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January 21, 1993 

MEMORANDUM FOR DIRECTOR OF DEFENSE PROCUREMENT 
ASSISTANT SECRETAR� OF DEFENSE (PRODCCTION AND 

LOGISTICS) 
COMPTROLLER OF THE D�PARTMENT OF DEFENSE 
ASSISTANT SECRETARY OF THE NAVY (FINANCIAL 

MANACEMENT) 
ASSISTANT SECRETARY OF THE AIR FORCE {FINANCIAL 

MANAGEMENT AND COMPTROLLER) 
INSPECTOR GENERAL 1 OE�ARTMENT OF THE AR�Y 
DIRECTOR, DEFENSE LOGISTICS AGENCY 

StB�ECT: Audit Report on the Allegations of Improprieties 
Involving Dao Acquisition of Services Through the 
Department of Energy (B�port No, 93-042)

We gre providing this final report tor your information and 
usa. Th� audit was made in response to a DoD Hotline complaint. 
It addresses alleged impropriAtieR in the Acquisition of services 
by DoD activities through the Dep;;trtment of Energy work�for­
Others Program at the Oak Ridge Field Of!ice, Ouk Ridge, 
Tennessee. Management comments on a draft of this report were 
con�idered in preparing the final report. The complete text of 
the comments is in Part IV of this report. The Office of the 
Inspector General, Department of Energy, comments to a draft 
report were also considered in preparing the final report. 

OoD Directive 7650.3 requires that audit recommendations be 
resolved promptly. Therefore, the As5istant Secretary of Defense 
(Production and Logistics); the Director of Defense Procurement; 
the Comptroller of the Department of Defense; the Director, 
Uefense Logistics Agency; and the Army; Navy; and Air Force must 
provide finill comments on the unresolved recommendations by 
March 22, 1993. See the "Response RequiremAnts P�r 
Recommendation" section at th8 end of each finding for the 
unresolvRd recommendations and the 5peoific requirements for your 
comments. 

As required by DoD Directive 7650.J, the comments must 
indicate concurrence or nonconcurrence in the findihg and each 
recommendation addressed to you. If you concur, describ� the 
corrective actions taken or planned, the completion dates for 
actions already taken; and the estirnat@d dates for completion of 
planned actions. If you nonconcur, you must stat� your specific 
reasons for each nonconcurrence. If appropriate, you may propose 
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alternative methods for ilCCOTllplishing desired improvements. 
Recommendations are subject to resolution in accordance with DoD 
Directive 7650.3 in the event o.f nonconc:,urrence or failure to 
comment. We also ask that yotn· comments indicate concurrence or 
nonconcurrence with the internal control weaknesses highlighted 
in Part I. 

The courtesies extended to the audit staff are appreciated. 
have on this audit, please contact 

Proi: ram Director, . at (703) 692-­
' ProJect Manager,� 

a p anned distribution of this 

cc: 
Secretary of the Army 
Secretary of the Navy 
Secretary of the Air Force 
un.der Secretary of Defense for Acquisition 
Director, Defense Finance and Accounting Service 
Deputy Assistant Secretary of Defense 

(Information systems) 
Director, Defense Acquisition Regulations Council 
Inspector General, Department of Energy 

Ed-war R. Johes 
Deputy As�istant inspector 

General for Auditing 
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Office of the Inspector General, DoO 

�udit Report No, 93-042 
(Project No. lCH-0033) 

January 21, 1993 

ALLEGATIONS OF IMPROPRIETIES IllVOLVING DOD ACQUISITION OF 
SERVICES THROUGH THE DEPARTMENT OF ENERGY 

EXECUTIVE SUMMARY

Introduction. The Department of Energy (DoE) performs work tor

DoD on a reimbursable basis through its Work-tor-others Program. 
From May 1990 through October 1991, DoD procured about 
$323,9 million of �ervices through lhe DoE Oak Ridge Field Office 
under the Work-for-Others Program. This audit evaluated work 
performed for DoD under the work-for-others Program 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 DoE Oak Ridge 
Field Office. 

Objectives. The audit objectives were to examine DoD Hotline 
allegation$ of improprieties �n DoD acquisitions through the 
Work-for-Others Program at Oak Ridge; to follow up on 
recommendations made in the ore., DoD, Report No. 90-085, "DoD 
Hotline Allegation of Irregularities in 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 MiUtary Departments did not adequately strengthen 
controls over the use of interagency agreements after we issued 
our June 1990 audit report on interagency acquisitions through 
the DoE. 

o For the sample of 196 Economy Act orders, DoD paid about
$11.6 million in additional costs by placing Economy 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 DoD 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 DOD to the DoE Oak Ridge Field 
Offlce to ensure adequate contract administration and to ensure 
that deliverables met requirements, that costs were reasonable, 
that vouchers totaling $78.1 million were accurate, or that the 
best interests of DoD were protected (Finding B). 

o DoD management intormatfnn systems could not identify the
number, value, issuing activity, or recipient of Economy /let 



orders. 

and other Government agencies using Economy Act orders 
(Finding C) •

As a result, DoD managers wer<:i unaware that during 
FYs 1990 and 1991 more than $6.3 billion of DoD funds was sent to 
DoE 

o DoD activities inappropriately cited the Project Order
Act as the legal authority for issuing Economy Act orders valued 
at $17 .9 million to the DoE oak Ridgs Fi@ld Office. These 
inappropriate cites resulted in the recording of improper 
obligations in DoD financial records (Finding D). 

Internal controls. Internal controls eith er did not e:i.:ist 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. See Part I for the internal control� 
reviewed, an d Findings A, B, and C in Part II for details on the 
weaknesses. 

Potenti41 Benefits of Audit. The DoD can realize monetary 
benefits by using DoD procurement offices instead of improperly 
authorized Economy Act orders, and by properly managing the 
orders that ar"" issued. However, these potential benefits could 
not be quantified (Appendix I), 

summary of Reeol1l!llendations. We recommended that DoD establish 
criteria and specify details to include in interagency 
agreements, establish internal controls to ensure adegu�te 
administration of DoD Economy Act orders, and establish a system 
for tracking DoD procurements that use Economy Act orders. We 
added a recommendation to the final report to establish a central 
point within DoD to oversee policy and administration of 
interagency acquisition. 

Management comments. The Director of Defense Procurement 
nonconcurred with the need for an information system to track 
inteTagency acquisitions under the Economy Act, but will address 
the need for a contracting officer's approval of inter agency 
agreements and Economy Act orders through the Defense Acquisition 
Regulation Council. The Military Departments and Defense 
Logistics Agency generally agreed to initiate disciplinary 
actions whe.re appropriate for improper use of Economy Act orders, 
and agreed that interagency agreements and re.lated 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 issue guidance 
on the use of project orders. The full discussion of the 
re.spans i veness of management comments is in Part II and the 
complete text of management comments is in Part IV of the report. 
Additional comments are requested by March 22, 1993, 
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PART l - IN'l:RODUCTIQN 

Background 

Work-tor-Others Program. The DBpartm.,r,t of Energy (DoEJ 
performs 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.

'l'he Economy Act authoi·izes an agency to 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 
Govsrnment to do so, and that the support services cannot be 
provided as conveniently or cheaply by contracting with the 
private sector. DoD activities place orders with OoE by 
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 ,;ervices through the DoE Oak Ridge Fi.eld Office is shown 
in Appendix A. 

The Work-for-Others Program provides other Federal agencies 
access to the special research capabilities and resources of the 
22 DoE national laboratories, which were identified by the Office 
of Federal Procurement Policy Letter 84-1, "Federally Funded 
Research and Development Centers." DoE benefits from the Work­
for-Others Program through better and moz·e continuous use of its 
facilities and personnel. 

In F'i 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 OoE has made significant 
progress over the past several years to ensure the Work-for­
or.hers Program is properly overseen and controlled through new 
policy requirements and initiatives. Policy improvements include 
establishing minimum information requirements for the review, 
acceptance, and monitoring of Work-for-Others; requiring 
sponsoring agencies to provide DoE a statement to demonstrate 
that DoE does not compete with the private sector; requiring a 
DoE 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, Doi in the Work-for-Others process for 
intelligence-related projects. Improvement initiatives include 
developing a Work-for-Others brochure, preparing an annual Work­
for-Others Program summary report, and holding regular meetings 
between DoE and contractor personnel to discuss concerns. 

DoB 011.k Ridge Field Office rE:;pon,iibilit;i.ts. DoE performs 
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 Office, Oak Ridge, 
Tennessee, oversees five contractor-operated laboratories 



including the Oak Ridge National Laboratory and the Central 
Laboratory, both operated by Martin Marietta Energy systems, and 
the Oak Ridge Associated Universities (ORAU). Martin Marietta, 
the management and operating contractor, works for DoD activities 
through its Hazardous Waste Remedial 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 technology 
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 about 
$725 million in FY 1980 to about $2 billion in FY 1991. Prom 
May 1990 through October 1991, DoD activ.lties procured work 
costing about $323,9 million through the DoE Oak Ridge Field 
Office facilities. In recent years, the work undertaken by the 
DoE Oak Ridge Field Office for other Federal agencies has grown 
to approximately 20 percent of the total budget of the field 
office and accounts for an increasing proportion of the field 
office overall research and development efforts. 

Objactivas 

The OIG, DoD, received Hotline allegations contending that DoD 
activities used the DoE Work-for-ott,ers Program at the DoE Oak 
Ridge Field Office to circumvent the procurement process, 
personnel ceilings, and salary restrictions; paid excessive costs 
and rece.l ved no tangible products for work subcontr<.1cted out by 
Martin Marietta; and obtained support services that did not 
require the unique capabilities of the DoE Oak Ridge Field 
Office. 

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 Oak Ridge Field Office; 

o follow up on recommendations in DIG, DoD, Report 
No. 90-085 1 ttDoD Hotline Allegation of Irregularities in DoD 
Contractual Arrangements with the DGpartment of Energy," June 19 1 

1990 {see Prior Audit Coverage); and 

o evaluate the effectiveness of applicable internal 
controls. 

our audit was a cooperative effort with the DIG, DoE, and its 
Eastern Regional Audit Office at Oak Ridge, Tennessee. 'l'he 
0IG

1 
DoE, limited its audit work to examining the administration 
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of contract$ awarded through the Work-for-Others Program to firms 
under the Small Business .Administration 8 (a) Program by the boE 
Oak Ridge field Office and Martin Marietta. 

Scope 

selt:?Jcttd aomblt And uniyer;:,e. we evaluated 9 interagency 
agreements and 196 related MIPRs, project orders, and other 
ordering documents (referred to as �conomy Act orders) issued to 
the DoE oak Ridge F.'ield Office by t:.he Military Departments and 
the Defense Logistics Agency, valued at $97.l m5.llion. The 
9 interagency agreements were judgmentally select-ed from a 
universe of 41 that had rninority contr�ctors under the s·mall 
l:Jusiness Administration a {a} Program performing work as 
subcontractors. to Martin Marietta. We established the universe 
and selected the sample in conjunction with the o:rG, DOE. The 
196 Economy Act orders in our sample were issued by 8 DoD 
activities for 33 separate projects. Except for the 
3 projects specifically identified in the a1leqation letter, all 
the projects had Economy Act orders that. were. issued to th� Oak 
Ridge Field Office after DoD-wide guidance was issued on 
May 10, 1990. on that date., th@ Principal Deputy Assistant 
Secretary of Defense (Pr,;iduction and Logistics) issued a 
memorandum directing the Military Departments and the Defense 
Logistics Agency to ensure that all future interagency 
acquisitions were properly authorized (Appendix B). The 
$97.1 million for the 196 Economy Act orders accounted for 
approximately 36 percent of the total dollars ($266.8 million) on 
or·ders that were is$Ued under the 9 interagancy agreements 
reviewed. see the following summary. 

summ,u·y of I.l'lteragency Agreements Reviewed 

Number of 
Inter agency 
Agreementi;; 

Number 
of 

p;rgjeots 

Numbe.1· 

Qf 
O�ders 

DOD 
Activity 

Dollar Value 
of Projects 

Army 5 11 45 $21,348,451 
Navy l 7 60 40,990,822 

Air Force 2 14 89 34,024,450 
DLA l __ 1 _z 750,000 

Total 9 19!1 �27,113,723 
= =-JJ 

For each ordering document, we examined justifications for the 
�con my Act? orders, statements of work, progress reports, 
invoices, vouchers, and related correspondence for FYs 1990 and 
1991. We interviewed officials at the Office of the Director of 
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Defense Procurement I and at the headquarter" of each Mi 1 i tary 
Department and the. Army Materiel Command. We also interviewed 
DoD personnel from program, contracting, legal, and finance and 
accounting offices, as well as competition advocntes and small 
business advocates at each audit site we visited. In addition, 
we performed work at the DoE Oak Ridge Field Office in 
cooperation with the OIG, DoE. 

Availability of computerized d�ta. No computerized data 
were available within DoD on interagency agreements and Economy 
Act orders with the DoE Oak Ridge Field Office. We obtained 
computerized data from DoE; how,wer, the data did not adequate.ly 
correspond to data obtained from the individual DoD activities 
where we performed work, and therefore was not used. 

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

Internal controls 

We reviewed the implementation of the Federal Managers' Financial 
Integrity Act as it related to our audit scope. our internal 
control review determined whether the DoD activities complied 
with the Economy l\ct, th;; Federal Acquisition Regulation (FAR), 
and the Defense Federal Acquisition Regulation supplement 
(DFARS). The audit identified material internal control 
weaknesses as defined by Public Law 97-255, Office of Management 
and Budget circular No. A-12 3, 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 progr,im officials did not comply 
with established policy requiring ooD contractin9 officials to 
approve all Economy Act orders for services and items procttred 
through the DoE Oak Ridge Field Office (Finding A). 

With the exception of the Defense Logistics l\gency, we also found 
that corrective actions were not implemented on deficiencies 
reported in the two prior OJG, DoD, audit rep or ts: Report 
No. 9D-OB5, "DoD Hotline Allegation of Irregularities in DoD 
Contractual Arrangements With the Department of Energy," June 19, 
199D, and Report No. 90-034, "Contracting Through Interagency 
Agreements with the Library of congress," February 9, 1990 1 

we attribute these conditions to a lack of 
management emphasis
(Appendix C). 

 by the Military Departments on implementing 
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control procedures. Compliance with FAR and DFARS procedures for 
interagency acquisitions should have prevented the deficiencies 
di6CU6Sed in this report. 

In the DoD FY 1991 Annual Statement of Assurance, the Army and 
Navy identified inappropriate offloading of contract requirements 
as a material weakness. The Army and Navy target to correct this 
weakness was FY 1992. The Air Force identified inappropriate 
off loading of requirements as a material weaknsss and reported 
the weakness corrected in FY 1990 through changes to policy and 
regulations. We determined, however, that problems still exists 
within each of the Military Departments. Recommendations A.1.a., 
A.Lb., A.3.a.(2), A,4, 1 B, and c. if implemented will correct
these weaknesses. We believe noo can realize monetary benefits 
by tightening controls over the issuance of interagency 
agreements and orders to the DoE Oak 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 Oak Ridge Field Office with the cost of 
procuring through the private sector. A copy of this report will 
be provi.ded to the senior official responsible for internal 
controls within the Military Departnents and Defense Logistics 
Agency. 

Prior Audit coverage 

Tho Offices of the Inspectors General, DoO and DoE, the General 
Accounting Office, and the Army Audit Agency have issued 11 audit 
reports since 1988 that address the need for improved controls 
over contract offloading to DOE and other Federal agencie�. 
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 Iqterest 

The October 1990 Hotline complaint to the OIG, ooo, cited a 
series of allegations regarding DoD-funded projects procured 
through the work-for-others Program at the DoE oak Ridge Field 
Office. The following summarizes each of these allegations and 
indicates whether they were substantiated based on audit work we 
performed. 

�)legation. DoE and Martin Marietta used minority firms 
under the Small Business Administratlon 8 (a) Program to funnel 
work to subcontractors targeted by the DoD requesting activity. 

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



command (MICOM) desired to continue the services of Management 
Technology Associates, Incorporated (MTA), a contractor 
performing work under an expiring contract. MTA informed the 
Maintenance Division of the existing interagency agreement 
between MICOM and DoE, and the Maintenance Division issued 
Economy Act orders totaling ;;741, 148 to retain the services of 
MTA. 

Allegation, DoD incurred excessive costs to obtain services 
through DoE and received no tangible products for costs incurred. 

1\udi,J;; reBult. While we di.d not perform sufficient work to 
determine that costs were excessive, we determined that DoD 
activities paid 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 J or 4 tiers of indirect 
costs for administering the projects. The additional indirect 
costs provided no tangible benefit for costs incurred 
(Finding A). The preferred method for obtaining the services ls 
for the DolJ activity to issue direct contracts to the 
subcontra.ctors. 

Allegation. DSRD used the Work-for-Others Program and Small 
Business Administrati.on S(a) firms to help DoD circumvent 
personnel and salary ceilings. 

Audit rasult. We did not identify examples where Economy 
Act orders were used to circumvent personnel or salary c.;ilings. 
We did, however, identify two DoD activi r.i.es that issued Economy 
Act orders to DoE because of a lack of in-house personnel to 
oversee and administer projects. For example, the Naval 
Facilities and Engineering Command (NAVFAC) issued nine Economy 
Act orders for $7. J million to HAZWRAP to identify and assess 
ha�ardous waste disposal and spill areas at the Naval Shipyard, 
Mare Island, California. NAVFAC used DoE because of a shortage 
of staff in the contracting office to oversee the project. 
HAZWRAP subcontracted more than 90 percent of the work and 
charged NAVFAC .$545,000 for project. management. 

Also, the Air Force Engineering and Services center (AFESC) 
issued Economy Act orders totaling $490,076 to obtain personnel 
for research positions from ORAU because program officials 
bslieved that the needed expertise was not available in-house, 
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, if any, special and unique 
capabilities. 
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Au�it result. The DIG, OoE, stated 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 methodologies and 
technologies in support of DOE and other Government agencies. 
The OIG, DoE, f,'1.n:ther 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 S79.8 million, to both DSRD and 
H/\ZWRAP for work that was not uniqu". 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 
c1ctivities were awl!lre that the services were available in the 
privat" $ector, but for ease of obtaining the services and for 
expe.diency, chose to use Economy Act ord,,n, to DoE. (Finding A). 
To put the allegation and audit results in perspective, the tiers 
of subcontractors did receive competitive awards from 0SRD. We 
could not estimate if and how many subcontract tiers and related 
indirect costs would have existed if DnD c1ctivities had 
contracted directly for the services obtained through OoE. 
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A, USE OF INTER.AGENCY AGREEMENTS AND ORDERS 

.!'ART II :: .... XJ:!IDINGS AND RECOMMENDATIONS

DoD program officials circumvented normal procurement ch,mnels 
and placed Economy Act orders with the DoE facilities at Oak 
Ridge without obtaining the assistance of a D<'lD ct'lntractlnq 
official, as required by FAR subpart 17. 5, "Interagency 
Acquisitions Under the Economy Act.'' DoD program officials also 
used Econoltly Act orders to procure automated data processing 
(ADP) resources, thus circumventing the Brooks Act of 1965, 
40 u.s.c. 759 (the Brooks Act), and personal services, thus 
circumventing Civil Service hiring practices. These conditions 
occurred because DoD program officials did not use the available 
expertise of DOD contracting officers. In addition, the Military 
Departments did not adequately strengthen C<'lntrols over 
inter agency agreements and orders after OIG, DoD, audit reports 
were issued on interagency acquisitions through the Library of 
congress and DoE. Consequently, for the sample of 196 Economy 
Act orders, valued at $97 .1 million (Appendix D), we estimate 
that DoD program officials paid approximately $11. 6 million in 
additional costs by going through the DoE Oak Ridge Field Office 
to have the work performed. Appendix E provides a breakdown, by 
project, of estimated additional costs. 

DISCUSSION OF DETAIL�

Background 

We selected 196 Economy Act orders valued at $97 .1 million that 
were issued by noo activities under the g 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) requested the Military 
Departments and the Defense Logistics Agency to strengthen 
controls over interagency acquisitions. 

Authorization of Interagenoy Agreements 

non contracting officers did not participate in preparing, 
reviewing, or approving the 9 interagency agreements we examined 
(either before or after they were issued), or in preparing the 
written determinations required by tho Economy Act and the FAR 
for 1sg of the 196 Economy Act orders review€d. The DoD 
activities that issued the unauthorized Economy Act orders to DoE 
are identified in Ap1?endix 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. 
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stating that procurement of 
the services through Economy Act orders to DoE was in the best 
interest of the Government and th" orders were reviewed and 
approved 

MAC prepared a written determination 

by a DoD contracting officer prior to issuance. 

The Economy Act, as implemented by FAR subpart 17.5 requires 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 Government, and 
that the contracting officer has the determination in hand prior 
to placing the orders. The DFARS subpart 217.5, "Interagency 
Acquisitions Under the Economy Act," states that a DoD 
contracting officer is designated to make the determination 
required by FAR subpart 1 7, 5. The FAR and DFARS requirements 
ensure that the expert knowledge of DOD contracting officers is 
fully utilized in determining that it is in the best interest or

DoD to obtain required supplies or services through an Economy 
Act order, rather than through a regular solicitation 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 agreemente, or 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 inter agency agreements. Rationale cited 
to us by DoD officials 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 we,e not "contractual actions";
the,efore, review by a contracting officer was not required; 

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

o approval by a contracting officer would have delayed
issuance of the Economy Act order, or the program office did not 
want to "overtax" contract personnel; and 

o DoE, not DoD, was responsible for determining compliance
with the Economy Act, the Competition in Contracting Act of 1984 
(10 U.S.C. 2304); Office of Federal Procurement Policy Letter 
84-1, "federally fUt1<.led Research and Development Centersi" the
FAR; and other applicable laws.

Awareness of !)ol:l Oak Ridge Field Office capabilities. We 
found that DoD program officials made assumptions about comments 
by senior command personnel about the use of the DoE Oak Ridge 
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Field Office, f'or example, in 1988, the Army Materiel Command 
conducted a presentation on the range of capabilities and the 
benefits of using Economy Act orders with the DoE Oak Ridge Field 
Office during a conference with officials from subordinate field 
activities including MICOM, the Aviation systems command, and the 
Systems Information Management Activity. We interviewed 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 Oak Ridge Field Office, 
subsequent approvals by contracting officials and agency heads 
required by the FAR and the DFARS were unnecessary. 

Program officials at DoD activities stated that they also learned 
of the DoE Oak Ridge Field Office's capabilities through 
marketing activities and presentations provided by Martin 
Marietta, or through interested contractors whc recommended the 
DoE Oak Ridge Fi!ild Office as a means of obtaining their services 
quickly and noncompetitively. The program officials stated that 
Martin Marietta promoted the capabilities of the DoE Oak Ridge 
Field Office, and the simplicity of the interagency agreement as 
a procurement vehicle and its ability to accommodate short 
suspenses. 

Acquisition of ADP support services. we determined that 
program offices acquired ADP support services, valued at 
$46.8 million, that fall under the requirements of the Brooks Act 
and the Federal Information Resources Management Regulations 
(FIRMR) subpart 201-4.001, without obtaining a delsgation of 
procurement authority from the General Services Administration. 
A list of the DoD activities involved is included in Appendix F. 
DoD program ol'l'icials were apparently not aware of th@ Brooks Act 
and FIRMR requirements and did not seek the assistance of DoD 
contracting officials prior to issuing Eccnomy Act orders. 
Examples of ADP support services procured by DoD activities 
through the DoE Oak Ridge Field Off ice included a program plan 
for an information analysis center, technical assistance in 
sch!iduling algorithms and relational database interface, and 
development of a framework for a comprehensive infcrmation 
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 milli.on of additional costs were 
incurred by going through the DcE Oak Ridge Field Office 
(Appendix FJ . 

The Brooks Act and the F'IRMR subpart 201-39 .106 state the 
authority and responsibility to contract fer ADP resources 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 to fairly and effectively carry out 
procurements of ADP 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 acquisition 
delegation of procure ment authority when the acquisition is not 
covered by a regulatory or specific agency delegation authority. 
The General Services Administration has delegated blanket federal 
information resources (FIR) (also referred to as ADP) procurement 
authority to DoD activities for competitive contracts when the 
value of the contract does not exceed $2.5 million, and $250,000
when noncompetitive. In addition, the delegation authority is not 
required when YIR equipment or services are obtained from another 
Government agency. However, each of the FIR procurements through 
DoE were noncompetitively placed with DOE, exceeded the $250,000 
limitation, and were performed by Martin Marietta Energy Systems 
and subcontractors, not DoE. 

Personnel practices. AFESC iss,ied Economy Act orders under 
the interagency agreement with the DoE Oak Ridge Field Office to 
obtain personnel for research positions from ORAU. Program 
officials believed that the needed eiq,ert.ise was not available 
in-house, that local Air Force personnel offices were not 
equipped to hire technical personnel, and that the needed 
services would he obtained more ,n:pe,ditiously under the 
inter agency agreement. We identified nine Economy Act orders 
totaling $490,076 issued for this purpose. AFESC submitted a job 
description to DoE, and DoE contracted the work to ORAU. I\FESC 
used ORAU as an employment agency to hire technical personnel. 
ORAU advertised for the job, screened resum .. s, conducted 
interviews, selected qualified candidates, hired the chosen 
candidate, and maintained all administrative records. AFESC 
improperly tasked ORAU to pBrform an inheren�ly Governmental 
function and used Economy Act orderF. to obtain personal services 
contracts. 

Also, NAVFAC program officials stated that they used HAZWRAP to 
manage their prnjects because NI\VFAC did not have the in-hous" 
staff to adequately oversee NAVFAC projBcts. For exampl", NAVFAC 
issued nine Economy Act orders totaling $7.3 million to the DoE 
Oak Ridge Field Office for HAZWRAP to initiate effective remedial 
measures under the Remedial Investigation 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 WBre unable to detarmine 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 were a significant constraint in the 
environmental area. Instead, th" Navy considers the motivation 
to use DoE to have been the perceived ease of using interagency 
agreements, particularly in the absence of knowledge of required 
procedural and legal requirements. 
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Unigue ca;abilities of the poE 04& Ridge Field Office 
facilitielil. Agencies are ta rely to t:he extent practicilt.>le on 
el.'.isting in-house and contractor sources for satisfying their 
research and development needs consistent with established 
procedures under the Economy Act or procurement regulations. 

DoD activities issued Economy Act orders for 23 of the 
33 projects, valued at approximately $79.8 million, to Martin 
Marietta's DSRD and HAZWRAP for work that was not unique to those 
facilities (Appendix E, Footnote No. 4). ln addition, Martin 
Marietta sut.>contracted more than 70 percent of the work to other 
firms for 12 of the 23 projects (Appendix E). we based our 
determination on the subcontractor percentage and DoD program 
officials stating they were aware that private sector firms could 
have done the work, but for ease of procurement el.'.pediency or to 
obtain a preferred subcontractor, they used Economy Act orders. 

