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I.  Introduction.

This is SAF/AQC’s first annual report under the new Contracting Assessment Program (CAP).  The CAP is the successor to the Procurement Management Review (PMR) of operational contracting MAJCOMS/DRUs.  PMRs focused primarily on Squadron individual file reviews that duplicated many areas also reviewed by MAJCOM Inspector General (IG) compliance inspections, staff assistance visits, and unit self assessments under the Management Control Program.  The CAP is a new program with the objective to determine the overall health of Air Force Contracting in a systematic, on-going manner. 

II.  CAP Assessment Process.

SAF/AQC monitors and reviews several facets of Air Force Contracting in order to continuously determine its overall health.  The CAP serves as the integrated assessment of contracting health and readiness of each MAJCOM/DRU (MAJCOM).   Inputs to the 

CAP include MAJCOM Inspector General Unit Compliance Inspections (UCIs) and Operational Readiness Inspections (ORIs), and annual Statements of Assurance prepared as part of the Management Control Program of each organization conducted under the authority of the Federal Managers Financial Integrity Act (FMFIA).  The final input is the Procurement Management Assessment (PMA).  PMA’s will focus primarily on leadership, customer support, sound business judgment, and policy implementation/special interest areas.  The PMA process, while a critical part of the overall CAP, is only one of several inputs considered.  However, the first PMA under the CAP is not scheduled until FY03, therefore, there is no input for this report.

SAF/AQC uses MAJCOM IG inspections, audits, annual Statements of Assurance, DOD/GAO audit reports, and any other-directed reviews to assess statutory/regulatory compliance. 

This CAP report provides results of SAF/AQCP’s FY02 annual assessment of Air Force Contracting.

III.  The Current Environment in Air Force Contracting.
In FY02, the Air Force awarded 65,512 contracting actions worth $47.5 billion, including $5.7B considered commercial dollars.  The 59,000 cardholders in the Government Purchase Card program made approximately 3 million purchases worth $1.6B.  The contracting workforce was comprised of authorizations for approximately 1000 officers, 1300 enlisted and 5500 civilians.   

IV.  Focus Area Descriptions.

The key indicators in assessing the overall health of Air Force Contracting are the five focus areas identified as follows: overall MAJCOM leadership, customer support, sound business judgment, implementation of high-priority SAF/AQC policy initiatives/special interest items, and statutory compliance.  SAF/AQC conducted a limited review of these areas and the results follow below.  Future CAP assessments will include specific results from at least two Procurement Management Assessments conducted during the year.

A. MAJCOM Leadership and Management.

This focus area addresses overall direction and leadership of the Director and senior management team in support of the MAJCOM mission.  Based on reviews of the Inspector General’s reports and MAJCOMs Statements of Assurance, the contracting standards, FAR Supplements, policies, and procedures conform to Federal, DOD, and Air Force expectations.

B. Customer Support.

The Customer Support Focus Area serves as an assessment of the MAJCOM’s systematic efforts to ensure that an organization meets customer needs and mission while maintaining compliance with applicable regulation and policy.   We did not collect enough information to fully assess this area. However, audit reports did not indicate problems in this area.

C. Sound Business Judgment.

This focus area addresses the MAJCOMs use of sound business judgment throughout all phases of the acquisition process.   The area considered was protests to the GAO.  In FY02 there were 140 protests filed compared to 166 protests filed in FY01.  The primary issues were alleged improper evaluations of proposals and restrictive solicitation terms.  The improper evaluation allegations were failure to properly evaluate technical and cost proposals, and/or past performance evaluation of awardee or protestor or both, and failure to make reasonable best value decisions.  Since FY00 to the present, these are the leading bases of protest.

The GAO sustained one protest in part and partially sustained three more.  The Air Force took corrective action on 44 of 140 protests to resolve protestor concerns.  

Based upon all available CAP information, MAJCOMs are using sound business judgment.

D.                    D.  AQC Policy Emphasis/Special Interest Items.

This focus area addresses the MAJCOM’s emphasis on SAF/AQC’s policies and special interest items and its dissemination to the field.  The topic areas in this section will vary from year-to-year as interest items become important and/or get resolved.  

1.  Performance Based Service Acquisition (PBSA) – What is the organization doing to ensure that all service contracts over $100,000 are performance based?  

