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Purpose and Overview

This document provides a summary of contracting audits issued by the Office of the Inspector General of the Department of Defense since Fiscal Year 2000; some reports prior to Fiscal Year 2000 have also been included due to their significance.

This document does not include audit reports that are classified or For Official Use Only (FOUO).  In addition, this document does not include audit reports on major defense acquisition programs.  These reports can be provided by the Acquisition Management Directorate of the Office of the Inspector General of the Department of Defense.

Common problem areas and synopses of actual findings from IG DoD reports are grouped into the following areas:

· Buy American Act

· Commercial Items

· Construction, Maintenance, and Repair

· Contract Administration

· Contract Closeout

· Contract Payments

· DoD Acquisition Workforce

· Fair and Reasonable Prices

· General and Flag Officer Quarters

· Government Purchase Card Program

· Industrial Prime Vendor/Total Logistics Support

· Information Technology (Acquisition of)

· Military Interdepartmental Purchase Requests (MIPRs)/Unliquidated Obligations

· Multiple Award Contracts

· OMB Circular A-76 Cost Comparison

· Qualified Products List

· Service Contracts

· Specific Procurements

· Standard Procurement System (SPS)

· Summary of DoD Acquisition Program Audit Coverage

· Other Contracting Audits

Source

Referenced reports can be found on the Office of the Inspector General of the Department of Defense website at http://www.dodig.osd.mil
Contracting Audit Areas

Buy American Act:

Commonly Reported Problems Related to the Buy American Act:

· Contracting officers awarded contracts for items manufactured abroad that may have been available from contractors supplying items manufactured in the United States, in violation of the Buy American Act and the Berry Amendment.
· Some contracts did not include the appropriate contract clause to implement the Buy American Act or the Berry Amendment.
· Noncompliance with the Buy American Act and the Berry Amendment resulted in potential violations of the Antideficiency Act because the contracts were either funded directly with appropriated funds or working capital funds that were reimbursed with appropriated funds, which are not available for the procurement of foreign-made items.
Synopses of Findings Related to the Buy American Act:

IG DoD Report No. D-2002-066, “Buy American Act Issues on Procurements of Military Clothing,” March 20, 2002

DoD contracting officers continued to violate the Buy American Act on FYs 1998 and 1999 procurements of military clothing and related items.  Of 698 contracts reviewed, 416 (60 percent) did not include the appropriate contract clause to implement the Buy American Act or the Berry Amendment.  Contracting officers at 13 military installations procured military clothing and related items that were manufactured or produced abroad without determining whether items manufactured in the United States or a qualifying country were available, as required by the Buy American Act, or items manufactured in the United States were available, as required by the Berry Amendment.  As a result, contracting officers awarded 28 contracts to contractors that supplied $593,004 worth of items manufactured abroad that may have been available from contractors supplying items manufactured in the United States.  The noncompliance with the Berry Amendment resulted in three potential violations of the Antideficiency Act because the contracts were either funded directly with appropriated funds or working capital funds that were reimbursed with appropriated funds, which are not available for the procurement of foreign-made items.  On January 18, 2002, the Office of General Counsel, DoD, opined that a violation of the Buy American Act may give rise to a potential violation of the Antideficiency Act.  The Office of General Counsel further opined that the Buy American Act applied to procurements of commercial items, but that Defense Federal Acquisition Regulation Supplement 215.503.(a)(xi) created sufficient ambiguity to make a contrary conclusion reasonable.  Therefore, the Office of General Counsel made its opinion effective prospectively only and declined to treat any past violations of the Buy American Act (includes the 25 Buy American Act violations discussed in this report) as potential violations of the Antideficiency Act.  We revised the finding and recommendation concerning Antideficiency Act violations accordingly.

The DoD corrective actions taken after the prior audit should have affected contracts awarded in 

FY 1999.  We saw no significant reductions in violations of Buy American Act and Berry Amendment procedures for those contracting actions.

IG DoD Report No. D-2001-028, “Compliance with Procurement Laws in Purchasing Free

Weights and Other Strength Building Equipment,” December 27, 2000

DoD organizations procured free weights and other strength building equipment using procurement methods that generally complied with the Buy American Act and other laws and regulations.  Of 90 procurements reviewed, with a total value of about $1.8 million, only 

2 procurements and 1 equipment exchange, totaling $53,131, did not comply with the Buy American Act.  The three exceptions resulted in the acquisition of free weights produced in China, and potential violations of the Antideficiency Act.  The noncomplying procurements, which ranged in individual values from $16,714 to $19,508, occurred at one Army location and two Air Force locations.

IG DoD Report No. D-2000-102, “Military Working Dog Procurements,” March 14, 2000

For a summary of this audit, please reference the “Specific Procurements” section of this document.  The Buy American Act was one issue evaluated in this audit.  The audit determined that recent military working dog procurements by the 341st Training Squadron complied with the Buy American Act and other procurement laws and regulations.

IG DoD Report No. 99-023, “Procurement of Military Clothing and Related Items by Military Organizations,” October 29, 1998

Contracting officers at 12 organizations procured military clothing and clothing items for civilian employees that were manufactured abroad without determining, as appropriate, whether items manufactured in the United States or a qualifying country were available, as required by the Buy American Act, or items manufactured in the United States were available, as required by the Berry Amendment.  As a result, the contracting officers awarded 16 contracts valued at 

$1.4 million to contractors supplying items manufactured abroad that may have been available from contractors supplying items manufactured in the United States.  The Air Force, in a separate review, identified an additional 27 contracts for items valued at about $200,000 manufactured in a nonqualifying country.  A total of 151 of 256 contracts (59 percent) did not include the appropriate contract clause to implement the Buy American Act or the Berry Amendment.  The noncompliance with the Buy American Act and the Berry Amendment resulted in 43 potential violations of the Antideficiency Act.

Commercial Items:

Commonly Reported Problems with Commercial Items:

· As a result of low participation in the pilot program to treat procurements of certain commercial services as commercial items, Congress may not obtain the expected information from the pilot program.

· The use of commercial item contracts for applied research is inappropriate.

Synopses of Findings Related to Commercial Items:

IG DoD Report No. D-2002-061, “Pilot Program to Treat Procurements of Certain Commercial Services as Commercial Items,” March 13, 2002

Only two DoD Components, the Army and Washington Headquarters Services, are participating in the pilot program.  The two participating components were in the program planning stages and had not awarded contracts under the pilot program.  As a result of the low participation rate, Congress may not obtain the expected information from the pilot program.  The management controls that we reviewed were effective in that no material management control weakness was identified.
IG DoD Report No. D-2001-051, “Use of Federal Acquisition Regulation Part 12 Contracts for Applied Research,” February 15, 2001

The Office of the Under Secretary of Defense for Acquisition, Technology, and Logistics and the Defense Advanced Research Projects Agency have made different attempts over the last 3 years to inappropriately use FAR Part 12 contracts to acquire applied research.  The lack of a commercial market and established catalog and market prices for applied research, and difficulties in determining fair and reasonable prices for services that do not exist in the marketplace makes the use of commercial item contracts for applied research inappropriate.  The Director, Defense Procurement, and the Defense Contract Audit Agency have advised the Office of the Under Secretary of Defense for Acquisition, Technology, and Logistics and the Defense Advanced Research Projects Agency that the use of commercial item contracts for applied research is inappropriate.  The Office of the General Counsel also provided the same advice to the Office of the Under Secretary of Defense for Acquisition, Technology, and Logistics.  DoD has multiple acceptable strategies to engage in applied research with traditional DoD contractors and new contractors that have never performed DoD work.  DoD can use FAR contracts and, when appropriate, can waive Cost Accounting Standards and Truth In Negotiations Act requirements.  DoD can also use grants, cooperative agreements, and other transactions that are not subject to the FAR and most procurement statutes.  Despite these alternatives, the Directorate of Contracting at Fort Huachuca, Arizona, inappropriately awarded the contractor, in August 2000, a FAR Part 12 firm-fixed-price (variable outcome) contract for applied research in support of the Defense Advance Research Projects Agency.  The contract did not satisfy the statutory definition of a commercial item and the contract type is not defined in the FAR.

