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MEMORANDUM FOR UNDER SECRETARY OF DEFENSE FOR ACQUISITION 
DIRECTOR, 	 DEFENSE RESEARCH AND ENGINEERING 
DIRECTOR OF DEFENSE PROCUREMENT 
ASSISTANT 	 SECRETARY OF THE DEFENSE (COMMAND,

CONTROL, COMMUNICATIONS and INTELLIGENCE)
COMPTROLLER OF THE DEPARTMENT OF DEFENSE 
ASSISTANT 	 SECRETARY OF THE ARMY (FINANCIAL 

MANAGEMENT)
ASSISTANT 	 SECRETARY OF THE NAVY (FINANCIAL 

MANAGEMENT)
ASSISTANT SECRETARY OF THE AIR FORCE 

(FINANCIAL MANAGEMENT AND COMPTROLLER) 
DIRECTOR, DEFENSE LOGISTICS AGENCY 

SUBJECT: 	 Final Quick-Reaction Report on DoD Procurements Through
the Tennessee Valley Authority (Report No. 92-069) 

Introduction 

During FY 1991, the Office of the Director, Defense Research 
and Engineering; the Army, Navy, and Air Force; and Defense 
Logistics Agency (DLA) activities issued 306 interagency orders 
valued at about $149 million to the Tennessee Valley Authority 
(TVA) to procure support services and various equipment i terns. 
Of the $149 million, 160 orders valued at $95. 7 million were 
issued to TVA in August and September 1991 with expiring funds 
(Appendix A). On September 17, 1991, we met with representatives
of the Inspector General, TVA, to discuss potential problems with 
DoD procurements through the TVA. On October 11, 1991, we 
announced a cooperative audit with the Inspector General, TVA, to 
evaluate the DoD use of interagency orders to obtain contracting 
support from the TVA. 

Authorization of Orders. DoD officials, who lacked 
authority under the FAR and DFARS to approve interagency 
acquisitions, improperly authorized 147 interagency orders to 
transfer $84.8 million of expiring funds during August and 
September 1991 to TVA to achieve technical obligation of those 
funds. The interagency orders to TVA involved "contract 
offloading" or using TVA contracting capabilities rather than the 
DoD contracting system. DoD is paying TVA a brokerage fee ranging
from 5 to 10 percent of the total value of each order to perform
contracting functions that DoD should perform. In addition, 
internal control procedures and practices at the DoD activities 
involved were not adequate to ensure that contracting off icers 
approved interagency orders as required by the Federal 
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Acquisition Regulation (FAR) and Defense Federal Acquisition 
Regulation Supplement (DFARS), or to preclude the transfer of 
funds to the TVA on orders that were not properly authorized. 
This report addresses only those orders with funds issued to TVA 
in August and September 1991. A subsequent report will address 
the overall management of the interagency agreement program with 
TVA and funding received by the TVA from DoD activities before 
August l, 1991. We are also performing similar audits with the 
Inspectors General of the Department of Energy and the National 
Aeronautical and Space Administration. 

Corrective OSD Actions. We received excellent cooperation 
from the Comptroller of the Department of Defense, who insisted 
that the TVA cease contracting actions on questionable orders. On 
October 24, 1991, the Inspector General, DoD, sent the 
Comptroller a memorandum requesting that he authorize TVA to 
suspend contract awards for 30 days for those DoD orders received 
during September 1991. On November 12, 1991, in a letter to the 
President, Resources Group, TVA, the Comptroller requested that 
TVA suspend actions that would further obligate DoD funds on 
interagency orders received during September 1991. on 
November 13, 1991, the Comptroller issued a memorandum to inform 
the Military Departments and Defense agencies that he had 
requested TVA to temporarily suspend contracting actions. In a 
letter to TVA on December 17, 1991, the Comptroller requested 
that TVA refrain from further contract activity on the 
contracting actions until additional guidance was provided. The 
complete text of this correspondence is contained in Appendix B. 

On October 25, 1991, the Under Secretary of Defense for 
Acquisition issued a memorandum to the Secretaries of the 
Military Departments and 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 
(Appendix C). The memorandum solicited continued support from 
the Military Departments and DLA in minimizing the risk of orders 
for interagency acquisitions being placed by unauthorized DoD 
program officials. 

Army Actions. On December 26, 1991, the Assistant secretary 
of the Army (Research, Development and Acquisition) issued a 
message to all Army legal offices, comptrollers, resource 
managers, and finance and accou~ting offices concerning Army 
activities' continuation 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 fiscal years 1990 
and 1991, submit a detailed report including justification for 
the need to procure through TVA (Appendix D). 
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Objectives and Scope 

Inspector General. DoD. The objective of the audit was to 
evaluate the use of interagency agreements and orders to obtain 
contracting support from the TVA. For this report, we determined 
whether DoD contracting officers reviewed the requirements on the 
interagency orders and authorized the interagency acquisitions in 
accordance with the FAR and DFARS. We also examined the 
interagency orders issued to TVA in August and September 1991 to 
determine compliance with year-end spending restrictions. We 
visited the TVA, Knoxville, Tennessee, to interview 
representatives of the Technology Brokering Program (TBP) and 
General Counsel, TVA, obtain interagency agreements, ordering 
documents, invoices, and correspondence relating to DoD orders to 
the TBP and TVA's Work-For-Others (WFO) Program at Muscle Shoals, 
Alabama, during FY 1991. We queried DoD activities that issued 
interagency orders to TVA, using a questionnaire. We examined 
186 orders valued at $106.5 million that were issued to TVA by 
DoD activities during August or September 1991 to ensure 
compliance with year-end spending restrictions. 

This report is based on work performed from October through 
December 1991. The audit was made in accordance with auditing 
standards issued by the Comptroller General of the United States, 
as implemented by the Inspector General, DoD. Accordingly, we 
included such tests of internal controls as were considered 
necessary. We did not rely on computer-based data to accomplish 
the audit objectives. Activities contacted are listed at 
Appendix E. 

Inspector General, TVA. As part of the cooperative audit 
between DoD and TVA, the Inspector General, TVA evaluated the TVA 
compliance with applicable procurement laws and regulations; 
achievement of the Technology Brokering Program objectives; and 
procedures used by DoD to obtain contracting support from the 
TVA. The review was conducted from October through December 1991. 
The Inspector General, TVA: 

o sampled contractual agreements issued by TVA during 
FY 1991 on a judgmental basis, to determine the nature of the 
work accepted by the TBP, 

o interviewed TVA contractors (cooperators) to 
determine how the TBP was marketed and the extent of the contract 
administration process performed by TVA, 

o performed a limited review of the internal controls 
relating to the contract administration process, 

. 
o reviewed the basis for the brokerage fee charged by 

TVA to administer the TBP, and 

o examined the use of interest earned on monies from 
funding activities. 
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The Inspector General, TVA is planning to issue a final 
audit report on the results of their audit of the TBP in April 
1992. 

Internal Controls 

The audit identified a material internal control weakness as 
defined by Public Law 97-255, OMB Circular No. A-123 and DoD 
Directive 5010.38. Internal accounting and administrative 
controls either did not exist or were inadequate to preclude 
unauthorized issuance of interagency orders and to preclude 
payments on interagency orders that were not approved by DoD 
contracting officers. DoD program officials circumvented 
established policy and exceeded their authority by not obtaining 
required approvals from DoD contracting officers in placing 
interagency orders with TVA. Additionally, corrective actions 
were not implemented on deficiencies reported in prior audit 
reports of interagency acquisitions through the Library of 
Congress and the Department of Energy. We attributed these 
conditions to a lack of management emphasis on implementing 
control procedures by the Military Departments. Compliance with 
the FAR and DFARS procedures for interagency acquisitions would 
probably have prevented the deficiencies discussed in this 
report. Contracting officers generally have the skills and 
requisite training necessary to determine whether another Federal 
agency can provide the needed supplies and services more 
economically and efficiently than through direct DoD contracting. 
In the DoD FY 1991 annual statement of assurance, the Army and 
Navy identified the inappropriate offloading of contract 
requirements as a material weakness. The target date for 
correction of the weakness is FY 1992. The Air Force stated that 
it corrected a material weakness in contract offloading 
identified in FY 1990 through changes to policy and regulations. 
Implementation of the report recommendations should correct the 
weaknesses. A copy of this report will be provided to the senior 
internal control officials in OSD and the Army, Navy, and Air 
Force. 

Prior Audit coverage 

During the last 3 years, the Inspector General, DoD issued 
the following reports on contracting through interagency 
agreements with non-DoD agencies. 

o Report No. 90-034, "Contracting Through Interagency 
Agreements with the Library of Congress," February 9, 1990 

o Repo~t No. 90-085, "DoD Hotline Allegation of 
Irregularities in DoD Contractual Arrangements. with the 
Department of Energy," June 19, 1990 

The Inspector General, DoD also has the following audits in 
process. 
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o Project No. lCH-0033, "Allegations of Improprieties 
Involving DoD Acquisition of Services Through the Department of 
Energy," which is a cooperative audit with the Inspector General, 
Department of Energy. 

o Project No. lCA-8004, "DoD Procurements Through the 
Jet Propulsion Laboratory," which is a cooperative audit with 
the Inspector General, National Aeronautics and Space 
Administration. 

Background 

Interagency Acquisitions. The Economy Act of 1932, u.s.c., 
title 31, section 1535, provides the authority and conditions for 
interagency acquisition of goods and services. The Act 
authorizes the head of an agency or major organizational unit 
within an agency to acquire goods or services from another 
agency, if the other agency is in a position to provide or obtain 
by contract the services or goods ordered; the head of the agency 
or unit determines that it is in the best interest of the 
Government; and the head of the agency determines that the 
services cannot be obtained as conveniently or cheaply from a 
commercial enterprise. The Act further defines the head of an 
agency or unit as the Secretary of Defense or the Secretary of a 
Military Department. The FAR Subpart 6.002, "Competition 
Requirements," states that no agency shall contract for supplies 
and services from another agency for the purpose of avoiding the 
requirements of competitive contracting. 

The FAR Subpart 17.502, "Interagency Acquisitions Under the 
Economy Act," requires that the head of the requesting agency, or 
designee, make a determination that orders placed under the Ac~ 
with another agency are in the best interest of the Government 
prior to placing the orders. The DFARS 217.502 (1988 edition) 
states that a DoD contracting officer is the designee to make the 
determination required by the FAR. The purpose of the FAR and 
DFARS requirements are to ensure that the expert knowledge of DoD 
contracting officers is fully utilized in determining that it is 
in the best interest of DoD to obtain required supplies or 
services through an interagency acquisition rather than through 
direct contracting by DoD. 

The FAR Subpart 17.504(b), "Ordering Procedures," states 
that an interagency order may be placed on any form or document 
that is acceptable to both agencies, as long as the order 
includes a description of the supplies or services required, 
delivery requirements, a funds citation, a payment provision, and 
acquisition authority as may be appropriate. Two documents that 
are used to place interagency orders are a contract' instrument, 
such as a delivery order placed on a DD Form 1155, "Order for 
Supplies and Services," or a DD Form 448, "Military 
Interdepartmental Purchase Request (MIPR) • " The contract 
instrument is signed by a contracting officer and, if above 
$25, 000, will be identified in the DD 350 Individual Contract 
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Action Reporting System. A MIPR is a purchase request authorized 
by DFARS 208.7006 to be used to procure items assigned to another 
DoD Component or the General Services Administration for 
integrated materiel management. A MIPR may also be used to 
acquire nonpersonal services in accordance with single department 
acquisition assignments or agreements between departments within 
DoD as provided in DFARS 208.7005. A MIPR is not intended to be 
used to procure supplies or services from other agencies, and 
there is no requirement for purchases using MIPRS to be 
identified in the DD 350 Individual Contract Action Reporting 
System. 

TYA Programs. The TVA accepted interagency orders from DoD 
activities under two programs: the TBP, which is managed at TVA 
offices in Knoxville, Tennessee, and the WFO Program, which is 
managed by the TVA National Fertilizer and Environmental Research 
Center at Muscle Shoals, Alabama. For performing the contracting 
function and administering the programs, the TBP and WFO assessed 
DoD activities a fee ranging from 5 to 10 percent per order 
depending on total dollar values of the orders. The TVA 
established the TBP in 1988 and received $500,000 in interagency 
orders from DoD activities in the first year. Total receipts for 
the TBP increased to over $40 million in FY 1991, through July, 
and the program received an additional $106. 5 million from DoD 
activities in August and September 1991. 

Year-end Spending. The subject of year-end spending was 
addressed in several Office of Management and Budget (OMB) policy 
letters during the last 10 years. In 1981, the Office of Federal 
Procurement Policy, OMB, issued Policy Letter 81-1, which stated 
that each agency head is responsible for ensuring efficient and 
economical procurement by reducing wasteful practices resulting 
from hurried or unnecessary end-of-year procurements. In 1987, 
and again in 1988, the Director, OMB, issued memorandums asking 
agency heads to prevent wasteful year-end spending through the 
obligation of funds solely to keep them from lapsing or being 
reported as unobligated at fiscal year end. 

Discussion 

DoD officials, who lacked authority under the Economy Act, 
the FAR, and the DFARS to approve interagency acquisitions, 
transferred expiring funds during August and September 1991 to 
achieve technical obligation of those funds. The TVA accepted 
the orders assuming they were properly authorized by DoD 
activities. The DoD activities that issued unauthorized 
interagency orders to the TVA are identified in Appendix A. 

Contracting Officer Approval. Using a questionnaire, we 
contacted the DoD activities that issued interagency orders to 
the TVA during FY 1991 to determine whether the orders were 
approved in advance of issuance by a DoD contracting officer. We 
determined that only 3 of the 306 interagency orders issued 
during FY 1991 were properly authorized by DoD contracting 
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officers. Another 62 interagency orders were reported as 
reviewed by contracting officers, but those with determinations 
and findings did not adequately support the fact that the 
supplies or services could not be provided more conveniently or 
economically by a commercial source, and those without 
determinations and findings only had verbal contracting officer's 
approval. The remaining 303 orders were unauthorized 
acquisitions. The responses from all DoD activities queried are 
not included in this report because some responses clearly 
exhibited a lack of knowledge of DoD contracting principles and a 
lack of understanding of year-end spending restrictions. The 
responses were provided to appropriate command personnel in the 
Military Departments. 

Year-end Spending. During August and September 1991, DoD 
activities issued 186 interagency orders valued at $106.5 million 
to TVA. We determined that 160 of these orders valued at 
$95. 7 million involved transfers of funds due to expire at the 
end of FY 1991. Acceptance of the orders by TVA was sufficient 
evidence to support the recording of an obligation on the DoD 
financial records. We considered as inappropriate year-end 
spending, those interagency orders lacking proper contracting 
officer determinations and approvals, which were issued during 
August or September 1991 and cited expiring funds. We also 
considered as year-end spending orders citing expiring funds for 
ongoing projects that were not identified in statements of work 
prior to August or September 1991. 

The following are examples of orders issued to the TVA 
during August or September 1991. 

o On August 21, 1991, the Naval Ship Systems 
Engineering Station in Philadelphia, Pennsylvania, requested that 
TVA contract with Engineering Visions, Incorporated, for various 
prototype modernization projects for Navy vessels. The Station 
transferred Navy Operation and Maintenance (O&M) funds in the 
amount of $6,067,220 for this procurement. 

o On September 10, 1991, the U.S. Army John F. Kennedy 
Special Warfare Center and School at Fort Bragg, North Carolina, 
requested TVA to procure 404 Intel model 386 laptop computers, 
404 portable Diconix printers, and associated software for the 
computers. These computers were for student use at the School. 
Army O&M funds in the amount of $2,007,108 were provided for this 
procurement. 

o On September 16, 1991, U.S. Forces, Korea (USFK) 
requested TVA to contract for the development of a decision 
support system to support information requiremeRts of the 
Commander, USFK. An initial increment of Army O&M funds in the 
amount of $1.0 million was provided for this procurement. These 
funds were withdrawn by the USFK after we inquired about approval 
of the order. 
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o In September 1991, the Air Force, Headquarters, 
834th Air Base Wing at Hurlburt Field, Florida, sent 10 MIPRs to 
TVA to obtain goods and services such as a gas utility vehicle, 
hand-held handi-talkies with headsets and boom microphones, 
asbestos removal, design of a machine gun range, and a 
requirement to clear trees and underbrush. Air Force O&M funds 
of $995,000 were provided for these procurements. 

o During August and September 1991, the Army All 
Source Analysis System Program Office (ASAS) transferred O&M 
funds of $2,162,900 to TVA to develop requirements and evaluate 
hardware and software architecture for the ASAS Training System. 
These funds were subsequently withdrawn. 

As a result of our inquiries during this audit, 
10 activities withdrew $5.9 million from TVA (Appendix F). The 
DoD activities listed in Appendix A should terminate those 
interagency orders issued inappropriately during August or 
September 1991 and procure the valid supplies or services through 
a contracting office. 

Status of Orders Accepted by TVA. TVA stopped contracting 
actions on 137 of the 186 DoD interagency orders, valued at 
$84. 5 million, as the result of two requests from the 
Comptroller, DoD (November 12, and December 17, 1991). The TVA 
also delayed issuance of definitized contracts for another 
16 orders, valued at $20.2 million for which it had issued 
letters of intent to contractors prior to the suspension. A 
letter of intent authorizes the contractor to proceed with work 
and to incur costs up to a specified ceiling amount prior to 
receiving a formal contract. The TVA letters of intent, however, 
do not authorize contractors to submit invoices prior to award of 
the formal contract. 

Under the Economy Act, u.s.c., title 31, section 1535, any 
funds transferred to another agency under the Act must be 
deobligated at the end of the fiscal year unless the performing 
agency has incurred valid obligations under the agreement. For 
these purposes, val id obligations can only be incurred after a 
contract has been established. Until a contract is issued by 
TVA, a binding obligation of DoD funds has not occurred. 
Further, section 13ll(a) of the Economy Act states that the 
procuring agency may not have more time to execute the 
procurement through contracts than the agency issuing the orders 
would have had, if it had done the procuring. All DoD 
interagency orders issued to TVA, using expiring FY 1991 funds 
that were not placed on contracts by TVA prior to 
September 30, 1991, should have been canceled and the funds 
deobligated in accordance with the Act. Also, those· orders with 
expiring funds issued to TVA on which TVA has issued letters of 
intent after September 30, 1991, should be terminated and funded 
with current year's funds. A onetime monetary benefit of 
$13.2 million can be realized by the cancellation of these 
interagency orders. This includes $7.3 million in TVA brokerage 
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fees, from cancellation of the interagency orders shown in 
Appendix A, and $5.9 million for the interagency orders in 
Appendix F that were withdrawn by DoD activities. Additional 
savings of up to $84.2 million could be realized if requirements 
for the orders, identified in Appendix A, are not needed. 

Reasons for use of TVA. Some of the reasons cited by 
program officials, in response to our inquiries, for the absence 
of a DoD contracting officer's approval on the orders were: 

o the requiring activity did not have a contracting 
office, 

o the program official was not aware that approval by 
a DoD contracting officer was required, 

o the program office believed TVA was responsible for 
determining compliance with applicable laws, 

o a contracting officers approval would have delayed 
issuance of the order, 

o the program office did not want to "overtax" 
contract personnel, and 

o the contracting office denied the request to use TVA 
so the activity obtained services through TVA directly. 

These reasons indicate that adequate corrective aptions were 
not taken by the Military Departments to strengthen internal 
controls after issuance of previous Inspector General, DoD, audit 
reports on contract offloading. Those reports described the 
inappropriate issuance of DoD interagency orders to the Library 
of Congress in Report No. 90-034, "Contracting Through the 
Interagency Agreements with the Library of Congress," 
February 9, 1990, and the Department of Energy, Report 
No. 90-085, "DoD Hotline Allegation of Irregularities in DoD 
Contractual Arrangements with the Department of Energy," 
June 19, 1990. As a result of those audits, the Principal Deputy 
Assistant Secretary of Defense (Production and Logistics) issued 
a May 10, 1990, memorandum that solicited support of the Military 
Departments and DLA in training program officials and in 
establishing internal control procedures to prevent placement of 
interagency orders by unauthorized DoD program officials. 