For example, the Maintenance Division at MI COM issued 
four Economy Act orders under IAG No. 1875-1\053 to DSRD totaling 
$741,148 for independent verification and validation of test 
program sets. We found that before 1988, MICOM procured the 
services from MTA, a Small Business Administration B(a) minority 
business, under an omnibus contract with the MICOM Quality 
Assurance Directorate. In 1988, a new omnibus contract was 
established but the services of MTA 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 program 
officials decided to use the interagency agreement and specified 
MTA be the subcontractor. MTA received s,i percent of t;;he f1mds 
on the Economy Act orders sent to the DoE oak Ri.dge Field Office. 
MICOM also paid additional costs of $92,533 for project 
management performed by DSRD (Appendix E). 

In another instance, NAVFAC issued 10 Economy Act orders totaling 
$16.9 million under IAG No. 1828-1791 to HAZWRAP for the Remedial 
Investigation Project at the Naval Air station, Moffett Field, 
California. About 95 percent of the funds were paid to 
subcontractors, and NAVFAC paid unnecessary additional costs of 
$690,937 for HAZWRAP project management (Appendix E). 

Broad Use or Individual Interagency Agr11m1nts 

The interagancy .igrnemnnts between DoD activities and DoE were 
brief documents thEtt established a level-of-effort arrangement 
whereby DoE would provide a variety of wo,·k under the general 
categories identified in the interagency agreement. The 
nine interagency agreements were patterned after a two-page 
sample that DoE provided to the DoD requesting activities. The 
interagency agreements contained broad statements of work, 
allowing for Economy Act orders to request a variety of tasks, 
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has 
signature blocks for the comptroller and an approving authority. 

Impact of existing gu dance. i

Guidance on interage1tc;;Y agreements. The FAR and DFARS do 
not prescribe content or t·ormat details to be included in an 
interagency agreement. DoD Instruction 40D0.19, "Interservice, 
Interdepartmental, and Interagency support," April 15, 1992, 
provides; general guidance on the completion of memorandums ot' 
agreement or understanding. The Instruction provides that 
memoi-andums of agreement or understanding should identify the 
parties to the agreement, term of the agreement, support to be 
provided, the basis for calculating reimbursements foi- each 
category of support, and an estimate of projected reimbursements. 
It also provides that the. memorandums of agreement 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 tho form, and spAci fie provisions such as additional 
supplier and receiver responsibilities; a listing of occupied 
facilities; and a description of unique conditions, requirements, 
quality standards, and measurement criteria. 

The Instruction identifies "purchasing and contracting services" 
as a category of support that may be 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 provide 
for the support agreement to be reviewed by a local contracting 
office if the purpose of the support to be obtained is to 
purchase or contract for services. The DD Form 1144 

built into intAragency agreements resulted in 
The lack of guidance and 

internal controls 
Economy Act orders being issued by DOD activities that were not a 
party to the original interagency agreement, without the 
knowledge of the originating DoD activity, and for a wide variety 
of work. For example, IAG No, 1489-1489, which was issued by 
AFESC, provided for a wide range of work that included: 

.•• research and development; cost-benefit, environmen­
tal, and risk analyses; pathology, eng incering design 
and cost studies; information systems integration; 
quality assurance; training in watAr and air quality; 
hazardous waste handling, mortuary services, food 
servic,;,s; and work that may be extended to include 
other functional areas under the auspices of AFESC. 

In March 1996, because of the decentralization of environmental 
project management, AFESC issued a memorandum giving other Air 
Force major commands direct accAss to the DoE Oak Ridge Field 
Office using 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 Ridge Field Office under JAG No. 1489-1489 through FV 1991. 
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We also found that the Material Management Directorate at MICOM 
established IAG No. 1875-AOSJ in October 1987 to develop an 
Artificial Intelligence Expert system. Five other MICOM program 
offices issued Economy Act orders Uhder 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 MI COM contracting off ice. The 
contracting office at MICOM became aware of the existence of th!!i! 
interagency agreement during our audit visit. 

Ag�gya9� of guidance. Additional guidance on the contentB 
of the interagency agreement i� needed, whether the interagency 
agreement is for a single order or a series of orders anticipated 
to occur over a period of time. we belisvs that the guidahCt: 
should state that interagency agreements describs thA categories 
of supplies or services that may be procu�cd under the 
interagency agreement. This goes beyond the general description 
"purchasing and contracting services" in DoD Instruction 4000.19.

The interctgancy agreemHnt should identify servic@s that arB 
clearly within the purpose, mission, and general scope of effort 
established by the sponsoring agency. The description of 
services should be detailod enough for the contracting officer to 
make determinations that subsequent orders are appropriate and in 
the best interest of the Govt::!rnment to proci.lrF! from the other 
agencies. The following provisions were not included, but should 
be required in eAch interagency agreement. 

o A i:,tatement of each agency's res.pons ibi l i ties for 
Government-furnished equipmr;!nt, contract arJroihistration, 
documentation, rights to data and software, and contrc;lct 
audits. 

o Any l imitations that must be contpl ied with in the
scop� or amount of servic�s or supplies that may be 
procured. 

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

o A de�cription of the type of funds that will be used
to fund supplies er services ordered undt:r the interagency 
agreement, and whether advance payments are "'uthorized or 
the work will be performed on a reimbursable basis. 

a 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 also 
be :stated. 

o A provislon that pravidAsi a methor;;l for resolving
disputes between the twa parties. 
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o A description of the methods for pricing and issuihg
orders and the level of cost details to be provided by the 
servicing activity that performs the work. The amount of 
administrative charges to be assessed by the accepting 
department or agency should also be identl.fied. 

o A specified expiration date and provisions for
termination. 

Clarity oJ ...... guidance. The guidance 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 support services could not be 
provided as "conveniently 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 if each agency procured its needs on separate 
contrc1cts with the private sector or developed its own in-house 
capability. It was hOt intended to provide agencies a 
"convenient" means to circumvent nornlal procurement channels and 
avoid competition. Determinations prepared by contracting 
officers who approve Economy Act orders should document that a 
market survey of potential sources was performed, and that either 
costs to DoD are minimized or a unique 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 conjunction with DoD Directive 
4000.19, "Interservice, Interdepartmentiil, and Interagency 
support," October 14, 1980, provided guidelines for interagency 
acquisitions that required that savings .ind e;.osts to the 
Gnvernment be identified. However, DoD Directives 4000.19 and 
4000.19-R were cancelled and replaced in April 1992 by DoD 
Instruction 4000, 19, which does not require any cost/benefi. ts 

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, 
Headquarters, Defense Logistics Agency, directed that its 
i nteragency agreement and Economy Act orders be reviewed and 
approved by its Director for contracted Advisory and Assistance 
Services rather ttian a contracting officer. The determinations 
should state �hether benefits will be reali�ed by obtaining the 
purchasing and contracting support from another agency, and 
should identify any other advantages to DoD. 
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The guidance should be disseminated to program managers who are 
likely to have requirements and should be incorporated in 
training course6 for program managers and contracting personnel. 
Appropriate disciplinary action6 should also be taken against DoD 
program otficials who knowingly abused tho use of interagency 
acquisitions under the Economy Act. 

Additional costs attributable to interaqency procurement;. 
Based on the limited detailed cost data we obtained from DoE and 
Martin Marietta, we estimated that DoD activities paid 
approximately $11,6 million in additional costs to obtain 
services 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 subcontractor 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 Oak Ridge Field Office. For example, for the 
AFESC Federal Fire-Fighter certification system project I Martin 
Marietta billed $727,848 and paid subcontractors $680,637 
(94 percent) to perform the work; the re.maining $47,211 was 
charged for Martin Mariett;, indirect costs, such as overhead, 
travel, and other indirect costs. The additional cost for this 
project was $44,378, which is 94 percent of Martin :-tarietta's 
indirect costs. Using DoD procui:-ement off ices for contracting 
and using the Defense Contract Management Command for contract 
administration could have eliminated the majority of additional 
costs generated from use of Economy Act orders. 

Conclusions 

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 tiot sufficient to stop the inappropriate use of 
interagency acquisitions by DoD 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 best interest of the Government required by 
DFARS subpart 217.5, and on what should be included in the 
determinations. contracting 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 performance should continue. Where appropriate, DoD 
contracting officers should ratify the Economy Act orders. 
Determinations on whether performance shoulrl continue or be 
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terminated should also be documented. More efforts need to be 
taken to ensure that DoD pi,:ogram mano1gers o1re aware 

cannot be tasked to perform 
purchasing and contracting functions unless the inter agency 
o1cquisition has been authorized by a warranted DoO contracting 
officer. 

Repent Effcrts Taken by OSD and DoD l\ctiyiti1s 

that DOE 
and other Federal agencies 

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 issued Report No. 92-069, ''Quick-Reaction 
Report on DoD Procurements Through the Tennessee Valley 
Authority." The report stated that DoD officials, who lacked 
authority under the FAR and DFARS to approve interagency 
acquisitions, improperly authorized 14 7 Economy Act orders to 
transfer $84,8 million of expiring funds during August and 
September 1991 to TVA to 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 IV). The 
memorandum solicited continued support from the Military 
Departments and the Defense Logistics Agency io minimizing the 
risk of orders for interagency acquisitions being placed by 
unauthorized DoD program officials. 

on December 26, 1991, the Assistant Secretary of the Army 
(Research, Developnent, and Acquisition) issued a message to all 
Army legal offices, comptrollers, resource managers, and finance

and accounting off ices concerning Army activities' cont inuat'.ion 
of improper contract offloading practices and possible funding 
violations, and stated that these practices must cease 
immediately. The message requested that all activities that sent 
work or funds to TVA in FYs 1990 and 1991 submit a detailed 
report including justification for the need to procure through 
TVA. The message required 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 CQMMENTS, ANO AUDIT RESPONSE 

1. We recommend that the Director of Defense Procurement revise
guidance in the Defense Federal Acquisition Regulations
Supplement 217.5, "Inter11gency Acquisitions Under the Economy
Act," to;

a. Require that a DoD contracting officer reviaw 

consistent with the under secretary of Defense 
and subsequent Economy Act 

orders 

and 
approve, all inter agency agreements 

for 
Acquisition's October 25, 1991, memorandum. 

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

Deleted recommendation. Based upon comments from the Director of 
De tense Procurement and the Army, we de.leted Recommendation 1. c. 
which would have revised the DFARS to 5pecity the applicability 
of the Economy /\ct to procurements made by one DoO Component at 
the request of another DoD Component. 

Management comments, The Director of Defense Procurement 
partially concurred 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 Acquisition Regulation 
Supplement will st ill not re.:ich requirements personnel who, as 
stated in the report, bypassed contracting officers. The 
Director also cited efforts already taken to address the problem 
including the October 25, 1991, memorandum issued by the Under 
Secretary of Defense for /\cquisit.ion, and planned changes such as 
a revision to DD Form 446, "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 Recom11endation 1. a. and stated the 
contracting officers should not approve the orders but should 
make a determination regarding the appropriateness of 
transferring the funds and requirements to another Federal 
agency. 

The Director did not address Recommendation 1.b. The Army 
nonconcurred with Recomraendation 1. b. and stated the proposed 
requirement to identify savings is impracticable in many 
situations. 

Audit response. we con5ider the Director's comments to be 
responsive to Recommendation 1.a. We agree that the 
addition of a signature block on the OD Form 448 should 
create an internal control to ensure that a DoD contracting 
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 
Acquisition memorandum that stated, "contracting officers 
must ap)?rove the use of such interagency agreements." The 
intent of the recommendation is to place the guidance from 
tho Under Secretary into the DFARS. 

For Recommendation 1.b., our audit demonstrated that no cost 
analyses were performed and the use of Economy Act orders 
resulted in $11.6 million in additional costs to the 
Government. We therefo1:e request that the Director provide 
comments on Recommendation 1.b. when responding to the final 
report .ind specify date<o for completion of corrective 
actions identified. We agree with the Army that there are 
situations where it is not possible to quantify the savings 
from the use of Economy Act orders. Therefore, we revised 
the recommendation to reflect that the der.ermination 
identify the unique services, benefits, or savings from the 
use of Economy 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 
include the following guidance on the information to include in 
the intorageney agreements. 

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

o Any limitations that must be complied with in the scope
or amount ot services or supplies that may be procured. 

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

o A description of the type of !unds 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 services. rt the type of 
contract is unknown or cannot be determined, this may also be 
stated. 

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

0 A description of the methods for pricing and issuing 
orders and the level of cost details to be provided by the 
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servicing activity that performs the work. The amount of 
administrative cha�ges to be assessed by the accepting department 
or agency should also be identified. 

o A specified expiration date and provi!ilions for 
termination. 

Revised recommendation, We originally addressed Recommendation 2. 
to the Director of Defense J?rocurement and the l\ssistant 
secretary of Defense (Production and Logistics) and requested 
they coordinate and issue guidance on the format and content 
requirements of interagency agreements. Based on comments from 
the Director and the Army, we revised and redirected the 
recommendation. 

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

;i),Udit response. Additiunal guidance is needed to establ.ish 
minimum criteria for format and content to be included in 
interagency agreements. DoD Instruction 4000.19 would reach 
requirements per!lonnel. Neither DFARS 217. 5 or DoD 
Instruction 4000,19 require details on interagency 
agreements. our audit determined that adequate contract 
administration was not performed, largely b"cause 
responsibilities wel'."e not defined in the interagency 
agreements or Economy Act orders, and because DoD program 
managers assumed that contract administration was being 
performsd by the Department of Energy and oak Ridge Field 
Off i.ce facilities, We request the Assistant Secretary of 
Defe.nse (Production and Logistics), who is responsible for 
DoD Instruction 4000.19, to provide comments on the 
recommendation. 

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 bet�een the
activities supported and other Federal agencies for compliance 
with the Economy Act and implementing regulations, and revise, 
terminate, or issue new interagency agreements where app�opriate. 
If tha non-DOD contracting agency is not capable of adequately 

21 



a<lministering existing contracts, the contracting office should 
request that the contracts be transferred to the Department of 
Defense for administration. 

(21 Ratify or terminate active Economy Act orders with the 
Department Of Energy and other Federal agencies that were not 
properly authorized by DoD contracting officers. 

(31 Approve Economy Act orders only 
benefit or cost savings in offloading 

if DoD realized a 
unique service, the 
contracting responsibility to another 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. (J), stating that 
it would be a practical impossibility to calculate savin9s or 
excess cm,ts . 

;tiayy comments. The Navy generally concurred with 
Recommendation 3.a.(l) 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 guid.;nce is adequate and is complied 
with, For Recommendation J.a. (2), the Navy will require 
contracting officers to review Econo111y 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 is vague regarding 
"convenience or economy," often the unique capabilities 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 OoE laboratories. 

Air Foree comments. Th<'> Air Force concurred with the 
recommendations and stated it will revise, terminate, or issue 
new interagency agreements; ratify or terminate active Economy 
Act orders with the Department of Energy and other Federal 
agencies if not authorized by a contracting off.icer; and only 
approve orders if savings result from offloading work to anoth er 
Federal agency, 

Defense Logistics Agency (DLA] comments. DLA concurred with 
Recommendation 3.a.(1) and the need to review interagency 
agreements. However, DLA stat .. d that such agreements fall under 
DoD Instruction 4000.19, and that requiring contracting officers 
to evaluate, revise, or terminate inter agency 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 financing, 
program management, technical considerations, resource 
utilization, or mission effectiveness. DL/\ i,tated that their 
actions were complete on Recommendation J.a. (1). DLA stated that 
Recommendation 3. a. ( 2) was not applicable to DLA because all 
Economy Act orders after 1990 were approved in accordance with 
procedures in the prior OIG, DoD, report of June 1992. Further, 
DLA policy letters in 1990 and 1992 limited approval of Economy 
Act orders to one person in DLA headquarters. DLA concurred with 
Recommendation 3.a.(3) and stated that DLA would defer revising 
its policy guidance pending the outcome of the Defense 
Acquisit.lon Regulatory Council case 92-DOOS 1 "Orders Under the 
Economy Act. 11 

Audit response. We consider the Army comments to 
Recommendation 3.a.(1) to be nonresponsive. There is 
currently no guidance on the role of a contracting officer 
in the development, review, and approval of an interagency 
agreement. Since FAR subpart 17.5 and DFARS subpart 
217.5 specify that a contracting officer should review and 
approve orders placed under the Economy Act, we believe 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 after Economy 
Act orders are issued. we agree with the Army that 
interagency agreements are not 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 not have the expertise to review and 
validate all parts of interagency agreements, but they 
should have a major responsibility in the review. We 
request that the Army reconsider its position and specify 
who will review its interagency agreements and provide 
estimated milestones for completing the reviews in comments 
on tho final report. I-le request that Navy and Air Force 
provide, e,stimated dates for completion of the reviews for 
Recommendation 3.a.(l). 

We also request the Army, Navy, and Air Force provide 
estimated completion dates for Recommendation 3.a.(2). 
Based on Management comments, we revised Recommendation 
3.a.(J) to state that Economy Act orders only be approved if
a unique, benefit to DoD or a cost savings results.
Accordingly, we request the Army to reconsider its position
on Recommendation 3.a. (3). We believe that an agency should
be able to demonstrate some �ost savings or unique benefit
or service associated with the issuance of an Economy Act
order. We consider the DLA comments to Recommendation 3. to
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be responsive because only two Economy Act orders 
totaling $750,000 

issued 
under one interagency agreement were 
included in this review. 

b. Discipline program officials who knowingly exceeded their
authority and violated the Economy Act, tha Brooks Act of 1965,

the Competition in contracting Act, year-end spending 
restricti,;,m,, and other laws and regulations by placing 
unauth,;,rized 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 be responsible for initiating disciplinary 
actions. The Defense Logistics Agency stated that adequate 
controls were in place to prevent violations, but if violations 
occur they will initiate disciplinary action. 

Audit response. In response, to the final report, we request 
that the Army and the Navy specify what corrective actions 
will be taken and identify completion dates for 
implen1entt1tion of the cnrrecti ve 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 approval of 
Economy Aot orders by a DoD contracting officer prior to 
allocating and co111I11itting funds on tbe order. 

Management comments. The Comptroller of the Departmi;int of 
Defense did not provide comments to the draft report. The Army 
agreed with the thrust of the recommendation and stated that a 
budget or resource officer may be delegated the function of 
certifying the availability of funds and that the obligation of 
funds does not occur unti 1 the receiving agency accepts the 
funds. 

Audit response. We revised the recomnendation to reflect 
the Army comments, and we request that the Comptroller of 
the Dcpartmr?nt of Defense provide comments to the final 
report. we r«quest that the Comptroller, DoD, respond to 
the final rsport. 

s. 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 agenciea.

We added Recommendation 5. based upnn cnmments provided by the 
OIG, DoE, to the draft report. The OlG, DoE, stated that, in the 
past, it has bocn difficult to identify the appropriate DoD 
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organization or office responsiblr,, for implementing policy and 
procedural changes because unlike thr,, DoE, DoD does not have a 
centralized organization responsible for work performed under 
interagency agreements. we request that the Assistant Secretary 
of Defense (Production and Logistics) provide comments on the 
added recommendation. 

Army comments tg the finding. The Army cited the t'ollowing 
points in r"sponse 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 development centers 
(FFRDC), then the DoD activity should provide certified 
documentation to support a non-competitive procurement 
justification by the DoE contracting officer. The Army also 
stated that restricting the responsibility for making Economy Act 
determinations to a contracting officer contradicts the Fl\H and 
inappropriately 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 oC the Economy Act and for 
determining how to meet the requirements of th@ order. Thus, it 
is both inappropriat'1 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 requirements. 

Audit resgonsa. We agree with Army that DoD requesting 
activities should provide certified documentation to 
support sole-source procure�ents for Economy Act orders 
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 is responsible for 
complying with all legal and regulatory requiremonts 
including competition requirements. The FAR further states 
that when an interagency acquisition requires the servicing 
agency to award a contract, the servicing agency, if 
required by law, shall prepare a justification and approval 
or a determination and finding, and that the requesting 
agency shall furnish the serv.lcing agency any information 
needed to make the justification and approval and the 
determination and finding. 

we also agree that the Economy Act determination need not be 
made by ci contracting officer. However, a contracting 
officer must be involved in tho interagency acquisition 
process to be consistent with the October 1991 memorandum 
from the Under secretary of Defense for Acquisition that 
states that a contracting oft i.cer must 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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We. further agree with Army that DoD activities should not 
be placing, and DoE should not be accepting, Economy Act 
orders that must be subcontracted out by the FFRDC. We have 
referred this matter to the OIG, DoE. 

RESPONSE REQUIREMENTS PER RECOMMENDAI�ON 
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B. ADMINISTRATION OF DOI:> ECONOMY ACT ORDERS

DOD did not adequately define technical and administrative 
responsibilities of DoD and DOE in the interagency agreements and 
individuul Economy Act orders issued by DoD program offices to 
the DoE Oak Ridge Field Office. This occurred because DoO 
program officials did not use the available expertise of DOD 
contracting officers; because guidance on interagency 
acquisitions under the Economy Act does not specify the format 
and content of interagency agreements; and because DoO program 
officials relied on DoE and Martin Marietta Energy Systems to 
monitor 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 on a regular basis; that 
deliverables met requirements; that vouchers totaling 
$78. 4 million were accurate, reasonable and allowable; or that 
the best interests of DoD were protected. 

DISCUSSION OF DETAILS 

Background 

The OoO activities and DoE developed interagency agreements to 
authorize OoE to perform or contract for work on behalf of DoD. 
Upon acceptance of subsequent Economy Act orders, DoE assigned 
work for the nine interagency agreements to Martin Marietta to 
perform or subcontract. DoE policy states that DoE Headquarters 
will provide the primary programmatic oversight of work performed 
by the contractors, while OoE operations offices administratively 
oversee the work performed. DoE policy further states that 
administrative oversight will be accomplished by reviewing and 
approving individual projects submitted by other Federal agencie.s 
to ensure that they comply with OoE acceptance criteri.;i, OoE 
criteria require that the projects be consistent with the DoE 
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 performanca and submit monthly 
vouchers for reimbursement to DoD. The process for obt.:iining 
goods and services under interagency agreements with OoE is 
depicted in the flowchart shown in Appendix A. 

OoD activities that procured support services through inter·agency 
agreements with OoE relied on OoE to perform technical and 
financial administration and oversight of the work. DoD program 
officials stated that a primary reason for using the interagency 
agreement procurement vehicle was because the DoD activity did 
not have the in-house capability to perform contract 
administration and assumed that DoE would provide it. 
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we found that all n i.ne interagency agreements reviewed did not 
include: 

o a requirement that detailed progress reports and cost
data be provided to DoD contracting or pro<Jram officials on a 
regular basis, and that only on receipt of the progress reports 
would DoD funds be released; and 

o a provision that would allow DoD to review costs incurred
on Economy Act orders or that a close-out aud.it could be 
performed on incurred costs. 

DoE Administration of DOD E�onomy A�t Orders 

Department of Energy Acquisition Regulation subpart 942.002, 
"Contract Adm i.n.l strati.on, 11 requires that DoE monitor the 
performance of its contractors to ensure that contract terms are 
complied with, that products are received on t.irne and at 
reasonable costs, and that technical require.rnonts and 
specifications of the contract are met, 

DoD program officials reli�d on DoE to fulfill administrative 
responsibilities by providing oversight of wor){ performed and 
performing financial administration, which included evaluating 
costs for reasonableness c1nd 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 DoE varied among DoD projects. DoE 
assigned a DoE contracting officer's representative (COR) to each 
of the 33 projects that we reviewed; however, the level of 
oversight of work performed and feedback provided to the DoD 
requesting activities varied among the CORs. DOD program 
officials interviewed stated that the DoE officials generally had 
little involvement in the projects and cited the following 
concerns regarding the administrative efforts of DoE and Martin 
Marietta. 

o Frequent rotations of a�signed Martin Mat·ietta management
impacted project continuity, 

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. 

o Justifications from DoE and Martin Marietta for costs
were inadequate. 
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For ex1;11nple, MICOM issued six Ecl"lnomy Act orders with totl!l 
funding of $710,781 under IAG No. 1875-A05J for the development 
of an Item Managers Assistant Expert System. The MI COM progr<1m 
l"lfficial responsible for the project stated that Martin Marietta 
had assigned at least three program managers to the project since 
1987, and the current program manager 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 l"lr cost data to MICOM since the 
inception of the project in 1987 despite numerous MICOM requests. 

other Reports That Address DoE oversight 

Since 1988, the General Accounting Office and the OIG, DoE, 
issued six audit reports addressing DoE management of interagency 
acquisitions at Oak Ridge and other DoE locations (Appendix c). 
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 DoD complied with applicable laws. The reports 
attribute the deficiencies to DoE officials who had abandoned 
their responsibilities to make independent judgments and to 
challenge or validate information submitted by requesting 
agencies. Also, Do£ relied l"ln 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 
procurement practices on the part of DoE contractors did not 
ensure that subcontractor prices were fair and reasonable. 

As part of this cooperative audit, ths DIG, DoE, examined the 
administration of contracts awarded to companies under the Small 
Business Administration 8 (a) Program issued under Ecl"lnomy Act 
orders from DoD. The DIG, DoE, examined the administration of 
18 task orders with accumulated costs of $B.4 million. The audit 
determined that DoE clid not adequately administer work performed 
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. 

Progress Reports and cost Data Provided by .. DoE

To properly administer control of funds and to effectively manage 
its operations, DoD activities need detai1ed periodic progress 
reports and cost data to support billed costs and to ensure that 
the pror.;urement and contnict administration functions are being 
carried out by DoE in the best interests of DoD. Ths interagency 
agreements reviewed required that DoE provide monthly billings 
for reimbursement on the basis of actual costs incurred. 
However, DoD activities did not establish provisions in the 
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intiaragiancy agreements or individual orderi; 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 OoO activities did not always receive, 
and did not request, progress reports from DoE on 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, thut work was in compliance 
with established rnilestan�s, or that costs incurred were 
appropriate. The documentation Wl"! r�vi�w�d providsd by Martin 
Marietta to support costs incurred was ina.dl"!quate and provided 
little traceability of how $78.4 million of accumulated costs for 
the 33 DoD projects was spent (Appendix E). For 9 of the 
33 projects �eviewed, the DoD program offices did not receive any 
progress reports to identify cost d�ta for $9.5 million of 
accumulated costs billed. 

For the remaining 24 projects, with accumulated costs of 
$68.9 million, progress reports were provided but were not 
sufficiently detailed for the OoD program offices to verify that 
the work was being performed econornic.:illy and effectively, and 

the costs incurred were that reasonable and allowable. For 
example, the October 1991 progress report presented below from 
HAZWRAP to NAVFAC for the Radon Assessment and Mitigation Program 
under IAG No. 1828-1791 identified only the general cost 
categories for the curr�nt month and total costs to date. 