Construction, Maintenance, and Repair:

Commonly Reported Problems with Construction, Maintenance, and Repair:

· The military services did not properly validate and prioritize the requirements for bulk fuel-related military construction and maintenance, repair, and environmental projects.  This increased the risk of submitting incorrect project requirements and priorities for funding.

· Contracts and task orders were not properly awarded or administered for maintenance and repair of real property.  Specifically, personnel did not adequately control and complete contract documents, properly report on contractor performance, adequately document end of fiscal year task order awards, provide adequate job order contract oversight, report contract actions in a timely and complete manner, and have current standard operating procedures for contracting functions.

Synopses of Findings Related to Construction, Maintenance, and Repair:

IG DoD Report No. D-2002-137, “Bulk Fuel Infrastructure Military Construction and Maintenance, Repair, and Environmental Project Review Process:  Navy,” August 9, 2002

Although the 4 bulk fuel-related military construction and 72 maintenance, repair, and environmental projects valued at $98.3 million were valid requirements, the Navy did not properly validate and prioritize the requirements for each project in accordance with Navy and DoD guidance.  The absence of validation reviews at the installation, major claimants and Service Control Point levels for all projects increased the risk of the Navy submitting bulk fuel-related military construction projects that are incorrectly prioritized, and bulk fuel-related maintenance, repair, and environmental projects with incorrect requirements and priorities to the Defense Energy Support Center for funding.  Establishing policies and procedures to properly review, validate, and prioritize Navy bulk fuel-related military construction and maintenance, repair, and environmental project requirements should minimize the risk of submitting incorrect project requirements and priorities to the Defense Energy Support Center for funding.

IG DoD Report No. D-2002-077, “Bulk Fuel Infrastructure Military Construction Project Review Process:  Air Force,” April 3, 2002

Air Force installation and major command personnel approved requirements at the activities visited for 30 bulk fuel-related maintenance, repair, environmental (MR&E) projects.  Project requirements were accurate and necessary.  However, MR&E projects were not reviewed, approved, and prioritized by an Air Force Service Control Point before being submitted to the Defense Energy Support Center for funding approval in accordance with DoD regulations.  The Air Force did not have a Service Control Point for reviewing fuel-related infrastructure requirements until October 1, 2001, when the Air Force Petroleum Office was established.  

Air Force Petroleum Office personnel stated that they planned to implement procedures for reviewing, approving, and prioritizing Air Force MR&E project requirements in accordance with DoD guidance.

Air Force installation and major command personnel approved and validated requirements for three bulk fuel-related MILCON projects at McChord Air Force Base and Hurlburt Field, 

Eglin Air Force Base, valued at $17 million.  However, requirements for a $2.5 million bulk fuel storage MILCON project at Duke Field, Eglin Air Force Base, were inaccurate and unsupported.  As a result, Air Force Reserve Command personnel submitted inaccurate and unsupported MILCON project requirements to the Installation Planning and Review Board, Defense Energy Support Center, for funding consideration.  The Air Force has taken corrective action to properly identify and validate the fuel-related MILCON project requirement at Duke Field.  In 

October 2001, Headquarters, Air Force Reserve Command submitted a new Military Construction Project Data form (DD Form 1391) that accurately documented the Duke Field requirement.  We believe that the revised form clearly stated the minimum fuel requirement to be supported by the MILCON project and gave the Defense Energy Support Center the accurate and necessary data for determining whether the infrastructure request should be considered for funding approval.  However, unless the Air Force takes corrective action to improve the requirements validation process, nonessential or unnecessary projects could be considered for future funding.

IG DoD Report No. D-2002-021, “Maintenance and Repair Type Contracts Awarded by the U.S. Army Corps of Engineers Europe,” December 5, 2001

U.S. Army Corps of Engineers Europe and U.S. Army, Europe Directorates of Public Works personnel did not properly award and administer contracts and task orders for the maintenance and repair of real property in Germany.  U.S. Army Corps of Engineers Europe and U.S. Army, Europe Directorates of Public Works did not:

( adequately control and complete contract documents,

( properly report on contractor performance,

( adequately document end of fiscal year task order awards,

( provide adequate job order contract oversight,

( report contract actions in a timely and complete manner, and

( have current standard operating procedures for contracting functions.

During the period of FY 1998 through 2000, we identified one or more deficiencies on 174 of the 195 task orders reviewed.  As a result, the rights of the Government were not adequately protected, and there was an increased potential for fraud, waste, and mismanagement for about $50 million in job order contracts and multiple award task order contracts for real property maintenance in Germany.

IG DoD Report No. D-2001-134, “Bulk Fuel Infrastructure Military Construction Project Review Process:  Pacific,” June 4, 2001

Major command personnel approved requirements for 40 maintenance, repair, and environmental projects, valued at $16.1 million, but could not demonstrate that the projects were properly validated in accordance with DoD guidance.  Report No. D-2001-040, Bulk Fuel Infrastructure Maintenance, Repair, and Environmental Project Review Process:  Pacific, January 30, 2001, addressed that issue and recommended corrective actions.  The implementation of those corrective actions will ensure proper validation of future maintenance, repair, and environmental project requirements.

Headquarters, Pacific Air Forces personnel approved and validated four bulk fuel-related MILCON projects at Hickam, Eielson, and Elmendorf Air Force Bases.  However, requirements for a $26 million bulk fuel storage MILCON project at Elmendorf Air Force Base were inaccurate and unnecessary.  As a result, the Installation Planning and Review Board, Defense Energy Support Center, considered a $26 million MILCON project that was not necessary to support operational requirements.  In June 2000, the Elmendorf Air Force Base project was categorized as a high priority for the FY 2004 Defense Logistics Agency MILCON Program.  Although the project was deferred, it was not cancelled.  The Joint Petroleum Office, 

U.S. Pacific Command, must cancel the $26 million unnecessary bulk fuel storage project so that the funds may be put to better use.  In addition, the Joint Petroleum Office, U.S. Pacific Command, must take corrective action to improve the MILCON project requirements review and validation process to prevent misuse of future funds.  The management controls that we reviewed were not effective in that a material management control weakness was identified.
IG DoD Report No. D-2001-104, “Bulk Fuel Related Projects at Naval Station Rota and Moron Air Base, Spain,” April 19, 2001

Maintenance, repair, and environmental projects valued at $21.2 million at Naval Station Rota and Moron Air Base, Spain, were adequately supported.  Military construction projects at Naval Station Rota for $92 million were supported as strategic en route requirements.  However, fuel-related military construction project requirements for Moron Air Base were inaccurate.  The Defense Logistics Agency approved and funded a $14 million fuel-related military construction project at Moron Air Base that was not necessary to support strategic en route requirements.  In addition, unless the U.S. European Command establishes and implements procedures to review, validate, and prioritize project requirements, the Defense Logistics Agency cannot maximize the use of available funds to ensure that the highest priority DoD projects successfully compete for funding.  The management controls that we reviewed were not effective in that a material management control weakness was identified.