Comment:  This focus area has been in flux for several years with PBSA obtaining greater emphasis and becoming more important every year.  The PBSA policy (AFI 63-124) followed by the MAJCOMs was in draft form since FY1999 due to the ever-changing environment on this topic.  In order to meet the PBSA requirement, several actions took place in FY02 with many future actions in the planning stage.  These actions are: the Air Force set up the Services Program Executive Officer; drafted language for the DFARS concerning PBSA; rewrote the entire AFI 63-124 and sent it to the field for comments; and, briefed PBSA at the Squadron Commanders Conference.   The FY02 PBSA actions and dollars by percentage are as follows:

        FY02 PBSA Dollars and Actions by Percentage

	MAJCOM
	Dollars 
	Actions

	ACC
	58%
	50%

	AMC
	83%
	54%

	USAFE
	79%
	65%

	AETC
	37%
	38%

	PACAF
	55%
	59%

	AFMC
	35%
	27%

	AFSPC
	45%
	52%

	AFRC
	30%
	51%

	11th Wing
	5%
	12%

	USAFA
	30%
	25%

	AFSOC
	94%
	93%


The Air Force made progress in FY02 towards meeting the PBSA requirement; however, much work remains for FY03 and beyond.   

PBSA plans for FY03 include: briefing at the AF’s World-Wide Contracting Conference in October; final coordination and publication of AFI 63-124, and an AF PBSA Guide; a four-day symposium on Services Contracting with the major topic of PBSA.  In addition, SAF/AQCP will work with the MAJCOMs to assess what measures they have taken to implement PBSA such as: what PBSA training did they conduct within contracts, customers, and industry; and what policy directives/guidance issued.  

2.  Commercial Item Contracting, Part 12 Dollars and Actions - Is the organization progressing to meet the DOD imposed dollar and action requirements by the year 2005?

Comment:  The Air Force’s FY99 dollar baseline is $2.99B and the FY05 goal is $5.98B.  In FY02, the commercial dollars were $5.7B, so we are on track to meet the goal.  The FY99 actions baseline is 16.7% and the FY05 goal is 50%.  In FY02, the commercial actions comprised 24.8% of the total number of actions.  Therefore, we need to increase our commercial actions significantly to make the FY05 goal.  We expect commercial actions to increase as the Air Force writes and modifies more commercial (FAR Part 12) contracts.

Commercial dollars and actions tables follow: 

Commercial Dollars Table

	Total Dollars

In M
	FY99BL

$2.99B
	FY00

$3.2B
	FY01

$4.65B
	FY02

$5.7B
	FY05 Goal

$5.98B

	ACC
	$88M
	$106M
	$147M
	$242M
	$177M

	AMC
	$69M
	$155M
	$197M
	$243M
	$139M

	USAFE
	$71M
	$77M
	$106M
	$132M
	$143M

	AETC
	$70M
	$103M
	$134M
	$211M
	$120M

	PACAF
	$60M
	$55M
	$87M
	$136M
	$120M

	USAFA
	$4.7
	$6.7M
	$8.4M
	$15.3M
	$9.4

	11th Wing
	$11.1M
	$9.4M
	$9.7M
	$20.3M
	$22.2M

	AFMC
	$2,380M
	$2,472
	$3,375M
	$4,155M
	$4,759M

	AFSPC
	$222M
	$200M
	$554M
	$542M
	$443M

	AFRC
	$8.8M
	$12.5M
	$13.5M
	$16.8M
	$17.6M

	AFSOC
	$4.7M
	$6.7M
	$8.4M
	$15.3M
	$9.4M

	AFOTEC
	$0.4M
	$0.8M
	$.03M
	$  1M
	$0.8M


Commercial Actions Table - 50 Percent Required by FY05

	Total Actions 
	FY99BL

16.7%
	FY00

19.4%
	FY01

22%
	FY02

24.8%

	ACC
	26%
	31%
	33%
	44%

	AMC
	17%
	34%
	43%
	39%

	USAFE
	54%
	60%
	64%
	67%

	AETC
	22%
	29%
	30%
	36%

	PACAF
	33%
	29%
	31%
	37%

	USAFA
	34%
	31%
	29%
	30%

	11th Wing
	36%
	32%
	37%
	56%

	AFMC
	11%
	12%
	14%
	16%

	AFSPC
	20%
	18%
	21%
	17%

	AFRC
	19%
	24%
	16%
	24%

	AFSOC
	33%
	26%
	25%
	34%

	AFOTEC
	  4%
	  7%
	  1%
	  6%


3.  AF Government-wide Purchase Card Program – Is the organization ensuring that installations are managing the Purchase Card Program IAW AFI 64-117?