Forms Used. All of the unauthorized interagency orders were 
placed using MIPRs (DD Form 448) or similar Navy forms. MIPRs, 
when issued by one DoD Component to another DoD Component, do not 
require contracting officer approval. Because the. interagency 
acquisitions to TVA were made on MIPRs rather than contract 
instruments, the acquisitions through another Government agency 
were no~ obvious to senior DoD managers. Also, the MIPRs were 
not included in the DD 350 Individual Contract Action Reporting 
System. Because these were unauthorized acquisitions that did not 
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comply with the requirements of the Economy Act, the FAR and 
DFARS, appropriate disciplinary actions should be initiated 
against those program officials who knowingly exceeded their 
authority and circumvented applicable laws and regulations when 
authorizing or placing interagency orders with TVA. In addition, 
DoD procurement officials should be required to use a form when 
procuring goods and services from non-DoD agencies that includes 
sections to be completed and signed by a contracting officer. 

Recommendations for corrective Actions 

We recommend that the Assistant Secretary of Defense 
(Command, Control, Communications and Intelligence), the Service 
Acquisition Executives, and the Director, Defense Logistics 
Agency: 

1. Cancel all interagency orders to the Tennessee Valley 
Authority listed in Appendix A that are determined to be improper 
or unauthorized, that have not been placed on contract, or that 
have letters of intent to contractors but where no costs were 
incurred. 

2. Determine the appropriateness of terminating or reducing 
interagency orders where the Tennessee Valley Authority has only 
issued letters of commitment to contractors and verify that 
proper funding is used on any contracts that are awarded. 

3. Prohibit placement of requests for supplemental work 
under existing interagency agreements if not properly approved by 
a DoD contracting officer. 

4. Initiate disciplinary action against program officials 
who knowingly exceeded their authority by improperly authorizing 
or placing interagency orders with the Tennessee Valley 
Authority. 

5. Discontinue the use of Military Interdepartmental 
Purchase Requests (DD Form 448) and similar forms to order goods 
and services from other Federal agencies and develop a form that 
includes a section for completion by contracting officers to 
document compliance with the Federal Acquisition Regulation and 
the Defense Federal Acquisition Regulation Supplement. 

6. Provide information on canceled orders and disciplinary 
actions taken against program officials to the Assistant 
Inspector General for Analysis and Followup, DoD. 

Management comments 

A draft of this report was issued on December 18, 1991. We 
received prompt comments from the Assistant Secretary of the Army 
(Research, Development and Acquisition); Assistant secretary of 
the Navy (Research, Development and Acquisition); Assistant 
Secretary of the Air Force (Acquisition); Director, Defense 
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Logistics Agency; and Director of Defense Procurement. We also 
received comments from the Director, Defense Research and 
Engineering and the Assistant Secretary of Defense (Command, 
control, Communications and Intelligence} on February 5, 1992. A 
complete text of all comments is provided in Appendices I 
through o. 

Army comments. The Assistant Secretary of the Army 
(Research, Development and Acquisition) substantially concurred 
with the finding and recommendations and stated that all orders 
not placed on contract by TVA, and not processed in compliance 
with the Economy Act and DoD year-end spending policies would be 
canceled. The estimated completion date for this action is 
March 31, 1992. The Assistant Secretary stated that the Army 
would review all interagency orders where only letters of intent 
have been issued; and when appropriate, request that the orders 
be terminated, the funds returned, or that proper funds be used. 
The estimated completion date is April 30, 1992. The Assistant 
Secretary further agreed that by May 31, 1992, the Army would 
initiate disciplinary actions against officials who knowingly and 
willfully exceeded their authority by improperly authorizing and 
affecting interagency orders with TVA. On December 26, 1991, the 
Assistant Secretary directed all activities to require the 
approval of a contracting officer on any interagency agreement or 
individual interagency order issued to a non-DoD agency. The 
Assistant Secretary agreed that a form requiring a contracting 
officer's signature is needed, and in the December 26, 1991, 
message directed that during the interim, contracting officers 
must sign the MIPR to attest that an Economy Act determination 
has been made. The Assistant Secretary questioned the potential 
onetime monetary benefit of $106. 4 million cited in the draft 
report. The Assistant Secretary suggested that a more reasonable 
figure would be the difference between the estimated additional 
cost to go through TVA rather than through a DoD activity. 

Navy comments. The Assistant Secretary of the Navy 
(Research, Development and Acquisition) concurred in principle 
with the finding and recommendations, stating that all orders 
issued to TVA that can be canceled will be canceled and that the 
orders may be reissued only after meeting all regulatory 
requirements for interagency and Economy Act orders. Those 
orders determined to be unauthorized and those citing 
inappropriate funds would be terminated, reduced, or ratified 
with proper funding, as appropriate. The Assistant secretary 
also stated that the Navy will reissue guidance on the regulatory 
requirements for contracting officer approval of Economy Act 
orders as soon as practicable, and that disciplinary action would 
be initiated by activity commanders on those unauthorized 
personnel who abused interagency acquisitions by· obligating 
expiring funds or using favored contractors. The Assistant 
Secretary agreed with the development of a form for interagency 
purchases and stated that the form should include requirements 
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for recording the acquisitions in the DD 350 Individual Contract 
Action Reporting System. The Assistant Secretary did not provide 
planned dates for completing the corrective actions and did not 
comment on the potential monetary benefits from cancellation of 
the orders. 

Air Force comments. The Assistant Secretary of the Air 
Force {Acquisition) concurred with the finding and 
recommendations, stating that MIPRs were not appropriately used 
in all cases, and that actions would be taken to eliminate their 
unauthorized use. The Assistant Secretary stated that in the 
future, all MIPRs will be reviewed by an appropriate contracting 
authority, and all the interagency orders with TVA would be 
reviewed; and those orders not approved by a contracting officer 
would be canceled. The Assistant Secretary also stated that 
appropriate administrative and disciplinary action will be taken, 
as needed, consistent with appropriate policies, procedures, and 
legal considerations. A Management Policy and Procedures 
Directive will be issued requiring a contracting officer 
determination on all interagency agreements and additional 
guidance on interagency ordering will be included in the Air 
Force FAR Supplement. The Assistant Secretary did not agree with 
the potential monetary benefits of $106.4 million and stated that 
some of the interagency orders represent bona fide requirements 
that will be reprocured. Tentative milestones for completion of 
the corrective actions were not identified. 

Defense Logistics Agency comments. The Deputy Comptroller, 
Defense Logistics Agency partially concurred with the finding but 
did not agree that it constituted a material internal control 
weakness for DLA. The Deputy Comptroller stated that the service 
that DLA procured through TVA had been performed and there were 
no outstanding orders with TVA. Current policy regarding 
interagency agreements will be reinforced to specify that using 
another DoD interagency agreement also requires compliance with 
the FAR and approval for the transfer of funds. 

The Deputy Comptroller did not agree that disciplinary 
action should be initiated against any DLA personnel because the 
Defense Reutilization and Marketing Service acted on the advice 
of Kelly Air Force Base personnel to fund the $28,112 order with 
TVA, and the order was for a val id requirement. The Deputy 
Comptroller also nonconcurred with the recommendation to 
discontinue the use of MIPRs and similar forms to place orders 
with other Federal agencies, stating that DoD should instead 
clarify its use and approval process for interagency agreements 
in the Finance and Accounting Manual and other regulations. The 
comments did not identify a planned date for issuance of the 
amended policy specifying the need for contracting of£icer review 
and approval of the use of another DoD Component's interagency 
agreement. 
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Director of Defense Procurement comments. The Director of 
Defense Procurement concurred in principle with the 
recommendation to change the MIPR and similar forms used to place 
orders under the Economy Act. The Director stated that the 
DAR Council will be asked to develop DFARS language to require 
using only the DD Form 448 (MIPR) to place orders under the 
Economy Act, and to modify the MIPR by adding a signature block 
for the signature of the cognizant contracting officer, 
indicating a determination that the order being placed under the 
Economy Act is in the best interest of the Government. 

pirector, Defense Research and Engineering comments. The 
Director, Defense Research and Engineering stated that the 
$10, ooo interagency order issued to TVA expired on 
December 31, 1991, and it would not be renewed. The Director 
also stated that responsibility for the program has been 
transferred to the Assistant Secretary of Defense (Command, 
Control, Communications and Intelligence). The Director did not 
plan to initiate disciplinary action against the program manager 
because the program had moved and the program officials did not 
exceed their authority. 

Assistant Secretary of Defense (Command. Control. Communica­
tions and Intelligence) comments. The Assistant Secretary of 
Defense (Command, Control; Communications and Intelligence) also 
provided comments on the recommendations, disagreeing with most 
of the recommendations. The Assistant Secretary stated that the 
$10,000 MIPR, issued in August 1991 to TVA to support the program 
transferred to his office from the Director, Defense Research and 
Engineering was properly authorized, and that disciplinary action 
should not be taken against any program official since no program 
officials exceeded their authority. The Assistant Secretary also 
suggested that the recommendations prohibiting placement of 
supplemental work under existing interagency agreements and 
developing a form that includes a contracting officer's 
completion be revised to allow for officials other than 
contracting officers to approve interagency agreements. 

Audit Response to Management Comments 

We consider the comments from the Army, Navy, Air Force, 
Director of Defense Procurement, and the Director, Defense 
Research and Engineering to be generally responsive. We accept 
DLA's position that the issuance of a single $28,112 order by 
one activity is not sufficient evidence of a material internal 
control weakness that would require disciplinary action. 

We consider the comments from the Assistant Secretary of 
Defense (Command, Control, Communications and Intelligence) to be 
generally nonresponsive. The contracting Officer's Technical 
Representative and the other officials identified in the response 
were not authorized to approve the MIPR to TVA and their actions 
do not constitute compliance with the FAR and DFARS. 
DFARS 217.502 (1988 edition) states that a DoD contracting 



14 

officer is the designee to make the determination required by the 
FAR. We believe this to mean that the program officials should 
have had a contracting officer in the Defense Supply Service­
washington review the MIPR and provide the determination and 
finding required by DFARS 217. 502. We do not agree that a 
deviation to DFARS 217.502 is warranted for the program that was 
transferred to the Assistant Secretary. 

Based on the comments from the Army and Air Force concerning 
the amount of onetime monetary benefits, we revised the amount to 
consider valid requirements that might be reprocessed after 
cancellation from TVA. Therefore, the onetime monetary benefit 
has been revised to $13.2 million and consists of the TVA 
brokerage fee that would be saved by canceling the interagency 
orders in Appendix A and the amounts already withdrawn by DoD 
activities. In addition, potential additional savings exist if 
some of the other requirements are canceled. 

Request for Comments 

DoD Directive 7650. 3 requires that all recommendations be 
resolved promptly and that completion dates for actions taken or 
planned be provided. Comments to the final report are requested 
by May 4, 1992. For the final report, we added Recommendation 6. 
that requests information on canceled orders and disciplinary 
actions be provided to the Assistant Inspector General for 
Analysis and Followup, DoD. We request that the Army, Navy, and 
Air Force provide a response on Recommendation 6. and completion 
dates for all agreed upon corrective actions. We also request 
that the Assistant Secretary of Defense (Command, Control, 
Communications and Intelligence) respond to Recommendation 6. and 
reconsider his position and provide additional comments on the 
recommendations. The comments must indicate concurrence or 
nonconcurrence in the finding and each recommendation addressed 
to you. If you concur, describe the corrective actions taken or 
planned, the completion dates for actions taken, and the 
estimated completion dates for the completion of planned actions. 
If you nonconcur, state your specific reasons for each 
nonconcurrence. If appropriate, you may propose alternative 
methods for accomplishing desired improvements. 

We also request that the Army, Navy, and Air Force provide 
comments on the revised monetary benefits (Appendix F and G). If 
you nonconcur with the estimated monetary benefits or any part 
thereof, you must state the amount you nonconcur with and the 
basis for your nonconcurrence. Recommendations and potential 
monetary benefits are subject to resolution in accordance with 
DoD Directive 7650.3 in the event of nonconcurrence or failure to 
comment. 
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The cooperation and courtesies extended to the audit staff 
are appreciated. If you have any questions on this audit, please 
contact Mr. Garold E. Stephenson at (703) 614-6275 (DSN 224-6275) 
or Ms. Kimberley Caprio at (703) 614-3463 (DSN 224-3463). Copies 
of this final report will be distributed to the activities listed 
in Appendix H. 

Robert J. Lieberman 
Assistant Inspector General 

for Auditing 

Enclosures 

cc: 
Secretary of the Army 
Secretary of the Navy 
Secretary of the Air Force 
Inspector General, Tennessee Valley Authority 
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SlJlltilARY OF OPERATIONS AND MAINTENANCE FUNDS ISSUED BY DOD ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTER.AGENCY ORDERS IN AUGUST 
AND SEPTEiieER 1991 

NEW OR 
ONGOING 
PROJECTS 

INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER NUMBER 

DOLLAR 
VALUE 

DATE OF 
ORDER 

DATE OF TVA'S 
LETIER OF INTENT ACTIVITY 

ARMY 

ASAS TV82211V 4J-1-2037 $ 5, 126 8/26/91 New 10/18/91 
ASAS TV82211V 4J-1-2037 AMEND 1 26,358 9/10/91 New 10/18/91 
ASAS TV82211V 4J-1-2037 AMEND 2 32,660 9/20/91 New 
ASAS TV82211V 4J-1-7030 31,740 8/26/91 New 10/18/91 
ASAS TV82211V 4J-1-7030 AMEND 3 3,250 9/20/91 New 
ASAS TV82211V 4J-1-7030 AMEND 1 1,700 8/29/91 New 10/18/91 
ASAS TV82211V 4J-1-7030 AMEND 2 2,500 9/09/91 New 
ASAS TV82211V 4J-1-7031 64,628 8/27/91 New 
ASAS TV82211V 4J-1-7031 AMEND 1 805,000 9/09/91 New 
ASAS TV82211V 4J-1-7031 AMEND 2 7,372 9/10/91 New 
AIPC/AITI TV85607V MIPRAITI091011 20,000 9/19/91 New 
AIPC/AITI TV85607V MIPRAITI091011 250,000 9/23/91 New 

AMEND 1 
ASAS TV82211V J J-25-91 218,000 9/04/91 New 10/18/91 
ASAS TV82211V J 33-91 37,566 9/03/91 New 
ASAS TV82211V J33-91 CH 1 6,000 9/10/91 New 
ASAS TV82211V J33-91 CH 2 16,000 9/16/91 New 
000/AMEAA TV83680V EA 1183 1 400,000 9/09/91 New 
000/AMEAA TV83680V EA 1260 1 1,368,300 9/19/91 New 
USASOC TV82045V MIPRE41800L91 120,000 9/22/91 New 10/18/91 
USASOC TV82045V MIPR013750QR91 200,000 9/18/91 New 10/18/91 
USASOC TV82045V MIPROQN9101041 490,000 8/12/91 New 

AMEND 7.
USASOC TV82045V MIPROQN9101041 655,000 9/20/91 New 

AMEND 8
USASOC TV82045V MIPRPKK9103742 2 ,007, 108 9/10/91 New 
CASCOM TV85610V. MI PRAE 13009125 200,000 9/20/91 New 

Note: All funds expired September 30, 1991 
Acronyms identified on last page of enclosure 
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SUMMARY OF OPERATIONS AND MAINTENANCE FUNDS ISSUED BY 000 ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTERAGENCY ORDERS IN AUGUST 
AND SEPTDEER 1991 (Continued) 

NEW OR 
ONGOING 
PROJECTS 

INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER NUMBER 

DOLLAR 
VALUE 

DATE OF 
ORDER 

DATE OF TVA'S 
LETTER OF INTENT ACTIVITY 

Am.1Y 

~ 

00 

HO DA (ISM) TV85116V MIPRG2S139 $ 250,000 9/20/91 New 10/18/91 
HO DA <ISM) TV85116V MIPR5491056 749,000 8/09/91 New 10/18/91 
USAMPOA TV82227V MIPRK80008 $ 165 ,000 8/21/91 New 
USAMPOA TV82227V MIPRK80009 170,500 8/19/91 New 
USAMPOA TV82227V MIPRK80010 130,350 8/21/91 New 
AMC SIMA TV83739V 91-7LG-065 4,200,000 9/12/91 New 
USA ISC TV82153V 1-M310-014 34,026 8/02/91 New 
USA ISC TV82153V 1-M310-015 319,583 8/12/91 New 
USA ISC TV82153V 1-M310-016 66,250 8/16/91 New 
USA ISC TV82153V 1-M310-017 35,000 8/23/91 New 
USA ISC TV82153V 1-M310-018 33,099 9/06/91 New 
USA ISC TV82153V 1-M310-019 100,000 8/28/91 New 
USA ISC TV82153V 1-M310-021 2, 178,341 9/09/91 New 
USA ISC TV82153V 1-M310-023 471 ,000 9/09/91 New 10/15/91 
USA ISC TV82153V 1-M310-024 801 ,300 9/09/91 New 10/18/91 
USA ISC TV82153V 1-M310-025 3,694,326 9/09/91 New 
USA ISC TV82153V 1-M310-026 309,000 9/09/91 New 
USA ISC TV82153V 1-M310-026 AMEND 1 75,000 9/13/91 New 
USA ISC TV82153V 1-M310-028 183,747 9/16/91 New 
USA ISC TV82153V 1-M310-029 152,000 9/16/91 New 
USA ISC TV82153V 1-M310-030 650,000 9/16/91 New 
USA ISC TV82153V 1-M310-031 1,756,500 9/17/91 New 
USA ISC . TV82153V 1-M310-032 2,510,357 9/17/91 New 
USA ISC TV82153V 1-M310-27 620,230 9/12/91 New 
USA ISC TV85614V SDC-91-05 199,280 8/06/91 New 
USFK TV85603V WT4GDL 1 106 1,000,000 9/16/91 New 
HQ USAREUR/7A TV83678V OOA9033 AMEND l 700,000 8/19/91 New 
HO USAREUR/7A TV83678V OOA9033 AMEND 2 700,000 9/23/91 New 

Note: All funds expired September 30, 1991 
Acronyms identified on last page of enclosure 
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SIJNl4ARY Of OPERATIONS AND MAINTENANCE FUNDS ISSUED BY DOD ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTERAGENCY ORDERS IN AUGUST 
AND SEPTE143ER 1991 (Continued) 

ACTIVITY 
INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER NUMBER 

DOLLAR 
VALUE 

DATE OF 
ORDER 

NEW OR 
ONGOING 
PROJECTS 

DATE OF TVA'S 
LETTER OF INTENT 

ARMY 

USACRDEC TV86020V 1311-1699 
FT. DEVENS TV84974V DEH-07-91 
FT. DEVENS TV84974V DEH-07-91 AMEND 1 
OEH TV86007V MIPR 81-91 
OEH TV86008V MIPR 82-91 
DEH TV86009V MIPR 83-91 
OEH TV86010V MIPR 84-91 
USAI Corps TV84995V KM16347 
USAI Corps TV84996V KM16348 
USAI Corps TV86033V KM16362 
USAI Corps TV86036V KM16363 
USAI Corps TV86037V KM16364 
USAI Corps TV84998V KR3041A 
USAI Corps TV84997V KRX0218 
USEUCOM TV86011V FE 64 91 
USATHAMA TV84956V MIPR4731 AMEND 2 
USATHAMA TV84979V MIPR4891 
USATHAMA TV84979V MIPR4891 AMEND 1 
USATHAMA TV84973V MIPR4951 
USATHAMA TV86004V MIPR5281 
USATHAMA TV86018V MIPR5291 
USATHAMA TV86014V MIPR5341 
FT.DEVENS . TV86012V OEH-10-91 

TOTAL - ARMY 

Note: Al I funds expired September 30, 1991 
Acronyms identified on last page of enclosure 
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0 
NS~RY OF OPERATIONS ANO MAINTENANCE FUNDS ISSUED BY 000 ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTERAGENCY ORDERS IN AUGUST

ANO SEPTEl43ER 1991 (Continued)




	
ACTIVITY 

INTERAGENCY 
AGREEMENT 

MIPR/
ORDER NUMBER 

DOLLAR 
VALUE 

DATE OF 

ORDER 


NEW OR 
ONGOING 
PROJECTS 

DATE OF TVA'S 
LETTER OF INTENT 

NAVY 

NESSEC TV85589V N6285291MP0001 I $ 25,000 9/03/91 New 
NAVSEA TV83744V N0002491MPOOl26 150,000 8/16/91 New 
NAVSEA TV83744V 