IG DoD Report No. D-2001-040, “Bulk Fuel Infrastructure Maintenance, Repair, and Environmental Project Review Process:  Pacific,” January 30, 2001

Headquarters, Pacific Air Forces, personnel approved a bulk fuel-related MR&E project at Misawa Air Base but could not demonstrate that project requirements were properly validated.  As a result, the Defense Energy Support Center approved a $1.13 million MR&E project that may not have been necessary to support operational requirements.  In addition, unless the 

Air Force, the U.S. Pacific Command Joint Petroleum Office, and the Defense Energy Support Center take corrective action to improve the project requirements review and validation process, additional funds could be used on nonessential or unnecessary projects in the future.  In 

July 2000, Defense Energy Support Center personnel canceled the project before any funds had been spent.
IG DoD Report No. D-2001-006, “Bulk Fuel Storage Requirements for Maintenance, Repair, and Environmental Projects at Fort Hood, Texas,” October 23, 2000

The Army funded six bulk fuel storage maintenance, repair, and environmental projects at 

Fort Hood for FY 1998 that were not supported by valid project requirements.  As a result, the Army spent $3.24 million to replace bulk fuel storage tanks that were not justified by fuel inventory requirements.  Unless the Army improves the requirements review and validation process, additional funds could be used on nonessential or unnecessary projects in the future.  In addition, the Defense Energy Support Center plans to outsource the operations and maintenance of the Fort Hood fixed-fuel facilities, to include facilities that are not justified by fuel inventory requirements and that are not used for issuing and receiving fuel.
IG DoD Report No. D-2001-003, “Bulk Fuel Storage and Delivery Systems Infrastructure Military Construction Requirements for Japan,” October 13, 2000

The requirement for four proposed military construction projects for the construction of seven bulk fuel storage tanks in Japan were valid, but the Service Components and the United States Forces Japan could not demonstrate that they had evaluated or pursued the potential for using the host nation relocation program.  Those projects are no longer viable candidates for host nation relocation funding because of the lengthy approval process.  The supporting economic analysis for any future military construction proposals need to document the full consideration and pursuit of funding alternatives, especially host nation support.
IG DoD Report No. D-2000-164, “Bulk Fuel Storage and Delivery Systems Infrastructure Requirements for Yakima Training Center, Washington,” July 20, 2000

The Army funded and contracted for construction of a bulk fuel storage MILCON project at the Yakima Training Center that was not supported by valid requirements.  As a result, the Army is spending $3.8 million to construct bulk fuel storage capacity that will be excess unless potential additional requirements are validated.
Contract Administration:

Commonly Reported Problems with Contract Administration:

· Quality deficiency reporting procedures were inadequate.  The military services were not effectively reporting and tracking repair parts and were not removing the nonconforming items from inventory.  In addition, there was no assurance that items reentering the inventory were screened to ensure that they were not nonconforming.  Overall, databases were inaccurate, oversight was lacking, communication between entities was broken down, and spare parts inventories had many potentially nonconforming items.

· The DoD review of flight safety critical threaded fasteners and components was not comprehensive enough to support the conclusion that no flight safety problem existed with nonconforming fasteners and components in the DoD inventory.

· The Defense Logistics Agency product verification program, specifically the product test selections and the use of test results, needed improvement.  Random product test selections did not include all products available for testing at all depots.  For nonrandom testing, the Product Verification Office did not fully consider management’s quality priorities and initiatives in test planning.  In addition, test failures were not consistently investigated and required actions on test failures were not always taken.

· The Defense Logistics Agency did not fully implement the Customer Returns Improvement Initiative Program.  Therefore, all depots could not screen and suspend potentially nonconforming assets received through customer returns.

Synopses of Findings Related to Contract Administration:

IG DoD Report No. D-2002-097, “Contract Administration Services Function at Edwards Air Force Base,” June 4, 2002

Air Force retention of the contract administration services at the Flight Test Center was appropriate and the allegations were not substantiated.  The Air Force decision to retain the contract administration function at the Flight Test Center is not in violation of Defense Management Report Decision 916.  The Flight Test Center only administers that portion of contracts that pertain to developmental flight test activities and only for the duration of the developmental test.  The Defense Contract Management Agency performs only acceptance testing and has no experience in supporting developmental flight-testing.  The Defense Contract Management Agency officials acknowledged that they cannot ensure the availability of experienced staff.  In addition, officials at the Flight Test Center stated that the transfer of the function would increase potential safety and program cost risk if there are delays or impacts to flight test schedules.  The alleged costs avoidance were an unsubstantiated estimate that 

25 Flight Test Center employees would be transferred to the Defense Contract Management Agency at an average annual personnel cost of $60,000.  If these functions were transferred from the Flight Test Center, the costs to perform the function would transfer from the Air Force to the Defense Contract Management Agency and DoD would realize no cost reduction for the contract administration services function.  Therefore, there is no valid reason to transfer the contract administration services function from the Flight Test Center to the Defense Contract Management Agency.
IG DoD Report No. D-2002-080, “Quality Deficiency Reporting Procedures for Naval Repair Parts,” April 5, 2002

The Navy Nuclear and Submarine Product Quality Deficiency Programs were effectively managed for tracking and reporting deficient repair parts.  However, other Navy and Marine Corps elements were not effectively reporting and tracking repair parts and were not removing the nonconforming items from inventory.  In addition, there was no assurance that items reentering the inventory were screened to ensure that they were not nonconforming.  Overall, databases were inaccurate, oversight was lacking, communication between entities was broken down, and spare parts inventories had as many as 1.4 million potentially nonconforming items valued at $345 million.

The Naval Air Systems Command’s current staffing shortages, coupled with the lack of emphasis and oversight, contributed to overall ineffective management of the quality deficiency reporting program.  As a result, potentially nonconforming items, valued at as much as 

$163 million and involving as many as 138,000 individual items, were not screened, nor given consideration for removal from inventory (Finding A).

Quality assurance staff at the Naval Inventory Control Point, Mechanicsburg, Pennsylvania, did not establish management control procedures to ensure that Naval Sea Systems Command-managed items that were previously identified as nonconforming were removed from Navy depots and supply inventories.  As a result, as many as 331,000 potentially nonconforming items, valued at as much as $66 million, were either issued to or remained available for issue to Navy users (Finding B).

Procedures to identify, investigate, and resolve nonconforming items procured with contractor warranties were ineffective at the Marine Corps Logistics Base, Albany, Georgia.  The Marine Corps has no assurance that nonconforming items procured with contractor warranties were corrected or eliminated from inventory.  In addition, the Marine Corps may have as many as 8,800 items in inventory or in use with a procurement value of as much as $87 million that are deficient and unreliable (Finding C).

Finally, during the period of February 2000 to August 2001, the Navy did not ensure that nonconforming Defense Logistics Agency-managed items were posted to the Defense Distribution Depots logistical database for screening or removal.  As a result, as many as 965,000 potentially nonconforming items, valued at as much as $29 million, purchased from 

372 contracts were not screened, removed, or prohibited from reentry into the DoD supply system (Finding D).
IG DoD Report No. D-2001-150, “DoD Review of Flight Safety Critical Threaded Fasteners and Components,” June 25, 2001

The DoD Review was not comprehensive enough to support the conclusion that no flight safety problem existed with nonconforming fasteners and components in the DoD inventory.  DoD only tested a sample of 19 different flight safety critical threaded fastener national stock numbers available in the Air Force inventory out of the 350 used by the Air Force and tested none of the flight safety critical threaded components used by the Air Force.  The Air Force sample showed that 10 of the 19 national stock numbers tested, or 53 percent, had nonconforming flight safety critical threaded fasteners.  Further, the review report did not disclose that the chief engineers responses to the Air Force letter on form, fit, and function on nonconforming fasteners showed that three of the six weapons systems chief engineers would not recommend accepting the nonconforming fasteners for use on their weapon system.  DoD did not test any of the flight safety critical threaded fastener national stock numbers or any flight safety critical components in the Defense Logistics Agency, the Army, and the Navy inventories.  In addition, although the quality assurance procedures used by the Defense Logistics Agency and the Services were reviewed, the implementation and results of those procedures were not verified to determine if they operated as intended.
IG DoD Report No. D-2001-054, “Defense Logistics Agency Product Verification Program,” February 21, 2001

The Defense Logistics Agency product test center planning procedures were logical and in conformance with test objectives.  Testing was conducted using contract specifications and objectives, appropriate test equipment was used, and suspected deficiencies were evaluated. However, the product test selections and the use of test results needed improvement.  Random product test selections did not include all products available for testing at all depots.  For nonrandom testing, the Product Verification Office did not fully consider management’s quality priorities and initiatives in test planning.  As a result, funds for product testing were not used in the most efficient manner and DoD lacked sufficient assurance that some critical products would perform as expected (Finding A).