NP.VF.AC R.adon A::i::iesstnent a.n4 M1�ig�tion Program 
October 1991 Progre3s Report 

00

Current 
Month 

Total 
Cost 

Percent of 
Total cost 

-,,,---,-,,,---,-,,,---,-,,,---,-

Labor $ 6,978 $ 945,259 21 
Travial 668 70,925 2 
Computer 0 19,J09 1 
Other Direct 

Costs 10,883 1,441,424 32 

Subcontractor 14,5)9 1,116,616 25 
overhead 15,165 _843,451 19 

Total j48.253 i�,4:J6" 984 

NAVFAC was not provided and did n�t rsquest any supporting 
documentation to identify individual job categories, rates, or 
number of hours worked under 0 Labor 11

; the number of, or costs by, 
individual subcontractorG; or what costs were included in 1'0ther 
Direct Costs." Other DoD program offices received similar 
inadequate reports. We concluded that DoO activities that place 
Economy Act orders with the DoE Oak Ridge Field Off ice need to 

30 



establish a requirement in the interagency agreements that 
progress reports with ::iufficient detail will be provided on a 
regular basis. 

PllYment of ooE Billingi 

Before each Economy Act order is 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 he paid when presented 
without question. The interagency agreements wi i:h DoE stated 
that vouchers will be submitted directly to DoD accounting 
offices for payment, without a requirement for a DoD program 
official to review supporting documentation or approve the 
validity of costs billed, even after the fact. This procedure on 
payments is in accordanca with the Economy Act. This automatic 
payment procedure does not eliminate the requirement for the DoD 
program official to ensure that funds were properly expended to 
achieve program results. The DoD program official should request 
and review contractor progress report:., bills, and cost 
information for the work performed for the agency on the Economy 
Act orders. If' the bills are not commensurate with the services 
receiv,ed, the official should initiate collection action. If a 
large amount of the Economy Act order was placed on a cost type 
contract, the program official should ensure that arrangements 
were made for a closeout audit. DOD program officials should be 
made aware that audits of contracto.rs to civilian agencies do 
not always routinely occur as they do in DOD. 

Impact Qf Administration 

The interagency agreements did not provide for adequate internal 
controls to clearly establish technical and financial 
administrative responsibilities anong DoD, DoE, and Martin 
Marietta. DOD activities assumed that DoE performed sufficient 
oversight to protect its interests, but DoD activities did not 
establish requirements within the interagency agreements or 
individual Economy Act orders to tansure 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 
$?8. 4 million on the 33 projects were adequately supported or 
even earned. We believe it is important that DoD activities that 
enter into interagency agreenents with DoE or any Federal agency, 
understand how its funds will be spent and have the opportunity 
to review details on the costs billed. 
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RECQ.r:otENDATION. MANAGEMENT COMMENTS, AND AUDIT RESPONSE 

we recommend that the Assistant Secretary of Defense (Production 
and Logistics} 
11 Interservice, Interdepartmental, and Interagency Support," 

revise guidance in DoD Instruction 4000,19, 
to 

require that orders issued pursuant to the Economy Act inc:lude 
provisions for the followinq. 

a. Submission of detailed progress reports and cost data by
the accepting Federal agency, and the performance of closeout 
audits, if needed. The cost data should identify costs incurred 
by the prime contractor during the period, including direct labor 
hours and rates, material costs, subcontractor costs, other 
direct costs, and profit, 

b. Performance of reviews by DoD program offic:ials to
ensure that amounts billed by the other Federal agency are proper 
for payment and initiation of collection actions if the amounts 
billed are 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 Secretary of Defense 
(Production and Logistics). 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 ta specify the content and form of interagenoy 
agreements, Instead, requiring officials who are responsible for 
the programs and are held accountable for their successes should 
decide what information is needed for management and control 
purposes. The Army stated that, since Economy Act orders are not 
contracting actions executed by contracting officers, the DFARS 
is not the appropriate pluce to amend gui.dance. The OIG, DoE, 
stated that DaE 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 (Production and 
Logistics) comment on the revised recommendation. 

Deleted regomm@nclation. Based on comments from the Director of 
Defense Procurement and the Army concerning certification of 
bills for Economy Act orders by a DOD official prior to payment, 
Recommendations 2.a. and 2.b. of the draft report were deleted 
from the final report. 
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c. TRACKING INTER.AGENCY ACQUISITIONS

DoD 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 Office of the Secretary ot Defense, the Military 
Departments, and the Defense agencies were unaware that during 
FYs 1990 and 1991 more than $6.3 billion of DoD funds was sent to 
other Federal agencies (Appendix G). Also, DOD managers had no 
effective means to manage and oversee this process, including not 
having a basis for determining whether Economy Act orders were a 
significant contributor to inappropriate year-end spending. 

DISCUSSION OF DETAILS 

llackground 

DoD managers need management information systems to support their 
planning, controlling, and decisionmaking responsibilities. 
Managers 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 sy�tem (DD 350 Reporting 
System) that collects data on contracts issued. 

DoD 7220.9-M, part 1, chapter 11, "DoD Financial Management 
System Principles," states that financial management data sh<1ll 
be g<1thered <1nd processed to meet specific internal management 
needs or external requirements. The f inanci a 1 management data 
s hall 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 to be reported 
in the DD 350 Reporting System. 

T.ra.cJting Interagency Agreements and_Orders 

There is currently no visibility through DoD IDanagement 
information systems on the extent of work being performed under 
Economy Act orders with DoE and other Federal agencies. For the 
nine interagency agreements we reviewed, officials at the DoD 
activities that originated the interagency agreements were not 
aware of the amount of funds transferred on Economy Act orders to 
DoE, and could not identify all of the DoD activities that issued 
Economy Act orders under their interagency agreements. For 
instance, AFESC authorized other Air Force major commands to use 
IAG NO, 1489-1489. This authorization resulted in about 
700 separate Economy Act orders totaling more than $134.9 million 
being issued under the interagency agreement. NAVFAC 
Headquarters also allowed its field activities to issue orders 
under IAG No. 1028-1791. This action resulted in approximately 
230 Economy Act orders totaling more than $50.3 million being 
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issued by the various NAVFAC field activities. We identified the 
amount of funding end the number of Economy Act orders that DoD 
activities issued under interagency agreements by requesting the 
inform<ition from the Work-for-Others Program nffice at the DoE 
Oak Ridge Field Office. 

The finance and accnunting offices at the DoD activities we 
visited did not track and could not identify total obligations or 
disbursements that involved other Federal agencies. DoD finance 
and accounting offices at the individual activity level produce 
the Data Element Management Service report that is consolidated 
at the Defense Finance and Accounting 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 350 Reporting System does not identify interagency 
agreements and orders because they are not contracts. 
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 Economy Act orders 
would report contracts that are subsequently awurded into the 
Federal Procurement Data System. 

Until April 1992, DoD had a system for collecting and reporting 
information on interservice, interdepartmental, and inter<1gency 
support agreements within DoD and with non-DoD agencies. The 
system was authorized by DOD Instruction 4000.19-R. Support 
agreements established by DoD activities were to be furnished to 
the Defense Logistics services Center, Battle Creek, Michigan, 
which published and distributed information on the types of 
support services being s1.1pplied or received. This system was 
discontinued when DoD 4000.19-R was superseded because the Office 
of the Assistant Secretary of Defense (Production and Logistics) 
determined that the DoD Components were not accurately reporting 
all support agreements and that little use was made of the 
information once published and distributed by the Defense 
Logistics Services Center. 

The FY 1992 Appropriations Bill required that DoD provide 
Congress with the FY 1993 budget request, documentation 
identifying, by Military Department, the total DoD funds provided 
to non-DoD sponsored federally funded research and development 
centers, which would include Oak Ridge National Labon1tory. In 
July 1992, the Director of' Defense Research and Engineering 
reported to Congress that planned FY 1993 DoD funding for non-DoD 
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federally funded research and development centers would be 
$47.J 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 Organization. It also did not identify other funds 
transfers to Federal agencies under Economy Act orders. 

Year-end Spending 

The OIG, DoD, addressed the issue of year-end spending using 
Economy Act orders in Report No. �2-06�. The report stated that 
DoD officials, who lacked authority under the FAR and DFARS to 
approve interagency acquisitions, improperly authorized Economy 
Act nrders 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 of the, Economy Act orders is,;sued by 
DoD activities to the DoE Oak Ridge Field Office may have been 
year-end spending. DoD activities transferred a total of 
$323.9 million to the DoE Oak Ridge tsield Office between 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 OIC, 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, alsu reported that a 
disproportionate amount of DoD funds were ohl igated dui:-ing the 
final months of previous fiscal years. DoE concluded that the 
timeliness and convenience in processing interagency acquisitions 
made the interagency acquisitions vulnerable to year-end spending 
abuses, However, the DoE report made no recommendations since 
DOD activities were the originators of the Economy Act orders, 

Concluaiom, 

DoD management information systems currently cannot identify the 
numbers of Economy Act orders and amounts of funds being 
transferred on the orders to other Federal agencies. As a 
result, DoD managers had no visibility of the activity in this 
area for policy-making and quality asse,;,sment pui:-poses. 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 DOD acquisitions 
through non-DoD federally funded research and development centers 
and other Federal agencies is incomplete and includes only part 
of the Economy Act orders issued by DoD activities. Alternatives 
include modifying existing financial management and contract 
reporting systems or establishing a separate reporting system. 
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RECOMMENDATION, MANl\GEf:1ENT COM.!':1..E�N'l'S. ANl:L.&TJDIT RE$PQNSE 

We recommend that the Assistant Secretary of Defense (Production 
and Logistics) establian a proo�dure for identifying and tracking 
the amounts ot Economy �at orders &nd related funding that DoD 
3enda to tne Department of Energy and other Federal agencies. 

Rev19e� recommendation. Bassd upon comments from the Director ot 
Def�nse Procurement, we redirected the recommendation to the 
Assistant Secretary of Defense (Production and Logistics). Th� 
Director of Defense Procurement nonconcu��ed with the 
recommendation 1 stating that her of fie� is not convinced that a 
OoO-wide procedure for identifying and trQcking Economy Act 
orders and related funding is warranted. 

Audit respop$e. Billions of dollars are being sent by DOD 
components to other Federal agencies on Economy Act orders, 
and current reporting sye:tems cannot provide information on 
who is using them, wlio i.s rGcc.iving them, what is being 
procured, how much money is involved, and why the orders arG 
being used. For example, in an ongoing audit of Economy Act 
orders sent to the Jet Prc,puls.i.on U'1boratory operated by the 
National Aeronautics and Space Administration, the only way 
we determined that DoD paid $475 million to the Laboratory 
was by asking the Labora.t.ory. we. also had to ask the 
Tenne66ee Valley Authority to determine that DoD sent 
TVA $112 million of Economy Act orders (IG, DoD, Report 
No. 92-069). We believe f inanciuJ. information on Economy 
Act orders sent to other agencies is needed to plan 
resources to administer the budget, to formulate policies, 
to an�wer congressional inquiries, to manage interagency 
affairs, to manage workloads, and to provide quality 
assessments. Since the Assistant Secreta�y of Defense 
(Production and Logistics) is responsible for DOD 
Instruction 4000.19, we request that the Assistant Secretary 
of Def�nse (Productior1 and Logistics) respond to the. 
�ecomrnendat ion and provide comn1ent� to the final report. 

RESPONSE REQVJ.R;:,MENTS PER REf::OMMlr:NDATION 

Concur/ 
Nonconcur 

Proposed 
Action 

Completion 
Date Number Addressee 

C' 1. ASD (P&L) X X X 
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D. UBE OF PROJECT ORDERS

DoD activities inappropriately cited the Project Order Act as the 
legal authority for issuing Economy Act orders obligating 
$17.9 million for support services that were not performed 
primarily by DoE personnel. we believe this; occurred beci'luse the 
DoD program officials either wst·e 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, DoD activities established Improper 
obligations, which were then recorded in DoD financial records. 

DISCUSSION OF DETAILS 

Background 

The Project order Act, 41 U.s.c. 23, dsfines a project order as 
an order for the manufactqre of m11terials, supplies, and 
equipment, or far other work or services plac02d with a 
Government-owned, Government-operated establishment. Under a 
praj ect order, work must be perf orrued by the Government-owned, 
Government-oper11tcd 02stablishment and cannot be contracted for by 
the r02cipient 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,s.c. 2J, and DoD Instruction 7220.l." DoD 
Instruction 7220. l, "Regulations Governing the Use of Project 
Orders," prescribes procedures governing the use of project 
orders in DOD, 

The Project Ord02r Act also allows far appropriated funds 
obligated by project orders to remain available beyond the 
expiration date of the applicable appropriation. This differs 
from funds under the Economy Act th11t 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 
used for the purpose of continuing the availability of 
appropriations, or for the purpose of obtaining support services 
when the Government-owned, Government-operated establishment is 
not in a position to perform the work or services ordered. 

Use of Project order.l!I 

We reviewed 196 Economy Act orders issued by DoD activities under 
the 9 interagency agreements we selected for review. Of the 196 
orders, 78 were issued using praj ect orders under inter agency 
agreem.,,nts entered into pursuant ta the authority contained in 
the Economy Act. Thre02 DoD activities (NAVFAC, AFESC, and MAC) 
inappropriately used project orders rather than MIPRs or other 
ordering documents to fund interagency acquisitions totaling 
$17.9 million. For example, NAVFAC issued seven Economy Act 
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orders as projQct orders to the DoE Oak Ridge Field Off ice, 
valued at $15.7 million, under IAG No. 182.8-1791 for the N'avy 
Radon Assessment and Mitigation Program. This W<'\5 an 
inappropriate use of project orders since DSRD and HAZWRAP that 
performed the worl<: are operated by M,1rtin Mar iett�. Martin 
Marietta is not Govarnment-owned and Government-operated, but � 
contractor-operated facility that performs 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 bgtween 
project orders and Economy Act orders becau5e the Project order 
Act does not provide substantive authority for agencies to place 
interagency acquisitions. The USQ of project order� for 
interagency acquisitions resulted in the recording of invalid 
obligations in DoO financial records. 

RECOMMENDAI;t:QN. MANAGEMENT COMMENTS, A� .. Q ......... AJJ.DJ .. 'I' RESPO_N:§� 

We recamm�nd that the Service Acquisition Executivas issue 
guidance ta ramin� major commands and field activities that the 
EcQnomy �et (31 o.s.c. 1535) is the oorreet legal authority for 
placing interageney a.cquisi tions and th8 Project Order Act 
(41 U.S.C� 23) is not a proper legal authority. 

M!_!1llgem@nt �·�···�om.men ts. The Army concurred with the 
recommendation. The Navy also Qoncl\r�ed, and planned to Jssue 
guidancs corn!!cting t.he problem by December 31, 1992. The Ai:t:· 
Force concurred stating that policy will be issued to correct the 
finding. 

Audit resgonsa. We reqll,est the Army to :.;pBcify what actions 
will be taken to implement thEef recornrnsndation. We also 
request both the Arrny and Air Fo�ce specify estimated dates 
for completion of the corrective actions. 

NuT!lber 

D. l.

RESPON�tf. REQUIREMENTS PE.8 RECOMNENQATION ,.

Addre58ee 

Army 
Air Force 

4.0 

_Resp,gn�� . .,Eb.ou 1 d Cover 
Proposed 

Action 
completion 

Date 

X X 
X 
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�PPENDIX B_- MEMORAN,DOM FROM T�E l>li�NCIPAL PEPl11'Y ASSIST.Am

UCBETARY Qi: PEFENSa (PRQDUCTI:OH AND LOGlSTICSl 

• 
J,11n1'"1tT M�•UIJIV 0, C)ff'lHK 

WA.HIN�U-.• .C. j9)4rt .. N• 

MOOUCTIOft ANCJ K4J lO. lttO 
LOGltflC. 

P/CPA 

� FOR .USlSTANT Sl!CNTAAI (a' 111$ ARMY (U.SF.IJICH, 
DtWlmHEN'I', NI> ACQUIS1fl()ff) 

A.!S1STAM SSCRETA.RY OI' mt; NAvY (�, DEYil.OeHENT 
NC) �ISITION) 

�lSTMT SBa.ETMY OI' THi, AIR � (M::OUISlfJOH) 
Dillf'.C'NlA, DEFDfSE t(XUSfJC.S AGENCY 

SUBJSCT: Cont.t.a«ltMJ Ttu-� ln.ter�enq, AIJ:r�u 

Tbe l>eptrtMnt of DeCenM Inspector General (DODIG) recently 
concluded itl audits of eontiact-ir,g ��rl)U9h int�r�c:y &9reementa 
with thlt lr1brary of Oongr•H and U.. Depar'Ulent of £M.rqy. In bOth 
inltancu, the OoDIC tound that Oe�rtlllent ot Dete&iM (l)o('J) pr�ru 
official• cii:cwawnted contr�ing pn>eed\lrn by not obtdnin9 
approvals fr<d 000 concract1fi9 offiatu as required by Utt teder&l 
Ac:qutsition Re9Ultilon/Def� r.<ltral Aoquisition �lation 
SUppitullOnt. •�� 17.S. � OODI<J'• r�rts also to.cu� m the 
noCKI fol:' auu.rin9 that •tt�i,,. cont.net Mlm1.nbtreUon ia 
accoapli*Md f'o� intntgeney ac�laiUon..a. 

we nicognh• that c•rtain wractive acti06J hav• been initiated 
&,y the Kllituy S.rvicn Md tt. oefen..e Lo9bdcs Ac;�ncy. 
No.nethel�&&, we aolicit yo�r continuinq 3\Jppo.tt in provid199 
apprcpdate ttAining for Proiaru otticia.u and en.abli.th.t.nv int.•rnal 
eonerol procedure• and pt&ct.lces to ll!nlA!ae the risk of 6E'dcr.s tor:

lnterA9*Z'C)' �isidons btir)9 plac.d by wmit.hOrhtd OoD prOcJrMi 
cafrldal• •. 

(b) (6) 
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APPENDIX C - SUMMARY OF PRIOR AUDir COVERAGE 

Office of the lnspector General, Department of Defens, 

Report No, 92-069, "Quiok-Reaotion Report on OoD Procurements 
through the rennessee Valley Authority," April 3, 1992. This 
report stated that DoD officials, who lacked authority under the 
FAR and DFARS to approve interagency acquisitions, improperly 
authorized interagency 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. 
The report recommended that the Director, Defense Research and 
Engineering; the Service Acquisition Executives; and the 
Director, Defense Logistics Agency cancel those int.n·ag•mcy 
orders issued to Tennessee Valley Authority that have not been 
placed on contract; prohibit placement of supplemental work under 
existing Interagency agreements if not properly approved by a 
contracting officer; discontinue the use of MIPRs and similar 
ordering forms to acquire goods and services from other 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 
DoO Contractual Arr11.ngement11 with the Department of Energy," 
June 19, 1990, This audit determined that program officials 
circumvented established policy and eKceeded their authority by 
not obtaining required approvals from DoD procurement officials 
or designated senior DoD officials when placing orders for 
interagency acquisitions. Also, DoD internal control=i were not 
adequate to ensure compliance with the FAR and DFARS when program 
officials placed orders with DoE. The report recommended that 
the Under Secretary of Defense for Acquisition improve DoD 
internal control procedures to minimize the risk of placing 
orders for interagency acquisitions; that appropriate training be 
provided to DoD program officials; and that disciplinary actions 
be considered against those DOD program officials who exceeded 
their authority. Management concurred with the findings and 
recommendations. The Principal Deputy Assistant Secretary of 
Defense (Production and Logistics) issued a memorandum to the 
Military Departments and Defense Logistics Agency on 
May 10 1 1990, This memo solicited support in training program 
officials and in establishing internal control procedures to 
prevent placement of interagency orders by unauthorized DoD 
program officials. 

Report No. 90-034, "Contr11.cting through Interagancy Agreements 
with the Library of Congress," February 9, 1990, This audit also 
determined that DoD program officials circumvented est1;1.blished 
policy and el{ceeded their authority by not obtaining required 
approvals from DoD procurement officials or designated senior DoD 
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 AUDI� COVERAGE (cont'd) 

compliance with the FAR and OFARS when program officials placed 
orders with the Library of congress. '!'he report concluded that 
these weaknesses increased the risks of overpricing and 
susceptibility of interagency procurements to mismanagement, 
abuse, and fraud. The report recommended that the Under 
Secretary of Defense for Acquisition improve DoD internal control 
procedures to minimize the risk of placing orders for interagency 
acquisitions by unauthorized DoD program officials, that 
appropriate training be provided to DoD program officials, and 
that disciplinary actions be considered against those DOD program 
officials who exceeded their authority. Management generally 
concurred w.i.th the findings and recommendations after revisions 
were made to the draft report. 

Office of the tn�peetor Generml, DeRartment of Energy 

Report No. DoE/IG-0307, "Audit of Procurement of Services From 
8 (a) Contractors for tne work-for-otheri, Proqram," 
April 10, 1992. The audit determined whether DOE adr..quately 
administered its B(a) contracts in accordance with DoE 
regulations and procedures and thr.. 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 rr..quirements. 
consequently, the Oak Ridge Field Off ice had no assurance that 
those contractors properly spent $8.4 million, and one contractor 
was reimbursed $151,743 of expressly unallowable coats 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 Systems, Inc., 
Slll:lcontracting in the Work-for-others Program for D11.ta Systems 
Research and Development Projects," Deoember 21, 1990. This 
report stated that there were indications of "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 DoO agencies. The report also stated that 
although Data systems Research and Development was generally 
complying with requirements, it could improve practices when 
subcontracting in the Program by strengthening the requirements. 
The. report rC!commendr..d strengthening procurement procedures and 
practices. Management concurred with the recommendations. 

Report No. ER-oC-88-14, "Review of Martin Marietta Energy 
Systeme, Inc., work-for-others Proqram," September 16, 1988. 
'rhis 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 COVERAGE (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 descriptions of how the 
unique capabilities of DoE will be used. The report also 
recommended that DoE establish criteria dei=cribing when 
subcontracting plans are required, the basis for subcontracting, 
and for performing periodic reviews of subcontracting activities. 
DoE management concurred with the findings and reconunendations, 
but stated that the level of documentation already required from 
requesting agencies is sufficient. 

u.s. General Accounting Office

Report No. RCED-92-41, "Energy Management: Contract Audit 
Problems Create the Potential for Fraud, waste, and lluse," 
October 1991 (OSD Case No. 8875). This audit focused on DoE's 
contracting practices. The report st.ated that DoE hai:: not 
provided the cyclical audit coverage necessary to 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 resources to review OoE's 
management and operating contractors to ensure that they are 
operating economically, efficiently, and in the Federal 
Government's best interest. DoE management generally agreed with 
the facts presented. 

Report No. RCED-92•28, "Energy Management: DOE Actions to Improve 
oversight of contractors• Subcontracting l>ractioes," October 
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 led to excessive 
subcontract costs that are borne by the Government. In addition, 
DoE has not taken appropriate corrective action when reviews have 
identified serious deficiencies in the contractors' procurement 
systems. The report concluded that improvements in DoE oversight 
are needed to address management and operating subcontracting 
weakne:.:.es. DoE concurred with the recommendations 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 Should IJDprove Its 
Controls over Work-for-Other Federal AgGnciss," F•b�ary 11189 
(OSD Case No, 7938), This audit found that there are 
inconsistencies in implementing DoE policies concerning Work-for­
Others at the operations office level; that while DoE's 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 OP PRIOR AUDIT COVERAGE (cont'd) 

special class of Work-for-Others through a group that is 
organizationally excluded from DoE 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 amounted to only about $166,ooo. The report recommended 
that the secretary of Energy strengthen controls to establish 
minimum standards, monitor contractor performance, revise DOE 
policy to require other Federal agencies to reimburse DOE for its 
costs in overseeing non-DoE work, and formally determine whether 
the work performed by DSRD can be done as conveniently or cheaply 
i.n the pri.vate sector. DoE should either terminate the DSRD work
or immediately assign the work to a DoE headquarters group for
oversight. Management generally concurred wi.th the findings and
recommendations,

U.S. Army Audit Agency 

l!.eport No. WE 91-Al, "A4visory Report contract Offloa4ing," 
September 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 Mil?Rs. 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. 

Repo:rt No. SW 91-200, "Contract Offloa4ing," January 22, l!Ul. 
This report stated that contracts were offloaded to expedite the 
acquisition of goods and services that frequently violated 
acquisition and funding regulations and statutes. The violations 
ware not detected because the flow of acquisition and funding 
documents bypassed knowledgeable installation contracting, 
resource management, and legal personnel. The report recommended 
that policy and procedures be reinforced to require contracting, 
legal, and resource management personnel to review purchase 
requests with other government agencies. Also recommended was 
that a reporting system be established for interagency 
qcquisitions for automatic data processing purchases. Management 
concurred with the findings and recommendations. 
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APPENDIX D - INTERAGENCY ORDERS ISSUED TO THE DRPARTKENT OF ENERGY OAK RIDGE FIELD OFFICE

INTERAGENCY 
AGREEMENT NO 

PROJECT 
NAME 

INTERAGENCY 

ORDER HO. 

OOLLI\R 

VALUE 

TOTAL DOLLAR 

VALOE ACTIVITY DATE 

ARMY: 

AVSCOM 1874-A052 /ccss 1. A5873F-9-Z356AE A-2 09/20/89 $2,975,0DO $ 2,975,000 

MICOM 1875-AOSJ BRADLEY 7296F0977272 07/31/88 454,589 
MICOM 1875-AOSJ BRADLEY BFVS-91-073 01/30/91 250,000 
MICOM 1875-AOSJ BRADLEY BFVS-91-07 3 2,./A-1 03/23/91 312,500 1,017,089 

MICOM 1875-AOSJ GROUND TOM-89-07 06/20/89 700,000 
MICOM 1875-A053 GROUND TOM-90-01 08/08/90 613,841 
MICOM 1875-AOSJ GROUND TOM-90-01 A-2 09/13/90 136,974 1,450,815 

MICOM 1875-AOSJ IMA 9-801 0-025 08/10/89 60,000 
u, 

MICOM 1875-A053 IMA 0-8010-022 03/09/90 S!l, 000 ... 

