARPR

COORDINATION

DLA APTHR

N/A
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DEFENSE. LOGISTICE AGENCY COMMENTS (cont’d)

L
e T

DEFENSE LOGISTICS AGENCY
HMEADQUARTERS
CAMERON S TATION
ALERAMDMIA, VIRGINGS 21304-¢140

1
¥

ol
0) (6) - fyy W
DI‘A-L _ ¥Y

SUBJECT: DLA-L Poligy Letten 23-1, Uze ¢f Intaragency Agceewments
with Fedarai Afoncies

TO: Commanderi 2f CL&A Primary Léval Flald Rotivities
Reads of RO DLX Prancipal Steflf Klemsnts

1. Thias latter i1z directive in natyra and sxpires with Ingorpos

rat:on of Lhé policier and guidslines 1o o DLA regulation ar 1 Juna
1992 whichever is eafrlier.

2. ‘The Ditector’'e palicy letter of 20 Septamber (990 (enclosure 1)
estadlighed gulldelines 24» dealing with c¢ivil aganciea tor the
purposfe of having work done by a pprivats concern under acntract te
that agency. The Dob Inspecion Reneval (Dol IQ) sm auditing Dob
inveragancy sgresment® with the Tannesaee Valley Authacity for
cempliance wish Federal and NoD regulations. They have already
tound a considsradie number of orders by other Dol acamponants faon
wirR placed with TVA convrsctors whioh ware neathes proparly
authori2sd nor met the peguivements of the Ezanomy ASt 4r the
Fadarai Scguisition Regulation, Thix i3 » resindes that all
agresndnts with non-DoD agenvies for support furnished by a private
concernt under contragt wWith that agency must be cartifisd ibat usas
of the agreement, and eny ordeig riscsd undéx that sgrysment, 18 in
thae bHast intéreal of Governmant and must he apapoved dy the
Axsieiant Diracrer, Polioy and ®lanz. For Clarification, sech
action placad under any agreément, o Lhyough ansthez Do
oomponInt‘s egreemant, conmtitutes a4 “contractual arrangamant®, in
the eyes of the Dol I3 for the supply of goods and/o? rarvices and
wust by pracured in macordance with the FAR, DaD regulations, and
the Becnomy AQt. A copy of tha Under Jecretary of Defansa far
Acquigition’e mmeorandus on this EuUBJest 13 provided al baakground
(anclosure 3). The availabilstsy of funde doam not. 1% and of
ttaelf, constitute Suthorization to transfar op convey those funds
to & non~De¥ xgency (o above mald purpozas.

() (6
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DEFENSE LOGIBTICE AGENCY COMMENTS {(cont’d)

PURPOSE OF INPUT: [M{TIAL POSITION DATE OF POSITION: 1 6SEP W%

AUDIT TITLE AND NO: Oraft Audit Report on the Allegations of Improprieties
Involving Dol Acquisition of Services Through the
Dcpartment of Energy (Project No. 1CH-0033)

RECOMMENDATION A.3.b: We recommend that the Service Acquisition Executives
and the Director, Defense Log;stlcs Agency, dimKHne program officials who
knowingly exceeded thefr authority and violated the Economy Act, the Brooks
Act of 1965 the Competition in Contracting Act, {ear-md spending
restrictions, and other laws and regulations by placing unauthorized
interagency orders with another Federal AQency.

LA COMMENTS: Concur with the intent of the recommendation. Oversight
controls are in place now to prevent any occurrence of a program official
making any agreemnt with a civi] agenci for contractor support without the
proper justificat{en and aggroval. Although cur Policy Letter 92-1 is
uglred, we will notify subordinate activities to continu¢ to adhere to the
policy until guidance on DD form 448 {s ocut. Pragram officlals in the past
were complying with the requirowents of the miclng agency. Should 050
concur with the DoD 16's recommendations and should the DD Forw 448 be the
transfer document for funds with provision for an approval block, we foresce
no reasor for violations to occur in the future. If they do. we will take
corrective actions to include dfsciplinary actions as appropriate.

DISPOSITION:
ng Action is ongofng. Est{meted Coapletion Date: 31 Oct 92
Action {s considered complete,

INTERNAL MANAGEMENT CONTROL WEAKNESSES:
( ) Honconcur, (Ratfonale must be documented and maintained with
your copy of the re:ronse.)
{x) Concur; however, weakness is not considered material. (Rationale
sust be documented and maintained with youe copy of the response.)
{ ) Concur; weakness is material and will be reported in the DLA
Annual Statement of Assurance.

HONETARY BENEFITS: None

OLA COMENTS: N/A

ESTIMATED REALIZATION DATE: N/A
AMOUNT REALIZED: /A

OATE BENEFETS REALIZED: N/A

ACTION OFFICER OIO)]
PSE REVIEW/APP

COORDINATION:

(Acquisiton Management

Enrd Lo 5,
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