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ARLINGTON, VIRGINIA 22202-2884 


November 16, 1994 

MEMORANDUM FOR AUDITOR GENERAL, DEPARTMENT OF THE ARMY 

SUBJECT: 	 Audit Report on the Procurement of the Target Holding Mechanism, Tank 
Gunnery, From Combined Arms Training Systems (Report No. 95-030) 

We are providing this report for your review and comment. This report is the 
second in a series of reports in response to congressional concerns regarding 
procurement of the target holding mechanism, tank gunnery. This report discusses 
procurement of the target holding mechanism, tank gunnery, by the Tank-automotive 
and Armaments Command, Warren, Michigan, from Combined Arms Training 
Systems, Atlanta, Georgia. Comments on a draft of this report were considered in 
preparing the final report. 

DoD Directive 7650.3 requires that all audit recommendations be resolved 
promptly. The Deputy Assistant Secretary of the Army (Procurement) and the 
Commander, Tank-automotive and Armaments Command, did not concur on a draft of 
this report. Also, we added Recommendation 2. for the Tank-automotive and 
Armaments Command and renumbered draft recommendations 2. and 3. accordingly. 
Therefore, we request that you provide additional comments on all of the 
recommendations by January 17, 1995. See the end of the finding for the details of the 
additional comments required. 

We appreciate the courtesies extended to the audit staff. If you have any 
questions on this audit, please contact Ms. Kimberley A. Caprio, Audit Program 
Director, at (703) 604-9248 (DSN 664-9248) or Ms. Victoria C. Hara, Audit Project 
Manager, at (703) 604-9228 (DSN 664-9228). Appendix F lists the report distribution. 
The audit team members are listed inside the back cover. 

David K. Steensma 

Deputy Assistant Inspector General 


for Auditing 
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EXECUTIVE SUMMARY 


Introduction. This report is the second in a series of reports responding to 
congressional concerns on the procurement for the target holding mechanism, tank 
gunnery. The target holding mechanism, tank gunnery, procurement and the personnel 
associated with the procurement were formerly assigned to the Army Armament, 
Munitions, and Chemical Command. The procurement discussed in this report and the 
personnel associated with the procurement are now assigned to the Army 
Tank-automotive and Armaments Command (the Command). 

Objectives. The overall audit objectives were to determine: 

o the adequacy of the contract award process for the target holding mechanism, 
tank gunnery, 

o the Army responsiveness to requests for equitable price adjustments from 
target holding mechanism contractors, 

o the impact on training and readiness of target holding mechanism, tank 
gunnery, shortages, and 

o the adherence to DoD regulations by acquisition officials. 

An additional audit objective was to evaluate internal controls over the procurement of 
target holding mechanisms, tank gunnery. This report discusses the contract award 
process, the Army responsiveness to the request for equitable price adjustment, and the 
Army adherence to DoD regulations. A summary report will discuss the overall 
objectives. 

Audit Results. The Command awarded a firm-fixed-price contract to build 107 target 
holding mechanisms, tank gunnery, plus spares, to Combined Arms Training Systems, 
a contractor with financial difficulties, no prior experience, and limited technical 
ability. The Command terminated the contract for default for a failure to perform. In 
addition, the Command certified a flawed technical data package. As a result, the 
Command issued 720 notices of revision that impacted this contract. 

Also, the Command was not responsive to the contractor's request for equitable price 
adjustment. As a result, the contractor considered its request denied and submitted a 
claim to the Armed Services Board of Contract Appeals. See the finding in Part II for 
details. 

Internal Controls. The review of the procurement for target holding mechanisms, 
tank gunnery, was limited to a contract awarded to Combined Arms Training Systems. 
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For this contract, internal controls over the contract award process, configuration 
control, and responsiveness to requests for equitable price adjustments were not 
adequate at the Command; however, no reportable material internal control weaknesses 
were identified during the audit. A subsequent report will include our assessment of 
the implementation of the DoD Internal Management Control Program at the Command 
for the acquisition of target holding mechanisms, tank gunnery. See Part I for a 
summary of internal controls assessed. 

Potential Benefits of Audit. Strengthening management controls over the contract 
award process will improve contracts and contract actions for contractors experiencing 
financial or technical performance difficulties. However, we could not quantify the 
potential monetary benefits from the audit. See Appendix D for a summary of all 
potential benefits resulting from the audit. 

Summary of Recommendations. We recommend that the Commander, Tank
automotive and Armaments Command, establish and implement procedures to provide 
management oversight of contracts and contract actions involving contractors 
experiencing financial or technical performance difficulties. We recommend that the 
Commander establish and implement procedures to require that revisions to the 
technical data package do not exceed 5 percent of the number of drawings at the time 
the solicitation is issued. We recommend that the Commander establish and implement 
the use of contract control logs to document revisions to the technical data package. 
We also recommend that the Commander establish and implement procedures to 
provide management oversight for responsiveness to contractor claims. 

Management Comments. The Deputy Assistant Secretary of the Army (Procurement) 
and the Commander, Tank-automotive and Armaments Command, nonconcurred with 
the finding and the recommendations. The Army stated that the review was limited to 
one contract, and the results of the review should be specific to that contract. The 
Army stated that adequate procedures existed and were used for oversight of contracts 
and contract actions that experienced technical difficulties, tracking technical data 
revisions, and management oversight of responsiveness to contractor claims. A 
discussion of the responsiveness of management comments is in Part II and the 
complete text of management comments is in Part IV of the report. 

Audit Response. We believe the report conclusions and recommendations remain 
valid. Although this report discusses one contractor, the overall audit will cover 
seven target holding mechanism, tank gunnery, contracts and three solicitations for the 
years 1985 through 1994. The Command response did not discuss what procedures 
were in place and why, because of the technical data package, there were delays for 
months at a time during the contract. To further clarify actions needed to ensure 
accuracy of technical data packages, we added a recommendation to the Command for 
controls to improve the quality of technical data packages and renumbered the 
recommendations accordingly. We request additional comments from the Army by 
January 17, 1995. 
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Introduction 

Background 

This is the second in a series of reports responding to congressional concerns 
regarding procurements of the target holding mechanism, tank gunnery 
(THM/TG). This report discusses one procurement from Combined Arms 
Training Systems (CATS), Atlanta, Georgia. The organizations involved with 
the THM/TG at Army Armament, Munitions, and Chemical Command, Rock 
Island, Illinois, became the Armament and Chemical Acquisition and Logistics 
Activity assigned to Tank-automotive and Armaments Command (TACOM), 
formerly the Tank-Automotive Command, Warren, Michigan. 

This report discusses the contract award process, configuratioq. management of 
the THM/TG, and TACOM responsiveness to the CATS request for an 
equitable price adjustment. 

Contractor History. Johnson/Blane, Incorporated, purchased the assets of 
Blane Corporation on October 29, 1990, effective September 1, 1990. On 
January 7, 1992, Johnson/Blane, Incorporated, changed the company name to 
CATS. 

Purpose of THM/TGs. The THM/TG is an electro-mechanical-hydraulic 
device that raises and lowers an attached target. THM/TGs are available in 
two versions: portable, radio controlled, with a receiver and not portable, not 
radio controlled, without a receiver. The THM/TG is used to train active-duty, 
Reserve, and National Guard tank gunners. 

Congressional Interest in THM/TG Procurements. We received letters from 
two Senators and two Congressmen expressing concerns about the THM/TG 
procurements. The concerns included: 

o unusual numbers of errors in the technical data packages, 

o excessive delays or failures in correcting errors in the technical data 
packages, 

o unusual delays in processing contractors' requests for equitable price 
adjustments, and 

o potential shortages in the supply of THM/TGs that may affect 
readiness. 

The congressional concerns identified a potential pattern of problems in the 
contract award and administration process, configuration management, and 
readiness of the THM/TG. 
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Objectives 


The overall audit objectives were to determine: 

o the adequacy of the contract award process for the THM/TG, 

o the Army responsiveness to requests for equitable price adjustments 
from THM/TG contractors, 

o the impact on training and readiness of THM/TG shortages, and 

o the adherence to DoD regulations by acquisition officials. 

An additional audit objective was to evaluate the adequacy of internal controls 
over the procurement of target holding mechanisms and management's 
implementation of the DoD Internal Management Control Program as it applies 
to the audit objectives. This report discusses the contract award process, the 
adequacy of the technical data package, the Army responsiveness to requests for 
equitable price adjustments, and the Army adherence to DoD regulations as they 
apply to CATS. A summary report will discuss the overall objectives. 

Scope and Methodology 

Audit Locations. We reviewed the procurement process for the THM/TG at 
TACOM and CATS. Appendix E lists the organizations visited or contacted 
during the audit. 

Data Reviewed and Use of Computer-Processed Data. This report discusses 
one contract, DAAA09-89-C-0850, awarded to CATS for the procurement of 
THM/TGs, valued at $748,343. For a chronology of the CATS procurement 
action, see Appendix A. We reviewed the solicitation, the preaward 
documents, the technical data package, the pertinent laws and regulations, and 
other related documentation dated from 1989 to 1994. We developed a 
computer-processed data base to perform the audit. The data base was verified 

' against source documentation and Army Armament Research, Development, 
and Engineering Center documentation. 

Universe Development. To review configuration management, we identified 
720 notices of revision that impacted the CATS contract. Of the 720 notices of 
revision that impacted the CATS contract, the Command approved 712 notices 
of revision for the CATS contract. In addition, the Command sent CATS 
eight notices of revision that were not approved by configuration management 
for the CATS contract. We identified a universe of a total of 423 notices of 
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revision* received by CATS. We statistically selected 214 notices of revisions 
received by CATS for review. See Appendix B for details of the statistical 
sampling plan. 

Use of Technical Staff. Personnel from the Quantitative Methods Division 
and the Technical Assessment Division, Office of the Inspector General, DoD, 
provided support for this audit. The Quantitative Methods Division assisted in 
the development of the sample of notices of revision reviewed and the statistical 
projections of the sample data. Engineers from the Technical Assessment 
Division evaluated the accuracy and completeness of the technical data package 
applicable to the contract. 

