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January 21, 1993

MEMORANDUM FOR DIRECTOR OF DEFENSE PROCUREMENT

ASSISTANT SECRETARY OF DEFENSE (PRODUCTION AND
LOGISTICS)

COMPTROLLER OF THE DEPARTMENT OF DEFENSE

ASS5ISTANT SECRETARY DF THE NAVY (FINANCIAL
MANAGEMENT)

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

INSPECTOR GENERAL, DEFARTMENT OF THE ARMY

DIRECTOR, DEFENSE LOGISTICS AGENCY

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

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

DoD Directive 7650.3 requires that audit recommendations be
resolved promptly. Therefore, the Assistant Secretary of Defense
{Production and Logistics); the Director of Defense Procurement;
the Comptroller of the Departnent of Defense; the Director,
Defense Logistics Agency; and the aArmy; Navy; and Alr Force must
provide final comments on the unresolved recommendations by
March 22, 19293, See the "Response Requirements Per
Recommendation®” section at the end of sach finding for the
unresolved recommendations and the specific reguirements for your
conments.

As reguired by DoD Directive 7G50.3, the comments must
indicate concurrence or nonconcurrence in the finding and esach
recommendation addressed to you. If you concur, describe the
corrective actions taken or planned, the completion dates for
actions already taken, and the estimatad dates for completion of
planned aactions., If you nonconcur, you must state your specific
reagons for each nonconcurrence. If appropriate, you may propose
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alternative methods for accomplishing desired improvements.
Recommendations are subject to resolution in acceordance with DeD
Directive 7650.3 in the event of nonconcurrence cr failure to
comment.. We also ask that your dcommente indicate concurrence or
nenconcurrence with the internal controel weaknesses highlighted
in Fart I.

The courtesies extended to the audit staff are appreciated.
‘ou _have any gquestions on this audit, please contact
Program Director, at {703} 692-g
, Proiject Manager, a
& planned distributicn of this

(703} 692
report is

Edwarg R. Jones
Deputy Asgistant Inspector
General for Auditing

(oI}

Secretary of the Army

Secretary of the Navy

Secretary of the Air Force

Under Secretary of Defense for Acquisition

Director, Defense Finance and Accounting Service

Deputy Assistant Secretary of Defense
{Inforvation Systens)

Director, Defense Acquisition Regulations Council

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

Audit Report No. 93-042 January 21, 1993
(Project No. 1CH-0033)

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

Introduction., The Department of Energy (DoE) performs work for
DoD an a reimbursable basis through its Work-for-Others Progran.

From May 19920 through CQctober 1991, DoD procureaed about
$323.9 million of gervices through the DoE Oak Ridge Field office
under the Work-for-Others Frogram. This audit evaluated work

performed for DoD under the Work-fer-oOthers FPregram by the
Hazardous Waste Remedial Action Program Division and the Data
Systems Research and Development Division, both managed and
operated by Martin Marietta Energy Systems for the DoE Oak Ridge
Field Office.

Objectives. The audit objectives were to examine DoD Hetline
allegations of improprieties in DoD acguisitions through the
Work-for-Others Program at ©Qak Ridge; to follow up oD
recommendatiens made in the 0IG, Dob, Report HNo. 90-085, "DoD
Heotline Allegation of Irregularities 1in DoD Contractual
Arrangements With the Department of FEnergy,® June 1%, 13%90; and
to evaluate applicable internal controls.

Audit Results. We determined the Hotline allegations had wmerit
and that the Military Departments did net adeguately strengthen
controls over the use ci interagency agreements after we issued
our June 1990 audit report on interagency acguisitions through
the DoE.

o For the sample of 136 Economy Act orders, DoD paid about
$11.6 million in additional costs by placing Economy Act orders
through the DoE Oak Ridge Field Office. DoD activities did not
follow normal procedures for Economy Act orders which includes
nbtaining prior approval from a DoD contracting official as
required by the Federal Acquisition Regulation and Defense
Federal Acquisition Regqulation Supplement (Finding A).

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

o DoD management information systems could not identify the
number, value, 1ssuing activity, or recipient of Economy Act



orders. As a result, DoD managers werg unaware that during
F¥s 1990 and 1991 more than $6.3 billion of DoD funds was sant to
DoE and other Government agencies using Economy et orvders
{Finding C).

c DoD activities inappropriately cited the Project Order
Act as the legal authority for issuing Economy Act orders valued
at $%17.9 millien to the DoE 0Oak Ridge Field Office. These
inappropriate cites resulted in the recording of improper
ohligations in DoD financial records (Finding D).

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

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

summary of Recommendations. We recommended that Dol establish
critaria and specify details to include in interagency
agreements, estaplish internal contrels to eansure adeguate
administration of DoD Economy Act corders, and establish a system
for tracking DaD procurements that use Economy Act orders. We
added a recommendation to the final report to establish a central
point within DoD to oversee policy and administration of
interagency acguisition.

Hanagement Comments. The Director of Defense Procurement
nonconcurred with the need for an information system to track
interagency acguisitions under the Economy Act, but will address
the need for a contracting officer’s approval of interagency
agreements and Econumy Act orders through the Defense Acguisition
Regulation Council. The Military Departments and Defenza
Logistics Agency generally agreed to initiate disciplinary
actions where appropriate for improper use of Economy Act orders,
and agreed that interagency agreements and related orders should
be reviewed, then ratified or terminated, but disagreed as to
whether the review was the responsibility of DoD contracting
officers. The Military Departments also agreed to 1ssue guidance
on the use of project orders, The full discussion of the
responsiveness of management conments 1s in Part II and the
complete text of management comments is in Part IV of the report.
Additional comments are reguested by March 22, 1993,
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PART - I CcT

Background

Work~for-Others FErogram. The Department of Energy (DoE}
parforms work for other Federal agencies on a reimbursable basis
through its Work-for-Others Pregram in accordance with the
Economy Act of 1932, United States (ode, title 11, section 1535.
The Economy Act authorizes ap agency to place orders for goods
and services with another Federal agency when the head of the
ordering agency determines that it is in the bkest interest of the
Government to do so, and that the support services cannot be
provided as conveniently or cheaply by contracting with the

private scctor. Dob activities place orders with DoE by
submitting DD Form 448, "Military Interdepartmental Purchase
Reguests,” (MIPRs}) or other ordering documents under established

interagency agreements. A flowchart of the process for procuring
support services through the DoE Oak Ridge Field 0Office is shown
in Appendix A.

The Work=for~Others Program provides other Federal agencies
access to the special research capabilities and resources of the
22 DoE national laboratories, whieh werea identified by the Office
of Federal Procurement Poalicy Letter 84~-1, "Federally Funded
Reszarch and Development Centers." DoE benefits from the Work-
for-Others Program through better and mure continuous use of its
facilities and personnel.

In FY 1990, the DoF identified the management of Work-for-oOthers
Program as a material weakness and has been working to eliminate
the weakness. DoE officials stated that DoE has made significant
progress over the past several years to ensure the Work-for-
Others Pragram 1s properly ovarseen and controlled through new
policy requirements and initiatives. Policy improvements include
establishing minimum information reguirements for the review,
acceptance, and monitoring of Work-for-others; reguiring
sponsoring agencies to provide DoE a statement to demonstrate
that DoE does not compete with the private sector; requiring a
boE contracting officer to certify that Work-for-Others
determinations are performed prior to DoE accapting a project;
and defining the roles and responsibilities of the Office of
Intelligence, Dok in the Wark~for-0Others process for
intelligence~related projects. Improvement initiatives include
developing a Work~for-Others brochure, preparing an annual Work-
for-Others Program summary report, and holding regqgular meetings
between DoE and contractor personnel to discuss concerns.

DoB Oak Ridqge Field Office responsipilities., DoE pexrforms
work under the Work-for-Others Program either directly or through
management and operating contractors at its laboratories and
facilities. The DoE ©Oak Ridge Field o0ffice, 0©ak Ridge,
Tennessee, oversees five contractor~-operated laboratories




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

The Work-for-0Others Program within DeE has grown from about
$728 million in FY 1980 to about $Z bkillion in FY 1991. From
May 1930 through Ocgtober 1991, DeD activities procured work
costing about $323.9% million through the DoE 0Oak Ridge Fiaeld
Cffice facilities. In recent years, the work undertaken by the
DoE Oak Ridge Field 0Offlice for other Federal agencies has grown
te approximately 20 percent of the total budget of the field
office and accounts Eor an increasing progportion of the field
office overall research and development effortse.

Objectivas

The 0IG, DoD, received Hotline allegations contending that DoD
actlivities used the DoE Work-for=Others Program at the DoE 0Oak
Ridge Field o0Office to circumvent the procurement gprocess,
personnel ceilings, and salary restrictions; pald excessive costs
and recelved no tangible products for work subcontracted out by
Martin Marietta; and obtained support services that did not
require the unigue capabilities of the DoE 0ak Ridge Field
Office.

The objectives of this audit were to:

0o examine the Hotline allegations that improprieties were
involved in the acquisition of goods and services through the
Work=-for=-others Program at the DoF 0ak Ridge Field Office;

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

o evaluate the effectiveness of applicable internal
controls.

our audit was a cooperative effort with the 0IG, DoE, and its
Eastern Regional Audit Office at Oak Ridge, Tennessee. The
0IG, DoE, limited its audit work te examining the administration



of contracts awarded through the Work-for-Others Program to firms
under the Small Business Administration 8(a) Program by the DoE
Oak Ridge Fileld Office and Martin Marietta,

Scope

Bele ] we evaluated 9 Iinteragency
agreements and 196 related MIPRs, project orders, and other
ordering documents (referred to as Economy Act orders) issued to
the DeE Qak Ridge Field Office by the Military Departments and
the Defense Logistics BAgency, valued at $97.1 wmillion. The
% interagency agreements were judgmentally selested from a
universe of 41 that had minority contractors under the Small
Business Administration 8{(a) Program performing work as
subcontractors to Martin Marietta. We established the universe
and selected the sample in conjunction with the 0IG, DoE. The
196 Economy Act orders in our sanmple were lissued by 8 oD
activities for 33 separate projects. Except for the
3 projects specifically identified in the allegation letter, all
the projects had Econemy Act orders that were issued tc the Cak
Ridge Field o©ffice after DoD-wide guidance was issued on
May 10, 1990. on that date, the Principal Depubty Assistant
Secretary of Defense (Production and TLogistics) issued a
memorandum directing the Military Departmentsg and the Defense
Logistics Agency to ensure that all future interagency
acquisitions were properly authorized (Appendix B). The
$97.1 million for the 186 Economy Act orders accounted for
approximately 36 percent of the total dollars ($2646.3 millicen) on
orders that were issued under the 9 interagency agreements
reviewed. Sese the following summary.

Sunmary of Interagency Agreenments Reviewed

Nunber of Number Number

DoD Interagency of of Dollar vValue
Activity Adqreements Proijects  Qrders of Proijects
Army 5 11 45 $21,348,451
Navy 1 7 60 40,990,822
Air Force 2 14 89 34,024,450
DI.A 1 1 2 750,000
Total 9 33 195 $97,113,723

For each ordering docunent, we examined justifications for the
Economy Act orders, statements of work, progress reporis,
invoices, vouchers, and related correspondence for FYs 19390 and
1891. We interviewsd officials at the Office cof the Director of



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

Availability of computerized data. No computerized data

were avalilable within DoD on interagency agreements and Economy
Act orders with the DoE 0Oak Ridge Field Office, We obtained
computerized data from DoE; however, the data did pnot adeguately
correspond to data obtained from the individual DoD activities
where we performed work, and therefore was not used.

Audit peried, standards, and locations. This economy and
efficiency audit was performed from March 1991 through July 1992

in accordance with auditing standards issued by the Comptreller
General of the United States, as implemented by the Inspector
General, Dob. The audit included such tests of internal controls
a3 Were considered necessary. The activities visited or
contacted during the audit are listed in Appendix J.

Internal Controls

We reviewed the implementation of the Federal Managers? Financial
Integrity Act as it related to our audit scope. Oour internal
control review determined whether the DoD activities complied
with the Economy Act, the Federal Acquisition Regulation ({F&Hj,
and the Defense Federal Acgquisition Regulation Supplement
(DFARS) . The audit identified waterial internal control
weaknessaes as defined by Public Law 97-25%, Office of Management
and Budget Circular No. A=-123, and DoD Directive 5010,38.
Internal accounting and administratrive controls either dild not
exist or were inadeguate to preclude unauthorized issuance and
payments on Economy Act orders that were not approved by DoD
contracting officers. The Federal Managers’ Financial Integrity
Act was not adequately implemented in relation to our audit
scope, and we found that DoD pragram officialz did not comply
with established policy requiring DoD cantracting officials to
approve all Eeconomy Act orders for services and items procured
through the DoE Qak Ridge Field office (Finding Aj),

With the axception of the Defense Logistics Agency, we also found
that corrective actions were not implemented on deficiencies
reported in the two pricor 0IG, DoD, audit reports: Report
No. 90-085, YDoD Hotline Allegation of Irregularities in DoD
Contractual Arrangements With the Department of Energy,” June 19,
1990, and Report No. 90~034, "Contracting Through Interagency
Agreements With the Library of Congress,™ February 2, 1990,
(Appendix Q). We attribute these condlitions to a lack of
management emphasis by the Military Departments on implementing



control procedures. Compliance with FAR and DFARS procedures for
interagency acquisitions should have prevented the deficiencies
discusged in this repert.

In the DoD FY 1591 Annual Statement of Assurance, the Army and
Navy identified inappropriate coffloading of contract reguirements
as a material weaknezs. The Army and Navy target to correct this
waakness was FY 1992, The Air Force identified inappropriate
offloading of reguirements as a material weakness and reported
the weakness corrected 1n FY 1590 through changas to policy and
regulations. We determined, however, that problems still exists
within each of the Military Departments. Recommendations A.l.a.,
A.1.b., A.3.a.{2), A.4., B, and C. if implemented will correct
these weaknesses. We believe Dol can realize monetary benefits
by tightening controls over the issuance of interagency
agreements and orders to the DoE 0Oak Ridge Field Office and other
Federal agencies. However, these potential benefits could net he
quantified bhecause we could not accurately compare the cost of
procuring through the DoE 0Oak Ridge Field Office with the cost of
procuring through the private sector. A copy of this report will
ke provided to the senior official responsible for internal
controls within the Military Departments and Defense Legistics
Agency.

Prior Audit Coveraga

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

Other Matters of Intarest

The Qctober 1990 Hotline complaint to the ©IG, Doah, cited a
series of allegations regarding DoD«funded projects procured
through the Work-for~oOthers Program at the DoE Oak Ridge Field
office. The following summarizes each of these allegations and
indicates whether they were substantiated based on audit work we
performed.

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

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



Command (MICOM} desired to continue the services of Management
Technolaogy Assoclates, Incorporated {MTA), a contractor
performing work under an expiring contract. MTA informed the
Maintenance Division of the existing interagency agreement
between MICOM and DoE, and the Maintenance Divieion Iissued
Economy Act orders totaling $741,148 to retain the services of
MTA.

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

Audit result., While we did not perform sufficient work to
determine that costs were excessive, we determined that DoD
activities pald approximately $11.6 million in additional costs
to obtain services through the NeoE Oak Ridge Field Office. We
also determined that 26 of the 33 projects had multiple tiers of
subcontractore, which in turn added 31 cor 4 tiers of indirect
costs for administering the projects. The additional indirect
costs provided no tengible  Dbenefit for costs incurred
{Finding A). The preferred method for obtaining the services is
for the Dol activity to issue direct contracts to the
subcontractors,

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

Audit rasult. We did not identify exawmples where Economy
Act orders were used to circumvent personnel or salary ceilings.
We did, however, identify two DoD activities that issued Economy
Act orders to DoE because of a lack of in-house personnel to
oversee and adninister projects. For example, the Naval
Facilities and Engineering Command (NAVFAC) issued nine Economy
Act orders for $7.3 million to HAZWRAP to identify and assess
hazardous waste disposal and spill areas at the Naval Shipyard,
Mare Island, California. NAVFAC used DoE because of a shortage
of staff 1In the contracting affice to oversee the project.
HAZWRAP subcontracted more than 90 percent of the work and
charged NAVFAC $545,000 for project management.

Alsa, the Air Force Engineering and 3BServices Center (AFESC)
1ssued Economy Act orders totaling $490,076 to gbtain personnel
focr research positions from ORAU because program officials
balieved that the needed expertise was not available in-~hause,
that local Air Force personnel officez were not equipped to hire
technical personnel, and that the services could be obtained more
expeditiously through DoE.

Allegation. DSRD has few, If any, special and wunique
capabilities.



Audit result. The 0IG, Dok, stated that DSRD 1is ah
infermation technology research and development organization
chartered to conduct cne~of-a-kind information projects
raflecting state~of~the~art computing methodologies and
technologies in support of DoE and other Government agencies,
The QIG, DoE, further stated that DSRD provides proven integrated
experience in a range and depth of disciplines not found in the
private sector such as operations research, development and
applications of complex algorithms, computer-aided software
angineering, and design and optimization of ceomplex, large
relational database management systems.

However, DoD activities issued Economy Act orders for 23 of the
33 projects reviewed, valued at $79.8 million, to both DSRD and
HAZWRAP for work that was not unique. Martin Marietta
subcontracted more than 70 percent of the work to other firms for
12 of the 23 projects. According to DoD program officials, the
activities were aware that the services ware available in the
private sector, but for ease of obtaining the services and for
expediency, chose to use Economy Act orders to DokE. (Finding A).
To put the allegation and audit results in perspective, the tiers
of subcontractors did receive competitive awards from DSRD. We
could not estimate if and how many subcontract tiers and related
indirect costs would have existed 1f Dol activities had
contracted directly for the services obtained through DoE.






PART II ~ FINDINGS AND RECOMMENDATTIONS

AGENCY AGREEMENTE AND ORDERS

DoD program officiale circumvented normal procurement channels
and placed Economy Act orders with the DoE facilities at o0Oak
Ridge without obtaining the assistance of a DoD contracting
pfficial, as required by FAR subpart 17.5, "Interagency
Acguisitions Under the Economy Act.'" DoD program officials also
used Economy Act orders to procure automated data processing
{ADP) resources, thus circumventing the Brooks Act of 1%65,
40 U.s.C., 7859 (the Brooks Act), and personal services, thus
circumventing ¢ivil Service hiring practices, These conditions
occurred because DoD program officials did not use the available
expertise of DoD contracting officers. In addition, the Military
Departments did not adegquately strengthen contrals over
interagency agreements and orders after 0IG, DoD, audit reports
were issuex) on interagency acquisitions thrcugh the Likrary of
Congrese and DoE. Consequently, for the sample of 156 Econony
Act orders, valued at $97.1 million {(Appendix D}, we estimate
that DoD program cofficials paid approximately $11.6 million in
additional casts by going through the DoE Oak Ridge Field Office
to have the work performed. Appendix E provides a breakdown, by
project, of estimated additional costs.

DISCUSSION QF D

Background

We selected 196 Economy Act orders valued at $97.1 willion that
were issued by DoD activities under the 39 interagency agreements
we selected for review. The 196 orders were for 33 projects to
be performed by the DoE Oak Ridge Field Office. Except for the
three projects specifically identified in the allegation letter,
all the projects had Economy Act orders that were issued after
May 10, 1990, when the Principal Deputy Assistant Secretary of
Defense (Preduction and Logistics) reguested the Military
Departments and the Defense Logisties Agency to strengthen
controls over interagency acquisitions.

Authorization of Interagency Agreements

DoD contracting officers did nott participate in preparing,
reviewing, or appraving the 9 interagency agreements we examined
{either before or after they were issuad}, or in preparing the
written determinations required by the Economy A¢t and the FAR

for 189 of the 1926 Econcmy Act orders reviewed. The DoD
activities that issued the unauthorized Economy Act orders to DoE
are identified in Appendix D. We found that seven Economy Act

orders 1issued by the Military Airlift Command (MAC) for the
Air Services Industrial Fund Integrated Computer System project
under interagency agreement (IAG) No. 1660-1660 were approved.



MAC prepared a Written determination stating that procurement of
the services through FEconomy Act orders to DoE was 1n the best
interest of the Government and the orders were reviewed and
approved by a DoD contracting officer prior to issuance.

The Economy Act, as implemented by FAR subpart 17.% reguires that
the head of the requesting agency, or designee, make a
determination that orders placed under the Economy Act with
another agency are in the best interest of the Govermment, and
that the contracting officer has the determination in hand prior
to placing the orders. The DFARS subpart 217.5, "Interagency
Acquisitions Under the Economy Act,% states that a DaD
contracting officer 1is designated to make the determination
reguired by FAR subpart 17.5. The FAR and DFARS rsquirements
ensure that the expert knowledge of Dol contracting officers is
fully utilized in determining that it 1is in the best interest af
DoD to obtain required supplies or services through an Economy
Act order, rather than through a regular solicitation and
contract with a private~sector firm.