Comment: Purchase Card - AFI 64-117, Air Force Government-wide Purchase Card (GPC) Program provides consolidated guidance to all Air Force GPC users.  This instruction includes the tools necessary for cardholders, billing officials, and installation-level program coordinators to implement a successful and effective GPC program.  In addition, the Air Force Audit Agency (AFAA) conducted a comprehensive audit of the Air Force GPC Program.  AFAA, using a database from the vendor bank, sampled transactions from 46 Air Force installations.  AFAA published the formal results on 6 Aug 2002.  Findings indicate that Air Force guidance has established adequate purchase controls and oversight procedures that, when followed provide reasonable assurance that cardholders use the purchase card appropriately.  However, accountable officials (Installation Purchase Card Program Manager and billing officials) did not adhere to the guidance in executing their responsibilities.  Moreover, Installation Commanders and Chiefs of Contracting did not adequately monitor and enforce the purchase card guidelines.  We intend to revise AFI 64-117 incorporating the changes recommended by AFAA based on their findings.  The Air Force has completed (except for AF NAF which has unique mapping issues) deployment of the Customer Automated Reporting Environment (C.A.R.E.) that automates the tracking, reconciliation, and payment of GPC transactions.  This system provides electronic surveillance capability to billing officials, program coordinators, financial service officers, auditor, and investigators at all levels.  It also features standardized and ad hoc report retrieval capability which will allow for more sophisticated analysis of transactions from a central location. In addition, the DOD PMO for the GPC has established waiver approval procedures for accounts where the span of control for approving officials exceeds more than 20 cardholders and has established automatic suspension procedures for accounts that have not been reconciled within the 60-day approval period.  Finally, the Air Force Logistics Management Agency recently developed a standardized Air Force GPC Training Program available on the web at http://www.il.hq.af.mil/aflma/lgc/lgccomplete.html.  Drawing on lessons learned throughout the Air Force, this training package provides cardholders and billing officials with comprehensive, consistent, and high quality training before they use the GPC.  In addition, DOD is planning actions because of the DOD Charge Card Task Force that includes publication of a CONOPS, improvement of training, and enhanced surveillance through data mining in which the Air Force will be participating.  

In addition, the GAO just completed their review at four Air Force bases.  Their report contains 39 recommendations to AF, and 1 to the DOD Comptroller.  The most significant of the recommendations are as follows: eliminate GPC used to facilitate line item accounting; deactivate GPC accounts for alternate cardholders and approving officials; develop a strategy for achieving compliance with requirements in law requiring reconciliation of GPC statements prior to payment; establish procedures and criteria for cardholders to document independent receiving and acceptance of items obtained with the GPC; establish an AF-wide data base of known GPC fraud cases that can be used in implementing additional control activities; identify high volume vendors and develop contracts to maximize AF purchasing power; establish AF-wide policy as a guide for taking disciplinary actions against cardholders and billing officials who make or approve fraudulent; improper, or abusive  GPC transaction; require cardholders and billing officials to reimburse the government for any unauthorized or erroneous GPC transactions that were not disputed, and require benefiting individuals to reimburse the government for the cost of any personal items that they requested or directed a cardholder to purchase for them.  Lastly, they recommended that we revoke GPC’s issued to the Chaplain’s Office citing an AF attorney who advised the GAO that the Chaplain’s Office did not have the authority to use the GPC for Chaplain Religious Fund activities.  While we are still reviewing GAO’s recommendations, we anticipate implementing many of GAO’s recommendations in our continuing efforts to improve the overall health of the GPC Program.
Overall, the Air Force guidance has established adequate purchase controls and oversight procedures.  However, reviews by AFAA and the GAO indicated employees responsible for carrying out purchase card program activities did not follow the guidance in performing their responsibilities.  In addition, the GAO found that misuse of the card was not subject to strong disciplinary action, even though AFI 64-117 requires appropriate action to document violations and taking steps to preclude their reoccurrence.  The GAO found that we had significant control breakdowns in three areas:  independent receipt verification, cardholder reconciliation, and approving official review of cardholders’ reconciled statements.  We will monitor those areas and take steps to improve program controls during FY03.
4.   Contractor Past Performance (CPARS, CCASS, and ACASS) - Are the reports completed when necessary, and are they properly written?