Audit Period and Standards. We performed this economy and efficiency 
audit from June 1993 through April 1994 in accordance with auditing standards 
issued by the Comptroller General of the United States as implemented by the 
Inspector General, DoD. Accordingly, we included tests of internal controls 
that were considered necessary. 

Internal Controls 

Internal Controls Reviewed. We evaluated internal controls applicable to 
laws, regulations, and procedures for the acquisition of and configuration 
management of the THM/TG. In addition, we evaluated internal controls 
applicable to TACOM responsiveness to a request for equitable adjustment from 
CATS. Specifically, we reviewed TACOM compliance with the Federal 
Acquisition Regulation; with the Defense Federal Acquisition Regulation 
Supplement; with MIL-STD-973, "Configuration Management;" and with 
pertinent Army regulations. Our review was limited to the guidance as it was 
implemented with regard to the contract that TACOM awarded to CATS. 

Adequacy of Internal Controls. The audit identified no material internal 
control weaknesses as defined by DoD Directive 5010.38, "Internal 
Management Control Program," April 14, 1987. A subsequent report will 
include our assessment of the implementation of the DoD Internal Management 
Control Program at TACOM for the acquisition of THM/TG. 

*For the purpose of this count, multiple sheets, parts lists, and quality assurance 
provisions for one drawing within an engineering change proposal constitute 
only one notice of revision. 
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Prior Audits and Other Reviews 

General Accounting Office Report GAO/NSIAD-92-23 (OSD Case No. 8891), 
"Improvement Needed in Technical Data Management," February 25, 1992, 
states that data quality problems inhibit contractors from competing for 
Government work or from completing the work after a contract is awarded. 
The General Accounting Office report made no recommendations that discussed 
issues in this report. 

Inspector General, DoD, Report No. 94-170, "Quick-Reaction Report on the 
Audit of the Target Holding Mechanism, Tank Gunnery, Procurement" July 27, 
1994, states that sole-source and competitive solicitations for the THM/TGs 
lacked reliable technical data packages. In addition, TACOM improperly issued 
the sole-source solicitation. As a result, both solicitations may result in 
production delays, delinquent deliveries, and requests for equitable price 
adjustments. Also, the sole-source solicitation unnecessarily restricted 
competition. T ACOM did not evaluate the use of commercial target holding 
mechanisms, which might have eliminated the need for the development of a 
prototype. As a result, a $587 ,382 cost-plus-fixed-fee contract was awarded, 
which reduces the chances for procurement of commercial target holding 
mechanisms. We recommended that TACOM cancel the sole-source and 
competitive procurements and withhold any new requests for proposals until all 
of the issues pertaining to the technical data packages are resolved. We also 
recommended that T ACOM determine whether requirements can be met with 
commercial target holding mechanisms before allowing further prototype 
development or production. The Army nonconcurred with the report findings 
and recommendations, stating that the technical data packages are suitable for 
competition, the requirements are urgent, and the sole-source procurement is 
justified. We believe the report conclusions and recommendations remain valid. 
This report is now in the mediation process. 

Inspector General, DoD, Report No. 93-093, "Procurement Procedures Used 
By The Single Manager For Conventional Ammunition," April 28, 1993, states 
that contracts were awarded to financially distressed companies with high 
probability of bankruptcy despite the availability of adverse information on the 
contractors' financial conditions existing before contract awards. We 
recommended that T ACOM provide written guidance requiring contracting 
officers to effectively use available internal and external information before 
making a determination of responsibility regarding a prospective contractor. 
TACOM agreed to provide formal guidance. 



Part II - Finding and Recommendations 




Procurement of the Target Holding 
Mechanisms, Tank Gunnery 
TACOM inappropriately awarded a contract to build 107 THM/TGs to 
CATS, a contractor known to have financial difficulty, no prior 
experience, limited accounting controls, and limited technical skills. 
TACOM also provided CATS with a flawed technical data package. In 
addition, TACOM was not responsive to the CATS request for an 
equitable price adjustment. These conditions occurred because TACOM: 

o disregarded adverse contractor information during the contract 
award process, 

o certified a flawed technical data package and did not control 
subsequent configuration revisions, and 

o did not provide CATS with a decision on the request for a 
equitable price adjustment by the self-imposed decision date. 

As a result, T ACOM revised the flawed technical data package for the 
contract with 712 notices of revision. CATS completed no production 
THM/TGs, and TACOM terminated the contract for default. The 
TACOM nonresponsiveness resulted in CATS submitting a claim to the 
Armed Services Board of Contract Appeals. 

Contract Award Considerations 

TACOM disregarded adverse information about contractor financial condition, 
accounting controls, and experience during the contract award process. In 
addition, TACOM knew or should have known that a reasonably detailed 
specification for the THM/TG, a portion of the technical data package, did not 
exist. TACOM inappropriately awarded a firm-fixed-price contract to CATS to 
build 107 THM/TGs. As a result, TACOM terminated for default the CATS 
contract for failure to perform after almost 3 years. 

Determination of Contractor Responsibility. Under Federal Acquisition 
Regulation 16.202, "Firm-Fixed-Price Contracts," and Federal Acquisition 
Regulation 9 .105-1, "Obtaining Information, " a contracting officer should not 
award a firm-fixed-price contract unless an affirmative determination of 
responsibility of the contractor is made. 

The contracting officer must possess or obtain sufficient information to be 
satisfied that a potential contractor is responsible. To establish contractor 
responsibility, the contracting officer must determine that a prospective 
contractor: 

8 




Procurement For Target Holding Mechanisms, Tank Gunnery 

9 


o has adequate financial resources to perform the contract or the ability 
to obtain them and 

o has the necessary experience, accounting controls, and technical skills 
or the ability to obtain them. 

An adverse financial condition could affect performance on Government 
contracts. Information that indicates solvency problems or raises a question 
about the continued existence of the contractor must be considered before the 
contracting-officer makes a determination of responsibility. 

Assessment of Contractor Financial Capability. On July 19, 1989, 
TACOM requested a preaward survey of CATS. The preaward survey, dated 
August 24, 1989, provided a ratio of current assets to current liabilities; a ratio 
of cash, accounts receivable, and short term investments to current liabilities; 
and a ratio of total liabilities to net worth to TACOM to use as part of the 
determination of responsibility. 

o A ratio of current assets to current liabilities is a test to 
determine the ability of a company to liquidate its current obligations and to 
finance operations in the immediate future. A ratio considered acceptable by 
most industries is 2-to-l . The preaward survey stated that CATS ratio of 
current assets to current liabilities was 0. 4-to-l. 

o A ratio of cash, accounts receivable, and short-term 
investments to current liabilities is a test to determine the ability of a company 
to liquidate current liabilities without interrupting the normal business cycle. A 
typical satisfactory ratio is l-to-1. The preaward survey indicated that the 
CATS ratio was 0.21-to-l. 

o A ratio of total liabilities to net worth provides an idea of the 
company's ability to withstand losses without impairing the interests of 
creditors. The higher this ratio is, the more overextended a company is, and the 
greater likelihood of insolvency. The preaward survey indicated a ratio of 
12.7-to-1 for CATS. This ratio showed CATS in a negative net worth position, 
which is an indication of potential insolvency. 

Assessment of Contractor Experience, Accounting Controls, and 
Technical Skills. The lack of contractor experience, accounting controls, and 
technical skills could adversely affect contractor performance on Government 
contracts and should be considered before making a determination of 
responsibility. 

o CATS had never produced a THM/TG nor any item similar to 
the THM/TG. 

o CATS proposed an accounting system that was tentatively 
approved by the Defense Contract Audit Agency during the preaward survey. 
Later, the Defense Contract Audit Agency determined the accounting system to 
be inadequate for the accumulation and reporting of contract costs. 
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o CATS was planning on assembling, priming, and painting of 
the THM/TG only. CATS did not plan to do any manufacturing in-house. 

o CATS had no engineer in its employ. 

THM/TG Contract Type. Federal Acquisition Regulation 16.202-2, 
"Application," states that a firm-fixed-price contract is suitable for acquiring 
supplies or services on the basis of reasonably detailed specifications. 
Specifications are a part of a technical data package. 

The September 22, 1989, business clearance memorandum stated that 
contract DAAA09-89-C-0850 would be awarded as a firm-fixed-price contract 
because adequate specifications were available. Between November 30, 1988, 
the as-of date of the technical data package, and September 29, 1989, the date 
that the contract was awarded, 73 notices of revision were made to the technical 
data package. In August 1989, another THM/TG manufacturer submitted 
22 notices of revision, 16 of which were later approved and submitted to CATS 
for incorporation in its technical data package. The many notices of revision, 
coupled with the deficiencies found with the technical data package, made the 
technical data package unsuitable for a firm-fixed-price procurement. 

Reliability of the Certified Technical Data Package 

TACOM provided a flawed technical data package for a competitive firm-fixed
price contract to build THM/TGs and spares. TACOM did not control 
configuration revisions and their related documentation. As a result, TACOM 
did not provide the contractor with a reliable technical data package. 

Purpose of Technical Data Packages. A technical data package defines and 
documents an engineering design of a product to allow for duplication of the 
product. An inaccurate or incomplete technical data package results in 
additional Government contract administration costs and Government 
engineering costs to process revisions needed to correct the technical data 
package. An inaccurate or incomplete technical data package can also result in 
contract terminations and in additional costs to reprocure the product. For the 
contractor, an inaccurate or incomplete technical data package can result in an 
improperly prepared proposal, an increased contractor learning curve, an 
inferior product, delayed deliveries, and requests for equitable price 
adjustments. 

Management of Technical Data Packages. MIL-STD-973, "Configuration 
Management, " applies to DoD organizations and contractors who are tasked 
with configuration management. Configuration management should ensure an 
adequate and reliable technical data package by controlling revisions to 
products and their related documentation and recording and reporting 
information needed to manage the product effectively, including the status of 
proposed revisions and implementation status of approved revisions. 
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Army technical data package review guidelines require that, before 
procurement, all known design deficiencies are eliminated from the technical 
data package and that the technical data package is reviewed and certified that it 
is adequate for procurement purposes. The technical review is to assure, among 
other things, that design problems are identified and corrected. 

Inspector General, DoD, Assessment of Technical Data Package. Inspector 
General, DoD, engineers and auditors evaluated the THM/TG technical data 
package provided by TACOM to CATS. 

