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Executive Summary 


Introduction. At the request of the then Deputy Secretary of Defense, we performed 
the evaluation to determine whether any consolidation opportunities exist for the 
Defense Contract Audit Agency and the Defense Contract Management Command. 
The request was made as a followup to the Commission on Roles and Missions study 
recommendation to consolidate those agencies. 

During the evaluation, we observed that increased efficiencies, staff reductions, and 
cost avoidances were possible if contract administration services responsibilities of 
several major DoD contracting activities were transferred to the Defense Contract 
Management Command. We conducted this evaluation to determine whether those 
activities should delegate the responsibility for contract administration services to the 
Defense Contract Management Command. 

Evaluation Objective. The objective of this evaluation was to determine whether the 
Defense Contract Management Command should be delegated the contract 
administration responsibilities retained by various DoD contracting activities. Because 
of the number of activities to be studied, we limited this initial evaluation to the three 
believed to have the greatest potential or need for consolidation, the U.S. Army 
Ammunition Plants; the Office of Naval Research; and the U.S. ~avy Supervisor of 
Shipbuilding, Conversion and Repair. We will evaluate two remaining activities, the 
U.S. Army Corps of Engineers and the Naval Facilities Engineering Command, at a 
later date. 

Evaluation Results. The Defense Contract Management Command is capable of 
performing the contract administration functions of the Army Ammunition Plants, the 
Office of Naval Research, and the Supervisor of Shipbuilding. Delegation of contract 
administration to the Defense Contract Management Command can improve the overall 
efficiency and effectiveness of the administration of DoD contracts. 

The economies of scale and consistent application of acquisition regulations envisioned 
with the establishment of a single DoD contract administration organization, the 
Defense Contract Management Command, have not been fully achieved due to the 
retention of contract administration responsibility by the Army and Navy. Those 
benefits, one contract administration face to the contracting community, and 
elimination of duplicate regulations and management structures, should significantly 
improve the efficiency of DoD contract administration operations. 

Summary of Recommendations. We recommend that the Under Secretary of Defense 
for Acquisition and Technology charter a joint executive-level review of the cost 
effectiveness of consolidating contract administration. The review members should 



include representatives from the Office of the Secretary of Defense; Office of the 
Inspector General, DoD; Army; Navy; Air Force; and Defense Contract Management 
Command. 

Management Comments. The Acting Deputy Under Secretary of Defense 
(Acquisition Reform) nonconcurred with our draft report recommendation to eliminate 
the Defense Acquisition Regulation Supplement 242.203(a)(i)(B), which authorizes all 
DoD Components, not just the Office of Naval Research, to retain contract 
administration for research and development with universities. Prior to the elimination 
of that provision, an evaluation should be conducted to examine how all DoD 
Components conduct administration of their contracts for research and development 
with universities. 

The Acting Deputy Under Secretary also nonconcurred with the recommendations to 
transfer contract administration responsibilities for the U.S. Army Ammunition Plants; 
the Office of Naval Research; and the U.S. Navy Supervisor of Shipbuilding, 
Conversion and Repair to the Defense Contract Management Command. She 
commented that the evaluation lacks supporting analysis and a critical examination to 
substantiate that the transfers would be beneficial. Only after completion of such an 
analysis can a decision be made on the recommended transfers. 

The Army and Navy nonconcurred with the recommendations, emphasazing that they 
run counter to previous study results on the appropriateness of the transfers. The Army 
also stated that before implementing the transfers, the issues should be jointly studied 
agam. 

The Defense Logistics Agency acknowledged that "CAS function consolidations have 
historically proven to save costs" but recommended that a full cost-benefit analysis be 
performed before a decision is made. 

Part I summarizes the management comments on the recommendations, and Part III 
contains the complete texts of those comments. 

Evaluation Response. Our evaluation focused on the need for independence in 
contract administration, consistent application of policy, and potential economies of 
scale inherent in consolidating contract administration. We did not attempt to 
determine the cost savings of such consolidation. The estimated amount of savings that 
will accrue from consolidation is dependent on the assumptions used and we believe 
management is in the best position to determine the cost impact. Because of 
management comments, we deleted the recommendation to eliminate the Defense 
Acquisition Regulation Supplement 242.203(a)(i)(B). The appropriateness of the 
provision should be reexamined if additional analyses result in a decision that the 
Office of Naval Research grant and contract administration responsibilities should be 
transferred to the Defense Contract Management Command. 

Also, we deleted the draft report recommendations regarding transfer of additional 
contract administration responsibilities to the Defense Contract Management Command. 
We agree that a full analysis of the recommended changes will lend substantial 
credibility to implementation of the recommendations and have revised the report 
accordingly. 

We request that the Office of the Under Secretary of Defense for Acquisition and 
Technology comment on the final report recommendation by March 16, 1997. 
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Part I - Evaluation Results 




Background 

The then Deputy Secretary of Defense organized and chaired a Senior Advisory 
Group to monitor the actions taken on all recommendations made by the 
Commission on Roles and Missions of the Armed Forces. At an October 27, 
1995, meeting of the group, the then Deputy Secretary requested that the 
Inspector General, DoD, identify potential process and reengineering options 
that would lead to Defense Contract Audit Agency (DCAA) and Defense 
Contract Management Command (DCMC) consolidation opportunities, staff 
reductions, and cost avoidances. 

During our DCAA/DCMC consolidation opportunities evaluation, we 
determined that the potential for staff reductions, cost avoidances, and 
consolidation opportunities was also present in related areas. Contract 
administration services (CAS) processes and the evaluation of contractor price 
proposals are areas in which improvements or streamlining could result in cost 
avoidances by the DoD. Also, we observed that past studies had considered the 
potential for increased efficiencies, related staff reductions, and cost avoidances 
associated with the transfer to the DCMC of the CAS responsibilities of several 
major DoD contracting activities. 

The DCMC was established in 1990 under the Defense Logistics Agency (DLA) 
to consolidate all DoD on-site contract administration into a single DoD agency. 
It is responsible for providing worldwide CAS to its customers and satisfies this 
responsibility by use of a process-oriented system. The system involves use of 
teams that cross business, functional, and technical boundaries. The teams 
provide for a seamless approach that enables them to continually select, analyze, 
and improve CAS processes. The CAS policies and procedures that support the 
DCMC implementation of uniform, DoD-wide CAS are in DLA Directive 
5000.4, "Contract Management," March 6, 1995, which is aptly referred to as 
the "One Book." The establishment of the DCMC has generally allowed the 
DoD to present one face to industry in the contract administration arena. 

Objectives 

The objectives of the evaluation were to determine whether the DCMC is able 
to perform the CAS of several major DoD organizations and whether transfer of 
those responsibilities to the DCMC is appropriate and beneficial. These 
objectives fall within the purview of the request made by the then Deputy 
Secretary of Defense to determine whether opportunities exist for process 
improvement in the DCMC mission, operation, and organizational structure. 
See Appendix A for a discussion of our scope and methodology. 
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Delegation of DoD Contract 
Administration Services to the Defense 
Contract Management Command 
The Army Ammunition Plants (AAP); the Office of Naval Research 
(ONR); and the U.S. Navy Supervisor of Shipbuilding, Conversion and 
Repair (SUPSHIP), with the assistance of their headquarters offices, 
currently retain CAS responsibilities, even though the DCMC can 
provide those services. This condition exists because prior studies of the 
SUPSHIP and AAP concluded that it was more economical and provided 
greater control not to separate contract administration functions from the 
overall operations of the organizations. Also, the ONR had specialized 
skills not available within the DCMC. By retaining CAS responsibilities 
rather than delegating them to the DCMC, the DoD is not able to 
achieve the economies of scale, consistent application of contract 
administration policies, or independence of the contract administration 
function envisioned by the establishment of DCMC as a single DoD 
contract administration organization. The arguments against delegation 
of CAS responsibilities to the DCMC are similar to those used at the 
time of formation of the DCAA in 1965. Presently, DCAA provides 
DoD contracting officers with all contract audit and financial advisory 
services. The success DCAA has had in this role could be similarly 
achieved by the DCMC. 

Establishment of the DCMC to Consolidate DoD Contract 
Administration 

Consolidation of DoD Contract Administration Services. The Deputy 
Secretary of Defense approved the Defense Management Review Decision 
(DMRD) 916, "Streamlining Contract Management," in 1989 to establish the 
DCMC within the DLA. At that time, the DLA was already incurring about 
three-quarters of the costs of DoD CAS, with the Military Departments 
incurring the remainder at various contractor plants. The DCMC began 
operations in 1990 with the objective to consolidate all on-site CAS at 
contractors' plants in a centralized organization to realize the economies of scale 
associated with consolidation. Responsibility assigned to the DCMC included 
providing worldwide CAS to support the Military Departments; other DoD 
Components; Federal civil agencies; and when authorized, foreign governments 
and others. 

The goals of the DMRD 916 were to: 

o consolidate all contract administration support functions under one 
DoD organization, 
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Management Command 

o streamline by reducing organizational layers and personnel in the CAS 
system, 

o implement uniform CAS policy and procedures, 

o present a single face to industry, 

o upgrade the quality and professionalism of the CAS workforce, 

o reduce overhead and payroll costs associated with contract 
administration, and 

o preserve regulatory division between the responsibilities of the 
administrative contracting officer and the procuring contracting officer. 

Those goals were designed to resolve various problems that had been identified 
within the contract administration structure. The problems concerned the use of 
different procedures for managing and administering contracts, the different 
contract administration organizations being presented to industry, a lack of 
adequate emphasis on professionalism in the contract administration arena, and 
inadequate attention being placed on contract administration that could be 
remedied by establishing a single activity in a single agency. Concerns with the 
need to reassess the numbers of Government officials present in contractor 
facilities and to improve management controls in contract administration were 
also considered. 

When the DCMC was established as the centralized DoD contract 
administration agency, five major organizations were not included in the 
consolidation and retained their own CAS: the U.S. Army Corps of Engineers, 
the Naval Facility Engineering Command, the AAP, the ONR, and the 
SUPSHIP. At the time the DCMC was established, the AAP and SUPSHIP 
were to be reviewed for possible transfer to the DCMC within a year of its 
establishment. Subsequent studies were made of those organizations and are 
discussed in Appendix B. We limited our evaluation to the AAP, the ONR, and 
the SUPSHIP because we believe that those organizations have the greatest 
potential or need for consolidation. We will evaluate the U.S. Army Corps of 
Engineers and the Naval Facilities Engineering Command at a later date. 

The Transfer of CAS to the DCMC 

The changes in DoD since the formation of DCMC in 1990, including 
significant downsizing, have invalidated the conclusions of previous studies that 
retention of CAS responsibility by certain Army and Navy activities is efficient 
and effective. We determined that the DCMC is capable of performing the 
CAS responsibilities currently being conducted by the AAP, ONR, and 
SUP SHIP, and those organizations concurred with that conclusion. We 
reviewed the various reasons presented in prior studies and currently offered by 
those organizations to justify their retention of CAS responsibilities. We 
questioned the validity of some of the reasons and concluded that even the valid 
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reasons do not justify having CAS performed by other than the DCMC. The 
DCMC was established to provide DoD-wide CAS and should conduct all DoD 
CAS unless it is determined that DCMC is not capable of or is inefficient in 
performing the required services. Additionally, we identified the following 
reasons that support the transfer of CAS from AAP, ONR, and SUPSHIP to the 
DCMC. 

o The economies of scale initially envisioned with the establishment of 
the DCMC can be fully realized only if all DoD CAS is delegated to that 
organization. 

o The benefits of such consolidation are illustrated by the success of the 
1965 reorganization of the DoD contract audit function under a single 
organization, the DCAA. The DCAA has provided a single face to industry and 
uniformity in audit policy throughout DoD. The establishment of the DCAA 
eliminated the inefficiency of duplicate infrastructures maintained by the 
Military Departments to manage audits and formulate policy. 

o Greater independence and consistency in settling contract 
disagreements, disputes, and audit issues would be ensured. The intertwining of 
program officials with contracting officers who perform both procurement and 
contract administration functions is not consistent with the DMRD 916 goal of 
preserving regulatory division between the responsibilities of the administrative 
contracting officer and the procuring contracting officer. Consequently, 
contracting officer decisions are not made independently and, therefore, are not 
necessarily in the best interests of the Government. The delegation of CAS to 
the DCMC would provide the environment needed to ensure that adequate 
contracting officer independence is achieved. Too often the procuring Military 
Department is closely tied to the contractor providing the product or service, 
resulting in a loss of perspective in financial dealings with the contractor. 

o The DCMC personnel are dedicated solely to CAS, whereas many 
AAP and SUPSHIP personnel perform CAS as only one of their duties. The 
DCMC representatives are generally better trained and more efficient and 
effective in the area of CAS because of their total dedication to the singular 
mission of the CAS function. The DCMC staff has specialized in the various 
CAS functions and, therefore, is generally more efficient due to such 
specialization. 

o The DCMC presents a single contract administration face to industry. 
The use of one DoD-wide, CAS organization promotes uniformity and 
consistency in ongoing communications with contractors and resolution of 
problem areas. The uniformity of policy through use of the DCMC One Book 
enhances consistency with the contractor community. 

o The DCMC initially employed about 24,000 employees who were 
located in about 140 offices within its 9 districts. FY 1997 end of the year 
DCMC staffing is programmed at 14,489, a 40 percent reduction to the 1990 
baseline. Further reductions, to 12,402, are programmed by FY 2003, and the 
Quadrennial Defense Review is expected to result in even further staffing 
reductions. Also as part of its downsizing actions, the DCMC disestablished 7 
of its 9 districts, established an international district, and decreased its contract 
administration offices from 140 to 81. In 1996, Program Decision 
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Memorandum II allowed the DCMC to slow its decline in staffing levels to help 
offset the addition of new workload. That work included administering 
contracts at privatized depot maintenance facilities and fulfilling the role as the 
DoD leader in implementing acquisition reforms. Also, the Military 
Departments had come to rely on DCMC for the workload that they used to 
perform in-house, and entire functions were sometimes transferred to the 
DCMC without any additional staffing or funding. These experiences should 
significantly contribute to the DCMC ability to readily meet the challenges 
associated with absorbing the CAS responsibilities currently retained by the 
AAP, ONR, and SUPSHIP. 

o The existence of a single, consolidated CAS agency for all of DoD 
will facilitate and expedite the implementation of the many acquisition reforms 
planned and in process throughout the DoD. The DCMC is the lead 
organization for many acquisition reforms and initiatives, including the Single 
Process Initiative, Early CAS, Earned Value Management, and Software 
Surveillance. 

o Further consolidation of CAS within the DCMC will facilitate 
ongoing standardization and centralization of contract payment processes. The 
Defense Finance and Accounting Service would have to resolve only the 
operational and policy issues of one organization. The consolidation would 
similarly facilitate Electronic Commerce and Electronic Data Interchange 
initiatives. 

o The DoD CAS regulations will be streamlined and reduced. Each 
organization reviewed has developed its own CAS regulations or guidelines that 
would be eliminated with the transfer of CAS to the DCMC. The U.S. Army 
Industrial Operations Command, headquarters for the AAP, issued its own 
Supplement to the Federal Acquisition Regulation that addresses several CAS 
requirements. The ONR developed various grant and contract administration 
guides that address voucher processing, property administration, contractor 
purchasing system reviews, indirect cost negotiations, and grant and contract 
closeouts. The Naval Sea Systems Command, headquarters for the SUPSHIP, 
maintains a voluminous SUPSHIP operations manual for use by contract and 
technical personnel as a guide for field administration of contracts for ships and 
boats and as a contract administration tool for naval ship repair work in private 
contractors' plants. 