AMEND 1 
N0002491POOl439 200,000 9/06/91 New 

NAVSSES TV83561V 
AMEND 2 

N6554091MPOOOl3 9,007 9/25/91 New 

NAVSSES TV83561V N6554091MP00015 28,000 8/21/91 New 
NAVSSES TV83561V N6554091MP00017 143,000 8/21/91 New 
NAVSSES TV83561V 

AMEND 1 
N6554091MP00017 130,000 9/11/91 New 

NAVSSES TV83561V N6554091MP00018 6,067,220 8/21/91 New 10/04/91 
NAVSSES TV83561V 

AMEND 1 
N6554091MP00018 141 ,000 9/19/91 New 

NAVSSES TV83561V N6554091MP00019 5,624,230 8/21/91 New 10/07/91 
NAVSSES TV83561V N6554091MP00020 313,840 8/21/91 New 
NAVSSES TV83561V N6554091MP00020 645,350 8/21/91 New 
NAVSSES TV83561V N6554091MP00021 965,750 8/21/91 New 10/15/91 
NAVSSES TV83561V N6554091MP00022 36,000 8/22/91 New 
NAVSSES TV83561V N6554091MP00022 2,556,000 8/22/91 New 
NAVSSES TV83561V N6554091MP00023 944,400 8/22/91 New 
NAVSSES TV83561V N6554091MP00023 217,500 8/22/91 New 
NAVSSES TV83561V N6554091MP00024 2 ,451 ,ooo 8/22/91 New 
NAVSSES TV83561V N6554091MP00024 594,680 8/22/91 New 
NAVSSES TV83561V N6554091MP00025 2,354,570 8/22/91 New 
NAVSSES TV83561V N6554091MP00026 1,077 ,830 8/22/91 New 
NAVSSES TV83561V N6554091MP00027 2,963,320 8/22/91 New 
NAVSSES TV83561V N6554091MP00028 1 ,758,000 8/23/91 New 

Note: 	 Al I funds expired September 30, 1991 
Acronyms identified on last page of enclosure 
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SUf+IARY OF OPERATIONS AND MAINTENANCE FUNDS ISSUED BY 000 ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTERAGENCY ORDERS IN AUGUST 
AND SEPTElol!ER 1991 (Continued) 

ACTIVITY 
INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER NUMBER 

DOLLAR 
VALUE 

DATE Of' 
ORDER 

NEW OR 
ONGOING 
PROJECTS 

DATE Of' TVA'S 
LETTER Of' INTENT 

NAVY 

NAVSSES TV83561V N6554091MP00029 $ 318,880 8/23/91 New 
NAVSSES TV83561V N6554091MP00030 2,595,000 8/28/91 New 
NAVSSES TV83561V N6554091MP00031 952,000 8/30/91 New 
NAVSSES TV83561V N6554091MP00032 237,000 8/30/91 New 
NAVSSES TV83561V N6554091MP00033 234,000 8/30/91 New 
NAVSSES TV83561V N6554091MP00016 165,000 8/21/91 New 
NAVAIR TV74702A N6852091MPR1017 17. 784 9/17/91 Ongoing 
NAVAIR TV74702A N6852091MPR1616 24,587 9/12/91 Ongoing 
NAVSSES TV83561V N6554091MP00035 50,000 9/29/91 New 
NAS-CC TV84980V N0021691MPL0001 57 000 9/11/91 New 

TOTAL - NAVY $34,046,948 

Note: Al I funds expired September 30, 1991 
Acronyms indent if i ed on Iast page of enc I osure 
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SlJotilARY OF OPERATIONS AND MAINTENANCE FUNDS ISSUED BY 000 ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTERAGENCY ORDERS IN AUGUST 
ANO SEPTE143ER 1991 <Continued) 

N 
N 

INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER NUMBER 

DOLLAR 
VALUE 

DATE or 
ORDER 

NEW OR 
ONGOING 
PROJECTS 

DATE or TVA'S 
LETTER or INTENT ACTIVITY 

AIR FORCE 

6500thCSW TV86002V rrc-1-0102 $ 56,000 9/17/91 New 
HQPACAF TV84966V 91-0015 385,000 8/15/91 New 
HQPACAF TV84984V 91-11 225,000 9/11/91 New 
HQPACAF TV84983V 91-12 230,000 9/11/91 New 
HQPACAF TV84982V 91-13 140,000 9/11/91 New 
HQPACAF TV84981V 91-14 150,000 9/11/91 New 
HQPACAF TV84990V 91-15 85,000 9/13/91 New 
HQPACAF TV84992V 91-17 80,000 9/13/91 New 
HQPACAF TV84993V 91-18 90,000 9/13/91 New 
HQPACAF TV84991V 91-16 65,000 9/13/91 New 
92ND CSG TV84978V NS91-009 700,000 8/30/91 Ongoing 
USAF PAC TV84967V 91-166 50,000 8/09/91 New 
834TH ABW TV84999V N DEV 91-11 55,000 9/18/91 New 
834TH ABW TV86027V N DEV 91-20 200,000 9/30/91 New 
834TH ABW TV84989V N DEV 91-09 16,000 9/12/91 New 
834TH ABW TV86013V N DEV 91-12 175,000 9/24/91 New 
834TH ABW TV86017V N DEV 91-14 110,000 9/25/91 New 
834TH ABW TV86016V N DEV 91-15 150,000 9/27/91 New 
834TH ABW TV86021V N DEV 91-16 190,000 9/28/91 New 
834TH ABW TV86022V N DEV 91-18 50,000 9/28/91 New 
834TH ABW TV86028V N DEV 91-19 8,512 9/30/91 New 
834TH ABW TV86030V N DEV 91-21 40,000 9/30/91 New 
SA-A LC TV84968V EM205912280001 55,483 8/18/91 New 
SA-ALC TV84968V EM205912280001 5,548 9/12/91 Ongoing 

AMEND 1 
SA-A LC TV84987V EM205912460002 205,000 9/02/91 New 
SA-ALC TV84977V EM20591246001 150,000 9/02/91 New 

Note: All funds expired September 30, 1991 
Acronyms identified on last page of enclosure 
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SlJfoi!ARY OF OPERATIONS ANO MAINTENANCE FUNDS ISSU£0 BY IXlO ACTIVITl£S TO T£NN£SS££ VALL£Y AlfTHORITY UNDER INTERAG£NCY ORDERS IN AUGUST 
AND SEPTE!ilBER 1991 <Continued) 

ACTIVITY 
INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER NUMBER 

DOLLAR 
VALUE 

DATE OF 
ORDER 

NEW OR 
ONGOING 
PROJECTS 

DATE OF TVA'S 
LETTER or INTENT 

AIR FORCE 

SA-A LC TV84987V EM205912460002 
AMEND 1 

TAC TV84969V NS91 0068 AMEND 1 $ 85,000 8/14/91 Ohgoing 

$ 25,000 9/24/91 Ongoing 

TAC TV84969V NS91 0068 AMEND 3 7,416 9/30/91 , Ongoing 
TAC TV84987V NS91-0068 AMEND 2 178,000 9/09/91 Ongoing 
TAC TV86029V NS91-0191 500,000 9/30/91 Ongoing 
SC-ALC TV84964V FD 2040 91 74017 15,000 8/15/91 Ongoing 
SC-ALC TV86035V FD2040-91-74014 500,000 9/30/91 Ongoing 
SC-ALC TV86034V FD2040-91-74016 500,000 9/30/91 Ongoing 
62nd CSG TV84988V NU 91-034 102,300 9/12/91 New 
WR-ALC TV84976V EM-91-08 175 ,000 8/29/91 New 
WR-A LC TV84985V UHHZ917025 385,000 8/29/91 New 
OC-ALC TV86005V FD2030-91-74042 1,382 ,000 9/24/91 New 
OC-ALC TV86026V FD2030-91-74043 645,000 9/30/91 New 
OC-ALC TV86026V FD2030-91-74043 

AMEND 1 
114,000 9/30/91 Ongoing 

HQ MAC TV83679V LEEV91-10 AMEND 1 5,500,000 9/01/91 Ongoing 
HQ MAC TV83679V LEEV 91-10 4,076,739 9/20/91 Ongoing 
AFSC/ASD TV85605V F6PKQ91255001 150,000 9/13/91 New 
HQ TAC TV85608V NS 91 166 150,000 9/19/91 New 
HQ TAC TV85608V NS 91 0182 700,000 9/29/91 New 
HQ TAC TV85608V NS 91 167 150,000 9/19/91 New 
NGB TV85594V 91 30 97 .. _3..._OQO.iOOO 8/29/91 Ongoing . 

TOTAL - AIR FORCE $22,006,998 

Note: All funds expired September 30, 1991 
Acronyms identified on last page of enclosure 
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SUt+4ARY OF OPERATIONS ANO MAINTENANCE FUNDS ISSUED BY DOD ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTERAGENCY ORDERS IN AUGUST 
ANO SEPTEMBER t991 (Continued) 

ACTIVITY 
INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER.NUMBER 

DOLLAR 
VALUE 

DATE or 
ORDER 

NEW OR 
ONGOING 

PROJECTS 
DATE or TVA'S 
LETTER or INTENT 

N 

""' 

MARINE CORPS 

MCAGCC TV86015V M6739991MP0018 $ 85,000 9/26/91 New 
MCAGCC TV83142V M6739991MP0005 

AMEND 2 
92,400 9/13/91 Ongoing 

MCAGCC TV86001V M6739991MP00017 88,000 9/17 /91 New 

TOTAL - MARINE CORPS $ 265,400 

Note: Al I funds expired September 30, 1991 
Acronyms identified on last page of enclosure 
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Slltfo4ARY OF OPERATIONS AND MAINTENANCE FUNDS ISSUED BY DOD ACTIVITIES TO TENNESSEE VALLEY AUTHORITY UNDER INTERAGENCY ORDERS IN AUGUST 
AND SEPTEMBER 1991 (Continued) 

ACTIVITY 
INTERAGENCY 
AGREEMENT 

MIPR/ 
ORDER NUMBER 

DOLLAR 
VALUE 

DATE OF 
ORDER 

NEW OR 
ONGOING 

PROJECTS 
DATE OF TVA'S 
LETTER or INTENT 

OTHER DOD 

DOR&E .!/ TVB3639V DHAM10141 $ 10,000 B/07/91 Ongoing 
ORMS DLA TVB4963V SC4400-1-0099 ~112 B/07/91 New 

TOTAL - OTHER DOD $ 38, 112 

TOTAL FOR ALL SERVICES 
AND OTHER ACTIVITIES $ 95,678,982 

11 The Director, Defense Research and Engineering stated in their response that responsibility of the program 
supported by this order was transferred to the Assistant Secretary of Defense (Command, Control, Communications 
and Intel I igence). 

Note: Al I funds expired September 30, 1991 
Acronyms identified on last page of enclosure 

N 

ltj > 
ll> ltj 

(l'Q ltj 
(!) 

z 
trj 

\0 t::I 
H 

0 >:: 
Hl 

....... > 

....... 
l/1 



The following abbreviations and acronyms are used In this Enclosure. O' 
N 

DEPARTMENT OF THE ARMY 

AIPC/AITT •••••••••••••••••••••• Army Information Processing Center Implementation Transition Team (7th Signal Command) 
AMC SIMA •••••.••••••••••••••••• U.S. Army Materiel Command, Systems Integration and Management Activity 
ASAS •.••••••••••••••••••••••••• U.S. Army Al I Source Analysis System Project Office 
CASCOM •••••••••••••••••••••••••U.S. Army Combined Arms Support Command 
DEH ••••••••••••••••••••••••••••Dlrectorate of Engineering and Housing Environmental Branch-6th Infantry Division 
HO DA (ISMJ ••••••••••••••••••••Department of the Army, Headquarters Services, Washington 

(Management Systems and Support) 
USACRDEC ••••••••••••••••••••••• U.S. Army Chemical Research, Development and Engineering Center 
HO USAREUR/7A ••••••••••••••••••U.S. Army Europe and 7th Army 
Ft. DEVENS •••••••••••••••••••••U.S. Army Ft. Devens 
USAISC •••••••••••••••••••••••••u.s. Army Information Systems Command - MICOM 
USAMPOA ••••••••••••••••••••••••U.S. Army Military Police Operations Agency 
USASOC ••••.••••••••••.••••••••• U.S. Army Special Operations Command 
USATHAMA •••••••••••••••••••••••u.s. Army Toxic and Hazardous Materials Agency 
USEUCOM ••••••••••••••••••••••••Headquarters U.S. European Command 
USFK •••••••••••••••••••••••••••United States Forces Korea 
USA! CORPS •••••••••••••••••••••u.s. Army I Corps and Ft. Lewis Department of the Army, Defense Supply Services 

DEPARTMENT OF THE NAVY 

NAS-CC •••••••••••••••••••••••••Naval Air Station, Corpus Christi 

NAVAIR •••••••••••••••••••••••••Naval Air Systems Command 

NAVSEA •••••••••••••••••••••••••Naval Sea Systems Command 

NESSEC•••••••••••••••••••••••••Naval Electronic Systems Security Engineering Center 

NAVSSES ••••••••••••••••••••••••Naval Ship Systems Engineering Station 
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DEPARTMENT OF THE AIR FORCE 

AFSC/ASD••••••••••••••••••••••• Air Force Systems Command, Aeronautical Systems Division 
HO'-fAC •••••••••••••••••••••••••• Headquarters, Military Airlift Command 
HOTAC .•••••••••••••••••••••••••Headquarters, Tactical Air Command 
HQPACAF •••••••••••••••••••••••• Headquarters, Pacific Air Force, Elmendorf Air Force Base 
OC-ALC ••.••••••••••••••••••••••Oklahoma City Air Logistics Center, Tinker Air Force Base 
SA-ALC ••••••••••••••••••••••••• San Antonio Air logistics Center Kelly Air Force Base 
SC-ALC •••••••••••••••••••••••••Sacramento Air Logistics Center 
USAFPAC •••••••••••••••••••••••• U.S. Air Force Pacific, Hickam Air Force Base 
WR-ALC•••••••••••••••••••••••••WR-ALC Warner Robins Air Logistics Center, Robins Air Force Base 
62nd CSG •••••••••••••••••••••••62nd Combat Support Group, McChord Air Force Base 
92nd CSG •••••••••••••••••••••••92nd Combat Support Group, Fairchild Air Force Base 
834th ABW ••••••••••••••••••••••834th Air Base Wing, Hurlburt Field 
6500th CSW •••••••••••••••••••••6500th Combat Support Wing, Edwards Air Force Base 
TAC ••••••••••••••••••••••••••••Tactical Air Command, Langley Air Force Base 

OTHER ACTIVITIES 

DoD AMEAA ••••••••••••••••••••••Department of Defense, Asset Management Executive Agent 
NGB ••••••••••••••••••••••••••••Departments of the Army and the Air Force, National Guard Bureau, Andrews Air Force Base 
DRMS-DLA •••••••••••••••••••••••Defense Re-uti I ization Marketing Service 
DOR&E ••••••••••••••••••••••••••Off ice of the Director, Defense Research and Engineering 

Naval Warfare and Mobi I ity Division 
MCAGCC ••••••••••••••••••••••••• U.S. Marine Corps Ground Combat Center, Twentynine Palms 

"ti> 
ll> "ti 

(JQ '"d 
(t) tr1 z 
t-' ti 
t-'H 

x 
0 
I-ti ::i> 
t-' 
t-' N 

....... 






29 

CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY 

INlftlCTOR OINIRAL 
• .,,HT•&NY 0' HP&llH 

• 
•M &aMY •&VY talVI 

&au•eTO... V1ae1•1& HHl·llM 

OCT 241991 

llDIQIUDUM IOI COMPTIOLLD, DEPARTMENT OI DUDIH 

IUIJICT• lnter•t•IK'J Ordtr1 at Tenn••••• Y1ll•1 Autboritr 

Ji.A._,
Durlnt the laltlal 1t19e1 of • jolnt audlt vltb th• Off le• 

of th• 1n1pector Ctntr1l, Tenn••••• 9alltr Autborltr Cf'YA), .,.
found that DoD 1ctlYltlt1 11nt flOO •llllon in lnttr191ner 
purchase order• to the f'YA durln9 Stpttabtr lttl. Prtllalnarr 
lndicatlona art thtt •anr of tho•• ordtra .., not have bttn 
proctastd ln accordance vltb th• Ftdtral Acqul11t1on ae9ul1tion 
and tbt Deftn•• Federal A~11ltion ae9ulatioo Suppleaent. 

•revloua and OfttOlnt tudlt1 have revealed problt•• with 
un1utborl1ed DoD pertonntl by~11ln9 DoD contractint offlctr1 
to place lnter19encr acqul1ltlon ordtrt with th• Llbrar1 of 
contr•••• the Dt~rtaent of Ener9y, and other Federal Afenclea. 
•• art conceraed thtt th• 1ur9• of intera9encr order• to the 
TVA could bt another ..nlfe1tation of the need for bot• the 
DoO and other AftnclH to tl9hun Internal controls O'ler lconc;1ey
Act order• to prtvtat thtlr alaut• for clrcuavtntlftf procureaent 
re9ulat1on1. 

Our audit tea• will bt9ln revltvln9 the DoD 1nt1ra9tncy
requtata at tht t'Yl offlce1 In lnoavlllt on October II. Wt aar 
conduct further audit work at th• DoD act&•ltl•• that or1f1nated 
th• order•. •• vlll la•u• quick rt1ctlon report• 1ddr111 n9 anr 
l•proptrlr placed purchaat reque1t1. I• the lnttr1a, wt rtque1t
that you 1uthorl1t th• ,'IYA to 1u1pend contract avarda for JO dar• 
for DoO order• received durlnt Stpteabtr lttl. tht cotnlaant f'Yl 
official 111 

Mr. Jobn G. ltevart 
Ylc• Prtaldtnt, 9alltJ le1ourct1 
Tenn••••• tall•{ Autborltr 
•OO I. S1m11lt I 11 Drive 

1nos•ill1, 111 J7to2-1••• 


Thank JOU for rour cooperation. 

e,{~~
Jn1pector Ctntr~~ ­
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

COM"flOLLlfl OF THl D£'AATMtNT Of DtFlNSl 


WAIMl"GTON. 0C: &OHM ttt 


"" ' 2 l!!'O' 

ar. •· r. W1lll•
freaident, ae1ource1 Group 
Tenn••••• Vall•J Authority•oo w. IU1ait 1 11 Drl•• crr-121-•> 
lnosvllle, Tenn••••• 37902-lttt 

Dear 11r. Willl11 

Thi• letter 1oliclt1 your 1upport to te•porar1ly 1u1pend
further action• by your 1taff that would re1ult ln obl19atln9 
fund• received frOfl th• Depart••nt of Def•n•• on lnt1ra9ency
order• received 4urlnt lepte•ber lttl. 

Thil 1u1pen1ion has been recomaended by the Departaent of 
Def1n1e rn1pector General (DoDIG) to enable that or9anl1atlon to 
deter•in• lf applicable intera91ncy order• were placed ln 
accordance vlth Depart..nt of Defense proc1dure1. 

CordlaUy, 

C,_t\Jd/ 
Sun o?!-.~.~
COflptroller 

APPENDIX B 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

COMl'T"OL.L.I,_ 0' THE Dtl'A.-TMENT Of DU'tNst 

WASHINGTON DC ZOJOl-I 100 

J«lv I .S 1991 

llDIORANDOM POlt ONDD HCUTAAI or DUENH (ACQOIIITIOM)
ASSISTAlft' HCR!TAH or DUENSI (PRODOCTIOM ' 

LOGUTICI)
ASSISTANT llCJtlTARY or '1'U ARMY (rINAHCIAt 

MJIAGEMINT)
ASSISTANT HCUTAJtY or '1'U HAVY (rlHANCIAl. 

MANAGEMENT)
ASSISTAlft' SICJtrrAlY or ,... AIR POJtCI (rINAMCIAL

MANAGEMENT AND COMPTJtOLLD)
DilllCTOJtl or TU DIPENSI AGENCIIS 
DIUCTOR, lfASBINGTOH UADQOARTDS SDVICIS 

SUBJECT• Intora9encr Order• at Tenn••••• Valley Authorltf 

Jteeently, I requetted that actions by th• Tenn••••• Vall•J 
Authority, on Departaent of Defense lntera9ency ordtrt istutd n 
September lt91, be ttaporarllJ suspended C••• attaehatnt 1).
Thit action vat taken in rttponat to a requ...t from tbt 
Departaent of Defense lntpector Central (DoDIG). Th• DoDIG 
aalntaln• that sucb a 1u1penalon 1• required in order to 9ivt 
DoD auditor• 1ufflclent tl•• to dtttraine if applicable DoD 
inter•9tncy orders were issued ln accordance vltb DoD procedures<••• attaehaent 2). In a 1tparatt aemorandua, d•ttd October 25,
1991, (set attachatnt J), th• Cndtr Secretary of Deftnte 
(Aequltition) expre11ed 1lailar concerns to the Stcrttarltt of 
the Military Depart.atnt• and tht Director• of th• Defentt 
A9enelet. 