Engineer Review. Inspector General, DoD, engineers reviewed the 
THM/TG technical data package and identified a number of revisions that 
would have affected the ability of CATS to meet the contract schedule. The 
engineers concluded that the revisions in the following table resulted in serious 
deficiencies in the technical data package, which would result in production 
delays to the contractor. However, the deficiencies would not have prevented 
CATS from performance of the contract. 

The engineers reviewed 214 of the 423 notices of revisions that CATS received. 
The table summarizes and categorizes the 214 notices of revisions we reviewed. 
The notices of revision were categorized as having major impact, minor impact, 
or no impact. Notices of revision determined to have major impact could 
result in a schedule delay greater than 2 weeks. Notices of revision determined 
to have minor impact could result in a schedule delay of up to 2 weeks. Notices 
of revision determined to have no impact would not individually affect 
contractor cost or schedule. Although the notices of revision had no individual 
impact, the aggregate of the notices of revision would impair the ability of 
CATS to meet the delivery schedule. 

Categories of Notices of Revision to the Technical Data Package 

Type of Number Imnact of Revision 
Revisions of Revisions Major Minor None 

Administrative 83 2 11 70 
Dimension, tolerance, 

and specification 36 4 6 26 
Drawings 6 2 2 2 
Material 18 2 2 14 
Parts 32 5 4 23 
Testing 4 3 1 0 
Value engineering 

change proposal 24 0 24 0 
Other -11 _l _l ~ 

Total 214 19 52 143 

The opinion of the engineer was based solely on the content of the drawing 
package and did not consider the affect of the notices of revision in the context 
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of the contractor's schedule. Therefore, the impact could be greater than or less 
than the impact indicated, depending on the type of notice of revision and the 
manufacturing schedule of the contractor. 

Based on our sample, we projected that 40 notices of revision were made that 
had a major impact on the contract. These 40 notices of revision could result in 
an almost 2-year schedule delay, because each notice of revision can result in a 
schedule delay of more than 2 weeks. Additionally, we projected that CATS 
also had to contend with 108 notices of revision with minor impact. Each of the 
108 notices of revision could result in a schedule delay of up to 2 weeks. We 
projected another 275 notices of revision individually had no impact. 

The 423 notices of revision received by CATS caused an adverse impact on the 
contractor. For example, the 275 notices of revision that individually had no 
impact could cause the contractor to lose confidence in the reliability of the 
technical data package. As a result, performance on this contract was more 
difficult than necessary. 

Component Review. We also reviewed the 457 notices of revision 
approved by TACOM to 6 components of the THM/TG. The six components 
were the hit sensor, receiver, battery box, hydraulic unit assembly, circuit card, 
and electronic control unit. Of the nonmandatory notices of revision to the 
6 components, 20 should have been mandatory notices of revision because the 
notices of revision were necessary for the THM/TG to operate efficiently and 
safely. The TACOM Configuration Control Board Directives state that the 
contractor could incorporate these notices of revision only if the revisions were 
incorporated at no cost to the Government. 

Hit Sensor. We identified a total of 7 5 notices of revision to the 
hit sensor. CATS received 65 of the 75 notices of revision. TACOM identified 
the 10 notices of revision not received by CATS as nonmandatory. One of 
these engineering change proposals, D119000, identified by TACOM as 
nonmandatory, was to develop a more reliable hit sensor. This engineering 
change proposal was issued as a result of numerous complaints received from 
the field users concerning reliability and repairability of the hit sensor. The 
users complained that hit sensors shorted out because of water, which resulted 
in inconsistent hit detection. The new design required that the hit sensors pass a 
moisture test to ensure that the hit sensor would function in a moist 
environment, which the old hit sensor did not. 

Receiver. We identified 51 notices of revision that were made to 
the receiver. CATS received 19 notices of revision. Of the 32 notices of 
revision not received by CATS, 4 notices of revisions were approved prior to 
TACOM terminating the receiver portion of the contract. TACOM approved 
28 notices of revisions for this contract after the receiver portion of the contract 
was terminated. On August 15, 1991, 685 days after contract award, TACOM 
acknowledged in a memorandum that the receiver was not suited for its intended 
use. 
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Battery Box. We identified 47 notices of revision that were 
made to the battery box. CATS received 32 notices of revision. Of the 
15 notices of revision not received, 2 notices of revision were identified by 
TACOM as mandatory. The original technical data package called for a steel 
battery box, which was sealed and watertight. Users reported numerous 
incidents of battery box explosions over the years. When hydrogen gases from 
the battery accumulated in the steel battery box, the box would explode, 
creating a safety hazard. In addition, when the box was moved, the battery 
terminals could touch the steel lid, causing a spark that could cause an 
explosion. As an interim solution to this problem, users in the field were 
directed to remove the battery box lid. 

Subsequently, an engineering change proposal added a vent collar to the battery 
box to vent explosive gases. With the addition of the vent collar, the battery 
box was no longer water tight. As a result of this action, T ACOM deleted the 
waterproof requirement for the box. 

T ACOM replaced the requirement for a steel battery box with a plastic battery 
box because it would be vented so gas build up would not occur and sparks 
from the battery terminals touching the steel lid would not result in explosions. 

Hydraulic Unit Assembly. We identified 80 notices of revision 
that were made to the hydraulic unit assembly. CATS received 34 notices of 
revision. Of the 46 notices of revision not received, none were identified by 
TACOM as mandatory. One of the engineering change proposals was initiated 
to correct the parts listed on the hydraulic unit assembly. The washers called 
for on the drawing were too small to fit over the motors power stud, and the 
fuse was incorrectly listed. This engineering change proposal corrected the 
technical data package. 

Electronic Control Unit. We identified 204 notices of revision 
that were made to the electronic control unit. CATS received 117 notices of 
revision. Of the 87 notices of revision not received, none were identified by 
TACOM as mandatory. An engineering change proposal was initiated to allow 
for a larger cable size to provide for adequate wiring lengths. TACOM stated 
the revisions were necessary because only one wire could be soldered per 
terminal, and as of August 6, 1991, multiple wires per terminal were specified 
in the technical data package. 

Circuit Card. We identified 34 notices of revision that were 
made to the circuit card. The circuit card is a component of the electronic 
control unit. CATS received 17 notices of revision. Of the 17 notices of 
revisions not received, none were identified by TACOM as mandatory. One of 
the engineering change proposals was initiated to correct the silkscreen artwork 
for the circuit card. The proposal for the circuit card changed the soldering 
requirement to ensure the proper manufacture of the circuit card. 
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TACOM Configuration Control of the THM/TG 

TACOM procurement and TACOM configuration management did not maintain 
adequate tracking procedures for revisions to technical data packages. 
Procurement and configuration management lacked control over the technical 
data package provided to CATS. TACOM could not demonstrate that it knew 
what was provided to and formally or informally accepted by CATS on this 
build-to-print contract. 

Configuration Control of the Technical Data Package. TACOM did not 
properly control configuration of the THM/TG. The technical data package 
contained 339 product drawings. 

We reviewed supporting documentation at TACOM; Army Armament, 
Research, and Development Center; and CATS. Based on supporting 
documentation, we determined the following: 

o The Configuration Control Board approved 712 notices of revision to 
the CATS technical data package. 

o The 712 notices of revision consisted of 150 mandatory notices of 
revision and 562 nonmandatory notices of revision. 

o Of the 712 approved notices of revision, the Configuration Control 
Board approved 43 notices of revision during the solicitation period and 
approved 669 notices of revision after contract award. 

o CATS received 415 approved notices of revision and 8 notices of 
revision that were not approved for CATS by the Configuration Control Board. 

o CATS did not receive 297 notices of revision approved by the 
Configuration Control Board. 

o Of the 297 notices of revision not received by CATS, 3 were 
mandatory notices of revision to the THM/TG. 

The following figure shows that the number of notices of revision approved for 
incorporation into the CATS technical data package exceeded the total number 
of product drawings in the technical data package. 
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The Government cost of $868,663 to process the 712 notices of revision 
approved for incorporation into the CATS technical data package was 
$120,320 more than the original contract price. The portion of the Government 
cost to process the 423 notices of revision that CATS received was $689, 730. 

Adequacy of Contract Management. T ACOM procurement was unable to 
provide a complete and accurate list of revisions to the technical data package 
applicable to the contract. On August 16,1993, Inspector General, DoD, 
personnel met with T ACOM procurement and requested a list of THM/TG 
engineering revisions sent to CATS. When TACOM was not able to provide 
the list, we reviewed the contract files and developed the list independently 
using source documentation, including the amendments to the solicitation, 
modifications to the contract, and the actual letters sent to CATS requesting 
review and potential incorporation of revisions to the technical data package. 

Maintaining Adequate Control Logs. The contracting officer did not 
maintain adequate control logs from 1989 to 1993 that documented notices of 
revision to the technical data package applicable to this contract. The control 
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logs did not identify by revision to the technical data package: 

o what the purpose of the revision was, 

o whether the revision was mandatory or nonmandatory, 

o whether and when TACOM submitted the revision to CATS, 

o whether and when CATS accepted or rejected the revision, 

o whether TACOM incorporated the revision into the contract, and 

o the estimated cost to incorporate the revision into the contract, if any. 

TACOM should establish and implement control logs that document notices of 
revision to the technical data package applicable to an individual contract. At a 
minimum, the control logs should identify the six elements listed above. 

Identifying Engineering Change Proposals. TACOM could not 
identify the notices of revision applicable to the CATS procurement. We met 
with TACOM configuration management personnel on August 18, 1993, and 
requested a list of THM/TG engineering revisions from 1985 through 
August 13, 1993, applicable to the CATS procurement. TACOM configuration 
management personnel had to physically search the configuration management 
files from 1985 through 1993 to develop the requested list. This list was 
provided in June 10, 1994, 10 months after it was requested. The TACOM list 
and the Inspector General, DoD, list were reconciled August 10, 1994. 