Interagency agreements and Economy Act orders were improperly
authorized and issued because the Military Departments did not
promptly notify program officials that they were not authorized
to enter into interagency agreements or to issue Economy Act
orders after vreceiving the May 10, 1990, Principal Deputy
Assistant Secretary of Defense (Productien and Logistics)
memorandun. Also, there was virtually ne guidance on the use,
foermat, and content of interagency agreements. HRationale cited
to us by DaD officials for not obtaining a DoeD contracting
officer’s approval on the Economy Act orders included:

o the requiring activity did not have a contracting office;

© the Economy Act orders were not "contractual actions!;
therefore, review by a contracting officer was not regquired;

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

o approval by a contracting officer would have delayed
issuance of the Eccnomy Act order, or the program cffice did nat
want to Yovertax" contract personnel; and

o DoE, not DeoD, was responsible for determining compliance
with the Economy Act, the Competition in Contracting Act of 1984
(10 U.S.C. 2304); affice aof Federal Procurement Folicy Letter
84-1, *Federally Funded Research and Development Centers;" tha
FAR; and other applicable laws.

Awareness of DoE Oak Ridge Field Office capabilities. We
found that DoD program officials made assumptions about comments
by senior command personnel about the use of the DoE Oak Ridge

140



Field oOffice. For example, in 1988, the Army Materiel cCommand
conducted a presentation on the range of capabilities and the
benefits of using Economy Act orders with the DoE Oak Ridge Field
Office during a ceonference with officials from subordinate field
activities ineluding MICOM, the Aviation Systems Command, and the
Systems Information Management Activity. We intervieswed program
personnel who attended the presentation who believed that sinhce
the Army Materiel Command officials had endorsed the use of
interagency agreements with the DoE ©Oak Ridge Field Office,
subseguent approvals by contracting efficlals and agency heads
regquired by the FAR and the DFARS were unnecessary.

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

Acquisition of ADP suppert services. We determined that

program offices acquired ADP support services, valued at
$46.8 millien, that fall under the reguirements of the Brooks Act
and the Federal Information Resources Management Regulations
{FIRMR) subpart 201-~4,001, without obktaining a delegation of
procurement authority from the General Services Administration,
&4 list of the DoD activities involved is included in Appendix F.
DoD program officials were apparently not aware of the Brooks Act
and FIRMR requirements and did not seek the assistance of DoD
contracting officlals prior to issuing Eccnomy Act orders.
Examples of ADP support servicez procured by DeoD activities
through the DoE Oak Ridge Field Office included a program plan
for an information analysis center, technical assistance in
scheduling algorithms and relational database interface, and
development of a framework for a comprehensive information
management system, Because the DoD program officials did not
seek the assistance of DoD contracting officials on the 15 ADP
acquisitions, we aestimate 5$7.7 million of additional costs were
incurred by going through the DwE 0Oak Ridge Field oOffice
{Appandix F).

The Brooks Ag¢t and the FIRMR subpart 201-39.106 state the
authority and responsibility to¢ contract fer ADP rescurces is
vaested in the Administrator, General Services Administration, who
may grant a delegation of procurement autherity to another
Federal agency when that agency has sufficient experience,
resources, and ability to fairly and effectively c¢arry out
procurements of ADP resources. FIRMR subpart 201-32 requires
that agencies submit a procurement request to the General
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Services Administratien and raecelve a specific acguisition
delegaticn of procurement authority when the acguisition is not
caovered by a regqulatory or specific agency delegation authority.
The General Services Administration has delegated blankat federal
information resources {(FIR) {also referred to as ADP) procurenment
authority to DeD activities for competitive contracts when the
value of the contract does not aexceed $2.5 million, and %250, 000D
when noncompetitive. In addition, the delegation authority is not
reguired when FIR cguipment or services are obtained from another
Government agency. However, each of the FIR procurements through
DoE were noncompetitively placed with DoE, exceeded the $250,000
limitation, and were performed by Martin Marietta Eneryy Systems
and subcontractors, not DoE.

Personnal pracktices. AFESC issued Economy Act orders under
the interagency agreement with tha DoE Qak Ridge Field Office to
obtain personnel for research positions frem ORAU. Program
officlals believed that the needed expertise was not available
in~house, that local Air Force personnel offices were not
equipped to hire technical personnel, and that the needed
services would be obtained more expeditiocusly under the

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

used ORAU as an employment agency to hire technical personnel.
ORAU advertised for the job, screenad resumas, conducted
interviews, selected gqualified candidates, hired the chosen
candidate, and maintained all administrative vyecords. AFESC
improperly tasked ORAU to perform an inherently Governmental
function and used Economy Act orders to obtain personal services
contracts.

Also, NAVFAC program officials stated that they used HAZWRAF to
manage their projects bkecause NAVFAC 4id4 not have the in-house
staff to adeguately oversee NAVFAC projects. For example, NAVFAC
issued nine Econcmy Act orders totaling $7.3 million to the DoE
Oak Ridge Field Office for HAZWRAP to initiate effective remedial
measures under the Remedial Tnvestigation and Feasibility Study
at the Naval Shipyard, Mare Island. HAZWRAP subcontracted more
than 90 percent of the work and charged NAVFAC $544,951 for
program management (Appendix E). We were unable to determine how
many additional NAVFAC personnel would have been naeeded to manage
the work and administer the contract. In responding to a draft
of this report, the Navy stated that it did not believe that
manpower ceilings ware a significant «constraint in the
environmental area. Instead, the Navy considers the motivation
to use DoE to have been the perceived ease of using interadgency
agreements, particularly in the absence of knowledgqe of reguired
procedural and legal requirements.
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Unigue capabilities of the Field oOffice
facilities. Agencies are to rely to the extent practicable on
existing in~house and contracter sources for satisfying their
research and development needs cansistent with established
procedures under the Economy Act or procurement tregulations.

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

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

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

For example, the Maintenance Divislon at MICOM issued
four Economy Act orders under IAG No. 1875=A053 to DSRD tataling
$741,148 for independent verification and validation of test
program sets. We found that bafcere 1938, MICCM procured the
services from MTA, a Small Busipness Administration 8(a) minority
business, under an omnibus contract with the MICOM Quality
Assurance Directorate. In 1988, a new omoibus contract was
established but the services of MTA were not renewed. MTA
representatives informed MICOM officials of its association with
the DoE ©ak Ridge Field Office and the existence of an
interagency agreement already in place with DoE. MICOM program
officials decided to use the interagency agreement and specified
MTA be the subcontractor. MTA received B84 percent of the funds
on the Economy Act orders sent to the DoE 0ak Ridge Fileld Office.
MICOM alsoc paid additiomal costs of $§9%2,533 for project
management perfarmed by DSRD (Appendix E}.

In another instance, NAVFAC issued 10 Economy Act orders totaling
$18.9 million under IAG No. 1828-1791 to HAZWRAP for the Remedial
Investigation Project at the Naval Air Station, Moffett Field,
california, About 95 percent of the funds were pald toO
subcontractors, and NAVFAC paid unnecaessary additional costs of
$690,937 for HAZWRAP pruject management (Appendix E).

Broad Use of Individual Interagency Agreements

The interagency agreements hetween Dol activities and DoE ware
brief documents that established a level-of-effort arrangement
wheraby DoE would provide a variety of work under the general
categories identified in the interagency agqreement. The
nine interagency agreements werg patterned after a two-page
sample that DOE provided to the DoD requesting activities. The
interagency agreements cantained broad statements of work,
allawing for Economy Act orders to requast a variety of tasks.

13



Guidance on interagency agreements. The FAR and DFARS do
not prescrikbe content or format details to he included in an
interagency agreement, DaD Instruction 4030.19, "Interservice,
Interdepartmental, and TInteragency Support,” April 15, 1992,
provides general guidance on the completion of memorandums of
agreement or understanding. The Instruction provides that
memorandums of agreement or understanding should identify the
parties to the agreement, term of the agreement, support ta he
pravided, the basis for calculating reimbursements for each
categary of support, and an estimate of projected reimbursements.
It also provides that the memorandums of agreement or
understanding and the DD Form 1144, "Support Agreement," should
document general provisions such as multiple parties to the
agreement, billing instructiens, and exceptions to provisions
printed on the form, and specific provisions such as additional
supplier and receiver responsibilities; a 1listing of ocaupied
facilitie=s; and a description of unigue conditions, reguirements,
quality standards, and measurement criteria.

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

Inpact of existing guidance. The lack of guidance and
internal controls built into intaragency agreements resulted in
Economy Act orders being issued by DoD activities that were not a
party to the original interagehcy agreement, without the
knowledge of the originating DoD activity, and for a wide variety
of work. For example, IAG No. 1489-1489, which was issued by
AFESC, provided for a wide range of work that included:

.+. research and development; cost-benefit, environmen-
tal, and risk analyses; pathology, engineering design
and cost studies; information systems integration;
quality assurance; training in water and air quality;
hazardous waste handling, wortuary services, food
servicea; and work that may be extended to include
othar functional areas under the auspices of AFESC.

In March 1986, because of the dacentralization of environmental
project management, AFESC issued a memorandum giving other Air
Force major commands direct access to the DoE Oak Ridge Field
Office wusing the existing interagency agreement established
between AFESC and DoE. Almost 800 separate Economy Act orders,
valued at approximataely $151.1 million, were submitted to the DoE
Oak Ridye Field Office under TAG No. 1489-1489 through FY 1991.
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We also found that the Material Management Directorate at MICOM
established IAG No. 1875-A053 in October 19287 to develop an
Artificial Intelligence Expert System. Five other MICOM program
offices issued Economy Act orders under the interagency agreement
totaling approximately $11.2 wmillion. Neither +the original
interagency agreement nor any of the subsequent Economy Act
orders were approved by the MICOM contracting office. The
contracting office at MICOM became aware of the existence of the
interagency agreement during our audit visit.

A uid . Additional guidance on the contents
of the interagency agreement is needed, whether the interagency
agreement is for a single order or a series of orders anticipated
to occur over a period of time. We balieve that the guidance
should state that interagency agreements describe the categories
of supplies or services that may be procured under the
interagency agreement. This goes beyond the general description
"purchasing and contracting services" in DoD Instruction 4000.19.
The interagency agreement should identify services that are
clearly within the purpose, mission, and general scope of effort
established by the sponsoring agency. The description of
services should be detailed enough far the contracting officer to
make determinations that subseguent orders are appropriate and in
the best interest of the Government te procure from the other
agencies. The following provisions were not included, pbut should
be regquired in sach interagency agreement.

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

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

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

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

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

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

o A specified expiration date and provisions for
termination.

clarity of guidance. The guidance on the intent of the
Economy Act and use af interagency agreemants and orders is not
sufficient, The Economy Act reguires the requesting agency to
certify in writing that the support services c¢ould not be
provided as "conveniently or cheaply" (underscoring added} by the
private sector. We believe that the Economy Act was based on the
premise that Federal agencies can achieve an econowmlc savings if
they combine their requirements and avoid the added costs that
would be incurred if each agency procured its needs on separate
contracts with the private sector or developed its owh in-house

capabllity. It was not intended to provide agencies a
"convenient" means to circumvent nermal procursment channels and
avoid competitian. Determinations prepared by contracting

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

Neither the Economy Act, the FAR, nor the DFARS specifies
requirements regarding determination of tanglble and intangible
benefits. Dol Directive 4000.19-R, "Defense Interservice Support
Regulation," March 1984, issued in conjunction with DoD Directive
4000.19, *Intersarvice, Interdepartmental, and Interagency
Support,™ Qctober 14, 1980, provided guidelines for interagency
acquisitions that required that savings and costs to the
Gavernment be identified. However, DaoD Directives 4000.19 and
4000.19-R were cancelled and replaced in April 1992 by DoD
Instruction 4¢00,192, which does not require any cost/benefits
analyses.

We believe that additional guidance is also needed on
the determinations required Dby FAR subpart 17.5 and
DFARS subpart 217.5. Specifically, DFARS 217.5 may now be
interpreted to mean that the determinations may be delegated to
someone  other than a contracting officer. For example,
Headquarters, Defense Logistics Agency, diracted that its
interagency agreement and Economy Act orders be reviewed and
approved by its Director for Contracted Advisory and Assistance
Services rather than a contracting officer. The determinations
should state whether benefits will be realized by abtaining the
purchasing and contracting suppeort from ancther agency, and
should identify any other advantages to DoD.
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The guidance should be disseminated to progrom managers who are
likely to have requirements and should be Lncorporated in
training courses for program managers and contracting personnel.
Appropriate disciplinary actions should also be taken against DoD
program officials who knowingly abused the use of interagencay
acguisitions under the Economy Act.

Additional ecomtm attributable to interagency procurements.
Based on the limited detailed cost data we obtalned from DoE and
Martin Marietta, we estimated that Dol activities paid
approxXimately $11.6 willion in additional costs to obtain
services through the DoE Oak Ridge Field Office (Appendix E). We
also determined that 26 of the 33 projects had multiple tiers of
subcontractors.,

We calculated additional costs by dividing the subcontractor cost
by the total cost to darive the parcent of work Martin Marietta
of floaded te subcontractors. This percentage was then applied to
costs incurred by Martin Marietta (exaluding subcontractor costs)
te estimate additional c¢osts for obtalning project support
through the DoE Oak Ridge Field Office. For example, for the
AFESC Federal Fire-Fighter Certification System project, Martin
Marietta billed 5727,848 and paid subcontractors $680,637
(94 percent) to perform the work; the remaining $47,211 was
charged for Martin Marietta indirect costs, such as overhead,
travel, and other indirect costs. The additional coast for this
project was 544,278, which 1s 94 percent of Martin Marietta’s
indirect costs. Using DobD procurement offices for contracting
and using the Defense Contract Management Command for contract
administration could have eliminated the majority of additiocnal
costs generated from use of Economy Act orders.

Conclusiona

We determined the allegations in the DoD Hotline complaint had
merit. Also, the issuance of the May 10, 1%%0, Principal Deputy
Assistant Secretary of Defense (Productions and Logistics)
memorandum was not sufficient to stop the inappropriate use of
interagency acquisitions by DoD activities, Additional guidance
is needed on the format and content of interagency agreements, on
who should perform the determinations that the interagency
acquisition is in the best interest of the Government requivred by
DFARS subpart 217.5, and on what should be included in the
determinations. Contracting officers must authorize the ordering
of supplies and services through other Federal agencies. Where a
major portion of the work has not already been performed on
Economy Act orders that were not properly authorized, DoD
contracting officers sheould perform and document determinations
on whether performance should continue. Where appropriate, DoD
contracting officers =should ratify the Economy Act orders.
Determinations on whether performance should continue or be
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terminated should also be documented. More efforts need to be
taken to ensure that DoD program managers are aware that DoE
and othar Federal agencies cannot be tasked to perform
purchasing and contracting functions unless the interagency
acguisition has been authorized by a warranted 0ol contracting
officer.

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

In April 1992, we 1issued Report No. 92-06%, "Quick-Reaction
Report on DoD Procurements Through the Tennessee Valley
Authority." The report stated that DoD officials, who lacked

authority under the FAR and DFARS to approve interagency
acquisitions, lmproperly authorized 147 Economy Act orders to
transfer $84.8 million of expiring fupdse during August and
September 1991 to TVA to achieve technical ohligation of those
funds,

As a result of the TVA audit, the Under Sacretary of Defense for
Acquisition and the Military Departments tock steps to address
the inappropriata use of interagency agreements. On October 25,
1991, the Under Secretary of Defense for Acguisition issued a
memorandum to the Secretaries of the Military Departments and the
Directors of the Defense agencies to reinforce DoD policies
regarding contract offloading and to reguest aggressive actions
to ensure compliance with establishad policies regarding the use
of interagency agreements {Refer to management comments provided
by the Director of Defense Procurement 1in FPart IV). The
memorandum golicited continued support from the Military
Departments and the Dafense Logistics Agency i1n minimizing the
risk of orders for interagency acquisitions bkeing placed by
unauthorized DoD program officials.

On Decembear 26, 1991, the Assistant GSecretary of the Army
(Research, Development, and Acquisition) issued a message to all
Army legal offices, comptrollers, resource managers, and finance
and accounting offices concerning Army activities’ continuation
of improper contract offloading practices and possible funding
violations, and stated that these practices must cease
immediately. The message reguested that all activitias that sent
work or funds to TVA in F¥s 1950 and 1991 submit a detailed
report including justification for the need to procure through
TVA. The message reguired contracting officers to make the
regquired determination for all EBEconomy Act orders and required
legal counsel review of the orders.
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RECOMMENDATIONS, MANACEMENT COMMENTS, AND AUDIT RESFONSE

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

A Regquire that a DoD contracting officer review and
approva all interagency agresments and subseguent Economy Act
ordars consistant with the under Sacretary of Defense for
Acquisition’s October 25, 1991, memorandum.

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

Deleted recommendation. Based upon comments from the Director of
Defense Procurement and the Army, we deleted Recommendation 1.c.
which would have revised the DFARS to specify the applicability
of the Economy Act to procurements made by one DoD Component at
the raguest of another DoD Component.

Management comments. The pirector of Defense Procurement
partially c¢oncurred with Recommendation 1.a., stating that the
Defanse Acquisition Regulations Council will copen a new case to
consider this recommendaticn. The Director stated, however, that
augmenting coverage in the Defense Federal Acguisition Regulation
Supplemeant will still not reach reguirements personnel who, as
stated in the report, bypassed contracting officers. The
Director also cited efforte already taken to address the problem
including the October 25, 1991, memorandum issued by the Under
Secretary of Defense for Acrguisition, and planned changes such as
a revision to DD Form 448, "“Military Interdepartmental Purchase
Request,” that will include a signature block for the conftracting
officer when used to place Economy Act orders. The Army
partially concurred with Recommendation 1l.a. and stated the
contracting officers should not approve the orders but should
make a determination regarding the appropriateness of
transferring the funds and requirements to another Federal
agency.

The Director did net address Recommendation 1.b. The Army
nonconaurred with Recommendation 1.b. and stated the proposed
requirement to identify savings 1s Iimpracticable in many
situations.

Audit response. We consider the Director’s comments to be
responsive to Recommendation 1.a. Wa agree that the
addition of a signature block on the DD Form 448 should
create an internal control to ensure that a DoD contracting
officer is invelved in the interagency acquisition, The
Army’s comments on Recommendation 1.a. did not consider
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guidance identified in the Under Secretary of Defense for
Acguisition memorandum that stated, "contracting officers
must approve the use of such interagency agreements." The
intent of the recommendation 1s te place the guidance from
the Under Secretary into the DFARS.

For Recommendation 1.b., our audit demonstrated that no cast
analyses were performed and the use of Economy Act orders
resulted 1n $11.6 millien in additional costs to the
Government. We therefore refuest that the Director provide
comments on Recommendation 1.b., when responding to the final
report and specify dates for completion of corrective
actione identified. We agree with the Army that there are
situations where it is not possible to guantify the savings
from the use of Economy Act orders. Therefore, we revised
the recommendation to reflect that the determination
identify the unigue services, bkenefits, or savings from the
uge of Fconomy Act orders.

2. We recommend that the Assistant Secretary of Defense
(Production and Logistiecs) revise DoD Instruction 4000.19,
""Interservice, Intardepartmental, and Interagency Suppert,' to
inelude the following guidance on the information te include in
the interagency agreements.

o A astatement of each agency’s responsibilities for
Government-furnished egquipment, contract administraticn,
documentation, rights to data and scottware, and contraect audits.

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

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

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

¢ A statement as to what contract type(s) will be used to
obtain the Adesired supplies and services. If the type of
contract is wunknowh or cannot he datermined, thia may alsoc be
stated.

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

@ A description of the methods for pricing and issuing
orders and tha lavel of cost details to be provided by the
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servicing activity that performs the work. The amount of
administrativa charges to ba assassed by the accepting department
or agency should also be identified.

o A specified expiration date and provisions for
termination.

Revised recommendation. We originally addressed Recommendation 2.
to the Director of Defense Procurement and the Assistant
Secretary of Defense {Production and Logistics) and reguested
they coordinate and issue guidance on the format and content
requirements of interagency agreements. Hased on comments from
the Director and the Army, we revised and redirected the
recamnendation.

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

Budit respense. Additicnal guidance is necded to establish
minimum criteria for format and content to be included in
interagency agreements. DoD Instruction 4000.19 would reach

requirements personnel. Neither DFARS 217.5 or DaD
Instruction 4000.19 reguire  details on interagency
agreements. our audit determined that adeaguate contract
administration was not performed, largely hecause

responsibilities ware pot defined in the 1nteragency
agreements or Economy Act arders, and because DoD program
managers assumed that contract administration was being
performed by the Department of Energy and Oak Ridge Field
Office facilities, We regquest the Assistant Secratary of
Dafense (Production and Logistics), who is responsible for
DoD Instructianm 4000.19, +to provide comments on the
recommendatian.

3. We recommend that the Service Acquisition EXecutives and the
Directur, Defense Logistics Agency:

a. Require the contracting office at subordinate activities
to:

{1) Review active interagency agreements between the
astivitieas supported and other Federal agencies for compliance
with the Economy Act and implementing regulations, and revise,
terminate, or issue new interagency agreements whera appropriatae.
If tha non~DoD contracting agency is not capabla of adeguately
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adninistering existing contracts, the contracting office should
raguest that the contracts be transferred to the Department of
Defense for administration.

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

(3) Approve Economy Act orders only if DoD realized a
unigue service, bhenefit or cost savings in offlgading the
contracting responsibility to another Federal agency.