Procedures for Delegating CAS to the DCMC. When delegations of CAS are 
made to the DCMC, discussions between the contracting office and the DCMC 
are usually held to determine which functions are to be delegated. The CAS 
delegations are made in accordance with the Federal Acquisition Regulation 
Subpart 42.2, "Assignment of Contract Administration," and Subpart 42.3, 
"Contract Administration Office Functions," and the Defense Federal 
Acquisition Regulation Supplement Subpart 242.2, "Assignment of Contract 
Administration." After agreement is reached, the specific functions being 
delegated are formalized in writing to prevent duplication of effort by the 
parties. The delegation decisions consider the flexibility provided by the 
Federal Acquisition Regulation and the Defense Federal Acquisition Regulation 
Supplement, the current workload and staffing of each of the organizations, and 
the confidence the delegating office placed in the DCMC office. The 
regulations provide sufficient flexibility to permit the Army and the Navy to 
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tailor the delegation of CAS responsibilities to the DCMC while ensuring that 
the Anny and Navy maintain sufficient control to operate efficiently and to 
effectively meet their mission requirements. 

The U.S. Army Industrial Operations Command-Army 
Ammunition Plants 

Mission of the U.S. Army Industrial Operations Command and the Army 
Ammunition Plants. In 1975, the Secretary of the Anny was designated the 
Single Manager for Conventional Ammunition. That mission is currently 
satisfied by the U.S. Anny Industrial Operations Command (IOC), a major 
subordinate command of the Anny Materiel Command, Alexandria, Virginia. 
The IOC employs about 24,000 civilians and has installations and activities in 
25 states and overseas. It is responsible for producing quality munitions and 
large caliber weapons and for providing a full range of maintenance services for 
modern weapons. 

The IOC headquarters is staffed with technical specialists in areas such as 
acquisition, engineering, environment, quality assurance, logistics management, 
property control, safety, and security. The headquarters office maintains three 
procurement divisions: the Ammunition Procurement Division, the 
Environmental Procurement Division, and the Government-Owned, Contractor­
Operated/Facility Division. 

The Ammunition Procurement Division is responsible for acquisition of 
ammunition to be manufactured by commercial contractors. Contractors that 
were awarded some of the larger contracts include Martin Electronics; Alliant 
Techsystems; Bulova Technologies, Inc.; and Olin Corporation. The 
Ammunition Procurement Division is composed of three branches and an 
integrated product team that was established for 120 millimeter tank 
ammunition. Routine contract administration for the IOC commercial contracts 
and the tank ammunition contract is consistently delegated to the DCMC. The 
IOC retains functions related to technical changes and review as well as all 
actions that involve funding and legal issues. 

The Environmental Procurement Division is responsible for awarding and 
administering the contracts required in implementation of the DoD Chemical 
Demilitarization Program. The program involves constructing buildings, 
equipping the buildings with necessary chemical weapons destruction 
equipment, destroying the chemical weapons, and destroying the buildings 
themselves. The program is expected to last as long as 10 years and is currently 
planned to involve nine sites. 

Responsibility for the construction of the buildings and contract administration 
during the construction phase is assigned to the U.S. Anny Corps of Engineers. 
Once construction is completed, contract administration responsibility for the 
remaining parts of the contracts is retained by the IOC, which believes that CAS 
retention is necessary to maintain continuity and consistency for this sensitive, 
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long-range program. The Environmental Procurement Division also contracts 
for site clean-up requirements. Contract adniinistration for the clean-up 
contracts is routinely delegated to the DCMC. 

The Government-Owned, Contractor-Operated/Facilities Division is responsible 
for directing, managing, and controlling the contract planning, executing, and 
administering for the entire Government-Owned, Contractor-Operated AAP 
complex. There are 7 active and 14 inactive AAP. Civilian personnel 
employed at the AAP totaled 254, and military personnel totaled 21. 
Appendix C lists the specific AAP sites and the personnel assigned to each site. 
The AAP are staffed with a variety of specialists similar to those working at 
IOC headquarters, with no duplication of effort, however, because the roles of 
the AAP specialists and IOC specialists are quite different. The AAP specialists 
are involved in the day-to-day, on-site review of contractor operations. The 
IOC retains those CAS that involve resolution of audit and technical issues, 
funding, or the need for legal input. Other than the limited CAS functions 
noted, the IOC headquarters personnel are not involved with overseeing contract 
performance. They are primarily involved with acquisition responsibilities and 
IOC-wide issues, such as planning future ammunition requirements and 
reviewing current processes in their specialties to identify areas requiring 
improvement. 

Army's Reasons for Retaining CAS. The AAP study conducted during 1990 
and Army comments made during this evaluation addressed various reasons for 
the Army's retention of CAS responsibilities at the AAP. The following 
reasons were considered most significant. The Army achieved the 25-percent 
AAP staff reduction envisioned with transfer of CAS to the DCMC before a 
decision was made on retaining or delegating CAS to DCMC. Second, safety, 
environmental, and security issues present a significant potential threat, which 
the Army believes are best addressed by the Army's centralized ammunition 
management personnel. Further, non-CAS functions comprise more than half 
the AAP workload, and CAS and non-CAS functions are not easily separated. 
Lastly, the Army believes that transfer of AAP CAS to the DCMC would 
increase overall staffing requirements. 

During the earlier AAP study, the IOC obtained estimates from AAP personnel 
in various positions regarding functions performed and time spent on those 
functions. That information was used to estima,te typical percentages of CAS 
and non-CAS functions performed at the AAP. The AAP personnel said that 
CAS functions comprise about 50 percent of their total AAP efforts. 

The AAP absorbed the 25-percent staff reduction, even before completion of the 
earlier study, and this action was a significant factor in the study 
recommendation and the Army decision to retain CAS at the AAP. However, 
that action has no effect on our current evaluation, which shows that AAP 
closures and further downsizing have reduced the AAP resource level from 
about 700 during the previous study to a current level of about 250. 

The contractors and subcontractors, not AAP personnel, are responsible for 
implementing safety, environmental, and security requirements at the AAP. 
The role of the AAP personnel is generally to ensure that those requirements are 
adequately implemented by contractor or subcontractor personnel. The DCMC 
routinely provides those types of CAS services in contracts that it administers 
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and is able to perform the necessary CAS functions in those areas at the AAP. 
The DCMC can draw on a large pool of specialists and bring necessary 
resources to prevent potential problem areas. 

Many AAP personnel perform both CAS and non-CAS functions. The prior 
AAP study concluded that separating the CAS functions and assigning them to 
the DCMC would increase overall DoD staffing. However, the additional 
staffing determination assumed that overlapping or duplicating functions by 
Army and DCMC personnel would occur if AAP CAS were transferred to the 
DCMC. A detailed personnel staffing assessment was not made. The report on 
the prior AAP study states, "In the event that AAP CAS is transferred to 
DCMC, actual resource and personnel transfers would need to be further 
studied and negotiated. " 

Overlapping or duplicating of effort will not necessarily occur if the DCMC is 
delegated AAP CAS. In fact, the objective of the consolidation is to avoid the 
present situation of multiple organizations providing CAS. There is obvious 
duplication in the present arrangement that cannot be avoided while 
consolidation, if properly implemented, can ensure an efficient and effective use 
of resources. Some of the AAP CAS requirements may be satisfied on a mobile 
basis rather than a resident basis simply because of the large number and 
dispersal of DCMC offices. Moreover, the DCMC has centralized some CAS 
specialties, such as insurance and pension and electronic data processing 
reviews, and those services would be available to the AAP on a mobile basis. 

Improved Efficiency Through CAS Delegation. In addition to the overriding 
reasons cited earlier for delegating all DoD CAS to the DCMC, several specific 
reasons support transfer of CAS from the AAP to the DCMC. 

o The DCMC has the capability to perform the CAS effectively. The 
prior AAP study acknowledged that the DCMC is able to perform CAS for the 
AAP, without loss in coverage or service. 

o The DCMC also currently has the capability to provide several 
services, which the AAP considered to be non-CAS and unique to the AAP. 
Representatives of the DCMC stated that they routinely employ personnel who 
perform functions involved with security, safety, traffic management, 
engineering, and ammunition quality control. 

o Representatives of the DCMC indicated that they may be able to 
satisfy many of the required CAS on a nonresident basis by use of their existing 
field offices. Therefore, economies could be realized through staff reductions 
by transferring CAS to the DCMC. 

U.S. Navy Office of Naval Research 

Office of Naval Research Mission and Composition. The mission of the 
ONR is to provide leadership to the Navy's research program and management 
and direction for all research, development, test, and evaluation conducted by 
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the ONR. Also, the ONR is responsible for providing overall management and 
direction to the Navy's Patent Program, controlling the Navy Research 
Development and Evaluation budget, acting as the Navy focal point for 
worldwide research information, and conducting the contract management 
program at educational institutions in support of all Federal agencies. 

Regarding contract management, the ONR is responsible for conducting grant 
and contract administration services (G&CAS) for its own grants and contracts 
and those awarded to educational institutions by the Army, Navy, Air Force, 
National Aeronautics and Space Administration, Department of Energy, and 
other Federal agencies. The ONR currently performs those administration 
functions because over the years, it developed a unique expertise in dealing with 
educational institutions and non-profit organizations. 

The ONR carries out its G&CAS responsibilities through its University Business 
Affairs Division established solely for that purpose. The division employs 
about 76 field personnel situated in 5 regional offices and several small branch 
offices. The field office staffs consist primarily of contract administrators, 
grant specialists, procurement technicians, and administrative support personnel. 
Also, 9 University Business Affairs personnel are at the headquarters office in 
Ballston, Virginia. A list of the personnel assigned to each of the offices is in 
Appendix D. Five headquarters employees negotiate indirect cost rates for 
educational institutions and non-profit organizations. The remaining 
headquarters employees manage the field offices. 

ONR Retention of G&CAS. The ONR believes that it should retain G&CAS 
for grants and contracts awarded to educational institutions and non-profit 
organizations because ONR personnel are knowledgeable of the regulations 
developed specifically for those entities; ONR personnel know the systems those 
institutions and organizations maintain; all ONR efforts deal with educational 
institutions and non-profit organizations, and ONR believes its customers are 
satisfied with its work. 

Those reasons were the basis for ONR conducting G&CAS even after the 
DCMC was established as a single DoD contract administration organization. 
This authority for conducting G&CAS is formally recognized in the Defense 
Federal Acquisition Regulation Supplement 242.203 (a)(i)(B) in which 
allowance is made for DoD activities to continue to administer contracts for 
research and development with universities. Nevertheless, our evaluation 
showed that streamlining and downsizing actions have changed the way in 
which the ONR provides G&CAS. The unique expertise arguments of the past 
are no longer pertinent. 

The ONR no longer maintains on-site offices at the institutions and 
organizations that it serves. Most of its efforts are spent in performing non­
complex, routine tasks, such as processing payment requests, closing grants and 
contracts, and performing occasional purchasing system and property control 
reviews of universities. The DCMC routinely performs all of these functions. 

Efficiencies in Delegating G&CAS. What follows are other reasons that 
support the transfer of CAS from the ONR to the DCMC. 
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o Representatives of the ONR acknowledged that the DCMC could 
perform the G&CAS being performed by the ONR. They are concerned, 
however, about the time required for the DCMC to become knowledgeable of 
operations of educational institutions and non-profit organizations and that when 
overall workload is particularly heavy, those entities might receive inadequate 
attention. 

o The purchasing system reviews conducted by the ONR should 
decrease significantly due to the review requirement threshold revision from $10 
to $25 million. Moreover, those reviews often duplicate coverage of 
universities by independent public accountant audits performed in accordance 
with the Office of Management and Budget Circular A-133, "Audits of 
Institutions of Higher Education and Other Non-Profit Institutions." Circular 
A-133 audits are required to cover the universities' purchasing and property 
control systems. 

o The ONR does not maintain an on-site presence at the institutions and 
organizations over which it has G&CAS cognizance. It operates from five 
regional offices and several small branch offices. The DCMC maintains about 
80 major CAS offices and various operating locations within those offices, 
which are dispersed throughout the United States. As a result of DCMC 
maintaining significantly more field offices than ONR, the DCMC should be 
able to reduce travel costs and review time in the performance of field reviews 
of the institutions over which the ONR presently has CAS cognizance. 

o The DCMC would likely streamline the G&CAS currently being 
conducted by the ONR. Of particular concern are the areas in which the ONR 
regional offices seem to expend most of their time such as processing payment 
requests and closing grants and contracts awarded to many low-risk educational 
institutions and non-profit organizations. Further, reliance on grantee and 
contractor systems and Defense Finance and Accounting Service review efforts 
should substantially reduce the time currently spent for the payment request 
review function. 