Management Oversight of Contractor Performance 

Technical Performance. In 1989, when CATS submitted its offer to the 
Government to produce THM/TGs, CATS did not plan to include any 
manufacturing. Between the September 29, 1989, contract award and the 
July 15, 1992, contract termination, CATS: 

o lacked an engineering manager for 41 percent of the life of the 
contract, 

o lacked a production manager for 69 percent of the life of the contract, 

o lacked a purchasing manager for 51 percent of the life of the contract, 
and 

o lacked an electronic technician for 53 percent of the life of the 
contract. 
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From October 11, 1991, through July 15, 1992, the last 9 months of contract 
performance, CATS did not employ a production manager, nor did anyone 
perform the production manager function. In .addition, from January 24, 1992, 
through July 15, 1992, the last 6 months of contract performance, CATS did 
not employ a production engineer. The quality assurance manager functioned in 
both a quality assurance and an engineering capacity. 

On January 30 and 31, 1991, TACOM representatives conducted a plant visit at 
CATS to determine progress being made under the contract. As a result of the 
plant visit, TACOM unanimously concluded that CATS did not have the 
technical expertise to produce the receiver even if the technical issues were 
resolved. At that time, CATS still had to evaluate more than 200 notices of 
rev1s10n. CATS had made no progress toward the manufacture of the first 
article units 16 months after contract award. 

Financial Performance. From 1989 through 1991, CATS continued to be in 
financial difficulty. During this time, CATS received two progress payments, 
totaling $125,087. 

During the January 1991 visit by TACOM representatives, CATS stated that, 
because of financial difficulties, the company was considering abandoning the 
contract to minimize expected losses. CATS had net losses from operations and 
had an accumulated deficit that raised doubt about its ability to continue 
operations. 

Based on TACOM documentation, TACOM knew or should have known since 
August 1989 that CATS lacked the financial ability to complete the contract, 
that CATS lacked the technical ability to complete the contract with the 
receiver, and that CATS had not made any significant progress on the basic 
THM/TG without the receiver. Despite this, TACOM did not try to negotiate 
an equitable contract termination. TACOM informed CATS that, if the 
company abandoned the contract, TACOM would terminate the contract and 
hold the company responsible for reprocurement costs. According to a 
TACOM official, TACOM still felt a possibility existed that CATS would 
produce the basic THM/TG without the receiver. 

On March 7, 1991, 35 days after the January 1991 visit, the Government signed 
a novation agreement to recognize Johnson/Blane (now CATS) as the 
contractor. This novation agreement was signed despite the knowledge that 
CATS was in financial difficulty and despite the knowledge that CATS had not 
manufactured any THM/TGs for first-article testing. 

Twenty-five months after the January 1991 visit, when CATS had still not 
manufactured any THM/TGs for first-article testing, the Government terminated 
CATS for default. In total, TACOM took 3 and one-half years to determine 
that the contractor was not performing in a responsible manner. 

We could not document TACOM management involvement above the 
contracting-officer level after contract award but before CATS initiated a claim. 
According to a TACOM official, issues related to contractor financial and 
technical difficulties are resolved at the contracting-officer level. 
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TACOM Responsiveness to Contractor Claim 

TACOM was not responsive to CATS request for equitable price adjustment. 
TACOM did not follow established procedures in processing the CATS claim. 
As a result, CATS considered its request denied and submitted a claim to the 
Armed Services Board of Contract Appeals. 

Contractor Disputes. The Contract Disputes Act of 1978, United States Code, 
title 41, sections 601 through 613, as amended by the Administrative Disputes 
Resolution Act, establishes procedures and requirements for asserting and 
resolving claims subject to the Contract Disputes Act of 1978. 

Federal Acquisition Regulation 33.211, "Contracting Officer's Decision," 
requires the contracting officer to decide on the contractor's claim within 
60 days. If a decision is not possible, then the contracting officer should, 
within the 60 days, state when a decision will be issued. 

Contractor Claim. On January 28, 1992, CATS submitted a certified claim to 
TACOM for damages of $406,203 based on a defective technical data package 
and $25 ,438 based on the termination of the receiver portion of the THM/TG. 
TACOM received the certified claim on February 3, 1992. 

TACOM Responsiveness to Contractor Claim. TACOM stated that it would 
issue a decision on the CATS claim by May 3, 1992 (90 days). 

o On March 26, 1992, 38 days before a decision was due, TACOM 
returned the claim to CATS to correct the certification, with the understanding 
that the 90-day response period would not start over. 

o The contractor returned the corrected claim on April 6, 1992, 11 days 
later. 

o On June 2, 1992, 30 days after a decision was due, TACOM extended 
the date for the contracting-officer's decision to July 30, 1992. 

o On June 15, 1992, 43 days after the original TACOM decision date, 
CATS informed TACOM that CATS demanded a final decision within 10 days 
of receipt of its letter or CATS would consider the claim denied and would 
appeal to the Armed Services Board of Contract Appeals. 

To issue a decision, TACOM needed to request an audit and technical 
evaluation of the claim. TACOM did not request the audit and technical 
evaluation until July 2, 1992, 60 days after the original planned decision date 
and 150 days after receipt of the certified claim. TACOM could not explain the 
delay in requesting the audit and technical evaluation of the claim. 

TACOM requested the audit report and technical evaluation to be completed 
within 60 days, or 120 days after the original decision date. On July 10, 1992, 
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158 days after its original claim to TACOM, CATS submitted a claim to the 
Armed Services Board of Contract Appeals, stating that the contracting officer 
failed to issue a decision. 

Management Oversight of Contractor Claim. We could not document 
management oversight of responsiveness to contractor claims. We did not 
locate any mechanism that tracked whether and when the contractor was notified 
that the claim was received; whether and when the audit, technical evaluation, 
and legal review were requested; and whether and when a decision was made 
and the contractor was notified of the decision. 

Resolution of Contractor Claim. Since January 28, 1992, the contractor 
revised its claim from $436,641 to $1.3 million. The claimed amount exceeded 
the contract value by $560,346. The Defense Contract Audit Agency audit 
report, March 2, 1994, questioned $588,177 of the claimed amount of 
$1.3 million, or 45 percent of the claim. The Defense Contract Audit Agency 
also concluded that the cost or pricing data submitted by CATS were inadequate 
for direct labor, indirect factory expenses, and general and administrative 
expenses. In addition, the claim was not prepared in accordance with 
regulations. The Defense Contract Audit Agency considered the impact of the 
inadequacies and noncompliances on the cost or pricing data submitted by 
CATS to be insignificant. 

Conclusion 

CATS did not meet the definition of responsible as required in the Federal 
Acquisition Regulation, and a contract should not have been awarded to CATS. 
Information available to TACOM before award showed that CATS lacked the 
financial resources and technical expertise to build a THM/TG. The contracting 
officer is ultimately responsible for the determination of responsibility when 
awarding a contract. We believe that the contracting officer did not exercise 
prudent business judgment when determining that CATS was responsible. 

In addition, TACOM improperly awarded a firm-fixed-price contract type. The 
technical data package used in this procurement was seriously flawed and thus 
was not ·suitable for a firm-fixed-price contract. This contract type placed the 
maximum risk, and full responsibility for all costs and resulting profit or loss on 
CATS. TACOM should have awarded a cost-type contract to a different 
contractor or fixed the technical data package before contract award. 

The faulty technical data package contributed to CATS delays. However, it did 
not prevent CATS from performing. CATS made no significant progress in 
nearly 3 years of contract performance. 

The Government's policy is to try to resolve all contractual issues by mutual 
agreement at the contracting-officer level. TACOM, however, neglected to 
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obtain documents necessary to formulate a response to the CATS claim within a 
reasonable time. As a result of TACOM lack of responsiveness, CATS elevated 
its claim to the Armed Services Board of Contract Appeals. 

Recommendations, Management Comments, and 
Audit Response 

Management Comments on the Finding. TACOM commented on the finding 
discussion of the adequacy of the technical data package, the contract award 
process, and configuration management. See Appendix C for a summary of 
management comments on the finding and the audit response. For the complete 
text of management comments, see Part IV. 

Added and Renumbered Recommendations. We added Recommendation 2. 
to TACOM to establish and implement procedures to reduce the number of 
outstanding notices of revision to a technical data package. We believe that 
reducing the number of outstanding notices of revision will help TACOM 
identify and correct design deficiencies in the technical data package before 
certifying the technical data package adequate for procurement. Because of the 
added recommendation, we renumbered draft Recommendations 2. and 3. 
accordingly. 

We recommend that the Commander, Tank-automotive and Armaments 
Command, Army Materiel Command: 

1. Establish and implement procedures to provide management oversight 
of contracts and contract actions with contractors that are experiencing 
financial or technical performance difficulties. 

Management Comments. TACOM nonconcurred with the recommendation 
and stated that the finding faults TACOM and the contracting officer for 
awarding one contract to an alleged nonresponsible contractor and suggests a 
systemic problem. Procedures were in place and were utilized to provide the 
required oversight. 

Audit Response. The TACOM reply was not responsive because it does not 
discuss procedures to provide management oversight of contracts and contract 
actions that are experiencing financial or technical difficulties. We believe the 
report conclusions and recommendations remain valid. This report is the second 
in a series of reports in response to congressional concerns regarding the 
procurement of the THM/TG. Although this report discusses one contract with 
one contractor, the overall audit project covers six other Anny THM/TG 
contracts and three solicitations from 1985 through 1994. We believe that the 
problems identified in the report are representative of TACOM procurements 
that use technical data packages. We request that TACOM reconsider its reply 
and provide additional comments in response to the final report. 
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2. Establish and implement procedures to require that outstanding notices 
of revision to the technical data package do not exceed 5 percent of the 
number of drawings before the technical data package is reviewed and 
certified adequate for procurement purposes and before the solicitation is 
issued. 

3. Direct the Major Weapons and Chemical Division, Tank-automotive 
and Armaments Command, to establish and implement control logs 
documenting revisions to the technical data package applicable to an 
individual contract. At a minimum, the control log should identify: 

a. The purpose of the revision to the technical data package. 

b. Whether the revision is mandatory or nonmandatory. 

c. Whether and when the revision was submitted to the contractor. 

d. Whether and when the revision was accepted or rejected by 
the contractor. 

e. Whether the revision has been incorporated into the contract. 

f. The estimated cost to incorporate the revision into the contract, 
if any. 