MICOM 1875-A053 IMA o-ao10-022 A-1 05/17/90 600,000 
.MICOM 1875-A053 IMA 0-8010-022 A-2 05/23/90 45,682 
MICOM 1875-AOSJ IMA 0-0010-022 A-3 07/23/90 (50,000) 
MICOM 1875-AOSJ IMA 0-8010-022 A-4 08/22/90 (2,901) 710,781 

MICOM 1875-AOSJ /ISD 1. AC-30-88 07 14/88 / 450,000 
MICOM 1875-AOSJ /ISD 1. AC-J0-88 A-2 09/08/88 2,000,000 
MICOM 1875-A053 /ISD 1. AC-30-88 A-3 09/27/88 3,000,000 
MICOM 1875-A053 ISD 1./ AC-30-88 09/27/88 (504,000) 
MICOM 1875-AOSJ /ISD 1. AC-36-89 05/16/89 100,000 
MICOM 1875-A053 /!SD 1 AC-36-89 A-2 06/22/89 200,000 
MICOM 1875-AOSJ !SD l./ AC-36-89 A-3 07/18/89 25,000 
MICOM 1875-A053 ISD l./ AC-36-89 A-5 08/22/89 20,000 
MICOM 1975-C070 !SD 1./ AC-48-89 09/19/89 100,000 
MICOM 1975-CO?O /!SD 1 AC-48-89 A-2 09/22/89 200,000 5,591,000 

MICOM 1875-AOSJ IV&V TPS W31P4Q82528216 09/08/88 200,000 
MICOM 1875-AOSJ IV&V TPS W31P4Q82528216 A-2 04/23/90 (8,819) 
MICOM 1875-AOSJ IV&V TPS W31P4Q92219289 08/09/89 250,000 
MICDM 1875-A053 IV&V TPS W31P4Q02190187 07 /01/90 299,967 741,148 

see footnotes and acronyms at end of appendix. 
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.APPENDIX (2 - INTERAGENCY ORDERS ISSUED TO 'I11E DEPARTMENT OF ENERGY OAK RIDGE FIF.T,I} OFf.ICE 
(cont'd} 

ACTIVITY 

Ilf'l'ERAGENCT 

AGREEMENT NO 

ARMY: (cont'd) 

MICOM 1875-AOS3 
MICOM 1975-C070 

MICOM 1875-A053 
MICOM 1875-A053 
MICOM 1875-A053 
M!COM 1875-A053 

SDC 1896-D056 
soc 1896-0056 
SDC 1896-D056 
soc 1896-D056 
SDC 1896-D056 
SDC l896-D056 
SDC 1896-D056 

SIMA 1997-Cll6 

SIMA 1997-C116 
SIMA 1997-CllG 
SIMA 1997-Cl16 
SIMA 1997-Cl16 

TOTAl.. ARNY 

PROJECT INTERAGENCY 
NAPIE ORDER NO. 

PERM AC-30-88 A-3 
PERM ISC-M-JOS-90 

TSIP 97GG0-016 
TSIP Al0E2R8451D1 
TSIP A10E2R8451D1 A-1 
TSIP .5G1R1AE151D1 

KWAJA.LEIN W31RPDDVO.K7008 
KWAJALEIN W31RPDDVL.K7 008 
KWAJALEIN W31RPDDV2K7008 
KWAJALEIN W31RPDDV2K7008 A-1 
KWAJALEIN W31RPD0V2.K7008 A-2 
KWA.JALEIN W31RPD0V2l<7008 A-3 
KWAJALEIN W31RPD0V2K7008 A-4 

CAESAR 0163-0801 

DBMES 0075-0801 
DBMES Al-0-05252-91-Al 
DBMES 1GOP0002C9AD 
DBMES EA-1070-1 

See footnotes and acronyms at end of appendix. 

DOLLAR TOTAL DOLLAR 
DATE VALUE VALUE 

09/27/88 $ 504,000 
09/24/90 1,160,118 $ 1,664,118 

08/2.2/89 455,000 
06/11/90 281,000 
06/11/90 220,000 
01/07/91 260,0CO 1,216,000 

06/06/90 1,500,000 
03/21/91 1,425,000 
10/15/91 226,000 
11/08/91 252,000 
12/04/91 222,000 
12/30/91 168�000 
01/06/92 6]2,DOO .r.,425,000 

08/15/90 578,DDO 578,000 

03/16/90 840,000 
03/21/90 30,0DO 
08/13/90 74,500 
03/l2/91 35,0DO 979,500 

$ 21,:348,451 



APPENDIX D - INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGX OAK RIDGE FIELD OFFICE 
(cont'd) 

IBTERAGENCY 
AGR.EmmNT NO

PROJECT 

NA.KE 
INTERAGENCY 

ORDER RO. 
OOLLAR 

VALUE 

TOTAL OOLIJ\R 

VALllE ACTIVITY DATE 

l!rull: 

NAVFAC 1828-1791 FALLON N6247488WROON77 08/01/8-8 $ 100,000 
NAVFAC 1828-1791 FALLON N6247489WR00619 12/29/88 25,000 
NAVFAC 1828-1791 FALLON N6247489WR00619 A-1 02/24/89 75,000 
NAVFAC 1828-1791 FALLON N6247489WR00619 A-2 05/03/89 250,000 
NAVFAC 1828-1791 FALLON N6247490WROOAJ2 01/25/90 1,040,000 
NAVFAC 1828-1791 FALLON N6247490WROOAJ2 A-1 02/16/90 46 a, ooo 

NAVF.AC 1828-1791 FALLON N6247491WRD0644 03/08/91 1,500,000 $ 3,450,000 

NAVFAC 1828-1791 HAWAII N00025S8P03002P 12/02/87 200,000 
NAVFAC 1828-1791 HAWAII N0002588PD3002P A-1 09/08/88 600,000 
NAVFAC 1828-1791 HAWAII N0002588PDJ002P .A-2 03/03/90 2,230 
NAVFAC 1828-1791 HAWAII N0002589P03006P 06/06/89 200,-000 u, 

NAVFAC 1828-1791 HAWAII N0002589P03006P A-1 06/29/89 ]08,-000 
NAVFAC 1828-1791 HAWAII N0002589POJ006P A-2 09/08/B9 92,000 
NAVF'AC 1828-1791 HAWAII N0002590POJ004P 12/07 /B9 355,000 
NAVF'AC 1828-1791 HAWAII N0002590POJ012P A-1 08/04/90 255,000 2,0l2r230 

NAVF'AC 1828-1791 HMC&M N0002586POJOJJP D9/J0/86 350,000 
NAVF_AC 1828-1791 HMC&M N00025B7POJ026P D9/18/87 33,000 
NAVFAC 1828-1791 HMC&M N00025B8P0J007P 05/04/88 100,000 
NAVFAC 1828-1791 HMC&M NOD02588POJ007P k-1 07/20/88 600,000 
NAVFAC 1828-1791 HMC&M N0017J 88 WR 80375 08/08/8B 200,000 
NAVFAC 1828-1791 HMC&M N0002589P03008P 08/11/89 100,000 
NAVFAC 1828-1791 HMC&:M N0002590P03Dl2P :J..I 205,000 
NAVFAC 1828-1791 HMC&:M NOD0259DP0301JP 04/12/90 100 ,. 000 

NAVFAC 1828-1791 HMCErM ND002390P06T012 J./ 100,000 
NAVFAC 1828-1791 HMC&M ND002591POJ008P Ql/23/91 190,000 1,978,000 

NAVFAC 1828-1791 MARE ISLAND N'6247488WROON40 01/21/88 200,000 
NAVFAC 1828-1791 MARE ISLAND N62474BSWROON40 A-1 03/29/88 .1,000,000 

See footnotes and acronyms at end of appendix. 



NAVFAC 1828-1791 MARE ISLAND N6247489WR00648 0]/08/89 $2,700,000 
NAVFAC 1828-1791 MARE ISLAND N6247488WRODN40 A-2 09/20/88 lJ6,0DO 
NAVFAC 1828-1791 MARE ISLAND N6247488P03015P 1./ 402,000 
NAVFAC 1828-1791 MARE ISLAND N624749DWROOA40 02/09/90 700,000 
NAVFAC 1828-17 91 MARE ISLAND N6247490WROOA40 A-1 07/30/90 515,000 
NAVFAC 1828-1791 MARE ISLAND N6247491WR00643 03/08/91 1,400,000 
NAVFAC 1828-1791 MARE ISLAND N6247491WR00643 A-1 09/24/91 200,000 $ 7,253,000 

NAVFAC 1828-1791 MOFFETT FIELD N62474S7WROOC46 ]./ 2,000,000 
NAVFAC 1828-1791 MOFFETT FIELD N6247487WROOC46 A-1 11 973,000 
NAVFAC 1828-1791 MOFFETT FIELD N624748BWROON51 OJ/29/88 :L,000,000 
NAVFAC 1828-1791 MOFFETT FIELD N624748BWRODN51 A-1 06/29/88 2,900,000 
NAVFAC 1828-1791 MOFFETT FIELD N6247489WROD638 02/09/89 ],000,000 
NAVFAC 1828-1791 MOFFETT FIELD N6247489WR00638 A-1 06/14/89 .350,000 
NAVFAC 1828-1791 MOFFETT FIELD N6247489WR00638 A-2 08/22/89 50,000 
NAVFAC 1828-1791 MOFFETT FIELD N6247490WROOAJ8 01/31/90 2,000,000 
NAVFAC 1828-1791 MOFFETT FIELD N6247490WROOA38 A-1 02/0B/90 5,088,800 
NAVFAC 1828-1791 MOFFETT FIELD N6247491WR00642 OJ/OB/91 1,500,DOO 18,861,800 

NAVFAC 1828-17 91. NAVOSH N0002588P03010P 07/20/88 10,000 
NAVFAC 1828-1791 NAVOSH N0002.589P03003P 02/01/89 140,000 
NAVFAC 1828-1791 NAVOSH N0002589P03003P A-1 09/08/89 87,900 
NAVFAC 1828-1791 NAVOSH N0002590POJODOP 10/24/89 200,000 
NAVFAC 1828-1791 NAVOSH N0002591P03004P 12/19/90 250,000 687,900 

NAVFAC 1828-1791 NAVY. RADON N0002588P03010P 07/20/88 250,000 
NAVFAC 1828-1791 NAVY RADON N0002588P03010P A-1 09/22/88 168,892 
NAVFAC 1828-1791 NAVY RADON N0002588

W

R00702 08/29/88 250,000 
NAVFAC 1828-1791 NAVY RADON N0002589P03002P 01/30/89 209,000 
NAVFAC 1828-1791 NAVY. RADON ND002589P03002P A-1 04/03/89 200,000 
NAVFAC 1828-1791 NAVY RADON ND002589P03002P A-2 06/06/89 300,000 

APPENDIX D - INTKRAGEKCY ORDERS ISSUED TO THE DEPAR'l'MENT OF ENERGY OAk JUDGE Fl.ELD OFFICE 
{cont 1 d) 

IHTERAGEHCY PROJECT IRTEBAGENCY OOLLAR TOTAL DO.LI.AR 

AC'l'TVITY AGREEHEHT HO NAME ORDER NO. DATE VALUE VALUE 

MAVY: (cont'd) 

!,.ft 
• 

See footnotes and acronyms at end o! appendix. 
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NAVJ< AC 1828-1791 NAVY RADON N0002S90P0J001P A-2 09/13/90 $ 460,000 
NAVFAC 1828-1791 NAVY RADON N0002589WR00801 12/22/88 100,000 
NAVFAC 182S-l791 NAVY RADON N0002590P03001P 10/24/89 1,500,000 
NAVFAC 182S-1791 NAVY RADON N0002590WR00903 01/25/90 2,270,000 
NAVFAC 1828-1791 NAVY RADON N0002591P03003P 12/19/90 1,040,000 $ 6.747.892 

$ 40,990,822 

APPEKDIX D - INTERAGRNCX ORDERS ISSUED TQ THE DEPARTMENT OF ENERGY OAR RIDGE FIRLO OFF;tCE
(cont'd) 

DfTERAGiNCY 
A�ITY AGREKKF.:NT MO 

NAVY: (cont'd) 

PROJEC'l' 

NAME 

INTERAGEKCY 
_QRDER NO. 

See footnotes and acronyr,s at end of append.ix. 

TOTAL DOLLAR 
VALUE 



INTER.AGENCY 

AGREEKEN'I' NO 

PROJECT' 

NAME 

INTERAGENCY 

ORDER NO_ 

DOLLAR 

VALOR 

TOTAL DOLLAR 

VALUE ACYIVITY DATE 

AIR FORCE: 

AFESC 1489-1489 AIR STRIPPING F87-32 02/24/87 $ 400,000 
AFESC 1489-1489 AIR STRIPPING F87-58 09/08/87 105,800 
AFESC 1489-1489 AIR STRIPPING F88-13 01/17/88 200,000 
AFESC 1489-1489 AIR STRIPPING F88-13 A-1 05/25/88 290,000 
AFESC 1489-1489 AIR STRIPPING F88-48 07/18/88 266,000 
AFESC 1489-1489 AIR STRIPPING F89-29 11/30/88 200,000 
AFESC 1489-1489 AIR STRIPPING FB9-46 03/2l/89 182.000 
AFESC 1489-1489 AIR STRIPPING F89-55 04/21/89 176,000 
APESC 1489-1489 AIR STRIPPING FB9-66 09/13/89 22,587 
AFESC 1489-1489 AIR STRIPPING F89-67 09/13/89 46,564 
AFESC 1489-J.489 AIR STRIPPING F90-21 02/09/90 79,000 
AFESC 1489-1489 AIR STRIPPING F90-35 03/14/90 45,000 
AFESC 1489-1489 AIR STRIPPING F91-l0 10/09/90 65,000 

Al''ESC 1489-1489 AIR STRIPPING F91-10 A-1 05/15/91 35,000 $ 2�112,951 

AFESC 1469-1489 AIRBORNE GAS N90-66 05/18/90 5,000 5,000 

A..FESC 1489-1489 BIOREACTOR H91-84 05/29/91 150,000 150,000 

AFESC 1489-1489 cRISIS F89-63 08/23/89 2.00,000 
AFESC 1489-1489 CRISIS F89-63 A-2. 10/25/90 25,000 

AFESC 1489-1489 CRISIS FB9-63 A-3 11/14/90 20,000 
AFESC 1762-1762 CRISIS DEQ90-2 '1./ 300,000 54:S,ooo 

AFESC l489-1489 EQIAC F91-16 01/17/91 50,000 50,000 

APPENDIX D - INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RT[)GE fIELD OFFICE 

(cont'd) 

I.JI 
� 

See footnotes and acronyms at end of appendix .. 



AFESC 1489-1489 FIREFIGHTER F90-51 11 $ 50,000 
AFESC 1489-1489 FIREFIGHTER F88-66 09/01/88 443,000 
AFESC 1489-1489 F.IREFIGHTER F88-66 A-1 12/19/88 20,000 
AFESC 1489-1489 FIREFIGHTER. F89-68 09/14/89 155 ,- 000 
AFESC 1489-1489 FIREFIGHTER F90-36 ;u 50,000 
AFESC 1489-1489 FIREFIGHTER F91-11 01/14/91 50,000 
AFESC 1489-1489 FIRRFIGHTER F91-19 03/12/91 50 ..- 000 
AFESC 14B9-1489 FIRRFIGHTER F91-29 l/ 30,000 
AFESC 1489-1489 FIREFIGHTER F92-5 1./ 132,000 $ 980,000 

AFESC 1489-1489 OPTICAL N86-126 08/11/86 30,000 
AFESC 1489-1489 OPTICAL N87-96 07/07/87 50,000 
AFESC 1489-1489 OPTICAL NBB-25 01/06/88 100,000 
AFESC 1489-1489 OPTICAL N89-55 OJ/29/89 15,600 
AFESC 1489-14B9 OPTICAL N90-104 09/14/90 23,500 
AFESC 1489-1489 OPTICAL N91-021 11/30/90 9,600 228,700 

AFESC 1489-1489 PLASTIC BLAST F89-60 06/14/89 200,000 
AFESC 1489-1489 PLASTIC BLAST F90-49 03/12/90 100 ,. 000 
AFESC 1489-1489 PLASTIC BLAST F90-49 A-1 OB/16/90 150,000 
AFESC 1489-1489 PLASTIC .BLAST F91-l:3 11/16/90 200,000 650,000 

AFESC l.489-1489 POSTGRADUATES NB6-119 08/15/86 20,000 
AFESC 1489-1489 POSTGRADUATES NB7-25 10/29/86 25,500 
AFESC 1489-1489 POSTGRADUATES NS7-:?.5 A-1 04/02/87 20,000 
AFESC 1489-1489 POSTGRADUATES N88-12 J./ 67,000 

U'I 
""' 

APPIIIQ.IX D - IR'TERAGBNCY ORDERS ISSUED 'l'O THE DEPARTJIIBN'l" OF ENERGY 
(cont -' d) 

I'NTERAGENCY PROJECT INTERAGDCY 

AC'l'IVJTJ AGJU:D»f',l' 110 NAME ORDER. HO. DATE 

AIR FORCE: {cont'd) 

See footnotes and acronyms at end of appendix. 

OAK RIDGE FIELD OFFICE 

DOLLAR 

VALUE 

TOTAL DOLLAR 

VALIJE 



AFESC 1439-1489 POSTGRADUATES N89-22 12/08/88 
AFESC 1489-1489 POSTGRADUATES N90-14 10/23/89 100,000 
AFESC 1489-1489 POSTGRADUATES N9l-20 10/30/90 108,960 
AFESC 1489-1489 POSTGRADUATES N91-37 01/23/91 50,000 
AFESC 1489-1489 POSTGRADUATES N91-45 03/11/91 65,616 

AFESC 1489-1489 SOLID WASTE N91-107 08/15/91 50,000 50 1 000 

AFESC 1489�1489 RADON F90-57 09/14/90 50,COO 
AFESC 1489-1489 RADON F88-25 02/D7/91 75,000 
AFESC 1489-1489 RADON N91-116 08/07/91 100,000 225

(
000 

MAC 1660-1660 ADANS SCBB 86-002 OB/28/86 1,434,000 
MAC 1660-1660 ADANS SCBF 87-002 03/24/87 290,000 
MAC 1660-1660 ADANS 87-029 07/29/87 95,000 
MAC 1660-1660 ADANS 87-047 09/24/87 4,500,000 
MAC 1660-1660 ADANS 88-010 12 / 23 / 87 800,000 
MAC 1660-1660 ADANS 88-047 09/20/88 J,000,000 
MAC 1660-1660 ADANS 89-053 09/20/89 1,000,000 
MAC 1660-1660 ADA.NS 90-001 10/23/89 4,000,000 
MAC 1660-1660 ADA.NS 90-025 04/17/90 550_, 000 
MAC 1660-1660 ADANS 90-036 07 /12/90 50,000 
MAC 1660-1660 AOANS 90-038 08/31/90 l.4,800 
MAC 1660-1660 ADANS 90-040 09/07/90 75,000 
MAC 1660-1660 ADANS 91-001 10/01/90 2,000,000 
MAC 1660-1660 AD.ANS 91-005 12/10/90 750,000 
MAC 1660-1660 ADANS 91-006 12/ 10/90 1,800,000 
MAC 1660-1660 ADANS 91-015 02/25/91 800�000 
MAC 1660-1660 ADANS 91-034 07/01/91 J,200,000 
MAC 1660-1660 ADANS JCS FUNDS 03/01/90 171,873 24,780,673 

UI 
<D 

APPENDIX D - INTERAGENCY ORDERS ISSUED TO TUB DEPARTMENT OF ENERGY OAK RIDGE FIELD 
(cont'd) 

ACTIVITY 

AIR FORCE: 

IN'l'ERAGENCY 

AGREEMENT NO 

(cont'd) 

PROJEcr IN'I'ERAGEHCY 

N.AME ORDER NO. 

See footnotes and acronyms at end of appendix. 

OOLI.AR 

VALUE 

$ JJ,000 

$ 490,076 

OFFICE 

TOTAL DOLLAR 

VALUE 



DEFENSE AGENCIES: 

OLA 1872-All9 SAMMS I3 Jj

DLA 1872-A119 1/SAMMS 13 

TOTAL DEFEl!irSE AGERCIES 

TOTAL DOD 

DLAH-9-Zrut-6 
DLAH-9-Zrut-6 A-1 

07/10/89 
09/15/89 

196 INTER.AGENCY ORDERS 

250,00C 
500,000 s 750.000 

$ 750,000 

$ 97,113 ., 723

MAC 1660-166Q 
MAC 1660-1660 

A !1/SIFICS 
1/ASIFICS 

FMI92-0l 
ACI90-03 

10/21/91 
12/22/89 182,050 

MAC 1660-1660 �IASIFICS ACI90-04 06/01/90 200,ooc 
MAC 1660-1660 !/ASIFICS ACI90-01 09/17/90 200,000 
MAC J.660-1660 
MAC 1660-1660 
MAC 1660-1660 

ASIFICS �I

ASlFlCS �I

ASIFICS �/

AC191-006 
ACI91-014 
ACI91-007 

01/30/91 
02/11/91 
06/25/91 

400,000 
100,000 
450,000 

MAC 1660-1660 DATA ADMIN XRSB90-0J 06/05/90 58,346 
MAC 1660-1660 DATA ADMIN 90-029 06/04/90 190,754 
MAC 1660-1660 DATA ADMIN 91-002 10/10/90 220,000 
MAC 1660-1660 DATA ADMIN 91-016 03/06/91 50,000 
MAC lE,60-1660 DATA AlJMIN 91-016 A-3 04/02/91 75,000 
MAC 1660-1660 DA.TA ADMIN 91-026 04/22/91 115,000 
MAC 1660-1660 DATA ADMIN 91-029 06 / 12/ 91 106,000 
MAC 1660-1660 DATA ADMIN E8791L307 07 / 12/91 151,0IJO 
MAC 1660-1660 DATA ADM!N 91-037 08/ ll/91 soo,ooo 

MAC 1660-1660 DATA ADMIN 91-037 A-1 08/30/91 71,000 1,537.100 

T0'1'AL AIR FORCE 

APPENDIX g ;[NTRRAGENCY ORDHRS ISSUED TO THE DEPAR'l'MKNT OF ENERGY OAR RIOOE FIELD OFFICE 

(cont"d) 

UITERAGDICY PROJECT 

ACTIVITY AGREEMENT NO NAME 

AIR FORCE: (cont'd) 

INTERAGENCY 
ORDER NO. 

see footnotes and acronyms at end of appendix� 

DOLLAR TOTAL DOLLAR 

VALUE VALUE 

$ 687,900 s 2,219,950 

$ 34,024,450 
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APPENDIX D - INTER.AGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RIDGE FIELD OFJilICE 
(cont'd) 

!I ProEBc:t was identified in the allegation lett(.'f. 
lJ lnte<agency orde, BFVS-91-073 hes been amended once IA· 1 ]. 
JI Date of the mteragenc:,,i order oould nat be identified. 

!/ ASIFICS was the only project properly authorized by a contracting offic�I. 

Department of 1he Army 

AVSCOM  Aviation Sy!items Command ...............................................
BRADLEY TOW Bradley Program IMICOM! ............................................... 
CAESAR  Competrt.1on In Conuacting Act Acquisition Expert System ISlMAI .......... ,, .....................................
CCSS Commodity Command Stan(lard System (AVSCOM} ................ p ............... .... ..... .. ,, ....... 

DBMES Data Base Manager Expert System (SIMAI ................................................ 
GROUND  Grnund TOW Program !MICOMI  ........................ ............ ...........
IMA 11am Managers Assistant Expert System IMICOMl ........................................................ 
ISO lnformatton Systems Design (MICOMI .... ............ ........................................ 
IV&V TPS Independent Verificatmr1- anc1 Validation of Test Program Sets iMICOMI ..... q . ... ... . . ... .. . .  H ........ . .. . ........ 

KWAJALEIN  Envrronmcntnl Restoration at U.S. Army Kwa1.alein Atoll, Republ:c of the Marshall Islands ISDC) ...... ., ......... ,. ... , .• , .................
MICOM  Missile Command  ...................................................
PERM Prototype Electronic Si-anature and Rocrnds Management JMICOM! ..................................................... 
SOC  Strategic Defense Comrnant'.I ....... ... ........... ., .... ,"' ..... , ...................
StMA Systems Integration and Management Act1v1ty  .... -� .......... "'"'"""··· .. ·····•···•· ............. 
TSIP  TOW Sight Improvement Pro�ram (MICOMI  .......................................................

Deoartment ot the Navy 

FALLON  Remedial lfwest1gation and Feasibility Study at Naval Air Station, Fallon, NP.v;i,da (NAVFACI  ................. � ................................
HAWAII Hawaii Waste Minimllation Program (NAVFACI  .................................................. 
HMC&M  HAZMAT Cormol and Management (NAVFACJ  .................................................
MARE ISLAND Remedial Investigation an� Feasibility Study at Naval Shipyard, Mare Island, California (NAVFACI ........................................ 
MOFFETT FIELD Remedial Investigation an� Feasibility S1udy at Naval Air Station, Moftett Field, California (NAVFACI .............. ............ ............ 

NAVFAC  Naval Facihties; and Engineerrn:i Command ....... � .. �·······-- ...... � .....................
NAVOSH Navy  Occupatior.al Health and Safety Productivity Measurement {NAVFACJ  ................................................
NAVY RADON  Navy Radon Ass:essment arid Mitiga11on Proiiram, (NAVFACI ........................................



APPENDIX D - IN'TERAGENCY ORDERS ISSUED TO THE DEPl<RTMEIIT OF ENERGY OAK RIDGE FIELD OFFICE 
(cont'd) 

Departme;nt qf the Air Forge 

ADANS  Automated Deployment Analysis System (MAC) .................................................

AFESC  Arr Force En91neer1ng and Services Center  •.•... u., ..........................................

AIR STRIPPING Air Stripping with Emissions Control (AFESC) .... ., ................................ 

AIRBORNE GAS  NatJonal Pl.:!n for Aunospheric Research nn Airtrn,ne H.aza(dous Gases (AFESCt ,, ....................................

ASIFICS  Air Sew,c:e lnoustnal Fund Integrated Computer System (MACf ..................................................

BiOREACTOR  Treatment of Chiormated Otganic Compo,.mds wrr.h Aboveground Biareactars- [AFESC)  .... , ................... ,. ................

CAISIS Combat Readiness and lnfra.structt.nre Support lco� Software Activities [AFESC) ................................ M ... , ••• •• ••••••••• 

OATA ADMIN  Data Administration Program (MAC) .........................................

EOIAC Environmen1at Quality lnforrnat1no Analy.s1s Center (AFESCJ ....... ., ... ,.,. .................................... 

FIREFIGHTER fire Fighte1 Cenif1catmn Program (AFESCI .......................................... 

MAC  Militc:1ry Airiift Command  ......•.... � .•.•.• ,,.., .. -.. , •....•.•.... ,. ...........

OPTICAL  Optical Fiber Pressure Sensor Program IAfESC) ...............................................

PLASTIC BLAST  P!ost,c Media Blasting· Phase II IAFESCJ ....................................

"' POSTGAADUA. TE  Postgraduate Research Program (AFESC)  .•...•...•...................••.....
� RADON  Air f-Orce RJdon Program (AFESCJ ......................................... "' .......

SOLID WASTE Solid Wasto. Management Program [AFESCJ ........................................ 

Other Activities 

DI.A Defense Logistio.s Agency ................. ...................................... 