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

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

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

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

Air Porce comments. The Ailr Force concurred with the
recommendations and stated it will revise, terminate, or issue

new interagency agreements; ratify or terminate active Economy
Aot orders with the Department of Energy and other Federal
agencies if not authorized by a contracting officer; and only
approve orders If savings result from ovffloading work to angther
Federal agency.

Dafense Logistics Agency {(DLA) commentsg. DLA concurred with
Recommendation 3.a.(1) and the need to review Interagency
agreements. However, DLA stated that such agreements fall under
DoD Instruction 4000,19, and that reguiring contracting officers
to evaluate, revise, or terminate interagency agreements goes
beyond their authority or expertise. The DLA stated that a
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contracting officer should review the agreements for compliance
with the FAR, but should not be required teo address financing,
program management , technical considerations, resource
utilization, or mission effectiveness. DLA stated that their
actions were complete on Recammendation 1.a.{1). DLA stated that
Recommendaticn 2J.a.(2) was not applicable to DLA because all
Economy Act orders after 19%0 were approved in accordance with
procedures in the prior 0IG, DoD, report of June 19%%2. Further,
DLA policy letters in 1990 and 1992 limited approval of FEconcmy
Act orders to one person in DLA headguarters. DLA concurred with
Recommendation 3.a.(3) and stated that DLA would defer revising
its policy guidance pending the outcome of the Defense
Acquisition Regulatory Council case 92-D008, "“orders Under the
Economy Act."

Auvdit responss. We consider the Army comments to
Racommnendation 3J.a.(l} to bs nonresponsive, There 1s

currently no guidance on the role of a contracting officer
in the development, review, and approval of an interagancy
agregmant. Since FAR subpart 17.5 and DFARS subpart
217.5 specify that a contracting officer should review and
approve orders placed under the Econony Act, we bslieve that
logically a contracting officer should also be in the
coordination loop to review and approve any interagency
agreement that is developed either before or after Economy
Act orders are issued, We agree with the BArmy that
interagency agreements are not Economy Act transfers, per
se. However, we believe that interagency agreements should
ke reviewed because they establish the parameters for

issuing Economy Act orders wunder the agreements, and
therefore may set the conditions wrongly for subsequent
orders placed under the agreements. We also agree that a

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

We also regquest the Army, Navy, and Air Force provide
estimated campletion dates for Recommendation J.a.({2).
Based on Management comments, we revised Recommendation
3.a.(3) to state that Economy Act orders only be approved if
a unigue benefit to DoD or a cost savings results.
Accordingly, we request the aArmy to reconsider its position
on Recommendation 3.a.(3). We believe that an agency should
be able to demonstrate some cost =avings or unique benefit
or service assoclated with the issuance of an Economy Act
order. We consider the DLA comments to Recommendation 3. ta
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he responsive because only two Economy Act orders issued
under one interagency agreement totaling $750,000 were
included in this review.

b. Piseiplineg program ¢fficials who knowingly exceeded their
authority and vioclated the Economy BAct, the Orooks Act of 1965,
the Competition in Contracting  Act, yaar-end spending
restrictiona, and other lawsz and regulations by placing
unauthorized Economy Act orders with another Federal agency.

Manacement comments. The Army, Navy, Air Force, and the
Defense Logistics Agency concurred with the intent of the
recommendation. The Air Force stated that individual activirty
commanders will be responsikble for initiating disciplinary
actions. The Defense Logistics Agency stated that adeguate
controls were in place to prevent violations, but if viclations
occur they will initiate disciplinary action.

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

4., We recommend that the Comptreoller of the Department of
Defense modify the DoD 7220.9-M, "Accounting Guidance Manual," to
require an accounting officer to have documented approwval of
Economy¥ Aot orders by a DoD contracting officer prior to
allocating and committing funds on the order.

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

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

5. We recommend that the Asgsistant Secretary of Defense
(Production and Logisties) establish a central point of contact
within DeD to oversee policy and procedural adminiatration of
interagency procurements and to serve as a focal peint for other
Fedaral agencies,

Wa added Recommendation 5. based upon comments provided by the

01G, DoE, to the draft report. The 0IG, DoE, stated that, 1in the
past, it has been difficult to 1dentify the appropriate Dob
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organization or office responsible for implementing peolicy and
procedural changes bhecause unlike the DoE, DoD does not have a
centralized organization responsible for work performed under
interagency agresments. We request that the Assistant Secratary
of Defense (Production and Logistics) provide comments on the
added recammendation,

Army co nts to the find . 'The Army clted the following
points in response to the draft report. First, the Army stated
that if a DoD activity requests that DeE contract to meet a need
with one of its federally funded resesarch and development centers

(FFRDC), then +the DoD activity should provide certified
documentation to support a non-caompetitive procuremnent
justification hy the DoE contracting officer. The Army also

stated that restricting the responsibility for making Economy Act
determinations to a contracting afficer contradicts the FAR and
inapprapriately limits the right of an agency head to wanage an
organization.

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

Audit rasponse. We agree with Army that DoD requesting
activities should provide certified documentation to
support sole~source procurements for Economy Act oprders
placed on contract through DoE, or any agency, teo an FFROC
or other source. FAR subpart 17.%04, %“Ordering Procedures,®
states that the servicing agency 1s responsible for
complying with all 1legal and regulatory reguirements
including competition requirements. The FAR further states
that when an interagency acguisition reguires the servicing
agency to award a contract, the servicing agency, 1if
required by law, shall prepare a justification and approval
or a determination and finding, and that the requesting
agency shall furnicsh the servicing agency any information
needed to wmake the Jjustification and approval and the
determination and finding.

We also agree that the Economy Act determination need not be
made by a c¢ontracting officer. Howaver, a contracting
olfficer must be 1nvolved in the interagency acquisition
process to he consistent with the Octoker 1991 memorandum
from the Under Secretary of Dafense for Acguisition that
states that a contracting officer must approve the use of
interagency agreements, and FAR subpart 17.504 that requires
that the contracting officer have the determination in hand
prior to placing an interagency order.

25



We

be placing,

Numbey

A.1.b.
4.2,

A.3.a.(1)

A.3.a. (2)

A.3.a. (3}

A.3.b.

A4,

a.5.

orders that must be subcontracted ocut by the FFRDC. We have
referred this matter to the 016G, DoE.
RESPONSE REQUIREMENTS PER RECOMMENDATIOC
Response Should Cover
Concur/ Proposed Completion Related
Addresgece Hopnconcur Action Date Issugs
DDF X bt
ASD (P&L) X X B
Army X X X
Navy X
Air Force X
Army X
Navy X
Air Force X
Army X X X
Army X X
Navy X X
Comptroller X X X ICx
ASD(P&L) X X X

*IC = material internal control weaknass

further agree with Army that DoD activities should not

and DoE should not be accepting,

Economy Act
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B. ADMINISTRATION OF DOD ECONOMY ACT ORDERS

Dob did not adequately define technical and administrative
responsibilities of DoD and DoE in the interagency agreasments and
individual Ececnomy Act orders issued by DoD pragram affices to

the DoE 0Oak Ridge Field ©Office. This occurred because Dol
program officials did not use the avallable expertise of DaD
contracting officers; because guidance on intaragency

acgquisitions under the Economy Act daes net specify the format
and content of interagency agreements; and because DoD progran
officials relied on DoE and Martin Marietta Energy Systems to
monitar the performance and costs of work under Economy Act
orders, and to administer the work in the best interest of DoD.
Az a result, DoD program activities could not ensure that
detailed progress reports were received on a regular basls; that
deliverables net regquirements; that vouchers totaling
$78.4 million were accurate, reasonabla and allowable; or that
the best interests of DoD were protected.

RISCUSSICN OF DETAILS
Background

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

DoD activities that procured support services through interagency
agreements with DoE relied on DoE te perform technical and
financial administration and oversight of the work. Dol program
offi¢ials stated that a primary reason for using the interagency
agreement procurement vehicle was hkecause the Dol activity did
not  have the in~house  capability to perferm contract
administration and assumed that DoE would provide it.
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We found that all nine interagency agreements reviewed did not
inelude:

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

0 a provision that would allow DeD to review costs incurred

on  Economy Act orders or that a close-out audit could be
performed on incurred costs.

Department of Energy Acguisition Regulation subpart 9242.0032,
#“rcantract  Administration,® regquires that DpE monitor the
performance of its contractors to ensure that contract term2 are
complied with, that preoducts are received on time and at
reascnable costs, and that technical requirements and
specifications of the contract are met,

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

We found that the extent o¢f administrative functions and
oversight performed by DoE varied among DoD projects. ODoE
asslgned a DoE contracting officer’s representative (COR) to each
of the 233 projects that we reviewed; however, the level of
oversight of work performed and feedback provided to the Dol
raquesting activities varied among the CORs. DoD program
officiala interviewed stated that the DoE officials generally had
little involvement in the prejects and cited the following
concerns regarding the administrative efforts of DoE and Martin
Marietta.

o Freguent rotations of assigned Martin Marietta management
impacted project continuity.

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

o Milestones and meeting requirements were delayed without
adequate justification.

¢ Justifications from DoE and Martin Marietta for cosis
wera inadequate.
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For example, MICOM issued six Economy Act orders with total
funding of %710,781 under IAG No. 1875=~A053 for the development
of an Item Managers Assistant Expert System. The MICOM progran
official responcsible for the project stated that Martin Marietta
had assigned at least three program managers to the project since
1987, and the current program manager had wmade only one aon-
site visit during the last year. He also stated that, while not
specifically required per the interagency ayreement, DoE had not
provided progress reports or cost data to MICOM since the
inception of the preoject in 1987 despite numercus MICOM requests.

other Reports That Address DoE Oversight

S5ince 1988, the General Accounting Office and the 0IG, DoE,
issued six audit reports addressing DoE management of interagency
acqguisitions at Dak Ridge and other DoE locations (Appendix Cj.
Tha reports stated that DoE did not have adeguate internal
controls to ensure that interagency acquisitions were managed
economically, efficiently, and effectively, or that decisions to
accept work from DoD complied with applicable laws. The reports
attribute the deficiencies to DcE officials who had abandoned
thair responzibilities to make independent judgments and to
challenge or validate information submitted by requesting
agencies. Also, DoE relied on Martin Marietta to perform duties
that could be considered inherently Governmental functiens. The
reports also stated that DoE did neot provide effective oversight
of Martin Marietta subcontracting practices. Further, poor
procurement practices on the part of DoE contractors did not
ensure that subcontractor prices were fair and reaschable.

As part of this cooperative audit, the 0IG, DgE, examined the
administration of contracts awarded to companies under the Small
Business Administration 8(a} Program issued under Economy Act
orders from DaD. The 0IG, DoE, examined the administration of
18 task orders with accumulated costz of %8.4 million. The audit
determined that DoE 4id not adequately administer work performed
under its 8(a) contracts, and that CORs relied on Martin Marietta
to perform duties raelated to defining work reguirements and
reviewing deliverables and billings.

Progress Reports and Cost Data Provided by DoE

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

Our audit determined that DoD activities did not always receive,
and did not reguest, progress reports from DoE an a regular
basis, In our opinion, the reports that were received did not
provide sufficient detail to adequately verify that deliverables
complied with the statements of work, that work was in compliance
with aestablished milestones, or that caosts ihcurred were
appropriate. The documentation we reviewed provided by Martin
Marietta to support costs incurred was inadeguate and provided
little traceability of how $78.4 million of accumulated costs for
the 33 Dol prajects was spent (Appendix E). For 9 of the
33 projects reviewed, the DoD program offices did not receive any
progress reports to identify cost data for $9.5 million of
accumulated costs hilled.

For the remaining 24 projects, with accumulated costs of
$68.9 million, progress reports were provided but were not
sufficiently detailed for the DoD program offices to verify that
the work wag being performed economically and effectively, and
that the costs incurred were reasonable and allowable. For
example, the Octoher 1991 progress report presented below from
HAZWRAP to NAVFAC for the Radon Assessment and Mitigation Program
under IAG No. 1828-1791 identified only the general cost
categories for the current month and total costs to date.

October 15391 Pgogress Report

Current Total Fercent of
Month _Coat Tota]l Cost
Labor S 6,978 S 945,259 21
Travel 668 70,925 2
Computer ] 19,309 1
Other Direct
Costs 10,4883 1,441,424 42
Subcontractor 14,539 1,116,616 2B
Overhead 15,185 843,451 19
Total §43|253 6,984

NAVFAC was not provided and did not reguest any supporting
documentation to identify individual 3job categories, rates, or
nunber of hours worked under *"Labor®; the number of, or costs by,
individual subcontracteors; or what costs were included in "“Other
Direct Costs.® Other 0DoD program offices received similar
inadeguate reports. We concluded that DoD activities that place
Economy Act ordars with the DoE 0¢ak Ridge Field Office nesd to
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astablish a reguirement in the interagency agreenments that
prograss reports with sufficient detail will ke provided on a
reqular basis.

Payment of DoE Billings

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

Impact of Administration

The interagency agreements did not provide for adequate internal
controls to clearly establish technical and financial
administrative responsibilities among DoD, DoE, and Martin
Marietta. DoD activities assumed that DoE performed sufficlient
oversight to protect its interests, but DoD activities did not
establish requirementz within the interagency agreements or
individual Economy Act orders to ensure clearly defined
responsikilities of each party. As a result, DoD activitles were
not assured that work performed complied with statements of work,
that costs were reascnable, and that payments totaling
$78.4 million on the 33 projects were adeguately supported or
even earned. We believe it is important that Dol activities that
enter into interagency agreements with DoE or any Federal agency,
understand how its funds will be spent and have the opportunity
to review details on the costs billad.
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We recommend that the Assistant Secretary of Defenase (Preducticn
and Legistics) revise guidance in DoD Instruction 4000.19,
""Interservice, Intardepartmental, and Interagency Support,'" to
require that orders 1isBued pursuant to the Economy Act imnclude
provisiens for the following.

a. Submission of detailed progress reports and c¢ost data by
tha accepting Federal agency, and the performance of closeout
audits, if naeded. Tha coust data should identify costs incurred
by tha prime contracter during the periocd, including direct labor
hours and rates, material ecasts, subcontraator costs, other
direct costs, and profit.

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

Revised recommendation. Based upon comments from the Director of
Defense Procurement, the Army, and the 0IG, DoE, we redirected
the recommendation to the Assistant Secretary of Defense
(Production and Logisties). In responding to the draft report,
the Director of Defense Procurement stated that cantracting
officers do not write purchase reguests and should not be
expected to specify the content and form of interagency
agreements. Instead, requiring officials who are responsible for
the programs and are held accountable far their successes should
decide what information is needed for management and control
purposes, The Army stated that, since Economy Act orders are not
contracting actions exacuted by contracting officers, the DFARS
is net the appropriate place to amend guildance. The 0IG, DoE,
stated that DoE requires the reguesting agency to specify
requirements for cost details in the proposal package submitted
for acceptance by DoE under the Work-for-Others Program. We
request that the Assistant Secretary of Dafense {Production and
Logistics) comment on the revised recommandatian.

Deleted recommendation. Based on comments from the Director of
Defense Procurement and the Army concerning certification of
bills for Economy Act orders by a DoD official pricr to payment,
Recommendations 2.a. and 2.b. of the draft report were deleted
from the final report.
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RESPONSE REQUTREMENTS PER RECOMMENDATTGN

Resnonse Should Cover

Concur/ Proposed Completion Related
Numbeyr ddr Nonconcur _Action Date _ Isaues
B.l.a. ASD(P&L) b d X X IC*
B.1l.b. ASD (P&L) X X X C*

*# IC = material internal control weaknass
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c. TRACKING ACOQUISITIONS

DoD management information systems could not identify the number,
value, issuing activity, or reciplent of Economy Act orders.
Curraent resource and procurement data reparting systems were not
designed to provide this informatieon. As a result, [CoD managers
in the OQffice of the GSecretary of Defense, the Military
Departments, and the Defense agencies were unaware Lthat during
F¥s 1990 and 1991 more than $6.3 billion of DoD funds was sent to
other Federal agencies {(Appendix G). Also, DoD managers had no
effective means tao manage and oversee this process, including not
having a basis for determining whether Economy Act orders were a
significant contributor to inappropriate year-end spending.

DISCUSSION OF DETALLS

Background

LoD managers need management information systems to support their
planninyg, <controlling, and decisiconmaking responsibilities,
Managers at each level should know where and how budgeted funds
are being spent, DoD has a financial accounting system and an
Individual Contract Action Reporting System (DD 350 Reporting
System) that c¢opllects data on contracts ilssued.

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

Tracking Interagency Agreements and Orders

Thare {is currently no visibility through DoD management
information systems on the extent of work being performed under
Economy Act orders with DoE and other Federal agencies. For the
nine interagency agreements we reviewed, officials at the DoD
activities that originated the interagency agreements ware not
aware of the amcunt of funds transferred on Economy Ac¢t orders to
DoE, and could not identify all of the DoD activities that issued
Fconomy Act orders under their interagency agreements. For
instance, AFESC authorized other Air Force major commands to use
IAG NO. 1489-1489. This authorization resulted 1n about
700 separate Economy Act orders totaling more than $134.9 million
being issued under the interagency agreement. NAVFAC
Headquarters also allowed its field activities to issue orders
under IAG No. 1828-1791. This action resulted in approximately
230 Economy Act orders totaling more than $50.3 million being

35



issued by the various NAVFAC field activities. We Ldentified the
amount of funding and the number of Economy Act orders that DoD
activities issued under interagency agreements by requesting the
information from the Work-for-Others Program cffice at the DoE
Dak Ridge Field Office.

The finance and accounting offices at the DoD activities we
vizited did not track and could not identify total obligations or
disbursements that involved other Federal agencies. DoD finance
and accounting offices at the individual activity level produce
the Data Flement Management Service report that is consolidated
at the Defense Finance and Aeccunting Service, Indianapolis
Center. These reports capture data elements including the source
of funds, type of funds, accounting station, disbursing activity,
date of the disbursement, and dollar value. However,
expenditures are not coded to identify funds disbursed to ancther
Federal agency.

The DD 350 FReporting System does not identify interagency
agreements and orders because they ara not contracts.
Procurement policy personnel in the Office of the Director of
Defense Procurement stated that this system should not be
modified to include the reporting of interagency agreements and
orders because it could result in double c¢ounting. The DD 350
Reporting System is part of the Federal Procurement Data System,
which reports all contracts awarded by the Federal Government.
Federal agencies, such as DoBE, that accept DeD Economy Act orders
would report cantracts that are subseguently awarded into the
Federal Proacurement Data System.

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

The FY 1992 Appropriations Bill reguired that DoD provide
Congress with the FY 1993 budget reguest, documentation
identifying, by Military Department, the total DoD funds provided
to non-DoD sponsorad federally funded research and development
centers, which would include cak Ridge National Laboratory. In
July 1992, the Director of Defense Research and Engineering
raported to Congress that planned FY 1593 DoD funding for non=DoD
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federally funded research and development centers would be
$47.23 million, of which only $300,000 was designated for DoE at

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

transfers to Federal agencies under Economy Act orders.

Year-and Spending

The 0IG, DoD, addressed the issue ot year-end spending using
Economy Act orders in Report No. 92-069, The report stated that
DoD officials, who lacked authority under the FAR and DFARS to
approve interagency acquisitions, improperly authorized Economy
Act arders to transfer $84.8 million of expiring funds during
August and September 1991 to the Tennessee Valley Authority to
achieve technical obligaticn of those funds (Appendix C).

Indications are that part of the Economy Act orders issued by
DoD activities to the DoE Oak Ridge Field Office may have been
year-end spending. DoD activities transferred a total of
$323.9 million to the DoE Oak Ridge rield 0ffice between May 1990
and October 1991. ¢Of the $323.9 million, about $21.0 million was
funded in September 1990, and about $54.4 million was funded in
September 1991. The 0IG, DoE, Report No. ER-B-91-07, "Y“Martin
Marietta Energy Systems, Inec., Subcontracting in the Work-for=-
{rthers FProgram for Data Systems Research and Development
Projects, ™ December 21, 1290, also reported that a
dispropertionate amount of Dol funds were obligated during the
final months of praviocus fiscal years. DoE concluded that the
timeliness and convenience in processing interagency acguisitions
made the interagency acquisitions vulnerable to year-end spending
abuses. However, the DoE report made no recocmmendations since
DoD activities were the originators of the Economy Act orders.

Conclusions

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

tranaferred on the orders to other Federal agencies. As a
result, DoD managers had no visihility of the activity in this
area for policy-making and quality asseaswment purposes. Because

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

Wa recommend that the Assistant Sacretary of Defense (Production
and Logistica) aatablish a progcedure for identifying and tracking
the amounts of Economy Act orders and related funding that DaD
sends to the Department of Energy and other Fedaral agencies.

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

Audit responsa. Billions of dollars are being sent by DaD
components to other Federal agencies on Economy Act orders,
and current reporting systems cannot provide information on
wha 1s using them, who is receiving them, what is being
procured, how much money is involved, and why the orders are
being used. For example, in an ongoing audit of Economy Act
orders sent to the Jet Propulsion Labhoratory cperated by the
National Aeronautics and Space Administration, the only way
we determined that DoD paid $475 million to the Laboratory
was by asking the TLaboratory. We also had to ask the
Tennessee Valley Authority to determine that DoD sent
T™WA %112 million of Economy Act orders (IG, DoD, Report
No., 92-069). We believe fipancial information on Economy
Act orders sent to other agencies 1s needed to plan
resources to adminizter the budget, to formulate policies,
to answer congressional inguiries, to manage interagency

affairs, to manage worklecads, and to provide quality
assessmants. Since the BAssistant Secretary of Defense
(Production and Logistics) is responsible for DoD

Instruction 4000.19, we reguest that the Assistant Secretary
of Defense (Production and Logistics) respend to the
recommendation and provide comments to the final report.