Management Comments. TACOM nonconcurred and stated that adequate 
tracking procedures for technical data revisions were already in place. The 
procurement area of TACOM maintains a log tracking receipt from 
configuration management, distribution to the contract specialist, and the 
applicable contract and solicitation numbers. The individual contract files serve 
to track the details of the engineering change proposal processing including 
transmittal to the contractor, incorporation into the contract or solicitation, and 
consideration. 

Audit Response. TACOM tracking procedures for technical data revisions 
were not adequate. The recommendation is directed specifically to the contract 
specialist. 

The individual THM/TG contract files did not adequately track technical data 
revisions. At the start of the audit, the contract specialist was asked to provide 
the auditors with a list of technical data revisions sent to the contractor and a list 
of which revisions were incorporated into the contract. According to TACOM, 
to provide such a list would require going through the contract files page by 
page. We did review the contract files page by page and determined that the 
contract files were disorderly and incomplete and hindered the completion of 
this audit. TACOM never provided the requested lists. We developed our own 
list of revisions to complete the audit. We have been attempting to resolve 
exactly which technical data revisions were sent to the contractor. We received 
the final response on which technical data revisions were approved for the 
contractor in August 1994, 13 months after the data were requested. Clearly, 
the record of delays to answer basic questions about a contract, shows that the 
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individual THM/TG contract files do not adequately track technical data 
revisions. We request that TACOM reconsider its reply and provide additional 
comments on the recommendation in response to the final report. 

4. Establish and implement procedures to provide management oversight 
of responsiveness to contractor claims. The procedures should require 
milestones to be set for notifying the contractor that the claim was received; 
for requesting audit, technical evaluations, and legal review; and for 
establishing a decision date. 

Management Comments. TACOM nonconcurred with the recommendation 
and stated that no systemic problem warrants this recommendation for another 
layer of review with the associated additional administrative expense. 

Audit Response. The TACOM reply does not discuss procedures that provide 
management oversight of responsiveness to contractor claims. The TACOM 
lack of timely response to contractor claims has resulted in more than one 
THM/TG contractor requesting resolution by the Armed Services Board of 
Contract Appeals. We request that TACOM reconsider its reply and provide 
additional comments on the recommendation in response to the final report. 
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Appendix A. Chronology of Combined Arms 

Training Systems Contract 

Date Event 

May 31, 1989 

June 30, 1989 Original bid closing date. 

Aug. 7, 1989 The solicitation was amended six times from June 9, 
1989, to August 7, 1989, to incorporate notices of 
revision, clarify part numbers, extend the bid closing 
date, and cancel items. 

Aug. 10, 1989 Extended bid closing date. 

Sept. 29, 1989 TACOM awarded the contract to Blane Corporation, 
hereafter referred to as CATS, for $748,343 with a 
100-percent option. 

July 9, 1990 First article due from CATS on this date. First-article 
testing and approval ensures that the contractor can 
furnish a product that conforms to all contract 
requirements for acceptance. Number of days since 
contract award: 283. 

Sept. 28, 1990 T ACOM extended the delivery of first article to 
January 30, 1991. Number of days since contract 
award: 364. 

March 7, 1991 TACOM signed a novation agreement recognizing 
Johnson/Blane, Incorporated, as the contractor. Number 
of days since contract award: 524. 

Aug. 14, 1991 TACOM issued a partial termination for the convenience 
of the Government to stop all work on the receiver. The 
contract had a requirement for 107 THM/TGs with 
receiver and 12 spare part receivers. Number of days 
since contract award: 684. 

Aug. 26, 1991 First article was extended again to November 15, 1991. 
Number of days since contract award: 696. 

Jan. 28, 1992 CATS submitted a certified claim to TACOM for 
damages of $406,203 based on a defective technical data 
package and $25,438 based on the termination of the 
receiver. Number of days since contract award: 851. 

TACOM issued a competitive solicitation to manufacture 
107 THM/TGs and spares. 
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Date Event 

Feb. 3, 1992 TACOM received the certified claim. Number of days 
since contract award: 857. 

Feb. 26, 1992 First-article testing and approval was extended to May 30, 
1992. Number of days since contract award: 880. 

March 26, 1992 Thirty-eight days before a decision was due, TACOM 
returned the claim to contractor to correct the 
certification, with the understanding that the 90-day 
response period would not start over. Number of days . 
since contract award: 909. 

April 6, 1992 The contractor returned the claim. Number of days since 
contract award: 920. 

June 2, 1992 TACOM extended the date for the contracting-officer's 
decision to July 30, 1992, 30 days after a decision was 
due. Number of days since contract award: 977. 

June 15, 1992 43 days after the original TACOM decision date, CATS 
informed TACOM that CATS demanded a final decision 
within 10 days of receipt of its letter, or CATS would 
consider the claim denied and appeal to the Armed 
Services Board of Contract Appeals. Number of days 
since contract award: 990. 

July 2, 1992 TACOM requested an audit and technical evaluation of 
the claim, 60 days after the original planned decision date 
and 150 days after receipt of the certified claim. The 
audit report and technical evaluation were requested to be 
completed within 60 days or 120 days after the original 
decision date. Number of days since contract 
award: 1,007. 

July 10, 1992 CATS submitted a claim to the Armed Services Board of 
Contract Appeals, stating that the contracting officer 
failed to issue a decision. Number of days since contract 
award: 1,015. 

July 15, 1992 TACOM terminated the contract for default. CATS never 
delivered a THM/TG for first-article testing and approval. 
Number of days since contract award: 1,020. 

Feb. 23, 1993 TACOM issued a modification to the contract formalizing 
the termination for default notice. Number of days since 
contract award: 1,243. 
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Date 	 Event 

March 2, 1994 	 The Defense Contract Audit Agency audit report 
questioned $588, 177 of the claimed amount of 
$1.3 million, or 45 percent of the claim. Number of 
days since contract award: 1,615. 
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Appendix B. Statistical Sampling Plan 

and Results 


Sampling Plan 


Purpose of the Sampling Plan. The purpose of the statistical sampling plan 
for this audit was to estimate separately the number of notices of revision 
received by CATS that had major impacts and minor impacts on the CATS 
schedule. The audit definitions of "major impact" and "minor impacts" are 
given in the Technical Data Package Reliability section of this report. 

Description of the Audit Universe. The audit universe was defined as all 
notices of revision received by CATS from TACOM from 1989 to 1992. The 
original universe from which the statistical sample was drawn included 
395 notices of revision. Subsequently, 28 additional notices of revision were 
identified. Therefore, the actual universe contained 423 notices of revision. 
The unit audited was a specific drawing revision. 

Sampling Methodology Used. We used stratification of census and random 
cluster sampling methodology to project the results of our sample. Initially, we 
selected a simple random sample of 104 engineering changes. Each selected 
engineering change represents a cluster of one or more notices of revision. The 
104 engineering changes encompassed 186 notices of revision in all. To present 
correctly the sampling results in terms of notices of revisions, weights 
accounting for the differing numbers of notices of revision in the sampled 
engineering changes must be used in the statistical analysis. The cluster 
sampling methodology accomplishes the required weightings. The 28 notices of 
revision identified after the statistical sample was drawn all were reviewed. The 
census results from these 28 notices of revision were combined with the 
corresponding results from the cluster sample using stratification methodology. 
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Sampling Results 

Of the 186 sampled notices of revision, 4 could not be evaluated. To ensure 
conservative statistical projections, these four instances of missing data all were 
treated as if they had "no impact." 

Statistical projections of the sample data are as follows. 

95-Percent Confidence Intervals 
Lower 
Bound 

Point 
Estimate 

Upper 
Bound 

Notices of revision with 23 40 58 
major impacts 

Notices of revision with 49 108 167 
minor impacts 

We are 95 percent confident that from 23 to 58 of the 423 notices of revision 
had major impacts on CATS schedule. The unbiased point estimate, 40 notices 
of revision, is the most likely single value for the number of such revisions with 
major impacts. 

Also, we are 95 percent confident that from 49 to 167 of the 423 notices of 
revision had minor impacts on the schedule. The unbiased point estimate, 
108 notices of revision, is the most likely single value for the number of such 
revisions with minor impacts. 

28 




Appendix C. 	 Management Comments on the 
Finding and Audit Response 

This appendix provides detailed responses to Army comments on the finding. 
The full text of the Army comments is in Part IV. 

Adequacy of the Technical Data Package. TACOM stated that the technical 
data package, including 92 revisions that were certified and used in the 
solicitation for 107 THM/TGs, was adequate for competitive procurement on a 
firm-fixed-price basis. 

Audit Response. The technical data package was not suitable for a 
firm-fixed-price procurement. A firm-fixed-price procurement is intended to 
acquire products based on a reasonably definite detailed specification. 

The technical data package required 45 revisions to the solicitation, not 
92 revisions as specified by TACOM. In total, TACOM made 712 revisions to 
the technical data package. CATS received 423 of the 712 revisions. Clearly, 
the technical data package was not based on a reasonably definite detailed 
specification and, therefore, was not suitable for use on a firm-fixed-price 
procurement. 

Further, TACOM paid a prior contractor with an active contract to correct the 
technical data package as problems were found. This contractor submitted 
17 revisions to TACOM during the CATS solicitation period and 67 during the 
CATS contract. 

Mandatory and Nonmandatory Revisions. Most of the revisions provided 
after award were nonmandatory and were actually made to enhance 
productivity. None of the revisions were to correct errors or deficiencies in the 
technical data package. None of the revisions were required to produce the 
THM/TG. 

Audit Response. The following are examples of three nonmandatory revisions 
sent to CATS that were to correct errors or deficiencies in the technical data 
package and that were required to produce the THM/TG. 

o Nonmandatory engineering change proposal DOI3074 was to revise 
the sleeving sizes on the switch assembly. The given sleeving size would not fit 
over the hex nut on the switch assembly. This revision allowed for alternate 
size sleeves to accommodate variations in hex nut sizes on vendor supplied 
switches. 

o Nonmandatory engineering change proposal D913152 was to correct 
the parts for the hydraulic unit assembly. The washers called for on the 
drawing were too small to fit over the power stud on the motor. This 
engineering change proposal corrected the washer size. 
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o Nonmandatory engineering change proposal D914454 was to correct 
the silkscreen artwork for the circuit card. The silkscreen artwork was 
180 degrees out of polarity for what was needed for the components. Without 
this revision, the circuit card would be improperly manufactured. 