SAMMS 13  Sra.ndard Automated Maten"I Management System Immediate Improvement Initiative {DLAI ..............................................
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See footnotes and acronyms at �nd of appendix. 
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APPENDIX E - SCHEDULE OF INCURRED ADDITIONAL COSTS (cont'd) 

11 Other direct cost (ODC) includes matenal.s, computer, and purclrns1ng c:o-sts. 
'j,J Subcontra-:::tor cost -divided by 1otal cost eq�J.s percMt MMES off!oaded. 

}/ Percent MMES offloaded multiplied by MMES cost equals additional cost of the project. 

ii Project Issued to Oak Rtdge N&tional Laboratory for work that was not unique to them� 
_2./ The ASIFICS p.roJect did not have any additional costs bEcaus:e tne project was app,OYed by R DaD c::imract111g offic1a! .as a justified :sale-.source 

procurement to 0.ak Aidgll:! National Laboratory. 
§:.1 OcD -program offices aid not recerve adequate de.t.31.'-ed data to 1dentrfy costs billed,

ADANS Automated Deployment Analysis System  ...............................................

AIR STRIPPING Air Stripp,ng v,.,ith Em15sions Control ........................... ., ..•... .,.
AIRBORNE GAS Nat1ooal Pian for Atmcsiihenc Research Oil Airborne Hazardous Gases  .. . "' ....... , ............. ., .. _ .... 
ASlFlCS  Air Service lndustnal FtD1d Integrated Ccrnputer System for AMC R-equ1rments .................................................

BJOREACTOR Treatment oi Chlorinated Organic Compourids with Aboveground Bioreactms  .........................................

! BRADLEY Bradiev TOW Project  .................................... ,. •.. ..• ,.
CA.ESAR Cornpet1t1oiln In Contractin{l Act Ac:qu1s1tion Expert System for AMC Requ,rements  ....... _ ...................................... ,,

CCSS  Commodrt"P' Command Stanriard Sys.tern  ..•...... , ....•.••.. , .. ,u., ........................
CRIS . Cornbat Readiness and 1nfrastructure Suppott lean Software Acrn,1t1es ............................................... "'.,,,
DATA ADMIN  Data Administration Prngram ........... , ............................
OBMES Data Base Manager Expert System  .......................... ., ......................

EO!AC Envlronmental Quality lnformaitton Anal·;s1s Center   ...................................................

FALLON . RemedEal lrwestig11tion and Feasrhiity Study at Naval Air Station. Fallon, Nevada ................ ., ..... fl ......... . .. . .......... 

FIREFIGHTER  Fire Fighter Certnicat1on Program  .........................................

GAOUND  Ground TOW ProJect ...............................................

HAWAll Hawcii Waste Min1mizat1on ProJect   ................................ '" ...............
HMC&M  HAZMAT Control and Management Project  ................................................

IMA ltem Man�gers Assistan1 Expert System .. ,,H········"'"''"····························· .. ··

l5D  lnformation Systems Design •. ,,--u ...............................................
1V&V TPS Independent Verification and Validation o1 Test Prog1am Sets  ............................................. .



0\ 
!JI 

APPENDIX E - SCHEDULE OF INCURRED ADDITIONAL COSTS (cont'd) 

K\VAJAl£1N  Environmental R1:s.taration at U.S. Army Kwajafetn Atoll, Republic ol tne Marshall lsja.nds ..................... ,. ...................

MMES . Manin Mariella Energy S�stems ..................................................

MARE ISLAND  Remedtar lnvest1gation and Feasibility Study .at Naval Sh1p'r'ard, Mare Island, Cc:1lifomia ............................... �.� ...•.
MOFFETT FIELO  Remedial lnvesligation and Feasibility Study at Naval Air Station, Moffett Field, California  .....................................

NAVOSH  Na,vy Occupational Health and Safety Productivity Measurement Study ...............................................

NAVY RADON Navy Radon Assessment and Mitigation Program ....................................... 

ODC  Other Direct Cost  ...... ................................................

OPTICAL  Opt,cal Fiber Pressure Sensor ProJect .................... ...........................

PEAM . Prototype Electronic Signature and Recor-Os Mam1gement ........... ,. ................ ...................... 

PLASTIC BLAST  Plastic Media Blasting Phase II .. . ..................................
POSTGRADUATE . Postgraduate Research Program ..................................

RADON Air Farce Radon Program ............. ,. ........ ,, ........................ 

SAMMS ;13  Standard Automated Materiel M.2nagernent Svsrem Immediate lmpro"erncrrt Initiative .............................................

SOLID WASTE  Solid Waste Management Program . ......................................

TSIP .  TOW Sight lrnprooement Pr01ect ......... ..........................................





APPENDIX F - ECONOMY ACT ORDERS ISSUED FOR AUTOMATED DATA PROCESSING RESOURCES 1./ 

DoD 
Activity 

AVSCOM 

MICDM 

MICOM 

°' MICOM 
'"' 

MICOM 

MICOM 

MlCOM 

MlCOM 

SIMA 

Project 
Na.me 

ccss 

Description of ADP Project 

Independent review of regulatory guidance and 
the commodity Command Standard System 
requirements. 

Dollar 

Value 

$2,975,DOO 

BRADLEY Provide program planning analysis and risk 
assessment management support. 

GROUND Provide engineering, research, analysis, 
technical evaluation, weapon system integra­
tion management, technical assistance, 
financial management, and program management 
support. 

IMA Develop prototype, test, and implement an 
item management expert system. 

lSJ Provide support and modernization efforts to 
the computer systems environment. 

IV&V TPS Provide research, analysis, and evaluation to 
software performance. 

PERM Develop and implement a prototyl)e electronic 
signature records management system. 

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

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

1,017,089 

1,450,815 

710,781 

5,591,000 

741,148 

1,664,118 

1,216,000 

578,000 

See footnotes and acronY11iS at end of appendix. 

Additional 
cost 2J 

$359,002 

127,711 

297,460 

158,820 

609,621 

92,533 

213,314 

228,429 

79,058 



APPHNDIX F - ECONOMY ACT ORDERS ISSIJED FOR AUTOMATEil DATA PROCESSING RESOURCES lJ (cont'd) 

DoD 

Activity 

SIMA 

AFESC 

AFESC 

Project 
Ha.me 

DBMES 

CRISIS 

EQIAC 

Dollar 
Description of ADP Project Value 

Develop an artificial intelligence center, 
database manager expert system prototype r and 
train people on the expert syste11. 
Also� develop a standardization system that 
would link five major subordinate commands 
together, and install th€ network and 
software. 979,500 

convert satellite obtained intelligence data 
to automatic imagery syste::us to be used for 
targeting purposes� 545 r 000 

Establish an environmental quality 
information analysis center. so,ooo 

.Additiona1 
Cost lJ 

$187,135 

0 

4,796 

o, MAC ADAN'S Develop scheduling algorithms and the rela-
tional database interface to support them. 

MAC 

MAC 

DLA 

TOTAL 

24 1 780,673 

ASIFICS �/ Develop an information management system to 
support accounting, budgeting, and analysis 
functions for the Financial Management Office. 2,219,950

DATA ADMIN Clean-up the man-machine interface and develop 
user manuals on the database standardization 
program. 1,537,100 

SAMMS 1 3 Provide programmatic and operational test and
evaluation i;upport for the Standard Automated 
Management System leading to certification of 
the system for agency-wide deployment. 

 

750.000 

$46,806,174 

see footnotes and acronyms at end of appendix. 

4,970,976 

0 

190,609 

152,]06 

$7,611 ,. 770 



APPENDIX F - ECONOMY ACT ORDERS ISSUED FOR AUTOMATED DATA PROCESSING RESOURCES 1/ (cont'd) 

!I These Economy Act orders were issued with-::1ut authmization.

i1 Additional cost was computed in Appendi• E, "Schedule of lnccrred Additional Costs.·
J.I ASIFICS was authoriz,ed by a contracting officer a 00 therefore a dditianal costs were zero. 

AOANS  Automated Deployment Analysis System ..................................................

AOP  Automated Data Process,r,g  .......................................................

AFESC Air Force Engmoonng ano: Services Center .... � .............................................. 

ASIF!CS Air Service lndustna! Fund Integrated Computer System ................................................. 

AVSCOM . Aviation Systems Command ............................................... 
BRADLEY  Bradley TOW Pro1ect ...............................................

CAESAR  Compe:titton In Ccnuact1� Act Ac:quisition Expert Sy.stem for AMC Requ1rem�rrts .................................................

CCSS Comrnornty Command Stanoard Svstem ..................................................... 
CRlSIS . Combat Readiness and lnfr.astructJre Support lean Software Activities: .• ,u ........... , ......... " ..... .. ... . ....... ..... 

DATA ADMIN Dzitz, Admin1stretion Prngram ................. '" ...... """ .......... 

DBMES  Data Base Manaper Elc?ert System ..................................................

DLA Defense Lo,iistics A11er,cy . .......................................... , ........... 

EQIAC  Environmental Quality Information An.alysLS Center .................................. ...................

GROUND  Gr<iund TOW Project ................................................

IMA .  Item Managers Assistant E,c:pert s.,.stem ......................................................

ISD Information Systems Design ........................................................ 
IV&V TPS  Independent Verificatior, an:I Validation of Test Program Sets ............. , .................................

MAC Military Airlift Command ...................................................... 

MlCOM . Missile Command .................................................. 

PERM  Prototvpe Electronic: Signature and Records: Managemem Pn)ject ........................... ., ........................
SAMMS , 3  St•noard Automated Materiel ManaQement System lmme�,ate Improvement Initiative ..............................................

SIMA  Systems Integration Management ActiYity  •.•••.•. �·······�······�········· ........... , .........

TSLP TOW Sight lmpmvement Pmject  ....................................................... 





Al'.lli,i��t} g - ECONOMY AQT.-.. ORDERS BETl{��:N .. R9P ACTIVITIES AND OTHER 

FEDERAL AGENCIES 
t 

_fi:�QLY Pilf !i 

01£1,lattrnant Qf Aq1;;ncy .1]_fill .lllll.il 
Un millions} 

ll.ll 

l"Jepartrnent of Energy S1,7BD.O $2,115.0 $2,450.0 1!
Department of Health and Human Servirns 14,7 12. 1 18.6 

Department of H c,1.1::,mg .:ind Urban Dell elopment .2 .3 .2 lJ 
Department cf Interior 63.6 6.2.e 66.5 :Jj 
Department of the Treasuty .8 B.S 16.2 

Department of Transl)Ottat1a1\ 69, 1 !I
Depa<tment ,)f Veterans Affairs 10., .Q.I 

Environmental Prot�ction ADeocv Ul 1.8 3.5 
Federal Emergeni::y Management Ageocy 44.3 85 1,4 !ii

General Services Administration 236.3 210.9 193,0 
Government Printing Of1ice 26 '1.1 .2 3 3. 7 257.3 
National Aerooautics and Space Administration 292.7 186.0 ll
National Science Foundntion 29.9 26.9 29.3 
Office of Personnel Management 2., 7.6 14.B

Tennessee Valley Authoriw J46.5 �I 

Totalt. 4jkfiQ .Q $2.980.8 t�ii�Q,� 

Aesponses to a questionnai<e to DoD activities during the audit, ''DoD Prncuternel"Jts Thmugh the Tennessee 
Valley Authority." shOwed that m 1991, DoD activi ies senl interegency orders to the t Departments of 
A9ritulture, Commerce, Justite:, L:;1bor, and St.;1te; the Central Intelligence Agency; snci the Foderal Aeserve 
Bank. l-lowe11er, dollar amounts were not 1dent1hed 1n the responses. As a result, the schedule is incomplete. 

Ah.rn nut shown .ire the Department of Education, the Nuclear R.egul.:itnrv Commission, and the Sm1th!Orliiln 
!nstjtute, which did not receive any imeragency orders from DoD activities durino FYs 1989, 1990, aml 1991;
and the Library of Congress, which established controls to preclude the acceptance of unauthorized ioterageni::y
orders from DoD .t.1ctivitias as a result of the review completed in 1 990.

11 Amoums for FYs 198!:I, 1990, and 1991 are estimates sirice tomplete daur were not available. 
Jj The amount during FYs 1989, 1 990, and 1 991 were between $.2.00,000 and $J00,000; however, for 
FY 1992 the amount of OoD mteragency orders increased to S 1.206,900, 
11 Amounts for FY=, 1989 and 1990 are estimates since complete data were not avadahle. 
,1/ Data were provided for FYs 1987, 1988, and 1969. 
§/ Data for FY& HISS aM 1990 ware not a"ai!able.
§.I An interagenc.y order tor FY 1989 was modified 17 times and aceounts for $42.,S. million at the $44.3
million id1mtified tor FV 1989.
11 Data for FY 1989 were not available-.
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APPENDIX H - NON-pop FEDERAL�Y FUNDED REfEABQH AID �1.Y.JLOP}lffliT 
CBlM.'ERS FUNDING FOR� 1993 ($ MILLlONSl

...... 
ARMY 

(3) 

NAVY 
{3) 

USAF

(3) 

 SDIO 

(3) 

DARPA DIA NSA 

(2) 

DNA oso JCS OLA TOTAL 

.... . .. _,_,,,_,.. .. 
Ames National 
LaboralUJ')' 0.03 0.03 

Argonne National 
Labor1ttory 0.90 2.80 3.70 

Jct Propulsion 
Laboratory 1,)0 1,)0 

Jet t'ropulsion 
laboratory 0.30 0.30 

.... 

. lo$ Alamo$ 
National Laboratory 2.70 1.60 12.SO 2.60 19.40 

Lawreoce Berkeley 
Laboratory 0.70 0.70 

Lawrence Livermore 
National Laboracory l.80 0.60 0.30 0.30 7.SO 10.40 

........... -·-

Sandia National 
Laboratory 5.20 3.00 3.10 lJ.30 

Oak Ridge 0,30 0.30 
........ ···-u� 

Total 12.90 4.70 --- 16.10 0.30 S.60 7.80 47.30 

§ourG@i Qicecaor ot Defense Research and EngiQMci09 netoon&e to House ApptoprlatioQJ �9ffin'1ln�J�eoort
102"'95. Paga 170 Item 1 . 1 

All data are estimated FY 1993 obligations based on current planning and ate subject to change 
{1 I M�y bl) limited by the <1v<1il<1t>le funding ceiling given in the FFRDC Menliigement Plan [not shown). 
{21 Data available but is clas6ified (Confidential). 
(3t No ,espo11Se provided. 

DARPA  Defense Advanced Research Projects Agency  ............................................
OtA Oefen&e lnt.elligence Agency  (ttlff1HHntt•: •tr1•4 n��rrrn•,:,,nnnu,n, 

OLA Oefense LogistH:s Agency  ....... ,, ...... ,,,, ............................. 
DNA  Defense Nuclear A�ncy  ................................................
JC$ Joint Chlefs M Staff  .. ,,. ..... w .................................... 

NSA  National Security tmcy .. ,,,,, ............................. " ...... _. .. Ag
OSO Otfice of the Secretary of Defense  ............... , ..... , .......................... 
SDIO Strategic Oefe11se Initiative Organization  ............................................... 
USAF  United Statitt Air Fotce ..............................................
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APPENDIX I - SUMMARY EQ'.l;ENTIAt BENEFITS RESULTING FROM 
AUDIT 

or 

Recommenclation 
Reference Description of Ben�fit 

Type of 
Benefit 

A.La.

A.Lb.

A.2.

A.3.u.(l)

A.J.a.(2) 

A.3.a.(])

Internal control. Issue guidance 
that requires a contracting 
officer to review and ap�rove 
interagency agreements and order�. 

Nonmonetary 

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

Nonmonetary 

Complian�e. R�vise DoD 
Instruction 4000.19 to include 
guidance that specifies format 
and content requirements ot 
interagency agreements. 

Nonrnonetary 

Compliance. contracting officerb 
should review qctive intcragancy 
agreements with non-DoD activities 
and determine if the contracts need 
to be tran�ferred to DoD for contract 
"'dministration. 

Nonmonetary 

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

Compliance. Approve Economy Act 
orders only if DoD realized a 
unique servica, benefit, or cost 
savings. 
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APPENDIX I - SUMMARY OF POTENTIAL BENEFITS RESULTING FROM

AUDIT (cont'd) 

Recommandation 
Reference Description of Benefit 

Type of 
Benefit 

A.3.b.

A. 4.

A. 5.

B. 

C. 

D. 

Compliance. Require disciplinary 
actions be taken against DoD 
program officials who knowingly 
exceeded their authority and 
violated public law. 

Nonmonetary 

Internal control. Require that 
a DoD accounting officer have 
documented approval prior to 
allocating and committing funds 
on Economy Act orders. 

Nonmonetary 

Program results. Establish a 
central point of contact within 
DoD to oversee use of interagency 
agreements. 

Nonmonetary 

Internal control. Require that 
future interagency agreements 
include a requirement for submission 
of progress reports and detailed 
cost data and the perfor,mance of 
reviews by DoD program officials to 
ensure billed amounts are accurate. 

Nonmonetary 

Program results nnd internal 
control. Establish a syst,:;m to 
track dollars expended und,:;r 
interagency acqui�itions. 

Compliance. Issue guidance to 
clarify the applicability of 
the Economy Act and Project order 
Act to interagency acquisitions. 
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APPENDIX J ACT.IVI'I'IES VISITED Olt CONT1\CT�.P. �=· 

Office of the Director of Defense Procurement, 
Washington, DC 

Office of the Assistant Secretary of Defense (Production end 
Logistics), Washington, DC 

Comptroller of the Department of Defense, Washington, DC 

Departmont of tbe Ar;:m.v 

Inspector General, Department of tne Army, Washington, DC 
Headquarters, Army Materiel Command, Alexandria, VA 

Army Missile Command, Huntsville, AL 
Army Strategic Defense Command, Huntsville, AL 
Army Aviation syst.�ms command, st. Louis, MO 
Army Systems Integration and Management Activity, 

st. Louis, MO 

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

Headquarters, Naval Facilities Engineering command, 
Alexandria, VA 

Co�ptroller of the Navy, Washington, DC 

lte.aa.rtment of ... th.a. .. JUr. Force 

Office of the Assistant Secretary of the Air Force 
{Acquisition), W�shington, DC 

Air Force Military Airlift Command, Scott AFB, Belleville, 
IL 

Air Force Engineering and Services Center, Tyndall AFB, 
Panama city 1 .FL 

Defense Activitiu 

Headquarters, Defense Logistics A9cncy, Alexandria, VA 
Headquarters, Defense Nuclear Agency, Alexandria, VA 
Defense Criminal Investigative Service, Washington Field 

Office, Arli.ngton, VA 
Director, Defense Advanced Research Projects Agency, 

Washington, DC 
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APPENDIX J - ACTIVITIES VISITED OR CQNTACTED (cont'd) 

Non-Defense Federal Activities 

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

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

Eastern Regional Audit Office, oak Ridge, TN 
Department of Energy, Office of Organization, Resources, and 

Facilities Management, Washington, DC 

Non-Government Activities 

Martin Marietta Energy systems, Data systems Research and 
Development Division, Oak Ridge, TN 

Martin Marietta Energy Systems, Hazardous waste Remedial 
Action Program, oak Ridge, TN 
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APPENDIX K • REPORT DISTRIBUTIOII 

Qffige of the Segretery of Defense 

Under Secretary of Defense for Acquisition 
Director of Defense Procurement 
Assistant Secretary of Defense (Production and Logistics) 
comptroller of the Department of Defense 

Department of tht Armv

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

D1partment of the Navy 

Secretary of the Navy 
Assistant secretary of the Navy (Financial Management) 
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 

Defense Activities 

Director, Defense Contract Audit Agency 
Director, Defense Logistics Agency 

Non-Dafenae Activities and Individuals 

Office of Management and Budget 
Office of Federal Procurement Policy 
u.s. General Accounting Office, National security and

International Affairs Division, Technical Information
center

The Chairperson and Ranking Minority Member of the following 
Congressional Committees: 

senate Subcommittee on Defense, committee on 
Appropriations 

Senate Committee on Armed Services 
Senate committee on Governmental Affairs 
House committee on Appropriations 
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APPENDIX R - REPORT DISTRIBUTION (cont'd) 

congressional Committees (cont'd): 

House Committee on Armed services 
House Committee on Government operations 
House Subcommittee on Legislation and National security, 

Committee on Government Operations 

Inspector General, Department of Energy 
Inspector General, General Services Administration 

80 



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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DIRECTOR OJ' DEFENSE J?ROCUR!lMfINT CO�.llft!I 

Of"FICE 0,. THE UNDER SECRET ARV OF DEFENSE 

Wl'.SHINQTON, DC 20301·3000 

OCT O 8 ,m· 

DP/CPA 

Hf.M)AANDUM t()k DIP.&CTOll., CON'rfl.ACT w.NAGEHBNT DIRECTORA're, INSPECTOR 
GENElW.i,' D�AA'NN'T OF DtfENSE 

SUBJECT: Dratt �,11l1t aoport on the Allegatilffl ot lnptQPriet!a!J 
Involvi09 Doi) Acqui91Uon of S•tvi�• tlu::t1\19h t.M 
l>epartlllllnt ot Energy (Project No. 1CIH)Ol31 

Thi• ill in r•sponH to your r�•t for our C<XM1ent:t on the 
subject (I.raft report. We agree with the g$n,ud t.br\lst ot the audit 
r.pon that o.part.afflt ot oetenae (Doi)) pt09ru otticlala b.av• 
circumvented l>¢l> eontr�ting oltic.ro in plaoinq orders un�� th.6 
f.eonomy Act vu inte.ragency J9te91'Qtiits. W. do not aqre� with y<>lir 
reCOJllfflended oorre<:tive action.t vhenii� the contracting otficar'a role 
in this matter nee.ds to be r&de!i.nitd and •tr•n9then�. Thou eftorts 
c&nnot. ill themselve.t, correct a ftt.ilure by pt09ram offkiah to 11111.k.• 
IJH of tb• oontract!Aw otf1oer. Thh 19 cl.ft a1uu11ple where making 
uhan<Jea to th& Det�se F�.ral Acquisil:.icn "RagulAtioo. suppllltllilnt 
(D!'MS) have llU.nimal etf.ot b&c&uH the individlah involved «ni not 
OTA.RS usera. 

Tht rapo.rt fa.ill to give i,daquate r•OJ091\ltion to ettort, to 
addreH tha probla. ror exaq>l•, the Und(ii.c Secretaey ot Defense for 
Acquisition (USD(A)) llleD)Z'andull of 0¢tober 2S, UM (attactuid), 
addressed the subject of contuct offloadil\q. ltr lib MmOranctum, the 
OS'D<At nquHt.ci the Service. 1":quiaition. Executiv.t aod tM Directors 
of the D•tense A94111eiet talte •wreni\1\1 �Qt:ion to el\8\lre that prcl9ram 
oft'idia.la artt trained in the appropriate UH of interageney 
oontram.-,in9 a9�ta, ea reiiil'ld. pro;r,a offleiela. thf.t th• 
contrsctin� officer Jmst opprove th1I UH ot intangMCy agreement.; 
and to •�tablUh internal <:o.ntroh to .,:,sure oampUance with elCJ..ating 
policiea .and p�res. 

��,,. 
We have alllo initiated changes to r.qulat!on t�t will provhto 

the neoeua:r:y int•ni.l. .:ont.rola to aaaua1 that procedure, ue be!n9 
followed in pla.eing Economy Act ordan. For e1taq1l•, - lnt•nd to 
requirtt th• Depart:Mftt to v .. a x-viHd 00 Fora 441 that. •ill h&v. a 

bloell tor t .. ooattaeU.., ottt...r to pl- - ""' L
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QXJtlQTOR QF DEFBNSB PROCU�EMENT COHMEN'rS (cont'd) 

ol:'fJ.or-a. we belleva that this eftort will, whel\ combined with the 
level ot intneat clearly expreued by the USO (A), introduc. n>re 
diaciplin• into the aoquhition procue a.rid wlll 111\P.rove the proeeu 
ot pl�o1ng order� u,ir.g intera'l$ncy ag�131119nt�. 

Irr. are attachin9 !or your consideration our response to specific 
recoanonclatiQ� th<11t <1i:-e <.1ir�ted to t.he Dh'e<!tor of De!em,e 
Pl'OO\lNMnt, Thank you for t.he opportunity to ¢¢lmlent on th• <ir&!t 
repon;. 

(b) (6) 

El.anor �. Spector 
Director, Defense Procurement 

At.tachmonta 
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DIRECTOR OF DEFENS� PROCUREMENT COKMENJ.I (cont'4) 

----------------------------··---······------, 

SHCil'IC catiatl 

1. We reCOftlllend that. the Dl.t'IICtor of Deteiuse i'roour-ement revlse
g,.tidatle. 1n tM I>ef..-iu hderal .A,;quhitloo P.egulation �la1ent
217.S to:

a. Require that a DcD oont:racUng otficn review and ,approve
all int.er&guey agr:MMnta etlld "�t. iateraq9noy ordeni � 

b. Require that OQD contracting officer determination•
approving intarageni:y acq\lisitions identity the estimated savings to 
be realized by Doi>. 

c. Specify the applicability ot the Sconcmy kt to procuri!IIMnta
made by one DoD Ccniponeat &t the req1H1et of another DoD Component. Deleted 

2. We reeonnend that the Dluctor of Detens• Prooun11'18nt, in
cOQ.rdina.tion with the Asaiatant Secntu)' ot I>ef�i,• (PMU¢Ci0t'I and
L¢q1Jtica), iuu.e ;uidanoe thast apeclfie1 romiat an,;t �t.nt Revised 
requirWIMlnt� o( intaragancy .ig:i;eamenti,, inolud1n9 the applicability
of the g&Mrd gui&nCi\ .in 000 Inettruot:.ion 4000. U, "Intera.tvic.,
Int•rdapaxt:I\Aotal, and :tr.tar&� SUppGrt.•

Dm P.4lepoue: hrti&lly COl:ICJJr:. The Dingto,r or tM Dotenn 
A(lq\lisition P»q\ll«tioM Co\JI\Cd). vHl Qpatl • new oase to cons1da.r 
these �t.ion.a. Rownrt th$ OFARS ia not uaad bf 
nqui�t.. �•OM.el "'°• in tb1l e.u" d.1.a�ued in this r�rt. 
bypass.a contraet109 o!tic.n. Au�titq coveragft 1n the OFW will 
.still not re3ch tl!.eN tac:hnica.l per&aN\411. lt oppea.r1 that 
cont"acti.ng of!icen canaistently tolland direct.ion ailled at them. 

e. Adminhtration of .oco Intera.9enoy Onie.rt

Doi)%(; 11.o�Ddatioo tor Corn<Jtiva �1oa: 

1. Na reco�nd that th-9 Oireetor of. t)etenu Procurement revise
9\11�� in the Detus. Federal Aoquhition ai.9\1\ation S\Wl$111ent Revised 
211.5 to EWqt,titw tut int•ra9ency agre-nts incl.uda provbiona !or
tM au.bldssion of diatailed. pt'QCJrH1 nporta and con data. t'he coat
data should 1det\t1fy oottt incurr.d by tllAI pr.iJDe contractor during
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DIRECTOA._OF OEFENSE_PROCJJR�MENT COMMENTS (�ont'd) 

the period, in.r:::;iUdiDg dlroct h.bor hcurs nnd i.-ate4, materi!!ll C09ta, 
1\lbconttactor <::03t9, other cU�ct cost:,, i,.n4 profit. 