RESPONSE REQUIREMENTS PER RECOMMENDATION

Regponge Should Cover

Concur/ Proposed Completion
Number Addressee Nonconcur Action Date
c.1l. ASD(P&L) X X X
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D. USE OF PROJECT ORDERS

DoD activities inmapprapriately cited the Project Order Act as the
legal authorjty for issuing FEconomy Act orders obligating
$17.9 million for suppart services that were not performed
primarily by DoE personnel. ¥We believe this ocrurred because the
DoD program officlals either were not aware of the differences
between project orders and Economy Act orders, or bhelieved that
because they used project orders, they need not comply with the
Economy Act and the Competition in Contracting Act. By using the
incorrect legal authority, DoD activities established improper
obligations, which were then recorded in Dol financial records.

DISCUSSION QF DETATLS

Kgro

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

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

We reviewad 196 Economy Act orders issued by DoD activities under
the 2 interagency agreements we selected for review. Of the 196
orders, 78 were issued using project orders under 1interagency
agreements entered into pursuant to the authority contained in
the Economy Act. Three DoD activities (NAVFAC, BFESC, and MAC)
inappropriately used project orders rather than MIPRs or other
ardering documents to fund interagency acguisitions totaling
$17.2 million. For example, NAVFAC issued seven Economy Act
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orders as project orders to the DoE ©Qak Ridge Field Office,
valued at %$6.7 million, under IAG No. 1828~1791 for the Navy

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

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

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

RECOMMENDATION, MANAGEMENT COMMENTS, AND ARUDIT RESPONSE

We racommand that the Service Acguisition Executives issue
guidance to ramind major commands and field activities that the
Bconomy Act (31 U.5.C. 1535) is the correct legal authority for
placing interagency acguisitions and the Project Order Act
(41 U.8.C. 23) is not a proper legal authority.

Management  comments. The  Army concurred with the
recommendation. The Navy also concurred, and planned to isesue

guidance correcting the problem by December 31, 1992, The Air
Force concurred stating that policy will be issued to correct the
finding.

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

RESPONSE REQUIREMENTS E NDATIOHN
Response Should Cover
. Proposed Completion
Humberx Addresses Actiaon Date
D.1. Army X X
Alr Force X
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PART I1II - ADDITIONAL INFORMATION

- Process of Procuring Support Services

Through the Department of Energy Oak Ridge
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- Memorandum from the Principal Deputy
Assistant Secretary of Defense
(Production and Logistics)
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- Interagency Orders Issued to the Department
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- Economy Act Orders Issued for
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gp?mmx B - nmomkmms FROM _THE pnwc;gg& gggu'r! ASSISTANT

ASHITANT SECRETARY OF DEFENSE
WASHINGT BN, BL. 193339008

PAODUCTION AND Kay I3, 1990
LOTISTICE

R/CPA

MEMORANDUM EOR ASSISTANT SECRETARY OF THE ARMY (RESEARCH,
DEVELOPHENT, AND ACQUISITION)
ASSISTANT SECRETARY (F THE NAVY (RESEARCH, DEVELOPHMEWT
ARD AORIISITION)
ASSISTANT SECRETARY OF THE AIR FORCE (ACOUISITICHN)
DIRECTOR, DEFENSE LOGISTICS AGENCY

SUBJECT: Contracting Through Interagengy Agresments

The Department of Defense Inspector Gencral (DODIG) recently
concloded ity audits of contractipg through interagency agrasmants
with the Library of Congress and the Department of Energy. In both
instances, the DoDIG found that Department of Defenss (DaD) program
officials elicumvented contracting procedures by not obtaining
approvals from DD contracting officers as required by che Federal
Acgquisition Begulation/Defanse Federal Azquisition Regulation
Supplement subpaxt 17.%. Yhe DODIG!S reports also focCused on thw
need for assuring that effective contract administration (o
accompiished for intersgsncy acquisitions.

Se recogniia that certain corrective actions have been injtisted
Ly the Hilitary Services snd the Defense Logistics Agency.
Nonetheless, we solicit your continuing support in providing
appropriate txaining for program officials asd e3tablishing internal
control procedured and practices bo minimize the risk of orders for
interagency acquisitions besing placed by unauthorized Dod program
efficials.

David Bartceay
Frimcipal Daputy
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APPENDIX € - SUMMARY QF PRIOR AUDIT COVERAGE

gpacter General, Department of Defense

Report No, 92-089, "Quick-Reaction Report on DoD Procurements
through the Tennessee Valley Authority,'” April 3, 1992. This
report stated that DoD officials, who lacked authority under the
FAR and DFARS to approve interagency acguisitions, improperly
authorized interagency orders t¢ transfer $84.8 million af
expiring funde during August and September 1991 tao the Ternessee
Valley Authority to achieve technical obligation of those funds.
The report recommended that the Director, Defense Research and
Engineering; +the Servica Acquigition Executives; and the
Director, Defense Logisticse Agency cancel those interagency
orders issued to Tennesses Valley Authority that have not been
pPlaced on contract; prohibit placement of supplemental work under
existing Interagency agreements if not properly approved by a
contracting officer; discontinue the use of MIPRs and similar
ordering forms to acquire goods and services fram cther Federal
agencies; and develop a form that includes sections to be
completed by a contracting officer. The Army, HNavy, and Air
Force generally concurred with the finding and recommendations.

Report No. 90-085, '"DoD Hotline Allegation of Irregularities in
DoD Contractual Arrangements with the Department of Energy,"
June 19, 19%0, This audit determined that program officials
circumvented established policy and exceeded their authority by
not obtaining reguired approvals from DoD procurement officjals
or designated senior Dol officials when placing orders for
interagency acquisitions. Also, DoD internal controls were not
adequate to ensure compliance with the FAR and DFARS when program
officials placed orders with DoE. The report recommended that
the Under Secretary of Defense for Acquisition improve DoD
internal control procedures to minimize the risk of placing
orders for interagency acquisitions; that appropriate training be
provided to DoD program afficials; and that disciplinary actions
be cgonsidered against those DoD program officialg who exceeded
their authority. Management concurred with the findings and
recommendations. The Principal Deputy Assistant Secretary of
Dafense (Production and Logistics) issued a memorandum to the
Military Departments and Defense lLogistics Agency on
May 10, 1950. This memo sSolicited support in training program
officials and in establishing internal c¢ontrol procedures to
prevent placement of interagency orders by unauthorized DoD
program officials.

Repert No. 90~034, *"Contracting through Interagency Agreements
with the Library of Congress," February 9, 1990, This audit also
determined that DoD program officials circumvented established
palicy and exceeded their authority by not obtaining required
approvals from DouD procurement officials ar designated senior DobD
officials when placing orders for interagency acguisitions.
Also, DoD internal controls were not adaquate to ensure
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APPENDIX C =~ SUMMARY OF FRIOR AUDIT COVERAGE (cont’d)

compliance with the FAR and DFARS when program officials placed
orders with the Library of Congress. The report cencluded that
these weaknesses increased the risks of overpricing and
susceptibility eof interagency procurementz teo mismanagemant,
abuse, and fraud. The report raccmmended that the Under
Secretary of Defense for Acguisition improve DoD intarnal contral
procedures to minimize the risk of placing orders for interagency
acguisitions by unauthorized DoD program officials, that
appropriate training be provided to DoD program officials, and
that disciplinary actions be considered against those DoD program
afficials who exceeded their autharity. Management generally
concurrad with the findings and recommendations after revisions
weara made to the draft report,

Report No. DoE/IG-0307, *"Audit of Procuremant of sServicas From
8(a} Contractors for the Work~for-Othars Program,"
April 10, 1992. The audit determined whether DoE adequately
administered its 8(a) contracts 1in accordance with DoE
regulations and procedures and the terms of the 8(a) contracts.
The report =tated that the DoE Qak Ridge Field Office did not
administer its 8(a) contracts in accordance with requirements.
Coneequently, the OQak Ridge Field Office had no assurance that
those contractors properly spent $8.4 million, and one contractor
was reimbursed %151,743 of expressly unallowable costs when no
work was performed. Managemant agreed that a problem existed and
agreed to inplemsnt all recommendations except Esuspending the
issuance of new task orders.

Report No. ER~BE~91-07, "Martin Mariette Energy B8ystemsa, Ine.,
Subcontracting in the Work-far-Others Program for Data Systems
Research and Deavelopment Projeots," Decamber 21, 1990. This
report stated that there were indications of "dumping® year-end
funds intoc the Data Systems Research and Development program by
Dol agencies. The repert did not make recommendations to DoD
because the o0ffice of the Inspector General, DoE, does nhot have
cognizance agver Dol agencies. The report alsc stated that
although Data Systems Research and Development was generally
complying with reguirements, it could impraove practices when
subcontracting in the Praogram by strengthening the regquirements.
The report recommended strengthening procurement procedures and
practices, Management concurred with the recommendations.

Report No, ER-Q0C-g8-14, "Review of Martin Marietta Energy
Systems, Inc., Work-for-Others Program,' September 16, 1988.
This audit concluded that CoE controls for accepting Work-for-
Others projects needed improvements to better determine that each
project met the unique capabilities of the DoE laboratary and to
better determine the extent to which the requesting agency had
determined that the work could not be performed by the private
sector. The report stated that DoE oversight of subgontracting
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APPENDIX C - SUMMARY OF PRIOR AUDIT COVERAGE (cont’d)

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

U.8. General Accounting Office

Report No. RCED-92-41, "Energy Management: Contract Audit
Problems <Create the Potential for Fraud, waste, and »Abuse,”
October 1991 (0OSD Case No. B875). ‘This audit focused aon DoE’s
contracting practices. The report stated that DoE has nat
provided the cyclical audit coverage necesgary to determine if
the costs incurred by the management and operating contractors
are accurate, allowable, and reasconable, GAO recommended that
DoE be provided with sufficient audit resources to reaview DeoE’s
management and operating contractors to ensure that they are
operating economically, efficiently, and in the Federal
Government’s best interest. DoE management generally agreed with
the facts presented,

Repaort No. RCED-92-28, “Energy Management: DoE Aotiona to Improve
Overgight of Contractors’ Subcontracting Praostices,”" oOctobar
1991. This report stated that DeE’s management and operating
subcontracts, which totaled mora than %5 billion in 1990, are
vulnerable +to fraud, waste, and abuse. Poor procurement
practices of the management and operating contractors, coupled
with inadequate oversight by DoE, have led to excessive
subcontract cests that are borne by the Government. In addition,
DoE has not taken appropriate corrective action when reviews have
identified serious deficiencies in the contractars’ procurement
systems. The report concluded that improvements in DoE oversight
are needad to address management and operating subcontracting
weaknesses. DoE conourred with the recommendatlions and has
established plans to restructure the Contractor Purchasing System
Review Program to correct the weaknesses identified,

Raport No. RCED-84-21, "Energy Management: DOE Bhould Improve Ita
Controls Over Work-for-other Federal agencies,”" February 1949
{OSD Casa Ho. 7938}, This audit found that there are
inconsistencies in implementing DoE policies concerning Work-forw
Others at the operations office level; that while DoEfs own work
load has remained relatively constant over the last 5 years, the
Work-for-Others program work load has almost doubled, with an
increase of almost $1 billion. Also, Martin Marietta performs a
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APPENDIX C ~ SUMMARY OF PRIOR AUDIT COVERAGE (cont‘d)

special class of Work-for-Others through a greup that is
organizationally excluded from DGE programmatic oversight.
This group, known as DSRD, received about $150 million in Work-
for-Others funds in FY 19287, primarily from DoD, while its work
for DoE amcunted to only about $§166,000. The report recommended
that the Searetary of Energy strengthen controls to establish
minimum standards, monitor contractor performance, revise DoE
poliecy to reguire other Federal agencies to reimhurse DoE for its
costs in overseeing non-DoE work, and formally determine whether
the work performed by DSRD can be done as conveniently or cheaply
in the private sector. DoE should either terminate the DSRD work
or immediately assign the work to a DoE headgquarters group for
oversight. Management generally concurred with the findings and
recommendations.

U.8. Army Audit Agency

Report No. WE 91-a1, "advisory Report Contract Offleoading,"
Beptember 11, 1991. This report summarized several audits that
determined Army activities and installations did not have
peolicies and procedures in place to control contract offloading.
These problems resulted from ineffective managerial controls and
contracting practices, improper use of service contracts and
contractor payments, lack of property accountability, and
inappropriate use of MIPRs,. The report containg checklists
developed by the Army Audit Agency to help commanders and
managers evaluate contract offloading at their commands and
activities, The report was advisory in nature and summarized
commen problems in contract offloading, The report contained no
recommendations.

Report No. SW 91~-200, "“Contract Offloading,' January 22, 1991.
This report stated that contracts were offloaded to axpedite the
acquisition of goods and services that frequently violated
acquisition and funding regulations and statutes. The violations
were not detected bacause the flow of acquisition and funding
documents bypassed Kknhowledgeable installation contracting,
resource managementi, and legal personnel., The report recommended
that policy and procedures be reinforced to regquire contracting,
legal, and rescurce management personnel to review purchase
reaquasts with other govarnment agencies, Also recommended was
that a reporting system be established for interagency
acquisitions for automatic data processing purchasas. Management
concurred with the findings and recommendations.
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APPENDIX D ~ IMTERAGENCY ORDERS ISSUED TO THE DEPARYMENT OF ENERGY QAK RIDGE FIFLD OFFICE

ARMY :

AVSCOM

MICOM
MICOM
MICOM

MICCM
MICCM
MICCM

MICCM
MICCM
HMICCoM

MICOM

MICOM
MICOM

MICOM
MICOM
MICOM
HMICOM
MICOM
MICOM
MICOM
MECOM
MICOM
MICOM

MICCM
MICOM
MICOM
MICOM

INTERAGENRCY
ACTIVITY AGREEMENT NG

1874-A052

1875-A051
1875-A053
1875-A061]

1875-A0513
1875-A053
1875-A053

1875-4053
1875~A0513
1875-A053
1875—-A053
1875-A053
1875~A053

1875-A053
1375-A053
1375-A053
1875-A053
1875~A053
1875-A053
1375-AC53
1875-A052
1975~-C070
1975~C07D

1875-A0D53
1875-A053
1875-A0D53
1875~A053

PROJECT
e MBME

ccss 1/

BRADLEY
BRADLEY
BRADLEY

GROUND
GROUND

INTERAGENCY

ORDER NG,

AS5871F-9-Z356AE A~2

T296F0977
BFV5-91-0

272
T3

BFVS~91-073 A-1 2/

TCM—-89~D7
TOM~50-01

GROUND

IMA
THMA
IMA
TMA
IMA
IMA

rsp 1/
Isp 1/
rsp L/
isp 1/
1sp 1/
1sp 1/
1sp 1/
1sp L/
isp 1/
1sp 1/

IVay
IVEV
IVEV
IVEVY

See footnotes and acronyms at

TES
TPS
TPS
TPS

TOM-50-01 A-2

5~-8010-025
0-8010-022
0-4010-022 A-1
0-8016-022 A-2
0-8010-022 A-3
0-8010-022 A-4

AC~30~-88
AC-30~-88 A-2
AC-30~38 A-3
AC~30-88
AC-36-89
AC-36-89 A-~2
AC~36=-89 A-3
AC-36-89 A-5
AC~48-89
AC-48-89 A-2

W3lP4Q82528216
W3lP4aQ8252321%6
W31lP4aQ5221928%
W3lP4Q02190187

end of appendix.
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m

D9/2G/89

07/31/88
01/30/91
03/23/91

06/20/83
08/08/90
05/13/90

0B/10/89
03709/90
05/17/90
05/23/90
07/23/90
08/22/90

07/14/88
09/08/28
03/27/88
09/27/88
05/16/89
06/22/89
07/18/89
08/22/89
09/19/89
09/22/89

09,/08/88
04723/50
08,709/89
07/01/50C

DOLLAR TOTAL DOLLAR

VALUE

$2,975,000

454,589
250, 000
312,500

700,000
613,841

YALUE

136,974

60,000
58,000
600, 000
45,682
(50,000)
(2,901)

450,000
2,000, DOO
3,00C, 000
(504, 000)
100, c0OG
200,000
25,000
20,000
100,000
200,000

200,000
(8,819}

250,000

299,967

2,975,000

1,017,089

1,450,815

710,781

5,591,000

741,148
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APPENDIX b — INTFRAGEHCY ORDERS ISSUED TO THE DFPARTMENT OF ENERGY OAR RIDGE FIFLD OFFICE

(cont‘d)
INTERAGENCY

ACTIVITY AGREEMENT NO
ARMY: (cont’d)

MICOM 1875-A053
MICOM 1975~-C0B70
MICOM 1875~-A053
MICOM 1875-R0353
MICOM™ 1875~A053
MICOM 1875-R053
s5DC 1896-DN5S
5DcC 1885~D0OS6
sSDC 18960054/
s 1896~D056
5DC 1896~D056
5DcC 1896-D056
SDC 1896~D0O5G
S5THA 1597~C1l16
S5IMA 1997~-C116
SIMA 1497-Cl16
SIMA 1997~Cl16
SIMa 1597~C1l16

TOTAL ARMY

PROJECT
NAME

PERM
PERM

TSIP
TSIP
TSIP
TSIP

KWAJALEIN
KWAJALEIN
EWAJALBIN
KWAJALEIN
KWAJALEIN
KWAJALEIN
KWAJALEIN

CAESAR

DBMES
DBMES
DBMES
DBMES

INTERAGENCY
OROER NO,

AC-30-88 A-3
IS5C-M~-3108~50

97G00~-016
AJDEZRE8451D1
A1DE2R8451D1 A-1
EGIR1AE151D1

W3I1REPDOVOK7008
W31RPDDVLK70QE
W31RPDOVZK7U08B
W31RPDOVZK7008 A-1
W31RPDOVZK7008 A-2
W3I1RPDOV2K7008 A-3
W21RPDOVZK7008 A-4

01630801

0075-0801
Al-0~-05252~91-A1
1GOPO002Z2CIAD
EA~1070~1

See footnotes and acronyms at end of appendix.

DATE

09/27/88
09/24/50

08/22/89
06/11/90
06/11/90
01/07/91

06/06/90
03/21/91
106/15/91
11/08/91
12/04/91
12/30/91
01/06/92

08/15/90

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

S

DOLLAR TOTAL DOLLAR

VALUE

504,000
1,160,118

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

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

578,000

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

3

VALUE

1,664,118

1,216,000

4,425,000

578,000

979,500

$ 21,348,451



£S

APPENDIX D ~ THTERAGENCY ORDERS TSSUED TG THE DEPARTMENRT OF ENERGY OAK ETDGE FIELD OFFICE

{cont‘’d)

ACTIVITY
NAVY:

NAVFAC
HAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC

NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC

MAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC
NAVFAC

NAVFAC
NAVFAC

INTERAGENCY
AGREFMENT NO

1B28-1791
1828-1791
1828-1751
1828-1791
1828-1791
1828-1791
1828-1791

1828-1791
1828-1791
1828-1791
1828-1791
1828-1791
1g28-1791
1828-17461
1828-17%1

1828-17%1
1828-1751
1828-1791
1828-1791
1828-1791
1828-1791
1828-1791
1828-1791
1828-1791
1828-1791

1828-1721
1828-17921

PROJECT
NAME

FALLON
FALLON
FALLON
FALLON
FALLON
FALLON
FALLON

HAWATT
HAWATI
HAWATI
HAWAIT
HAWAIT
HAWALT
HAWAITL
HAWATT

HHMC&M
HMCE&M
HMC&M
HMC&M
HMC&M
HMC&M
HMC&M
HMC&EM
HMCE&M
HMC&M

MARE ISLAND
MARE ISLAND

INTERAGENCY
ORDER _KO.

N6247488WR0O0ONY?7
N6247489WR00619
N62474B9HWR0O0619
N6247435WR00619
N&6247490WR0O0ATI2
NE6247490WR0O0AD2
H624T74%1WR0O0644

NQOO2588P03002P
NODO2588FD3002F
HOO0Q25498P03002F
NOOD2589P03006F
NO0O2Z2589P03006E
NODOZ25E89P0300EP
NODOZ2590P0OIC04P
NDOO25%0P03012P

NOO025B6P0O3033F
N2O02587P03026F
NOOO25B8PO3007P
NCDO258B8F03007P

A-1
A2

A~]1
A2

A~1

NOO173 B8 WR BQ37G

NG002589P03008P
NGDO2590P030D12F
NGOQ2590P03013P
NODO2350F06T012
NO0D25%1P03008P

N62474BBWRODN40
N62474BBWROCNLD

See footnotes and acronyms at end of appendix.