Impact of Administrative Revisions on Production. TACOM made 
28 revisions that were administrative in nature to correct drawing errors or 
omissions. These revisions did not affect form, fit, or function. These 
revisions had no impact on production or purchased parts. 

Audit Response. The Inspector General, DoD, engineers reviewed 
83 administrative drawing revisions applicable to the CATS contract. The 
engineers determined that 13 of the 83 drawing revisions could impact the 
production schedule. The engineers determined that 2 of the 13 drawing 
revisions could result in a schedule delay greater than 2 weeks each. The 
engineers determined that 11 of the 13 drawing revisions could result in a 
schedule delay of up to 2 weeks each. The engineers determined that the other 
70 administrative drawing revisions would not impact the production schedule. 

Applicability of Revisions to the Terminated Receiver Component. 
Four revisions were made to the receiver after contract award. TACOM deleted 
the receiver from the contract by a partial termination for convenience. 
Therefore, the four revisions were not applicable to the contract. 

Audit Response. TACOM approved 17 revisions to the receiver between 
award of the contract and termination of the receiver line item. Of these 
17 revisions, 5 were mandatory. All of the revisions required the contractor to 
perform some level of analysis. The level of analysis could range from simply 
considering the revision for implementation to a full engineering analysis. The 
contractor had to expend time considering all these revisions. TACOM valued 
the Government cost to process these 17 revisions at $37, 800. 

Drawing Error or Deficiency Revisions and Incorporation Into the 
Contract. Only 21 revisions provided to the contractor after award and after 
the preparation of his bid were processed to correct drawing errors or 
deficiencies that were not administrative in nature. The revisions were 
mandatory and would have been incorporated into the contract by modification 
with appropriate equitable adjustment if CATS had not stopped responding to 
proposed revisions. 

Audit Response. One of the 21 revisions identified by TACOM was not 
provided to the contractor. We identified at least 55 notices of revision that 
TACOM provided to CATS after contract award to correct drawing errors or 
deficiencies. TACOM did not identify the additional 35 notices of revision. 
The 35 additional notices of revision exclude the examples previously discussed 
as part of the component review. We determined that the additional 35 notices 
of revision we identified were not administrative in nature. The following are 
examples of nonadministrative changes: 

o One revision was to add an adjustment procedure to the high 
frequency card drawing. Without this procedure, the high frequency card 
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cannot be aligned and the receiver cannot be built. The lack of this revision to a 
previous contract cost the Government $20,000. The Configuration Control 
Board determined that this revision was mandatory for the technical data 
package. TACOM procurement provided this revision to the contractor as a 
nonmandatory revision. TACOM incorporated this revision into the contract 
with no equitable adjustment. 

o One revision was to correct the visual hit indicator lamp wiring on the 
electronic control unit. The visual hit indicator cable shield wire was 
incorrectly connected to a hit signal instead of to the chassis ground. Without 
this revision, the visual hit indicator lamp could not function with the electronic 
control unit. The Configuration Control Board determined that this revision 
was mandatory for the technical data package. This mandatory revision was not 
incorporated into the contract by a modification. TACOM did not approve an 
equitable adjustment for CATS. 

o One revision was to correct the pulse requirement for a logic card 
used in the circuit card assembly. The circuit card assembly is part of the 
electronic control unit. The revision corrected the pulse requirement from 
25 milliseconds to 40 milliseconds plus or minus 5 milliseconds. The original 
25-millisecond pulse requirement was impossible to achieve because of the 
physical limitations of the circuit card components. The Configuration Control 
Board determined that this revision was mandatory for the technical data 
package. TACOM incorporated this revision into the contract with no equitable 
adjustment. 

Based on supporting documentation for the 21 revisions cited by TACOM as 
mandatory and as provided to CATS after award to correct drawing errors or 
deficiencies, we determined the following: 

o Eight of the cited revisions were approved by the Configuration 
Control Board as mandatory. The remaining 13 cited revisions were approved 
by the Configuration Control Board as nonmandatory. 

o All of the eight revisions approved by the Configuration Control 
Board as mandatory were provided to CATS as mandatory revisions. One of 
the eight revisions approved as mandatory was incorporated into the contract by 
modification at no cost to the Government. The seven revisions approved as 
mandatory were not incorporated into the contract by modification. TACOM 
did not approve an equitable adjustment for CATS. 

o Of the 13 revisions stated by TACOM to be mandatory but approved 
by the Configuration Control Board as nonmandatory, 3 revisions were 
provided to CATS by the TACOM procurement office as mandatory. One of 
the three revisions provided to CATS was incorporated into the contract by 
modification at no cost to the Government. TACOM provided two of the 
three revisions to CATS as mandatory but these revisions were not incorporated 
into the contract by modification. TACOM did not approve an equitable 
adjustment for CATS. 
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o Of the 10 revisions stated by TACOM to be mandatory but approved 
by the Configuration Control Board as nonmandatory, 9 revisions were 
provided to CATS by TACOM procurement as nonmandatory. Two of the 
nine revisions provided to CATS were incorporated into the contract by 
modification at no cost to the Government. The other seven revisions provided 
to CATS by TACOM procurement as nonmandatory were not incorporated into 
the contract and TACOM did not approve an equitable adjustment for CATS. 
The one revision stated by TACOM to be mandatory but approved by the 
Configuration Control Board as nonmandatory was never provided to CATS and 
was never incorporated into the contract. 

Inspector General, DoD, Consideration of the Resurvey. The report 
overlooks the second positive preaward survey, which TACOM believes led to 
inaccurate facts and a faulty conclusion. 

Audit Response. The Inspector General, DoD, was aware of the resurvey. 
The resurvey was considered in reaching the conclusions in this report. 

Initial Preaward Survey. The initial preaward survey on CATS was negative 
but was superseded by a second positive survey that recommended award based 
on additional financial data, consisting of a $700,000 bank line of credit. Also, 
other data regarding CATS quality and technical adequacy supported full award. 
Prudent judgment was exercised based on the second favorable preaward survey 
and other contracting-officer analysis. 

Audit Response. A second complete preaward survey was not requested nor 
was one performed. The resurvey was limited to quality assurance and 
recommended award based solely on quality assurance. The resurvey does not 
supersede the first preaward survey. The resurvey did not address the $700,000 
bank line of credit nor the CATS financial condition. 

The first preaward survey demonstrated that CATS was in an adverse financial 
condition and included the $700,000 bank line of credit. The resurvey provided 
no reason to believe that the CATS financial condition had changed between 
August 24, 1989, and September 22, 1989. 

TACOM Actions on the CATS Claim. The complexity of the claim, the poor 
quality of the supporting data, the contractor's statement that the amount was 
not firm, and the need for pricing support from the Defense Contract Audit 
Agency for possible negotiations caused the contracting officer to extend the 
decision date on the CATS claim. 

Audit Response. On February 26, 1992, TACOM informed CATS that 
TACOM estimated 90 days, May 3, 1992, for a decision on the claim. On 
March 26, 1992, 29 days later, TACOM returned the CATS claim for 
confirmation that the signing official was an authorized official of CATS; 
however, no clarification or additional supporting data was requested. On 
April 6, 1992, 11 days later, CATS returned the claim to TACOM. On June 2, 
1992, 30 days after the TACOM decision on the claim was due, TACOM 
extended the date for rendering a decision to July 30, 1992. 
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TACOM waited 150 days after rece1vmg the claim, until July 2, 1992, to 
request a Defense Contract Audit Agency audit and technical evaluation of the 
claim. This request was made 60 days after the original decision date and only 
28 days before the revised decision date on the claim. T ACOM requested the 
Defense Contract Audit Agency to complete the audit and technical evaluation 
of the claim by August 31, 1992, 120 days after the original decision date and 
32 days after the revised decision date. Clearly, TACOM did not plan to make 
a decision by July 30, 1992, and the need for pricing support from the Defense 
Contract Audit Agency was not the cause of delaying the decision on the claim. 

The complexity of the claim, the quality of the supporting data, and the need for 
pricing support from the Defense Contract Audit Agency should be considered 
when T ACOM establishes the decision date on a claim. 



Appendix D. 	Summary of Potential Benefits 
Resulting From Audit 

Recommendation 
Reference Description of Benefit Type of Benefit 

1. 	 Internal Controls. Provides 
management oversight of contracts 
and contract actions for contractors 
experiencing financial or technical 
performance difficulties. 

N onmonetary. 

2. 	 Internal Controls. Provides controls 
for revising technical data packages 
before the technical data package is 
reviewed and certified that it is 
adequate for procurement purposes 
and a solicitation is issued. 

Undeterminable. It is 
not possible to 
quantify the monetary 
benefits from a system 
to validate that 
technical data 
packages are accurate 
when used in 
contracts. 

3. 	 Internal Controls. Provides controls 
for documenting revisions to the 
technical data package applicable to 
the individual contract. 

N onmonetary. 