At tachaenta 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

December J, Jttl 

JI&', ..an O'Keefe 
c-ptroU•r 
AttDI JI&'. ••laOD Toye 
Depart.9ent of Defen•• 
wa1biafton, DC 20J01•1100 

Dear ar. o·s..f•• 
tovr letter of lo•eeber 12, lttl, to w. r. Willie r1q11e1ted that TVA 
u•porarUr eu1pend further ection to obU9ata fund• reeehed from tbe 
Depart.9ent of Defen•• on lntera9en~ ordera. TVA 1• complricg vitb rour 
reque•t and 1• aa111ting tbe DoDIC etaff •• the)' obtaiD iDforaation to 
detersln• lf DCC procedure• ba•e been followed properly. 

In clarification of your reque1t, .,. aade JI&', Carold ltepllen1on of tbe 
DoDIG aware at the ti• of bil •i•it w1tll ue la -October tbat TVA bad 
111uld 21 letter• of intent to contract with 11 cooperator11 for a total 
of s21,221,•10. .. 1nfor99d bia that thele letter• repre•••t contract 
action• which bad been inithted but DOt completed prior to hie arrh1l. 
•• ezplained that 1a each ca•• th• cooper1tor ha• beea tl•ae a work •tart 
dau and an initial 1pendi119 liait. Purther, ba•ed Oii tbeM lettere, 
~illa.ble work ha• been perfor.ed and TYa au1t bonor tbe cooperator•• 
in•oice1. To do thi1, .,_..r, - -It ccmplete the contract1nt pt"oce11 
for each cooperator vllicb will create the MCHIU'J p.a:r-nt procedur11. 

JI&', 1tephen1on indicated be would co1111der the letter• of 1.ntent and 
reepond early to TVA re9ardi119 the coepletion of tho•• contract action• • 
.. ha• 11nce ••rballJ indicated to the TVA JG ltaff that tbe l•tter1 
appeared to represent a TVa. contract obl19ation and that TYa ehould honor 
the cooperator•' 1.n•o1c••· 

Tllil letter, then, h to infora JOU• and bJ copy, Kr. lt•phenaon, that 
oo rriday, Deceaber 6, lttl, !VA intend• to befill compl•tiat contract 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

.: ............ 

,... I 

111 'If •• '"' 

ecu.. ti •U11U ,.... .. t• tM MOUU ltlt..... , .. l1U1n ., ...,... 
fhHI let .. bow " ,.. .......,u...1 cluUlcatiH .. WI ICU• 
... 11 w MJ 111llt tell fltftMr. 

11~1re1r. 

CCt ~. ll&rOH 1. hll 
C.ftll'al Jlu•tu 

171t.. t.e"'°lotJ' a1aoclat11 

1002 CDrOMdo trlft 

111auTSU1, aiuua JHOJ 


... 1i..111 ca111r1r 

UC Jrefu11oul .."lCll Cl'Ollf, J.c. 

iaforuH• IJlt_. H•l•loa 

l•O I. t1•1t1.. ~ 

O.k U'9•• fHllHIH J71)0 

... call .:.r11t1aa 

Ogdta/PC lo"rllMllt IJlt...
'°' lovt~ llllnol1 l•1au1 

oak a1.,., ''""''''' J71JO 

Jlr, Mtbollf a. Cieri, llnctor 
att•• &aUoer llc'CllU..,. 

••••l ftlf t71t.. llltlaHrlat ltaU• 

..,.nae••, ..,.... 
•dHillt It COdl lO>c 
ftlh..l,.U, f1au7lnala UlU•IOIJ 

•· c. r. eo1"9n 
......, ., C.\rletl 
oe1, IM· • fMll'&l 
UH Jetter.- "d• llthw•J lulu 100 
trUllfl•• Y1rtlJlla 21202 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

11r • .... O'befe 
fefe IDec•• r 1, lffl 

... '°N DLO.roai.m 
•a..ai ,.a •r•t... c-aM 

COde IP 04PU 

WaebLDftoe, DC 20J'2•1101 


11r. J, w. ln9le1 

Dep&rt89nt of tbe 9a.y 

•aTal ll~tronic •r•t... ••~ritr ln91.neer~t Center 
COde 041 
JI01 ••bra1lta AY•nve Inf 

wa1hinvtori, DC 20Jl3•1270 


JU. wayne D. llo)'t, Pr••ident 

Attn• IUchael Moorehead 

coa. Jnc. 

101 •ortb Vir9ini1 r....ma• 

Pall• Chvrcb, Vir9ini1 22046 


11r. w. a. Jone1, Pre•ident 

Attn• Johll J. oa1on 

Q.l.D· lr1t... , JDC. 

4646 •orth W1tcbdvck aoad 

Vir9ini1 teacb, Yir9inia 23455 


c-ander 
a.a. Anl)' Special Operation• Cclllaand 

Attn• Darrell W. Kata, CO~ 01 DCIOPS 

rort tra99, •orth C&rolina 21J07•1200 


llr, till La1"9eD 
v.1. An1f Infor98t1on •r•t... CoaDand•KICOM 
Att1u AIQllC•MIC•IM•U 
a.detone Areenal, Ala.baa& Jllll•7J40 

JU. Johnn1• Lawton 

Attn1 Mr f, Deli91111 

a.erican JCana9...nt •ret... , Inc. 

1177 llOrth aant ltraat 

Arlinvtoe, Virtiaia 22209 


11r. Dou9la1 l.iliftf, Pn1idant 

a..tach SerTic•• 

102 Kain ltr"t 

•ewport •-•• Virti.nia 23601 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

lir..........,.
..... 
lu.. • J, IHl 

... ...,_ UN&e 

Yl• rr..1..., et CIN\reeu 

tdean a,,llHU... Jnwuu...1 cie..,....u •• 
a.rlcu tpt.. laf1...,.iaf Col'JIOl'IU• 
JIH hudlu &.... f ,O. loa IHI 
Yll'flal.a ...ell, YLrflaM H•H 

•· tlc• ..... 
IHdCZ\l&nln, Dep&rtMllt et \M A.Lr ferte 

11.nroeic• l7•t- HY111.. 

AU.al CIP'· Co&ral I • ..r11-1c1 

11a•~ &II, Ka111ch111ett1 01,Jl•IOOO 


.,, a. lrvcia ~.. 

1n ltMr aa
,.,.rue•t at \lie &rwJ 
t.I • ....., L&borat017 ComlM 
l\IMA bf1-r18f &.Uorat•ry 
AMrdffa ''"lat crouad, Xlryhu uoos-1001 

&.tc te1111l1 a. •CC111fll, t.I. Al'W)' 
rrod11ct Kuat•", Cl-all 

l111Uf ltltH louU11H c-&M 

IOOT1IOCIM •11h1ftft• flalf Office 

JUI lollO ladl lv1ta Jot 

&rUllfl•• Y1rt11111 JJJOJ 


11r. It.an ftlllU,. 

1c11..c1 Alfllc1tlon1 Jat1rn1tlon1l Co1J10r•tl.. 

JOl 1.aboratory lo" r.o. loa H01 

O.l l1'91, ten1111- J7Ul 

........ l.lMll..... 

a.1l•t..t t'Sc• c::t..nce11or 

OfflCI If letell'cl .... Dt•llOJ91Dt 

ftl DahHl"f •f flMIH" 

tOt l"'7 Wt T..w 

..."Ule, hue1... J7Hl-0HO 


•· &.11ue a..... 
..iu a.uuc• ee,,....u. 

4•00 11~ 10 119' ••lte Ill 

11ce•Ul1, nor1• 1217' 


.... Carol• IUp!llDloe 

toDJG-al 

•OO Alw)' 111.,- Drh1 •- IOO 

Arl111ftOll, Y1r9lat1 llJOJ•Jll• 


APPENDIX B 
Page 7 of 12 



36 

CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

11r..... o•a.fa..... 
-.C1at ., J, lttl 

11r. ll&rk T...... 

SllfLDMl'lat Ylll...., be. 

CIO.rpol'ate Cnt.,. Cllle, ..lte JlO

'''° CDrpol'aU• Lue 
Y11'91ala ...ell, Ylrflala 2JH2 

11r. n-a c. Tata 
l•••l Under••• Warf.,.. 1Dg1aaar1ftt ltatloe 
aaaea.rcb ProjaC"t• lrancb cede 'Oil 
a.yport, Waeblaf'tOD lll•l•IOOO 

Chief, aaaource Kana,...nt, •tb fOO(A) 

II, I, Amy lpecial OparatiOM C-.nd 

AttDI AORC:•fOO-c:I (..j. Xike TIMmae) 

Port Iran, lortb Caroli.Da 21J07·1240 


11r. PraalllLa •· Tl•rl'a 

Clli•f Pinancial Officer 

Atta1 11r. aiaball l. ltuhl.8uller

••Y •r•t..., Jae. 
2000 K ltraet illf luite 110 
•uhinftOD, DC 200H•JJ07 

Kr. Al .on dar l•ch, Pra•idant 
Tann•••.. center for lle•••rcb &nd De••lopment 
Attn1 Kr. 3arrf Cbrietian 
11020 aolvay lcllool load luita lOJ 
&norrille, Tann.a•.. l7tll 

Kr. bbart I. WilklHon 
arc, ou. con 

Department of the &nly 

All lourca Analy•i• lyet.. Prcject Office 

1100 Planning l••••rcb Drl.. 

Kci.aan, Ylr9ini• 22102-lott 


Ila. lay I. Witt 

COlonal, 111.1. &nly 

Deputy Chief of ltaff for 


Jnfo,...tioo llalla9...nt 
laadq\larter1, v.1. &nly lpecial Operation• c-&ad 
Port aran. llortll c:uou.aa 21>07·1200 

..,,., Cbarfl 1a1.. 
laaclquartere, Department of the A.ftl)' 
Office of the Direetor of Jn•tallation 11&Aa9...nt 
OSA, llOSVCJ•W (JDKH•WI '- )CUl, hnta90D 
•••hinvton, DC 20ll0-1102 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AOTBORITY (Cont'd) 

Dec1111ber 6, 1991 

Mr...I.II O'ltHfe 
c:c.ptroller 
ATTlll Mr. •el SOD Toye 
Department of Defenee 
•••hi.nqton, DC 20301-1100 

Our letter of Dec9111ber 3, 1991, informed you that on rridey, December 6, 
1991, TVA beqan completing contract action• to obligate fund• up to th• 
amowit• etated ill outetanding TVA letter• of lntent to contract for DOD 
project• in TVA'• Technoloczy lrokerin~ Program. Thi• letter i• to 
further lnfona you that on Monday, December 9, 1991, TVA will r••vme the 
nece••ary contracting action• to obligate the additional DOD fund• 
recei't'ed under tbe pr09r&11 in P'Y 91. 

Our reason• for r••llllift9 technoloczy brokering contract action• are th• 
foll-ing1 

o 	 An executed Military Interdepart.llental Purcha.. Jtequeet (MIPR) 
froe a DOD agency to TVA indicate• that the DOD proc••• for th• 
interegency tran•f•r of fund• ha• been completed. The intera;ency 
agr....nt executed between TVA and eacb agency participating ill 
the Technology lrokerin; Pro;raa, to which the llIPb become 
•ubagr....nte, require• the funding agency to follow it• 
procedure• for Scono.y A.et deteraination• and lnteragency fund• 
tran•f•r•. TVA ha• in 9ood faith and a• a ..tter of contract 
properly relied upon the funding agenci•• in thi• regard. 

o 	 TVA ha• accepted all DOD fund• in th• Technology lrokerin9 
Pro;ru in •upport of •pecific cooperatin r•Harch and 
development project• a• deecribed in •tat...nt• of "WOrk which 
accompanied th• MIPb. The DOD •pon•or a;enci•• of th••• 
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CORRESPONDENCE OH SUSPENSION OF CONTRACTING ACTIVITY 
BY TBE TENNESSEE VALLEY AOTBORITY (Cont 1d) 

Kr. Sean O'leefe 
Pa9• 2 
December 6, 1991 

projeet1 are dependift9 on TVA to accompli1b the project•, lllllY 
of which are ai11ion critical and au1t proceed, or the ipOn•or 
199nci•1 will sv.ffer the con1equence1. 

o 	 Upon their arrbal at TVA on Octobltr 29, the DoDtG 1taff nrbally 
reque1ted TVA YOluntarily to bold up for 30 dayl on further 
obligation• of DOD funda to allov ti.me for tbea to nrify that 
proper DOC procedure had been followed. rourtHn day1 later, your 
letter of llovember 12, 1991, confir-..d the requeat for a Toluntary 
contract 1U1pen1ion on fund• received during September 1991. We 
honored tbia reque1t, and we bave worked diligently 1ince then 
vitb repr11entativea of DoDtG to a11i1t th.. in their ongoing 
audit. on December 9, 1991, 40 day• will have pa11ed 1inc• the 
initial DoDIG reque1t to TVA for a voluntary contracting 
1Uapen1ion. 

o 	 con1i1tent with the TVA Act of 1933, TVA'• purpose llftder the 
Technology lrokering Pro;raa i• regional economic development 
tbrou9b aatching the technological capabiliti•• of in1titutiona 
and fir.a in the Tenn••••• Valley region with the a5D 
need• and available funding of other Pederal a;encie1, 
adllini1tering th• re1ulting project• through interagency and 
coop1rativ1 agreementa, and then promoting the tran1fer of the 
~ re1ult1 for cc:immercialisation by Valley fir.a. 

o 	 lconoaic activity in the Valley region ii nov being adver..ly 
affected by the contracting 1u1pen1ion reque1ted by DOD. Valley 
compani•• ar1 having to 1top work on previou1ly funded ongoing 
project•, lay off 111ployee1, and po11i.bly cloae office1, all at a 
ti.8e of general economic downturn. Further bu1inaa1 development 
by tbH• companiH i• aleo jeopardised due to the uncertainty 
that the 1111pen1ion ha• introduced into the Technology lrokerin9 
trogr... 

o 	 Sine• tbe inception of th• Technology lrokering Pro;raa, TVA baa 
-de certain that the pro;raa wa1 aoundly baaed, conaiatent vitb 
appropriate legal and adainistratin requir...nta, and tb&t 
participating agenci•• and-cooperator1 underatood what vaa 
~ed of th..... believe th• tr-ndou• vrovth in the 
progr.. in riacal rear 1991 atte1t1 the validity and 
appropriatene11 of the pro;raa. 

o 	 TV& r9mlin1 coaaitted to th• Technology lrokering Pro;r.. but we 
au1t re1um1 activity to prevent 1eriou1 adver.. iapaet to the 
progr..•1 operation. Of courae, we will continue to Sllpport your 
laquiry to clear up and correct any deficienci•• in tbe proce11. 
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CORRESPONDENCE ON SUSPENSION OP' CONTRACTING ACTIVITY 
BY TSE TENNESSEE VALLEY AD'l'BORITY (Cont'd) 

11r...u o•i..te 
Pa99 l 
December 6, 1991 

I)' copie• of thi• letter, Kr. Garold ltephen•on of tbe DoDIG •• well a• 
tbe cooperator• and fundin; a;encie• vho•e project• ha•• been affected by 
tbe DOO •u•pen•ion, are hereby Lnfor.ed of TVA'• re•uaption of Tecbnolo;y 
lrokerinv contractin; action• tie;innLn; December 9, 1991. 

Sincerely, 

CCI 	 Kr. Floyd &. A•bdown, COlonel, OSAr 
ASST DIR, lllG ' SVS DCS LOG ' DG 
Beadquart•r•, Kilitary Airlift COllD&nd, 

0.1. Air rorce 

Attn1 Kr. (;a.ry Dewerff/Ll:I 

Scott APB, IllLnoi• 62225-5000 


LTC J. L. Beamon, Jr. 

Bead, In•tallation• Divi•ion 

O.S. Karine COrp• Air Gro~nd Combat C.nter 
Attn: Kr. Sd;ar A. Poe 
Twentynine Pala•, C&lifornia 92278-5000 

Kr. Terry a. Beane 

Vice Pr••ident 

lrown Intern&tional corporation 

2103-A We•t rerry Way 

Bunt•ville, Alabama 35801 


Dr. Barold 1. lui• 

General Mana;er 

ly•t.. T•chnolo;y A••ociate• 

1002 coronado Drive 

Bunt•ville, Alabama 35802 


blph L. lurJthart 

Lieutenant Colonel, Infantry 

ADSS Project Officer, 


CIMC'e Initiative Group 
Beadquart•r•, Onited Stat•• rorce•, lorea 
APO Ian rranc:i•co 96301-0010 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

COMl'TltOLLIElt OF THE DEPARTMENT M DU'ENIE 

• 

WASHINGTON, DC IOHl-llH. 


DEC 1? 1991 

11.r. •· r. w11111
Pre1ldeat, Je1ource1 Group
T1nne11ee Vall•J AutboritJ
•oo •· 1umait lill Dri•• crr-121-1)
Knoxville, fenn••••• J7902·l•tt 

Dear ar. Willi•• 

'S'hant 7ou for four letter of December a, lttl, lnforain9 ae 
of 7our intent to r••um• contracting action1 nece11ar1 to 
obll9ate tb• additional o.rrtaent of Defen11 fund1 r•c•i•ec! 
under tb• pr09r.. in flaca 7ear 1991. 

'l'h• Inspector General, Departaent of Def1n11 lnforas •• that 
those contracting 1ction1 liated in the enclo1ure have not been 
properly 1uthori1ed within DoD. Therefore, I aak that tbe 
Tenneaaee Valley Authority refrain froe further contract acti•ity 
on th••• action• until additional 9uidance la provided by thi• 
office. 


Cordially, 


lncloaure 
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UNDER SECRETARY OF DEFENSE FOR ACQUISITION MEMORANDUM 
ON INTERAGENCY ACQUISITIONS 

THE UHOU Sl:CltUAltY OI Otrl:NSI 
WASHINGTON, OC Hitt 

U OCT 191 

~FOR	SICRETAAJU er THI MJLJTMY D£PAAna:MTS 
AT'J'Dft'JON: SEMCI ACQUISlTJaf EXECUTIVES 
Dl~ at THI Dtf'tNS& AGl:NCIU 

Th• Departnent of O.fense Inspector General (DoDJG) recently 
initiated another audit of eontractint thr0U9b inter19ency 
a9reuent1. Ia thi• instance, th• O.putMnt' 1 UH of 1ucb 
19reeJDent• to obtain contrac~int 1upport frc. the Tenn••••• Valley 
Authority (TVA), under their Technol09Y lrobr1n9 Prcqraa, ii beil'ICJ 
ecnatinhed. ftl• audit ii to d•t•naine whether DoO'• uH of !VA'• 
procJr• h appropriate, justified, and approved (u prucribed by the 
federal Acqui•ition ~la~lon and O.tense Federal Acqui•ition 
bplation suppluent). Th• audit vUl aho detenaine whether or not 
tM proeeduru 	used were adequate to protect the DoO' 1 foteruta; 
vbeth•r internal control• over th••• procvre1111nt1 were adequate1 &nc1 
vh•ther the l>epart.Mnt' • yHr-.nd 1pendi119 poUc:iH vere violated. 