A-1

DATE

08/c1/e8
12/29/88
02/24/89
05/03/89
01/25/90
02/16/90
03/08/91

12/02/87
09/08/88
03/03/20
06/06/89
06/29/89
09/08 /B3
12/07/89
08/04/90

09/30/86
09/18/87
05/04/88
07/20/88
08/08/88
08/11/89
a7
04/312/90
3/
01/23/91

01/21/88
03/29/88

S

DOLLAR TOTAL DOLLAR

- YALUE

100, 000
25,000
75,000

250,000

1,040,000

460,000

1,500,000

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

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

200, 000
1,000,000

s

VALUE

3,450,000

2,012,230

1,978,000



APPENDIX [ — TNTERAGENCY ORDERS ISSITED TO THE DEPARTMENT OF ENERGY OAK RIDGE FI1ELD OFFICE
(cont fd)

S

INTERAGENCY PROJECT INTERAGENCY DOLLAR TOTAL DOLLAR
ACTIVITY AGREFMENT NO NANME ORDER NO. DATE _VALUE VALUE
MAVY: (cont’d)
NAVFAC 1828~-1791 MARE 1I5LANMD N&6247489WR00648 03/0B/89 $2,70C,000
NAVFAC 1828=1791 MARE ISLAND N6247488WR0DN40 A~-2 09/20/88 135,000
NAVEAC 1828~1791 MARE ISLAND N6247488P03015P 3/ £02,000
NAVEAC 1828~1791 MARE ISLAND N6247490WRODA4D D2/089/90 700,000
NAVFAC 1825-1791 MARE TSLAND N6247490WR0O0A40 A-1 D7/30/90 915,000
HAVFAC 1828-1791 MAHKE ISLAND N&6247491WR0O0643 03/08/91 1,400,000
NAVFAC 1828-1791 MARE ISLAND N6247491WR00643 A-1 09724791 200,000 $ 7,253,000
NAVFAC 1828-1791 MOFFETT FIELD N62A74B87WROOC4E 3/ 2,000,0G0
HNAVFAC 1828~1791 MGFFETT FIELD N&247427WR0O0C46 A-1 3/ 973,060
HAVFAC 1828-1791 MGFFETT FIELD N&624748BWROON51 0D1/29 /88 1,000,000
NAVFAC 1828~1791 MOFFETT FIELD N&24743BWROONS1 A-1 0&725/B8 2,900,000
NAVFAC 1828-1791 MOFFETT FIELD H&6247489WR00638 p2/09/89 3,000,000
NAVFAC 1828~1791 MOFFETT FIELD HN6247489WR00638 A-1 D06/14/893 150,000
NAVFAC 1828-1791 MOFFETT FIELD N&247489WRO0638 A-2 08,/22/89 50,000
NAVFAC 1828~1791 MOFFETT FIELD HN6247490WR00AIS 01731790 2,000,000
WAVFAC 1828~1791 MOFFETT FIELD HN6247490WRO0A3E A-1 Q2708790 5,088,800
NAVFAC 1828-1791 MOFFETT FIELD HN6&6247491WR00642 031/08/91 1,500,0G0 18,861,800
NAVFAC 1828~1751 HAVOSH NOCDZ588P03010F 07f20/88 16,0G0
NAVFAC 1828-1791 HAVOSH NQOD25389P03003P p2/01/789 140,000
NAVFRC 1828~-1791 NAVOSH NOQD2589P03003PF A-1 C©CS/0DB/89 87,500
NAVFAC 1828-1791 NAVOSH NOGD2590FP030D0F 10724 /89 200,000
NAVFAC 1828~11791 HAVOSH NOQD2591P03004F 12/19/90 250,000 687,500
NAVFAC 1828~1791 NAVY RADON NDO02588P03010P 07720788 250,000
NAVFAC 1828~1791 NAVY RADON NOGO25838P03010P A-1 09j22/88 168,892
NAVFAC 1828-1791 NAVY RADON NOQD2588WR00702 08/29/88 250,000
NAVFAC 1828-179%1 NAVY KRADON NDOD2589P03002P 01/30/89 209,000
NAVFAC 1828-1791 RAVY RADON NDODZ589P03002F A-1 D4/03/85 200,000
NAVFAC 1828-1791 KAVY RADON HDD02589P030C2P A-2 O06/06/89 300,000

See footnotes and acronyms at end of appendix.
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APPENT

{cont*d)

INTERAGENCY
ACTIVITY AGREEMENT NO

NAVY: {(cont’d}

NAVFAC
NAVFAC
NAVFRC
NAVFAC
NAVFAC

TOTAL NAVY

1828-1791
1828-1791
1828~17921
1828-1791
1828-179L

NAVY RADON
NAVY RADON
HAVY RADON
NAVY RADON
NAVY RADON

NODD253CP03001F A-2
NOUQ2583WRQ080L
NOOO25%93P03001P
NOOD2590WRO0903
NOOO2591P03003P

See footnotes and acronyms at end of appendix.

DATE

09/13/90
12722788
10/24/89
01/25/90
12/19/80

E

460,000
100,000
1,500,000
2,270,000
1,040, 000

$...6,747,892

$ 40,990,822

m—
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APPENDIX D — INTERAGENCY ORDERS TSSOFD TO THE DEPARTMENY OF ENERGY OAK RIDGE FIFLD OFFICE

(contd]

ATR PORCE:

AFESC
AFESC
AFESC
AFESC
ATESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC
AFESC

AFESC
AFESC
AFESC
AFESC
AFESC
AFESC

AFESC

INTERAGENCY
ACTIVITY AGREFEMENT NO

1489-148%
1489-1489
1489-1489
1489-148%
1489-148%
1489-1489
1489-1483%
1485~-1489
1489~-1489
1489-14869
1489-1489
1489-1489
1489-1489
1489-1489

14B89-1489
1489-148%9
1485-148%
1485-1489
1489-14843
1762-1762

14891483

PROJECT

— NAME |

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

ATR

BI

STRIPPING
STRIPFING
STRIFPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPPING
STRIPFING
STRIPPING
STRIPPING
STRIPFING
STRIPPING

BORNE GAS
OREACTOR
CRISIS
CRISIS
CRISIS
CRISIS

EQIAC

INTERAGENCY
~ORDER NO.

Fa7-32
F27-58
FE8-13
FB§~13 A-1
FBg8-43
F&9-28
F&9-48&
F&9-55
FBO-66
Fg9-67
Foo-21
F90-35
Fo1-10
F21-19 A-1

HSD~56
H91-84
FB9~563
F89-63 A-2
F89-63 A-3
DEQ90-2

Fol-16

See footnotes and acronyms at end of appendix.

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

05/18/90
05/29/91
08723789
10/25/90

11/14/90
3/

01717791

DOLLAR TOTAL DOLLAR

~VALUE

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

5,000
150,000
200,000

25,000
20,000
300,000

50,000

VALUE

$ 2,112,951

5,000

150, 000

545,000

50,000



APPENDIX D — INTERAGENCY ORDERS TSSUED TO THE DEPARTMENT OF ENERGY DAK RIDGE FIELD OFFICE
{cont*d)

FA

INTERAGENCY PROJECT INTERAGENCY DOLLAR TOTAL DOLLAR
ACTIVITY AGREEMENT NG NAME ORDER NO, DATE VALUE VALUFE
AIR FORCE: {cont’d)
AFESC 1489~1489  FIREFIGHTER F90-51 3/ $ 50,000
AFESC 1489~-148%  FIREFIGHTER F8B-66 02/01/88 443,000
AFESC 1489-1489  FIREFIGHTER F88-66 A-1 12719788 20,000
AFESC 1489-1489  FIREFIGHTER F89~68 05 /14 /89 155,000
AFESC 14B9~1489  FIREFIGHTER F90-36 a/ 50,000
AFESC 14B9~1489  FIREFIGHTER F91-17 01714791 S0, 000
AFESC 14B53~1489  FIREFIGHTER F91~19 03/12/91 50,000
AFESC 1489~1489  FIREFIGHTER F91-29 3/ 30,000
AFESC 1489~1489  FIREFIGHTER F92-5 3/ 132,000 $ 80,000
RFESC 1489-1489 OPTICAL NB6-126 08/11/86 30,000
AFESC 1485~1489 OPTICAL NB7-96 07/07/87 50,000
AFESC 1489-1489 OPTICAL N38-25 01/06/88 100,000
AFESC 1485~14E9 OPTICAL N39-55 01/29/89 15,600
AFESC 1489-14E9 OPTICAL N90-104 09/14/50 23,500
AFESC 1489-1485% OPTICAL N21-021 11/30/50 5,600 228,700
AFESC 1489~148% PLASTIC BLAST F89-60 (6714783 200,000
AFESC 1489-1489 PLASTIC BLAST F50-49 031/12/90 100, 000
AFESC 1489-1489 PLASTIC BLAST FS0~49 A-1 0B /16/90 150,000
AFESC 1489~1489 PLASTIC BLAST Fg1-13 11/16/30 200,000 650,000
AFESC 1489~1489 POSTGRADUATES NBRE-119 08/15/86 20,000
AFESC 1489~1483 POSTGRADUATES NB7-25 10/29/86 25,500
AFESC 1489-1489 POSTGRADUATES NB7-25 A-1 04/02/87 20,000
AFESC 1439-1489 POSTGRADUATES Ngg-12 3/ 67,000

See footnotes and acronyms at end of appendix.
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APPENDYT -~ INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERGY CAK RIDGE FIEIDN OFFICE

(cont*d)
INTERAGENCY PROJECT INTERAGENCY DOLLAR TOTAL DOLLAR

ACTIVITY AGREEMENT NO NAME ORDER NO. DATE _VALUE YALUE
R FORCE: (cont’d)

AFESC 1489~1489 POSTGRADUATES N39-22 1z2/0B/8E 33,000

AFESC 1489-1489 POUOSTGRADUATES N90-14 10/23 /8% 100,000

AFESC 1489-148% POSTGRADUATES N91-20 10/30/90 108,660

AFESC 1489-1489 POSTGRADUATES N91-37 01/23/91 50,C00

AFESC 1489~1489 POSTGRADUATES N91-45 03/11/91 65,616 5 490,078

AFESC 1485~1489 SOLID WASTE N91-107 08715791 50,000 50,000

AFESC 14859~1489 EADON Fap-57 09714790 50,000

AFESC 1489-1489 RADON F88~25 02707791 75,C00

AFESC 1489-148% EADON N91-116 08/07/91 100,000 225,000

MAC 1660-16560 ADANS SCBE B6-002 08/28/86 1,434,G00

MAC 1660-1650 ADANS S5CBF 87-002 a3/24)87 290,000

MAC 1660~1660 ADANS 87-029 07/29/87 95,000

MAC 1660-1650 ADANS 87-047 09/24/87 4,500,600

MAC lea0D-166C ADANS 8&-010 12/23/87 800,000

MAC 1660~166C ADANS 88-047 09/20/BB 3,000,000

MAC 1660-1660 ADANS §9-053 D9/20/89 1,000,000

MAC 1660-1660 ADANS 90-001 10/23/89 4,000,000

MAC 1660-1660 ADANS F0-~025 D&4/17/90 550,000

MAC 1660-1660 ADANS S0~D36 0712790 56,000

MAC 1660-1660 ADANS 90-038 DB/31/90 14,800

MAC 1660~1660 ADANS 90-040 09 /07/90 75,000

MAC 1660-1660 ADANS 91~001 10/01/90 2,000,000

MAC 1560-1660 ADANS 91~DD5 12/10/90 750,000

MAC 1660-1660 ADANS 21-006 12710750 1,B00,000

MAC 1660-~1660 ADANS 91-015 02725791 800,000

MAC 1660-1660 ADANS 91-034 07/01/91 3,200,000

MAC 1660~1660 ADANS JCS FUNDS 03/01,/80 171,873 24,780,673

Sege footnotes and acronyms at end of appendix.
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APPENDIX D — INTERAGENCY ORDERS ISSUED TO THE DEPARTMENT OF ENERCY OAK RIDGE FTELD OFFICE

(cont’d)
INTERAGENCY

ACTIVITY AGREEMENT NO
ATR PORCE: {cont’d)
MAC 1650-1660
MAC 15660-1560
MAC 1660-1660
MAC 1660~1660
MAC 1660-1660
MAC 166G-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660~1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660
MAC 1660-1660

TOTAL AIR FORCE

DEFERSE AGENCIES:

DLA
DLA

TOTAL DEFENSE AGERCIES

1872~A119
1872-A119

TOTAL DOD

PROJECT
HAME

ASIFICS
ASIFICS
ASIFICS
ASIFICS
ASIFICS
ASIFICS
ASTIFICS

DATA ADMIN
DATA ADMIN
DATA ADMIN
DETA ADMIN
DATA ADMIN
DATA ADMIM
DATA ADMIN
DATA ADMIN
DATA ADMIN
DATA ADMIN

TN T TN PRTS FT.S
S Ny, Mgy Ty Sy S

INTERAGENCY
DRDER NO,

FMI92-01
ACIS0—-03
ACT90-04
ACTI90-01
ACI91-006
ACI91-014
ACI91-007

XR5BS0-02
20-~-029
21-002
21-016
91-016 A-3
21-026
$1-029
ER791L3G7
91-037
91-037 A-1

samMMs 12 1/ DLAH-9-ZRM~6

SAMMS 17

DLAH-9-ZRM-6 A-1

DATE

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

06/05/90
06/04/90
10/1C/90
03/06/91
04/02/91
04/22/91
06/12/91
07712791
Q8/13/91
08/30/91

07/10/89
09/15/89

196 INTERAGENCY ORDERS

See footnotes and acronyms at end of appendix.

DOLLAR TOTAL DOLLAR

~VALUE

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

5B, 246
190,754
220,000

50,000

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

71,000

250,000
500,000

g

VALUE

2,219,950

1,537,100

5 34,024,450

S

750,000

$

750,000

5 97,113,723
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APPENDIX D - INTERAGENCY QRDERS ISSUED TO THE DEPARTMENT OF ENERGY OAK RIDGE FIELD OFFICE
{cont’d)

1/ Project was wWentificd m the allegation letter.

2! Imeragency arder BFVS-91-073 has been amended cnce [A-1].

3/ Date of the migragency arder could nat be dentified.

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

Dagartment of 1he Army

AVSCOM. . .oori v e e ANETION Sy stems Command

BRADLEY ......oicvorerrmerertnncnenarscncncemrennn e 1AW Bradley Program (MEZOM}

CAESAR .. coviivivesain o aicorvvaarei s r e van e Competaion in Cantracting Act Acquisition Expert System (SIMA}
CUBE oarraee v eieerrsmrrronevasraamsr s ee 2 nrrennn e io@ITIOSHY Cormenznd Standard Sysiem {(AVSCOGM}

DBMES . ore e s e s s ismvane s onaanes e AT Base Manager Expert System (S

GROUND .coviiirriiv e iesvanancnsran e ave o 30und TOW Program IMICOM}

IMLA s or v rvanvr e crnsarsmns annnnenevnnn -ane e |[TEN Manzgers Assistant Expert System {MICGR)

BB v iees cosimarrreas e e e vacr e gen1e vensenoen . ITTOETRETION Systems Design IMICOM)

IVBIV TPS e i e eens I pEndent Veridication and Validatwon of Test Program Sets (MICOM)

KWAIALEIN ©oov e evevrr s v vns i o=« EW RGN Mental Restoration at U.S, Army Kwajalein Atoll, Republic of the Marshall Islands (SDC)
PAICOM. v rnivvervenim e aneeante mmesenvsmess e urean e« WIS SHE Cormuimand

PERM ..ot coviiamieiianinasesres s e ar e sessnvrenr s PROLOY pe Electronic Signature and Records Manzgement {MICOM)

DI e e inr s sy emb e ne st mens s aen s e e S TFATEQIG Defense Command

SIMA o e e DY SERMS Inkegration and Management Activity

TP e vervnsive s cvreveninssenam s snamnnconesmnenavennaaaes TIOWY Sight tmprovement Program (MICOM3

Department of the Navy

FALLOM....ccovveeenceivineirnriiaesea v airmenssennn e HMedial inviestigation and Feasibility Study at Naval Air Station, Falion, Nevada INAVFAC)

HAWAIL ..o e srins i eviss oo H@weaii Waste Minimization Program {(NAVFAL)

HIMCEM ...oviiicrsimsmsrnrianewunsrcnumene e menanss HBZMAT Comrol and Management (NAVFACE

BMARE ISLAND .....covvecirienivcr i cesenseen e REmMedial Investigation and Feasibility Study at Nava Shipyard, Mare Island, California (NAVFAC
BADFFETT FIELD .c..coovsrur i cocemevensnemrenesss R2mMEdial Investigation and Feasibility Study at Naval Air Station, Moffett Field, California INAVFAC}
NAVFALD .. eviresvaasevarevrvaveneesv e asvrcsnn - W@W3E Faciities and Enginesnng Command

NAVOSH ..o nremenrec i ennra s inses v e N@WY Dccupational Heatth and Safety Productivity Measurement (NAVFAC)

NAVY RADON .......oiirieereiics v ceconens o Navy Radon Asgessment and Mitigetion Program {(NAVFAC])



19

APPENDIX D -~ INTRRAGENCY ORDERS IESSUED TO THE DEPARTMENT OF ENERCGY OAK RIDGE FIEBLD OFFICE
(cont‘d)

Denartment of the Air Forge

ADANS e e e een e AUTOM ated Dreployment Analysis System (MACH
AFES. e reevve v ie e rimensisssmnrnmuresenrennresne-ne 2l FOroce Enginesring and Sarvices Center

AR STRIPPING ......cocriiveccnvniis ceem e e AP SERDping wth Erussions Contra! (AFESCH

ARBORMNE GAS .....ooeeecevevr e nmeeno.. Natanial Plan for Atmospheric Research on Airborne Hazardous Gases (AFESC)
ASIFICS et e ere s e imenn s s oo AAE SEPVICE Industral Fund Integrated Computer Systeon (MACH
BiIOREACTOR.....covcovnremeevirveavecsvinnnnnn.... Treaiment of Chlonnated Orgaric Compounds with Aboveground Bigreactors [AFESC)

CRISIS i veri e sern s enmers cmrarssneess neaneneen LOMbat Aeadingss and Infrastruztuse Support Igon Software Activities [AFESC)
DATA ADMIN .......oner i seee- - D@tA Admuresiration Program MAC)

EQIAC oveiisvceiraisiciitcrsrvne ce e v nenscomn - ENVITONMEal Quality information Analysis Center (AFESC]
FIREFIGHTER . ......ocievvirvis v e eaee e Fine Fighter Cervificaton Program {AFESCH
MAL oo ceeracvanrresiecsmeasraeracnn mencneson . Military Atrift Command

OPTICAL ..o mecimisiriem e nrer e o Dptical Fiber Pressure Sensor Program (AFESCH
PLASTIC BLAST vs ot cvie s vivaacene e vane s na. PiASTIC adia Blasting - Phase i JAFESCH
POSTGRADUATE ..o e v aensae .o POSIgraduate Research Program {AFEST)
RADON ..o veereiar srnssmesim cae menenca s iE FOECE R2d 0N Program {AFESC}

SOLID NASTE oo cirn s ccimrmininure e oo S0ED Waste Management Program {AFESC)

Dthar Activilies

DA e iieem e s bis cxrn s e rennsncnvrer v oo - DETENSE LOGIStICS Agenty
SAMMS I v re s e e BaNdARd Automated Materiel Management System Immediate impraveraent (nitiative (JLA}
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APPENDIX E - SOCHEDULE OF INCIRRED ADDITIONAL COSTE (cont’d)

Af Other direct cost (ODC) inclutes matenals, camputer, and purchasing costs.

2/ Subcariractor cost divided by total cost equals percent MMES offioaced.

3/ Percern MMES offloaded multiplied by MMES cost equals additional cost of the project.

4/ Proiect issued to Dak Ruolge National Labaratory for work that was not unique ta them.

S{ The ASIFICS project did not have any additional costs because the project was appioved by a DoD cantractng afficiat as a justified sole-source
procurement ta 0ak Aidge National Laboratory,

& DcD program offices did not recerve adeguaie detaited data to dentify costs hilled.