The ONR personnel do not perform any unique non-CAS functions. The ONR 
has established regional offices and a headquarters staff that are solely dedicated 
to G&CAS. This structure allows a ready determination of the numbers of 
people conducting G&CAS functions and should facilitate the determination of 
DCMC staffing requirements. 

The U.S. Navy Supervisor of Shipbuilding, Conversion and 
Repair 

Supervisor of Shipbuilding, Conversion and Repair Mission. The SUPSHIP 
has a two-fold mission: to be the technical, business, and contractual on-site 
agent for the Naval Sea Systems Command and to be the DoD Designated 
Contract Administrator for shipbuilding and ship repair contracts. The Navy 
requires real-time technical, programmatic, and contractual responsiveness in 
shipbuilding and ship repair to accommodate emergent fleet requirements, 
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growth, new work, changes, safety, environmental issues, and integrated 
logistics support to ensure fleet readiness. Therefore, during 1996, the Navy 
maintained 12 SUPSHIP offices that employed about 2,400 civilians. A list of 
the SUPSHIP staffing assigned to each of the offices is in Appendix E. The 
staffing is expected to be further reduced to 9 SUPSHIP and 2,300 employees 
during 1997. 

The SUPSHIP performs one-stop services for its customers. It is involved with 
planning requirements; contracting; contract administration; technical, logistics, 
and crew support; and testing and sea trials. These functions are much broader 
than CAS, which are estimated to comprise about 40 percent of the SUP SHIP 
functions. The Navy believes the SUPSHIP integrated CAS and non-CAS 
operation is efficient and effective. 

Navy Justification for Retaining SUPSHIP CAS. The earlier SUPSHIP 
studies concluded and the current position of the Navy is that the Navy should 
retain SUPSHIP CAS for several reasons. The most significant reasons are that 
the SUPSHIP consists primarily of field technical and engineering activities 
with CAS functions representing only about 40 percent of the total SUPSHIP 
operations; the same personnel often accomplish CAS and non-CAS functions, 
and separation of the functions would not result in a more cost-effective or 
operationally responsive organization; and significant risk to successful mission 
performance for both CAS and non-CAS functions would result if SUPSHIP 
responsibilities were divided. 

After reviewing the SUPSHIP offices, we concluded that the 40-percent CAS 
estimate is reasonable. However, we question the conclusion resulting from the 
prior studies that separation of CAS functions from SUPSHIP personnel would 
not result in a more cost-effective organization. That conclusion was a 
judgmental determination based on the premise that separating the CAS and 
non-CAS functions from the individuals now performing those functions would 
be difficult and would probably result in duplicating or overlapping effort. The 
Navy and DCMC team members who participated in the studies discussed in 
detail each function performed by the SUPSHIP and designated those functions 
as CAS, delegable CAS, or non-CAS. Supporting analysis showed that the 
study team members could not always agree which designations were proper. 
In fact, the 1992 report on the SUPSHIP study stated, "Should a decision be 
made to transfer SUPSHIP CAS to DCMC, a detailed site-by-site resource and 
workload assessment must be performed." We agree that further analysis would 
be required. Successful performance of both CAS and non-CAS functions 
would not be impeded if SUPSHIP responsibilities were divided. The DCMC 
has been administering major contracts throughout the DoD without negatively 
affecting mission performance and often with on-site program manager 
representatives. 

Potential for Delegation of SUPSHIP CAS. We visited six SUPSHIP offices 
to evaluate their operations and missions. We also visited several types of 
DCMC CAS offices: a large resident office, the DCMC Aircraft Program 
Management Office, and the DCMC field office that administers the Military 
Sealift Command operational contracts. Representatives of the DCMC said that 
those offices were performing CAS functions similar to the normal CAS 
functions the SUPSHIP offices conducted. 
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The resident DCMC office is organized into three primary groups: the 
Technical Assessment Group, Management Support Group, and Operations . 
Group. The Technical Assessment Group consists mainly of a 19-person 
Business Finance Team involved with overseeing contractor safety procedures, 
conducting contractor purchasing system and property control reviews, and 
negotiating forward pricing and final overhead rates. The Management Support 
Group is a 10-person office that provides budget, automation, and travel 
support. The Operations Group of about 60 personnel is organized around 
major program customers. This group employs administrative contracting 
officers, contract specialists, cost/price analysts, engineers, management 
analysts, and quality assurance specialists. The group works closely with its 
program offices, with the largest program employing about 60 on-site 
personnel. 

While the DCMC has had limited involvement with shipbuilding (see the 
discussion below on DCMC administration responsibilities regarding several 
Military Sealift Command ships), it could readily assimilate the knowledge and 
expertise needed to address the unique CAS complexities of the shipbuilding 
industry. The DCMC employees had to become familiar with similar 
complexities when administering contracts for building aircraft and satellites. 
Personnel believe that those types of contracts are at least as complicated as 
shipbuilding and similarly involve substantial funding. Not only did the DCMC 
representatives indicate that they could perform the contract administration 
required for the SUPSHIP, but they also emphasized that one current DCMC 
initiative is increased involvement with its customers and use of the flexibility 
available within the acquisition regulations to provide as many services to its 
customers as practicable. 

The DCMC established the Aircraft Plant Maintenance Office in February 1988 
for a 3-year test. It became a contract administration office in December 1992 
and today operates as an informal center of excellence within the DCMC for 
aircraft maintenance contracts. The Aircraft Plant Maintenance Office has a 
headquarters office in Marietta, Georgia, and 12 field offices. About 95 people 
provide acquisition and business strategy support and administration to DoD 
customers for aircraft overhaul, maintenance, repair, modification, and logistics 
support contracts. Similar to the SUPSHIP, the aircraft plant maintenance 
offices deal with a unique, mission-critical, high-dollar value product that needs 
continuing technical support and focus on timely delivery. The primary 
difference between the SUPSHIP and these aircraft maintenance offices is the 
greater reliance that the Aircraft Plant Maintenance Office places on contractor 
systems and contract terms and conditions to ensure that contractors adequately 
perform. The DCMC emphasizes more of an oversight approach to CAS and 
holds the contractor responsible for complying with the contract requirements. 

The DCMC office that conducts some contract administration for the Military 
Sealift Command is located at the Pica tinny Arsenal. That office is 
administering a contract that the Naval Sea Systems Command awarded for 
delivery of five newly converted large, medium speed, roll on/roll off ships to 
the Military Sealift Command. The ships are Government-owned, civilian­
operated vessels that conduct strategic airlift for the U.S. Army. The Military 
Sealift Command and the DCMC entered into a memorandum of agreement that 
defines the functions and responsibilities of each organization with respect to 
administering the contract. On October 13, 1995, the Military Sealift 
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Command issued a letter of delegation assigning CAS responsibility to the 
DCMC. The DCMC hired five technical people to support this contract, and its 
representatives stated that this contract is the first of its type that has been 
delegated to DCMC for contract administration. 

From reviews of the DCMC offices discussed above, we determined that the 
DCMC is able to conduct the types of CAS the SUPSHIP provides. Our 
reviews and discussions with DCMC headquarters representatives convinced us 
that the SUPSHIP CAS requirements are not unique when compared to those of 
other major DoD organizations whose contracts the DCMC administers. 

Several other specific reasons support transfer of the SUPSHIP CAS function to 
the DCMC. 

o The prior studies concluded and we concur that SUPSHIP CAS 
functions can be separated from non-CAS functions. 

o The DCMC already performs complex CAS functions for DoD, 
including functions similar to those that would be expected with transfer of 
SUPSHIP CAS to the DCMC. Therefore, a transfer would not pose any 
insurmountable problems provided adequate resources were transferred with the 
delegation authority. 

o Several large DCMC offices are presently assigned CAS 
responsibilities and are collocated with large program office staffs, a condition 
that would exist with the transfer of SUPSHIP CAS to the DCMC. 

According to DCMC representatives regarding several CAS functions being 
performed by the SUPSHIP, the SUPSHIP offices may be doing more than 
what would be required of an independent CAS office. For example, the 
SUPSHIP has personnel assigned to functions, such as ordering, tracking, and 
receiving selective materials for the construction and repair of Navy ships. The 
DCMC representatives said that those types of functions are normally contract 
requirements in the contracts that DCMC administers. Also, the SUPSHIP was 
performing extensive reviews of engineering drawings. The DCMC 
representatives also indicated that the DCMC CAS policies emphasize the need 
to conduct limited engineering drawing reviews and to concentrate on the 
adequacy of the contractor's system, which emphasizes reliance on the 
contractor to provide the services. A fresh look at the SUPSHIP CAS 
requirements by the DCMC would potentially further streamline CAS functions 
that the SUPSHIP presently conducts. 

Contracting Officer Independence. Because of the strong management roles 
taken by the IOC over the AAP and by the Naval Sea Systems Command over 
the SUPSHIP, there is potential for influence on contracting officer decisions 
and associated contract performance. 

A key element of independence is freedom from personal and organizational 
impairments. Administrative contracting officers must be independent of the 
contractors they have cognizance over and the customers to whom they provide 
services. The IOC and the Naval Sea Systems Command are major commands 
heavily involved with buying responsibilities, while also being responsible for 
some specific contract administration functions and for overseeing on-site 
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contract administration. In our opinion, there is an inherent potential conflict of 
interest in having the procuring and administrative contracting officers in the 
same command. Officials with both of these responsibilities may not be 
independent with regard to judgments affecting their department's programs. 
Shifting the responsibility for contract administration decisions from officials 
who could be influenced by program or other buying command personnel would 
provide the checks and balances necessary to resolve real or perceived conflicts 
of interest. Not only must the CAS organization be independent in fact, but it 
must also be viewed as independent and impartial by key parties, including the 
Congress and the general public. 

Summary 

The AAP, ONR, and SUPSHIP retained contract administration responsibilities 
even after the establishment of the DCMC as a single consolidated DoD contract 
administration organization. The DCMC is fully capable of performing the 
CAS required for these three components, including some non-CAS duties 
believed to be unique to each. The failure to delegate the contract 
administration responsibilities to the DCMC has prevented the DoD from 
realizing the economies of scale envisioned with the establishment of the 
DCMC. Delegation of AAP, ONR, and SUPSHIP contract administration 
responsibilities to the DCMC would increase efficiencies and could result in 
reduced staffing and operation costs. Fewer regulations, personnel dedicated 
solely to contract administration, greater independence and consistency in 
decision making, one contract administration face to industry, and improved 
uniformity and expediency in implementing acquisition reforms would also 
result. Transfer of AAP, ONR, and SUPSHIP contract administration 
responsibilities to the DCMC would additionally allow for an independent, fresh 
look at the processes in place and provide the potential for further streamlining 
opportunities. Providing some contract administration services to the AAP on a 
non-resident basis, conducting fewer engineering drawing reviews, and 
contracting out the material and other parts acquisitions performed by the 
SUPSHIP are examples of potential streamlining that should be considered. We 
have presented various reasons that support transfer of additional contract 
administration responsibilities to the DCMC. However, in order to more 
adequately determine the cost-effectiveness of the transfers, we believe that 
additional studies are preferable before a decision is made on the transfer. 

Management Comments on the Finding and Evaluation 
Response 

Management Comments. Each of the organizations that commented on the 
report emphasized that the evaluation did not demonstrate the cost savings 
and/or benefits to be realized by transferring CAS responsibilities to the 
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DCMC. The Acting Deputy Under Secretary of Defense (Acquisition Reform) 
responded that the evaluation lacks supporting analysis and critical examination 
of the effects such transfers would have on the organizations and their 
customers. The Acting Deputy Under Secretary further stated that a full 
analysis of the recommended changes was needed before a final decision could 
be made. 

Evaluation Response. Our tasking from the Deputy Secretary of Defense was 
to identify opportunities for process improvement of the DCMC mission, 
operation, and organizational structure. We did not attempt to perform the 
detailed and lengthy analysis required to determine exactly how many of the 
present resources could or should be reassigned to the DCMC. Such an analysis 
was beyond the scope and resources of our evaluation. The underlying premise 
of our tasking, as stated in the DLA comments on our report, is that "CAS 
function consolidations have historically proven to save costs," and we found no 
convincing evidence to the contrary during our review. Nevertheless, we fully 
agree with the Acting Deputy Under Secretary that analyses of the economic 
effects will better substantiate a final decision on the transfer of CAS 
responsibilities to the DCMC. We, therefore, revised the final report and 
recommend that the Under Secretary of Defense for Acquisition and Technology 
initiate the required analyses. 

Recommendations, Management Comments, and Evaluation 
Response 

Deleted and New Recommendations. As a result of management comments, 
we deleted draft report Recommendation 1. for the Under Secretary of Defense 
for Acquisition and Technology to direct the Defense Acquisition Regulation 
Council to eliminate Defense Federal Acquisition Regulation Supplement 
242.203(a)(i)(B). The Supplement authorizes DoD Components, to include the 
ONR, to retain contract administration of contracts for research and 
development with universities. Eliminating the authorization should be 
reconsidered if further analyses determine that ONR grant and contract 
administration responsibilities should be transferred to the DCMC. We also 
deleted draft Recommendations 2. and 3. regarding the transfer of additional 
contract administration responsibilities to the DCMC pending an in-depth cost 
benefits analysis. 

We recommend that the Under Secretary of Defense for Acquisition and 
Technology charter a joint executive-level review of the effectiveness of 
consolidating contract administration responsibilities of the U.S. Army 
Ammunition Plants; the Office of Naval Research; and the U.S. Navy 
Supervisor of Shipbuilding, Conversion and Repair in the Defense Contract 
Management Command. Because of the unique differences of each 
organization, separate process action teams should be established to 
perform the analysis of each organization. Team members should include 
representatives of the Office of the Secretary of Defense; the Office of the 
Inspector General, DoD; the organizations being analyzed, and the Defense 
Contract Management Command. 
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Under Secretary of Defense for Acquisition and Technology Comments. 
The Acting Deputy Under Secretary of Defense (Acquisition Reform) 
nonconcurred with the draft report, emphasizing that the Defense Federal 
Acquisition Regulation Supplement 242.203(a)(i)(B) authorizes all DoD 
organizations, not just ONR, to retain administration of research and 
development contracts with universities. Therefore, elimination of that 
provision should not be made, unless it is determined that there would be no 
effect on DoD organizations other than ONR. Management also stated that the 
decision for the transfers should not be based on whether the DCMC is capable 
of performing the required contract administration services or whether the 
arguments for transfer of the additional contract administration responsibilities 
to the DCMC are persuasive. The decision should be based on supporting 
analyses and critical examination of the effects such transfers would have on the 
organizations and their customers. Absent that level of review and 
documentation, management cannot concur with the recommended transfer. 
Instead, the Acting Deputy Under Secretary recommended that full analyses of 
the proposed changes be accomplished before issuance of our final report. 