Comment:  FY02 was the first complete fiscal year the Air Force fully implemented the Navy’s Contractor Performance Assessment Reporting System (CPARS) past performance collection system.  The Operational Commands began inputting data in Mar 01 and AFMC transitioned from the Lotus Notes system in Sep 01.  The overall implementation was an unqualified success.  There were 4090 completed reports and 769 reports in process totaling $340,705M (including AFMC’s Lotus Notes input).  

The next step is to determine if CPARS reports are input into the system when required.  To help in this process, SAF/AQC undertook an initiative to compare MAJCOM DD350 inputs to contracting actions registered in CPARS.  February 03 is the expected completion date of this initiative and analytical tool.     

5.  MAJCOM FAR Supplements  - Has the organization rewritten and implemented a MAJCOM supplement consistent with the principles embodied in the 2002 AFFARS rewrite?

Comment:  The organizations embraced the rewrite principles and rewrote their supplements consistent with the principles embodied in the 2002 AFFARS rewrite. The MAJCOM’s reduced page count significantly, and deleted regulatory “how to’s”.  They wrote Guides and posted them to the MAJCOMs websites.  The following table details the page counts before and after the rewrite for AFFARS and the MAJCOM’s FAR Supplements.

FAR Supplement Page Counts  (excludes Part 5315)




Before Rewrite

After Rewrite
AFFARS        196                  21   w/Guides in a toolkit

ACC


56



19

AETC


48



14

AFMC


225


34 
w/ Guides on a web page

note: reduced from 186 clauses to 49 clauses

AFRC


83



51
w/ a Desk Guide

AFSPC

160


51
w/ a Toolkit

AMC


97



23
w/ a Toolkit

PAFFARS
61



43

USAFA

43



6
w/ a Toolkit

USAFE

55



52

11th Wing

9



6
w/ a One Book



                     ________
                      __________
Total


837


299

6.  Socio-economic Programs - Does the organization meet its goals and objectives? 

Comment:  The Air Force’s socio-economic percentage goals and actual percentages follow:

	
	
	Small Business
	Small 

Disadvantaged 

Business
	Woman- 

Owned 

Business
	HUB Zone
	Service Disabled Vet SB

	FY02
	Goal
	15.60%
	4.9%
	2.00%
	2.50%
	3.0%

	FY02
	Actual
	14.44%
	4.73%
	2.03%
	  .67%
	  .11%

	FY01
	Actual
	13.78%
	4.79%
	1.73%
	  .62%
	  .10%


The Air Force did not meet its goals for small businesses, small disadvantaged businesses, HUBZone businesses, and service disabled veteran small businesses.  The Air Force met the goal for woman-owned businesses.  However, the actual percentages increased for all categories from FY01 except for small disadvantaged businesses.  

The Air Force’s Small Business and HBCU/MI program plan for FY 2002-2006 contains four major goals that identify ways to increase the small business participation to help meet our future goals.  Specifically, the goals focus on the following initiatives:(1) improving small business participation in AF acquisitions by aggressively obtaining more prime contract awards by executing a proactive market research and outreach strategy; (2) promoting special emphasis programs (e.g. small disadvantaged business, and woman-owned), developing a world-class small business education program, adapting small business program to changing environment; (3) maximizing small business awards in outsourcing, and targeting historically black colleges and universities and minority institutions; and (4) enhancing the effectiveness of the small business program through the use of data and analysis.  This plan also identified specific initiatives on expansion of the native American initiative; outreach events focusing on aggressive use of the General Services Administration Schedules for information technology requirements and woman-owned businesses; and, service disabled veteran-owned businesses.

Successful implementation and execution of this plan coupled with a renewed partnership between SAF/SB, AF Contracting, and the functional community are the lynchpins to helping the AF meet its future small business goals.