~ardlu• of the outccne of thh audit, I thinlt St neceuary to 
reinforce our poUciu re;ardint •contract offloedillCJ. • In a Hay 10, 
UtO, MIDQn.ndua, the Principll Deputy Auhtant Secretary of Defen1e 
(Production and ki9htic1), cited two •1Ailar DoOIG auditl which 
found probleas 	ill tbe UH of the oftloadinq ~echnique. la your 
re1pon1u to th• DoOIG on thoH audit• (lllvolv111CJ the Library of 
COn(Jl'eH and th• DepartMnt of Ener;y), )'OU a9r..d to punue 
corrective action• to atniAh• th• rhlt of order• for lntera;eney 
acqui1ition1 beil'ICJ pla~d by unauthorl&ed DoD p11>9r.. official•. 
flHH en1ure that you have CQl!flleted tbofe corrocUve action• and 
verify that you have Htablhhed •ffectlve•procedvrH to control the 
inappropriate UH of intera9ency contractinv tupport. 

larlY input frca tbe DoOJG indicate• that w aa.r •tUl have a 
problea. I want to ensure that .,. are not ia wiolatioe of the 
r99'1l•tlon• 9QV91'1lift9 t~• u•• of lnter19ency 19reen.eot1; that .,. are 
not paylft9 other •9•nciH to execute contracU09 function• that ve 
ahould be perforail'ICJ oundvu: and that we are not u•lft9 '194, or 111y 
other a;ency, to circumvent our own year-.nd •pendiftf poUciu. 

Tb• attached 111ti119 of •fundinq 19encie1• v11 provided bf the 
fVA Inspector General'• office. We are prov1d1n9 it for your u1e in 
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UNDER SECRETARY OF DEFENSE FOR ACQUISITION MEMORANDUM 
ON INTERAGENCY ACQUISITIONS (Cont'd) 

reviewir19 your participation in the transfer of 0o0 funds and 
contracting responsibilities to the TVA. 

I trust you will talte a99ressive action to: <U ensure that 
pr09ra11 officials are trained in the appropriate use of intera9encv 
contractit\9 a~reements; (2) remind pr~r&11 officials that the 
contracting officer -.ist approve the use of such intera9ency 
agreements; and 13) establish internal controls to assure compliance 
with established policies and procedures. 

Attachment 

cc: 
Director, Defense Research and Engineering 
Conptroller 
Inspector General 
Director, Administration and Management 

APPENDIX C 
Page 2 of 2 



43 

ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY 

I) DI. lltUOOZ HC ~I ,, ,, UUUU 

lllU WASll tc //UU·,,11 

AISfA' 


AU HSH 


AIC HlllJ 


AIC '11101 


INrO• HIJA WASH •c //SAR»·Zlt/SARJ-ZC/SARJ•ZC/SAlt-ZS/SAIJ-ZT/
SAIJ•P(/Srat-ZK// 

PASS TO ALL UGAL ttrI(U, COftPTROLL[ltS/ltCSOUltCC rlUAGUS ANt 

,JNANCC AN) ACCOUNTING ornccs 

UNCLAS 

SUIJtCT 1 CONTUCT O,,LOOING TO TCNNCSSCC YALL(Y AUTHORITY <TVA> 

A· sru-KP ncnououn UTU JANUARY lll. l't'tl. SIUU IY 

HONOIUIL[ STCPHU I· CONVU. AU<OAJ. SUt.ICCTI CONTUCT orrLOOING. 

• • AUUT or ,., PIOCURCntNTS THROUGH THC T[NNCSStt VALL CY AUTHORITY 

cTYA> TCCHNOLOGY llOKCIING PltOGUn, JOJIG PltO.ltCT NO. ICH·SOQJ, 

OCTOIU l,,l• 

l· INITIAL aro1tnATIOfll CCNCUTU uou acruucc • UVULS CONTINU­

ING JftPROPU orrLOOING PIUCTICts ANt POSSIILC SUIOUS VIOLATIONS IY 

ARRY ACTIVITICS· Tt IICLUtC HOA AN) PtOS/Pnos. THU[ PUCTICU 

ftUST <USC lftftUUTtLYI 

(Oft[IACI COPY SAIJ·PP 

olOHN •. (ONKLII• '"·U• UltJ·PP 
X707ZJ 

~"''"''' UNCLASSirIU 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

UNCLASSlf Itt 

uuuu01 D~ 

1. PtNtlNG REVISION or tOt/ARftY REGULATIONS. ALL ftlPRS TO NON·,O, 

A'tNCICS• ANt RtLATtt INTtRAGENCY AGREEfttNTS. SHALL It APPROVEt 

IN WRITIN' IV AN ARnY CONTRACTING OffIC£R, WHO SHALL CITE THC 

AUTHORITY ustt. ANt SHALL It RtVItVt) IV LEGAL COUNSEL· I, THC 

tCONO"Y ACT <Jl u.s.c. lSJS> IS THC AUTHORITY roR THE ACTION. AN 

ARnv CONTRACTING OffICER SHALL ftAK( THE ttTtRnINATION REIUIRE) BY 

fAR/trARS 17.$02· CtRTifY TO sane ON THE ,, roRn ~~· (ftlPR>. ANt 

ENSURE THAT THE PROPOStt nIPR IS RtYI£Wtt AN) ANNOTATE» IV LEGAL 

COUNSEL· nIPRS ARC NOT AUTHORIZtt 'OR DISPATCH UNLESS ANt UNTIL 

APPROVE) AS REQUIRE) HEREIN· OfflCIALS CtRTlfYING TO THC AVAIL· 

ABILITY or fUNtS TO BE TRANSf£RR£t TO NON-tot AGENCY IV A nIPR 

([., •• PCO/Pft RESOURCE ftANAGERS> SHALL BE RESPONSIBLE roR ENSURING 

conPLIANCt WITH THIS R£QUIRt"ENT 0 HQ)A <SArn ANt SAR)A) WILL 

SPONSOR CHANGE TO tot rINANCE SERIES REGULATIONS ANt ANY t£L£GATIONS 

or COftPTROLLER AUTHORITY. AS APPROPRIATE. TO CITE THIS RESPONSIBILITY. 

J. IN THIS REGARt. I WOULD LIKE A )[TAIL£» REPORT rRon ANY PROGRA"/ 

PROJECT nANAG£R, REQUIRING ACTIVITY MANAGER, COftftANttR. STAff OR 

ACTIVITY tIRECTOR WHOSE ORGANIZATION HAS SENT VORK/,UN)S TO TVA IN 

rv~o OR ,Y~l· THE REPORT SHALL PROYI)E INfORftATION ON• 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION} MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

UllCL&SS1'ltt 

uuuuIJ ... 

a, TM( UTUlt tr Tiit llOH U HUVtlUILU IUUCITtt\ 

1• '"' ut &11•u•T '' ruos uvnvu' 
(. UTIOUL[ ru S[L[(Tltl Of TV& Al TN[ StUICC tr SU''°''' 

). VHCTHCI ...., u ((OllOnY &CT ttTUllIIUTIU CSU ru SUl,UT 

)7.J> US ,_.,,ULY UCCUTU AIU '"UYU IT A CUTUCTill' O"ICU AS 

«CIUI•O IT UfCJIS( fUCUL ACfUISITJOll ltlGULATIU SU,,LtntNT UfAAS > 

1u.101' 


[. THC AllOUWT ., 1uru Olt 'LACtnUT rte IS) ,. u ft TVAI 


r. VHCTHCI &IT JWfCIU"lf('I' A"'t[nUT llUH TV&. U TN[ fltUSfCI 

., THC ll[IUillCllUT ITSCLf ft TV&• WAS A,'IUVU IT THC ltUUUTIN' 

ACTIYJTY'S LC,AL CtUllSCL Ut THC ASSJGllU COllU&CTill' O"ICt AS 

HIUUU IY lttfCRUCl a. •t,UTS SHAU It 'ltOVUtl IY TN[ flOST 

cx,UJTIOUS "(US UULAILC CC·C·. "SC/fU) ft SfU·O •• LATU 

THAN JANUAl'I' J.D• l,,,, 

• • AS '"' unv•s A'OCY M[O , .. ACIUJSITltll llATT(U. AU TH( UllY 

A<IUJSJTJOll cxccunn. I All ULTinAT[LY ltU,OIUIILl , .. '"' 

•A(fUISITIOlll. ,.ACTICU ., ALL unv &(TJVITUs. UIUUTHOIUU Allt 

ILL-(ONSUUO •"LUUllC ., '""y A(fUISlTIOll •uu1•c11UTS TO OTHU 

&CCMCIU. "U:CUUILY ft ACCNCJCS NOT SUIJ(CT U THC HHllAL 

A(IUJSITIU IHULATI..... TH[ con1tCTITJ011 Ill c..TUCTill' ACT CCJC&> 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

UNCLASSirICt 

uuuu 

CTHUS CIRCUnVENTING THE conPETITION REQUIREntNTS 0, CICA>, ARE 

ACTIONS CLEARLY CONTRARY TO POLICY AN) REGULATION· THEY COST THE 

ARftY ftILLIONS or IOLLAIS IN recs roR PtRroRnANCE or A ruNCTION 

<CONTRACTING> THAT WE ALl£A)Y PAY A HI,HLY TRAIN£), PROrtSSIONAL 

STArr TO PtRro1n PROPERLY· IN A))ITION. BECAUSE TVA ROUTINELY 

RCQUCSTS AIVANCE "PAY"tNT" (ACTUAL TRANSrt1 or ruNIS> IN A)VANCt 

or CONTRACT 1£QUIRtntNTS. THE TREASURY CANNOT AVOI) INTEREST 

PAYntNTS ON THOSE IOIROWt) ruNtS PRIOR TO tISBUIStntNT. WHICH IT 

WOUL) Ir THC rUNIS REftAINC) WITHIN )0). UNLIKE ftANY rttCRALLY 

rUN)[) RESEARCH AN) )£VtL0PftCNT CtNTtR <rrRIC> ARRAN,tntNTS. THtlt 

IS NO RESTRICTION ON IIRtCT ARnY CONTRACTING WITH TVA'S CONTRACTORS• 

Ir JUSTirIAILt· YET NO APPARENT ATTtnPT WAS ftA)[ TO CONTRACT 

)lRtCTLY WITH THtSt conntRCIAL rIRnS THROUGH ASSIGN[) CONTRACTING 

SUPPORT orfICtS· 

5, TRANSrCRS or EXPIRING ruNIS IN THC ~TH QUARTER or THE rISCAL 

YCAI WITH THt PRINCIPAL PURPOSE Of ACHIEVING TECHNICAL OBLIGATION 

ANI "IISBURStntNT" Of THOSE fUNIS UN)tl 'UIS£ Of THE tCONOnY ACT, 

AN) ABSENT APPROVALS REQUIRE) BY )0) AN) ARftY RE,ULATIONS. IS A 

CLEAi VIOLATION· IN SOME CASES EXPIRING oan rUN)S WCIE TIANSrERR[) 

fOR use fOR ltQUIREMCNTS TO BE ORICRC) AN) P£RfOIM[) IN THE NEXT 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

uuuu 

rJSCAL Y£AI• ti rot CA,JTAL £1,tNJITUltS· IT ALSt '''tAIS THAT 

11surr1c1£•T ltlUlltntlTS STATCfttNTS .,., PIOVIJ£) Tt ™' TVA· 

IJTHOUT A CLEAi STAT(ft(IT tr ICfUlltfttNTS AN) ICIUl1£t t£LIVtlAIL£S, 

JNCLUJll' ltPOITS ANt ''PIOPIIATt COST ANt PCl,OlftANCC 1£POITING, 

THtl[ CAI It NO TIAC«AIILITY raon THC YALUC ., VOi« ICfUlltt ANt 

IECEIYC) TO THC )O\.LAIS CIP[N)[J. IN AttITION. ILLEGAL PCISONAL 

StlYICCS AllAN,tnCITS ftAY HAY[ ICSULTC). 

•· THC LCGlTlftATC CHECKS AN) IALANCCS or THC ttrtNS[/AlftY PIOCUICnCNT 

'IOClSS StlYt A PUIPOSC ICYON) 11USTIAT1N' THOSC ICfUllOIS WHO WANT 

[YtlYTHING "YtSTCltAY·· IUT WHO •cruse TO PLAN. 01 TO ,.,,,., 

•coNTIACT-Allt" l[IUllCftCNTS STATCntNTS. IT IS THC ruNCTION ., OUI 

Hl,HLY ICGULATt) CONTRACTING PIOCCSS TO PIOTCCT THC lNTCRCSTS Of IOTH 

THt AlftY AN) THC TAIPAYCIS lN THC PUILlC TRUST VHlLC ACIUlllNG OUI 

YALI) ftlSSION NCCtS AS [11tCTlYCLY AS POSSIILC ANt AT THC ltST YALU[ 

fOI THC 'OY[INnCNT• 

7. tYCIY AlftY connANttR. tIICCTOI ANt ftANA,[I IS ACCOUNTAILC 

fOI THCJI ACfUISITlON ACTIONS· VC CANNOT A1rOAt TO WORRY fttRCLY 

AIOUT SPCN)IN' COILJ,ATING> ou• SCAICC fUNtS' ., ftUST ACCEPT 

ICSPONSlllLlTY rol YALltATlNG OUR NCCJS, HOW ftUCM JS SPCNT, AN) THC 

YALU[ ICCCIYC)• VC WILL NOT IGNOIC THC LAW AN) ICGULATIONS 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION} MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

UNCLASSI,Itl 

uuuu 

'OR sonc PCRCCJY[) SHOIT Tt•n GAIN. I' Mt )0 NOT nAJNTAJN HIGH 

STANJARDS JN EXECUTING OUR 'IDUCIARY RCSPONSIIILITJCS. Mt SHALL NOT 

IC ENTRUSTED ~ITH THOSE RCSPONSIBILJTICS AND AUTHORITY JN THC 

'UTURt. JN THC PAST I ASK[) 'OR YOUR COOPERATION IN PUTTING A STOP 

TO THESE PRACTICES. NO~ I nusT )["AN) JT. 

I· THE POC 'OR THIS "CSSAGE IS "R· JOHN R. CONKLIN, SARD·PP. AT 

DSN ZZ7-072J, co""'L 70J/.,7-072J. THE POC ,OR REPORTING RtQUIRC­

nENTS IS "R. RAY KELLY· S'RD-KP. »SN 21,·?S•J, co""'L 70J/75~·7S•J· 

,, SIGNED• STEPHEN K· CONVER, ASSISTANT SECRETARY or THC AR"Y 

<RESEARCH. DCVCLOP"CNT AND ACQUISITION>, AR"Y ACQUISITION EXECUTIVE· 
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ACTIVITIES VISITED OR CONTACTED 

Office of the Secretary of Defense 

Under Secretary of Defense of Acquisition, Washington, DC 
Deputy Director, Defense Research and Engineering (Tactical 

Warfare Programs), Washington, DC 
Director of Defense Procurement, Washington, DC 
Assistant Secretary of Defense (Command, Control, 

Communications, and Intelligence), Washington, DC 
Comptroller of the Department of Defense, Washington, DC 

Department of the Army 

Deputy Assistant Secretary of the Army (Procurement), 
Washington, DC 

U.S. Army Special Operations Command, Fort Bragg, NC 
U.S. 	Army Office of the Program Executive Officer, Aviation, 

St. Louis, MO 
U.S. 	Army Information Systems Engineering Command, Fort 

Huachuca, Arizona 
U.S. 	Army Test, Measurement, and Diagnostic Equipment 

Activity, Redstone Arsenal, AL 
U.S. Army Missile Command, Redstone Arsenal, AL 
U.S. Army All Source Analysis System Project Office, McLean, VA 
U.S. Eighth Army, Seoul, Korea 
Office 	of the DoD Executive Agent for Asset Management, 

St. Louis, MO 
U.S. Army Information Processing Center, Fort Belvoir, VA 
U.S. Army Laboratory Command, Adelphi, MD 
U.S. 	Army Military Command systems Integration and Management 

Activity, St. Louis, MO 
U.S. 	Army Human Engineering Laboratory, Aberdeen Proving 

Ground, MD 
v.s. 	Army Office of the Program Executive Officer, Standard 

Army Management Information Systems, Fort Belvoir, VA 
U.S. Army Engineer Division, Huntsville, AL 
U.S. Army Armament, Munitions and Chemical Command, 

Rock Island, IL 
Headquarters, U.S. Army, 6th Infantry Division (Light) and 

U.S. Army Garrison, Alaska, Fort Wainwright, AK 
U.S. Army, Europe, and Seventh Army, Heidelberg, Germany 
U.S. 	Army Toxic and Hazardous Materials Agency, Aberdeen Proving 

Ground, MD 
U.S. Army Strategic Defense Command, Huntsville, AL 
Vicksburg District, U.S. Army Corps of Engineers, Vicksburg, MS 
Little Rock District, Corps of Engineers, Little Rock, AR 
Program Manager for Rocky Mountain Arsenal, Commerce City, co 
Headquarters, Fort Devens, Fort Devens, MA 
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ACTIVITIES VISITED OR CONTACTED (Cont'd) 

Department of the Army (Cont'd) 

Lexington-Blue Grass Army Depot, Lexington, KY 
I Corps and Fort Lewis, Fort Lewis, WA 
U.S. 	Army Chemical Research, Development and Engineering Center, 

Aberdeen Proving Ground, MD 

Department of the Navy 

Director, Procurement Policy, Office of the Assistant Secretary of 
the Navy (Research, Development and Acquisition) , Arlington, VA 

Naval Ship Systems Engineering Station, Philadelphia, PA 
Naval Aviation Depot, Naval Air Station, Pensacola, FL 
Space and Naval warfare Command, Arlington, VA 
Naval Electronic Systems Security Engineering Center, Washington, DC 
Naval Coastal Systems Center, Panama City, FL 
Long Beach Naval Shipyard, Long Beach, CA 
Navy Pacific Missile Test Center, Point Mugu, CA 
Naval Sea Systems Command, Washington, DC 
Naval Civil Engineering Laboratory, Port Hueneme, CA 
Headquarters, Military Sealift Command, Washington, DC 
David Taylor Research Center, Annapolis, MD 
Navy Submarine Maintenance Engineering, Planning and Procurement 

Activity, Portsmouth, NH 
Naval Air Systems Command, Arlington, VA 
Naval Undersea Warfare Engineering Station, Keyport, WA 
Naval Air Station, Corpus Christi, TX 
Marine Corps Air Ground Combat Center, Twentynine Palms, CA 

Department of the Air Force 

Acquisition Management Policy Division, Office of the Assistant 
Secretary of the Air Force, (Acquisition), Washington, DC 

Wright Laboratory, Eglin Air Force Base, FL 
Aeronautical Systems Division, Wright-Patterson Air Force Base, OH 
Tactical Air Command, Langley Air Force Base, VA 
National Guard Bureau, Andrews Air Force Base, DC 
Electronic Systems Division, Hanscom Air Force Base, MA 
Military Airlift Command, Scott Air Force Base, IL 
Air Force Flight Test Center, Edwards Air Force Base, CA 
Pacific Air Forces, Hickam Air Force Base, HI 
Warner Robins Air Logistics Center, Robins Air Force Base, GA 
Headquarters, 92D Support Group, Fairchild Air Force Base, WA 
Headquarters, 62D Combat Support Group, McChord Air Force Base, WA 
Oklahoma City Air Logistics Center, Tinker Air Force Base, OK 
Sacramento Air Logistics Center, McClellan Air Force Base, CA 
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ACTIVITIES VISITED OR CONTACTED (Cont'd) 

Department of the Air Force (Cont'd) 

Headquarters 834th Air Base Wing, Hurlburt Field, FL 
San Antonio Air Logistics Center, Kelly Air Force Base, TX 
Air Force Center for Environmental Excellence, Brooks 

Air Force Base, TX 

OTHER 

Headquarters, Tennessee Valley Authority, Knoville, TN 
Headquarters, Defense Logistics Agency, Cameron Station, 

Alexandria, VA 
U.S. Southern Command, Quarry Heights, Republic of Panama 
U.S. European Command, Stuttgart-Vaihingen, Germany 
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PROJECTED SAVINGS FROM CANCELING ORDERS WITH TVA 


Action Projected savings 
(in millions) 

Funds on orders withdrawn from TVA 	 $ 5.911 

Recoupment of TVA brokerage fee 
if remaining orders in Appendix A 
are canceled 

Value of remaining interagency 
orders in Appendix A, less the 
TVA brokerage fee on the orders 84.2 

Total 	 $97.4 

11 The following activities withdrew orders totaling $5,891,000 
from the TVA as a result of our audit. 

AMOUNT DEOBLIGATED 

Military Sealift Command ...................... . $1,000,000 

U.S. Army Special Operations Command .......... . 200,000 
Pacific Missile Test Center ................... . 497,000 
Naval Electronics Systems Security 

Engineering Center ....................... . 500,000 

U.S. Army Human Engineering Lab ............... . 99,000 

U.S. Forces Korea ............................. . 1,000,000 

Air 	 Force Sys~e~s.command, Aeronautical 

Systems Division ......................... . 150,000 
u . s . Army , Europe . . . . . . . . . . . . . . . . . . . . . . . . . .... . 140,000 
U.S. 	Army All Source Analysis System 

Project Office ..•••....••................. 2,200,000 
U.S. 	Army Laboratory Command, 

Harry Diamond Laboratories ............... . 105,000 

The amount includes $1.7 million of interagency orders issued 
prior to August 1991. 