Evaluation Response. We consider management comments responsive. As a 
result of the comments, we deleted the draft report recommendation to eliminate 
the Defense Acquisition Regulation Supplement 242.203(a)(i)(B). The 
recommendation was based on the premise that ONR is the only DoD 
organization that conducts DoD grant and contract administration for research 
and development contracts with universities. Accordingly, implementation of 
our recommendation to transfer ONR grant and contract administration 
responsibilities to the DCMC would necessitate elimination of the regulation 
authorizing DoD organizations other than DCMC to retain those 
responsibilities. We believe, however, that the continuing need for the Defense 
Acquisition Regulation Supplement provision should be reexamined if additional 
analyses result in a decision that ONR grant and contract administration 
responsibilities should be transferred to the DCMC. 

We understand management's reservations in not transfering contract 
administration services in the absence of detailed cost benefit and mission 
effects documentation. In our planning process for this evaluation, we 
considered conducting such an analysis. However, we determined that the 
analysis was beyond the scope of the evaluation requested by the Deputy 
Secretary of Defense. Further, we believed that the resources required to 
conduct such an analysis could be cost prohibitive and might not be necessary to 
decide on the appropriateness of the transfers. We based our decisions on the 
fact that the prior studies at the AAP and SUPSHIP resulted in CAS retention 
decisions, even though the prior studies did not produce detailed supporting 
documentation on cost benefits related to retention of contract administration 
services by the AAP or the SUPSHIP. 

For example, the 1992 report on the SUPSHIP functions indicated that the Navy 
and DLA representatives could not always agree on whether certain functions 
were contract administration or non-contract administration services. The report 
also emphasized that a detailed site-by-site resource workload assessment would 
have to be performed if the decision was made that SUPSHIP contract 
administration responsibilities were to be transferred to the DCMC. The prior 
studies concluded that since contract administration and non-contract 
administration functions were often performed by the same personnel, it would 
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not be cost-effective to separate the contract administration functions and assign 
them to the DCMC. Also, there are many ways in which cost-benefit analyses 
can be conducted, and any one could be subject to scrutiny by the Services. 

We maintain that the advantages of centralization are sufficient to warrant the 
recommended transfers and that in the long run, the recommended transfers will 
benefit the DoD. Such streamlining is in keeping with the objectives of the 
National Performance Review. However, we agree that a full analysis of the 
recommended changes will lend substantial credibility to implementation of the 
recommendations. Therefore, we revised the final report recommendation to 
establish separate process action teams to perform the analysis of each of the 
affected organizations. We do not agree that delaying issuance of our final 
report until completion of the full analysis is appropriate. 

We request that the Under Secretary of Defense for Acquisition and Technology 
provide comments on the final report to include milestones for initiating and 
completing the recommended analyses. 

Army Comments. The Army did not specifically concur or nonconcur with the 
draft report recommendation to transfer AAP contract administration 
responsibilities to the DCMC. The Army believes that our evaluation has merit, 
but that the conclusions regarding the AAP are unsupported and that the draft 
recommendations are premature. There is no evidence to support that changes 
since the 1990 study of the AAP have invalidated the results of the previous 
study. Before attempting to transfer the contract administration responsibilities 
of the AAP to the DCMC, the subject should be jointly studied again. 

Navy Comments. The Navy nonconcurred with the recommendation for 
elimination of the Defense Federal Acquisition Regulation provision that waives 
the mandatory assignment of contract administration services to the DCMC. 
The Navy stated that the ONR does not use this exception as the basis for 
conducting its administration of university research and development contracts. 
The provision was developed in recognition of the fact that DoD commands 
may have valid reasons to retain administration of their own research and 
development awards with universities. The Navy believes that the entire DoD 
contracting community should be consulted before eliminating the provision. 

Regarding the draft report recommendation for transfer of contract 
administration responsibilities of the ONR and SUPSHIP, the Navy referred to 
contract administration retention decisions made as a result of earlier studies and 
determinations. The Navy believes that no new information has been presented 
to substantiate changes to the earlier decisions. The Navy also submitted 
various rebuttals to discussions in the draft report that supported the transfer of 
contract administration responsibilities to the DCMC. 

Defense Logistics Agency Comments. The DLA acknowledged that 
consolidations of contract administration services have historically proven to 
avoid costs. However, DLA also stated that the draft report lacked the detailed 
analysis of benefits to be gained by all parties involved. DLA believes that 
conducting the CAS responsibilities currently retained by the AAP, ONR, or 
SUPSHIP CAS will not provide any significant opportunity for cost benefits. 
DLA also emphasized that the DCMC was not involved in the evaluation and 
that it has been some time since DLA looked at the feasibility of consolidating 
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those organizations within the DCMC. In conclusion, the DLA recommended 
that a full cost-benefit analysis be performed to support the recommendations. 

Evaluation Response. We believe that our revised recommendation and our 
response to comments from the Acting Deputy Under Secretary of Defense 
(Acquisition Reform) adequately address the Army, Navy, and DLA comments. 
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Appendix A. Evaluation Process 


Scope and Methodology 

We reviewed mission statements, operations, organizational structures, and 
alignments of the AAP, the ONR, and the SUPSHIP. We also evaluated the 
reasons addressed in prior reports and reasons the Army and Navy presented for 
their continued retention of CAS responsibilities for the AAP, the ONR, and the 
SUPSHIP. 

We reviewed DCMC offices performing CAS functions similar to those retained 
by the organizations under review. We held discussions with contractor 
officials and other DoD agency representatives to determine their reactions to 
the possible transfer of CAS responsibilities and any obvious effect on their 
operations, especially as related to the many recent DoD acquisition 
improvement initiatives. 

We interviewed DoD administrative and procurement contracting officers and 
specialists in the areas of grants, quality assurance, logistics management, the 
environment, safety, and security. We also interviewed planners, program 
management officials, engineers, auditors, and accountants. 

The DCMC was established to have one centralized CAS organization for all of 
DoD to increase the effectiveness and efficiency of DoD CAS operations while 
reducing staffing requirements and lowering costs related to CAS. We believe 
that those results have occurred with the establishment of the DCMC and that 
similar results will occur with the additional centralization of CAS for the AAP, 
the ONR, and the SUPSHIP. Accordingly, we believe that the organizations 
under review should be tasked with presenting convincing data or arguments to 
justify that their CAS responsibilities should not be delegated to the DCMC. 
We, therefore, limited our review to the DCMC offices stated above. 

We did not believe it necessary to review all functions performed and the time 
spent on the functions by each employee of the organizations under review and 
then to estimate whether delegating identified CAS functions to the DCMC 
would increase or decrease staffing for each office. This type of detailed review 
was discussed during past studies but never performed. That decision, as well 
as our own, considered the amount of time and cost that would be involved with 
such a study and the subjectivity concerning any of the related conclusions. In 
the prior studies, agreements could not be consistently reached as to whether 
certain functions performed were CAS or non-CAS. 

We visited or contacted individuals and organizations within DoD and several 
contractors familiar with the department's contract administration 
responsibilities. 
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AAP 

When the DCMC was established in 1990, a joint DLA/ Army Study Team was 
formed in accordance with DMRD 916 to reevaluate the earlier Joint Office of 
the Secretary/DoD Task Force recommendation to exclude the AAP from the 
DCMC. The study team's objectives were to identify those CAS functions that 
the AAP performs and to review the feasibility of consolidating the CAS 
functions within the DCMC. That study showed that more than half of the 
AAP workload is non-CAS related. The study team also found the CAS and 
non-CAS functions performed at the AAP were so intertwined they could not be 
easily separated. The study confirmed the appropriateness of the earlier 
determination that the fully integrated management process over the 
development, production, inventory management, and delivery of ammunition 
was effective. The study further concluded that the AAP CAS transfer would 
neither enhance readiness nor effect cost avoidances. The prevalent situation of 
one buying office, one contract, and one contractor per plant minimizes 
monetary benefits in the view of previous studies. As a result of those 
determinations, the Army would retain the responsibility for AAP CAS. 

ONR 

Since its inception in 1946, various studies regarding the ONR conduct of 
G&CAS contributed to changes in ONR structures and locations. However, no 
specific studies were conducted to determine whether the ONR should transfer 
its G&CAS function to the DCMC. 

SUPSHIP 

Also at the time of the establishment of the DCMC in 1990, a joint DLA/Navy 
Study Team was formed to reevaluate the earlier Joint Office of the Secretary of 
Defense/DoD Task Force recommendation to exclude SUPSHIP CAS from the 
DCMC. The initial recommendation was made because the SUPSHIP was 
considered to involve primarily field technical and engineering activities that 
participated in the solicitation and award of ship overhaul and repair contracts to 
private sector shipyards (procurement contracting officer functions). The 
SUPSHIP CAS functions were believed to be minor. 

The DLA/Navy study team was tasked with identifying non-CAS functions 
being performed by the SUPSHIP and determining the feasibility of 
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consolidating the SUPSHIP CAS functions within the DCMC. The 1990 study 
concluded that 50 percent or more of the SUPSHIP functions was outside the 
mission of the DCMC, the non-CAS functions are not readily severable from 
the SUPSHIP non-CAS functions, and transfer of SUPSHIP CAS to the DCMC 
would probably increase staffing due to duplication caused by the Navy's need 
to retain a presence at contractor facilities to perform non-CAS functions. The 
related recommendation was for the Navy to retain full management control of 
the SUPSHIP. The Deputy Secretary of Defense decided not to act on the 
December 1990 report. He deferred his decision pending further evaluation. 

The then Under Secretary of Defense (Acquisition), retitled Under Secretary of 
Defense for Acquisition and Techllology, November 1993, established a joint 
Office of the Secretary of Defense/DLA/Navy review team to perform the 
additional review required by the Deputy Secretary of Defense. That review, 
conducted in accordance with Defense Management Review Decision 916, 
"Streamlining Contract Management, " resulted in a December 1992 report that 
contained conclusions similar to the 1990 report. Once again, the 
recommendation was for the Navy to retain the SUPSHIP CAS functions. 

At the time of the prior studies, 15 SUPSHIP activities employed about 4,600 
civilian employees. Due to directed staff reductions caused primarily by 
anticipated workload reductions, the staffing level was projected to be reduced 
to 2,600 by FY 1997. As indicated in the report, the 1996 staffing of about 
2,400 has already slightly bettered that projection. 

24 




Appendix C. Organization and Staffing for the 
Army Ammunition Plants 

Included in the Army mission of being the Single Manager for Conventional 
Ammunition, the U.S. Army Industrial Operations Command is the 
responsibility for overseeing the operation of the 21 Government-Owned, 
Contractor-Operated Army ammunition plants. The ammunition plants employ 
about 250 DoD civilians at 7 active and 14 inactive plants. About 20 military 
personnel are also assigned to the active plants. The plants and approximate 
staffing follow. 

Hawthorne 36 3 
Holston 20 3 
Iowa 23 3 
Lake Cit 26 3 
Lone Star 19 3 
Milan 27 3 
Radford 27 3 

Subtotal 178 21 

Alabama 1 
Bad er 5 
Cornhusker 3 
Indiana 5 
Joliet 4 
Kansas 10 

15 
Mississi i 
 3 

Ravenna 
 4 

Riverbank 
 4 

Scranton 
 8 

Sunflower 
 6 

Twin Cities 
 4 

Volunteer 
 4 


Subtotal 76 


254 21 
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Appendix D. Organization and Staffing for the 
Office of Naval Research 

The Office of Naval Research established a separate division, the University 
Business Affairs Division, to administer grants and contracts the Office of Naval 
Research awarded to universities and nonprofit businesses and those awarded by 
other DoD and Federal organizations. The University Business Affairs Division 
is staffed with 9 headquarters personnel and 76 field personnel. The assignment 
of those positions is shown below. 

2 
Field 0 erations Branch 2 
Indirect Costs Branch 5 

Subtotal 9 

Director's Office 

Atlanta 14 
Boston 14 
Chica o 14 

14 
12 

Subtotal 68 

1 
Austin 1 
Boston 5 
Chica o 1 

Subtotal 8 

85 
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Appendix E. Organization and Staffing for the 
U.S. Navy Supervisor of Shipbuilding, 
Conversion and Repair 

The Supervisor of Shipbuilding offices were established to satisfy a two-fold 
mission: to be the technical, business, and contractual on-site agent for the 
Naval Sea Systems Command and to be the DoD Designated Contract 
Administrator for shipbuilding and ship repair contracts. During 1996, the 
Navy maintained 12 Supervisor of Shipbuilding offices and three detachments 
within the United States to accomplish that mission. The locations and staffing 
positions within those offices follow. 