BDBNS i rnernirrsies e e e dURaMated Deployment Analysis System

AR STAIPPING .oovrveinvieevinn s cneriavannnn - AIE Stripgang wiith Emissians Contrai

AIRBOANE GAS ... vivvnsn s ennnn ereeen . Watipnal Plan for Atmosphenc Researsh on Airkorne Hazardous Gases

ASIFITS v an v v ir s cecvin s eea o DEVICE kndustnial Fund integrated Coernputer Systemn for AMC Requirments
BIOREACTOR....coviiveicivennineccce v aenew . TrEEtMENT of Chlonnatesd Organic Compaunds with Aboveground Bioreactors
BRADLEY ... .o cenrsiievirrcamnnncnr e ene o Bradiey TOW Project

CAESAR . ... ocrircrenrcrveninrenanennenceeeen o GOmpettian In Contracting Act Acquisttion Expert System for AMC Requirements

COES oo cev i erereetesvmaa v seas s essmm e een s GOMMoOdity Command Standard System
IS it i e ctbmsmr e e eme e as s raeen enssensa o COMPAT REadiness and Infrasorecture Suppart fcon Software Actanties

DATA ADMIN ... oo e vvrimrrsmenenaersecn e o .. D18 A munistration Frogram

DOBMES. ... s s e na e oo D81 Base Manager Expert Systemn

A oo sie cevwe sy rsccassmen nnssmsus eemawen e EVTPRCOAMENTA] OQuality Informatcn Analysis Center
FALLDM..o...vve e vevnvnscrnisvnvessamanseensmnmnnon oo REM BRI Inwestigation and Feastbifity Study at Navat A Station, Fallon, Nevada
FIREFIGHTER ........rccrvriimiriremsniramsen o Fit€ Fighter Certification Program

GRDUND ... insvin s e meeneeen A rourd TOW Proyject

HAWAH et ircaieno s v nan e - . AR Waste Minimizatian Praject

HMUGEM .......covsneirirrtimrerrcssnsrronssneeesnne . HAZMAT Control and Management Project

IV . ¢ e cmcer et mnre s sn s rnemm s renan srnana o - VBT KRANDEErs Assistant Expert System

IBD corveememreemersmeevirsen e s s eereceenea e PO TTAATION Systems Design

TVEY TPS i cecr s s remae s e e e e wn - ATIGEpENd Nt Veafication ard Validation of Tast Progiam Sets
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APFENDIX B - SCHEDULE OF INCURRED ADDITIONAL COST8 (cont’d)

MOFFETT FIELD ..........cccvieenn
NAVY BADON ..o is s mmniain

OPTECAL oo rrcrma i

PLASTIC BLAST ..coviceeiie e emr v e

POSTGRADUATE ...t nieiiias
... Aar Farce Radon Prograrm

el Standard Automated Materiel Menagemen: System immed:ate lmprovement lnibatwe

... Solid Waste Management Program

MMES ..o
MARE ISLAND .

ODC e ar v e nerenn
RADON -..oooeeeeeeereresrvens
SAMMS 3.,

SOLID WASTE ... sirrr s

Environmental Restgration at U.S. Army Kwajale:n Atell, Republic of the Marshall siands

...Martin Manetta Energy Systems
..Aemedial Invest:gation and Feasibility Study at Naval Shipyard, Mare Istand, Calitornia

Femedial Invest:gation and Feastbility Study at Nawval Air Station, Mofiett Fizld, Californig

..Navy Occupational Keaith and Safety Produclivity Mzasurement Study
.Navy Hadoen Assessment and Mitigation Program
- Other Direct Cost

...Opticai Fiber Pressure Senmsor Project

Pratotype Electramic Signature and Records Management
Plastic Media Blasting - Pnase Il
Pastgraduate Research Program

TOW Sight Improvement Progect






L9

APPENDIX F -~ ECONCMY ACT ORDERS ISSUED FOR AUTOMATED DATA PROCESSING RESOURCES 1/

DoD
Activity

AVSCOM

MICOM

MICOM

MICOM

MICOM

MICOM

MICOM

MICOM

SIMA

Project

Name

CCEs

BRADLEY

GROLUND

IMA

I5D

IV&VY TPS

PERM

TSIP

CAESAR

Description of ADP Project

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

Provide pregram planning analysis and risk
assessment management support.

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

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

Provide support and modernization efforts to
the computer systems environment.

Provide research, analysis, and evaluation to
software performance.

Develop and implement a prototype electronic
signature records management system.

Prepare status and informative briefings.
Provide a technical assessment and evaluation
of sensor capabilities for missilejlaunch
automated interface.

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

See fooitnctes and acronyms at end of appendix.

Dollar
Yalue

$2,975,0C0

1,017,089

1,450,815

10,781

5,591,000

741,148

1,664,118

1,216,000

578,000

Additional

cost

$359,002

127,711

297,460

158,820

609,621

92,533

213,314

224,429

79,058
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APPENDIX ¥ ~ ECONGMY ACT ORDERS 1SSUED FOR AUTOMATEDR DATA PROCESSING RESOURCES 1/ (contfd)

DoD Project Dollar Additional
Activity Name Description of ADP Proiject Value Cost
SIMA DBMES Develop an artificial intelligence center,

database manager expert system prototype, and

train people on the expert system.

Also, develop a standardization system that

would link five major subordinate commands

together, and install the network and

software. 976,500 $187,135
AFESC CRISIS Convert satellite obtained intelligence data

to automatic imagery systems to be used for

targeting purpcses. 545,000 )
AFESC EQIAC Establish an envircnmental quality

information analysis center. 50,000 4,796
MAC ADANS Develop scheduling algorithms and the rela-

ticnal database interface toc support then. 24,780,673 4,970,976
HAC ASIFICS 2/ Develop an information management system to

support accounting, budgeting, and analysis

functions for the Financial Management Office. 2,219,950 0
MAC DATA ADMIN Clean-up the man-machine interface and develop

user manuals on the database standardization

program. 1,527,100 190,609
DLA SAMMS I° Provide programmatic ahd cperational test and

evaluation support for the Standard Autcmated

Management System leading to certification of

the system for agency-wide deployment. 750,000 152,306

TOTAL $46,906,174 47,671,770

See footnotes and acronyms at end of appendix.
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APPEKRDIX F = ECONOMY ACT ORDERS ISSUED FOR AUTOMATED DATE PROCESSING RESOURCES 1/

1/ These Economy Act orders were issued withaut authorization.
2/ Additionai cast was computed in Appendix E, ~Schedule of fncurred Additional Costs.”
3/ ASIFICS was authorized by a conbrasting officer and therefore addibanal costs wese zer.

ADP .. cca e
AFESC. ..o,
ASIFCS. e,
AVSCOM. ... v e
BAADLEY .o e
CAESAR ...coovrirmirenein i
crniacasnrniniesreennes ene D22 Administratan Pragram

DATA ADMIN.

DEMES.........ccvnes .
[ 3 11
GROUMD ... .ol

V&V TPS.......
MAC ..evvenes
MICOM. ..........
SAMMS 19, ..

daccermeamccanrnp

reremrann e sanaewasaennea PIDO Y pE Electronic Signature and Records Managememt Project

v s neesmnen o AUEDMAted Deploymem Analysis System
raeimerinereasawerss Altomated Data Processing

vererersemnennns oo 0T Force Engineanng and Services Center
weennrvnnneennronee AIF Sarvice Industeal Fund Integrated Computer System
merverrrneaen e SWI@tIGN Systems Command

veesro Bradley TOW Project

mreremerireeennnnr o COMModity Commard Standard Systam

rerennenmnsrreareaeenenene s - Datad Base Manager Expert System

Ma s ra et pa e

ceeeretnernerinmen .. DEfense Lagistics Agency

wrvnessvennseeswesns o EMWIEGRMaNtal Quality Informatian Analysis Center
ceevmrnveve v e o -ee OGNS TOWY Project

rcevr e e 10T Managers Assistant Expert System

eneernimnrnnsnnnennn.dnlarmation Systems Design

werrervannnnenno- INdEependent Verification and Vatidation of Test Program Sets
cezeneenrenenaer oo Wik tATY Airlift Command
weenncarseacrnnnieen -« WliSSHE Command

e ieiaraanresnese DY 5IBMS INtegration Managament Activity
cererueanseracenneenrenne T OV Sight Impravement Project

arnrnnre mrnennre o on GOMRREEON N Contrecting Act Acquisition Expert System for AMC Requiremems

v.owr. COmbat Readiness and imfrastructure Support lcan Saftware Activities

crrerirrrassanesnnsrnresseees SLANG AN Automated Matesiel Management System immmediate improvemant hifiative

(cont’d)






AFPFPENDIX G - ECONOMY ACT ORDERS

BETWEEN Dol ACTIVITIES AND OTHER

FEDERAL AGENCIES

Fizeal Wenrg

Repariment or Agenc 1989 19490 1991
{in mitions}
Department af Energy $1,780.0 $2,115.0 §2,450.0 1/
Department of Heaith and Human Services 14,7 12,1 18.6
Department of Housing and Urhan Development 2 3 2
Brpartment of interior 63.6 B2.0 6.5 3/
Department of the Treasuty .8 a.5 16.2
Department of Transporiation £9.1 4/
Oepartmant af Velerans Affairs 101 o
Environmental Protection Agency 1.8 1.8 3.5
Federai Emergency Management Agency 44,3 B5 1.4 B/
General Services Administration 236.2 2108 193.0
Government Printing Office 261.1 233.7 257.3
Mational Aeronautics and Space Administration 2927 186.0
Mational Science Foundation 29.9 26.9 29.3
Office of Personnetl Management 2.1 7.8 4.8
Tennegsee Valey Authority e 1485 5¢

Totals $2.504,

$2,2808 £3.2863

Responses to a questionnaire to Dol activities during the audit, "Dol Proosurements Through the Tennesses
Valley Authority,” showed that in 1991, DeD activities sem intgragency orders 10 the Departments of
Agriculture, Commerce, Justite, Labor, and State; the Central Inielligence Agency; and the Foderal Reserve
Bank. Rowever, goliar amounts were nat dentified in the responses, A5 2 result, the schedule is incomplete,

Also not shown are the Department of Education, the Nucicar Raguiatary Carmmission, and the Smithsanian
institute, which did not raceive any interagency arders from DoD activides during Fys 1988, 1820, and 1931;
and the Library of Congress, which establishad controis to preciude the acceptance of unauihorized intgragency
orders from DoD activitias as a result of the review complesed in 1890,

1/ Amoums for FY's 1989, 1890, and 1991 are estimates since compiete data were not availabie.

2/ The amount during FYs 1988, 1980, and 19391 were between $200,000 and $300,000: howaver, for
FY 1982 the amount of DoD interagency orders increased to $1,206,900,

3/ Amounts for FY's 1989 and 1290 are estimates since compliete data were not avaifable.

4/ Data were providaed for Fys 1287, 1988, and 1389,

B/ Datafor FYs 1988 and 1990 ware not avadable,

G/ An intaragancy arder for FY 1989 was moadified 17 times and accounts for $42.8 million of the $44.3
milion idantified for FY 19389,

1f Data for Fy 1989 were not avaiighle.
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ggnmgggzruxnrne'ranTFY'xsga'[s MILLIONS)

ARMY | NAVY | USAF | SDIC | DARPA | DIA | NSA | DNA | OSD | JCS [ DLA| TOTAL
(&)} 3 ) 3 (2)
Ames National )
Laborutory 0.03 0.03
Argonne National
Laboratory 0.90 2.80 3.70
Jet Propulsion '
{.aboratory 1,30 1.30
Jet Propulsion
Laboratory .30 0.36
Los Alamos
National Laborstory 2.7 | 1.80 12.50 2.60 19.40
Lawrence -Berkale.y
Laboratory 0.70 0.70
Lawrence Livermore
National Laboratory 1.80 0.60 | 0.30{0.30(7.50} 10.40
Sandia National
Laboratory 5.20 | 3.00 3.10 11.30
Oak Ridge 0,30} 030

Total —emen wormn wwmme eeeee {290 4,70 - 16.10 0,30 580 7.80 47.30

1(}2 95 F‘aqg 170, ltem 1

*

All data are estimatad FY 1983 obligations based on current planning and are subject to changs
{1 May be limited by the available funding ¢ailing given in the FFRDC Management Plan [rot shownl,
12} Elata available but is classifisd (Confidential).

(3} No response provided.

DIARPA ...ccciimmimncc i Defense Advanced Research Projects Agancy
DIA s e Defenss Intelligence Agency
DLA e erecccenenn. DEfRNSE Logistics Ageney

DNA. i inienerrieccceesivennes Defense Nuclear Agency

B | 0 SO U ORISRt Joint Chisfs of Staff

7 - SRS National Secunity Agency

L4 354 3 TSSO <« Wtice of the Secretary of Defense
L1 [ SRR e StPAEGIC Defense Initiative Organization
USBAF ... vveeiionnnr errrresceneneesssssnssnses United States Air Force
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Recommendation
Reference Descoription of Benafit
A.l.a. Internal contrel. Issue guidance

Aulnb«

quqaq (1)

A'3Ia' (2)

A.3.a.(3)

that reguires a contracting
officer to review and approve
interagency agreements and orders.

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

Compliance. Revise DoD
Instruction 4000.1% to include
guidance that specifies format
and content requirements of
interagency agreenments.

Compliance. Contracting officers
should review active interagency
agreements with non-DoD activities

and determina if the contracts need

ESULTING FROM

Type of
Banefit

Nonmonetary

Nonmonetary

Nonmonetary

Nonmonetary

to bhe transferred to Dol for contract

administration.

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

Compliance. Approve Economy Act
orders only if DoD realized a
unigque service, benefit, or cost
savings.
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APPENDIX T - ZUMMARY OF POTENTIAL EBENEFITS RESULTING FROM
AUDIT (cont’d)

Recommandation Type of
Reference Description of Benefit Benefit
A.d.b. Compliance., Require disciplinary Nonmenetary

actions be taken against DoD
program officials who Knowingly
axceeded their authority and
viclated public law,

Internal contrel. Reguire that Nonmonetary
a DoD accounting efficer have

documented approval prior to

allocating and committing funds

on Economy Act orders.

Program results, Establish a Nonmonetary
central point of contact within

DoD to oversee use of interagsency

agreements.

Internal contrel. Require that Nonmonetary
future interagency agreements

include a regquirement for submission

of progress reports and detailled

cost data and the performance of

reviews hy DoD program officials to

ensure billed amounts are accurate.

Program results and internal Nonmonetary
control. Establish a system to

track dellars expended under

interagency acquisitions.

Compliance. Issue guldance to Nonmonetary
clarify the applicability of

the Economy Act and Project Order

Act to interagency acguisitions.
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APPENDIX J « ACTIVITIES VISITED ©OR _CONTACTED

Office of the Sscretary of Defense

Office of the Director of Defense Procuremeaent,
Washington, D&

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

Comptroller of the Department of PDefense, Washington, bC

Departm of t

Inspector General, Department of the Army, Washington, DC
Headguarters, Army Materiesl Command, aAlexandria, VA
Army Missile Cuommand, Huntsville, AL
Army Strategic Defense Command, Huntsville, AL
Army Aviation Sysgtems Command, St, Louls, MO
Army Systems Integration and Management Activity,
5t. Louisg, MO

Repartnent of the Navy

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

Headquarters, Naval Facilities Engineering Command,
Alexandria, VA

Conptroller of the Navy, Washiongton, BRC

Department of the Air ¥Force

Dffice of the Assistant Secretary of the Alr Force
{Acguisition}, Washington, DC

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

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

Defense Activities

Headguarters, Defense Logistics Agency, Alexandria, VA

Headguarters, Defense Nuclear Agency, Alexandria, VA

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

Director, Defense Advanced Rosaearch Prociects Agency,
Washington, DC
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APPENDIX J ~ ACTIVITIES VISITED OR GONTACTED {cont‘d)

Non-Defecngae Faderal Activities

General Accounting Office, Washington, DC

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

Department of Energy, Office of the Inspactor General,
Eastern Regional Audit Office, Oak Ridge, TN

Department of Energy, Office of Qryanization, Rescurces, and
Facilities Management, Washington, DC

Non-Government Activities

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

Martin Marietta Energy Systems, Hazardous Waste Remedial
Actlion Program, Qak Ridge, TN
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APPENDIX K -~ REPORT DISTRIBUTION

of ¢ a8 etary of Defense

Under Secretary of Defense for Acguisition

Director of Defense Procurement

Assistant Secretary of Defense (Production and Logistics)
Comptroller of the Department of Defense

Dapartmant of the Army

Secretary of the Army

Amsistant Secretary of the Army (Financial Management)
Inspe¢tor General, Department of the Army

Auditor General, Army Audit Agency

Department of the Navy

Secretary of the Navy

Assistant Secretary of the Navy (Financial Management)
Comptroller of the Nawvy

Auditor General, Naval Audit Service

Department of thae Air Force

Secretary of the Air Force

Assistant Secretary of the Air Force (Financial Management
and Comptroller} ‘

Auditor General, Air Force Audit Agency

Defenss Activities

Director, Defense Contract Audit Agency
Director, Defensce Lagistics Agency

Non-Dafenss Activities and Individuals

Office of Management and Budget

Office of Federal Procurement Policy

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

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

Senate Subcommittee on Defense, Committea on
Appropriations

Senate Committee on Armed Services

Senate Committee on Govermmental Affairs

House Committee on Appropriations
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AFPPENDIX K = REPORT DIBTRIBUTION (cont’d)

Congressional Committees {(cont’d):

House Committee on Armed Services

House Committee on Governmant Operations

House Subcommittee on Legislation and National Security,
Committee on Government DOperations

Inspector General, Department of Energy
Inspector General, General Services Administration
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PART IV MANAGEMENT COMMENTS

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

Defense Logistics Agency
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RIRECTOR OF DEPENSE PROCUREMENT COMMENTES (cont’d)

wxdors. We believa that this effort wili, when combined with the
imvel of intareat clearly ezpreassd by the USD(A), introduce more
discipline inte the scquisition process and will {improve the process
of placing ordera using interagency agreaments,

Re are attaching for your consideration cur response to apecffic
recamaandations that are directed to the Director of Defaense
Frooyroment . Thank you for the opportunity to ¢omment on the draft
LBpPOLT.

(®) (6)

®leanor R. Spector
Director, Dafense Procurement

Attachments
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DIRECTOR OF DEFENSE PROCUREMENT COKMMENTS (cont’a)

Finaj Reporr
SPRCIFIC COMMENTS

A. Use of Intaragency Agreaments and Ocdars
DoDIG Racommendation for Corrective Astion!

1. We recommand that the Dirsctor of DmInnse Procurement revise
guidanes in the Defenss Federal Acquisition Regulation Supplement
217.%5 to:

a. Requira that a Deb contracting officer review and apptove
all interagency agreements and subsaquant interagency orders.

©. Require that Dol contracting officer determinationa

approving interagency acquisitions identify the estimated savings to
ba realized by DoD.

¢. Specify the applicability of the Roonomy Act Lo pracuraments Delet.
made by one Dol Component at the request of ancther DoD Component. eleted

2, We recommend that the Director of Dafente Procursment, in
coordination with the Assiatant Secratary of Defonss (Production and
Loglsticna), isaue guidance that apacifies format and content Revised
requirements of interagency agreamenty, including the applicability
of tha gonexal guidance in Dab Instruction 4000.1%, "Interservice,
Interdspartmantal, and Interagency Support,®

DLF Response: Fartislly concur. Tha Director of the Defenase
Raquisition Regulations Counci}] will opon & new case to considar
thase recommendations. However, the UFARS is not used by
raquiremants persoanel who. in the cases discussed in this report,
bypassed contracting officers. Augmenting covesrage in the DFARS will
3till not reach these technical parsconnel. It appears that
contracting officers consistently followsd direction aimed at them.

B, Administration of Dol Interagenoy Orders
DobIG Racoexsandation for Corrmctiva Action:

1. We racommend that ths Olrector of Dafenss Procurement ravisa
guldance in the Defenss Federal Acquisition Regulation Supplement Revised
217.5 to requitre that interagency agraeements include provisions for
tha submiassion of datailad prograss reporta and cost data. Tha cost
data should ldentify costs incurred by the prime contractor during

25



DIRECTOR OF DEFENSBE PROCUREMENT COMMENTS {cont’d)

Deleted

Ravisod

the paricd, Llncluding direct labor hours and rates, material costa,
subcontcactor coats, othar direct coats, and profit,

DDOP Rasponsw: Nonooncur., The same rationale applied to
recomuendatlon A2 appllies. SiRply Atataed, contracting officars de
not write purchase requasts and should not be expected teo apecify the
contant and form of lntsragency agresments, Requiring officials, who
are rasponsible for their programs and are held accountable for their
auccaases, shauld decide what informabion 13 naeded for managament
and control purpoass

2. Wa recommend that the Director, Defense Financa and Ascounting
Sorvice, modify the procedures manusla for finance and accounting
offices to require that:

b. A [DoD program official or contracting officer certifies Char
tha amcunta billed by the other Fedsral agency are proper fer
Paymant:.

DLP Response: The recommendation is directsd to the Director, DFAS,
but we do not agree that a Dol contracting afficer im in a position
to certify that the amounts billed by the wthor Federal agency are
profsr for payment.

C. Tracking of Interagency Acgquialtions

DoDIG Recimmendstion for Corrective Actian: Wea recommend that the
Under Secretary of Defense for Acquisition establish a procadure for
ldentifying and tracking ths amounts of interagency ordars and
related funding with the Deparimani of Enargy and othar Fedaral
agencias.

DDY Pesponaa: Ronconcur. Wo are not convincad that DeD-wide
precedure for ldentifying and tracking the amounts of interagency
orders and related Funding la warkantid,
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{cont’q)

THE UHDER SECRETARY OF DEFENSE
WASHIMGYOH, DC 2010t

95 ey B

ACTIUIITIDN

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTHMENTS
ATTENTION: SERVICE ACQUISITION EXECUTIVES
DIRECTORS OF THE DEFENSE MENCIES

SUBJECY: <Jontracting Through Interagancy Agreements

The Departmeat of Defsnan Inaspector General {(DoDIG) recently
initinted sanother audit of contracting through interagency
agreamants, In this instance, the Departisint’s use of such
agreamanta to obtain contragting support from the Tenneasoe Vallay
Authority (TVA}, under their Tectindlogy Brokering Program, is being
scrutinized. The audit 1s to determine whether DoD’s use of TVA' s
program is appropriate, justifisd, and approved {as prescribed by the
Faderal Requisition Regulation and Defense Federal Acquisition
Regulation Supplament}. The audit will sise datermine whather or ot
the procedures uaed were adedquate to protsct the Dol’s interesta:
whether internal controls over Lheae procuieneats wers adequate; and
wvhether the Department’s year-end spanding policies were viclated.