7.  Electronic Procurement Initiatives - Is the organization implementing and sustaining electronic procurement initiatives designed to further streamline the acquisition process (e.g. effective deployment, training, and oversight of the Standard Procurement System, interface management with other logistics and financial systems and Wide Area Work Flow Receipt Acceptance System to support timely contractor payment)?

Comment:  The Standard Procurement System (SPS) continues to operate at our operational contracting offices throughout the Air Force.  The offices are using SPS version 4.1E.  The SPS Program office is continuing work on an SPS version that will upgrade the system and replace the SPS Interface server with a new universal interface known as the Adapter.  The AF will receive SPS version 4.2 software and the Adaptor sometime in FY2003 for final testing.  Presently, the remainder of the AF sites will continue to use ACPS or CONWRITE as their contract writing systems.
 

During 2002, the AF became the only service to become completely paperless with DFAS.  In June of 2002, the site testing was completed with DFAS and the ACPS sites became the final sites to go paperless using Electronic Document Access (EDA).  This means that no AF contracting office should ever have to send a paper copy of a contract to DFAS for payment as all of the contracts and related documents are on EDA and its related system Navy Air Force Interface (NAFI).

 

The PACAF Wide Area Work Flow (WAWF) pilot continued with PACAF reporting 145 vendors using the system.  AETC started a project to get all of its bases on WAWF.  The master plan for AETC projects 2 years for completion due to the large vendor base that requires WAWF training.  SAF/FM is the overall lead for the implementation of WAWF in the Air Force (AF Financial Management Systems Office (AFFSMO)).

8. 8.  Procurement Transformation Alignment – What actions has the organization taken to fully align with the Air Force’s Procurement Transformation Strategy?  

Comment:  In August of 2002, Mr. Dan Bowman arrived to lead the Procurement Transformation section of SAF/AQCA.  The four basic plans that the team worked on are Strategic Sourcing, Communications, Service Delivery and Professional Development/ Education.  The team met with many organizations to perform market research from both the commercial and government sectors.  One key tenet of Strategic Sourcing is implementing a commodity council approach to purchasing.  The team will create an initial council for IT equipment.  This council will centrally create a strategic plan to purchase IT equipment (defined as laptops, desktops, servers, and peripherals at an Air Force level, while utilizing decentralized execution of that plan.   The team also worked with RAND Corp. examining the current procurement core competencies and designing the skill sets needed for future procurement professionals.  The team is also developing a communication plan to include an informative web site that will include an electronic newsletter.  Another tool will be a web-based questionnaire tested at Andrews AFB.  Finally, the team is working with DOD procurement staff and other DOD services and agencies in the development of a Concept of Operations document in support of the E-business program office and the Financial Management Modernization Program (FMMP).  That document will support a to-be architecture for procurement and future procurement systems.

For FY03, the team will begin to look at MAJCOMs to learn how they are aligning with the Air Force’s overall Procurement Transformation Strategy.

9. AEF UTC Reporting Tool (ART) - Is a process in place and implemented ensuring ART reporting is accomplished and the ART database is kept current.

Comment:  ART is a web-based tool with associated databases to support collection, collation, and report generation of unit and aggregate Unit Type Code (UTC) readiness data.  ART is not a report card, but a method of identifying a UTCs ability to perform its Mission Capability Statement (MISCAP) and identify resource shortages; therefore, it is imperative that ART is as accurate as possible.  Units that are allocated UTC taskings under AEF view and report their status against these taskings directly on the ART website. 
ART presents the status of each UTC in the AEF library; they provide higher levels of command the necessary information to make force and resource allocation decisions to effectively support theater commanders.  Effective management of Air Force resources requires accurate information at all levels.  In FY02, MAJCOM Functional Area Managers updated ART as required to ensure it reflected accurate status of forces.   
10.  SAF/AQC Highlights - The top-level accomplishments are:

SAF/AQCP rewrote the AFFARS as follows: added guiding principles emphasizing agile acquisition philosophy; eliminated all unnecessary and redundant requirements and streamlined the remaining requirements; eliminated detailed procedures - “the one-size-fits-all” mentality removed to increase ability of acquisition teams to tailor approach to acquisitions and generate innovations; provided more authority to execution chain and lower levels; and, removed many delegations restrictions.

SAF/AQCA set up the Procurement Transformation Team.  See number 8 above for details.