For two of the three Defense Supply Centers, test failures were not consistently investigated and required actions on test failures were not always taken.  Inconsistent adjudication and ratings of test results hindered the two Defense Supply Centers from resolving contractor issues for 

36 percent of the 231 FY 1999 tests we reviewed, inflated quality ratings for as many as 

54 contractors and allowed potentially nonconforming products to remain available for issue (Finding B).
IG DoD Report No. D-2001-002, “Defense Logistics Agency Customer Returns Improvement Initiative Program,” October 12, 2000

The Defense Logistics Agency did not fully implement the Customer Returns Improvement Initiative Program.  Therefore, all depots could not screen and suspend potentially nonconforming assets received through customer returns.  The Defense Supply Centers did not regularly transmit listings of nonconforming assets to the depots that participated in the program, nor did they consistently provide all necessary information to distinctly identify the assets.  As a result, as many as 28 percent of the Defense Logistics Agency’s returned assets, comprised of over 176,000 individual supplies and spare parts that had been identified as potentially defective and returned to the depots, were not screened and could be reissued to customers without qualification.  Conversely, the lack of detailed information on nonconforming assets forwarded to the depots may have resulted in some assets being unnecessarily suspended.

IG DoD Report No. D-2000-108, “Radioactive Material Containment Bags,” 

March 22, 2000

The allegations were not valid.  The Navy properly administered the three contracts with Defense Apparel Services for polyvinyl chloride bags.  The Navy used the same quality assurance and inspection procedures for Defense Apparel Services and another polyvinyl chloride bag manufacturer.  The Navy demand for polyvinyl chloride bags justified the number of bags that the Naval Inventory Control Point ordered from Defense Apparel Services in 1996.  The Navy had not specified, accepted, or used polyvinyl chloride material in radioactive material containment bags that had inherent defects.

Contract Closeout:

Commonly Reported Problems with Contract Closeout:

· DFAS and DoD Components did not take sufficient actions to fund payments on outstanding contract invoices that would permit closing contracts.

· There were weaknesses in the closure process, including inadequate monitoring of contracts that could be closed, inattention to closure requirements, erroneous data about contracts available for closure, lack of coordination, lack of sufficient funding, a shortage of personnel, and untimely contractor input.

Synopses of Findings Related to Contract Closeout:

IG DoD Report No. D-2002-076, “Funding Invoices to Expedite the Closure of Contracts

Before Transitioning to a New DoD Payment System,” March 29, 2002

DFAS and DoD Components did not take sufficient actions to fund payments on outstanding contract invoices that would permit closing contracts.  DFAS Columbus did not notify DoD Components timely that funding was needed to close contracts where original funding had been canceled.  Also, DoD Components were not providing timely current-year funding to DFAS.  The Mechanization of Contract Administration Services (MOCAS) records showed that 

3,954 contracts could require as much as $97 million in current-year funding to pay invoices and close the contracts.  Two of the invoices have required funding since 1993.  Unless improvements are made, DoD will have a large number of contracts requiring current-year funds when it begins the transfer of MOCAS data to the new payment system.  This could adversely affect its orderly transition.  Additionally, the DoD incurred unnecessary costs because of the untimely payments for those invoices awaiting funds, to include approximately $215,429 in prompt payment interest penalties on invoices we reviewed.
IG DoD Report No. D-2002-027, “Closing Overage Contracts Prior to Fielding a New DoD Contractor Payment System,” December 19, 2001

DoD made progress and closed about 30,393 overage contracts from February 2000 to 

March 2001.  However, another 26,610 contracts became overage during that period.  Based on the closure rate overage contracts achieved during the February 2000 to March 2001 period, we estimate that it will take at least 6 years for DoD to close all remaining overage contracts.  To accelerate the closure of contracts, additional actions were needed.  Our judgmental sample of 

80 contracts showed that there were weaknesses in the closure process, including inadequate monitoring of contracts that could be closed, inattention to closure requirements, erroneous data about contracts available for closure, lack of coordination, lack of sufficient funding, a shortage of personnel, and untimely contractor input.  Unless improvements are made and additional resources applied, DoD will have a significant number of overage contracts when it begins the new payment system, which could adversely affect its orderly transition.

Contract Payments:

Commonly Reported Problems with Contract Payments:

· Adequate contractor records that would ensure the Government received proper credit for its share of contributed pension assets under several of the pension plans transferred to a defense contractor did not exist.  The Government is at risk of either overpaying or not receiving proper credit for certain contributions made to the pension funds.

· DFAS field sites did not implement effective and consistent internal controls to detect and correct improperly supported or erroneous payments.  In addition, access to the Computerized Accounts Payable System (CAPS) was not adequately controlled and monitored.

· The progress payment policy established by the Under Secretary of Defense (Comptroller) in August 1998 and the Defense Federal Acquisition Regulation Supplement policy for payment instructions were not adequately implemented for some fixed-price contracts with multiple appropriations.  In addition, DFAS did not follow the payment instructions on progress payments on some contracts with payment instructions provided by contracting officers.

· Additional measures are needed to effectively reengineer transportation freight operations to ensure DoD consistently meets contractual agreements to avoid late payment charges; to ensure that electronic commerce application contracts specify the requirements for ensuring compliance with established system security and management control requirements; and to ensure that approval of carrier payments is performed by a Government, not contractor, employee.

· DFAS did an inadequate job of debt collection from contractors in the debt collection cases examined.  In addition, the List of Contractors Indebted to the United States, prepared by DFAS, was not accurate.

· Electronic document management access controls were not sufficient and could not provide reasonable assurance that data accumulated electronically and used by         DFAS Columbus were secure.

· DFAS personnel did not completely or accurately post all contract modifications, obligations, or disbursements.

· DoD needed to ensure that group insurance costs charged to Government contracts are reasonable and tested according to regulatory guidance and that information on service organizations is obtained and evaluated.

Synopses of Findings Relating to Contract Payments:

IG DoD Report No. D-2002-145, “Effect of the Raytheon Defense Business Acquisitions on Pension Plans and DoD-Funded Pension Assets,” September 11, 2002

Adequate contractor records that would ensure the Government received proper credit for its share of contributed pension assets under several of the pension plans transferred to the Raytheon Company did not exist.  The Government is at risk of either overpaying or not receiving proper credit for certain contributions made to the pension funds.  The Defense Contract Management Agency (DCMA) should request that the Raytheon Company and Raytheon’s certified public accounting firm correct their respective financial reports for the E-Systems Salaried Plan to report the unauthorized withdrawal of $7.9 million.  The Defense Contract Audit Agency (DCAA) should also review and verify the E-Systems Supplemental Executive Retirement Plan asset balances and record the balances in the E-Systems permanent audit file; review and verify the Texas Instruments pension plan asset balances and record the balances in the Texas Instruments permanent audit file; determine the cost impact to the Government that Hughes caused by not properly segmenting the pension assets transferred as a result of the General Dynamics acquisition in 1992; determine the cost impact to the Government that Hughes caused by not properly segmenting the newly created Direct TV segment from the Government segments in 1994; and revise the pension audit guidance program to require that periodic reviews of Cost Accounting Standard 413.50(c)(7) asset balances are performed.
IG DoD Report No. D-2002-056, “Controls Over Vendor Payments Made for the Army and

Defense Agencies Using the Computerized Accounts Payable System,” March 6, 2002

DFAS field sites did not implement effective and consistent internal controls to detect and correct improperly supported or erroneous payments.  As a result, DFAS made at least 

$13.2 million in duplicate payments, an estimated 30,584 payments in the wrong amounts, and other vendor payments that did not comply with 5 Code of Federal Regulations Part 1315 (Finding A).

Access to the two versions of the Computerized Accounts Payable System (CAPS) was not adequately controlled and monitored.  System access controls did not properly segregate duties, access to payment functions was not consistently assigned to payment technicians at DFAS field sites, and remote users were given inappropriate access to CAPS for Windows.  As a result, the system was susceptible to improper and unauthorized use and individual users could circumvent the requirements of 5 Code of Federal Regulations Part 1315 (Finding B).