Bath, ME 225 

Charleston, SC 33 

Groton, CT 215 

Jacksonville, FL 140 

Lon Beach, CA 10 

New Orleans, LA 251 


10 

316 


Pasca oula, MS 290 

Portsmouth, VA 330 


*Det Colts Neck 33 

Pu et Sound, WA 95 


401 

*Det Pearl Harbor 41 


San Francisco, CA 20 


2410 


* Det - Detachment 
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Appendix F. Report Distribution 

Office of the Secretary of Defense 

Deputy Secretary of Defense 
Under Secretary of Defense for Acquisition and Technology 

Deputy Under Secretary of Defense (Acquisition Reform) 
Director, Defense Logistics Studies Information Center 

Under Secretary of Defense (Comptroller) 
Assistant Secretary of Defense (Public Affairs) 
Director, Defense Procurement 

Department of the Army 

Assistant Secretary of the Army (Research, Development, and Acquisition) 
Auditor General, Department of the Army 

Department of the Navy 

Assistant Secretary of the Navy (Financial Management and Comptroller) 
Assistant Secretary of the Navy (Research, Development, and Acquisition) 
Auditor General, Department of the Navy 

Department of the Air Force 

Assistant Secretary of the Air Force (Acquisition) 

Assistant Secretary of the Air Force (Financial Management and Comptroller) 

Auditor General, Department of the Air Force 


Other Defense Organizations 

Director, Defense Contract Audit Agency 
Director, Defense Finance and Accounting Service 
Director, Defense Logistics Agency 

Commander, Defense Contract Management Command 
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Appendix F. Report Distribution 

Non-Defense Federal Organizations and Individuals 

Office of Management and Budget 
Technical Information Center, National Security and International Affairs Division, 

General Accounting Office 

Chairman and ranking minority member of each of the following congressional 
committees and subcommittees: 

Senate Committee on Appropriations 
Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Governmental Affairs 
House Committee on Appropriations 
House Subcommittee on National Security, Committee on Appropriations 
House Committee on Government Reform and Oversight 
House Subcommittee on Government Management, Information, and Technology, 

Committee on Government Reform and Oversight 
House Subcommittee on National Security, International Affairs, and Criminal 

Justice, Committee on Government Reform and Oversight 
House Committee on National Security 
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Acting Deputy Under Secretary of Defense 
(Acquisition Reform) Comments 

OFFICE OF THE UNDER SECRETARY OF DEFENSE 

• 
3000 DEFENSE PENTAGON 

WASHINGTON. DC 20301·3000 

0 9 OCT 1197. 
ACOUlllTIO.. 4NO 


TECHNOLOGY 


MEMORANDUM FOR DEPUTY ASSISTANT INSPECTOR GENERAL (AUDIT POLICY AND 
OVERSIGHT) 

THROUGH: DIRECTOR, CONGRESSIONAL ACTIONS AND INTERNAL REPORTS, API 

SUBJECT: 	Draft Evaluation Report on the Consolidation of OoD Contract Administration 
Services ·(Project No. SOC-9028) 

We have reviewed the draft evaluation report dated August 7, 1997, subject as above. 

We nonconcur with the draft report. Our specific comments are found as an attachment 
to this memorandum. The recommendations of the drart report, to transfer contract 
administration service responsibility for the U.S. Army Ammunition Plants, the U.S. Navy 
Supervisor of Shipbuilding, Conversion and Repair, and the Office of Naval Research to the 
Defense Contract Management Command, unfortunately lack supporting analysis and critical 
examination of the impacts such a transfer would have on these organizations and their 
customers. Absent supporting documentation, we cannot concur with the recommendation to 
effect this transfer. 

We acknowledge that OMRO 916 established the requirement to streamline the way 
DoO conducts the administration of its contracts. We should look at implementing change 
when it is prudent in both the short and long run to the interests of the entire DoO and the 
Government. We recommend that a full analysis of the proposed change be accompllshed 
prior to the issuance of the final DoD Inspector General Report. 

~l~ 
Donna S. Richbourg 
Acting Deputy Under Secretary of Defense 

(Acquisition Reform} 
Attachment: 
As stated 

0 
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Acting Deputy Under Secretary of Defense (Acquisition Reform) Comments 

.-~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~·Refe

RECO.•ENDATION 1: Direct the Def9nt• Acqui1ition Regulation Council to eliminate the 
Defense Federal Acquialllon Regulation Supplement (DFARS) 242.203(a)(i)(B). which 
authorizes the Ol'lic:e of Naval Relearch to ntt.in adminietration of c:ontract1 for research and 
development with universities. 

RESPONSE: Strongly nonconcur with the recommendation to eliminate the OFARS 
242.203(a)(i)(B) provision that authorizes the retention of contract administration for research 
and development contracts with universities. This exception authorizes all OoD activities, not 
just the Office of Naval Research (ONR), to retain administration of these contracts. Prior to the 
elimin.tion of a OFARS provi1ion, we recommend that an evaluation be conducted that 
examin• how al DoO components conduct administration on their contracts for research and 
development wilh universities. Without such supporting data, it is impossible to determine 
whether or nal we should concur with this recommendation. 

Alto strongly nonconcur with the recommendation to transfer responsibility for post award 
administration of unlve~ity grants and contracts from the ONR to the Defense Contract 
Management Command (OCMC). This is, we understand, part of the intent of recommendation 
1. and 1'9P8ated as part of recommendation 3. DCMC has experience with administering 
cooperative agraements and "other transactions• for advanced research perfonned by for-profit 
firms and consortia involving for-profit firms. There are, however, significant differences 
between those instruments and the grants and contracts, mainly for basic and applied retatch, 
that the ONR administers with universities and non-profit organizations. This is not a question of 
OCMC's abilily and technical competence to administer university grants and contracts, given 
the requftd specialized training in that function: DCMC has proven itself on numerous 
oc:cmiana to be able to aseume new missions and execute them well. We question the method 
of determining lhat this transfer is the right thing to do without an analysis of the benefits and 
dr8Wbec:b tMt this action would cause. Some specific questions that the report should answer 
are: 

a. Euc:tly what savings would the Navy see as a result of the transfer of responsibility, 
•peciallr in the areas of administrative overhead, travel, training and personnel 
strength? What ii the impact on OCMC in tenns of training, personnel resource 
llllocaliDn, travel and coordination time? 

b. 	 What risk management tools were used to make the assessment that the university 
grants and contracts are "low risk,• and that the lower level of risk justifies less time 
being spent on post award administration than is currently being spent? The analysis 
must llso include the programmatic impacts of reduced attention to post award 
lldministlation. 

c. 	 What is Ile etrect on the OoO's research mission, losing of a central point dedicated to 
edrrinistering university grmnts and contracts for research and research related 
education and training programs, as well as the maintenance of the DoC's partnership 
wih llCademic institutions for those purposes. 

Without proven uvings g8inecl by the transfer of the university grant and contract 
admtnistrlltian mission, and an assessment of impacts on the orgarizations involved and on the 
eoo·s research programs, we run the rillk of making a poor. uninformed decision that is 
contrary to the best interests of efficiency and et'fectiveneu in Government. 
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RECOMMENDATION 2: Transfer contract administration reaponsibility for the U.S. Army 
Ammunition Plants from the Army to the Defense Contract MaMgement Command. 

RESPONSE: Nonconcur, subject to change with added juatification, on the recommendation to 
transfer contract administration responsibility for the U.S. Army Ammunition Plants from the 
Army to OCMC. This nonconcurrence is centered on the lack of specific benefits (Appendix F) 
Identified by this proposed action. The arguments promoting the transfer are persuasive, 
except they do not provide empirical data aa backup. The lack of analysis leaves claims of 
decreased staffing and lower administrative costs totally unsupported. As in response to 
recommendation 1, we do not take issue with the abilities of OCMC to accomplish the mission. 
The issue is that the lack of analysis once again puts a ootential action with Department of 
Defense wide ramifications into play without any supportir>~ •mpirical rationale. For example, 
while th" inability to segregate CAS related costs from current operating costs is 
understandable. it is a key element of information that must be examined prior to making a final 
decision regarding the cost impacts of this proposed measure. Similarly, the lack of study on 
the impacts of breaking up a central point of contract and production management for the 
Department of Defense's ammunition fails to acknowledge what changes to the existing system 
wlll have on this Army mission. As in the ONR situation, questions regarding personnel 
resource allocation, training and overhead should be addressed as part of an org1nizational 
benefit analysis. A comprehensive analysis of the benefits needs to be accomplished prior to 
an unqualified concurrence to this proposed finding. As the draft finding stands now, we run the 
risk of making an uninformed significant decision with DoD wide impacts. 
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RECOMMENDATION 3: Transfer contract administration responsibility for the Office of Naval 
Research , and the U.S. Navy Supervilor of Shipbuilding, Conversion and Repair, from the 
Navy to the Defense Contract Management Command. 

RESPONSE: Nonconcur, subject to change with added lustitic:ation, on the recommendation to 
transfer contract administration responsibility for the U.S. Navy Supervisor of Shipbuilding, 
Conversion and Repair to DCMC. Our concems here are identical to those found in our 
responses to recommendations 1 and 2. The lack of objective data to support making a 
decision of this magnitude is unacceptable. The principle concern we have is centered on the 
lack of specific benefits (Appendix F) identified by this proposed action. This evaluation lacks 
hard analysis that examines the coats of implementing this proposal and its effects on the 
Department of Defense. Thil 1'9PQrt has no bells upon which to credibly claim that the 
implementation of the ~would result in decreaed staffing and lower 
administrative costs. Concurrence must be withheld until this analysis is complete. 
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.. 
 DEPARTMENT OF THE ARMY 

OFFICE OF THE ASSISTANT SECllETARV 


llESEARCtl llEVELDPMENT AND ACQUISITION 

103 ARMY PENTAGON 


WASHINCITON DC 20311M>103~M~Yro l 4 OCT 1991ATTENT•ON OF 

SARO-PP 

MEMORANDUM FOR DEPUTY ASSISTANT INSPECTOR GENERAL 
(AUDITING), INSPECTOR GENERAL, 
DEPARTMENT OF DEFENSE, 400 ARMY NAVY 
DRIVE, ARLINGTON, VIRGINIA 22202-2884 

SUBJECT: 	Draft Evaluation Report on the Consolidation of DoD Contract 
Administration Services (Project No. SOC-9028) 

This responds to your memo of August 7, 1997, requesting our comments 
concemlng this draft report. Our comments relate strictly to those portions 
of your report which discuss contract administration services (CAS) at Army 
ammunition plants (MPs). 

Although we believe that your analysis has merit, we think that its 
conclusions are, as yet, unsupported and the resulting recommendations 
premature. We cannot support your position until this matter has been more 
thoroughly reexamined. 

As you know, this issue (and numerous related matters) was thoroughly 
and painstakingly studied in 1989 by a joint Service/Defense Agency panel of 
subject matter experts assembled by the Secretary of Defense solely for that 
purpose. It was the studied opinion of this group that CAS at MPs should 
not be transferred to the Defense Contract Management Command {DCMC)-an 
organization subsequently created in response to the recommendations of this 
same group. We firmly believe that their findings should not be reversed now 
based on recommendations from an evaluation process necessarily less 
thorough and demanding. 

As your report indicates, that study team concluded that the Defense 
Logistics Agency (DLA) lacked personnel with the specialized knowledge and 
experience necessary for dealing effectively with this unique and 
quite-literally explosive commodity. We are advised that this situation has 
not changed. Indeed, whatever resources were available to DLA then, have 
undergone a 40% reduction since that time. 
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That DoD study team also detennined that more than half of AAP 
workload involved work that was not CAS-related. Furthermore, it was found 
that CAS and non-CAS functions were so inextricably intertwined in the duties of 
key personnel that attempting to separate functions for transfer to DCMC would 
actually result in the need for additional resources to perform the same 
missions subsequently. Consequently, it was concluded that the transfer of 
AAP CAS to DCMG would neither enhance readiness nor save money. 

We believe that this situation is also unchanged and feel that the draft 
report's claim that changes since 1990 "...have invalidated the results of 
previous studies ..." is unsupported and not convincing. 

To be sure, the suggestion that a resource-intensive mission such as AAP 
CAS might be transferred outside the Army is certainly appealing • We are 
continuously striving to streamline and downsize our operations wortdwide. 
Moreover, we continue to believe (as was stated in 1989) that this CAS 
mission could be performed by others. We also note that the DCMC has clearty 
shown great skill in coping with new and challenging responsibilities. 
However, as DOD's single item manager for conventional ammunition, the Army 
remains accountable for the optimal performance of this mission overall. 
Therefore, change simply for the sake of change-change in pursuit of 
theoretical and unproven economies-is simply not acceptable. 

It must be remembered that the DoD study to which we refer was one of 
the most visible and prestigious events commissioned during the Defense 
Management Review. Nevertheless, it is possible that changes since 1990 have 
invalidated its conclusions. If so, those facts (not clear from either your 
draft report or our own day-to-day experience) should be similarty studied 
to assess where those changes have taken place and how and to what extent 
they may be safely, efficiently and effectively exploited in the future. 
Before attempting to implement your recommendations, this important subject 
should be jointly studied once again. 

/~~
Acting Deputy Assistant Secretary of the 

Anny (Procurement) 
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• OCT 2 1997 

~ :JOit OJ'FlCB OF TKS llfSPBCTOR. GJlllZIUl.L, :>!IPARTMBlllT 
OP OBPDSE 

Sub:j 1 mAF'l' &VAL11A7l0N IUSPORT Olf Tlll!I COlUIOLllla.TlOJiT OP D()J:) 
CQllTllACT ADIU:ll':csTllA'l'IClft IBRVXCBS (HOJJICT llO. IOC·llO:llJ 

Rafa (a) DODIG 1ll8mO of 7 Aisg 1997 

1111.el: (1) DOS Reepon•• to Draft SYaluation Report 

! •• reapcmclin!J to the draft evaluation i:eport prcrf'ided by
refarence (a) oonoern1ng tha recOllllllended transfer of contract 
administration aarvicee responsibility from the Navy to the 
Defenee Cont.raet. Management Colllnand {DCMCI • 'nie Jlavy does not 
concur with t.be rec:o11111endatioas containc:d :i.n the dz-aft report. 

The drsft. report'• rec1J1111endation to transfer contract 
ad.minietration responsibility frOlll the U.S. Mavy superviaors cf 
Shipbuilding, Conversion and Repair (SUPSHIP•l to the Defense 
cont.net Management comund (DCMCl runs counter to the findings
of seven previously conduct•d. independent Depart11111nt of Defense 
(DOD) studies addressing thie question. Aa disouased in detail 
in enclosure Ill, !:he SUPSJIIPs' current integrated CAS/non-CAS 
proeeea preeenta • single face to industry and hae proven to be 
the meet cost effactive, ll'YJl.•rgiatic, rasouroe efficient 
approach to managing DoD 1 11 ehipbuilding and ehip repair
contract11. 