4. 	 Internal Controls. Provides 
management oversight of 
responsiveness to contractor claims. 

Nonmonetary. 
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Office of Secretary of Defense 

Under Secretary of Defense for Acquisition and Technology, Washington, DC 

Department of the Army 

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

Washington, DC 
Army Materiel Command, Alexandria, VA 

Tank-automotive and Armaments Command, Warren, MI. 
Army Armament, Research, Development, and Engineering Center, Picatinny 

Arsenal, NJ 

Other Defense Organizations 

Defense Contract Audit Agency, Alexandria, VA 
Atlanta Branch Office, Atlanta, GA 

Defense Logistics Agency, Alexandria, VA 
Defense Contract Management Area Operations, Atlanta, GA 

Non-Defense Federal Organizations 

Small Business Administration, Washington, DC 
Atlanta Regional Office, Atlanta, GA 

Non-Government Organization 

Combined Arms Training Systems, Atlanta, GA 
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Office of the Secretary of Defense 

Under Secretary of Defense for Acquisition and Technology 
Deputy Under Secretary of Defense (Acquisition Reform) 

Under Secretary of Defense (Comptroller) 
Director, Defense Procurement 

Department of the Army 

Secretary of the Army 
Assistant Secretary of the Army (Research, Development, and Acquisition) 
Commander, Army Materiel Command 

Commander, Tank-automotive and Armaments Command 
Commander, Army Armament, Research, Development, and Engineering Center 

Auditor General, Department of the Army 

Department of the Navy 

Auditor General, Department of the Navy 

Department of the Air Force 

Auditor General, Department of the Air Force 

Other Defense Organizations 

Director, Defense Contract Audit Agency 
Director, Defense Logistics Agency 
Inspector General, Central Imagery Office 
Inspector General, Defense Intelligence Agency 
Inspector General, National Security Agency 
Director, Defense Logistics Studies Information Exchange 
Commander, Defense Contract Management Area Operations, Atlanta 
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Non-Defense Federal Organizations and Individuals 

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

General Accounting Office 
Chairman and Ranking Minority Member of Each of the Following Congressional 

Committees and Subcommittees: 
Senate Committee on Appropriations 

Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Governmental Affairs 
House Committee on Appropriations 
House Subcommittee of Defense, Committee and Appropriations 
House Committee on Armed Services 
House Committee on Government Operations 
House Subcommittee Legislation and National Security, Committee on Government 

Operations 

Senator Robert Graham, U.S. Senate 
Senator Connie Mack, U.S. Senate 
Congressman Newt Gingrich, House of Representatives 
Congressman J. Dennis Hastert, House of Representatives 



Part IV - Management Comments 
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or9e 1. Dauaaan 

(Procureaent) 

MEMORANDUM POR INSPECTOR GINERAL, DEPARTMEllT or DUlllSI 
(AUDITING) 

SUBJECT: 	 Procurnent for the Tar9et Holdi119 llechanisa, 
Tanlt Gunnery, fro• Collbined Arlia Traini119 
Services (CATS) (Project Xo. JC0-5026.01) 

We have reviewed and a9ree vith th• enclosed o.s. 
Any Tank-A11t0110tive Conund (TACOll) nonconcurrance vith 
th• findift9 and rec01111endations in subject draft report. 

our nonconcurrence is supported by the findi119s of 
a TACOll •aed Teaa•. The teaa•a findift9• are balled on an 
on-sit• review of all docu..ntation relati119 to the 
draft report. 

Th• point 	of contact for this ~n·· Ceneva
H•lloron, 	 (70l) ,,,.,.,.. ~ 

atant Secretary of the Any 

lncloaure 

er: 
SAAG-PRF-1 
AMCIR-A 
DAIG 

-............ 
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DEPARTMENT 01' THE ARMY_,_ITA,.._T__ 

»ISTA-CO (3'•2.b) 25 Kay 1994 

X!MORAlft)t.'X fOR Coaander, u.s. Ar:ay Kateri•l ecmaams, 
1'1'TJI: A>'.C!R-I, 5001 !!se:lhc•e:- Ave."IUe, 
Alexandria, Vl 22lll•OOO! 

il:S.."ICT: l)ep&.~n'I: o: eetL"l.H !napec~or ~==-~! c:co::;j :?"1!-: 
Alldi<: itepc:--:, 1:'~:-aent f~= ':.~• :ar;et !c!!!.::; X•c.~ar.!.s~. :1.:-~·: 
lU!U'A..'"'l"· 7:-a Cabined Ar:u T::ai.~!~q 5er1!ces. (P:-,!•c-: lfo. 
lC!>-502t.~1! (AMC So. Dtll5j 

.. !•a~q-.:ar:ars, u.s. L-:r/ •~•='i•l Coma!!d l=•:-a.,.n~ er~c 
125•3, 17 Dec n, ..tabli•hed the Ar.laaent a:-.4 Chuic:al 
1c:qu1•1tion and Lo91•t1c• Activity (l~) (P=ovisional)
et1'ect1Ye 1 !'eb:uary 1'94. 'l'bi• order fllrthv &Migned tbe ACAU 
to RHdquarter•, o.s. Any TanJt-Autnotiva Comancl bf direction 
Of .... ll•&li911Mftt and Closure (IRAC) Lav Of 1Hl•. 

J, 'l'he U.I• .ll'Jly 'l'ank•Autollotive Couand po.ition to aubject
4raft report b enc:lo•ed for your oondderation. We .U..CJl'e• 
tut there are prol»l... vith th• procur...nt proceu wt &CJl'M 
vlth the recemMndationa Me&uae procedure• are alrud7 in place
for contraet ovaraipt. 

l. hint of contact la .... IUHft Saith, BQ, lllCCOll, AllllK:-U, 
DP '713-2701. 

10ll Tiii COlllWR>lll: 

Incl 
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DODIQ DRAPT AUDIT REPoJtT POR ~ or 'l'HI TARG!T 
llOLDIJIG R!CKAMlSM, Tlo>ll otllOfDY hOIC CCICBDrlD AMS 

TJtAINlJIG llllVJ:Cll Pro,..:t lo. JCD-5026.01, AMC •o. Dt315 

FDIODIG A. PrOCNraent ror T•rv•t Boldin; 111chanlaa, Tanle 
C\lnn11ry 

AMcc:oM inappropriately awarded a contract to bU114 107 TIDf/'rC•
a::d provided a tlaYld technical da~a paclca-;1 t:> a cont:-sctor 
;c..,c\o"?I ·to h1•11 financial dHficu:.t-1. no prior expuienc:1, lbi-:a<:! 
1c:::>~ntir.9 ::nt~l• &:\d !i:lited ~.,ie&l a<cilla. »ICCCM 
~•rt!fied a !laved t1ch..,ical da~ packl91 and did net provide '!..':• 
:or.tractor ..,it:i a :aaaonaDly 41ta!:.1d spec!!!catic:n. A.~~~ 4!! 
::ot .,roper:.:,• ecnt:o: contiq-.i:ation o! th• ':'!X/':'G. AXCCCI! 1'&a 
i:so not :asper.•!~• to C.\TS :1t;11eat ~er ~~it&ill• adjllS~t. AJ 
a :11~:.t, :!I• t1c~!'li~! dats packa91 lj)rov.~ad to t!11 :cr.t:ac";::: 
:::l'l~.:.!'11~ •.:: d:a..,:_::9 -:han9u. and t:.':e in1pprcp:-i1'!1:.y a·•a::Sec 
:ont:ac:t ~•• ter:i!..~•ted tor default. In addition, ~TS •~itt•: 
a clai::i to t.'l• A.."Ud sarvices loud ot Contact Appu~. 

ADDITIONAL FACTS. The technical data pac:kac;e, includinq uchant••· that vas certified and utilized in the solicitation for 
107 THM/TGa vas ad~t• for competitive procur..ent on a f1&'11• 
fixed-price basis. 

with reqarda to th• '40 dravin9 ~·• •ubaittacl to the 
contractor, th• tollowi119 i• ottered u clarification ancl for 
consideration 1 

a. P2 ot thu• cha119u wen actually a part of the ori411nal 
TDP provicled to CATS vith the solicitation and var• priced in 
CATS bid. 

b. 2'5, IH of th• 341 total provided after avard, var• 
nonaandatory and vua actually aada to 9Mance prod11ctivity - not 
to inhibit it. lxaapl•• Of. tbe types of changu included in this 
cat99ory are: addinq alternate nndora and MthoU of 
aanufacturJ.n9; relaxation of tolarancu; and ~llty updatu.
Jona of th•M cbani.. were to correct errors ~ d1tic1uciu ill 
th• n>P u it uiatad at tiM of aolicitatlon, at tlM of avar4, 
or subsequent to avud. Additionally, none of the•• cha119u vu• 
required to produce the TIDl/K. 

c. 2' cban9u (It) var• aad1 to correct dravinq errors or 
o:aiHions that v1ra adainistrative in nature. Tb•H wre JIOJts 
froa Cl••• II ICP• - ctLaniu that don't affect fora, fit, or 
function. 'EXDplH include tha deletion of incorrect raf1rancu 
t~ nonaxist.nt quafity assurance provisions or th• correction of 
i.:iconsistent c:roH r1teranc1s or typoqraphical errors. !2Masa 
c.~anq•• vere strictly administrative ln nature with no iapact on 
?rodllction or purchase Of parts. 

http:nonaxist.nt
http:aanufacturJ.n9
http:41ta!:.1d
http:JCD-5026.01
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d. 4 c:hanq•• (lt) were ude to th• receivu. Thia 
component vaa deleted troa th• contract by a partiAl tantination 
for th• conveni9ll09 of th• c;overnll8nt. Therefore, th••• eh&n9.. 
are not applic:Ul•. 

•· only 21 cb.ancJff, 1 • of all ~ ohancJU provided to the 
contractor after award and attar the pr•paration of bi• bid, va:e 
actually proc:•••ad to correct dravinq errors or 4eficienci•• tb.tt 
¥era not adainistrativa in nature. 'fhu• c!lanq•• var• u!MUtory
a:ld all would have been incorporated i:lt.o t.'i• contrac-: by charu;• 
~rier v!t.t appr:>pria~ equitabl• adjus'::ler.':., i! Cl.TS had no':. 
s~pped :-aspcndincJ to pr:>~osad :ha:\c;H. he!: ::!:.&:4• order !·': 
t..'io•• cha::9e1 i~corporattd prov!ded CA~S ~i':h an appropriat.e 
aqui':.a~!• td!ust::aer.t •~.d :•:e.istd ~· ;~v•=:-.::;e::t t::>m a:\1 :-..=:~•= 
:iabili:y !or :h... char.c;ea. 

;~~-=~=!~; :~e ;ua:i-:y ~~ :.~• ~:1: ~~· ~=~ :..~ ~· s::!~!~s~!:~ 
•as l:': a~•:r.u:a speci!ic:a:.:.cr. !.:r ce>mpe:it.i·o'a proc-..::e::en: o:: & 
:i~·fi~•~-pric• basis; :h• vast aajori:y o: ~~• 341 ch~•• 
identified in th• C1TS clai.Ja as beinq provided to CATS a!ter 
contract award ~ithar :bad no effect on production or were to 
enhance producibility &nd to ll&lt• th• contractor's job easier; a 
relatively uall n~ ot post-award c:h&Jl9.. corrected actual 
error• or deticienci.. in th• TDP. 