21 This amount represents the brokerage fee on orders with a 
total of $91.5 million that were issued during August and 
September 1991 and had not been withdrawn as of January 15, 1992. 
The amount of the brokerage fee on each order ranged from 5 to 10 
percent, and averaged about 8 percent of the total amount of the 
orders. 
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POTENTIAL BENEFITS RESULTING FROM AUDIT 


Recommendation 
Reference Description of Benefit 

Amount and/or 
Type of Benefit 

1., 2., 3. 
and 4. 

Economy and efficiency. 
Avoid unnecessary use 
of interagency orders 
to support DoD projects. 

Funds put to 
better use in 
the amount of 
$13.2 million. 
An additional 
undetermined 
amount may 
occur of up to 
$84.2 million. 

5. Internal control and 
compliance with regu­
lations. Development of 
a form that requires 
approval of contracting 
officer prior to procure­
ments made through 
interagency orders. 

Nonmonetary 

6. Internal control. 
Information on orders 
canceled and disciplinary 
action taken is needed 
for followup on 
Recommendations 1., 2., and 4. 

Nonmonetary 
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REPORT DISTRIBUTION 


Off ice of the Secretary of Defense 

Under Secretary of Defense for Acquisition 
Director, Defense Research and Engineering 
Director of Defense Procurement 
Assistant Secretary of Defense (Command, Control, 

Communications and Intelligence) 
Assistant Secretary of Defense (Public Affairs) 
Comptroller of the Department of Defense 
Director, Defense Contracted Advisory and Assistance Services 

Department of the Army 

Secretary of the Army 
Assistant Secretary of the Army (Financial Management) 
Assistant Secretary of the Army (Research, Development and 

Acquisition) 

Department of the Navy 

Secretary of the Navy 
Assistant Secretary of the Navy (Financial Management) 
Assistant Secretary of the Navy (Research, Development and 

Acquisition) 

Department of the Air Force 

Secretary of the Air Force 
Assistant Secretary of the Air Force (Financial Management 

and Comptroller) 
Assistant Secretary of the Air Force (Acquisition) 

Defense Agencies 

Director, Defense Contract Audit Agency 
Director, Defense Logistics Agency 

Non-DoD 

Off ice of Management and Budget 

Off ice of Federal Procurement Policy 

U.S. 	General Accounting Office, NSIAD, Technical Information 
Center 
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REPORT DISTRIBUTION (cont'd) 

Congressional committees: 
Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Governmental Affairs 
Ranking Minority Member, Senate Committee on Armed Services 
House Committee on Appropriations 
House Subcommittee on Defense, Committee on Appropriations 
Ranking Minority Member, House Committee on Appropriations 
House Committee on Armed Services 
House Committee on Government Operations 
House Subcommittee on Legislation and National Security, 

Committee on Government Operations 

Inspector General, Tennessee Valley Authority 
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MANAGEMENT COMMENTS: DIRECTOR, DEFENSE RESEARCH AND ENGINEERING 


DIRECTOR OF DEFENSE RESEARCH ANO ENGINEERING 

WASHINGTON. DC ZOJ01·l010 

KEMOJlAKDUM FOR TH! DEPARTMENT or DEFDISE INSPECTOR GDIERAL 

SuaJECT: Project •o. 2c:H-5003.01 

Thi• i• in respon•• to your Draft Quick-Reaction Report on 

poo Procureaent• through the Tennessee Valley Authority (TVA).

Of the $106,471,747.00 in contracts that you refer to, DDR•E 

issued one $10,000.00 MIPR on Auqust 7, 1991. The contract was 

tor a four-aonth effort to produce a report in support of a 

Conqressionally-directed proqraa. Thi• vas not an attempt to 

transfer expirir19 funds. It was a necessary and legitisate

business practice used t~ aaintain proqra• continuity. In 

response to your recolllJDendations: 


la. •cancel all intera9ency orders to the Tennessee Valley
Authority li•t•d in Enclosure 2 that have not been placed on 
contract or that have letter• of co1111itaent to contractors but 
where no costs ware incurred.• 
--- I concur. The sinqle DDR•E MIPR, DWAM10141, expired

31 Decellber. I have no plans to renew it. 

lb. •oeteraine the appropriateness of terainatin9 or 
reducing intera9ency orders where the Tennessee Valley Authority
has only issued letters of coamitaent to contractors and ensure 
proper fundin9 is used on any contracts that are awarded.• 
--- I concur. The ainql• MIPR, DWAM10141, has expired after a 

contract vas awarded with proper fundin9 which has been expended.
Responsibility for the proqraa supported by this contract has 
been transferred to the Assistant Secretary of Defense for 
Command, Control, co..unications and lntelliqence. 

ld. •Initiate disciplinary action against proqraa officials 
vho exceeded their authority by placing inter19ency orders with 
the Tennessee Valley Authority.• 

--- J concur. The single MIPR, DWAM1014l, vas placed with the 
Tennessee Valley Authority in full coapliance with the Federal 
Acquisition Requlation and the Defense Federal Acquisition
Requlation suppleaent and coaplies vith all internal O!f ice of 
the secretary of Defense and Waahin9ton Headquarters services 
Requlationa and Instructions. The MIPR vas reviewed and approved
by all the appropriate authorities. No disciplinary action is 
necessary •• authority vaa not exceeded. 

f/f>k-
Victor H. Reis 

Final Repon 
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MANAGEMENT COMMENTS: DIRECTOR OF DEFENSE PROCUREMENT 


OFFICE OF THE UNDER SECRETARY OF DEFENSE 

WASHINGTON, OC: 20301 ·3000 

fJAN 2 J 1992 

DP/CPA 

HEM>RANDUM FOR DIRECTOR, CONTRACT K\NAGEMENT DIRECTORATE, INSPECTOR 

GENERAL, DEPARTMENT OF DEFENSE 


SUBJECT: 	 Draft Quick-Reaction Report on DoD Procurements Throuqh the 
Tennessee Valley Authority (Project No. 2CH-5003.0l) 

Althouqh the subject report did not recommend any corrective 
actions for consideration by my office, I want to address the 
recomnendation concerninq the use of Military Interdepartmental 
Purchase Requests (DD Form 448) and similar forms to order qoods and 
services under the Economy Act. 

I concur in principle with your rec011111endation and will ask the 
OAR Council to make the followinq chanqes: (1) Develop DFARS 
languaqe requirinq the Department to use only the DD Form 448 to 
place orders under the Economy Act. FAR 17.504(b) currently 
indicates that an order under the Economy Act may be placed on any 
form or document that is acceptable to both aqencies. (2) Modify the 
DD Form 448 to add a siqnature block for the coqnizant contractinq 
officer. This siqnature will indicate a determination under FAR 
17.502 that the order beinq placed under the Economy Act is in the 
qovernment's best interest. (3) Amend DFARS 217.502 to indicate that 
the contractinq officer is required to siqn the DD Form 448 when an 
order is beinq placed under the Economy Act. 

We believe these chanqes to the OD Form 448 and DFARS are 
responsive to your recommendation and hope it will alleviate the 
placinq of orders under the Economy Act without contractinq officer 
scrutiny. 

Eleanor R. Spector 
Director, Defense Procurement 
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MANAGEMENT COMMENTS: ASSISTANT SECRETARY OF DEFENSE (COMMAND, 
CONTROL, COMMUNICATIONS AND INTELLIGENCE) 

ASSIST ANT SECfltET AfltY OF DEFENSE 

W&IMl"OTON. II C UJ•l ·JHI 

February 3, Ut2 

c••••- c••"eeL. 
Ce••1t1•1CAT.... ... 

...............Cl 


ICEMOJWfOUM 101t THE DEPARTMEHT OF DEFEMSE INSPECTOR GENERAL 

SUl!IJECT: 	 Dratt Quick-leaction leport on DoD Procureaent• Throu9h 
the Tennessee Valley Authority (TVA) (Project No. 
2CH-5003.0l) 

Tile attached co..ent• are provided in response to your
-aorandim ot Decelll.ber 11, 1991. 
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MANAGEMENT COMMENTS: ASSISTANT SECRETARY OF DEFENSE (COMMAND, 
CONTROL, COMMUNICATIONS AND INTELLIGENCE (Cont'd) 

l11pon11 to DQDIC l1coaa•n4•tion1 D11crJ1>9d in tbt Qratt
Quick•R11ction ltport OJI OpO 1rocur1a1nt1 Tbroyqb tbt Ttnn11111 

ya111y &ytbority cpro11ct, 10. 2c:::B-tOOl.Ol> 

l1co...nd1Uon: 

a. cancel all int1r19ency ordera to t.bt TtnntHH V1l11y

Authority listed in lnclo1ure 2 tb1t b1v1 not bttn placed on 

contract or tbtt b1v1 lttt1r1 of co..1t..nt to contractora but 

vb1r1 no coata v1r1 iftC\lrred. 


l11pon11: Do not concur vitb r1coaa1nd1d action re91rdir19 NIPR 
DWAM10141 dated AuCJU•t 7, 1991 for a $10~ effort.. Tht effort 
1ddr11111 1 1pecific r1quir1..nt vhich aro11 in the su...r of 
1991. Vt contacted the Tenn11111 Valley Aut.bority (TVA) to 
d1t1rwin1 if tbt r1f1r1nctd int1r191ncy order bad bten placed on 
contract. TVA has accepted tbt int1r191ncy order, prepared the 
required docua1nt1 bttv11n TVA and tbt Office of th• Secretary of 
Dtf1n11 (OSO), and received payaent fro• the Depart.int of 
Defense (DoO). At this ti.. , TVA h11 not i11u1d the 1uppleaent1l
19r1e•1nt to the contractor under th• •~i1tir19 contract. Th• 
issuance of tb• suppleaental 19r1ea1nt did not occur btc1u11 of 
tvo factors. Th• first factor vaa that other int1r191ncy orders 
btin9 h1ndl1d by TVA took priority over the OSD int1r191ncy
order. The second factor vaa th1t by the ti•• the oso 
int1ra91ncy order priority v11 r11ch1d, th~ Defense Coaptrolltr
requested that TVA place 1 freeze on the proceaaini; of all 
intera9ency requests received durincJ tht period of Auqust through
Stpteaber of 1991. 

Wt do not fttl that it is 1ppropri1t1 for OSD to i11u1 1 
deobli91tinq inter19ency order to d1obli41te th111 funds b1c1u11 
the inter191ncy order vas issued in 1coord1nc1 with the 
requireaents of the Federal Acquisition R•qulation (FAR} and 
Dtpartatnt of Defense FAR Suppleatnt (DFAJt) 11 vtll 11 the 
•e•orandua of under1t1ndir19 bttv11n TVA and OSO and the Econoay
Act. Th• r1qu11t for tbe int1r191ncy order vaa issued by th• 
Progr•• M1n19er and approved by ContactincJ Officer's Technical 
Representative, the Director of the J1val warfare and Mobility
Office, 1nd th• Otputy Director, Tactical Warfare Prograas (Heid
of the Requirin9 Activity). The request for an inter1qency order 
vis approved and the inter19ency order vas is1u1d by Vashinqton
Headquarters Services (WHS). The inter19ency order was approved
and issued in 1ccordance with 111 requir1aent1 of the FAR ind 
OFAR and the appropriate deterain1tions for uae of TVA and the 
int1r19ency order v11 ••dt. 

Jtco...ndation: 

b. Deteraint the 1ppropri1t1ness of t1rainttir19 or reducir19 
int1ra9ency ord1r1 vb•r• tht Tenn••••• Valley Authority baa only
issued letters of co..it..nt to contractors and ensure proper
fundirMJ i• used on any contracts that are avardtd. 

Final Repor 
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MANAGEMENT COMMENTS: ASSISTANT SECRETARY OF DEFENSE (COMMAND, 
CONTROL, COMMUNICATIONS AND INTELLIGENCE (Cont'd) 
=.::::.:..:.;:..:.:.=:.::~=::=:;::;;;;;;;;;;;;::;:::;:::;::;;;;::;;;;:::;::;;;;::;;;::;;;;::;;;::;;;::;;;::::.....:.______~----------------~F

Response: Concur vith r•co...nded action. Sine• TVA bas not 
iaaued a letter of coaaita•nt for this intera9ency order no 
•ction is required to con•ider th• ter-inetion or reduction of 
the couitMnt• ..de ~ TVA for the inten9ency ord•r ll•ted ln 
bcloHre 2. An intera9ency order deobliptlnt the f\and• vould 
not be appropriate since th• intera9ency order VH iHued in 
coaplience vith appropri•t• retul•tions and eccepted end 
procesaed by TVA. 

R•co...ndation: 

c. Prohibit place..nt of requeats for suppleaental vork under 
exiatinq intera9ency agreeaenta if not properly approved by a DoO 
contr1etin9 officer. Canel/or other official dt1iqn1ted by the 
iconp1y Act. tht fAJ! •nd depart1cnt1l regyl1tipns in accordance 
with the PfAJ! Sybpirt 217.Sl 

Response: Concur with reeo..cnd1tion •• &aended. S.scd on the 
rtquircatnts of the Eeonoay Aet, tht FAR, DtAR, and the 
Me1orandua of Underst1ndinq between OSO and TVA: all r•qutsta for 
suppl•••nt1l work under existinq interagency agreeaenta vill be 
issued with the appropriate autborizin9 official~ review and 
aign1ture. In the case of OSD, this v111 iftc:lude approval by the 
Head of the Requesting Activity (or his designee) end WHS. The 
1pprov1l doeuaents will 1ecomp1ny •ll interagency orders to TVA 
for their records. 

Recouend1tion: 

d. Initiate disciplinary action 191inst program officials who 
exceeded their authority by placing intera9ency orders with the 
Tennessee Valley Authority. 

Response: Concur vith recoaaended action. A review of the 
procedures followed and approvals obtained to issue the 
intera9ency orders to TVA revealed that all interageney orders 
issued under the proqraa were issued in accordance with the 
requireaents of tbt TAR and DFAR and that no pr09r&1 officials 
exc~eded their authority. Therefore, there i• no need for 
disciplinary action to be taken. To ensure Chat no contusion 
exists with the use of TVA by eny OSD proqraa official, the 
actual issuance of tht MIPJI. by WHS will be accoapanied by all 
required docuaentation showing the approvals required to TVA. 

Jteco-tndation: 

•· Discontinue th• use of Military Jnterdepartaental Purchase 
Jtequests (t>D For- 441) and •i•ilar foras to order 9oods end 
aervices froa other Federal agencies end develop • for9 that 
includes a sections to be coapleted by a contracting officer 
Canel/pr pthtr official dcsiqnattd by the lconoay Act,. the rAJ! and 
d•ptrtttntal reqylationa in accprdance vit.b tbt PFAB Subpart 
112....ll to doeuaent coapliance vith the Federal Acquisition
-f9\llation and th• Dtfen•• Federal Acquisition -f9Ulation 
Suppleaent. 
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MANAGEMENT COMMENTS: ASSISTANT SECRETARY OF DEFENSE (COMMAND, 
CONTROL, COMMUNICATIONS AND INTELLIGENCE (Cont'd) 

Response: Concur vith reco..endation vhen a..nded as in 
reeo...ndation c, but ahould not discontinue uae of MIPR until 
nev ton has been developed and approved. 
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MANAGEMENT COMMENTS: ARMY 


e 
 D£111ARTVENT OF THE ARMY 

omel M ?Ml AHllTAlfT llClll'TAlrf 


WAl*'GTQel, DC la1Mta 


llll>-PP 	 11 JAN 1992 

MIROJlAMDUM ro• 	I•SPICTOJ GINlll.AL, DIPAJTRINT or DlflNSI 

ATTN1 DlHCTOI, CONTaACT IVJu.GHINT 


IUIJICT1 	 Draft OUick-leaction leport on DOD Procureaent1 

Throu9h th• Tenn••••• Valley Authority

(Project No. 2CB-500J.01) , 


Departaent of Aray coaaenta on 1ubj1ct draft audit 

report are aa follov11 


1. Executive Suaaary: The Aray concur1 vith the lG's 
interia findin91 r19ardin9 a aattrial weakn••• in internal 
control• that did not preclude inappropriate procedure• in 
tran1ferrin9 requireaent1 and fund1 to the Tenn••••• Valley
Authority (TVA) in Auguat and Septeaber lttl. our reapon•• 
to th• lecoaaendationa for Corrective Action• i1 ••t forth 
below. Additional detailed coaaenta on the Draft l•port are 
at 1nclo1ure 1. 

2. 111pon11 to R1coaa1ndation1 for Corrective Actions, 
pa91 9 of the Draft 11port: 

•a. Cancel all lntera9eney order1 to the Tenn••••• 
valley AuthoritJ Hated .lD hclo1ure 2 tbat ha¥• not bHn 
placed on contract or that ha•e letter• of coaait..nt to 
contractor• but where no co1ta were incurred.• 

l11pon11: Concur in 1ub1tance. l1coaa1nd that this 
J1coaaendation b• revorded as follow& to clarify that only
unauthorised or iaproper order• are required to be cancelled: 

•cancel all intera91ncy orders to the Tenn111e1 Valley
Authority (TVAI listed in 1nclo1ure 2 that art unauthorised 
or iaproper and that have not been placed on contract by TVA, 
or that have TVA letters of coaaitaent to contractor• but no 
cost• have been incurred.• 

Thi• office will direct that all Aray-ori9inated orders 
to the TVA in Au9u1t and lepteaber lttl, not effectively
placed on contract by TVA, and not proee11ed in coapliance
with the requir1aent1 of the lconoay Act and DoD appropria­
tion• and year-end 1pendin9 polieiea, be cancelled by th• 
r1qu1stin9 Aray activity. Jt ii anticipated that this will 
be coapleted by March 31, 1992. 