Similarly, the :report'• ...,,.~t.ion to t:ranafar tha 
gr&nt•·and contract admini•trakian ••rvioaa raeponaibilir.y frOl'l 
l:h• Office of HaYal a.-areh ICJlll) to DOCC is not aul>atanr.iated 
by any n.,. :UaEoniation that juatifiea cbanginf. th• Doo•a 
deaignatad organisation for 11&r1agement and ove¥'81ght of 
f.derally-aponaorad retMl&rc:h at educational· and non-pro£1~ 
osganisation11. OllR'• unique expart:l.ae and •'"l""":I.••- :l.n 
admin:L.tering non-procurewm.t inetrumenta ia not conducive to 
integration into DCMC'• c:ontract•focuead OlL1Janisatiou, and is an 
eaaential element. of CNI!'• ro1e 1JI federal :i"eae.aroh 
adll1n1atration policy. 

The J)ep&rttnenr. of tl!.e 11avy poeiti.oa.a on theae iaeuae are 
fUrt.her der.ailed 1n encloeure (1). 


,....../~....~iE-
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Subj: 	I'>IAP'l' !VALUATION REPORT ON THE CONSOLIDATION OF DOD 
ccnTRACT AIIMillISTIATION SERVICES (PROJECT NO. 60C·902Bl 

lllind copy to: 
COMNAVSl!ASYSCON 
c;JrR 
lllAVtllSCIN 
OASN(FM,C)PM0-31 
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J)epartment of the Jl'avy RHponae 

to 

DOJ>IO Dzaft Evaluation Repo~ of Auguat ?, 1997 

on· 

Conaolid.at.ion of Col> Contract Adm.i.niatration Services 

llcspnmndat;4qn 1 ! 

We recOllllDand the under sec:z-atary of Defen1e for AcQUil1t1on and 
Technology direct Che Ilef-ae Acq11i11t1on Regulations C0Unc1l to 
eliminate the Ilefan.e_Pederal Ac;uia1tion aegulat1on Suppl8!Mlnt
2tz.203Cal 11) (B), which authorises the Office of xaval Re•earch 
co retain adaliniatration of contract• for research and 

·development with \&Z11vers1cie1. 

DQ1! PHition= 

:Non-concur. Defenee.Pederal AC:qu11ition Regulation Suppl-at
(DPARS) 2t4.ZD3(aJ {il Ill 18 not related to ONR 11 authority for 

perfo%11Ulnce of contract.and grant adlldni1tration. Thi1 DPAR6 
cite waivea the mandatory IUl•igmnant of contract ac:lminiatration 
aervicee (CA!) in recognition of the fact that there are valid 
reaaone why Dol> COll'llla!lda may wi1h to retain adnJ.niatracion of 
their own research and development awai:de with UDivereitiea. 
ONll does not uae thi• exception ae tbe baeie for.conduccs.ng it• 
administration Of wiiveraity RWl cont:rac:te. The ent.1.ze Dot> 

contracting cammunity 1hould be c:onaW.ted before eliwdnat:i.:ng

thia BUl:ldivi1ion. 

· We rec9111118Ni the 17ni:hrr SeC%eeary of Defanae tor Acqu1sit.i.on and 
Technology t:r1U111fer contract adminietration re11p9nsibility for 
the Office c! Raval Jteeearch and the U. s. ll'avy 811pervisor of 
Shipbuilding, Convar1ion and Rt1pa:i.:r, fr0111 the l'favy to the 
Defense Contract Management COaanand. 

Y-·coneur. w. d11agree witll both part.a of this recanmendation. 

'1'IMt :recamniendation enconip••••• two aeparate and distinct Navy

elemente, and we provide eeparate 0011111ent1 on 111ue1 diatinct:ly
applicable to each ozganiution, below. However, certain of the 
...P.,:-t'• general:l.aed conc:luaiona can be addressed together. 

The firae :reaeon giV'lln for tranafe:ring CAB reaponaib1litie• to 

DOie ia the •logical c:onc:luaion11 azguinent that a1nce DCMC waa 

••tabliahed eo p:i:crride Dal>·wide CAS, then it ahoUld. provide all 
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DoO-vide CAS. Thia arguaent wae offere<5 upon th• e•tabliehment 
of DCMC and at varioue ti.,,.e aince, and ha• been rejected each 
time. It dou not addreae the 11\erite of the caee. 

Thie argument i• followed by 9 reaaon• t~.at purportedly support
transfer cf CAS to OCMC. Bach ia addreaaed below: 

• 	 Sconomiea ot ace.le. Tl".ere ia an aaalllltltion in thie 
reason that some economies will be achieved. However. 
none are identified. 

• 	 Similar to l96S'& ~ audit consolidation. There ia a 
dietinguiahing difference between theee two situations. 
~.. audit consolidation ... easant1al to ensure that a 
contractor did not face two differing approaches to the 
aame problem, de,P9nding on the agency it was dealing
with. such ia not the case with Oli'R or SUPSHIP. OlllR 
already provid4• •one face to industry" for its 
conoitituency, educational inatitutiona, as does SUPSHIP 
tor it• constituency, the shipbuilders. 

• 	 Greater independence and c:on111..~enc:y. Not applicable eo 
~:R; ehe Univereity .Bus1ne£3 Af!.;in div.iaion 111 
org1U1izationally and functionally 9eparate from other 
prcg%am and contracting otfici&l•. At 6UPSHIPe the 
divar89 PBO/STSCOM/Fleet r.epon•ibili~y and reporting 
atructure provide• the appropriate degree of 
independence without loeing the eynergy and senee of 
teamwork eaeential to accomplishing the complex SUPSHIP 
mieaion. 

• 	 Sole dedication to CAB. Not applicable co ONR. At 
S1JPSHIP. their yeare of experience have revea1ed that 
the integrated CAS/non-CAS operation 1s the moet 
efficient, effective t11Bthod of accompliahing the 
mieeion, and thia ccncluaion ha.a been confirmed each 
time the ~• ...,. hae been etcdied. 

• 	 One face to industry. See second bullet above. 

• 	 r>ate :r:aeou:rcee/c:apat>:i.lity. 1tnUe :ocMC may well have the 
ability eo learn th.oee aapects of grant And contract 
•dminietration r.nat are unique to 'the ehipbuiltiing and 
educational in•titution arenas, this is not a compelling 
reaeon to euppo:rto th• recommended transfer. 

• 	 facilitation of acquieition reform. ONR and SUPSHIP are 
already i~lementing a number of acqui•ition reforM 
initiative• auch aa SP!, Barly CA.9, Sarn•d Value 
Management, Soft"'are Surveillance, the Federal 
oamonatration Pertnerehip, Electronic Pat& 
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Interface/•leci:ron:i.c Pllnda Tranaear ...d the Presidential 
Review Diracti,,. llarking Group. 

• 	 Facilitation o~ contract paY1"9nt proceee
etandard1zat1on. The lllavy ill unaware 0£ 1111y •i9Zlit1cant 
problelll with contract pa)llllenta that C01ald be remedied 
J)y tile propoH:! c:oneolidation. 

• 	 cog CAS r85\&lation atrea~lining. Olfl and SUPSHIP9 add no 
r119"l•t:.:i.on• of their own regardin; CAS. ClllJl•a policy 
9'1idarlc• ha• evolved to deal with 11tuat1ana that are 
cu:DU!\tand in the G6CM arena un1que to c1ea::.ill9' with 
aducat.ional 1netitutione, and SUPSHIP lilcelfiee h.ae 
~enaratad guidance cm those iesuea unique to their 
narrow line of bueia.H. c:oritrary to the report
contention, DCMC'• CAS regulation• would have to be 
expanded to accOllllOdate th••• entirely ~v fwu:tiona. 

Deta11a on these and other INbjecta related to each of th• two 
individual canmnda ccmcamad are provided below. 

pc11c1 gr 1ay11 la•tareb 

Despite th• report's concluaion that the unique upertiH
arvu•nta of the paat are no longer pertinent, OllR •till 
~·••• a unique exiierti•• that cine• not esi•t alHwh•r• 
within DoD, and ONR ie better euited to cont1m.ia perforining 1ta 
Gt.0.S f\mctiDNI. 

'1'he draft report aclcnowledgee that. th-• ua valid reeaoae 
for .having CU pedorm.d by organisatl.one other tban I>OIC. 
However, it c-cludee that the•• valid nuO!lll do not justify
da9 -t.ant.ion o! thHe r..,-.ioil.i.tiea 111 thie c:ue. The Navy 
...._ not believ. tbat the DoDlG'• recoll'llllen4ation to transfer
Cll!Jl'• c:antract edtnin1at.ration raeponeibility to the bQICC w1ll 
-cOlll>li•h the ••..._d .benefit• (i.e., econoi;iee of scale,
coneiatent application of acqu1eit1on regulationa, one contract 
adldnietration :lace to the contracting c:oamunity, and 
eli~ination of cluplioat• regulation. end nranl9elleJlt etructureel 
for th• followiag reaeone: 

,~., of Kile. 'Die Clllt univen~ tY grant and contract 
edla&nLru:hon o:r,an!HUon ha• 11P•nt five years reangineer:ing
proc•••••· inetells.Dg •etete·of-the·art• technolOSJY,
no..,.,U..zia, ite Ue1d oftice atr-lcture. eli111nating lav-r• of 
--..-it. aml ead-uaer non-productive procee11ee and 
atr•aali..Ung procedures. file result 11 a highly atficient 
_,_isat:ion. Clltll CNI Ueld organization baa reduced by 2at 
aince 1t12 with a correepoadin; producc1vity iac::raaea of '''· 
Ollll c:as pereonne1 are generalists, 1.e., eac:h penon i• capable
of addreee~ng the 91111Ut of contract and grant adllinistration 
iHuae With ite ftri•d cu1tcners. DOC uaee a t- approach
with ••ve:ral apecialiet1 aee1Qned to each action. OMR baa fi..,. 
aegional Off1ce1 atntsgically located an.cl ataffed to -· ­
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it• aHi~d S"T adm:i.nilltration miHion -t effectively. OCMC 
ha1 10 lccationa. 

Cgneietent applieagipp pf •sm1i1tc1pn rwpul1c19n1. 
Underlying atatutee ana regulation• fer the dafenae industry are 
diffezent fr- thDH for ecllicat10-1 innitut10NI. The polic1ea 
and proc:edu.r- in th• FAR and DPUS that ue 1111ed tc acquire 
gooda and. aervice• for the 4irect benefit or uee of the 
goYerllllll9nt via procuretaent ccntract1 do not apply t~ grants or 
other ncmprocuni11111nt t:ranaac\:iona. The principal purpose of 
~ante and other nonproc..re.,.nt inac1:11ment1 i1 to tranater a 
thing of value to ttl• recipient to c:arry out a public purpoee of 
eupport or su-1auon. Nonprocurell'C1lt in1trullll!nts ;are governed
by the OPlll circular• 1111d the DoD Grant and Agreement 19gulationa 
ll:>ODGARB) tt.at cover ada1n1atrative matter& and co1t principle. 
at ed\&cahonal inatitut.iona. f'urther, d1Uerenee1 in atatutory
requir..,.nte, coat principles, prop•rty adlftiniatration and audit 
....,..ir..er.t• re11Ulc 1n 1ianific•rtt yar11ru;1 hmtWI•" ccwncr;iel 
sgp.tract •dm1p11crag1pn .na;; ur;,1vnr11sv qgapt iid contrt&~ 
•*'niurauon. It 18 mt. po111l>le to •1111Ploy only one Ht of 
•tatutee and regulatimll tc adnl1n1ater uniwnitv and indu•try

awarda. 


Ope egntr1;t 1o;1ni•tratign fag• ~e the spp,raetipg 
RQIWWlity. Since 194& teONR field organizaticm. has teen the 
oae con1tant en which tha univereity and Fefieral raeearch 
oonanunit1ea rely for aound, hande-on experti•• on bow federally
supported research i1 c:or.ducted on univeraity ca1111U•••· '1'hi1 
relationship epitonli.••• the •one face• relat1onabip which DoD 
atriwa to achiew in it• bu•i-•• dealinge v12 ~Uid• 
CCJm1111nitie1. Changing fZDWI ~ to DCMt: will pre••nt an entirely
MW face to non-DoD federal agenciee and the 1.Vl:i.ver•ity reeeerch 
COll'llWti.ty. At preffllt, univereitiee interact with reeearch 
ozwaniaatione fa.U.l~r with llll1Yerlity l:Kdl:i.ma•• .net accounting
ayatftll IONA and 11115 an J;lle fed9ral. c:cosn:i.unt agenc:ie• under 
Clea circular A-21 for 1adirect coat .,.9otiation and audit 
r9tolution) and with tti. neecla of acienca and tecllnology 
r.eeercn. DCMC •JIP9:n:1ee 1• entir•ly in the coanercial de!en•• 
indu9try and with a few nonprofit• 1111ng PAR cost principle•. 