CDI' 11.aepoD••: Nonl:llO.n.cur. The 88.l'mt ration�l• applied to 
rac.oamendatlon Al .t.ppliH, .Si.mp.Ly atatad, �ntr11.cting oC!ican de 
not vrita purcha:,a requei,t3 lU'ICI ehffllld nr.it. b9 expect.ad to ��try the 
contant and fom Qf intera911ncy ll9raament111, llequiting oft.ich,h, "'ho 
an respon_sibb Cor theis; ps;og.raru and are helG a.t.coW\ta.t)le ror tMLr 
!UC<:IJIUt!IJ!J, !!!hould decide what infoi.tion .ii needed for man.a.gement
a.nd c=ontrol purpoi,ee.

Deleted 2. Ne 1"8c01T1110nd tha.t the D1n1eto.r, Det'eru,e Fina.nee anG Accounting
Sruvice, modH'y tba procedurea maru.1,ala for Cinanca and aca:1untin9
offices to raquire that:

b. A� proqr411l. o!fici11.l as; o:iats;11.ctin9 otricer c6rt1f1ea that
the amounts billed by the other Federel 11.g-eticy are proper !or 
p,:l j'Jl'l8n t . 

DDP Rospo,ia•: The rec<Xmlendation i• directed to the Director, DFA3, 
but we do not agl'N that a DoO oont[acting o!fk•r h in a position 
to Ciil'rti!y that the wno,mt8 bil1Bd by ttw oth()r r�derd (lqem::y (lT8 
proper Cor payment. 

C. TrackinQ of Interagency Acqui�lt10fl�

OCDIG b�datia&1 tor Cornet1ft Action: We Nc:�nd thet the 
Under S4i:lcretary o! l)e,fen5Q !or Acquiaiticn e�tabli�h a proe&dure Co� 
ident.ifyinq afld tn<:liting th& amaunt11 o! inte.rl!lgency orders and 
oolated funding with thu Depart..lrant. of Energy and oth&r Fedaral 
ag-encieiL 

CDP 'PMpllUlla: Nonamcur. Wa ar• net COJ'l\'ineed. that 000--wid.a 
prce4tdure �or idiinti!yin9 and tract:in9 thB amounts of interagt1ncy 
orders and rtJl&t-.i funding 1• var-ranted, 
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DIRBC'l'OI OP DEFENSE PRQQVBBMENT CQMMENTS (cont'4) 

Tttt UNDER SECRETARY Of' t>�flcNS! 
WAlifilMGTOH, OC 1<1301 

� PO� SecH'Z'ARIES � TD KILITIIRY DEPAR'l'MEltt'S 
AHEN.TIOO: SP.llYlCE ACQUIS1T10M £XECl.1'l'lVES 
DIUCTORS Of' THE 0U£NS! .MDICIES 

The Dep,artMDt ot o.tann !napseto.t' General (OoDIG) recently 
.initJ,i,l;:.-d another audit ot ccotrac:tiD9 t:hrt:iugh interag,eney 
agreements. ln thia in�tanatt tne Depa.rtMnt. • • \IJI• of auoh 
ag�nt1 to obtain eontra¢:f:.in9 �upport tr<lft the '.l'enneaaee Vallaf 
Authority OVAt, under tbtit TeeMology Brokerlnq Program, b beil\9 
ecruUnized, Tb.• audit b to cbtt•uQ1ne whether Do0', UM of TVA' s 
progra.m b eppropriete, juatified, and approved. (U pJ:Mcril;le<l l:>y the 
Federal Acquisition Regulation and Defeo.ae i'eckr&l Moql&Ultlon 
Req\llat1on S\lpplG111ent) • Tb• audit will al� d<;tteP8illfil whether- or not 
the procedur•s oaed were &d9':l\l&t• eo probk:t ta. Do0'$ int�ro�t,n; 
whether 1nt9.r:Ml controb over tM$e ptOCU�nu �?• adcii(J'Jata; and 
wh•ther the �pa�nt.' a year�nd apeooS,Z19 polic:I.H �N 'li¢l�t•<L 

Roqardlen of the out� <lf this audit, I think it neceat1ary to 
r�inforca our polioiol!I t'(lgar;d1ng '"contnct o!!loacli119. • In a Hay 10, 
1.990, �i-andlllll, the Principal. Oeputy MaittAAt S.et•to.ey ot Defense 
(tr«tuctiou a.n4 I,Qghtica}, oited two aim.il�r Do01G audita Wb!ch 
found prtlbleiu 1.Jt the use of w ottloadit19 technique. In your 
response:1 to the DaDIG on � au.di.ts U.11volvinq th6 Library 1>f 
Ct:,ngreu ati.d the �rt.ment of Energy), :a'°" aq� to pursuo 
e<>rr.ctiv• 6¢.tiOtlt to llin1lliH the 1:"hk of Qrderl'I for Jntaraguncy 
acqui51�1ont b.iDIJ pl&.::.d by unaut�iz4Kl OoO p�Q(Jram official,. 
Jlaa3e em1ure that you have DCrapleted thoae oorrectiv. action• aind 
vui!y that yo11 have e3tohlishe.d effective procoduroa to control th• 
inapptopriat• UM of intengeney contraetJ.ii'] $u.pport. 

&-trly input from the EloD[G indicaT.:ot tbt Wlt NY ttill ll.av• a 
problQJ!l. I want to ezu,um that We &r• ntX i.n vioht.i.Q.ll � tM 
r•g\llat1.ons gowming t:b-e \l.9$ ot intara9enoy a(JreMllltltt; that we Are 
not PO-YU\<J other ageneies to execUt$ cont.tacting f\Jr1cti<>rut that tie 
should bo pcu:foming oUrMlV'et; *-n<l tJ'lat Wit are not u.aing TV1\, or l)ny 
other agency. to circwavent our �.1 y$ar-end spending policies. 

The �ttactled lbting ,;,f "t\mdi.flg ageooies'" waa provided by the 
TVA lHpector Gaoltral' • ott.le.. W. ar .. prcwid.lnq it: for your 1184 in 
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DIRECTOR OF DEFENSE PRQCU!UiMEN'l' CQMMEMTS ( co1:1t '4)

.---------------------------··············-,,,,,,,.,,,,, ______ _, 

r•vi(ilwing your p&rtic!p.ation in the transfer Qf Ool) foods and 
contracting re$ponsibilities to the TVA. 

I trust you will e•ke aggrenive act iori to: (1) en$1,1re tha.t: 
progrAM offi.ci•ls are trained in the &{:,propdate U!M of inter.a�y 
contracting aqreWl'IBnts; (21 remind program officials that the 
contracting officer 111'.uJt approve the use o! such intera9t?ncy 
agreements; &nd ()) e..seal>Hsh l.nte-rnd �trola to usure <:O!lt)li&nee 
witn establi$hed. polici� e.r'ld �roc:edures. 

(b)(6) 

r • , •. ,... :.. 

Att&emn.nt 

CC! 

Director, Wfense �search .and Zngineedng 

Coq)t:roller 

Inape(:tor Gene�al 
Director, Administration and M.11.nagetllillnt 
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DEPARTMENT or THE AR.MY COMMBNTS 

O(f>AFITNIENT Of THE ARMY 
QFflC( OF !HE AU1SU.H"T SECRU.1.RV 

W.l.lliMlp,fG!Q+I, � l'llJ1(H:llOl 

0 5 OCT !S92 

MEJ40PMOOtt FOR ASSisn'AN'I' INSPECTOR GENERAL FOR 
AUOTUJ,ICCt CJEPARfllENT OF DEFENSE, 
4 DO MMY HA.VY Dill VE, ARLINGTON, VA 
n202-2ao,1 

SUSJ'ECT; Dnft Al.ldlt Report on the Allegaticm• ot 
Improptiaties 1nv0Lv1ng OoD Acquiaition of 
Services Through tha Departnent ot !nerqy 
(Froje�t Ho. lCH-OOll) 

'fhe Army cOl'ICUl'"B -with the Inspector Genera.Fa 
findinglil tnat inadaQ\,late or 1nappropriata proc:edurlills 
we.re followed by e.o.a Army act1vitie.s in placing 
Economy Act ordora with tho Department of Energy (DOE) 
between July 14, 1988 and January 6, l992. Tha 
probleas identified are very aimilar to those described 
in Report No, 9;-06, t •Quick-Reaction Report on Do0 
Procurements Through tt1c Tennssaee V.'11.llsy Authority," 
�g we informed you tn our Juna 15, 1992, resporuza to 
that nwrt, the Army h11s 11lr"ad.y h1plemanteid ft muaber 
of corrective actio1111 to reduc• unlYthor1tsd Econoay 
Act transfa:r• "nd omtraJ:t (lfflolldlng. Th•s• 
initiativee include: 

a. th& ABA(JlOA) m&s•age dated December 26, 1991,
that alerted all Ar.y activities to the abuses of 
Economy Act a.uthOrlty and roinforc:ad tha requirement in 
the Defense Federal Acqul•itlon Regulation Supple•ent 
(DFARS) for a con�ractinq officer to ei9n !conomy Act 
determinations. Tba mesaag� alao dlractad thzllt th.II 
budqet or reao�rcllll management official vho certifies t,Q 
the fuhd& citect on a Military Inte.rdapartaental 
�urc:haQ4 �Qqua�t {NlPR) t.o G nan-DoD aqancy under 
auth.ar it of t.ha .Economy Act muet eneura that an Armyl contra� ng orricer n�• mada tbe required detern.inatlcn 
and that it h.,,,8 be.en r�vi�w.ed by counsel. 

b. ch.anqa; to Ar1!ly ke9Ul11tion 37·1, Army
Accounting and Fund control, dated February 18 1 1992, 
1"'hicn bipla,mantlllld. tile direction in the ASA(RDAJ mea511..9e 
concerning the raspon•ibilit1es of funds eertifyinq 
ofticiah,. 

c, a revision to AR 70-1 to reiterate the sama 
�olicy to the ArJDY'• acquisition man�gers. AR 70-1 la 
tha Aray'e impleiaentation of Don Directive sooo.1, DoD 
Instruction sooo.2, and DoD Manual 5000,2-K, 
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DEPARTMENT OF THE ARMY COMMENTS (cont'd) 

d. implementing procedures issued by nearly every
Army contracting activity. 

A major difference between the tvo audlt• •hould 
be noted, however. The Department of Energy, unlike 
the TVA, la clearly subject to the Federal Acqui•ltion 
Regulation (PAR) and the lave iaplementing th• 
Competition in Contracting Act (CICA). In addition the 
subject repc>rt deal• vith vork bein9 directed to a DOE­
aponaored rederally Funded Reeearch and Developaent 
Center (FFRDC), a non-protit, national technical 
resource. Procedures tor the use of PJ'JU>Ca ara 
addressed in Ottice of Procurennt Polioy Letter 84-1 
as implemented in FAR Part 15. 

There ia some contusion over the ter. •interagency 
aqreeaent• which is not defined in the report. 
Although thia tera is often used generically to 
describe both long-ten111 non-binding arrangeaents, aa 
vell aa individual Economy Act orders, between 
agencies, we can find no objective definition, guidance 
or procedures related to the establishment ot such 
•agreements• outside the DO! procedures cited in
Appendix A. One thinq should� aade clear about these
arrangements; they are not binding in themselvee but
only aa cited in individual orders (MIPRs) processed
under the authority ot the Econoay Act..

Enclosed ia a response to a&eh of th• proposed 
recommendations for corrective action (Encl l). 
Althouqh many ot the reco1111Dendations are not addressed 
to the Arwy their implementation would affect the Army. 
Also enclosed are ao111e additional e01111Denta on the draft 
report for your consideration (Encl 2), 

D 

Enclosure• 

er: 

SA.IQ-PA 
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B.UOODH to lG l)o.tJ h0.DMtD4tU911 '9r con:t'-tiv• IC\1!1 
Pl'OjHt JfO. 1CJl-00ll 

1. •• reo�•P� tbat tb• Diraotor ot D•t•n•• Proour .. ent
revt.• V\lidaAH i• Def•n• reonal AcquidtioD l�laUoD 
8upJl•••at lubpart ti,.� tot 

•· a.,.uir. thlt • DoD oontl:&Otiti9 oUicn �•vi•• U4
&J>Prov• &11 i�t•r•9eucy aqr•.,..Dtl &Dd S\lbtMtqUezit lat•�ag�cy 
ortt•n.• 

Ar:t¥.',/ poaition; Pirtially concur. until auch ti••&• there 
ia a proi,.r d•tinition and de:•c:ript:lon of •int�ragancy 
agreement••, this term !!Should. not b,e. "blasaed" by includinq 
it in t.he DFUS, exc•pt, si-rhaps to i1h.t• thAt an interAgen(:y 
agieem•nt do•• not comp�i•• an int$ragency order und•r the 
8conon.y Act untaea it obl19atoe appropriated funds. Agancj' 
Acquiaition Executivea/ senior ProcurellAnt Bxecutiv•• •uat � 
allOW('� to designate hi9her level otfie1ala to re:viav 2001'\0my 
Act tran,u,otion&, La•tly - voi.ild not1111 that naithet" the lav 
nor the adotin.9 ragulatlons l:'equire "approval• or ordua by 
& contracting officer, Nr•ty th• 'lllAking ot a de�rmina.t:ion 
a.f to ttwJ epp1;opria.teness ot transferring the r:unds and 
r�quirca.,nte to anotb.al' Fadti'al aqancy pureuant to th• 
Zco1'0JDy Act. Suggest tt\At Recom111tmdaticn 1. A, be reviHd to 
�e&d as tollows: 

•a. R•qQire that o OoO contracting offic:er or hlghet
l•v•1 otticlal ravlev all proposed Bconoay Act ordora 
and prepare the dat.rainatio� raquired by FAR 17,503 aml
OPARS ::117.SOl." 

"b. 811f1Uir• tbat noo eoat�aotia otfio� �aterwl�tionaf •'PPl'O"t'ill9 bteralJ•MY aoqubition• 4.nt:ifJ th• ••t.lnt..S 
Hvi11.;a to M r••i.i••t by DoD." 

li:ray potJition. Nonconcur. Thit �rQp,o11ad requirement is not 
only n<rt r�ired by the �Y .\Ct it.self• b\lt i9 
iapract!eabla and inappropr!at& ih many situationa. 'rh9 
deter•i�ations need only addr-ess wny tri. tranaf•r i• 
a.pproprb.u (e.g., it ia in:appropt'i.atA to buy t.atl.k der.ic.1n• 
tro• th• Li.brary ot Congr<t8•) and in t.h<e l>eat inte:rolt or the 
Gov.rn••nt after condderlng c:onveniene• and "cheapne••"• 

"a. sp�ify tba applloabillty of tb• J�nomy act to 
p�o�r .. ent• •ad• bf oat� oo•ponect at the r�••t of Oeletfid •Doth•.r DOD eiom.poDat, ..
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,-:r,riy position, Conour in p�rt. Tho &conor.y Act ia not �n 
Interservico S�pport �greement. An !cQnomy Act action should 
not request the servicing 09ency to provide contract 
services. An Eeono111y Act a.i;tion shQUld. ill:IIPlY request that 11 
service or supply bG furnishaa to �no ziaquesting agency and 
promise tq pay all leqitimate coats up to the al!Klunt 
oblig��ed �nd -ppropriat&d, 

As a separate hun1e, th• legal 11.pplinabil i ty c! th• 
Economy �ct tc intra-COD transactiona probably does need to 
be resolve� or clari!ie<I., It ia e11qgested thftt, if it i• 
found legally lNilloes$�ry tc upaciflcally cite and Cc•ply with 
the Econamy Act for every intr•-DoD funae transfer C•• 
oppOaed to aoae other statutory authority to trnnafer 
requir01enta and funds within OoO}, the 8ECD!F oc OEt'SiCD8F 
ohould •aka a blanket Economy Act dater.ination to� cited 
in DoD Instruction 4000.19. lt i• not appropriate, !or 
exa111ple, for 111 ,:t"lntr111eting off:lc�J;" rteterintriatton to bo1I 
req�ired for evei;y coorainatad acquisition action. Reco111aend 
that DFAJIS 208,70 be used as a •odel. We note that DFARS 
2ue.1002(a)(4) cites 10 U.S,C, 230& and not the Econoay Act, 
hQW&ver thh �V'.lrol!.g• QnJ.y addrQIUll!llil commodity ol!lcqui11itiona 
and not service•, or dev•lopfflental ��t•rlel. 

•t. •• recoma.�� taat tb• oir•ctor ot Dat•�•a Proour••eut,
Reviaea ln Qoor�ination with �ba iut,lat!U't o•cr•t•ry of Dflf•n.a� 

(Pro4�otioo and �QAJi•ticeJ, t•••• quidaao• t�at speciti•• 
to�t and oont•nt reqvira�•nt• of int•ragenoy agreement•, 
lnoluSin.g the applioabili�y ot 9•n•ral gui4aue• tn DoD 
Instruction ,00�.1,, Mtntaraarvioa, 1nt•r4epartmshtal, and 
:rntaraqlUlcy Suppo.rt'*. 

Army position. concur, although it la not clear that th• 
tnstruct.ioh currehtl� pertains to tr�nsactiona outsida DOD. 
The A-ray ia espeoi�llY cwnce�ned abO\lt Econo�y A.Ct �ran•­
actiOJllJ with 11genclea whose utandarda of per!ormanC6J !or the 
contracting !unction �1"41 ditterant than s�ndarda within th,) 
Department of Detenae. Program Official• Oftah errqnsoualy 
assuma Chat th• a•rv!cing egftncy will follow the fAR ln the 
&ame ��y aa DoD ogeneiea. 

-,. W. r•oo.,..•n4 thot bh• Barvio• Acquinitioo B.ll•cutiv••
•ad the Diteotor, �4fell4• Lggi•tloe �g•ngys

•• Req,.,.ire th• oonbracting arfio• at •td:iardiraata
aotivitiaa to1 

(lt a•vl .. aotlv. l�c•rav•nay avr••••nl• balv••n tb• 
aotlvlti•• tbat it sui,par�• and otbar •.a.•ra, aqanoi•• foz 
coatlianoe wit, the :aaoaoaJ Aat ••• 1ap1 .. •nting reCJQl1tlona1 
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allld revi••, teniinat•, o� l••u• n•• interaga�oy a,gr• .. •nt• 
wbln appropriat•. lf th• non-llcD caatra�tin; •v:anoy i• not 
aapabl• of adequ•t•lY 1dalniatarlnq •�i•tlnq caatract•, th9 
�•tractiag attic• ahould �•qu.••t th• oontraot• 1119 
tr•n•f•rr•a to tbe n.partll«.it or t,af •n•• for atlab.htratlo•. "' 

'-ray re'1-po,ma. MQncQncur. 11.e, Bt!!l.tnd previoualy, intorag•ocy 
acp-•emenea ar& not, per a•, Economy �et tranafara. contrace� 
lnq ofticera �re likely net the best Gqen�y ortlciala to 
approve, disapprove or prepare inter!!l.gan�y agreeaente. If 
these agreementa becom• v•hicles for improperly circumventing 
the tconomy Ace and other law• and re(J'lll�tio.a,•, then they 
&M>Uld b$ ter:mj.natad. I! 11agreemenb1 11 are requirad by 111 
3-fll"vicing agency in order to attempt to shirt respol'lilibility 
inappropriat•ly to a r•quasting ag&noy, than auch agreeaents 
ehoul� be rapudiated �,t�r review by eounsel. A.II to t.lle 
innua o! contract administration, that must ba oonaidered up­
front when making the deci�ion tQ tr•nster th• r.q,Jirement to 
another agency. If it i• known that the receiving �geney 
vill contract (e.g., with an FFR.DCl tbat it spon&ora) then the 
agency'� ability to monitor other a9&nci•a• tae� •ust be 
takan into 8ccount, If all contract administration i• to ba 
done by the r�queBting agency tban tho ToquirnlMllt sh�uld 
probably not have been trbnsferred in th� first place. Th• 
Reeouen<lation is 9omevha.t di!l,ingenuou• !n that ao•t FPfl.DC 
151ponaoring agencies (lo not 111(111' aired: contr"aat.il bctveen it.a 
FFRDC and otber a9encies1 and many PPR.Des o�rat. under one 
oanibua cost-type contn�t t.mder which u,a);ings •r,s mftd• bY 
wodi!ication Ot' other crdor-inq tnchni.que. Thua. tr1mat.er o! 
tha •contract" to DoD 1& lnleaeibl•. 

"CJJ Ratify or terao.inata active int•r..-.DCJ c�allZ'e 
with th• Depart.•�t oC 'J1iargy •nd oth•r ••4•r111l aq•noi•• that 
nr• ni;,t p.rcip•rly autbori••d by DuD ci:,ntrai:itin9 ot!io•r•. • 

"Cl) �prov• lnt.rag•IUlJ or�•%• only lf Dou 
r .. li••d • a•vin9• in offloadin9 tha ci:,utraotillil 
�••PcnaibilitJ to anotbar r$O•ral aq.nay.• 

Any r•111ponsa. Nonconr.:ur, thh recommendation llbould be 
withdravn. Firatly, it lfCIUld ba a practi�•l iap::ia•ibility to 
calculate bypothetical "savings" or exce•• cost.I unles• thera 
1• a known and a.greed baselina (to include aetual procQrament 
01Jata by tha ruqueating agency and all administrative coat• 
associated vith executin� and Adllr,iniat•rinq ahd t.4chrai�ally 
aanaging a pa�ticular procurem�nt reqqir�mnnt). Saco""ly, 
Bconoay Act tra.nah1rs do not, p,er na, oquat• to •oU'loadlnq 
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Final Report 

••• contra�ting responsibility•, They r•p�esent an 
�cqulaltlcn ruhction but not• contraet!n9/procurem.ent 
furK:tion. t..•tly, the ��jQr cbcck and balance in th• procesa 
i1 a(ny> review by a contracting orricar. T'be report dee• 
not su��rt a conclusion tha.t contrActin� orrice� 
datermi�atiClfUt �•r• in•ffective because thay failed to 
adequately i!lddrans economi ... The raport reveal•, on tht 
contrary, th.at aontractin9 ortic•r• or higher level• 
official• vara not consulted et all 1n th• deciaion to shift 
vork ta Dep11rtmont of !nergy and lta FFRDC11. 

"C•J Dieoiplina pr09r .. offioial• wbo �awin9ly 
tsceede4 tbeir -�thn�lty a.nil violated the Bo01oar a�t, tit 
Brook• Aot of 11,s, the coapetitlaa ia coatractlng �ct. year• 
end •pen41DC) reltriotion•, and otDer law• and requletion1 bf 
placlag \Ul8.Utbari1ed lnt•�•g•ncy or«•r• with anoth•r r•d•ral 
agaaoy .. 11 

Army rcasponH. Concur. 

•t. •• r•cc11111•n4 tb•t th• Co•ptraller or th• D•pa�taent or
D•fenea aodify tha DoD 7220.1-X naccoti.Dtin9 OUlaaaae Manual�
�o direct flnano• ant aceountlng offic•• t.o raqair•
doawaent•d ap»roval by a DoD contr•cting offiaer prlo� to
obli9ati119 fluid• on lnt•�•w•�QY orGere.•

Army position. Partially concur, FlnanQe and accDunti119 
office• and otfioialm •r• ,enerallY not th• otf1cea or 
otflciala reaponsi�le for oartlfytng to th• availability an� 
proprlety of run.de provided on Eclonomy Act int.aragency 
crd•r•· Nona.ally thi• 1• a 11a1egated ·�••ourca liianAg•m•nt•� 
budget, or program analyat function, FUrtlMn10re. th••• 
ofricialA do not •obligate• funds on tha MlPRB, they allocate 
and �gmm.it th• f�nd,. Accept�nce at th• funded raiaburaable 
MI�R by th• recoiving agency cruataa the obligation. The 
.Anily ha• already .fllcbiaYed vhat wa b,alieve the lC intond!J tti 
accomplish with this re�Q�ndatlgn, 1'h• � h•• long 
ar91,1ed th.flt the only affectlva aontrola far thla problem lie 
within tinanca/comptroller cbannele, net vlth the bypanaad. 
cont.racti119 1;:cnmaurdtf. 

Revised •i. •• �lt00mlll•n4 tb.at th• Dlr•otor Qf D•f•m•• Prociu� .. •nt
r•vi•• guid.ano• ib t>efens• r•�•r•l J.oqUl•ition Jec,ulatioa 
auppl .. ent 2n. :S to :ritqY.h:111 thd. int•aven.sy q�•-•rit• 
iDGl1ild• troYl•ioa• for tbe 1111.bai•aioa ar «•�tlMt tr�•••

--------------------�---�------ - -·--·-----'·-'' --
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r•port• •n4 eaaL 4&ta. Tb• ca•t data •boul4 id•ntity OQltt 
hicur;n4 by tb• pri.11• oonLraotQr durlnq th• p•f'i1,1i9 1 l11cilud.ll:1g 
tlr•ot l•bor hour• and rat11, ••te�l•l cott•, aubcontr•�tor 
gQat•, gthe: di�•�t ao•t,, •n� profit.-

Ar.wy position. Kom:oncur. Tba draft repar:t dae11 J1C1t 
dietinquish bet�een dir�ct o�ganic support bY ag•ncia• undar 
th� Ect:ino�y Act �nd eftorta vherm so•e OJ:' all of th• •upport 
in pro�i�ed by cgntract, aa vaa th.ei caae vith DOE'• Ont ktdge 
National Ulboratory, Th• iconomr A�t 1irould appear to 
contllct. with this unilateral ooo aandate. 