DFAS field sites frequently made erroneous payments and other payments that were not fully supported by proper documents.  We estimate that 181,406 of the 236,940 vendor payments made by DFAS field sites for the Army and Defense agencies from May 1 through July 31, 2000, lacked at least one element of support required by 5 Code of Federal Regulations 

Part 1315.  We also estimate that 30,584 payments were in the wrong amounts.  As a result, DoD managers assumed an increased risk that payments were not being made in compliance with the Prompt Payment Act.  In addition, resources were diverted from their intended use due to efforts to correct duplicate payments and other erroneous payments (Finding C). These deficiencies constitute a material control weakness.
IG DoD Report No. D-2002-008, “Controls Over the Computerized Accounts Payable System at Defense Finance and Accounting Service Kansas City,” October 19, 2001

DFAS Kansas City took actions to systematically segregate access within the Computerized Accounts Payable System for Windows CAPS(W).  However, two systems management personnel had unrestricted access to CAPS(W) and other system users performed functions that required further segregation.  When coupled with other system deficiencies and control weaknesses, CAPS(W) was vulnerable to improper and unauthorized use (Finding A).

DFAS Kansas City made 17,983 payments from May 1 through July 31, 2000, and approximately 16,605 of these payments did not meet all the documentation or other requirements imposed by OMB regulations implementing the Prompt Payment Act.  The fact that a payment was not supported did not mean that the payment was invalid or fraudulent, but indicated management’s failure to enforce the requirements necessary for proper support.  As a result, DFAS and Marine Corps managers assumed an increased risk that payments were not being made in compliance with the Prompt Payment Act and that improper payments may have been made (Finding B).

The structure and business practices of the vendor payment office at DFAS Kansas City did not provide efficient and effective controls over vendor payments.  As a result, DFAS Kansas City did not ensure that improperly supported and erroneous payments would be detected and corrected before payment (Finding C).
IG DoD Report No. D-2001-188, “Revised DoD Progress Payment Practices,” 

September 27, 2001

The progress payment policy established by the Under Secretary of Defense (Comptroller) in August 1998 and the Defense Federal Acquisition Regulation Supplement policy for payment instructions were not adequately implemented for 82 fixed-price contracts with multiple appropriations.  Specifically, for six of the nine contracts that met the Comptroller criteria for payment instructions, Defense Contract Management Agency administrative contracting officers did not provide payment instructions to DFAS.  In addition, for 76 of 138 contracts that met the Defense Federal Acquisition Regulation Supplement criteria for payment instructions, contracting officers did not include the required instructions.  As a result, for the 82 fixed-price contracts with estimated total progress payments of $915.6 million, progress payments will not be distributed to appropriations based on the best estimates of the specific work performed under the contract using available information (Finding A).

DFAS did not follow the payment instructions on 20 of 63 progress payments on the 7 contracts with payment instructions provided by contracting officers.  As a result, approximately 

$39.7 million in progress payment disbursements related to the seven contracts were either inappropriately prorated from multiple appropriations or paid using a different payment methodology from those specifically directed by contracting officers.  Replacing MOCAS with the Defense Procurement Payment System over the next several years will not eliminate the problem because manual payments by DFAS will still be needed to pay according to the instructions provided (Finding B).
IG DoD Report No. D-2001-148, “Automated Transportation Payments,” June 22, 2001

The DoD transportation community’s automated transportation process is already a major improvement from the previous manual process, but additional measures are warranted to effectively reengineer transportation freight operations.

Accounting procedures used to process commercial transportation freight payments through PowerTrack® needed reengineering.  DoD did not optimally streamline its internal procedures to attain the objectives of Management Reform Memorandum No. 15 or to take advantage of the automated efficiencies offered by the PowerTrack service.  Instead, DoD was adapting streamlined automated capabilities to perpetuate less efficient business practices.  DoD was unnecessarily incurring processing costs and late payment charges, and creating problem disbursements as it attempted to annually distribute $1 billion of transportation costs to thousands of lines of accounting.  If DoD revises current accounting procedures to use centrally managed open allotments to fund transportation freight payments, it would better achieve its reform objectives (Finding A).

Controls over security and management of the automated transportation payment process were not adequate to safeguard sensitive information or produce reliable data.  DoD risks exposing data to unauthorized parties and noncompliance with public laws and regulations, operating in a business environment with inadequate management controls, and allowing Transportation Officers to assume responsibilities and associated liabilities more appropriately belonging to the financial community (Finding B).

IG DoD Report No. D-2001-114, “DoD Contractor Debt Collection Process,” May 7, 2001

The Defense Finance and Accounting Service did an inadequate job on debt collection from 

37 large DoD contractors in the debt collection cases examined.  DoD had 204 open debts valued at $39.4 million with 37 large DoD contractors, some of which remained open from the mid-1980s.  We determined that 29 cases for $8.6 million were apparently invalid and there were 

9 cases for $0.4 million where the collection period had lapsed.  We also identified one debt case for $17.8 million was collected by the Department of Treasury but was not subsequently forwarded to the DoD.  The net result was that DoD had not collected $12.6 million in contractor debt.  The amounts due ranged from $25 to $6.4 million.  Implementing the recommendations would allow DoD to collect $12.6 million.  We identified 148 cases to the Defense Finance and Accounting Service during the audit and DoD took some actions to resolve those debts.  If the Defense Finance and Accounting Service fully implements our recommendations, additional monetary benefits will be achieved (Finding A).

The List of Contractors Indebted to the United States, prepared by the Defense Finance and Accounting Service, did not include sufficient data to ensure that disbursing officers could identify payments to administratively offset contractor debt, did not include all eligible contractor debts, included apparently invalid debts, and did not include sufficient data to ensure that debts were removed in a timely manner.  As a result, the List of Contractors Indebted to the United States was not an effective tool to collect contractor debts, and potential administrative offsets were not made against payments to collect contractor debts (Finding B).
IG DoD Report No. D-2001-101, “Controls Over Electronic Document Management,” April 16, 2001

Electronic Document Management access controls were not sufficient and could not provide reasonable assurance that data accumulated electronically and used by DFAS Columbus were secure.  Specifically, DFAS security over Electronic Document Management needed improvement in password management, audit log configuration, Document Capture Center accountability, and convenience scanner control to adequately safeguard the security of electronically stored contractual data.  Further, unless corrective actions are taken, data maintained in Electronic Document Management could be altered or misused without detection.  These Electronic Document Management deficiencies identified in this audit were also identified in an August 1998 Electronic Document Management security test and evaluation performed by DFAS to accredit Electronic Document Management.  However, the DFAS Electronic Document Management program office had the misconception that it did not need to correct all the identified findings after the DFAS Chief Information Officer granted accreditation to the program.  Additionally, because of an administrative oversight, the DFAS Chief Information Officer did not follow up on the reported findings to ensure that they were corrected.
IG DoD Report No. D-2001-090, “Obligations and Duplicate Payments on Air Force Maintenance Contract FA2550-96-C-0003,” March 30, 2001
Defense Finance and Accounting Service Omaha personnel did not completely or accurately post all contract modifications, obligations, or disbursements on this contract.

( Over $2.9 million in erroneous obligations were posted to this contract.

( Fifty-eight disbursements had incorrect fund citations.

( The contractor was paid nearly $530,000 on seven duplicate disbursements.

( There were over $700,000 of unnecessary upward adjustments of obligations posted to this contract.

( Attempts to properly administer and ultimately reconcile this contract were frustrated.

During our review, Defense Finance and Accounting Service Omaha improved controls over posting obligation data and processing disbursements by separating organizational responsibility for vendor payment functions, clarifying vendor pay policy and emphasizing quality control by accounting technicians.  The contractor reimbursed the Defense Finance and Accounting Service Omaha for the seven duplicate payments.
IG DoD Report No. D-2001-029, “General Controls Over the Electronic Document Access System,” December 27, 2000

The Electronic Document Access (EDA) system security controls were not sufficient and could not provide reasonable assurance that EDA data transmitted electronically and used by the Defense Finance and Accounting Service (DFAS) Columbus were secure.  The Joint Electronic Commerce Program Office (JECPO) implementation of EDA and DFAS security for EDA needed improvement.  Unless corrective actions are taken, EDA data could be altered or misused.

IG DoD Report No. D-2000-139, “Controls Over the Integrated Accounts Payable System,” June 5, 2000

The DFAS Denver Center improved controls over the processing of payments by separating organizational responsibility for vendor payment functions, developing access levels in the Integrated Accounts Payable System (IAPS) that corresponded with the segregation of organizational responsibility, and reducing the number of employees with access to IAPS.  The actions taken by the DFAS Denver Center improved management controls; however, further improvements were needed.