1timin1tiqp af 4yplis•s• JtgulagipDf tgl P'DfP"!'Dt 
1t;mc;t.vre1 CHI add• no additional ngu.laticna With regard to 
CM. In ract. mra :l.e tile key player in deftlCIJ)llent ofJlt"ral ­
11.1.da rul•• tor .._.ni•trat1on of 9rante (for e~le, 
Circular A-110 uad Do:)QA!t8). ..ter.tion of the CAS flinc:tion at 
C9IJl doe• requin a -i:wgeinent 11truct1&re •es:iante fZ'Clll l:hat at 
DOC. JIDWe-r. it aholll.d be noted that the OMll CAB organisation
la flat and the ~t etruct11re extremely lean. Thare ia 
on• tUl)ervJaazy l•'Y"r between headquarter• aanagement and 
-rlc.ing level c-tract adln1n1atratioa penonnel. Thia ONR 
atnaccure enhaac•• di%ect interaction with DOD and non-DoD 
.z911earch aponaore. 

tn addition, 11gnif1cant benefitl w111 be raali1ad b)' OHR'• 
retention of it• CM fllDCtior.. '?Wo notable areaa are: 
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Fa;ilitatic;m of asgy.i•itiqn r1fprm. osa i• an •cknowledged 
lead8r in 1treamlini119 o! P9d•r•l-v1de acllu.'"-•tration or 
un:i.V9Z'•ity reHarell. a..1111le• s.nclude the r..s.ral Demanatration 
Parln91"•h1p IFDP), •lectror.ic Data Interchange~ Electronic 
5'unde Tran11£•r (llD?/IPTl, and the P1'9eident1al Keview Directive 
IPRDl Working Group an StreHH in oovenment/Univeraity
•elations. 1'hrough OlfR'• leaclerehip, the l"DP oegan ae the 
Florida n.monacraticn ProJ•ct and :acw ie nationwide with 11 
f.O.ral -eenc1H and n univenity members. Many changH to the 
Pederal GOVernnent'• policie• tor reeearcn awards flOlled from 
the IP?>P. The Mat1o.oal Pertor1111nce Revie• INPK) applauded the 
Pl)P cOll'INln eec of grant ter11111 and conds.tiona !or all aganciee
&IMS cited th• PDP •• a 1110del for reinventing government. The 
PRD working Clltcup i• an ongoing interagency effort directed by
the Pre•ident ths-ough hie National Science and Technology
council. It• t1111king 111 to make recommendatione for reducing 
the atr••••• 1n the oovernment·Univeraity ralationehip. Dllll ••• 
reciue•t•d by the D1~ctor, Detenee Research and BnginlHlring to 
~tic1pate becauee of tile total1tY of ONR involv..,.nt and 
Ullder•tand1ng of th• progra11111&tic, funding and adllliniatration 
aapecta of Federally 1POnsorad r••earch at 1a1iveraiti••· No 
other PRD ll'lellber br1r.gs tbia broad ~arepective of Fwd.oral 
reeearch to the t&Dle. 

The typel of acquiaition refor111 leader•hip OftJt has 
det1101U1traced in Che paat decade refl•ct not only the eo<cellence 
of ice GfoCAS· organisation, but al•o their ability cc d•.,..lop and 
exec~te, 1n conj1.111ction with oa!R laaderahip, polS.cie• advancing
DclD'• reaearch alieeion. Separating th1e runction froni <AIR would 
llAke it much le•• likely for euch in1tistiv.a to cont1aue in tbe 
future, to the detri..nt of IIOD'• research miaeion. 

Feciljt•,ipp pf s•ntra11g1;1pp pl spngrtet paymept R!PSC''· 
The Olnl-dev.lopeci 2%11/Srt proceH -.. i.,.talled in llefeue 
Finance A.c:co11nti119 Sy8tam C~FAS)-Charleeton Operating Location 
when thi• inetallation wa• .S..i91Wted aa the 411.bUraing office 
to pay all W•V)' wu.ver•1cy cantract and grant YOUchera. Becauee 
of 111)?/EPr and a Dl'AS location dlld1cated to univere1ty payment•,
t:bere .re no unmatched diisburae111ent proble11111 with Navy
1111ivereity paywient•. In 1t'7 the 0111 IDI/IFT ayste~ va• aalectad 
to be tl\e Dot> .yeUftl for proeening all 6 .1 funded .invoicu for 
JNl)'llleftt ~,.._ e.S..cational 1Mtitut1one ancl ncnprofir.
orvanisati_.. a.Kh c:M 1114 financial manag111ent COlllJICllWnt• of 
ClllJl co:nttnue to partner 111ith DPA!I •!Id the reeearch =-ity to 
•nhanee billing, paY1119nt, accounting a.~d other buaina•• •Y.t... , 
proce•••• and ope~ationa. 

&nmnr••er• pf !lhil)bu&ldins. Cpny!!g1ioo and Be;aig C'YRAHXR•l 

'l'h• IU'Natra prov1e1e • aeamlau, one 1top, totally
:l.11.tegrat:ed approach to ...na9ing all faceta or shipbuilding end 
•hip repair oan1:ract1 111ith1n the llavy. The l:leJwfit1 of 
retaining CA& f1111Ct1one within the SUPSHIP• include: 
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a. The SUJIXIP• .,... i::he independent •eyee and eara• on the 
-t•rfront for the Aae:i.atant Sac:retary of the Navy CR•Harc:h. 
l:>eYalopment and Aequia~tionl l"'8M(ADIA)J. Tbey also repreeent 
the Navy•e technical. ~in••• and cor.tract1ng poa1tiona on-•ite 
at the var1ou• ehiplN~lclilllJ and ship repair yards. Th• SUPSH!P• 
provide one face to the eh1p1>u1lding and lh1P repAir induatry. 
The IUPSHIP• prvvide COflllietenc:y and unifo:r1111ty in policy and 
practlc:ee with thi• unique, specialized buai:wae ..ctor of 
ehipuild.t.ng and eh1p repair firms. Tranafer of SUPSRIP cu 
f\anetion• to DCl'IC would reeult in tlllO fac:e1 to induetry. 

b. the 9UPSHJ:Pe are priurily field technical and 
engineering ac:tavitie& w1th CAS ae one uipect of a oroader, 
integrated mieeit111. Ih1a on-aite approach ha• evolved · 
coimenwrete with the U.'11que iniNetry that 8t1PSHIP• overeu and 
the fleet c:uat011er1 thay H:rva. They are LUU.quely •1tuated tc 
manage the integration of varioua contractor peraonnel with 
ellip'e force, shipyard vorkere. a~d cthar Covernnen~ p•r•ormal
performing the myriad of activitiea nee....,~ to ella\lra an 
intllg%ated, operational, coinbet: read" ·.nd collt aUac:t.i.ve proc11.lct 
to the Ueet. Additionally, the SUHHIPll are expert• in dealing
with tlla ahip'• crew which r ...in• aboard dUZ"~ mainte~ce 
period• 1111d c:ontinuH to -~ and train o.., the •h.1.p •• it 
undergoH repaire. 'l'he ahip's crew l!Ullt ac:c:c1111pli11h their CWll 
repair paolcage concurrent with the contractor. 

c. Th• .IUPSHIP •t:aff haa integrated CAS/non•CAS functions 
and t.U. .. part of ite d.a1ly re•poncib1lit1ee. Ae evidenced 
.in th• prior Dotl atucUH, t:heH CAS functio1111 are not readily
allV'8rabl• from the llCll·CAS fynctione1 

(1) The ~oint Defezwe Logistics A;ency IOLAJ/)favy 
Study of 7 oecelllber lJJO conoluded, •lfhile the SUPSHIP• perform
Contract Adlainiatration, 1t ie not readily severable f:ro~ the 
aon-CAS f\mction• auigned to the: 9UPSHIP1 .•. ?tie team concluded 
~t the functiOM are 10 intertwined down to the individual 
employee i ....1, thai Mp&ration would be extr-ly difficult." 

(U The joint Office or secretary of Defenae 
COID)/'DLA/W..yY Study of lfOvel'lber 1992 concluded, t:h• 
-pertoraianc:e ot CM is not readily nverable f~ the non-ai.s 
funatiOllll perfo:l'Md by the SUPSHIPa. Jerfornianee of t.hltH 
9JIRC1fic taake h••• heen IO 1ntegrat9d that the llllljority of 
..aigned pereonnel perform both CU and .non-CM fu=tione H 
pArt of their daily duties•.• additionally, •'l'he eeperation and 
tran11fer of CAa and delegated CAS func:tiOIUI fOY both new 
CIClftatruction and :repair i• poH1ble but would not reault in a 
1110re c:oet effective or operationally 1111epon•ive organisation.• 
'1'211 teem•a concl111ion waa. "Thar• would be eignificant r11k to 
auoce111ful llli1eion performance for both CAB and non·CAS 
funct1ona if SUPSRIPI raspo119il:lilitiea -re llplit." 

d. The preunt ellllllbination of CAii _. --cu funet::l.cn. •t 
8UPSJIIP1 ia t?M! llOlt coat effective way to .-niniater 
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ehipbuilding and ahip repair contracc.. The Joint etudy of 
Jloveniber 1112 concluded. th• •co•t ••ving• cited 1n DMRD 916 are 
not achievable. The tranefar would require mora, not le11a 
re1ourcee." The OoDICl cl1:aft raport. pr•••ate no evidence that 
the aituation ha• c~.anged. 

e. The SUPSHII'• .,._ expertiH with tile numerous statutH 
and regulation. that are unique to the a!Upbuilding and •hip
rep&ir indlllltry C•.. attachnlent: Al. They :routine~y jJ'lte:rfaca
with local ...viro111118ntal aut:llcritiee on euch is1uea •• diepoeal
of Jlevy and contractor generat9d h&urcSou• wete, and iH\IH 
aeeociatad with the i'lllpact: of ~k on the lllilr1ne environnient. 
'Nbile OCMC aleo deal• with atatutes and regul&t1cna for large,
conpl... project•. t.ho•• relevant to the waterfront illduatry are 
-ry different tr- thoee for other industr.iea. 

f. The SUPIHIP• have clown11ized and st:raamlined their 
aperationa and are extremely efficient in perfor111ir19 thair CAS 
reepon11ib:l.liU••· ....d on the DODIG r911ort. during the period
fZOlll 1110 to 1111, DCKC downa1zed by &»Proxi111&tely 43t. 
llowever, it ehould be noted tr.at the SUPSIIP. doomaiaed by sot 
~ing the eaae period. 

9. With their 1me;ration of technical and concractv.al 
~11c1e11, the SUPSKIP• have the unique and easential ability 
to eimultaneoualy handle the Admillietrati.,,. Contracting officer 
and Procu.ring Contracting Officer functiana tor •hip repair
-ilab1litiea. TM SUPSHIPe perfor111 the engineering work to 
define the work package u1ed in 1110st ahip overhaul eolic1tat1ons 
end alao award 11aet ehip OYerhaul and rep&ir cont:raate. Since 
tbe bilaeline work package i• created up to eix 1110nthll prior to 
CQll!lencemant of work and often while the ahip i1 deployed or 
ochet111iae at aea, machinery and epace1 not fully available tor 
detailed review -•t undergo an •open azld inepect• upon atarting
iw.rh.aul. Here, th• trya condihol\ and degree of a.erbaul 
requind i• di•-nd, whtch often reeult• in areaa of a.w 
work. 'Die •open and inapeci:" procH• continuee throughout tl:la 
-haul u pbyeical progn.. H made through the lh1P'• 
9!19teu. Th• IUPUJPe -t devWlop epeciUcat.iona. generate
Goviszn'llllftt eetiniacea end nesotiate diangea with the contractor 
in• aol• ~envi~t for th1• wo~k on a daily baeia. 
'l'tleir effort• e1111ura ahip availabilities are ccmpletad wit!Un 
o:oet and on actl&dYl• co -•t 11111eion cotlllldtmnta. 

ii. conr:rary to the DoCIO draft report ccnce:ru, 
~iate contract~"!! independence exist1 in tbe Yavy•a 
cuzzwat ayetni. All of tile ll'avy'a ahipbU1ld.in; projects are 
-vec1 by Prog,.._ ••cutive OfUcen (PIOll, w.llo report
.U:wct;ly to Allll(IU>U). T~ c11atomen for ahip repair are the 
•1-t and tlle rempective Type Coamimdera. all of wh0111 repar1: 11p 
_._ chain or c-.id to the OU.ef of Naval Operatione. SUPSHIPe 
rwpore to~ ea-ender, llAVHA. An eu111>l• of WP&llIPa• 
independ•- i• .,,.tdeftced by the IUPSHIP generated •a.llriJlger•
alerte. A •lellrJ.nger- llddrelHI iaauH of hith v:l.alhility.
ilmledlate er:I...., or unuaual ·~ to lalow9 ..tt•r• whaoh the 
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SVPSHIP• send directly to the Una.r•ecret&ry of Defenae for 
Acquisition and Technol09)' wn.n eonditiona warran:. 

£gprlytg1r 

Baaed on tha analr•i• ol! th• aign1f1cant riaks and 
potential b•nefit• eulllNlrized allove, the Wavy reC011111enda these 
DoDIG recomendati=• not be iHwtd. The SUP&XIP CAS func:t1ona 
ahould not be eepareted frorr. the non•CAS tunc:t1one, and th• 
interest of DoD will be beat •erved by retaining at CN!l tha 
~ functi-• currently .t1ei109 performecS there. 