In any ev�nt. 1 th• DFARS i11 rtt,t the approprhh1 plaea tor 
8UCh guidance �nd•r c1.1rrent proce:durea, sine• interag� 
agreements and Economy Act order:• a�a not cont�a�tin9 Gctiona 
exoc�ted by contricting Officera. The current role of DoO 
contracting officera 1• t.o review proposed Economy Act ord�r� 
fer coiapliance vith the law an4. implementing reg�l�tiona, a1'1d 
to m�ke tho appropriate determination. Guidance iamned on 
eost/perfol."'\11ance reportinq by Econoay Act servicing a9ancies 
should refer to any !ntnr�gency orders placed, ainee 
•interagency agreellt!lnt�• a{"o not used or re'lUired in IIB.f!Y
cases and hava no garniira.lly accQpted definition.

w2. wa r•eommaaa tba� tha Dir•ctar, C•l•n•• Fin•n�• •ad 
Aocountlng B•rvic•, aodify th• p�ooaaur•• aa6U.la ror El.raa.Dc• Deleted 
and. acC"Cuntin; ollio.• tg raquir• tbat: 

•· QtaQd•rd JQn. IQ(O �ouchA�• fro• a�otber F•d•ral
agAnoJ not ba p•id Ubl•a• •QoQ•pU1led by •upporti.llg 
dooum.entatio� on co,t, incur�ed. Th• suppcrtinq 
docU11entation •bould blalud• d•t•il• of co•t.• l�currad bf th• 
prl.a• c1,1ntractor durt119 tb• pari04 inolu�in9 4ir•ct labor 
bour• I.D.d. rateat aatarial coat&, aubcontracto� oo•t•, other 
dir•ct eo•t•, •114 profit; •l•••nts of qon•r•l and 
adainl•tr•tiv• oo•t•; and &dmini•�rativ• oo•t• ob•rqtd bf th• 
ccntr:aat.lbg •9•nc7.• 

.l.rmy poaltion. N'oru:oncur. 'l'him ;1ppe.a.rs to be in dlrQCt 
conflict vlth tha lan1JUage ot the ecoJ10J11y Act (31 o.s.c 
l!il� (b) j. If th• intent of the .IG unde{" thla ca.co...,.nd.ation 
hi to ifW':rease vldbllity of DoD proqre1.1n otficia.le over i=et 
and perrot'11L1lnoe undar l'XlR contr�cta, then reporting ,n-ou14 be 
a raquir•••nt cf every order. If th& intant ia to ctiall•ng• 
�illinqe eubmitte� by DOR, than lt conflict• vith the l•• �hd 
is gtherviaa inapprQpriate. 

What is requirtM'I la accountable, comprahensiva contt"aut 
ad.ministration by tha agnn�y that accepted the requir•aant 
undar th• tal'lUI of th• Economy Act knowing that tha 
requir ... nt would i. tulf1Uad thrvugb. contractinq. If th• 
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prospective servicing agency cannot independently write, 
negotiate, exec�te and administer contr�ct• in lultillment of 
EconO'i'.ly Act requeatB for support, then they should not accept 
these. require.meots and OoO activltiea ahould not o.th.J:' th�111. 
Again, the report l•properly inter• tbat DoD l• asking DOE to 
provide contracting servicea. Th4t la not the �urpoae of the 
Economy Act and •hould net bA tha caaa hAra. 

•b. � �Q pro;r&11 oftt�i•l or o�ntr•etinq otfi�•�
certiti•• tb•t t'IM .ii1aunt• bilt•d by t�• oth•r �•doral •;•nay 
ar• prop•� for pay.ant." 

Aray position. NorroQnour. As stated abOva t thla l• not only 
contrary to the. provisions or the &cono�y Act, it 1• 
inappropriate for DoD offici�l8 1 �BP@C14lly OoO contracting 
offlci�ls, to be inserted into the rol• of policing �nothQr 
agency'a internal functions.. If we c;_rnnot trust the 
s�rvicihg agency, or it they do not a9re• to act a� 
responsible stevard• of th• a.pprop-rht•d lunda that we 
tr�nater tc their accountability and control uoder the

provislon1& ot tha Economy Act, then DoO eho�ld not transfer 
requirements to that agency or should inaiet on a Cft�t3in 
ats.nds.rd ot perforaaoce when thlilriJ i.s no ciboim!I. Reuommend 
thftt this recommendation be withdravn or redlrect�d. 

TMCJS.ltHi 9,F INTERAGEHCX J\CQU!.SlTIQNS 

Revised 
••• r•comm•nd th•t tb• Under Becr•t•ry of o.tena• tor 
M:4Ui11t10D establi•h • prcc�dur• tor ld•ntlfJit19 &Dd 
tr•oklnq th• lll&Ollllt.s of interaqan� ord•r• and ral•t•d 
f'lllldlnq witb tb• Dapartmant ot Energy •Bil otll-er re�•r•l 
&ljlHICie.111. • 

A.nay p:mitlon. Coheur. 

p. UH OF PROJEC'? QRDERi

• •• raoomaebd tb•t tb• Service Aaqul•itioa lltl8gUtiv•• i••u•
9Uidance to r••lnd ••jor co1111111n4• •n4 fi•14 •�tivltl•• tlla\
the Bconoay Act C31 u.e.o. 15llff.J is t�• acrr•�t 1•t•1
•�tbority for pla.c1•� iate.r•i•DOJ •o�laition• and th•
?rojeot ord•r lat (41 0.1.c. 23) l• not• prvp•r lega1
autborlty.•

�Y po•ltion. concur. 
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1. p, 1,, tt'l'be Economy Act, u 1mpl•nented by FM Subpart
11.s, 'Inter&gen�y Acquisitions Under the !conomy Act,'
re.quires •.. that the aoptracUu o,us:u hav•. th• P. 10 
deterainatton in hand pr10, � Rlacing t).t or�.·
(e•phasia a.dded)

Any com&.ent. The 1nhrenc• in thia paHage ia that DoD 
contracting olficera theaaelYH pla.ee/tranaait/proce•• 
interagency o�dera under tbe Eeono&y Act. At leaat in 
Army/DoD, that is clearly �ot tho ca&e. They ar• pllced by 
prggra11/project 9ftic::ial11 alt/ll/or bU4g•t ottic•u. 

2. p,16, woog, not ooo, was the party reapanaible for
4•t«J"llin1nq eo•pllance wit.h the .Ec:onoay A�t, th• com-.,.tition P. 10
in Contr�ctinq Act of 1984 (10 u.&.c. 2304); ottice of
federal Pr0,,cure11ent. Policy Letter u-1, "F•d•r•llY hnd•tl
Resea.rc� and Oevelopmont Centeres the PA.lt, �nd other
.$.ppHcable laws, 11 

Ar•y c:oaent. A 9ood paz:t ot this bullet 1a •ccurot.; ooa 
.La. re1ponaibl1 for coaplianct witb CXCI. (•• implemented in 
the FAR) far all of ita contractinq actions with ita FFRDCa 
and other �ntractora. It also must co•ply with orPP Policy 
Lett•r 84•1, as the oponsori.ng A<Jitl\CJ tor llll')r• ffRDCS t.han 
s.ponsc,red by the l"Ht or t.he Feth,r$l Government coJl.b1ned, 
sp.icirlcally, it ia requirttd. to •creGh "worJt tor otl'lna" to 
ensure t.hllt the propoaod efforts Ut und.or th• .,un1qu,•• 
c.h11rt11r/aponaorin9 agr•e11ent for each Fnmc Laboratory. csa.
FAR :J5.0l7-Jjb).) DO! 111uat aho comply rully wJ.tn th• FAR
(which now contdna hiplement.ation ot the OFPl' l>ol icy Letter
at 3!L 011). one C()uld arg1H that DOE al�o baa numerous 0th.tr
Cid1.1ciary napons1bilitie#o under the a-conoay Act, t.bO\lgh
cart.dnly not. tM raspondbility to aak• th• d•ten1nat.ion
whether another agency 8h0Uld tran&t.:r worx to DOE undar tl\dt
law-.

l. p,19, A'fhe Gen•ral S.rvice. A��i"i•tration ha• dalegat«t
bl4nk8t ADP proo�rement A��ity to DOD activities tor
co•i,.tit1vt contr-acts when tAEt value ot th• ¢Ontt"act. d04!a not P. 12
eX¢..._d $2.5 million, arid $iso,ooo vh•n no�-co•�titive,•

R•vised 
Army co11ment. Thill h not only er:rcneoua and mhleadinq, J.t 
�••• terminology no longer wred in th• FIIUIR ("ADP 
proo1Jre1"nt•) and dromatically overai11pllfiee a very c:011plex 
and d}'n�io subj•ct to make vhat is p?;obably a valicl polnt -
that �..;Juir.ed aoqJiJition approvals ver• often not obtained, 
whatever tl'l*lr sour� (CSA or in-hOuse) • 

,. pp. 20/11, •0oo aotivi�i� issued lnteragenoy ordeK• for 
23 of the ll proj�ta. valued aw ,pproxi•ately $79.1 aillior., P. 13t.o th• Laboratoty tor vork that waa not gpiout to t,bt 

Revised 

�\,(\ � 

�-------J 

.
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final :tw;x>rt 
LWC•\ou (Appendix E, Footnote Ho. 4). • (n�uie added) 

Army ¢Ollllffht. �ere bi tK:I t'$T�lre-nt in OFPP Policy Letter 
84-1, nor in th• FAR iapleaent.st.ion (aae esP41ch1lly nil
35,0l7•3(a)), to� vort to be �uniqu. tQ the PFROCij. lh ant
event, f'Alt 3.5.017-l(b> clearly •tat.es that th$ spon.wing
agency ha• th• re&p0n•l'bi1.lty for acre.an1ng requireamita to
•ntoroe the acoptJ of tbe aponooring agri&8Zent and rAa j§. 011-
3 {a}. The nonspqouor agency l!iU&t provide th• Eeonoay Act
detenaination at\<I all other doaumentation a• cited in FM
11.so•. unl••• t� �naponaor agency is perwitted to oontract 
directly witl:\ tti• FFRi>C, . which i• rara. 

5. pi,.2,-2s, tAGs •hould � aod•led after DPARS 201.10. IM.•
p. l.6 are merely agree!Mlnt• to agree, and tney ohould Clearly atata

this, The indlvid�al order t�ansrerrlng funds is the real
EQonoay A�t 6ction.

6. p.25 - (aa a point ot olarlflcati�n) No one should be
going to DOE tor "purctia.slng and contractlng auvt<,,es• as
dtacuarktd in DoDI •000.19� That 1• aloarly an intra- o�
inter-S&rvice support runct.ion. tn addition, lf tbe 1>00t
countenance• arrang•1Unts with ot)uir agencloa (out•ide of
DoD), Whlc:h ls unclear, then the lnst.niction should clearly
cite the Econoia.y Act ond t'ha i-oqub:,uaente tor it• uaa
( rAR/DFARS 17. !S) • .._ agr;H thot n ln�ragency agr$�t11•
enoul4 .b6 J10re d•tailfrd it t:hay are to� enter.id into at all
and uMd as the: adaJ.niiJtrative fo\lllda.tJ.on Qf future order•,
Wa would prefer tt,at each inter�gency oTdi!r be a full--up
pro�re11ent pa�aqe wlt.h all acquisition approvals dDcwllented
and a full 11tatamnnt of t'(lquir•l!\eot•, lncludlng •� issues 
as contract adlllniatut.ion, p&)'llent, data t"lghts, etc., if we
knew in advanc• that DOE h qoin<J to contract t:o aMt our 
need.a, In addition, if � Doi> aot:.ivlty r�Ht. DOE to
contract with one or its FFRDCII that activity •hould provlci.
aerti�ied docuunta.tion to support a CICA juatiticatlan .by
th• 00£ ¢0ntrecti119 ottic�r. Mitybe if ooE vaa tultillin<J its
own requirement• UM� CI� and the PAR bett•r, there would
b& fewer of thaae nr1U\tJ•Mnts in ed.sten�,

1. p.l? � •Deteralnationa prepared by contracting officer•,
P. 16 vho approve interaganay orde�•, abould docuiaent that• •arkot

&IU'V$y ot potential aourc:es was p•rtormecl, .11nd t.hat. coata to
Revised DoD are winimized by ma>ting an acquiaition through another

department or a9ency.•

Army eouent. "" Economy Act transfer 1a Jl2l a pr�ement 
trat,saation. It la oft•n accomplished itl lieu of om. There 
ia no requirement in th$ law for a •Market survey" or an 
elaborate hypotbetl�l coat-benefit analy•ie, 

-----······--······----��-��------------�--------
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Final Report -l-

a. p;28 - ·�pcuiflcally, or;.rcs 217.5 may now be interpreted 
to •aan that the determinations may be delagat6d to someone Pp. 16; 25 
other than a con�actlng offi�•r.• 

Aray co111J11ent. Sinc:a tho law and the FA.fl rarer to a 
detet1Qination mac!AI by• hea4 of agency, it certGinly aee11.S 
reasQnabla that tbat �gency head could designate •omeana 
other than n �ont��cting office� A8 the determining Qfficial. 
Th• bFAftS and DAR before it always allowed agencies to 
design.ate someone other than a contracting office� to �•�• 
t:l'HI &::ono�y Act det.ermin�tiono. 11.ny other direction wauld be 
an inappropriate limitation on the ri9ht or •n .,.gency h••d to 
l*alMiga his/her Or1lani�ation. 

9. p,i8 - ·Th� dotorminatio�e ahould also atate 'Wlletf\ar
savlng� will bB �ualize.d by obtaining th• Jll!tghaaiaq 114 fJ:). 16, 25 
oopt,:aetipg .J..!:lffm rroll a;.rioth-er aqency ••• "'(amphasis added)

Aray eota:.a:1ent. Tha purpose of the Economy Act is not to 
•obtain purcha•il'!li and contracting support• from anothe�
agency, but to have �nothar agancy fulfill a valid funded and
appropriatad raqUlrament or the raque&ting agency� Th&
decinion of now to fulfill that requirement i• wholly t�e
responsibility ot the receiving aqency, as i� the deciaion to
accept the req\li�ement or nut un�er the terms of the Bc�nemy
Act. Most certainly it ia inappropriate ta qo to DOE with •
requirement that.,.. ltl'low ia qoing to ba mubc:ontractad out by
OOl'a rrRD�. eBpAClally if ve raq\lest that of OOE. They in
tUt'i'I should not accept 111.1ch request• vbich are a blat1mt
conflict of CICA requirAments, Unlike the TVA, DOE i•
clearly subject tn tha FAR and CICP. ana OFPP polieies aa
implemented in thm FAA on the �sa of FFRDC•.

P. 17
10. p.30 - �Wher• 11.ppropriat�, Do0 contracting orficers
llhould ratify the interagency orders in acconiance with FAR

Revised Cubpart l,!Oi-3"

A.nay comment. It woulil never be approptiltt for e. 
cimtract.ing officer to ratify an int.e.rag•ncy Econamy Act 
transfer under F� 1.602•3 since auch tran�mctlcns are not 
�trec::t aetiona. In addition, contracting ofricare w•re 
t.l&kad to prepare Economy Act dtt.l!lr'llinationm only aa a _.ttar 
of aaministrative efticiency� not becaus� their warrant• were 
r'!'q\lired. EconoQy Act d�ter»inationa may be made after the 
fact (•rat1fiBd•) by the agency heaa Qt �nyone demigriated by 
hi• or ber. 

11, pp.11-12 - The Dec 26, 1991 ABA{RDA) mess!qe ven� far 
bllyooo the 'I'VA hsuQS and l:'l'l(JUirad the official who cert.ifi'-ls 
lunde on any MIPa intended to transfer fund• (p�rsuant to the 
!i;xinoi,y Aot) to •n agency outsii:le ot DOD to 4nGIU'e that a 
cont�acting officer had made the required J;conomy Aot 
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F' in ill Report 
df!ltf!rminatioll and t.h.11t the action h<td bean revie\Jed by 
Counael. Thia uirection has baen implemented b� oere11ae 
Finance and Accounting Service (DF�S) through a change to 
.\R37-l in feb 1992, 

11. p.31 - •we found that �11 nine IAGa reviewed �il!I not
P, 2S include: a req1.1ire�ent that.,.only on r�ceipt at tha

progress rePQrte would DOD tunue be released; and a provision
Revised that would allow DoD to revie� costs incurred on lnteragency

orl!lert."

Army comt1ent. The Econo�y Act specitically ttatts that bills 
trom receiving agencies are to be paid without qqestion, Ttle 
report infers th�t tha relationahip between DoD �nd DOE 1» 
the sa�e �$ tor contraots with SBA under the B{a) proqra�. 
That is clearl� not tne case with Economy Act transfers. 

13. p.41 - "The inter�gency agreement& with DOE did not
require that vo�chera be submitted through the DOD P, H program
offica or the contracting office tor r�view and approval
prior to p�yroent ••• DoD rinanco and accounting otficials paid

Revisfj(j the vouchors without requiring supporting doc,ljm�ntation or
approval by II DOD prt')ljr�m ortir.ial or contracting offlei11.1,•

Army comment. OOt na1 tne responsibility to properly exec�te 
11nd 11dNiniater 1111 contracts they �ward, incly�ing those 
funded and generated 1,ind�r the Economy Act. OOF! contract.or 
vouchers ehould be revie�ed by� program &rid contract 
otticials and auditors before any bill is sent from DO£ to 
DoO. In no event should l)QD "cantracti"g officiala R bo 
i"volved in thia prrn:::eas aina& they <1re in no way party to 
the contract �rran9emant{sJ betwean 00� and its eonttactors, 
and, as the IG has pointed out, sra likely unaware of the 
•atter �t �ll. DoD contracting official& should have no role
in Economy Act transai:tion& �rter making the dettrmination
r&quired �y DFARS 17,502.

It is not clear what voucher approval by DOD program or 
contracting officials would add to the procesn, Binoe they 
11:i;a not cnarged with a<!miniBtar.ing th� contract and hava. 
little actual knowledge of what the contractor is supposed to 
be doing from aay to d�y. Thia would c�eate a rubber •tamp 
process where DOE could inappropriately shift blame for any 
deficienciee to tha.ir ou&tomers. 
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J)_IIAB.TMENT OJ' THE NAVY COMMRJTI! 

THE ASSISTANT SECRETARY OF THE NAVY 
(Rff.earcll, �olopment .t� Acqu,s,tionl 

WASHINGTON, 0 C 20050-,100() 

OCT 21992 

�£MO.RAHDUM FOR lNSPECTO, GEl,lERAL, D8P�RTH!1f'r OF DEFENSE 

SW)j: DRAM REE'ORT ON IMPROPJUETltS tWOLVING OOD ACQUISI1'ION OP' 
SEJ\VICES '!'KROUGH DEPAil.'l'KBN'l' OP etf�Y (�OJ. tJO. lCtl-0033) 

R•f: (a) DoDIG memo of lO June li92, •ub1•ct a• above

F.nol� (1) DoN respon•• to &Qbjftct draft report 

I am raapondih9 to the r•(J\,l•st forwarded by reference (a) 
for col!llll8nta cm the subject draft rept,rt. 

Th• Navy's re.�ponGe ia provided kt encloaur� (1), we concur 
-with the reco111111ond�tions, vith tho exception that v• ¢annot limit 
i"tera9ency aequiaition under the !conot1y A¢t to those inatances 
where C¢�t aavings can be de11tOni,t:�a�.ed. Por exaaple, the Navy 
\lt.Uhon .t:conc»ny A�t prooedurea to buy ru�or i.oapotHmta and 
••rv!oea froia �partment of l!nor�y labotatoritt. our �spo�s&
suggests other 11111AE11\l by which improved �ontrol can be acni,i,vftld.

� 

copy to: 
NAVlNSG£N 
N�VCOMPl' (NC8-S) 

10). 



DEPARTMENT OF THE .NAVY,,,COMfilENTS (oont'4) 

�pa�n� of the �airy R�spon�a 
t.o 

DODIG Draft. Report of Juna 30, 19�2 
on 

DOD Acquisition of services tnrouqn tne Department of Energy 
Project Ho. lCH-OOll 

Tno Wavy concurs vi th al 1 Uu1 report• 11 l indinqlil elCc:ept. the 
col!llllent on page 20 tnat KAVFAC prCN,1ram orficial& used iriterllqan�y 
orders to circumvent aanpowar ceilings. We do not beli$Ve P. 12
man:pO\,fer ceilings "'ere n si9n U' lean� constrzi int in the 
environmental area. lte corualder the motivation tQ hav• baen th8 
peretiVed ea3e of usi119 interagency agreements, p.artiC1.1.larly in 
t.he absence ot kno�ledqe of r•quired proced.urol and legal 
r11qul1""nmontJJ, 

J. We recommend the Service Acquisition Exec.rutiven and
t.he Dlrector, Defense Logistics Ageney: 

a. Require tha contracting offi(;::a at the &Ullordinat.a
acthi.tieet to: 

B.w.�qmmen���ion {J,1_1 

ReVie"' active intaragency ag�aa•ante �at�nGn the 3etivltles 
that it :.Ypporta and other Federal ag�nuies for complianC?111 with 
the Economy Act and i11plementing regulations, and reviae, 
terminate, or issue nev interagency agreements whore aPPropriate, 

If the non-DoD crmtracting a9ency ia not �apa�le Of 
adequately a�ministe�ing existing contracts, the contracting 
c!fica should req\Jest that the contracts he tr�nsferred to tno 
Dll!partment of Defen.e• ror adhinistration. 

PQN PooitiQD� 

Concur. Assuming that tne Dir&ctor of Defense Procurament 
concura with the reCOllll9ndation to "11:1,su& qQida.nc& tb•t epeoifi�a 
format. IU!d content reipJirementa of �ntar11gsncy ngre�nta•, the 
�avy will direct such a review as part of our i•plomwrt.ation ot 
tltn DOP guidance. This r-evi- will bn Uaited to int.eraqency 
agr!llements r411lat.ed to FM 17 .,. and wlll not includa the nuMroua: 
a9r�emant� "'hich de not raise Economy Act issues. 

concur wiUl tne intent. The Navy concure th.at 11 
�•termination of the ad$ql.l.ACY of non-000 agency contract 
admlniatration 1-ho1.1ld be made. However i it may nut be w:f :f ir:ient 
for the contrectlni of!icer to perform thia runction. J� vo�ld 
ftppear preferable tor OCJtC, ae the CAS CO()rdinator, ta ••lie an 
�q'3Jli:y-by-�gancy d�teJ:ainatlon of the adequacy c:f capllbilJt.y to 

1 

EICLOSUBEQ) 
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DEPAR'l'MEN'I OJ' 'l'H.E NAVY COMMENTS (cont'd) 

.--------------------------��·· 

admini$t•r contracts for each ag&ncy and publish thi� informatiun 
in the tlFA.RS. 

Recommenda�ion £2): 

Ratify or taralnate �ctiva intora9ency orda�• with th• 
Department of En•TIJY and othe� federnl agencies that were not 
properly aYthoriied by DOD �DJ\�ractlng officars. 

PQN l!odti�: 

concn.u·. Wa \llll initiate 11 ".F;l.vy-wida revtav of lnter1191111ncy 
acqui•ition. to en&ur• lh•t Wavy acti�itl•• have 11pproprlato 
procedure8 in place and ar• �omplying vith law and regulation 
;ovarni119 lnteragency aequiaition. Where p�oper a�thorization 
ha• not b•en Obtained, orders shall be reviawed by the cognizant 
cont:ractin9 officnr to data:rmine if t•t111in.ation ia appropriate, 
or if work on the order Bhould continue. 

eecoDl!ltendatign <3J: 

�pprove inter��ency ordars onl i� DOD realized a 9aYings inr o�t-loading t�a contracting respon, bility to another Faaoral 
agency. 

DON Posit ion: 

conC\lr with the intent. We CQncur that tile �Yrr•nt 
authorization tu uee interagency aequisition whenaver it is mora 
aconomical or •conveni•nt• ls und�airably vague. However, co,t 
savings cf the kind which would be sh'1Wn by a cost eompa.riaon are 
not al�ayB, or evan usu.ally, the raaaon for interag�ncy 
acqutsition. 

Federally Fllndad Research &nd o,e.valopment Centa�• (PFRDCs), 
for exampla, are create� �o fill nend• which tbe pTi�at• sector 
ia not meetin9. 'l'b•Y hmve unique cepabilitiea and are not 
allowed to compete vith private indu•try. 'lheratore, 

k 

a coat 
comparison would be extremely difficult to obtain, and largely 
pointless, tor moat or!!len whlch are ccnsiatent with the FFRDC'• 
miasion. Th• Navy �unt b�y r�actQr cores, compone�ts mnd 
servlcea f'rom Department or lne�gy laboratori,aa, bllt FAR and 
DPARS do nQt eatabliah IX)£ as a roquired source for thi• purpaae, 
and se Eeon011y Act pro�aduraa are utili&ed. 

An FFRDC is •om•times used ho��use it has o.bjeetivity that 
tha Government Gr private finis ai9ht lack. For theae uses, tha 
taot that tha Pl"RDC mi9h� eost more would not be the moat 
iaportant cons1deration. 

In addition, it might be more cost��rrectivo for the 
covernmant as a whola to use interagency ��qUi&ition, evan if a 

l 

ENCLOSURE(\) 
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partic1.1l111r order was m.ore expens1ve, Thifil might cx:uur vhen tha 
sArvicing agency had tacilitle5 or �raonnel that were not tullv 
utilized. Thasa resaurces coQl� be incurring costs whether or 
not an interaqency order w�g placed. 

Moat of the abuses of inter�gency acquisitio� occur when thu 
servicing agency contracts for tha work, rather than perfon11i09 
it with in-houGe re9ourcea. I� ie po9Sible that� req\lirement to 
g�o� cost savings �hich waa limited to such contractinq would h.ri 
beneficial. Another w�y tQ approach t.his problem would be to 
pla�e li•itation� on circuaatan�eo in which !In int�ragency ord•r 
�ould be determine� to be �convenient•. 

&,comm£oaation h: 

Discipline progr�• official• who knowin9ly e�eeedad their 
authority and violated the Economy Act, the Brook'� Act of 1��5. 
the co�p�tition in Contracting Act, year-end Qpanding 
r@strictions, and other laws and regulations b� placing 
unauthori::.ed i.ntera9ency o,:tiera with another feder�l Agency. 

concur. 

P:a.u II <Pl Re.�Qmmond&&tions :Cot con:ootiye Action: 

Ke recolJ'lffl�nd that tbe Service �r,quisition Executives issue 
guidanc9 to re�ind major i;OllllDSnds and field aotivitioo that th• 
Eeonomy Act (ll u.s.c. 1515} is the co�rect legal aut�ority tor 
placing intera,gency llCquisiHon:, oru! th@ Project Order Act (41 
U.8.C. il) is not the prope.r l8qal autho�ity.