Although DFAS Denver Center and the Air Force changed access levels of personnel, controls over IAPS still did not effectively prevent unwarranted and unauthorized system access and ensure adequate audit trails.  As a result, IAPS vulnerabilities had not been minimized, and individuals might be able to circumvent the interest requirements of the Prompt Payment Act (Finding A).

Controls over vendor payment operations did not ensure that vendor payments were properly supported and represented valid payments.  Our review indicated that approximately 176,000 of the 306,939 contract and miscellaneous payments made between April 1 and June 30, 1999, lacked, to various degrees, support required by regulations implementing the Prompt Payment Act.  The determination that a payment was not supported did not mean that the payment was invalid or fraudulent. However, documentation to support payments is a key internal control, and deficiencies in that documentation increase the risk of error and fraud (Finding B).

The internal control structure of vendor payment operations needed further improvements to ensure that documents were adequately controlled and payments were properly supported.  As a result, the DFAS Denver Center could not ensure that improperly supported and erroneous payments would be detected and corrected before payment (Finding C).
IG DoD Report No. D-2000-6-007, Audit Policy and Oversight, “Evaluation of Contractor Accounting and Estimating for Postretirement Benefit Costs and Related DoD Oversight,” August 4, 2000

DoD needed to ensure that group insurance costs charged to Government contracts are reasonable and tested according to regulatory guidance and that information on service organizations is obtained and evaluated.  Also, there was a need for additional rules and regulations covering segment accounting for postretirement benefits.


( The Defense Contract Management Agency needed better criteria for determining the reasonableness of postretirement benefit costs.  Also, DoD reviewers did not always test whether costs were allowable according to regulatory guidance and did not obtain information on service organizations’ controls.  Also, the Agency had not developed a comprehensive joint Group Insurance Review Program.  The deficiencies in review coverage could result in overpayments to DoD contractors for group insurance costs that are not reasonable, allowable, or allocable.  For example, at 2 of the 23 contractors evaluated, we estimated the impact from the deficiencies to be about $4.7 million (Finding A).

( Contractors requested adjustments of previously unfunded postretirement benefit liabilities after segments were closed because of discontinued operations or the sale of a business segment.  The contractors turned to contract appeal boards, and in some instances the courts, to settle claims representing substantial accrued unfunded liabilities that the Government had no contractual obligation to settle.  Although the Federal Acquisition Regulations covered the allowability issues that arose, additional cost accounting standards guidance was needed to address the measurement of costs and the computation of amounts to be adjusted, if any, after a segment closed (Finding B).

DoD Acquisition Workforce:

Commonly Reported Problems with the DoD Acquisition Workforce:

· There have been adverse impacts due to the reduction in the DoD acquisition workforce.

Synopsis of Findings Related to the DoD Acquisition Workforce:

IG DoD Report No. D-2000-088, “DoD Acquisition Workforce Reduction Trends and Impacts,” February 29, 2000

Using the congressional definition of the DoD acquisition workforce, DoD reduced its acquisition workforce from 460,516 to 230,556 personnel, about 50 percent, from the end of 

FY 1990 to the end of FY 1999; however, the workload has not been reduced proportionately.  From FY 1990 through FY 1999, the value of DoD procurement actions decreased from about $144.7 billion to about $139.8 billion, about 3 percent, while the number of procurement actions increased from about 13.2 million to about 14.8 million, about 12 percent.  The greatest amount of work for acquisition personnel occurs on contracting actions over $100,000, and the annual number of those actions increased from 97,948 to 125,692, about 28 percent, from FY 1990 to FY 1999.  The following impacts from acquisition workforce reductions were identified:

( increased backlog in closing out completed contracts (3 organizations),

( increased program costs resulting from contracting for technical support versus using in-house technical support (7 organizations),

( insufficient personnel to fill-in for employees on deployment (1 organization),

( insufficient staff to manage requirements (9 organizations),

( reduced scrutiny and timeliness in reviewing acquisition actions (4 organizations),

( personnel retention difficulty (6 organizations),

( increase in procurement action lead time (1 organization),

( some skill imbalances (9 organizations), and

( lost opportunities to develop cost savings initiatives (2 organizations).

The 14 DoD acquisition organizations anticipated additional adverse effects on performance if further downsizing occurs.

To improve the acquisition process, DoD implemented over 40 reform initiatives over the last 

5 years.  The DoD acquisition organizations improved efficiency in contracting through acquisition reform initiatives, such as using credit cards for processing acquisitions of $2,500 or less, using simplified acquisition threshold procedures for acquisitions of $100,000 or less, and using reengineered acquisition procedures for acquisitions in general.  These improvements helped offset the impact of acquisition workforce reductions and may have increasing beneficial effect as time passes and they are fine tuned.  Nevertheless, concern is warranted because staffing reductions have clearly outpaced productivity increases and the acquisition workforce’s capacity to handle its still formidable workload.  Likewise, there is cause for serious concern in the likelihood of the DoD acquisition workforce losing about 55,000 experienced personnel through attrition by FY 2005 and in the overall disconnects between workload forecasts, performance measures, productivity indicators, and plans for workforce sizing and training.  The Department has recently completed a study of some of these issues and additional action is likely because of the emphasis on human capital in the President’s Budget and Priority Management Objectives for FY 2001.

Fair and Reasonable Prices:

Commonly Reported Problems with Fair and Reasonable Prices:

· Contracting officials lacked valid exceptions from obtaining certified cost or pricing data, did not adequately support price reasonableness, did not challenge items categorized as commercial, used questionable competition as a basis for accepting contractor prices, and relied on unverified prices from prior contracts as the basis for determining that current prices were reasonable.

· Vendors were not abiding by the terms of blanket purchase agreements with the Defense Supply Center Philadelphia that constrained vendors to a 30 percent markup over vendor cost.
· The information on cost or pricing data in the Defense Contract Action Data System (DCADS) was inaccurate and misleading.
· A contractor charged general purpose property and leased facility improvements as direct costs to a contract instead of applying them as indirect costs.  The contractor also charged lease costs for unoccupied office space in a commercial leased facility.  The Army did not require the contractor to conduct a lease analysis for a leased facility.

Synopses of Findings Related to Fair and Reasonable Prices:

IG DoD Report No. D-2001-129, “Contracting Officer Determinations of Price Reasonableness When Cost or Pricing Data Were Not Obtained,” May 30, 2001

Contracting officials lacked valid exceptions from obtaining certified cost or pricing data, and failed to obtain required data in 46 (32 percent) of the 145 contracting actions.  In addition, price analysis documentation did not adequately support price reasonableness in 124 (86 percent) of those 145 actions.  Also contracting officials did not challenge items categorized as commercial, and they accepted prices based on contractor catalogs and price lists without analyses.  Contracting officials used questionable competition as a basis for accepting contractor prices and relied on unverified prices from prior contracts as the basis for determining that current prices were reasonable.  Problems contributing to poor price analysis included an atmosphere of urgency caused by a lack of planning, staffing shortages, the need for additional senior leadership oversight, and a generally perceived lack of emphasis on obtaining cost or pricing data.  As a result, we calculated that 52 of the 124 contract actions in which price reasonableness was not adequately supported were overpriced by about $23.1 million (22.7 percent).  Of the other 72 contract actions, data were inadequate to determine whether overpricing existed.  The Defense Supply Center Richmond was the only organization that did an excellent job analyzing price trends and quality control on pricing actions.  For an 8 month period ending May 2000, the Center identified 3,707 contract actions, totaling $72 million, in which price was determined to be unreasonable, and 682 contract actions, valued at $15 million, where price reasonableness could not be determined.  The urgent purchases were made because delays would effect readiness.  The list of contracts will be used to assist management in developing aggressive strategies to solve and prevent future problems.
IG DoD Report No. D-2001-077, “Buying Program of the Standard Automated Materiel Management System Automated Small Purchase System:  Defense Supply Center Philadelphia,” March 13, 2001

Vendors were not abiding by the terms of blanket purchase agreements with the Defense Supply Center Philadelphia that constrained vendors to a 30 percent markup over vendor cost.  As a result, we projected that 4,105 of 9,733 micro-purchases could have been purchased for an estimated $1.2 million less than the nearly $14 million paid.  If the Defense Supply Center Philadelphia improves management controls on micro-purchases, it could avoid about 

$7.2 million of costs over the 6-year Future Years Defense Program.
IG DoD Report No. D-2001-061, “Waivers of Requirement for Contractors to Provide Cost or Pricing Data,” February 28, 2001

Contracting officials properly justified, and used in appropriate circumstances, waivers of the Truth in Negotiations Act (TINA) requirement to obtain cost or pricing data in an estimated 

189 of the reviewed contract actions, valued at $1.04 billion, where waivers were used.  Contracting officers also ensured fair and reasonable prices for those 189 contract actions.  The procedures that DoD contracting organizations used to process the waivers and to determine fair and reasonable prices were effective and not burdensome (Finding A).