Regardless of the outcoms of this audit, I think it necessary to
reinforce our policlea pegarding "contract offloading.” In a May 10,
1330, mamorandom, the Principal Deputy Assistant 3ecratary of Defensa
(Production and Logistics}, cited two similar BoDIG audita which
found probless in the use of the offloading techniaque. In your
raspoRaes to Lhe DoDIG on those audits (iavolving the Library of
Congress and ths Department of Energy), you agreed to pursue
Corrective Actions to minimize tha risk of nrdars for intearagency
acquisitions belng placed by wnauthorized Dol program officlals,
Please ensurm that you have completed those corrective acticns and
verify that you have established effective procedures to control the
inappropriate use of lnteragancy contracting support.

Farly loput from the 0eDIG indicates that we may still have »
problam. 1 wank to ensure that we are not in viclation of the
regulations governing the use of intaeragency agreaments; that we are
not paying other sgenclies to executs contracting fonctions that we
should ke performing ourselves: aad that we ara not using TVA, or any
othar agancy, to circumvent our own year—end speading policies.

Tha attached listing of "funding agencies™ was provided by tha
TVA Inspactor Geoeral’s office. We are providing it for your use in

87






REPARTMEMNT OF THE ARMY
OFFICE OF THE ASSiSTANT SECRETARY
WASMINGTON, DG 20310-0101

SARD-PR 05 0CT ¥a?

MEMORANDUM FOR ASSISTANT IHSPECTOR GENERAL FOR
AUDITING, DEPARTHENT OF DEFEWSE,
400 ARMY NAVY DRIVE, ARLINGTON, VA
22202~2004

SUBJECT: ©Draft Audlt Report oh the Allegations of
Ieproprieties Involving DoD Acquleition of
Services Through the Department of Energy
{Projest Ro. 1CH~0033)

The Army concurns with tha Inepector General’s
findinge that inadagquate or ilnapproprlata proceduras
were followed by some Arpy activitiae in placing
Economy Act orders with the Department of Energy (DOE)
batween July 14, 1988 and Januar{ 6, 1992. Thae
problems ldentifled are very slmilar to those described
in Report No., 92-089, "Quick-Reactien Report on DoD
Procuraments Through the Tonnaseae Yalley Authority.®
A3 we informed you in our Juna 15, 1992, response to
that report, the Arsy has alrsady lmplemantad a numbar
of corrective actions to reducs unauthoriied Economy
Avt transfara and centract offloadlng. These
iniclatives include:

a. the ASA{RDA} mesgage datad Decembar 26, 1991,
that alerted all Army activitlea to the abusea af
Econowy Act autharity and rolnforced tha regulrement fn
the Dafense Faedaral Acquisition Regulation Supplement
{DFARS) for a contracting offlcer to eign Econamy Act
determinations. Tha measage also diracted that tha
budget or rescurce management officlal who cartifies to
the fundz ¢ited on a Mllitary Interdapartmantal
Purchase Requeat (WIPR} to a non~DoDd agency under
nutharlt{ of the Economy Act muet angura that an Army
contracting erficer hag made the raquired detarminatlon
and that it has basa raviewad by counsel.

b. chapga ? to Arwy Regulatien 37-1, Army
Accounting and Fund Control, dated February 18, 1992,
which implamantad the direction in the ASA{RDA) message
concerning the responmibilitlias of funds certifying
afficlialsm.

¢, a ravision to AR 70-1 to relterate the sama
policy to tha Army‘s acquisition managera. AR 70-1 ig
tha Army‘s lmplementation of DoD Directive 5000,1, DoD
Inatruction 5000.2, and DoD Hanual 5000.2-M.
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(cont 4)

Rasponse to IG Do Reupumsndatlons for Sorzsctive actien
pProject No. 1CH-0033

A SR QE INTERAGENCY AGREEMENTS.AND OQRDERS

1. ¥9 recommend that the Director of Dafense Procursasent
reaviss guidancs in Defenss Faderal dcquisition Regulation
Bupplensnt Bubpart 237.% to1

&, Require that & DoD contrascting officer review axnd
approve K11 intersgency agresments and subsequent interagsncy
orders.”

Army pesition: Partially concur. Until such tine as thers
is & proper dsfinition and dmscription of ®interagancy
agraements*, this term should not bea "blassed®™ by including
it in the DFARS, except, perhaps Lo atata that an interagency
agreenent does not comprise an interagency eordar undar the
Bconomy Act unless it obligates appropriated funds. Agency
Acquisition Executjves/ Seniox Procurement Bxecutives wmust be
nllowed to designats higher level officiala to raview Eoonomy
Act transactions, Laatly we would note that nelther the law
nor tha existing ragulations require "approval”™ of oxdeys by
& sontracting officer, uwersaly the making of a determination
a8 to the appropriatenens of transferring the funds and
reguiresents to another Federal agency pursuant to the
Econcny Act. Suggest that Recompendation 1.a., ba revigad to
read az follows:

*s. Require that & DoD contracting officer oF higher
lavel official raview all proposed Bconomy Act orders
and prepara the determination required by FAR 17.503 and
DFARS 217.503."

*b. Requirs that Dol sontracting officer deaterminations
approving intaragency soquisitions identify the astimated
savings to be realizsd by DoD."

Army position., Nonconcur. Thig propomed raguirement is nov
only oot reguired by the Beonoxy Aot itself, but is
impracticable and inappropriate in many situationa. ‘The
determinations nead only address why the transfer i»
approprilate (e.g., it is inappropriata to buy tank desiqgns
from the Library of Congress) and in thae best intsxest of the
Government after considering convenience and “chaapness™.

%o, Specify the appliloability of the Economy Act to

proctirenents nade by one Dab component at ths raguast of
aBother DOD &omponent.®

Enel o
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DEPARTMENT OF THE

ENTS (cont’d)

Reviseag

™

Army poaition. <oncur in part. The EBEconomy Act is not an
Interservice Support Agreaement. An EConomy Act action should
nat request the servicing agency to provide contract
sarvicas. MAn Economy Act agtion should wimply request that a
service or supply ba furfighod te the requesting agancy and
promioe to pay all lagitimata cpets up to the amount
obligated and approprilated,

A3 a peparats issue, ths legal applicabllity of the
Econonpy Act ta intra-DoD transactions probsbly doea need to
ba resclved or clarified, It 15 euggested that, 1if it is
found legally necessary to spuciflcally cite and comply with
the Fconamy Act [or avery intra~DoD funda transfer {as
opposed to aoms othar statutory anthorlty to tranafer
requiressnts and funds within DoD)}, the SECDEF or DEVSECDEF
should maka a blanket Ecenomy Act daterminaticn to be cited
in DoD Instructien 4000.19, I1f ia not appropriate, for
exanple, for a contracting sfficar determination to ha
required for every coordinated acquimition actlon. Recommend
that DFARS 208,70 be uaed av a modeal. We note that DFARS
208.7002{a)(4) cltes 10 U,5.C. 2308 and not the Economy Act,
howaver this coverags only addreages commodity acquimitiona
apd pot sarvices, or develgpmental materiel,

3. ¥e recoppend that the Direcktor ¢f Dafense Froourament,
in aoordination with the Aapistant gacratary of Dafensa
{Production apd Logistica), lesus guldance that gpecifies
format and cenktent requirements of interagenoy agreements,
inaluding the applicabiiity of general guidance in bod
Instruction 4000.1%, YIntarsarvios, Intardespartmsntal, and
Intaragency Suppert™.

Artty position. <Concur, although it is not clear that the
Instruction currently pertaine to transactions outside DaD.
The Aray is especislly €ehcerned Abdout Economy ACt trang-
actions with agencles vhose atandards of performance for the
contracting function are diffarent than standards within the
Departmant of Defenad., Prograin officiala sften errchecusly
assuma that the asrvicing agency will follow the PAR Ln tha
same way as DoP agencios.

%3, TYa racommend that tha Sarvice Acguisition Executives
apd the Director, Dafanae Logietica Agancy:

2+ Raguire the contraoting office at subordinata
astivities to:

{1) Reviaw active interagency agresments batween the
activities that it supporta and cthar Pederal aganoies for
conpliance with the Rconomy Aot apd implementing regulations,
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(contrd)

-

and revise, terminats,; or issus nev interagancy sgresasnts
when appropriate. I1f the non~0oD contracting agsmoy is nat
oapabla of adegquataly sdministaring wxiwting costractms, tha
coatracting office should raguest tha contracts e
transfarrsd to the Dapartasnt of Dafsupe £Or adminmimtration.®

Army rasponsa.  HKonconcur. As stated previcuuly, intoragoncy
agreements are not, par se, Economy Act transfars. Contract-
ing ofticers are likely not tha best agency officiala o
appruve, digapprova or prepara interagency agressenta. If
thesn agreaments becoms vehlclesd for lmproperly clrcumventing
tha Economy Act and other laws and regulations, then they
should he termjinated. If "agreementa®” ara requirod by a
sarvicing agency in ordar to attempt to ehift responsibility
inappropriately to a reguasting agency, then such agreements
should ba rapudiated aftsr raview by counsel. As to the
igouo of contract adminiatration, that must ba considered up-
front when making the decision to trensfer tha requirament to
another agency. If it is known that ths receiving agency
will contract (e.g., with an FFADC that it sponsara) then the
agency’s abllity to monitor other agenclse’ tasks sust be
takan into account, If all contract adminlstration 1is toc ba
done by the requesting agency then the requirement should
probably not have bean tranaferred in the firat place. Tha
Recopmendation s somowhat disingenvous in that most FEREDC
sponEoring agencles do not sllaw diract cotntracts boatween its
FFRDC and othar agencies; and many PFRDCS operata under one
omnibus cost-type cantract under which tankT:qu are made by
edification or othar ordering tachnigue. Thus, tranafer of
tha "contract” to DobD lg Infsaziblae.

“{2) Ratify or termibata active lhtersgency ordars
with the Pepartment of Ensrgy and other Fedsral ajespcias that
ware not proparly authorissd by Dol contrasting officare.®

Army responsa. Doncur.

*{3} Approves lontaragency ordars only if DoD
realised & ssvings in offloading tha vontrecting
rsuponuibility to anothar Paderal agancay."™

Arpy rasponss. HNonconcur. This recommendation should be
withdrawh. PFirstly, it would ba a practical impoesibility to
calculata hypothetical "gavings® or excess conts unless thera
i & known and agread baselinae (to include sctual procurament
conts by tho requasting agency and all adminlstrative coste
asagcliated with executing and adsinistaring and technically
managing a particular procurement raguiremant}, Sacondly,
Bconomy Act transfers do not, par sa, equate te "offloading
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DEPARTMENT OF THE ARMY COMMENTSH (cont’d)

Revised

-

. oscontracting responsivility™. They represant an
acguinltlon funetion but not a contracting/procursment
tfunction., Lastly, the major check and balance in the process
is n(ny} reviaw by a contrasting officar. The report does
not support a concluslon that contracting offlcer
determinatione wers inaeffective becauss thoy fajled to
adequately address economies. The raport reveals, on the
contrary, that contracting officers or highar leavele
officiale varm not consulted et all in the dscision to shift
work to Depsrtmont of Epergy and its FFRDCs.

"{k) Discipline program officials who Enowingly
exteedead their authority and violatasd tha Economy Act, ths
Prooks Aat of 1963, the Compatition {n coptracting Act, ysar-
and apanding restrictions, and othar laws and requlations by
pllbinq.unnuthurilod intaragancy ordars with anothsr Federal
AJADCY «

Army response. Concur.

Hy, Wa rsccmmend that the Comptroller of thae Departasnt of
Defanse madify the DobD 7120.9-M "Accounting Guidanos Manual®
to diract finance and aqcounting offipes to raquire
dooumented approval by a DobD contracting officer prieor te
obligating funds on interagenoy ordera."

Army position. Partially cencur. Finanee and accounting
officea and officials ars generally not the sffices or
officials reapansible for certifying to the availability and
proprlety of funds praovidéed on Economy Act interagancy
orders. HNormally this ia a delagated "rescurce nanAgament®,
budget, or program analyst function, Purthermore, thame
officialn do not "ebligate™ funds on tha MIPRs, they allocate
and commit the funds. Acceptahice of the funded reimbureable
KIPR by the receiving agency createn the cbligatien. The
Army ham already achleved vhat wa baliave the IG intendsn to
accomplish with this recommandatlon. 7Tha Army has long
argqued that the only affactive controls for this problem lie
within finance/comptroller channels, net with the bypassed
aontracting community.

"1. e rscomend that thw Directer of Defehss Prosurament
revisza guidance ln Defebas Federal Aoquisition Regulmtion
Supplesent 117.53 to requirs that interagensy ajressents
inoluae provisions for the submiwsion of detailed progress
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rapores and cast dats. Tha ocast data should identifly costs
ipcurzed by the prims contraotor during the paricd, inalodipng
dirsct labor hours and rates, materlal cowte, subcontrastexr
oaate, other direct costs, and profit.*

Army position. Nonconcur. Tha dratt report dows naot
distinguish between direct organic support by agenciea undar
the Ecenomy Act and efforts whars gome or mll of the pupport
is provided by centract, aa waa tha case with DOE's Onk Ridge
Maticnal Laboratory. The Economy Act would appaar to
conflict with this upilateral Do0O mandate.

In any event, tha DFARZ {s npot the appropriats place for
such guidance under current procedures, Since interagency
agreements and Economy Act ordera are not contracting actions
exacyted by contracting officers. Tha current role of Dol
contracting officers is to review proposed Economy Act ordera
for complianca with the law and implementing requlatiocns, ang
to mhke the sppropriate determination. Guidance iosoed on
cost/performance reporting by Economy Act sarvicing sgencies
ahould rafer to any Interagency orders placed, mincae
“interagency agreemanta® arg not used or requirad in many
cages and have no ganesrally accepted definition.

WI. We recomnend that tha Dirsctor, Defsnss Fioapce and
Agcounting Barvicas, medify the procedures masuals [or financa
and agecounting offices to require that:

a. Standard Form 1564 wouchere Iroa apothar Federsl
agency not be pald uUnlans mocompanied by supporting
dooumentatinn on costs ilpcurrsd. Ths supperting
documentation should imclude details of costs incurrsa by tha
prime contractor during the perisd inoluding dirsct laber
bours and rates, material costs, subcontractor ocosts, othar
direct costs, and profit; elsments of general and
administrative costs; and administrative coets charged by the
contractiog agsnoy,™

Army position. Woncongur. Thim appears to be in direst
conflict with tha language of tha Econocmy Act (31 U.5.C
1535(b}}. Ir tha intent of the IG undar thls racommendation
ia to increass viaihility of DoD program afficiale cover coat
and performanca undar DOE contracts, then reporting should be
a requirapent of avery order. If the intant is to challenge
billings submitted by DOB, then it contflicts with the law and
is othervise inapprepriate.

wWhat i3 required i® accountable, comprehaensive contract
administration by thea agangy that aceepted the requiramant
under the terms of the REconomy Act knowing that tha
raquirensnt wvoilld be fulfilled through contracting. It the
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DREPARTMENT OF THE ARMY COMMENTS (cont’d)

Revised

-

prospective servicing agency cannct independently write,
negotiate, executa and administer contracts in Fulfjliment of
Econamy Act raguests for support, then they should not accept
thesa requirementz and Dob activlities should not offer them,
Again, the report improperly inters that DoD ls asking DOE tao
provide contracting mervices. That ls not the purpose of the
Economy Act and should not ba tha casa hars.

"B. A LoD progran official or scontracting offices
cartifiew that the amounts killed by ths otker Fedsral agency
ara propar for paymant.”

Army peoaition. Nomconcur., Ag statad above, thls e not only
contrary te tha provielons of the Econamy Act, it ls
inappropriate for DoD officials, eapeclally Do contracting
nrrfglals, to be lnserted intes the rola of pollcing nmnother
Agency’s internal functions. If we cannot trust the
servicing agency, or if they do nok agres te act as
responsible stewards of the appropriated funds that we
transfer to thelr accountability and centrel under the
provisiana of the Fconomy Act, then DoD should not tranafer
reguliraments to that agency or should ineist on a certain
standard of perforsance whan thers 18 no choloe. Recommend
that thie recommendation be withdrawn or rediracted,

Co TRACKING OF INTERACENCY ACOUISITIONS

"Wa recommend that the Undar Bacratary of Defénse for
Acguisition establish a procedurs for idantifying and
tracking the amounts of interagency ordars snd ralatad
funding with tha Department of Energy and athar Federal
agesncies.™

Army poasitlon. Concur.

fi.  USE OF PROJECT ORDERE

" ¥e recommand that the Barvice Raquisition Executives issue
quidance to repind major commands and fisld antivitiea that
the Bconomy Act {31 U,B.0. 1S3ASff.) ia iha corract lsgal
suthority for placing interagency asquisitions and the
Proisct Order Act {41 U.8.C. 23} is not ¢ propar legal
suthority.”

Army position. Concur.
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DEPARTMENT OF THE ARMY COMMENTS (cont‘dq)

P. 18

Pp. 14~16,
25

P. 16

Revised

...2.,
Laborstory {Appendix E, Footnote Ho. 4}." {swphasis added)

Army <omment. There is no reguirement in OFPP Policy Laetter
84-1, nor in the FAR implementation {uee aspecially FAR
315.017-3{a)), for work to be "unigue ¢o the FFRDC¥, 1 any
avent, FAR 3%.017-3{b} clearly staves that the sponsoring
agency has the responsibility for screening requireoents to
enforcs the scops of the spongsoring agraement and PAR 35.017-
3{a}. The nonsponsor agency wust provide ths EZconomy Act
determination and &ll other documantation am Ccitad in FAR
17.504, unless Che nonsponsor agsncy is permitted to contract
directly with the FFRDE, which ?a TAXH,

5. pp-23-25, IAGs should be modeled aftar DFARS I08.70. IAGE
are merely agreemanta to agree, and thay should Clsarly atate
this, Tha individual ordsy transfarring funds is the real
Economy Act action.

6. p.25 - (48 a point of clarification) No one should he
going to DOE ror “purchasing and contracting sarvices® as
discussed in DoDI 4000.19%9. That 18 clearly an intra- or
inter-Service support function. In addition, if the DODI
countenances arrangements with other agencliaes (sutside of
poD), which ig unclear, then the Instruction sholild clearly
¢ite tha Economy Act and the regquirements for its uss
{FAR/DFARS 17.5). We agres that *interagency agraementg®
ahould ba mora detalled if thay ars to ks entered into at all
and uged as the sdeinlstrative foundation of future orders.
¥We would prefer that each interagency order be a full-up
procurement package with all acguisition approvals documented
and a full statament of reguirements, including such issuas
as contract adsinistration, payment, data rights, ste., if we
know in advance that DOE im going to contract to mest our
needs, In addition, if a Dob activity requasta IOE to
contract with ona of it® FFROCs that sctivity ahould provida
cartified documentation te support s CICA justification by
the OB contrecting officer, Maybe i2 DOE was fulfilling its
owr raquirerents under CICA awd the PAR better, there would
ba fawar of these arrangements in esxistence.

7. $-27 ~ BDaterminations prepared by contracting officers,
who approve intersgancy orders, should dooument that a market
survey of potential sources waz performed, and that costas to
DoD are minimized by maXing an acquisition threugh another
department or agency.*

Artty comment. An Economy Act transter is pet a procurament
transaction. It ia often accomplished in Yiem of one. There
is no regquirement in the law for a "market survey® or an
elaborate hypothetical cast~benafit analyeis.
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DEP NT O¥ THE ¥ COMMENTE (cont’d4)

- Final Reporl
8. p:28 - "Specifically, OPARS 217.5 may now ba intarpreted
to moan that the detexrminations may be delegated to somesna Fp. 1s, 2%

other than a contxacting officer.*

Army comment. Since the lav and the FAR rafer to a
datermination mada by & haad of agancy, it certainly seems
reasunable that that agancy head could dasignate someone
other than a contracting officer as the deterxmining official.
The DFARS and DAR before it ajways alliewed agancises to
designato someona other than a contracting officer to make
the Bconomy Act determinations, Any other direction would ha
an inappropriate limitation on the right of an agency haad to
wanage hig/her organization.