E. Statutory Compliance.      

This focus area addresses the MAJCOM Inspector General’s Unit Compliance Inspections (UCIs) and Operational Readiness Inspections  (ORIs), Staff Assistance Visits, and the Management Control Program (Statement of Assurance) conducted under the authority of the Federal Managers Financial Integrity Act.   
1.  MAJCOM Inspector General’s UCIs and ORIs.
Inspector General Audits of Air Force Contracting Activities

	
	AETC (5)1
	 AFRC

 (3)
	AFSPC

 (3)
	PACAF

(3)
	AMC (2)
	USAFE (1)
	AFMC

 (5)
	ACC

 (3)
	USAFA 

(1)

	PNM and/or Fair and Reasonableness Determination
	X
	
	X
	
	
	X
	X
	
	

	Contract Administration & Service Surveillance
	X
	
	
	
	
	X
	X
	
	

	Explanations or Justifications
	X
	X
	X
	X
	
	
	X
	X
	

	GPC Issues
	
	
	X
	X
	
	
	
	X
	X

	Inadequate Technical 

Evals
	
	
	
	
	
	
	X
	
	

	Best Practices
	X
	
	X
	
	
	
	X
	
	


1Note: The number in parentheses indicates the number of IG audits included in the sample.

The above matrix depicts the areas in which the IG indicated “Findings” or “Areas for Improvement” in the IG audits of Air Force Contracting Activities that were included in the sample.  Each MAJCOM has a separate Contracting Assessment Program FY2002 Summary Report that further details the IG’s findings.   Among the items that were identified, four main areas emerge from the analysis of the IG reports as listed in the above matrix: 1) PNM and/or Reasonableness Determination, 2) Contract Administration & Services Surveillance, 3) Explanations or Justifications, 4) Government Purchase Card and 5) Best Practices.  Note that there was no MAJCOM IG inspection of AFSOC, and the 11th Wing.

1.1 PNM and/or Price Reasonableness Determination – these findings and recommendations explained that pricing actions were not justified, explained, or otherwise addressed.  In some cases, an Independent Government Estimate was mentioned that could not be located in the file, and in other cases, there was nothing included as rationale for why the price was fair and/or reasonable.

2.1 Contract Administration & Services Surveillance – these findings and recommendations noted a lack of adequate contract management.  Examples include untimely notification for receipt of reports, inadequate or no monitoring of services performed, lack of service performance metrics, failure to develop performance based statements of work, failure to close-out contracts.

3.1 Explanations or Justifications – these findings and recommendations dealt with a number of individual issues such as lack of documentation supporting the exercise of options, inadequate written rationale for contract modifications, inadequate market research documentation, incorrect authorities cited for modifications, lack of information or rationale to support various administrative actions improper approval levels, missing source selection decision document, no record of market research.

4.1 Government Purchase Card – one finding indicated the organization did not properly manage the program and did not comply with governing directives; other findings indicated that training was insufficient or that monitoring was not adequate.  

5.1 Best Practices – innovative two-phased award strategy - National Advertising Contract; web-based management tool improving training, suspense tracking, and effectiveness of overall contract management; quality plan detailing contracting quality and training processes, Program Executive Officer/Designated Acquisition Commander delegation book.

Strengths - There were many strengths identified, for example: communication with customers, suppliers, leadership, demonstrated a strong mission focus (sense of urgency on purchase requests, knowledge of command and control and approval procedures for letter contracts, effective prioritization of requirements), market research, claims resolutions, employee recognition programs, protest file documentation, management of GPC program, self-inspection process, small business program, SPS management and training programs, QAE training, contract administrations, fair and reasonable prices substantiated, outstanding source selection on base communication and maintenance contract, professionalism and “can-do” team attitude, management of OJT program, CCO’s best deployment kit seen in command, and QA plans developed.

Special Interest Item  - there was one Unsatisfactory IG Finding concerning AFMC’s Special Interest Item SII-01-A, Service Contracts (OC-ALC).   The finding indicated that: many of the contracts did not contain the Command’s SII checklist; 205 of the contracts reviewed did not use measurable performance standards and Quality Assurance Surveillance Plans; and adequate contract surveillance was not conducted.