Tb• initial preavard turvey dated 24 A119 H tor llane Corporation
c- known u CATS) conducted by th• ~tens• Contract Kanav•-nt 
Area Office (DOW)) vith couand participation vas n99ati-. 
Tbil vu lat-r 11.1parMded kl)' a HCond positive Dc:IO.O Atlanta 
l\ll'Yey (datM 22 Sep H), vhic:h rec01111ended avud bued on 
additional data provided by CM'S. Tb• additional financial data 
(coMiltinf ot a '100,000 bank line of credit), u vell H data 
r941ardinq quality and tecbnical adequacy, npported a full award 
to CA'l'S. Tb• draft Dot>IG report ll&ltH no aention Of this HCOnd 
pruvard survey, of vb.ich the DoDIG ..y not have been avar•. To 
th• but of our :knovledqe, the DoDIG did not disc:ua• th• 
ruponaihility iHIW with AllCCOll prior to lta lnclulion in th• 
draft report. Baaed on the ..cond favorul• preavard survey and 
othu analysis by the Contract1Jiv Officer, ve believe that th• 
contracting Otticer did aicerciH prudent buiMaa jlldpent. 

Pll t.104 ••ts forth the standards tor a ruponaUile proapactiva 
contractor and requiru the co to uae effectively internal and 
external· inf11r11ation before aaltinf a det.eninatioa of 
r•sponaU1ility. TbaM 1tandard1 ware addreasecl in th• praavard 
survey, th• intonation llSed by th• co in aCcordance vith Pll 
1.105 to 111pport bis deterainatiOD of ruponail>Uity. Tb• CO did 
not disr~ard adverse info~tion about financial, accountin9, 
and technical capability. All of these 1t&ndardl were addressed 
in the Hcond, poaitiv• preavard 1urvey, and a fllll award was 
~1co::i:1endtd by t.'ie oau.o Pnavard Xonitor (•.. enclo1ure). ~· 

http:speci!ic:a:.:.cr
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CO'• actions were proper and completely consistent vith the 
Federal Aequi1ition lefulation. 

eonti9U1"ation ll&naq...nt. Ve bad adequate ~ontrols in place at 
the tiu of award, and they baw been illJ)roved sine• then. .lll 
draviNJ chant•• aaaociat.. vita the Tlllf/TG are 109994 in ~ 
Confi9UZ"ation Jlanaqaent and loned out once approved or 
disapproved bI th• conti9U1"ation control lloard 1cc1). Th• 
contract 8PeC aliat for th• ?BX/~ i• a ~ of th• ec:a that 
review• th111 c:hani••. Once fornrded to proc11.rea1nt, t.be 
~!llery, Xcrta:, and lanq• SUpport lral'ICh loqs th- in. Th•! 
ar• ':he:: reprxuced and provided to th• appl!.cabl• cont:ac~ 
apecia:!st tor ~ission to ~· contractors af~1c-:1d tor 
.;icu.:.~:a i::co~rat!cn int:i t!ae c:ont:acts. Th• l:>ra.~ch loq ~:l.:k.I 
race~pt, ~iatribut!on to t.\1 contraC't spec:~a~is~, •~d th• 
a;pl!~bl• centric-; and ac!!c!tation ~ui=be:'s. Th• contract t~:as 
1c·11 t=-~•= t:J ::-ack t.'l• ~r:icessinq ~f ee c.~a::q•• i."\clud!::q 
~lr.a2it~a! t~ t.~• :on:=i~:r, ~·~· of in~::;>eratic~, a.~~ 
-::1n1id1r1tion. 

The collll&nd air••• that all c:ontraotual issues should be r11olved 
by autual agree.ant at th• CO'• level whenever possible. 'ftl• 
initial CO'• reaponae •that be ¥0\lld iasu• a· decision within to 
days • vu within th• •o clay deadline required by the cla\&U for 
a response and vas tiaaly. 'Ill• coapl1xity ot th• claia, tM poor
qualitr of th• supportiNJ data, th• oontraotor'• •tat...at ~t 
the uount vas not fin, and the need for pricinq support troa 
the Defense contract Audit Aqency (Dell) for po"i))le
1'e9otiations cauaed the achedllle to •lip and the co to utaJMl the 
date for bis cleoision. 'Iba Contraotinq Officer r-iu-ted 
adequate oertitication, additional intonation, and Hpportlng
data troa the eontraetor in order to bl able to evaluta tM 
claia. Once this intonation vu received, Dell audit support 
vas requutacl in order to 110Ye toward poaaibl• n9gotiations.
!he contractor vas notified ot tu delay. Th• caaaancl llelievu 
that it responded to thia claia u best it could under the 
circuutaneH. Tb• contractor daandad a decision within 10 days 
and then eleeted in .Jilly 1992 to appeal to th• Anled Services 
Board of contraet Appeal.a on a dined denial. once the claia was 
appealed, the audit request vu bandled as a lower priority )If 
the DCAA. 

UCOICMENDATIOlll AND ACTIONS TAUll. 

UCOIOIEllDATIOlf 1. IJiplu.nt procaduru to provide high-lev.l
11ana1uent oversipt of contnc:ta and contract actions that are 
experiencinf financial or tecbnical diffie1:lti••· 

ACTIOI TAJCD. llOMCONClla. The draft DoDIG finding taulta AXCCOX 
ar:d t:l• co f:ir 1wardin9 one contract to an alle9ed nonresponsil:lla 

http:IJiplu.nt
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oontractor and then au99uta • ayataaic prol»la and ncoaancsa 
the iJlpt...ntatiOll ot llip-level una9uent ovua19ht bl.Md oa 
thi8 •illtl• caae. Pint, the review vaa 11.aited to one contract, 
a1MI ita ruulta llbcNld k epeoUio to that oonuact. lacond, th• 
draft nport ovulooa the Hoond, po.1tiw pr..vard ~. 
Wbic:b bu led to inac:c:urata facts and Wbat ve Mlieve a a raulty
conoluion. h"oceduru were in phce and VU• utiliaed to 
provide the required ovarai9)\t. 

l!:COMK?Mtll':IOlf 2. Dir.ct the ~jc:- Weapons ar.d Chaic:&l D!.-1!.aicn 
':o eatal)lilh and ~le:aent control lo9s 4oc:-~-:i:lf c:!:1n9es t~ 
~· tteh.nie1l da-:. pac:ltaqe applica~l• to L~ !..-.div!dual c~nt:-ac~. 
:?:• :ontro:. 109 lhoulcl idant!fy all ot the tollov!ftci: 

•• ih•~•: a."\4 vhen t.':.e :ha~;• vu al:l=i~-:ed. -:~ ~. 
contractor. 

4. 111\•th•r and Vhen the Chanq• waa accepted or rejected l1y 
th• contractor. 

•· Whether the Change his been incorporated into the 
contract. 

r. ft• eatiuted cost to incorporate the change into th• 
contract, if any. 

M:TIOll TADll. JIOllCOllCOl. rtrst, the report allet.. one specific
exupl• of Nd tecludcal data (a fland TIDl/tG !DP) and thea 
•UCNuts a ayatuio problq IJld rec.,...nd··a systaaic soluti011. 
hoonll, th• TOP certified and util11ed in tJla aolicitation was 
adequ&ta for ccapetitive procuraent on a fin-fixed-price bash. 
!bird, adequate tr1ok!n9 proceduru for tecbnical data chanqu 
ar. drudy in place. Vbil• no •intl• conuol lot exista, th• 
configuration NnaqlMllt and procuruent arau ot the CODln4 
aaintain aore tJsan adequate control. 'ftMI confi91&Rtioa 
aana9uct control board inclwtu procuraaat npruentation. 
conti911r&tiOD 11&11&1JeiNDt aaintaJ.u a lot Of race1pt, appronl, 
and tnnaittal to procuraent. Procuraent aaintaiu • lot 
ti-acldng r~lpt frcia cont19U'at1on Aft&9-.nt, llhtrillQtion to 
tb• contract spec:iallat, ucs the appUcal>l• contract Ull 
solicitation nuabera. 'ft)a incUvidual contraot t11u sen. 
rurtMr to track tlM detalla of tb• ICP prooeqinf 1ncl.a4lnt 
tranaittal to tJla contractor, lncorporatlOD into the contract or 
solicitatloa, and consideration. 

l!COKlmllllfIOlf l. lmpluent proceduru to pro\#id• una9uient 
oversight of responsiveness to contractor clabs. Th• procedures 

Final 
Report 

ference 

Renurnbere< 
as 
Recorrmen
dation 3. 

Renurnberee 
as 
Recorrmen
dation 4. 
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should require ailestones"to ~ ••t for notityiftfi the contraotor 
that th• clailll VH received; tor requestinq audit. technical 
evaluations, and lec)al review, and for utal»Ushinq a decision 
data. 

ACTION TAK!lf. HOMCONcmt. Coaand disagreu vith th• 
recomaendation. A;ain, the dratt DoDIG report racouend• a 
systemic chanv• b&•ad on the review of a •in9le instanc:e of 
daaed denial of a contractor claia. In this sinqla instance, 
the c:oimand responded as amt it could consider~ the qwilit7 of 
~'le cla!.:2 ar.d its 1upporti:19 data. We do not klieve that ~e:t 
i1 a syatciic: pr~bles t.~at var:-anta th!s raC0111111.ndation for 
anot.~er layer of review vit.~ the a11cc!attd additional 
ad:a!.::!.st:uive expense. C'~rnnt ll:'llCJUlaticms, wc:h as fll, as 
well as policy and guidance concer:iinq the use ot goocl bu•~~••• 
!ud9::1ent presently apply to the vorkilllJ level, :aost not~ly ~'la 
:ont=actinq Of:i:ar. Tll• vorkiZ\9 lave~'• ac:-:icns •~• the:: 
re•1ie·,..ed ;,y l•';'•l and po!i:y of:icas t:> enai:r• COllpi..iance. :: 
additional infor.1ation were to show that a systemic proble:2 is 
developing, we would put appropriate oversight procedures 1n 
place. 
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