Final Report 
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MANAGEMENT COMMENTS: ARMY (Cont'd) 
~~~~~~~~~~~~~~~~~~-

•b. Deteraine tb• •ppropriat•n••• of terain.tln9 or 

redacin9 lnter•t•nCJ order• wber• tbe Tenn••••• V•ll•J 

Autboritr ta.• onlr l••u•d letter• of coaaitllent to 
contractor• ...d en•are proper fundin9 i• •••d on uar 
contract• tbat •r• awarded.• 

leaponae: Concur. Thia office, in coordination with 
the A1aiatant Secretary of the Aray (Financial Rana9eaent),
will ensure review of all auch ordera/contracta and, when 
conaidered appropriate, requeat their terainatlon, return of 
unuaed funda, and/or uae of proper funds. It ia eatiaated 
that thia action will be coapleted by April 30, ltt2. 

•c. Prohibit plac•••nt of requeata for auppl•••ntal work 
under exiatin9 intera9encr agreeaenta if not properly
approved bJ a DoD contracting officer.• 

l•1pon1e: Concur. Thi• office h•• already iaaued 
direction to all Aray activitiea that will require approval
of a contracting officer on any interagency agreeaent with 
TVA or for any Rilitary Interdepartaental Purchase Order 
(RIPll propoaed to be ••nt to TVA (or any other agency
outaid• of DoD). A copy of the Aray direction ia at 
Zncloaure 2. In addition Aray legulation (Alt) 70-1, Syateaa
Acquiaition Policy -- ••••arch, Developaent, and Acquiaition,
ia being reviaed to reiterate thi• policy to the Aray
acquiaition coaaunity. (Al 70-1 iapleaent1 DoD Directive 
5000.1, DoD Inatruction 5000.2 and DoD Manual 5000.2-R.) 

•d. Initiate diaciplinary action againat progra• 
official1 wbo esceeded their authoritr br placing interagency
orders with the Tenn••••• Valley Autborit1.• 

1e1pon1e: Concur in part. We reco..end that thia 
reco..endation be reworded aa follow11 •After a review of the 
facta, initiate appropriate diaciplinary action againat tho•• 
officials who knowingly and willfully exceeded their 
authority by iaproperly authorizing, directin9 or effecting
interagency order• with the Tenn••••• Valley Authority.• 

After a 1ub1tantive review of the orders and the 
rationale and procedures uaed, appropriate diaciplinary
action will be initiated againat thoae reaponaible for 
violationa. aecaua• of the nuaber of activitiea, and the 
voluae of ordera, involved, ve anticipate co•pletion of thia 
corrective action by Ray 31, 1992. 
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MANAGEMENT COMMENTS: ARMY (Cont'd)
~.=;;;:.;:.;;;c...:;.;_~~~~~~~~~~~~ 

•e. Dlacoatlaae tb• uae of R111tar7 laterdepartaental

Purcbaae aequeata (DD rora •••> and alailar foraa to order 

9ooda and aerYicea froa otber rederal a9enclea and deYelop • 
fora that include• aectlona to be eoapleted bf a contractln9 
officer to docuaent coapliance wltb tbe rederal Acqulaition
••CJUlation and tbe Defenae federal Acqulaltion aevulatlon 
luppleaent.• 

le1pon1ei Concur in aub1tance. Whether th• MIPl fora 
i1 revaaped or a new fora developed, thia ia not an action to 
be taken by th• Service Acquisition laecutive1, but au1t be 
accoapli1hed within the Office of the Secretary of Defenae, 
to apply uniforaly throughout DoD. In the interia, the Aray
has already iaaued direction (Incl 2) requiring that a 
contracting officer ai9n on the DD rora 448 atte1tin9 that 
the lconoay Act deteraination haa been aade pur1uant to the 
requir•••nt1 of the D•f•n•• ,.._. Suppleaent. Thia, in turn, 
au1t be verified by the official certifying to the 
availability of funds to be transferred via th• KIPR. 

Th• active cooperation and coordination of the resource/
financial aanag•••nt coaaunity and co..ander1 and aanager1 at 
all levels ia deeaed essential to preclude the continued 
bypaas of the organic DoD contracting co..unity through
offloading actions. 

Many of th• individuals re1pon1ible for offloading and 
year-end 1pendin9 violations believe they .are acting in the 
beat interest of th• Aray to tiaely accoapli1h their a11igned
ai11ion with dwindling resources. We au1t fina a way to 
raiae the credibility and re1ponsivene11 of our organic
contracting operations in addition to shutting down the 
•inappropriate• abort cuts. Al was the case with both 
Department of Inergy and Library of Congress offloading, TVA 
and it• support contractors c•cooperators•) actively
advertised their quick contracting capability and solicited 
work fro• DoD activities. 
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MANAGEMENT COMMENTS: ARMY (Cont'd) 
~~~~~~~~~~~~~~~~~~ 

Althou9h th••• circuaatancea do not a&cuae any blatant 
wron9doin9 or poor jud9aent, they aay explain in part the 
action• of aany well-•eanin9 activitiea fruatrated by a 
bud9etary proceaa and procure•ent ay1t•• that often cannot 
re1pond to real-ti•• needa. If every 1etlon is a priority
then none of th•• are, except to the individual that haa th• 
requireaent. 

!nclo1ur11 

er: 
SAIG-PA 
SAFI'! 
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Al>J>ITIQIW. COlftllTI Cll pun WQJT UlOIT 
(fro,ect Ito. acm-SOOJ.01) 

I. l••cutlve luaaarr and Draft report, p.11 •e que1tion
the cited •potential• onetl•• aonetarr benefit <SlOI.• 
•illion> that could be reallied by the cancellation of all 
lntera9ency order• at TVA that have not been placed •on 
contract•. •• feel that tbi• figure la inflated, unreali1tlc 
and ahlt1dln9. 

lven lf all 1uch lntera9ency order1 were to bt canceled 
(and that ii hi9hly unlikely), aany of th••• requirtaent1
would atill exi1t and will need to be aati1fitd by proper
procedure•. Th••• action• will have a coat, and likely a 
bi9ber co1t, to DoD thin the order• fore9one at TVA, even 
con1idtrin9 their •broker• fee or other ch1r9e1. Although we 
a1y hive •aaved• 10•• FY tl funds (which would then be 101t 
to DoDI, we will atill have to pay in rYtl and beyond for the 
11•• vork. If the fund• for the canceled rtqulrtatnt1 are 
not t•pirin9 appropriation1, then they will be u1td perhapa
in direct contractln9 by tht agencie1 involved. At beet, th• 
•01t that could bt con1ldtrtd •aaved• would bt tbt equiv1ltnt
of TVA'• ch1r9•1 for proct11in9 th• tran1action. Again,
however, DoD a1y end up p1yin9 aore to 9et tht work done than 
if they had continued with TVA. 

In addition, a 1trict rt1din9 of the lconoay Act 

11n9u19t would 1pp11r to 1llow TVA to claia th1t they ITVAI 

hid begun effort on the order1, even if they were not placed

•on contract• before the fund1 allt9tdly eapirtd. Jn that 

ca1t, they could ch1r9t the canceling agency for 111 coat• 

incurred by TVA in pro11cutin9 lo good faith th• duly

ICCtpttd Millt1ry lnttrdtplrtatntll Purchalt ltqUtltl 

(IUPl1). 

A •or• re11on1blt 1ppro1ch to 1peculatin9 on aonetary
btntfita 111oci1ttd with the audit rtco..endatlon1 would bt 
to e1ti••t• the delta between what it would have cost DoD _ 
activlti•• to ptrfora direct contr1etin9 for th••• 
requirt•1nt1 and what it v11 9oin9 to co1t 1t TVA Ct.9., 
$106.• •illion a th• 10\ TVA ft11 or $10.6 aillion), It is, 
1fttr a-11, just a1 likely th1t the aonty1 tr1n1ftrrtd to TVA 
would have 9on1 to attt other netd1 if the TVA •vehicle• waa 
unavailable, a1 it is to 111u•• that tht •oney would have 
been e•c•••· and returned to the Treasury. 

JJ.-Th• Draft ••port (on p.7) 1t1te1: •while lttter1 of 
intent have been found to constitute legally tnforce1blt 
a9r11aent1, 1ucb dpeua•ntl 1r1 PnlJ yall4 lf l11u.,S prlpr to 
tb• end of tbt fi1e1l 111r.• (taph11i1 addtdl Jt 11 the 
und1r1t1ndin9 of th• Aray, based upon prevtou1 di1cu11ion1 of 
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thi1 i11ue with the IG audit aana9er1, that the DoD 
Coaptroller deaurred when aaked to i11ue a bindin9 rulin9 on 
the i11ue of the viability of expirin9 fund• furniahed to TVA 
on reiaburaabl• orders via RIPI. In addition, tb• tuidance 
in th• DoD Accountin9 Ranual (DoD 7220.t-R) relatin9 to 
reiabur1able order• vari•• 1oaewhat fro• the treataent of 
direct-cite orders, aa re9ard1 the continuin9 ¥iability of 
funds provided. Therefore, th• aatter of validity of the 
TVA-i11ued letters of intent i• not aa clear aa th• report
would indicate. Certainly TVA auat have a voice in thi1 
conclusion, a1 they will be the a9•ncy with ultiaate 
contractual liability. 

Th• burden of coaplyin9 with the Econoay Act 

requir•••nt1, once fund1 have been transferred and the task 

accepted, i1 with the receivin9 19ency (in thi1 caae TVA). 

It would be pre1uaptuou1 at beat for Defenae a9•ncie1 to 

unil1ter1lly deteraine that the funds provided and accepted

(and in aany ca1e1 di1bur1ed to TVA) had expired before TVA 

could pl1c1 th•• on contract (aa they noraally would under 

their Technolo9y lrokerin9 Prograa). 


III. The Draft leport (on pp.7,8) further 1tate1 that: 
"For th••• purpo1e1, valid obligations can only be incurred 
after a contract baa b«en e1tabli1bed. Datil • contract 11 
i11ued by ryA. a binding obligation of DoD fuoda baa ppt 
occurred." (eapha1i1 added) Al 1tat1d above, thil i1 an 
i11u1 that cannot properly be deterained unil1ter1lly by DoO, 
ainee the agency with po1t-accept1nce Econoay Act coapliance
re1pon1ibility ii TVA. 

IV. Draft leport (p.8) 1tat11: •Also, those work orders 
uaing eapiriog fund1 where TVA ha• issued letters of intent 
after Septeaber 30, 1991, should 1110 be terainated and 
funded with current year funda.• A& 1t1ted above, the 
deterain1tion of the continued viability of fund1 provided 
to, and accepted by,_ TVA under th• auspice1 of the lconoay 
Act aust be aad• by TVA, particularly in the ca11 of 1xi1tin9 
letter• of intent, whereby TVA has 01t1n1ibly incurred 
contractual (pecuniary) liability. 

V. lased on th• foregoing, and upon advice of Counsel, 
we reeolllDend deletion of the following sentences on p.8 of 
the Draft leport: 

!"Until a contract la iaaued by TVA, a binding
obli91tion of DoD funds baa not occurred.") 

[•All DoD interagency ord1r1 issued to TVA using
eapirln9 FY 1991 funds that have not been placed on contracts 
by TVA should be deobll9ated in accordance with the Act.)" 
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It ia further reco..ended that the followin9 
r1co..endation on p.I be reviaed •• ahown b1low1 

[•All eapiriD9 FT lttl fund• tra1t1ferred to TVA under 
DoD lntera9eDcy ordera that baye Dot be•D placed OD contract 
1bould be deobli91ted in accordance with tbe Act.•J change to 
read: 

•All funds expiring at the end of FY 1991 transferred to 
utyA under DoD interagtncy ord1r1. that yere not prqptrly
obligated by tyA. should bt dtobligattd in accqrdanc• yith 
the Act.• 
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THE ASSISTANT SECRETARY OF THE NAVY 
(Researcn. Development ana AcQui11t1011) 

WASHINGTON. O.C 20350-1000 

JAN 221992 

llEMORAHOOJI POR TH! 	 DEPARTMENT or DEP'ENS! ASSISTANT IllSP!CTOR 

GENERAL POR AUDITING 


Subj: 	 DRAFT QUICJt-REACTION REPORT ON DOD PROCUREMEKTs THROUGH 

TH! TENNESSEE VALLEY At.7THORITY 

(PROJECT NO. 2CH-5003.0l) 


Ref: {a) DODIC M•llO of 11 December 1991 

Encl: 	 (1) DON Respon•• to Draft Quick-Reaction Report 

I a• reapondin9 to 	the draft quick-reaction report forwarded 
by reference (a) concernin9 procur...nt• through the Tenne•••• 
Valley 	Authority. 

Th• Department of tb• Navy reaponae i• provided at encloaure 
(1). We generally 	agree vith the draft quick-reaction report
findinqs and reco..endationa. A• outlined in tbe enclosed coa­
••nta, 	the Depart.llent ha• taken, or is planning to take apecific
action• to enaure adequate aana9eaent controls of •i•ilar 
procureaenta in the future. 

~...,c..._ 
/Gerald A. Cann 

copy to : 
NAVINSGEN 
NAVCOKP'l' (NCB-53) 
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Deparuent of th• wavy RHpona• 

to 

DODIG Draft bport of Decellber 11, lttl 

on 

DOD Procur...nta thro\19h th• T•nn••••• Valley Authority

Project ZCB-5003.01 


B•cowm•nd•tion• tor eorr•ctiv• Action 
1. •• recomaend that th• Director, Def•~• ~·•••rc:h and 

Enqineerin;: Service Acquiaition !xecutivea: and th• Director, 

Defenae Loqiatica Aqency: 


Reeo..end.ation 1.a: 

a. cancel all interaqency orders to the Tenn••••• Valley

Authority liated in !neloaure 2 that have not been placed on 

contract or that have letters of co..itaent to contractor• but 

vh•r• no cost• var• incurred. 


DON Poaition: 

Concur in principle. Th• Navy vill cancel all of th• !ncloaure 2 
orders which can be canceled. If appropriate, they aay be 
reiHued citinq proper tundinq and M•tinq other 19911 and 
re<JUlatory requireaenta. 

Reco911endation 1.b: 

b. Dete~ine the appropriat•n••• of terainatinq or reducin9 
interaqency orders where th• Tennessee Valley Authority ha• only
iaaued l•tt•r• of co..itMnt to contractor• and ensure proper
fundinq i• uaed on any contracts that are awarded. 

DON Politigo: 

Concur. Orders vill be exaained on a ca•• by eaae basia. 
Unauthorized order• and tho•• citi119 inappropriate funds vill be 
terainated, reduced, or ratified with proper fundinq aa 
appropriate. 

Beco..end.atign 1.c: 

e. Prohibit plae...nt of requ••t• for 1uppl...ntal wort 
under exiatinq interaqency aqre...nta if not properly approved by 
a DoD contraetint officer. 
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DPH rolitipn: 

Concur. We bave previoualy ia•ued 9'1idance ruindinq Navy
activitie• of the 199al and r99'1latory requir...nt• for 
contractinq officer approval of lconoay Act orders. It i9 
cl..rly nece8aary to reiaaue tbi• 9Uidanc• a• aoon a• 
practicable, but not later tban 10 February tz. 

BecoaaencSatipn 1.d: 

d. Initiate diaciplinary action aqainat pr09r.. official• 

vho exceeded their authority by placinq intera9ency ord•r• vitb 

tbe Tann••••• Valley Authority. 

DON Politipn: 

Concur in principle. Abu•• of interaqency acquiaition to 
obligate expirinq tund• or obtain ••rvic•• of !avored contractors 
•hould re•ult in diaciplinary action, and co..andera of Navy
activiti•• involved will be directed to take auch action where 
appropriate. Bovever, tb• failure to obtain contractinq officer 
approval of •uch acqui•ition, while r99r•ttable, aay not in 
it•el! warrant diaciplinary action. Improved procedure• and 
better trainin9 ..y be aore appropriate reaediea. 

Beco..endation 1.e: 

•· Diacontinue th• uae of Military Interdepart.ental
Purcha•• Reque•t• (DD Fora 448) and •i•ilar foraa to order 9ooda 
and ••rvic•• fro• other Federal aqenci•• and develop a fora that 
include• a aection to be coapleted by a contracti119 officer to 
dOCUJ1ent coapliance with the Federal Acquiaition Regulation and 
the Defenae Federal Acquisition Regulation Suppleaant. 

DON Position: 

concur. It practicable, acquisitions utilizinq thi• nev DoD fora 
ahould be recorded in the DD 350 Reportinq Syatea. 
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C>EF'ARTMENT OF' THE AIR FORCE 

WAl,.INGTON DC 20JM>-IOOO 


UJANE 

MEMORANDUM FOR ASSISTANT INSPECTOR GENERAL 

FOR AUDITING 

OFFICE OF THE INSPECTOR GENERAL 

DEPARTMENT OF DEFENSE 


SUBJECT. 	DoDJG Draft Quick-Reaction Report on DoD Procurements 

through the Tennessee Valley Authority, December 18, 1991 

(Project No. 2CH-S003.0J) 

- INFORMATION MEMORANDUM 


You requested Air Force Acquisition Executive (AFAE) comments 

on the findings and recommendations made in the subject report. 


We concur with your findings that the Military Interdepartmental 

Purchase Requests (MIPRs) cited in this case were not appropriately used in 

all cases, and are taking actions to eliminate the use of interagency 

agreements by unauthorized program officials. 


We have added a section (part 5, section J, Use of Interagency 
Agreements) to the draft of Air Force supplement l/DoDI 5000.2 
Acquisition Management Policy and Procedures, which directs that Air 
Force ordering offices shall follow procedures in FAR 17.504 and obtain 
contracting officer determination as specified in the FAR. 

We concur in your finding that compliance with existing policy has 
been Jess than satisfactory and that management controls require additional 
emphasis In response to previous audits, we issued the following guidance; 
HQ USAF/SC Jtr dtd 4 Nov 88, Polley on Use of Dept of Energy 
lnteragency Agreements; HQ USAF/SC, ltr dtd 30 Jan 89. Policy on Use of 
DOE lnteragency agreements; HQ/LEEV ltr dtd J Dec 89, Task Orders 
Through 1be Department of Energy. Based on the continuing problems 
found in this draft report, we also intend to insert additional coverage in the 
AF FAR supplement in the near future. Further. we support a 
recommendation that steps be taken by the Defense Finance and Accounting 
Service (DFAS) to redesign the MIPR (DD Form 448) so that mandatory 
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review by the appropriate contracting authority can occur to assure 
compliance with the Federal Acquisition Regulation and the Defense Federal 
Acquisition Regulation Supplement. 

We do not agree that the savings ofS106.4 million cited iD the report 
are correct. At least some of the cancelled interagency orders represent bona 
fide requirements which will be reprocured using other contracting methods. 
As a result of the cancellation of interagency orders with bona fide 
requirements, those elements would have to obtain new funding for the basic 
requirement, incur additional costs for reprocurement, and incur substantial 
delays in delivery. We do not believe such action would be in the best 
interests of the Government. 

Regarding proposed corrective actions (a) and (b), we suggest that all 
the requirements be reviewed prior to cancelling the interagency orders. 
Further, we believe that only those orders that would not have been 
approved had proper procedures been followed should be cancelled. The 
reprocurement cost of these items could greatly outweigh the value of any 
cost savings identified in this repon 

Finally, in response to item (d), all transactions will be reviewed, and 
appropriate administrative/disciplinary actions will be taken as needed 
consistent with appropriate personnel policies, procedures, and legal 
considerations. 

J J WELCH .iR 
Secretary ol lhe AJt Force 

(Acquisilionj 
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DEFENSE LOGISTICS AGENCY 
Ml.AOQUAJITIRI 


CAMHON ITA TION 

ALllANOlll4. VlllGINIA UJCM ...100 

13 JAN ·1992DLA·CI 

MEMORANDUM FOR ASSISTAJrT INSPECTOR GEWEIAL FOR AUDITING. 
DEPARTMENT OF DEFENSE 

SUBJECT: 	 Draft Quick-Reaction Report on DoD Procurement• ThrouCh 
th• Tenn••••• Valley Authority !troJect Wo. 2CH-5003 Oll 

Thi• i• 1n re•pon•• to your 18 Dec g1 memorandum requ••tinC our 
comment• pertainina to the subiect dratt report The attached 
po•it1on• have been approved by M.s Helen T McCoy, Deputy 
Comptroller, Deten•• Lo&1stic• A&ency 

/i I (j.' . ..<a-.·---"•'..(. 71 /0v../"tr 
e Encl ~CCUJELIWE Q. BRYA T 

. Chief, Internal Rev1ew D1v1•1on 
Off ice of Comptroller 
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TYPE OF REPORT: At1DIT 	 UTE OF POSIT!':>N: 10 Jan g2 

PURPOSE OF IIPUT: IIITIAL POSITIOI 

AUDIT TITLE AID 10: 	 Draft Quick-Reaction Report on DoD Procurement• Through 
the Tenn••••• Valley Authority <TVA> 
<ProJect lo. 2CH·S003.0ll 

FIIDil<J: 

a. A total of l&e interaaency order•. valued at •1oe.s •illion ..r• 

••nt to TVA in Augu•t and September lgg1. There were 175 order• valued at 

•104.8 m1ll1on that involved tran•f•rred fund• due to expire in FY 10g1, 
Internal control procedure• and practice• did not preclude proaraa official• 
from obta1n1ng the funding required to iaaue the interagency order• or 
preclude accounting and finance office• from tran•ferrinC fund• to TVA on 
order• that were not properly authorized. 

b. Internal Controls The audit determined that internal accountina 

and adm1nistrat1ve controls either did not ex1•t or were inadequate to 

preclude unauthorized issuance of interaaency order• and to preclude 

payments on 1nteraaency orders that ..re not approved by DoD contracting 

officers. We consider th••• internal control weaknesses to be material. 


DLA COMMENTS: Partially concur. Baaed on the mi•u•• of interagency 

aareementa with the Library of Congress and th• Department of Energy, 

Defense Loa1•tic• Agency <DLA> i••u•d a policy letter dated 2e September 

lggo which established internal control• on th• u•• of non·DoD agenci•• 

under the Economy Act (copy attached>. The letter did not •pee1fically 

cover use ot another DoD Component'• agreement. We will amend the policy 

•p•cify1ng th• need for review and approval when using other DoD Component's 
agreement We aar•• that request for support from a civil agency should be 
Just1f 1ed and approved by a eontract1ns officer or a delegated official 
serv1na 1n th• beat interest of the Government. 