The information on cost or pricing data in the Defense Contract Action Data System (DCADS) was very inaccurate and misleading.  We estimated that 4,264 actions (92.9 percent), valued at $789 million, of 4,590 contract actions were miscoded.  The significant errors grossly inflated the reported number of contract actions in which the requirement for contractors to provide cost or pricing data had been waived.  During the audit, the Director, Defense Procurement, issued guidance requiring the Military Departments and Defense agencies to initiate actions to improve the accuracy of cost or pricing data information (Finding B).

Contracting officers at five contracting organizations did not obtain or waive cost or pricing data for a few contract actions in our sample.  We estimate that this problem applied to 11 actions, valued at $15 million, of the 4,590 contract actions.  Not obtaining cost or pricing data or a waiver resulted in insufficient support for the contracting officers’ determinations that fair and reasonable prices were achieved for the contact actions (Finding C).
IG DoD Report No. D-2000-188, “Contract Management for the National Defense Center of Environmental Excellence,” September 14, 2000

The Concurrent Technologies Corporation charged general purpose property and leased facility improvements as direct costs to contract DAAE30-98-C-1050 instead of applying them as indirect costs.  As a result, the contractor issued purchase orders for $ (proprietary data omitted) in unallowable charges that are not in compliance with Office of Management and Budget Circular A-122, Federal Acquisition Regulation, and Cost Accounting Standards regulations; and the Army cannot be assured of receiving best value for its contract expenditures.  The contractor also has charged lease costs for unoccupied office space in a commercial leased facility in Edgefield, South Carolina (Finding A).
In addition, the Army did not require Concurrent Technologies Corporation to conduct a lease analysis for a leased facility in Largo, Florida.  As a result, the Army cannot be assured of receiving best value for the lease costs and facility construction costs incurred to perform the contract.  Further, Concurrent Technologies Corporation charged lease costs for the commercial facility in Largo, while the facility was under construction and unoccupied by the contractor (Finding B).
General and Flag Officer Quarters (GFOQs):

Commonly Reported Problems with General and Flag Officer Quarters:

· Military family housing offices omitted or improperly classified maintenance and repair costs on General and Flag Officer Quarters (GFOQs) and exceeded the $25,000 statutory limitation on annual maintenance and repair costs for GFOQs.  Therefore, potential Antideficiency Act violations occurred.

· Congressional oversight of improvement projects exceeding $3,000 was circumvented, and management officials made changes to historic quarters without seeking the concurrence of the state historic preservation office.

· Guidance concerning the timely production of reports was not followed, and necessary reconciliations were not performed.

· Military family housing officials incurred questionable GFOQ operations and maintenance costs.  As a result, they lost opportunities to execute higher priority maintenance and repair projects.

· Supporting documentation was not always available to justify the costs recorded.

Synopses of Findings Related to General and Flag Officer Quarters:

IG DoD Report No. D-2002-125, “General and Flag Officer Quarters at Pearl Harbor, Hawaii,” July 1, 2002

Navy family housing officials at Pearl Harbor improperly classified shutter purchases, costing $36,378 for seven GFOQs, as furnishings instead of maintenance and repair in FY 2000.  As a result, Navy accounting for FY 2000 GFOQ costs was understated by at least $36,378, Antideficiency Act violations of $11,554 may have occurred, congressional oversight of improvement projects exceeding $3,000 was circumvented, and Navy officials made changes to historic quarters without seeking the concurrence of the state historic preservation office.  Corrective action includes implementation of existing guidance, an Antideficiency Act investigation, Congressional notification of both corrected GFOQ cost reports and improvement spending, and coordination with the Hawaii state historic preservation office.
IG DoD Report No. D-2002-048, “General and Flag Officer Quarters at Fort Shafter, Hawaii; and Fort McPherson, Georgia,” February 12, 2002

Fort Shafter management controls over GFOQ maintenance and repair costs were adequate.  The housing office at Fort Shafter complied with Army guidance and effectively managed the three GFOQs reviewed.  We identified no cost recording errors for the three GFOQs reviewed.  

Fort McPherson management controls over GFOQ maintenance and repair costs, while adequate, were not fully implemented.  Specifically, guidance concerning the timely production of reports was not followed, and necessary reconciliations were not performed.  The Fort McPherson family housing office had cost recording errors on all nine GFOQs reviewed and exceeded the $25,000 statutory limitation on annual maintenance and repair costs by $1,824 and $2,056 for two GFOQs in FY 2000.  The Fort McPherson reports on GFOQ costs were inaccurate and potential Antideficiency Act violations occurred.
IG DoD Report No. D-2002-020, “General Officer Quarters at Kanoehe Bay, Hawaii; Camp Pendleton, California; and Albany, Georgia,” December 5, 2001

Marine Corps family housing offices at Kaneohe Bay and Camp Pendleton omitted or improperly classified FY 2000 maintenance and repair costs, and exceeded the $25,000 statutory limitation on annual GOQ maintenance and repair costs for three GOQs.  Maintenance and repair costs exceeded the statutory limitation by $1,134 and $2,474 for two GOQs at Kaneohe Bay; and $8,698 for one GOQ at Camp Pendleton.  As a result, the Marine Corps accounting for FY 2000 GOQ costs was understated by $13,356, and potential Antideficiency Act violations may have occurred at Kaneohe Bay and Camp Pendleton (Finding A).  Marine Corps family housing officials at Kaneohe Bay and Albany incurred questionable GOQ operations and maintenance costs totaling $53,081 for FYs 1998 through 2001.  As a result, the Marine Corps family housing offices at Kaneohe Bay and Albany lost opportunities to execute higher priority maintenance and repair projects (Finding B).
IG DoD Report No. D-2001-027, “Navy Management Controls Over General and Flag Officer Quarters Costs,” December 26, 2000

The Navy’s management controls over recording of GFOQ operations and maintenance costs were adequate but were not fully implemented.  Specifically, housing personnel improperly charged operations and maintenance costs at 30 of the 40 GFOQs reviewed.  Additionally, supporting documentation was not always available to justify the costs recorded.  As a result, the Navy’s accounting for GFOQ costs was unreliable.  Consequently, the Navy’s reports on GFOQ costs to the Congress and to the Office of the Secretary of Defense were inaccurate.  Also, statutory, regulatory, or administrative violations may have occurred at six of the seven activities reviewed.
IG DoD Report No. D-2000-071, “Maintenance and Repair of DoD General and Flag Officer Quarters,” January 27, 2000

The Services did not properly fund maintenance and repair projects for general and flag officer quarters.  Specifically:  maintenance and repair spending limitations were exceeded, appropriated budget amounts were exceeded, and regular operation and maintenance funds were used for housing maintenance and repair projects.  This condition occurred because congressional guidance and DoD policies and procedures were not followed.  As a result, funding violations may have occurred on GFOQ projects, congressional reporting requirements were circumvented, and data supplied to the House Appropriations Committee, Surveys and Investigation staff, were inaccurate.