J:!Q.N PoE11,tion: 

Concur. Anticipate guidance to t.he field t:iy ll Decem.her 
1992, 

ENCLOSURE(l) 
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p�THENT or THE AIR FORCE COMMENTS 

0
OEPAIHMEl'olT ()f: YH£ AIR FORCE 

W .. IJHIIOGTQN DC .1111.»� ttXi> 

MZHQRAtfflUM !'OR TfW; USIS'l'AN'r IlfSE'BC'l'OP. Gl!lNlmn. 

f'Olt AUl>IUNG 
Q!TICB 01!" 'l'BB lNSPl:Cl'.01\ GZNZP.AL 

O&PARTHltN'T OF DZl'&N:Jli 

SUBJECT: DODIG Draft Audit �port on �ho A1i.,ation$ of 
:l:1111Ptopriet:.les Involving DOD Acqubitioa or .s•nic•• 
�hrough the Oopa�t.eot of IJ\6rqy, Jun• 30, 1992 (Project 
Na. lClHltJJ) - INl'ONSA.'l'IOW HEHOAANOOM 

You requested Air i'<>r<:& Aoquillit.i� lxer::u.tJ."'9 (A!'lll co11V11tmt1J 
on th� finding• and r•¢¢11111K')ndation• within th6 .€twtpcndbUty or 
th$ Ai� rore• made in the aubject rep0rt. 

we i:oncur witb th• finding• and with rec�tion 3e.. 1'• 
pl&11 to wo�k with Al'SSC ll11d ..Al«: to �evl••, ter:.16-t•, or ie•u. new 
in\6�Ag•ney agreeaent• Vffllxa app�oprlat• IU\d t.o ratify or 
tel"Jllinate active 0%der• #ita DOE and ot�e� tecklr-1 a9ancie• not 
prnperly ;,.ut.bQdzM by DOD contractif\9 ottietirl, " will only 
Appr9ve interagMlcy o�dlltra if �r• ill a. i,:t1.vinga in oftlo11din9 ttua 
¢¢ntr&etlt'Ui roapoueibility to another fttd"ral 4991\CY. 

we QO�eor witb the inta4t or recQl'IIXM'Jndation 31>, we will roly 
on indl vidual •ct.ivity comma.nd•1:• to init.!at• diaoiplinuy ,11.,odon 
on tho.so vh.o JmowiAgly exceedod theix- •\lttiorJ.ty and violated the 
Scon<Nl\y Act, the Brook• Act of 1965, th• Comp.tition in 
Cc>ntraoting JI.at, year-end •�ndincJ re11trictfon•, &rid othe:r lllfl 
and �latio�� by placing tu\autboriaed inter&9.acy proc���nt ot

90�• 1:11l'ld •6rvie6S vith another F•d•ral •9•.ftCJ, 

S"ction D of the �rt reco1111uu,d# .. iaau. guid&n<'* to 
reillind c.o .. andl and i'i•lld ootivitiee the Zoonoay a.ct b th• 
correct ltt9�l autho�itf fo� placing inter•q•�Y procurements, We 
concur with tbia reo<tl\Ulllndatioo and will ie•ue policy to correct 
thia tindin9, 

(b)(6) 
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PIFBlfSI LOGISTICS AGENCY COMMENTS

. . ' 
Oi:f't.NH: L0Gt9TICS AGENCY 

MU.oc:tUA111'HI .\ ! 

c-.M&�lt H"ttolt f 
'; 

AlU.\NDIIIA, Vl"C.INfA.,fJJ04-etC)O ·� --- f 

·. ,..,. 

°'M,i,.,., . ..... 

..... *"-, 
...... � OLA•CI 1 6 SEP JIJ92 

�l'.MCR.MDUM FOR ASSUiTAltt rNBl'@C'l'Olt G'SNBAA.L POR AUDI'1'I11G, 
DEPAATKZ'N'l' 01' DSFISlfSI 

SUBJ!C'l'1 Dn(t >.udit Report on tht! All99•tion• of Iap�letlea 
Involving OOQ AcquidU.!ffl of !er;vicH '11u;Q�g)\ �M 
O(lpart111�m� of IAarqy (Proj•e,;. l«O, lCM-0033} 

Th.LI J.a th• �pon•e �o your 30 Jun 92 �Nt, >Cajor General 
Chltrlrua IL Ke.ru:y, Deputy DJ.re(:t-ot' {Aaquiei�ion M.lln49-.nt), l)e.fenff 
Logiatic• Ag-ency, oppr�ved l;.he•• po•itione. 

5 !nel 

tef Internal Review Divltlon
Office ot �t�oll$t 
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DQ'INSI LQGIS'l'JCS AGINCY CQKMl!jNTS (cont'd) 

TYPZ Of RiPQRT1 AQOIT DA'tlt Ot POS!'l'I0H1 1 8 S£P m2

PIJRPOSB or JNPOT1 l>IITIAL POSITION 

AIJDJ:'1' 'l'I'l'LJ AND NOa Draft Audit Report on th• All•i•Uon1 of Iaprop.detiH 
Involving DoD �111.tt!.on of S0rvico11 'l'h:rough th• 
D9��t of 11l•r9J' (Project !lo, lCH-00331 

rINI>UtG Ai Ua• of J:nterageney Aq�nu an<i 0�9n, DoD pro,;ro.ra off.le.I.do 
pue('d iru:.erit.9eMy ordero wtt.h tb.o tabot-UOQ' at Oek Rid9e w.l.tt\wt 00t61.ftt.M 
prior approval frcim & DOD cootr6ct.it1q official, aa required by tho tAR and 
o,us. DoD px:ogte.m r,fficials also u•ed intete�eney o:t�• to procu.re 
a1,1tou.ted dM.a p:rocea11ng (ADP) roeO\ll:'Cfl t.hu• cl.rcuawi.n.tlng the lrooh Jwt 
of 1965; UJ\1t'9d St4t•• Code, tltl• 40, S41Ction ?S9 (� 9rooka Act), 4311 
�r•onal eervlccia th1111 c1rcuavent1ng C:lv!l Serdce h1r1n9 pract.1ce1. :heae 
condition• oceu�� .. J)o(!auae Dc)D pr()(jr.aa oiltalals dld not use� avLllable 
tn;pertiH of DoD cont.racti� off.Lc:e.ra, 11'1 Addition, th.• Milit.uy 
06part111ent• dtd not Mtequately •trenithan control• OY&r l�t.eratency 
111JX'6S1Nnt• and orden •ft1'r tJ,• ie.auantt of oui: prior audit. �h on 
inteugency tui,Ju.leit1ons throu.gh th• LLt>.ruy of CQ.,.qre11• and Doi. 
Coneequlffltly, for the .1J4'11Ple of 19' ,lnt•regency order# Yd� &t U? .1 
•Ulion, 'IHl elllttlnAt� that OoO p.rogr- offidde paid app:r:oxt-.ta17 $11.6 
million in additional f;01JU by 9oln9 thtoll9h tllo Labox:&tol:'Y to bl.v• th• w.t'.k 
performed. A�ndb D proYidu a breakdown, by pxoj&ct, of eetlllated. 
additional oo•t•. 

ULA COMMEN'l'SI Conwr, Greater overli�t h n«iaded to @n1tu.re all 
pxovb.l.OM of .reguiatocy guid&f\CH •� tlllHlled., prop6:rly joeUfhd And. .apProved befor:11 tho Ollapartmont of Dafenee aeourea 1!h1pt»ct 1'roa a civil 
Dep&rtllent. to Ac:oomplUb it• mJ.Hion, 

lNT!lR.MAL MMAOZMlfflT C(llttf(Ot �sssts I 
( ) Noneoneu.r. (Rationale 111Uat be docWlient� and Mintalned wlth 

your c:opy of t.ha reaponae. 
(x} ConcurJ howiever, we11Jcnea• 

l 
• not c:on•1dered 111At•rial. (A.attanale 

must oo docuaoatcd and aaintalnad vi th your copy of � ni,pon.e. ) 
( ) Concur; w•H�nee• 1• 11161:•dd and will be repor� in the till 

Attnual St•t'lll!IQAt of u111:r1:1nc•. 

COORO?AATXQl:f, 

l)J..A. APPROV 

Rael t 
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DEFENSE LOGISTICS AGENCY QQMMEN'?S (cont T d) 

TYPE OF REPORT1 AUOlT OAT! or F0S!TIQN1 

PURPOSE: 01.' INPl1T1 IN!'l'IAL POSlTlOH 

A.lroIT TITLE AMO tf01 t>rllft Audit Report on the .,H9(Jntlon• ot l'!IIPropdatJ.�11 
Involving DoD Ace;p.iiui�lon or se�1ca1 Tnrougn tna 
DopArtinunt of enarlJY (PJ:oject Ro. lCM-0033) 

RJ!'COKMElilOATIOJII A.J.A.(l.)t We recommand that the Servicl'! Acq11hltion 
Ellecutlv1,1111 !'Ind t.be Director, O.htnH LQ!;jhti-CI Agelll,C)", t'tlqUitl the 
contracting offl� •t •ubiordinsta actlvltia• to nn"iew active interagancy 
aqrl'!e&.ente bet�n tha nctiviti91 that it 1upport.e �lid otlui:r: Vede:r:al 
Agencla• tor �liont:"e with the ICOfl.OIDY Act and urplementing rB9Ulatlon•, 
&nd revi1e, terainata, or iaaua onv lntaragency a�nta whor. 
�pproprlate. II the non-PoO contractin9 aqGncy it not C�PCIDle cf 
adequat�ly adn!ill-l.•terin,IJ e�i1ti119 contract•, the aontracting off!� sl\Ould 
ct!qU01t that tho contr�cts be tranafe�� to tile oapartaent of Defen1e for 
admJ.ni.at:r:ation, 

DLA CQ)Q(S!ITSi Partially eoneur. We agree with ti. intent of the 
recommendatle>n, We dillaqree with the esd9n.ent of reeponl!bllity t.o the 
e;ontractim.;, ofUee, Plac:lng contracting otfic•llll lA tho dnquhr or prl�ry 
rcle of evaluarJn; Jnt8:t"b.Q8ncy Aqrewoottt:e ( i...) a.nd revldnq or terml.nating 
them la a new �apone1billt.y fo� lfhich thay lack authority end e�pertlse, 
Contracting offico• do �ometiJllea (and •hould contlnue to) reviev IAa tor Vie 
purpoae af ane11 .. i-n9 thelr eont.U�tual upect• (co.tPllance with the l"JUI, 
(ttc,}, but are, rightfully,, l'Klt oalloo UPQn to ,uldresll much 11111u1t11 11.11 
firui.ncln9, progrllll\ !llllnagement, teehtlical consid•rat..i.ona, raeourc• 
utilization and a1as1on 9ffectivaneea, 'l'hQ bl.ale docwaent is an Inter�genay 
AgrMment for auppott whether 11uppc,rt in 11•rvke• le p,;,rformed by govern.ment 
or co11tractor personnaL 'rtii• doc11D!lnt !11 not p� w � ci:;intracti.ng 
office. In�Q�a9en�-y Agrcr:11I1Cnt• ar. eove�ed un�er Do.DI t000.19 OQ!enoe 
Reqionel int�rnervie� S�ppo�t (DAIS) and the DLA. oirector�te reepan,ible te: 
lU J..niplementatlon ill Phn• a.nd l'Ol11Jy (CILA.-L). llifort.u�tely DDOI -4000. U 
i� deficient and daea not cover policy fOT deallnQ with civil agene!e1. 
W1t.h respect to evalue.tillg Corltniet Adminhtntioa Se,ev-ic.1 (CAB) 
ca..,abliltl�• and detiel:lll!nlng wntim?" civilion a11imay or OoO •hould plldnrm 
th@ee dutiaa, tn.l �lllfll'f'IB th!1 ie & policy and pt"1Uling daclaion ta be 1M.de 
ln .::onjllnct:ii:;in tdth aihtlllal'llnq ,n. Int�l!lqancy Ni.r90m8nt. 

DI8PO$I'l'ION, 
1 ) Action i• onqoln;, B&t1-hd Ccmplotioft O.t8i 
(�) Actlon la co:nl'!ldorud complete. 

Ik'l'SRHAL MAN.I\G!IID'l' CO.tr:'JI.OL WIADIISS!Ss 
( ) Nonconcur. (R.&tll>n.1!1111 muat be d<.icullMlnt&d 11nd m.,.intainsd witli 

your cov, of U. �•r,'IQnH,) 
(x} Conc11r f how.v1111:r:, --Jen••• le not. coneider«l .-terlal. (Rationale 

mu.at: be <locumenti,d llnd -intaineel with your copy of the reepona•,) 
{ ) ConeurJ •4Jtru,n ie 1Mterilll \\.!'Id "111 !;lo& r.ported in the DLlt. 

Annual StAtement of Aaa�ranoe, 

NON8'1'ARY- BBHJ!:FJ:"81 N61',e 

DLA COKM2R'l'S1 I/A 
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DEFENSE l,QOISTICS AGENCY COMMENTS {cont'i!) 

&STlMA�!O R!ALilATION DATEl NIA 
AMOUNT �!ALIIED1 �/A 
OA�l .8tN!PtTS R!ALIIIOt NIA 

COOaotNA1'IOtla 

L---------------------------------
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DEFENSE LOGISTICS AGENCY COMMENTS (eont'd) 

TYPE OF REPO�TI AUDI� DAT£ OP fi)Sl'l'lOHt ( 6 S(f> ¥J92

PIJJU'OSB 01" INl'U'l"I llU'.l'lAL P0S['1'I01f 

AUDIT Tl'l't.E A>m tK'U :braft Audit lleport on th• All�taUon• ot llllpz:opr1•t.1.H 
Jnvolvi119 DoO .Acquhition of Seicvlcea Through the 
l)epntment cf lner91 (Pro�ect Ilk). lCU-OQJl) 

11.BCOM!UJ.NDAT!OJI. A.3.a,(2)t •• roccmiend that th S0,i1iC111 l.cqulatti«m 
hecutlve.o 4nd \.h� DJ.l:'OGtor, �f•� Lott.Uc• Agano,r, require th4 
contracting ott.tea •t aubordlnato actlvltld to r111tUy ot t•rAlA&te &<:tin 
il'ltiu:ageAcy o�era v.t.th the Depaxtllent of sn.r� tiid other federal, Agenc.l.H 
that wore not proP')l.'1}' •uthodsed l)y Doe oontra.:t.1.119 oU.t.c.u. 

DLA. COKMiirl'Sc Mot applicable. to DLA, Int .. ragency oicdera placed. after UJO 
1,,(lve beien prop,edy approved in accordanc• vith the Dl)D IG'• pn,vJ.ou, ,iudit 
ropo.a::t of Jw,e 19»0. su.bol'dinat. actlviti .. h6V. no atrthor.ltf to enter lnto 
any intora9tM1oy &9�t• with civil agenc1 .. tor u10 �ype of c9ntractor 
.up,pon:. un� •\td.it. DLA �Hey latter• 26 5eptellbei!.' 1990 and 7 hllruuy 
19112 a11�hoz-i1t>d appa;ov-al only Dy tti. AlttLttt.M Dlr.c,�or, Oftice of Policy 
and Plan&, in DLA lfeadquarter•· NO active lnteragan,:y ordvra ara 
una.uthor 1 zed. 

DISPOSITION t 
( ) Action Le QA90in9, B1t1Mt9d Co1111pletJ.OJ\ Datu 
(•) Aetton t. conlllder� coaplot:e. 

!MTERNAL MAHAG!Hl!NT CONTJlOL WEADBSSXS, 
( ) Nonc:oncur. {RAt.1cx111le auat be doclllll8Jl� and lllllintalnod wJ.t.h 

yo1u: copy of the rHponH.) 
{ ) ConC\lr; timmvar, weak.nau1a ill not coaelden»d llllt.erial, (lla.tlonale 

must: be doo111Mmt.-d 6nd 111eJ.Atdl'I� •1� your c:<>py of the .ruponu.) 
( ) Coneur, weamHa la Mt6rld and w.J.l1 be repoi,ted in ttlt DJ:.A. 

AnnU411 s�teaeAt of A1suranee.

MON!'l'llY BENBFI'1"Sr None 
DIA COMNU'l'S I N/ A 
!STIMA'l'EO REALUA'rlON DATlh NIA 
AHOUNT RBALIHDI 'a/A 
DATI BBMBFITS UALlllR>l KIA 

ACTIOH OPPICB 

PSI REVIEW/AP 

COORDill'l'lOl!ls 
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DEFENSE LOGISTICS �G�CY COMM.§NTS (cont'd) 

TYPI! or UPOl'.T, AUDIT OA.n oF fos1no�, 1 e SEP 1992

PUiU'OSE or l�YIJTI INITIAL POSITION 

AUDXT Tl'!'LB A)ll) NOi Draft Audit R�Jli,)rt on th� Allegation• of ImproprJatJa• 
!nvoi�lng Do0 Ac1uiaitlon ot s,rv1ce. 'Throu1h the
Ollpart.ment of Elner'i)' {Pro)DCt Ro, lCH-OOJJ)

RBCOKKENDATIOH A,).a.(J)t wa recommend that the Set'V!C� Acqu1•itlon 
Ex�cutlv$1 an� �hlJ Olrector, �fen•e LOql•tic• Aqency, require the 
contracting office at aubordinata actt•iti•• te approv� int�rageocy order• 
only if DoD re4li�ed a mavlnge !n offloa.d.Lng tbe contractin9 re1ponaibility 
to anothe.r federal >.q..nq. 

DLA COMkElrl'St -Conc1,1r, �ver, in ortiii,r to utabliah unUoDR procttd.11rHa 
and controlll, Wt1 t,.el.(.eve DLA i.mp.temenuition •hollld ba d:afacrod. W!.tll tha 
Dep.!lrt.Jnent (via the Defense Ac.q.iiaition Re,qulalXlry (DAR) cc;iuncil) procee..-i 
DAR c�ee 92-0000, Order• Under the sconOlQ' AC:t., vnich would {l) require DoD 
oomponent.1 to use only t� on farm HIJ, lt111taty 1nt.ordep,1u:tuoentat PurchAM 
R�eat (MlfR) to place ordar1 under the lconc:9J -lctJ (l) 11()(:)ify tha DD Poni-
448 to add a •i9n_at1.1re blOClt for the coqoiu.nt. c:ontracti?VJ oHlcer;; 1.11\d 
(J) amond the DA fen• e Podoral .lcquie!t:lon Regulatory Supplement [ Ol'ARS) at­
Sub�aragraph 2l1,SO to 11'1i:ticat& that th• contr1.1ctin9 ofilcer 18 to sign an
overlay 1tatemQnt on tha ou form �48, 1,a., •fllie i�t•x��� or:der lt 
i1�ued llllder the authorit or the Bconomy.Ac:� of 193], 31 u.s.c. 1�35 andr adhere• to Paderu Acqu!a tion Regnlet!on,. n b in tM Govern.mt'i,, bciat 
ln�ereet to place the ord�r for the abova-daac�lb0d 1upplie1/1ervicea.· DLI 
is preparl34 to impl8men� th� rQvised Dr"1ts/•1PR cDVerl!IQB within 30 calendll..t' 
day• froa the &ff�tive date of it• 1,.ua.nee. ln � lnt.arim, 01.A. will 
continue to require ltfl subordinate acUvitl•• to adhere to OL.t.-L Poll� 
Letter 92-1, Use oi lntaragency A9reen:ient1 with Padoral ).gencicn, l l'eb 92, 
that regu..lra• 1.111 o:l'dera pl_acE!d under interagency G'il'reement• t.o which DLA h 
a ptirty, to be rov!uwed. by the Offico of Policy and Plan, tor li.onOlllY Act 
compliance (at�$chad), W4,i r!M.lisa th• poliey lett•r h�• �1vlrodt wo will 
notify aub¢rdll'l0te activitie1 to continue to l!ldhere to thl• policy untll 
guidan.cA on D.D Porm 448 ii,, Qut. 

DISP0SITI01h 
( J; ) Ac"\'..lOft h on90.lng. 8atilnated Completion D.!lt�u 30 day.11 from 

iuuanc. of DoD r.vul11te>cy e(lve:t'�gt,. 
( ) Action i• conaid�red COibplete. 

KOMB'l'ARY 9Dl!.PI ltS I Mona 
1;1� COMnN'i'S t Ill/ A 
Bl:ITJKA/fBD P.ll!W.1 U.TIOX DAH I NI A 
� RW,tll!Dt N/A. 

lnc.l 4 

112 



Pllll§I �QGIITICl..AGENCY COMMENTS (cont'dJ 

COOfll)tltA'ftON I 
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DEFENSE LOGrSTIOS AGENCY CO�S (cont'4) 

O(Jr[�St'. t.OG1STICS �(;ENC't' 
Hf.�Q�,tTtU 

CU•tlt-<HI ,t,'IJtOi< 
AUUNUll!A, Vl'1!4!NIA ZJ:MM-,•QC) 

(b)(6) 
DI.A• t. 

it:iJtCT: DLA·.t. .f>lllacy 1.•th'I\ ��-1. u,, ,;it tnt.41r.a,enty �(r••m•r>�• 
with t•d•rAI �,•nca., 

'l'O; Co-n4,rt e>t !il.,a Prt-ry L..,:,l ft•14 A<::t.('11t.:e1 
H,�4• ot HO DLA Prln�ipai St•tt ll•!!WJntl 

l, '!'!\la ht.t.e1' U dtr,('ttv• in n•ti.:r• a,,d •x,>it•• wUll lflC4>1'pO• 
l'At,on or th• ?olic;u an4 lUtd•l1n,, 1c • DI.A r,,u11ou<>n o" l J1.1n• ' 19»\l w?11ell•v•r •• ,.,.,,,,.. 

2. 1'11• 111..l'tClOI'' I pal1 cy 1. t. t-• r of 2G S•pU.111b,r t�QO ( •l'lO 1 oaUI'• l J
••tabl11�•4 ,ul�olin•• !oP d•alln&·w1th 01vtl a4•n�1•• tor t�• 
J>Ul'po•• ol h•vlnl work don• by A �" 1 vet• con,;,•1111 und•r oont.r&eit to 
that •1•11oy. fh• Do� 2n1p•gtQI' G•n•�•l tDoD 10! 1• aud1t.1nJ DoD
10 U?'&C1noy apu1111n\.1 wt th \.ht Tenn••••• \la11 •y A.uthot' Uy top 
q,;impl !U1<:11 i.tt.h F'ed1r•l &TI4 D<11) "•lUl4t1<anl, 1'1\aJt hn• &1Nt•oy 
tound • eonl14•rabl• n�mbtr of ord•�• by otb1r �on coffiponent.1 tor 
w¢,.ll r,he.ed "1 t.!i 'l'1i4 ()01\l.l'lt"t.Ol"I wt)ioh were 11e1t,Jaf pll'ol)•l"l1 
&\U,llOl'lJ•4 :,cir n,eL ttle l'•<1uir•111ent.1 o! U,• lkonoay A�t l)r �I\• 
f'&1b,ral Aequuiuon ll•,u1a\.ion, 'i:hia 11 � l'HUnd•10 th.If. .au

•t'l'e�illlint• With non·DoD •••nol•• /oP awppo�t tul'nian•d b1 • prtv&L• 
eo,u:erl\ 1.mdol' eon\re11\ loll \h t.!n�\ a1&ency auat. 11• cerUhe.i t.�t. "*•
o t t.b• a,irumu,t, �- uw 9rdd'.l r>la£11f ynd•l'. t.hat UUl\ll1Di 1 11 11'1 
th• b••� inttreaL ot Gov•�n111ant. an4 MUI$ �• ap��ovtd bp th• 
4-•i•��nt. Olr•ctor. Pol&�y •nd ,1ar.�, Por �larifl�at.+on, ••�b 
U!U on pl•cied i.nder a.r,y •l"••-n'-, ol- lhpou,h anbf.be:io t)ot) 
ooap0o.11en, • • •ir••••n1., con1\ U,u\tl a · coll\r•O\ual •rPan,c111an\. ·, U 
th1 •1•• af th• DoD IG f01" th• aupply of •ood• and/op ••�Vte•• an4 
•Y•� by ��oeul'ed Jn •og0�4•nc• Wl\h th• FAI, DoD r•tU1A\10fta, and 
t�• �eono� Aot. A a��y of th• Vn4•r Soer•L•1'¥ of D•fanat Cop 
Ao<q.'11ciU011·• --raMua el\ t.ltia •UbJ•t:'- u, •l'oYid•d •• bt,oktl'ound 
(an�lo•\11'• 2), '!'he av,Hablllt,y ot 1U1ld• doaa not., tn &n4 ot 

1 ta•lt, c:011eti lute .JU\b0Pi:Z'.at101\ to \tan1hr OP e•'"'*>' t.J:io•• 1Wld.l 
\o • hOr.-noD •&•net top abov• •ald �urpo•••· 
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DEFINSE �QGISTICS AGENCY COMMENTS (cont'd) 

PURPOSE OF INPUT: INITIAL POSlTlOI DATI OF P0S1Tl0M: l 6 S(P \992 

AUDIT TITLE ANO IIO: Oraft Audit Report on the Allegations of Improprieties 
ln'iohtn9 000 Acquisition of Services Thr·ough the 
Oep,1rta?nt of E�rgy (Project No. lCH-OOJ13) 

RECl»l4ENDATlON A.3.b: we reconnend that the Sef'v1ce Acqu1$lt1on Executives 
and tht Olrectol", Defense Lo9lsttcs A�ncy, discipline progra11 officiah who 
kno.ingl.r exceeded their authority 1nd 'fiolatedl the EcbnOllly A<:t, the Brooks 
Aet of 1965, the CoR1pet it1011 In contract Inv Act, year-end s�n1dln9 
rettrtctton,, and other laws alld regulations br placing unautliorized 
tnteragency orders with another federal AOtncy. 

DI.A C()ll:NTS: Concur with tM Intent of the recaaendatton. o�st ht
controls ere in place now to preveflt any yoccutn11ce of p�9,·1a off chl 
uk1119 any a9reellllnt with • c1v11 agenc

I 

y for C1Mtr�ctor support i-dtho11t the 
proper justtftcatfcm and approval. Although oar Po1tcy Letter 92-t Is 
•lpfred, .e .-fll notify subordinate activities to contlnut to 
policy until guidance on DD fora 448 is out. Pnor• offtctal

adhere to the
1$ in the past

were complying with the requirennb of tilt seNicina agency. Should OSO 
concur with the ODD JG's rec11111111ndatton5 ,nd SMU1d the DO For• 448 bl the 
transfer document for f11nds �Ith provision for 111 tPP"()YII block, 119 foresee 
no reasDII for violations to occur tn th• futur9. If they do. will take 
corrective act IOfls to Include dfscipltnary actions as appr0pr

1111e 

tlate. 
DISPOSITIOft: 

(1) Action ls ongoing. Est111tted Coap1ettcn Date1 31 Oc:t 9Z
() Action ts con$idered co11plett.

INTERNAL MANAGEMENT CONTROL WEAKNESSES: 
( ) llonconcur. (Rationale 1111st be documented 111d N1nh1nod with 

your copy of the �sponse.) 
(x) Concur; however, weuneu is not considered material. (Rationale

•st be documented and lllilfntatood with your copy of th,, response.)
( ) Concur; ..eatne,s Is 1r1attrl1l ind will be reported In the DLA 

Annual Statecr,,nt of As�urance. 

MONETARY 8ENEF1TS1 None 
DLA CIMENTS: NIA 
ESTIMATED REALIZATCON DATE: N/A 
NIOUIIT RCAL.IZEO: NIA 
DATE BENEF(TS REALIZED: N/A 

ACTION OFFICER 
PS£ REVIEW/APP 

COOltOIIIATIOlh 

11s 
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