We do not aar•• that the weakness i• material considering the condition 
under wh1eh DLA got involved with the Tenn••••• Valley Authority <TVA>. The 
Air Foree <AF> requested ua to tund a •tatutor1ly required action for 
obta1n1na a fire protection certification of a building in Kelly Air Foree 
Ba•• <AFBl used to store fla111111&bl• liquids. A• a tenant and under th• 
Interaaency Support Aareement between Kelly AFB and DLA Defense 
Reut1lizat1on and Market1na Service <DRMSI. DLA was obligated to fund th• 
action taken. 

INTERNAL MANAGEMENT CONTROL WEAKNESSES: 
l l Nonconcur. <Rational• must b• documented and ma1nta1ned w1 th 

your copy of th• response. l 
lKl 	 Concur; however. weakness 1• not considered 111&terial. !Rational• 

must be documented and maintained with your copy of the 
response.) 

< l 	 Concur: weakness i• material and will be reported in the DLA 
Annual Statement of Assurance. 

ACTIO~ OFFICER: Frank Bokowaki. DLA-LR, x4e2QS. 10 Jan 92 
PSI REVIEW/APPROVAL: Roger C. Roy. Aa•1atant Director, Office of Policy & 

Plana <DLA·Ll. x4e271, 10 Jan 92 

DLA APPROVAL: Helen 	T. McCoy, Deputy Comptroller 

APPENDIX 0 
Page 2 of 10 



83 

MANAGEMENT COMMENTS: DEFENSE LOGISTICS AGENCY (Cont'd) 

DEFUllE LOGISTICS AGENCY 

MlAOOUAITUI 


CAMl:ION ITATIOlll 

ALUANOllA, YllGINIA U~-1100 


II SEP.,"'"°'' DLA·L..,.. ,. 
SUBJECT: 	 U•• of lnteracency A&reement• Wlth Federal Aaenc1•• 

TO: 	 Co111111&nder• of DLA Pr1aary Level Field Activit1•• 
Head• of HQ DLA Principal Staff !le..nt• 

1. lecently, the DoD In•pector General 1••ued two report• 
•tatin& that DoD component• •i•u•ed interacency a&r•e..nt• with 
the Library of Con1r••• and the Department of !ner11 to obtain 
contractor •upport by not fulfillinC tbe required autbority and 
Ju•tification docu..ntation by the Federal Acquisition l•lulation 
<FAJtl and the Defen•• Federal Acqui•it1on leculatlon Supple..nt 
CDFAJtSl. Althou1h DLA i• not •p•cifically cited in either 
report, internal control• are required to preclude i1111roper u•• 
of interaaency a1reeaent1 <hereafter referred to a• a1rea..nt•l 
to c1rcuavent •tatutory and Pelulatory <FAl/DFAJtSl' procedure•, 
such a1 bypa••1nC tbe Coapatltion in Contractlnl Act of 1984 op 
avoidinl the nec•••ity for advanced procure..nt planninC to 
accomaodate normal procure..nt lead ti ... 

2. Several a1reeiunt1 for support ••rvic•• bava been aada with 
civil a1enci•• by certain 1leaant• of DLA. Tha !conoay Act of 
1932 appli•• to the 1ntera1ency acqui•ition of ••rvic•• required 
under tb••• a1reement• whePeby th• ••rvic•• are to be provided by 
contractor• throu1h th• ••rvicinC acency in accordance witb 
FAlSIDFAlS Subpart 17.5. PPior to •ilninl any acrae..at throuch 
which the ••rvicinC a•1ncy Wlll provide 1upport by ..... of 
••rvicinC a1ency resource• andtor a contractor, a determination 
aust be aad• that the a1P••••nt 1• in the 'b••t intere•t of tb• 
Government.' To ••tabli•h nec•••ary control•, eacb acqui•ition 
aade Wider th• a•r•1..nt •tand• alone and au•t be certified by an 
offic1al d1111natad by th• Director that all requireaant• of the 
Economy Act, th• FAl, tha DFAlS or any otber aoverninC rule are 
a1t. For propo1ed a1re1mant• and each acqui•ition to be obtained 
thereunder ori11nat1n1 within DLA, the de•1Cnated official tor 
the Director i• th• A••i•tant Director, Policy and Plan• CDLA·L>. 

3. When contractor •upport i• to be acquired under aa a&ree..nt, 
there ia an additional requireaant under DoD DlPective 4205.2, 
DoD Contracted Advi•ory and A11i•tanc• Servic•• (CAAi>, for tbe 
requirinl component to co!lply with aana•e..nt control1tprocedure1 
and account for the fund• attributed to tho•• ••rvic•• wbicb 
involve CAAS cate1ory ta•k•. Thu•, each propo••d interacency
acqu111t1on for ••rvic•• au•t be in coapliance with the aana1e• 
..nt control• and preparation ra•pon•ibiliti•• ••t forth in FAl 
Sect1on• 37.205 and 37.209. DLAl 5010.3, DLA CAAS, a••lln• DLA•L 
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DLA·L PAO£ 2 

SUBJECT: Ua• of lnt•r•&•ncy A&ree1Mnta •~th Federal A&•nc1ea 


re1ponaib1lity tor CAAS approval to Policy and Plana or th• 

Director/Deputy Directors, DLA, where applicable. Jn order 

to fulfill th1• reaponaibility, all purchase requeata for 

aerv1cea propo1ed tor acquiaition under an aaree..nt are to 

be aubaitted to DLA·L for deteraination of CAAS applicability. 

Wh•r• it 1• found that proposed acquiaitiona are for CAAS 

aervic•• to be provided under contract throuah an aar••••nt 

with a aervicin& aa•ncy, Policy and Pl&n• •ill obtain th• CAAS 

approval Cal required under reaulatory 1u1delin••· Th• approval 

docuaenta are to accoapany the purcha•• requeat tranaaitted to 

the aervicin& aaency contract1nl activity. 


4. A• of the date of thia letter, future aareeaent• with Federal 
A&encl•• are to be coordinated with and approvedl•iln•d by the 
A••i•tant Director, Policy and Plana. Additional review by other 
Principal Staff lleaenta, euch aa the Coaptroller, th• Counael, 
and Contractina. aay b• required. Cert1f1cat1oa •111 be 
obtained, where neceaaary, to enaur• the acree..nt'• content• 
are eound on a buain•••· l•aal, and financial ba1ie, that they
provide tor effective contract adatn11tration and reportin&, 
and that they are oth•r•i•• in the Governaent'• beet intereet. 
Further, th• Comptroller will enaure that no fund• are tran1­
ferred to the ••rv1c1n1 aaency until all required cert1ficat1on1 
and approval• are accoapliahed. Th••• procedure• aleo apply to 
each requirement for aervic•• to b• ordered under an a1reement 
once in place. The policy 1• not to diecoura1• a&r•e..nt1 where 
it 1• in th• Oovern..nt'• beet interest to do eo, but to en1ure 
all r•&ulatory &uidelin•• are complied with and that the 
a1r••..nt i• properly prepared, Ju•tif1ed, and approved. 

9. The point of contact 1• Frank loko..ki, DLA-LI, AV 294-02PS. 

~~~~ 
CHAILIS McCAUSL.lSD 
Lieutenant General, USAF 
Director 
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MANAGEMENT COMMENTS: DEFENSE LOGISTICS AGENCY (Cont'd) 

l>ILIOAT101 or AUTHOIJTY FOi IJM'll.l.OllCY 

ACQUJSITJOIS MADE UllDEI THE ICOWOMY lCT or 1032 

Wherein Subpar\ 11.S of \be Federal lcqu1•1\1on lefula\lon 
and \be DOD Federal Acqu1•1\1on lefula\ion Supplt..n\ provide•
for \he head of \ht reque•\in& &&ency \o dtl•&•\• au\hori\y \o 
11&k• \be deter•1nat1on tbat the Government'• bo•t tntere•t 1• 
••rved \hrou&h an lntera&eney acqu1•1t1on, I boreby dele&a\e 
•ucb autbortty for intera&ency acqu1•1t1on• by tb• Doten•• 
Lo&i•tica A&ency to tbe la111tan\ Director, Off ic• of Policy
and P!an•. 

tu-m -r:..~..1_ 
CHAILES McCAUSLAND 
Lieutenant General, USAF 
1>1rector. 
Defen1• ~0111\ic• 11ency 
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MANAGEMENT COMMENTS: DEFENSE LOGISTICS AGENCY (Cont'd) 

TTPI O' llPOIT; A~lT PATI 01 POSlTlOI·: 10 Jan 92 

PUIPOSI O' IIPl7T; IllTl.&l. POSlTlOI 

AUDIT TlTLI ~ 10: 	 Draf\ Ouiek·leaetion lepor\ on DoP Proeure..nt• Tbrou•h 
\be Tenn••••• Yall•y Authority
(ProJte\ Jo. 2Cl·5003.0ll 

IECOaoG:lfDATlOI l.a: .. reeo...nd tbat tbe Director. Defen1e le1earcb and 

ln•1neerJnC: Service Aequ111t1on lxecutive1; and tb• Dtreetor. D•f•n•• 

Lo•1•t1c1 AC•ncy <DLAJ, cancel all intera•ency order• \o \be Tenn••••• 

Valley Authority lilted tn lnclo1ure 2 1n the report tbat bavo not beon 

placed on contrect or that have lett•r• of co..1taent \o contractor• but 

whore no co1t1 ..,. incurred. 

DLA COIOIEITS: lot applicable. On edv1ce of Kelly 411. DIUG under DLA 
placed an order a1a1n1t an ex11t1na AF contract •ith TVA to provide ••rvJce 
required to obtain a Texa1 lat1onal Fire Protection A••oeiatton <11PAl 
cert1f1cat1on for a bu1ld1nc u1od to atore fla..,.ble/coabu1tible ltqu1d•. 
Tb• work ••• coapleted in Septe•btr 1001 and the certJfic&tion ••• obtained. 
Thero 1• no out1tandinC DLA ordtrl with the TVA. 

DISPOSITION: 

< > Action 1• onco1n1. l•tiaatod Coaplet1on Dato; 

<xJ Action 11 con11dered coaplote. 


llfT£1RAL IUNAGEMEIT CO»TlOL Wl:AXtl[SSIS: 
lxl 	 lonconcur. llat1onalt •u•t be docuaenUd and aa1ntained •itb 

your copy of th• re1ponae.l 
Concur; however ...akn••• 11 not con•id•rod aater1al. <latlonale 
•u•t 	be docwaented and aa1nta1n•d •1th rour copy of the 
re•pon••. l 
Concur; ..akne11 1• aater1al and will bo rtported 1n tbo DLA 
Annual State..nt of A11urance. 

ACTIOll O,,..lC£1: Funk loko..k1. DLA·LI, 1148295. 10 Jan 02 
PSE IEVI[Wt&PPIOYAL: lo1or C. loy, A1•11tant D1roctor. Office of Policy & 

Plan1 <DLA·LI. X48271, 10 Jan 92 

DLA A1PIOVAL: Belon 	T. McCoy. Deputy Coaptrollor 

Final Report 

Page No. 


17 
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MANAGEMENT COMMENTS: DEFENSE LOGISTICS AGENCY (Cont'd) 

TYPE 	 OF REPORT·: AUI>IT DATE OF POSITION: 10 Jan Q2 

PURPOSE OF I•PUT: IIITIAL POSITIOI 

AUDIT TITLE AJID 10: 	 Draft Quick·Jleaction Report on DoD Procure..nt• Throu8h 
th• Tenn••••• Valley Authority 
<ProJect lo. 2CH·5003.0ll 

JtECOIOIEIDATIOI l.b: .. recommend that th• Director. D•f•n•• R•••arch and 

En&1n••rin8: Service Acqu1•ition Executive•: and the Director, Def•n•• 

Lo&1•t1c• A8ency. detera1n• the appropr1aten••• of tera1nat1n& or reducin8 

intera&ency order• where the Tenn••••• Valley Authority ha• only iaaued 

letter• of comaitaent to contractor• and enaure proper fund1n1 11 uaed on 

any contract• that are awarded. 


DLA COMMENTS: lot applicable. See Jleco111111endation I.a. 

DISPOSlTIOI: 
( ) Action ia on801n8. Estimated Completion Date: 
txl Action i• considered complete 

INTERNAL MANAGEMENT CONTROL WEAKNESSES: 
<x> 	 lonconcur. (Jlat1onale mu•t be documented and maintained •1th 

your copy or the reapon•• l 
< l 	 Concur: however. weakn••• i• not considered aaterial. <Rational• 

must be documented and 111a1nta1ned •ith your copy of the 
!'esponse. l 

< l 	 Concur: weakn••• i• matel'1al and will be reported in th• DLA 
Annual Statement of Asaurance. 

ACT!ON OFFICER: Frank Bokow•ki. DLA-LI. xU2115, 10 Jan 112 
PSE REVIEWIAPPJIOVAL: I08•r C. loy, As•i•tant D1!'ector, Off ice of Policy & 

Plan• <DLA·Ll. x4e271. 10 Jan 112 

DLA APPROVAL: Helen 	T. McCoy, Deputy Comptroller 
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MANAGEMENT COMMENTS: DEFENSE LOGISTICS AGENCY (Cont'd) 

TYPE 	 0, llEPORT. AUDIT DATI OF POSITION: 10 Jan 92 

PUllPOSE 0' IJPtTT: UIITU.L POSITIOll 

AUDIT TITLE AJID NO: 	 Dratt Qu1ek-leaet1on leport on DoD Proeureaent• Throulh 
\h• Tenn••••• Valley lu\hor1\y 
<ProJect Wo. 2CH·$003 01) 

llECOIOIENDATIOM l.e: W. reeoamend \hat th• Direc\or. Defen•• lle1eareh and 
Enc1neer1n1; Service Acqu111t1on lxeeut1ve1: and the Director, D•t•n•• 
Lo111t1e1 A1ency, prohibit placeaent of r•que1t• tor •uppl•..ntal work und•r 
•x11t1n1 1ntera1ency a1reeatnt1 it not properly approv•d by a DoD 

contract1n1 otf 1cer. 


DLA COMMENTS: Concur. W. will amend our policy dated 20 S•pteaber 1990 
re1ntorc1n1 the r•qu1r•m•nt tor approval of int•racency a1r••..nt1 and 
Ol"d•r• fol" contract •uppol"t. W• •1 l l 1pec1 ty that th• u•• of another DoD 
compon•nt'• a1r••m•nt r•qu1re1 compliance with th• F•daral Aequ1•1tlon 
Raculat1on and approval of fund• tl"an1!el" We w1ll codify the DLA policy 
letttl" and rev111on Into a DLA re1ulat1on Ba11c policy 11 in place. We 
will •mpha11z• and monitor compliance 

DISPOSITION. 
(1<) Action 11 on101n1 !1tiuted Completion Date: 30 Jun 92 
c ) Action 11 con11dered coapl•t• 

INTERNAL MANAGEIG:NT CONTROL WEAKNESSES: 
t ) Noneoncur <Rationale 111u1t be documented and maintained with 

your eopy of the re1pon1e ) 
CxJ 	 Concur: howevel", weakn••• 11 not eon11de!"td mat•l"1al CRat1onal• 

must be documented and maintained with you!" copy of the 
T'e1pon1• l 

< l 	 Concur: wtakn••• 11 material and •ill be repor~•d in the DLA 
Annual Statement of A11urance 

ACTION OFFICER: Frank Bokow1k1, DLA-LR. x4e211$, 10 Jan 112 
PSE REVIEW/APPROVAL: Rocer C. Roy, A1111tant D1rectoT', O!f1ee of Policy & 

Plans <Dl.A-l.l. x4en l. 10 Jan 112 

DLA APPROVAL. Helen 	T McCoy, Deputy Comptrollel" 
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MANAGEMENT COMMENTS: DEFENSE LOGISTICS AGENCY (Cont'd) 

TYPE 	 OF REPORT: AUDIT DATE OF POSITIOI: 10 Jan 92 

PURPOSE OF llPUT: lllTIAL POSITIOI 

AUDIT TlTLI AJID 10: 	 Draft Quick•React1on leport on DoD Procure..nte Throu&h 
th• Tenn••••• Valley Authority 
<ProJect lo. 2CH·5003.0ll 

liCOMMEIDATIOI l.e: We recommend that the Director, Defen•• l•••arch and 
ln&1neer1n&; Service Acquleit1on Executive•; and the Director, D•f•n•• 
Lo&1•t1c• A&ency, diecontlnu• the u•• of Military Interdepart..ntal Pureha•• 
lequeet• <DD Fora 448> and •l•ilar for .. to order •oode and ••rvicee fro• 
other Federal aaenc1e• and develop a fora that include• a eection to be 
completed by a contract1n& officer to document coapliance •1th th• Federal 
Acqu1•1t1on le&ulation and th• D•f•n•• Federal Acquieition le&ulation 
Supplement. 

DLA COMlaHTS: lonconcur A• oppo••d to •l1a1nat1n& Military 
Int•rdepart..ntal Purcha•• lequ••t. DoD •hould in1tiate action to clarify 
it• u•• and approval proc••• for intera1ency procure..nte in the Finance and 
Accountin1 Manual and other pertinent r•lulatione. 

DlSPOSlTlOI: 

r > Act1on 1• on&oin&. E•timated Completion Date: 

Cx> Action le con•1dered complete. 


INTERNAL MANAGEMENT CONTROL WEAKNESSES: 

ex> Honconcur. Clat1onale mu•t b• documented and maintained with 


your copy of the r••pon•e.l 

I l 	 Concur; however, ..akn••• 1• not con•idered material. <Rationale 

mu•t be docum•nted and ma1nta1ned with your copy of th• 
re•pon•e.) 

r > 	 Concur: ••&kn••• i• 111ater1al and •111 be reported 1n th• DLA 
Annual Statement of A••uranc• 

ACTION OFFICER: Carl Kerby, DLA·CXF. xte221. 30 Dec 91 
PSE lEVIEWIAPPIOVAL: Linda Walker, Ch1ef, Financial Sy•te111e & Control 

Divi•1on <DLA·CX>, xte221, 30 Dec 91 

DLA APPIOVAL: Helen 	T. McCoy, Deputy Comptroller 
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MANAGEMENT COMMENTS: DEFf!NSE LOGISTICS AGENCY (Cont'd) 

TYPE 	 Of IEPOIT: AUDIT DATJ OF POSITION: 10 Jan 92 

PURPOSE OF IIPU'l': 111TIAL POSITIOI 

AUDIT TITLE AllD 10: 	 Draft Qu1ck·leact1on Jeport on DoD Procure..nt• Tbroutb 
tbe Tenn••••• Yalley Authority 
<Pro1ect lo. 2CH·5003.0ll 

IECOMMENDATIOI 1.d: W. r•co..end that the Director, Defen•• le1earcb and 
En11neer1n&: Service Acqu111t1on !xecut1ve1: and tbe Director. Defen1• 
Loa11t1c1 Aaency, 1n1t1at• di1c1plinary action aaain•t proara• official• who 
exceeded tbe1r authority by plac1n1 interaa•ncy order• w1tb the Tenn••••• 
Valley Authority. 

DLA COMMEWTS: Nonconcur. DIMS acted on th• advice of Kelly AP'I to fund an 
order aaa1n1t an ex11t1n1 AF contract •1th TVA. Tbe proar•• official• acted 
1n • prudent ..nner to obtain th• required cert1f1cat1on for the bu1ld1na 
•1th1n th• required tia• fra... 

DISPOSITION: 
C > Action 11 onao1na E1tiaated Coaplet1on Date: 
Cx> Action 11 con•ld•r•d complete 

INT£RNAL MANAGEMENT CONTROL WEAKWESSES: 
CxJ Nonconcur Clational• au1t be documented and aa1nta1ned with 

your copy of th• r•1pon1• J 
C > 	 Concur: however, ..akn••• 11 not con11dered aater1al. <lationale 

au1t b• documented and 111o11nta1ned •1th your copy of the 
re1pon1e.> 

c l 	 Concur: weakn111 11 inater1al and •ill b• reported in the DLA 
Annual Statement of A11urance 

ACTION OFFICER: Frank lokow1k1. DLA·Ll. x4e295. 10 Jan 92 
PSE REVIEW/APPROVAL: lo11r C. Roy, A1111tant Director, Off1c1 of Policy & 

Plan1 CDLA·LJ. x4e271. 10 Jan 92 

DLA APPROVAL: Helen 	T. McCoy. Deputy Comptroller 
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