9., p«28 = "The detemrminaticns should alao atate whethar
savings will be realized by obtaining the purchasing snd Fp. 16, 25
sontracting suppaxt from ancther agency...®™{emphasia added}

Army comment. Tha purpose of the Economy Act ia not to
“obtain purchasing and contracting support®™ from another
agency, but to have another agency fulfill a valid funded and
appropriataed requirement of the requesting agency. Tha
decinion of how to fulfill that reguirement ig wholly the
responsihility of the recelving agency, a8 ie the decision ta
accept the requirement or not under the terms of the Bconomy
Act. Most certalnly it is inappropriate to go to DOE with a
requirement that we know is going to be subcontractad out by
DCOE‘a FFRDC, eepecially if we ragquest that of DOE. They in
turin should not accept Buch requesta which are a klatant
conflict of CICA regquiraments. Unlike the TVA, DOE iw
clearly swhject tn the FAR and CICA and OFPP policies as
isplemanted in the FAR on thae use of FFRDCa,

P. 17
19. p.30¢ - "“Where appropriate, [l contracting officers
ahould ratify the ipteragency orders in accordance with FAR Revised
Subpart 1.803«3" e

Arpy comment, It would nover be ApEropriste for a
contracting officer to ratify an interagency Economy Act
tranafer under FAE 1.602-3 since such transzactlons are not
contract actiona. In addition, contracting officers worw
tasked to prapare Economy Act determinations only as a sattar
of administrative efficiency, not becausa their varranta were
required. Econony Aat determpinations may be mada after the
fzct {("ratified*) by tha agency head oF anyone designated by
his or her.

11, pp.31~32 ~ Tha Dwec 26, 1991 ASA{RDA) message went far
baycond the TVA lpsuaes and raquicved the 2fficial who certifins
funde on any MIPR intended to transfer Funds {pursuant to the
Bconomy Act}) to an agency cutside of DOD te énsure that a
cantracting afficer had made the required Economy Act
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E

P, 28

Revised

P. 31

Revised

L2

t

-y

determination and that the action had bean reviewed by
Counsel. This direction has been implemented by Dafense
Finance and Accounting Service [DFAS) through a change to
AR37-1 in Fe&b 1992.

12. p.37 = "We found that all nine IAGs revieved did not
include: a reguirement that.,.only on receipt aof tha
progress reparta Would DOD funde be released; and a provisian
that would allow DoD to review coata ingurred on interagency
ordera,”

Army commant, The Economy Act cpecifically statea that bills
from receiving agencies are to be paid without guestion, The
report infars that tha relationship between DoD and DOE im
the same as for contracts with SBA under the B{a) program,
That is clearly not the casa with Ecohomy Act transfers.

13. p.43 - "The interagency agreements with DOE did not
reguire that vouchers be submitted through the DOD progranm
affica or tha contracting office for review and approval
prior to payment...DoD finance and accounting officials paid
the vouchars without reguiring supporting documentation or
approval by a Dol prograa or!gcial or contracting official.®

Army comment. OOQE has the responsibility to properly ewecute
and administer msll contracta they award, including those
fundad and generated under the Economy Act. DOE contractor
vouchers should e revieved by DQE program ard contrack
officiala and auditors before any bill i3 sent from DOE to
DoD. In no event ehould DoD "centracting afficiale™ be
involved in this proceos aihce thoay are in no way party to
tha contract arrangemant{s} betwean DOE and its centracters,
apd, ag the IG hap pointed out, sra likely unaware of the
mattar at all. bob contrackting officiale should have no role
in Economy Act transactions after making tha determination
ragquired by DFARS 17.502.

It is not vlear what voucher approval by DoOD program or
cohtracting officials would add to the precass, sinca thay
are not charged with adminiatering the contraet and have
littla &ctual knowledge of what the contractor is supposed Lo
ke doing rrom aay to day. Thimg would creats a rubbar stamp
process where DOE could inappropriataly shift blame for any
deficiencies to their cuatomers.
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DEPARTHENT QOF THE NAVY COMMENTS (cont’a)

Cepatrtmant af the MHavy Responsa

to
DODIGC Draft Report of Juna 30, 1952
.\ an
Einal Report DOD Acquisltion of Services threugh the Department of Enerqgy

Praject Ko. 1EH-0011]

Tha Wavy concurs with all tha reportts findings excapt the
comment oh page 20 that KAVFAC program officiala vaed interagoncy
P. 12 orfdera to clrcumvent manpowar cellings. WRe do not believa

* manpower cellings were a significant constraint in the
environmantal area. We conalder the motivatlon to have been the
perceived ease of using interagency agreements, partlcularly in
the absence of knowledge of reguired procedural and legal
requlremants.

Part II{A] Racommendations for Corrsctive Actisn

2. We recommerd the Service Acquisltion Executives and
tha Diractor, Defensze Logistica Agency:

a. Ratuire the contracting office at the subordinate
activitlies to:

Becommendation (1):

Raview actlve interagency agreements batwean the ackivities
that it supporta and other Federal agenvies for conmpllance with
the Economy Act and implementing ragulatisns, and raviee,
terminate, or issue nev interagency agreements whore appropriate.

If the non~DoD contractimg agency is hot capabla of
adequately administering existing contracts, tha contracting
affice should reguest that the coniracts be transferred to the
Department of Defense for administration,

RON. Fesition:

Conculr. Assumlng that tha Director of Dafense Procuremant
concurs with the recosmandation to "lesue guidance that apecifics
format and content reguirements of lntarageancy agreaments¥, the
Havy will direct such a review as part of our implemantation of
thn LOOP guidapca. Thie review will ba Jlmited to interagency
agreewents ralated to FAR 17.5, ahd will not include the numarous
agreemants which do not ralae Economy Act issues.

Concur with the Intent. The Navy concure that a
derarmination of the adeqguacy of non-DoD agency contract
administration should be made. Mowever, it way not be efficient
for the cuntractlng officer to perform this function. It would
appear preferable for OCMC, as the CAS coordlnator, to make an
aganey-by-agency determination of the adequacy of capability to

ENCLOSUREQ )

1
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DEPARTMENT OF THE NAVY COMMENTS (cont’d)

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

Regpmmendation {3):

Ratify or tarminate active interagency ordars with the
Department of Energy and othar Federal agencles that were not
properly autherized by DOD contracting cofficars.

RON_Posicion:

Concur. We will inltiate a Havy-widm reviaw of intecagency
scquiesition, top anszurs that MNavy activities have appropriate
procedures in place and are <onplying with law and regulation
govarning interagency acquisition. WwWherse proper autherization
hae not been obtalned, orders shall be reviewed by the cognizant
contracting officar to detarmine if termination ie sppropriate,
or 3f work on the order phould continoe.

Recommendafion, (3):

Approve interagency orders unl{ if. poD realized a savings in
off~loading the contracting responsibllity to anothor Fedaral
agsncy .

PO, position:

cocneur with the intent, We concur that the current
authorization te use intera?ency acquisition whenaver it is mora
aconomical or "convenlent® is undesirably vaguae., Howevar, cost
savings of the Kind which would be shown by a ¢ost comparison are
net always, or evan usually, the raason for interagancy
acuisition.

Federally Funded Research and Deévaelopment Cantars (FFRDCu),
for exampla, ara created ts fill neads which the private sector
is not moeting. Thay have unlgua cespakilities, and are not
allowed to compata with private industry. Tharsfore, a cost
comparigon would be extremely difficult to obtain, and largely
pointless, for most corders which are consistent with the FFRDC's
mission. The Navy musmt buy reactor cores, compondnks and
sexrvicea from Department of Energy laboratoriea, but FAR and
DFARS do nat eatablish DOE as a reguired source for thie purposs,
and so Econcmy Act praocedurss aré utilized,

An FFROC is sometimes usad bocause it has objectivity that
tha Government ocr private [irms might lack. For theae uses, tha
faot that tha FFRDC might ¢ost more would not be the most
important conglderation.

In addition, it might be more cost-affectiva for the
Governmant as a whola to use interagency acquisition, even if a

ENCLOSUREQL)

F
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particular crder was more expansive, Thig might ocour vhen the
aarvicing agency had tacilitles or personnel that were not fully
utllized. Thesa rezourcez coyld be lncurtring cests whether or
not an interagency order was placed.

Mont of thé abuses of interagency acqulesitien occur whan the
servicing agency contracts tor tha work, rather than parforming
it with in-house rascurces. It ia possgible that a requlrexant to
show cost savings which wvas limited to such contracting would ba
baneficial. Ancther way to approach this problem would be to
place llmitations on circumstances in which an intsragency order
could ke determined to he "conveniant”,

Becompendation b:

Dlscipline prograw oftficiale who knowingly asceeded thair
authority and violatad the Economy Act, the Brook’s Act af 196%,
the Compatition in Contracting Act, year-end apanding
rastrictions, and other laws and regulations by placing
unauthorized interagency ovdars with ancthar Federal hgency.

DON_Position:
concur.
Part II(D) Recommendatiens for Corrective Aetion:

We recommend that the 3arvices Acquisition Executives issue
guldance to repind major commands and field activitien that the
Economy Act {31 U.5.C. 15315} is the correct legal asuthority for
placing intaragency acquisltions and the Preject Order Act {41
U.5.C. 23} 15 not tha proper legal authority.

DOR Position:

Concur. Anticipate quldance to the field by 11 December
1992,

ENCLOSURE())
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CNFILE OF THE APRETANT JLONETANY

MEMORANDUM FOR THE ASSISTANT INSPECTOR GENEIRAL
FOR AURITING
OFFICE OF THE INSPECTOR GENZRAL
DEPARTMENTY OF DEFENSE

SUBJECT: DODIG Draft Audit Report on the Allagations of
tmpropristies Involving DOD Acquisition of 3ervices
Through the Dopartmeat of Bnergy, June 30, 1352 (Frojsct
Ko. 1CH~0933) - INTORMATION MEMORANDUM

You requested Alr Fores Acgquisition Exscutive (AFAR) comments
on tha findings and recomsendations within the responaibilty of
the Aly Forcs made in the subject report.

Ke consur with the findings and with recommendation Js. We
plan to wock with AFESC and AMC to zavise, terminats, or issue naw
intexagency Agrasments where appropriate snd to earify or
rerminate activa orders with DOX and other fedsral agenclies not
properly authorized by DOD contracting officers. ¥e will only
approve interagency oyders if thare is a savinga in offlownding tha
contracting responsibility to ancther fedsral agency.

Ke concur with the intent of racomtendation 3b, We will rely
on individual activity commanders to initiaste disciplinary ad¢tion
on those whn knowingly sxceedsd theiz authority and wiolated the
Econopy Act, the Brooka Act of 1965, the Competition in
Contracting Act, year-sad apending restrictions, and other laws
and regulations by piscing uwnauiBerized interageacy procuxement of
goods and ssrvices with anothoer Faderal agescy.

Smction D of the raport rscommends we issuve guidancs to
remind commands and Fiald setivities the Xconomy Aot is the
corract legal authority fox placing interagsncy procurementa. We
concur with this recommendation and will ilsaue policy to correct
this finding.

b) (6)
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(cont’4d)

TYPE OF REPORT) ALOIT DATR O POSITION: 1 48FP W32
FPURPOSE OF TNPUT1 INITIAL FOSITION

AUDIT TITLE AND NOx  Draft Audit Report on the Allesqations of Improprietiee
Invalving DoD Acguisition of Services Through the
Depertment of Energy (Project No. 1CH-8013)

FINDING A: Usa of latersgency Agrewements and Orders. Dol program officials
placed interagoncy orders with the taboratory st Gak Ridge without obtaining
prioy approval from 8 DOD contracting official, as required by the PAR and
DFARS. DoD program officials also wsed intsragency oxders to procurm
automated data processing {AUP) resources thus civcumventing the Broocks Act
of 1965, United States Code, title 40, section 759 (the RBrocks Act), and
parscnal services thus clrcumventing Civil Service hiring practices. %These
conditiona occurred becausa Do program officlals did not use the availabla
oxpertise of DG contracting offlcexrs. In &ddition, the Mlillitary
pepartments di{d not sdequatsly strengthen controls Over interagemcy
ggreanents and orders afusr the ilesusnce of ourx prior avdlt reporte on
intsragency a isitions through the Library of Cdngress and Dok,
Comsequently, ftor the sample of 196 Iinteragency orders valued at 3%7.1
million, wa estinere that Dob program officials paid approximately 511.£
million in additional coste by golng through tha laboxatory to havae ths work
performed. Appendi{x i provides a breakdown, by projact, of estimated
additional costs.

DLA COMMENTSt <CQoncur, Greater oversight is nocded to eonsure all
proviglons ©f reguistory guidances ars fulfilled, properly justified and
approvad hafors the Departwent of Defense secures support Irom a civil
Department te accomplish its mimsion,

THTBRNAL MANAGERENT CONYTROL WEARNESGES:H
{ } HNonconcur. (Raticnale most be documented and maintained with
your copy of tha rsaponao.l
{x} Concur;y however, waaknesé is not considered material. {Rationals
munt be documented and maintalned with your copy of the response.)
{ } Concur; weskneas ia matarial and will be reportid in thae DLA
Annual Statement of Assurance,

[©
MTION OPPICER
PSR REVIEW/APE

JO)

COCRDINATION:

PLA APPROV,

CHARLES R,
Major Genersl,
Peputy Diector
{Acquisition

Bacl
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T8 {conkt’d)

TYPE OF REFORT: AUDIT TATE OF POSITION; l € SEF 192
FURPOSE OF THPUT: TINITIAL FOSITION

ADDIT TITLE AND HO: Draft Awd{t Reporr on thae Allegaticne of Improprieties
Involving Dol Acquieirion of Secvices Through tha
Dopartmuent af fnergy {Project Ko. 1CH-0013}

RECOMMENDATION A.3.a.{l}: W& recommand that tha Service Acquisltion
Exacutivaa and tha Diractor, Defenss Logletics Agency, cvequira ths
contracting office at subvrdinate activitias to revisw sctive interagency
agresmantd betwemn tha activities that it zupports and nthar Federal
Agenclas for complisnce wich the Economy Act and implemanting requlations,
and revise, tarminate, or issus oow intaragency agreewents whera
approprlate. I the non-DoD) contracting agency is nov capabla ot
sdequately adminlstering existing contracts, the contracting office sheould
request that tha contracts be tranaferred to the Dmpartment of Dafenpe for
adminiatraticn,

DTA COMWENTS: DPartially concur, We ngree with the intent of the
recormandation, We disagies with tha essignment of ragponslbility Lo the
contracting cfflce. Flacing contracting ogﬂ.cu in the singular or primary
role of evaluaring Interagency Agreaments (IAw) amd reviwing or tarminating
them i& & naw responglbillty for which they lack authority and expertlda,
Contracting officem d¢ somotimes {and should continue to] review Ias for tha
purposa of ammsmsing thalr contractual aspects (compliance with the FAR,
atc.); but are, rightfully, not dalled upon to address such issues an
financing, program managament, tachalcal conslderations, resoucce
utilization and mlasion offectiveness, The basic document i¥ an Intragency
Agreement for support whother support in sarvices ls parformed by govarnmant
or rontractor personnal. This document is nat prepared 4 contracting
office. Interagency Agreomonts are eoversd under DobI 4060.1% Dafanna
Reglional Intaraarviea Sypport (DHIS) and the DLA Mrectorate responsible for
ita implemsntation is Plans and Folicy {DLA-L)}. Oaforcunsataly DoRI 4000.19
iz deficient and does not cover policy for dsaling with civil agencisa.

With respect to eveluating Contoact Adminletration Sexvices {(CaS}
capabiiitiae and deteomining whather civiliasn agescy or DoD should porforw
these dutles, DLA bellavan this 18 a policy and planning dacision to bs made
In conjoncetion with astabllahing an Interagency Agreement.

DISPOSTTION)Y
{ } Actiocn ia ongolng. Eetisated Complotion Date:
{x} Action ia congidered complete.

INTERRAY, MANAGEMENT COMTRCL WEAENESSES:
{ } Bonconcur. (Rationale must he docymantad and malntained with
your copy of tha responas, )
{x} Concuar; however, weakneas is not conaldared material. {Rationale
muet ba documentad and maintained with your copy of the responsa.)
{ } Concur; weaknoss iz matarial and will be reportad in the DLA
Annual Statement of Assuranca,

MONETARY BENEFITE: None
DLA COMMENTS: MN/A

Eucl 2
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TYPE OF REPORT: AUDIT DATE OF PosITION: 1 §5EF B2
PURPOSE OF INPUT: INITIAL POSITION

AUDIT TITLE AND MO: Draft Audit Report on the Allegations of Impropriotiss
Involving DoD Aequiaitlon of Sérvicea Through the
Dopartment of Energy {Fruject Ro, 1CH-~U033)

RECCMMENDATION A.3.a.(3)t Wa cmcommand that the Sarvice Acquisitlen
Exacutivas and the Dlrectar, Dafenma Logimticm Agoncy, requira btha
contracting office ar subordinate activitias t Approva [ntaragancy ordors
only 1f DoD roalired a pavlnge in offloading the contracting reepomsibillty
to anqgther Pedaral Agency.

DLA COMMENTS: dLoncur, However, in order to eatablish uniform protedurss
and controls, wa balfava DLA ({mplemencation should ba dafarrad unell tha
Department {via the Defense Acquisition Regulato (DAR) councll} processes
DAR case 92-D00B, Orders Under che Zconowy Ast, which would (1) require DoD
components to waa only tha pb form 448, Militazy Interdepartmental Furchiasa
Reguest {MIFR) to place ordars undar the Buoncwy Aoty (2) modify tha DD Porm
449 to add a signaturs block for the coghigant contracting officer; and

{2) amond the Defensa Pedoral Acquisition Regulmtory sugg}e:nant {DFARS} at
Subparagraph 217.50 to indicats that ché contracting officer is ta eign an
syaerlay statement on the 0D form 448, i.a., *This Interagency order is
issved under tha authorlty of the Economy Act of 1931, 31 ¥.5.C. 1835 and
adharas to Pedoral Acquisition Regulacions., It is in tha Government’s host
Intarast to placa the order for the abova-daecEibwd supplies/mervices.” DLA
ig prepared to implement the ravieed DFARS/NIPR coverags within 30 calendar
days from the effectiva date of its issoance. In the lpesrim, DLA will
continue to require lts subordinate activities to adhere to DLA-L Policy
Letter 921-1, Dea of Intaragancy Agraements with Fadoral Agencies, 7 Feb 91,
that reguiras all orders placad under interagency agreemants TO which DLA 1w
a party, to be roviewed by the Qffloa of Policy and Plans for Ecopowmy Act
campliance {attsched}, We reallze the policy latter has eaplred; we will
notlfy aupoedinate activitiee to continge to adhere to thle policy until
gquidance on DD Porm 448 is gut.

DISPOSITION:
{x) Action im ongolng. Ratimated Cozmpletion Date:r 30 daye from
issusance of DD regulatery coverage.
[ ) Action is considersd complete.

INTERNAL MAHAGPMENT CONTROL WEAENESSES: ,
{ } Neonconcur. {RationAle muat be docuseanted and maintalped with
your copy of cha res nu‘l
{x} Concur; wver, weakneas 18 not consldered material. {Batichala
must be docusented and maintalpned with your copy of the reaponse. )
{ ) Concoxrjp weakness ip matarial and will be reported in the DLA
Annual Statament of ABBUXAnco.

MONETARY DEMEFITS: MNone

DLA COMMERTS: H/A

ESTIMATED RERLIZATION DATB: N/A
AMOIRM? REALIZBD: N/A

Eocl &
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DEFENSBE LOGISTICE AGENCY COMMENTS (cont’d)

DEFENSE LOGISTICS AGENCY
MEARQUARTERS
LAMELRQN BTATION
ALERAMIIRIA, ¥IRSHNIA 22304 - 10K

SUBJECT: DLA-L Policy Lettan 20-1, Uze of Intaragency Agrewmsnia
with Fedaral Afentiss

TO: Commandesri 2f OLA Primary Léval Fisld Rotivities
Heads of HQ DLA Principal Staff Kiesants

1, him lsttar 14 diractive in Aakurs and sxpires with ingorpos
pation of Lhe poiicier and guidslines it & DLA reguisatisn an 1 Juna
19%2 whichaver is aaptli#r, ‘

2. The Director's policy letter of 26 Septsnmbar t19R0 (aneloaure 1)
eptabliabed guidelines fo» demling’ with &ivi) aganciea toe the
purposa of having work dons by A private CcOoACeRA under acntract te
that ageney. The Dol Inspsaton Ganapal (Dol IQ) im auditing DobP
inieragancy sfrewmanks with the Tannagsee Valley Authority for
compl iance with Fedaral and Dod regulations. Thay have already
tound a considarable number of ondets by other Dol componant# far
witrk placed with TVA contractors which ware neaivhe$ proparly
sutBoriasd nor met the peguipraments oI the Ecanomy Ast 4r the
Fadxrai Acguisiticn Regulstien., This is 3 reminder that all
agresnsnts with non-DoP agancies fov suppesi fupnished by & Frivaie
concern uader contraet wWith that afency must Be certified ithaxt uas
of the agreement, and any ordely piscad undex thal sgrysment, i# in
the bast interasl of Governmant and mUpt be Approvéd DY the
Axwi®tAnt Divkzzar, Polioy and Plans. For clarification, sach
action placad under any agresment, o¥ thyaugh ansther Dab
qomponEnt’s agresmant, constitutes & "contrastual arrangamant”, %
tha epes af tha DoD I3 for the supply of goods and/oy warvices and
must by procured in aasprdance with tha FAR, DaD regulations, and
the Eeonomy Act. A copy ol tha Undar Secretapy of Datansa far
Acquigition’e mmecrandum on this subjest i3 provided ar background
(anclosura ). The availabilsty of funds doanm not, in and o%
1tyelf, constituta suthorization to vrangfar or cenvay those funds
Lo & non-DeDl sgency (o7 abowve wald purposas.
)
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