AB a final note, • factual correction ia required to the 
o:ir,anization and ataffing et ONR noted on page 11 or the report
and i.n Appendix c. aince t.he DODIG ...,eluation, the CNll C"CAS 
organization ha• reduced frlll'I H to 15 personnel, •• ahown en 
tha following page. 
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1.UliRI! or Rtt!lllliols nlattd lo Sl1iphuihli•2 .... !iloip lltpair 

I) IJ CS.It. !1121.ZUI 1m: ~11111Jnrds llted IO define 11moll bU11mns c<1nut"'" 

2) 1t C.F.llt7D I.Jiii L.oncshon:mcn's nl H:irbar Workm' l'umpen&11io11 Act and R.:la&cd 
s..111n: dclinitiolll ;ind un of terms 

3) it c.r.L 1mus Ship1ard c:mp1oymen1 

4) 21 C.f.R. llH5.2 Oacupmliom1..,_,11111 Meallh S....,,., lilr Shipyn Empl01ftl•n1 
&ape 11111 opplicMion oflllllplft (11pplill 10111 lllip •rinc llld sbipbuikfinl) 

5) 1' C.f.R. §1 tl!.4 Occlapational Safety llld Hft.llh Slandards for Shipymi Employment 
defiaition1 

6)2' C.r.R. *1915.31 °'1cupationlll 5afay and Hcallll S1111d.1nls for Shipyud Employment; 
Sdce ~•lion and 1-alion;_,.&.! appliaaion ol 1Ullput (lpplict all 10 ship 
..,.iring mid shipi..ihli"I) 

7) 2' c.F.R.11'15.51 Vcnlilalianllld pro!ilCdoll in wddia&. cua1na, 111d bClliaa 

I) 2' CF'.R. llfl5.52 Fire ...-iion 

9) Jf C.F.R. fltl5.5J Weld1111. cun1111 llld lain& In way ofpr'5erv:xive c~linp 

10) 21 C.F.R. lltl5.5<1 Wcldin1. cuuiDc. •d htadnc of hollow IMl8I cantainen and slNCl­
-~ ..,. 1915.J~ 

11 l D c.F.R. !ilfl5.li Ciu weldint md CULiin& 

12) It c.tt.IL fllls.56 AIC-ldinJ and Riiing 

13) J9 c.'.R.11915.5'7 Uses ofOUionable matlrial in ship rtplirinu ud shi,....ldina 

14) J9 C.P'.R. llfl5.71 ScolTola or •"9'111 

IS)2' C.F.ll. !11915.'2 I.Nim 

.\l: u.•1•••111' .\ 
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t'IJ 29 Cf.It *191!i.77 \\luricini,1 surlO.:.-• 

~I) 2' C.F.K. lf"!l.9l llluminatinn 

22) Z9 C.P.lt.1191 S.'3 Utilities 

23) 1' c.F.H.. 11915.U Wort in conlil'lld or ieolated lpllCeS 

24) 2t C.F.Jt. fJtl5.!t5 Ship rcpairi11g and sllipbuilcling work on Of ln \he vi;inity of radar and 
r3d10 

!5) 29 C.F.R.11915.96 Wo•k;,, uron lifeboal, 

26) Jt C.Jl'.R. fJ,15.97 Htllth Ind Slllimlion 

211 Z9 c.r.R. §1915.98 Fint Aid 

211 D CF.It. tms.t I I Ocair uid Eq1Upmcnt for Ric;in: and Materials Handling; lnspectjoa 

29) 2t C.J.R. 11915.112 Ropes. chei"' Md 1J;JICS 

JO) 2' Cf'.R. fl915.l t3 Shocklcs end hooks 

~I) 19 CF.R. §1915.114 Choi11 f~lisand pull Ii A, 

Jl) Jf CFJl. fltl!.1 JS Hoistin~ 4nd hituli111 equipment 

lll 29 C.ll.R.11915.116 Use oi 1•11 

34) Jt C.J'.R. flflS.117 Qualilicatiom ofopcri1111t·l 

3$) 29 CF.R. 11915. l I ITables 

l6)29C.f".lt. fl915.131 Oc11cn11 p1ce11ulions 

)7) 29 C.P.R. 11915. lll l'ortabl" electric 1oc1I• 

)Ml H C.lll.lt. fltl!'.133 ~lanJ ""''" 
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41) l' C.•·.R. §1915.136 ln1cm~I co1111>u~iu11 •'ll~i11C1. olhi:r thou shipa 1111Uif'lll'-"'' 

&2) 2' C.F.H.11'11!1.161 iseap: nml application 11f11Ubpan (1pplie1111 ship rqJ11rineand 
od\ipbuildin1> 

43) 29 CJf.R. fl91S.1'71 Scope And tppliclilin ofsubplln (1pplies ra ship "'pairin1 and 
1hisiliuilcli..) 

44] 1' C.,.R. t"15.tll !lec!ri~I cin:ui111nd diJlliblllion lloenls 

45) 2t C.f.R.11'15.IOIJ Albestos 

46l 1' c.r.a.11n..:10Shipllllildina11111 cllip iepliri111 

47) :12 C.F'... ITJ0.54 e..ry Rcplaliou for l'oltll-U. Naval Shipylld Po:alnoulll, New 
Hllapsltirc 

41161 C.J'.L Pt. 6.1, S•11Pl IL A11pemlill a Nllioul Emission Sauldanll for SlripNldftt9 IDll 
SJ.ip Repair) 

4') 4' c.r.L 163.71D Nllionll Emissiom Sladards rar Sllipll11ildiag 11111 Ship Rc,air 

50) 40 C.P.R. l'J.'" N.0-1 £mia1Gt1 Swidudt for Shiplollildi11g MCI Ship P.epa.lr; 
Afplicabllit7 

51)41 c.r.a.1-.21u O..ai SAfet:r and health sra..u.ds 

52) •• C.F.a. flDl-ll.IN-2 Cmcsarical Sl'ICC delcptions 

'Jl 4J C.f.R. 1111..7.lllJ.t Industrial property 

54) 41 c.f'.R. t 1uca Small 8111ineu Progruns: Sis llUdlrds 


'3) 41 c.r.R. llt.1"5 Smll 8Uline11 Programs: AP11limliili1:r (- auclar lhip nip1ir· 

Uidudi.. owerM1111-' --5ions) 


SI\) Ill C.P.R.125.402 l'oni&n Acq111si1ion; Policy 

~•I 4M C.P.ll. !142..Jlll C11C11r.11:1 ~.l111i11111r:i1;,..,, lilnclion• 

~•148 C.l'.R. poUllJ·:Z Unu.'111:11 :md ClllnflCllimi: W'IJ(.11ty 


Mii .ai C:••'.ll.1217.7102 !lfll.-.:••l l."untr~(lini: Mc11kl&l5: M1111cr l\~n:cn,.,~11 h>r lt~t>"ir :and 

.1.1...,..~1••• of V~!lllll<: ticncr"I 
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ii I) 411 CS.It. §232. ltll ll1••crirt"'" .,.._, tin:.im:in~ ""''"'-•• lP'"lll'--.J paymenis llacd 1111 
Jllftlllll•~· or"'"'" nr """'"*""' are Ml>orim:cl o"ll' lor ~••ntrnc1' lor a~ruaion Shipbllilditla 
and ship c1111vcrs""'· al1cr.llion. or repair) 

6Z) 41 C,f.R. §m.ZIM-71 DD Form lSO. lndiviliutl Canlracting Ae!ion Report 

63) • C.f.R. 1432.102 Dacriplion ofColllnct flllllldnr. mclllods 

64} 41 C.FJC. fl217.7DIO Special ColllNcli"ll Melhoda: Fi_, Price CoN..clS ror V-1 
Repair, Allenlion. "'· C:D11wraion: Cl­

65) 41 C.F.R. llZSUI Ml lnspmion 11111 !lllllllll"Ofcloint Wlll'k 

M)GI C.F.R. fl3DU8'·'70 Prawwd~ r~r lllip •OUINClion.lhipll-ioe,udlbip 

67)48 C.F.R.11311.7081 Ssiecial Contracling~ Conuact.&forShipConmuction,Sbip 
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DEFENSE LOGISTICS AGENCY 

HEADQUARTERS 


8725 JOHN J. KINGMAN ROAD, SUITE 2533 

FT. BELVOIR, VIRGINIA 22060-6221 


. 8 OCT 1997 
•REPLY DDAI 
REFERlO 

MEMORANDUM FOR ASSISTANT INSPECTOR GENERAL FOR AUDITING 
DEPARTMENT OF DEFENSE 

SUBJECT: 	 Draft Report on Consolidation of DoD Contract 
Administration services (Project No. 60C-9028) 

This is in response to your August 7, 1997, subject draft 
report. For any questions, call Dave Stumpf, 767-6266. 

Encl 

cc: 

AQBE 

AQBF 




Defense Logistics Agency Comments 

SUBJECT: Consolidation of DoD Contract Administration Services (Project 60C-9028) 

FINDING: Delegation ofDoD Contract Administration Services to the Defense Contract 
Management Command. 
The Anny Ammunition Plant (AAP), the Office ofNaval Research (ONR), and the U. S. Navy 
Supervisor ofShipbuilding, Conversion and Repair (SUPSIDP), with the assistance oftheir 
headquarters offices, currently retain CAS responsibilities, even though the DCMC can provide 
those services. This condition exists because prior studies ofthe SUPSHIP and AAP concluded 
it was more economical and provided greater control not to separate contract administration 
functions from the overall operations of the organi:zations. Also, the ONR had specialim:l skills 
not available within the DCMC. By retaining CAS responsibilities rather than delegating them to 
the DCMC, the DoD is not able to achieve the economies ofscale, consistent application of 
contract administration policies, or independence ofthe contract administration function 
envisioned by the establishment ofDCMC as a single DoD contract administration organi:zation. 
The arguments against delegation ofCAS responsibilities to the DCMC are similar to those used 
at the time offonnation ofthe DCAA in 1965. Presently, DCAA provides DoD contracting 
officers with all contract audit and financial advisory services. The success DCAA has had in 
this role could similarly be obtained by the DCMC. 

DLA COMMENTS: The DoDIG report determined that DCMC is capable ofperforming the 
CAS responsibilities currently being conducted by the AAP, ONR and SUPSIDP. DCMC was 
not involved in the review ofthese organizations and it has been some time since we have looked 
at the feasibility ofconsolidating these organir.ations with DCMC. CAS function consolidations 
have historically proven to save costs, however, the report lacks the detailed analysis ofbenefits 
to be gained by all parties involved. In addition, the report remains silent on the centrally 
performed non-CAS functions performed by the military services (facilities, environment, safety, 
etc.). We recommend a full cost benefit analysis be perfonned to support each ofthe 
recommendations. If it is decided to transfer CAS functions to DCMC, we would need to ensure 
that all resources (FTEs, offices, etc) are transferred as well. 

ACTION OFFICER: LT Bruce A. Rivers, SC, USN, AQBF, 767-2442 
REVIEW/APPROVAL: Mr. Gary S. Thurber, Deputy, DCMC 
COORDINATION: Jeffrey Goldstein, DD~ tof; 

8 CCT 1997 
DLA APPROVAL:~ 

0).....-.....~1...:..... s:>.P 
r EV GOLDSTEIN ; 

Chief (Acting), Internal Review 
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Defense Logistics Agency Comments 

SUBJECT: Consolidation ofDoD Contract Administration Services (Project 60C-9028) 

Recommendation No. 1: We recommend the Under Secretary of Defense for Acquisition and 
Technology direct the Defense Acquisition Regulations Council to eliminate the Defense Federal 
Acquisition Regulation Supplement 242.203(a)(i)(B), which authorizes the Office ofNaval 
Research to retain administration ofcontracts for research and development with universities. 

DLA Comments: Because DCMC currently administers grants and other transactions from our 
geographic offices, the opportunity for small savings may exist. Grant CAS could be perfonned 
through our geographic offices and the field ONR reps could be transferred on a one for one 
basis. We recommend a full cost benefit analysis be perfonned, with DCMC's participation, to 
detennine the quantifiable and non-quantifiable benefits of the transfer ofthese :functions. 

Disposition: Action is considered complete. 

Action Officer: LT Bruce A. Rivers, DC, USN, AQBF 
Review/Approval: Mr. Gary S. Thurber, Deputy, DCMC 
Coordination: Jeffrey Goldstein, DDAI i!f9 1ph 

8 OCT 1997 
DLAAPPROVAL: ~~ 

l'I {,°h.,_ °bM-J l)P
JE GOLDSTEIN ~J 
Chief (Acting) Internal Review 
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Defense Logistics Agency Comments 

SUBJECT: Consolidation ofDoD Contract Administration Services (Project 60C-9028) 

Recommendation No. 2: We recommend the Under Secretary ofDefense for Acquisition and 
Teclmology transfer contract administration responsibility for the U. S. Army Ammunition Plants 
from the Army to the Defense Contract Management Command. 

DLA Comments: As stated in the DoDIG report, the AAPs have a mixture of both CAS and 
non-CAS functions in their workload. These functions become extremely difficult to separate to 
the AAP locations and therefore place the Army in a better position to achieve savings due to 
commingled CAS and non-CAS work. In addition, there are a number ofother support staff in 
Rock Island to handle significant issues such as facilities, safety and the environment which are 
not mentioned in the report. Because ofthe unique nature ofbusiness, there does not appear to 
be a significant opportunity for DCMC to make further savings from consolidation. Moreover, 
the transfer may entail non-traditional functions outside ofthe DCMC mission (e.g. environment 
"supersite" facility management). 

Disposition: Action is considered complete. 

Action Officer: LT Bruce A. Rivers, SC, USN, AQBF, 767-2442 
Review/Approval: Mr. Gary S. Thurber, Deputy, DCMC 
Coordination: Jeffrey Goldstein, DDAI ~ HJ/ 7 

DLA Approval: ~~. 8 OCT 1997 
.gr~ v~....->.-;J....p 

JEFFREY GOLDSTEIN 
Chief (Acting), Intenal Revilti 
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Defense Logistics Agency Comments 

SUBJECT: Consolidation ofDoD Contract Administration Services (Project 60C-9028) 

Recommendation No. 3: We recommend the Under Secretary of Defense for Acquisition and 
Technology transfer contract administration responsibility for the Office ofNaval Research and 
the U.S. Navy Supervisor of Shipbuilding, Conversion and Repair, from the Navy to the Defense 
Contract Management Command. 

DLA Comments: As stated in the DoDIG report, SUPSHIPS has a mixture ofCAS and non­
CAS functions in their workload. The integrated CAS/non-CAS functions performed by 
SUPSIBP present a single Navy image to the shipbuilding industry and is a very effective 
approach to managing shipbuilding and ship repair contracts. These functions become extremely 
difficult to separate at the SUPSHIP locations and therefore place the Navy in a better position to 
achieve savings due to commingled CAS and non-CAS work. Moreover, there are a number of 
other support staff in Crystal City to handle significant issues such as facilities, safety and the 
environment which are not mentioned in the report. The DoDIG report also does not mention the 
daily on site controls and oversight performed by the Navy representatives during ship 
construction and overhaul. Because ofthe unique nature of industry, there is no significant 
opportunity for DCMC to inake further savings solely from consolidation. 

Disposition: Action is considered complete. 

Action Officer: LT Bruce A. Rivers, SC, USN, AQBF, 767-2442 
Review/Approval: Mr. Gary S. Thurber, Deputy, DCMC 
Coordination: Jeffrey Goldstein, DDAI "'?" 101 l 

8 OCT i997
DLAApproval: ~~ 

f:J~n i1I: e,,i.__µ :...... 
JEF EV GOLDSTEIN 
Chief {Acting), Internal Rev'iew 
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Evaluation Team Members 

This report was prepared by the Contract Audit Directorate, Office of the 
Assistant Inspector General for Policy and Oversight, DoD. 

Maurice G. Nestor 
Michael A. DiRenzo 
Kimberly A. Gray 
Thomas M. Schultz 
Nancy C. Cipolla 
Ana A. King 
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