SUMMARY of IG/GAO Audit Activities:  Although there were similar issues that appeared several times across the different activities, there was no single recurring item found that indicates a systemic shortfall in adherence to regulations or laws.  In fact, many of the findings contradicted each other.  Examples are: several IG reports indicated PNMs do not justify fair and reasonable prices, while another report indicated that PNMs were well written and justified the price as fair and reasonable; QAE training was adequate in some locations, but not so in others; and, the GPC was poorly managed in several locations and well managed in others.  These issues indicate that additional or remedial training, and better management attention to existing requirements is necessary to help resolve the problems.   The GAO also identified this issue in several GAO reports as well.  Several GAO reports also identified as an area requiring attention were the degrees of using PBSA concepts.  GAO’s recommendations emphasized the need for additional guidance and training in this area.  As a result, the Air Force needs to continue emphasis on the areas mentioned above.  

2.  Management Control Program (Statements of Assurance).

The MAJCOMs/DRUs reported no material weaknesses during FY02.  Material weaknesses are reportable if management determines that a condition exists in which the designated control procedures do not provide reasonable assurance that the objectives of the management control program are accomplished.  

Guidelines:  The systems of internal accounting and administrative control of the MAJCOMs/DRUs contracting organizations in effect during the fiscal year ending 30 September 2002 were evaluated in accordance with guidelines issued by the Office of Management and Budget.  The guidelines, in the form of OMB Circular A-123, revised, Management Accountability and Control, dated 21 Jun 95, provide guidance to Federal managers on improving the accountability and effectiveness of Federal programs and operations by establishing, assessing, correcting, and reporting on management controls.  DOD Directive 5010.38, Management Control (MC) Program, dated 26 Aug 96, and the companion DOD Instruction 5010.40, Management Control Program Procedures, dated 28 Aug 96, implement this general guidance in the Department of Defense.  The Federal Managers’ Financial Integrity Act requires these evaluations.  FM from each organization is responsible for the Management Control Program. 

Objectives:  The systems of internal accounting and administrative controls are to provide reasonable assurance that:

- Obligations and costs comply with applicable law;

- Assets are safeguarded against waste, loss, unauthorized use, and   

misappropriation; 

- Revenue and expenditures applicable to contracting operations are properly recorded and accounted for to permit the preparation of accounts and reliable financial and statistical reports and to maintain accountability over the assets;

- Programs, administrative, and operating functions are efficiently and effectively carried out in accordance with applicable law and administrative policy; and

- The management control process emphasizes prevention of waste, fraud, mismanagement, and timely correction of management control weaknesses.

Reasonable assurance:  The concept of reasonable assurance recognizes that the cost of management control should not exceed the benefits expected to be derived there from, and that the benefits consist of reductions in the risks of failing to achieve the stated objectives.  Address the expected benefits and related costs of control procedures using estimates and managerial judgment.  Furthermore, errors or irregularities may occur and not detected because of inherent limitations in any system of internal accounting and administrative control, including those limitations resulting from resource constraints, congressional restrictions, and other factors.  Finally, protection of any evaluation of the system to future periods is subject to risk that procedures may be inadequate because of changes in conditions, or that the degree of compliance with procedures may deteriorate.
The MAJCOM evaluations were performed in accordance with the guidelines identified above and other information provided from other sources such as the General Accounting Office, Department of Defense and Air Force Inspectors General, Air Force Audit Agency, management studies, self-inspection programs and internal reviews.  The results indicate that the systems of internal accounting and administrative controls in effect during the fiscal year that ended 30 September 2002, taken as a whole, comply with the requirement to provide reasonable assurance.  The reasonable assurances are within the limits described in the preceding paragraph.  

V.  Conclusion.

As a result of the reviews performed to support this annual assessment, including reviewing over 1200 GAO reports for 2002, there are a few areas that need improvement: PNM and price reasonableness determination, services contract administration and surveillance, contract document explanations or justifications, management of the Government Purchase Card and implementation of PBSA.  Field activities are working corrective actions in these areas. 

Based on a review of the many components that comprise this FY02 Contracting Assessment Program, there are no material weaknesses to warrant anything less than a “healthy” characterization of Air Force Contracting.  

The SAF/AQC staff and field commands are engaged in many efforts to improve contracting operations and transform policy, processes, technology, and people to better serve its customer base.  There are initiatives in training, contracting information systems, and policy areas that will continue to improve contracting operations in the future.
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