Government Purchase Card Program:

Commonly Reported Problems with the Government Purchase Card Program:

· A summary report of the DoD Purchase Card Program found problems in the following areas:  account reconciliation and certification (88 reports), administrative controls       (70 reports), management oversight (115 reports), property accountability (79 reports), purchase card use (50 reports), purchases (222 reports), separation of duties (22 reports), and training (52 reports).

· Controls over purchase cards were not sufficient to prevent organizations from issuing cards to employees without a valid need.

· Organizations did not limit the number of cardholder accounts and transactions managed by an approving official.

· High spending limits created the potential for inappropriate purchases and could lead to potential violations of the Antideficiency Act if spending exceeded budgeted funds.

· Purchase cards were sometimes used to process inappropriate transactions at blocked businesses.

· Purchases were processed for some card accounts after the accounts were closed.

· Use of convenience checks was not properly monitored to ensure that:  checks did not exceed $2,500; checks were not used to make purchases when the purchase card could have been used; and checks were not used to buy unauthorized items.

Synopses of Findings Related to the Government Purchase Card Program:

IG DoD Report No. 2002-075, “Controls Over Purchase Card Program,” March 29, 2002

The Purchase Card Joint Program Management Office needed to improve oversight and management controls over the 231,856 purchase cards in use and 10.6 million purchases made in FY 2001.  Improved controls were needed over:

( selecting cardholders (29,120 purchase cards were unused for 6 months),

( assigning approving officials (3,463 approving officials oversaw more than 

7 cardholder accounts each and 31 of these approving officials oversaw more than 

100 cardholder accounts),

( setting of spending limits (6,533 cardholder accounts had a monthly spending limit of over $100,000),

( transactions at blocked businesses (over $4 million in transactions appeared to have been made at businesses that should have been blocked by the bank as inappropriate),

( purchases declined by banks (687 cardholder accounts had 10 or more declined purchases in a month),

( purchases made after card accounts were closed (transactions occurred on 390 closed accounts in a month), and

( management of convenience checks (248 of 12,008 checks written in a 20-month period exceeded the $2,500 authorized limit).

These conditions did not necessarily mean that fraud, waste, or mismanagement of purchase cards or checks had occurred.  Some conditions could be data entry errors, but the absence of internal controls increases the risk for fraud, waste, or mismanagement.  Although identified misuse was small in comparison to the volume of annual purchases, controls were not robust and only through more proactive oversight can the DoD ensure the integrity of the program.
IG DoD Report No. 2002-029, “Summary Report - DoD Purchase Card Program Audit Coverage,” December 27, 2001

From FY 1996 through FY 2001, 382 reports were issued on the DoD Purchase Card Program.  The General Accounting Office issued 3 reports; the Office of the Inspector General of the Department of Defense issued 3 reports; the Army Audit Agency issued 32 reports; the Naval Audit Service issued 1 report; the Air Force Audit Agency issued 255 reports; the Defense Agencies Inspector General and Internal Review Offices issued 27 reports; and the Army Internal Review Office issued 61 reports.  The reports address the following systemic issues:

( Account Reconciliation and Certification (88 reports)

( Administrative Controls (70 reports)

( Management Oversight (115 reports)

( Property Accountability (79 reports)

( Purchase Card Use (50 reports)

( Purchases (222 reports)

( Separation of Duties (22 reports)

( Training (52 reports)

Because of its dollar magnitude, the purchase card program is an area requiring continued management emphasis, oversight, and improvement by DoD.  Independent internal audits should continue to be an integral component of management controls.
IG DoD Report No. 2000-159, “U.S. Joint Forces Command Comptroller Division Operations,” June 12, 2000

Our review showed that the processes for budget formulation and execution, for liquidating travel claims, and for the travel and purchase card programs were adequate.  However, the management control program of the U.S. Joint Forces Command Comptroller Division was not adequate.  Consequently, Comptroller Division personnel may not have identified management control weaknesses that require corrective actions.

Industrial Prime Vendor/Total Logistics Support:

Commonly Reported Problems with Industrial Prime Vendor/Total Logistics Support:

· The increased costs associated with improved services and other problems need to be addressed with the Defense Supply Center Philadelphia (DSCP) Industrial Prime Vendor (IPV) contract with Science Applications International Corporation (SAIC) for bench-stock material at the Air Force air logistics centers.  In addition, DSCP did not validate the accuracy of pricing data prior to authorizing spot buy procurements.  As a result, SAIC erroneously charged the air logistics centers $79,698 on spot buy invoices.

· DSCP did not have adequate management controls to ensure that customers were properly charged for pharmaceutical items ordered through its medical prime vendor program.

· DSCP industrial prime vendor program at Cherry Point had not placed sufficient bench-stock material on contract to demonstrate an effective shift to commercial, industrial-base resources as an integrated logistics solution to support Cherry Point.  In addition, the contractor erroneously charged Cherry Point for material on the contract because of problems with unpriced items, units of issue, and contract oversight.  Similar conditions were reported at North Island in Report No. D-2001-072.

· The cost savings, availability, and reliability information used in the business case analysis was based on questionable data and judgments and, therefore, did not support the decision to award the total logistics support contract for aircraft auxiliary power units to Honeywell.

· The Defense Logistics Agency did not effectively negotiate fair and reasonable prices for the C-130 and P-3 blade heaters procured on the Hamilton Standard virtual prime vendor contract.

· Defense Logistics Agency’s virtual prime vendor contract with Hamilton Standard was not the most economical and effective purchasing strategy to obtain spare parts and logistics support.

Synopses of Findings Relating to Industrial Prime Vendor/Total Logistics Support:

IG DoD Report No. D-2002-112, “Industrial Prime Vendor Program at the Air Force Logistics Centers,” June 20, 2002

The Defense Supply Center Philadelphia Industrial Prime Vendor (IPV) contract with Science Applications International Corporation (SAIC) has provided structure and improved availability of bench-stock material at the Air Force air logistics centers; however, the increased costs associated with these improved services and other problems with the existing program need to be addressed.  Problems include not placing sufficient bench-stock material on contract economically to offset additional personnel costs and not using existing depot inventories.  As a result, the IPV Program uses 55 additional personnel to manage bench-stock material at a cost of $4.6 million and will not make use of almost $9 million of available inventory in Defense depots to satisfy program requirements over the next 3 years.  In addition, the current IPV Program was not designed to address problems with the supply infrastructure, contracting methods, administrative lead times, inventory investment, and cost recovery rates associated with most of DoD bench-stock material business.  The Defense Supply Center Philadelphia is working to revise its concept for the IPV Program (Finding A).

The Defense Supply Center Philadelphia did not validate the accuracy of pricing data prior to authorizing spot buy procurements.  As a result, SAIC erroneously charged the air logistics centers $79,698 on spot buy invoices.  Similar conditions were reported at Naval Aviation Depot, North Island in Inspector General of the Department of Defense Report No. D-2001-072, and Naval Aviation Depot, Cherry Point in Inspector General of the Department of Defense Report No. D-2001-171 (Finding B).
IG DoD Report No. D-2002-094, “Pricing of Pharmaceutical Items in the Medical Prime Vendor Program,” May 23, 2002

DSCP did not have adequate management controls to ensure that customers were properly charged for pharmaceutical items ordered through its medical prime vendor program.  DSCP recognized the need for such controls in 1993 and reported a management control weakness in FY 1998, but a computer system upgrade to compare negotiated prices for individual pharmaceutical items with the prices that prime vendors charged customers for the items was not implemented until August 2001.  However, the system upgrade was a work in progress that had not been completely tested and, as implemented, did not provide the required control.  Approximately 91 percent of the items ordered (1,754,127 of 1,924,563) during the 6-month period ending November 2001 were excluded from the price comparison.  As a result, DSCP had

limited assurance that customers were properly charged for pharmaceutical items.
IG DoD Report No. D-2002-059, “Results of the Defense Logistics Agency Strategic Supplier Alliance with Honeywell International, Incorporated,” March 13, 2002

The strategic supplier alliance resulted in three primary contracts for sole source Honeywell items (catalog, build-to-order, and replenishment).  The contracts were designed to address the nature of the demand for different customers and the supplier economics of responding to those demands.  As of September 2001, the 3 contracts covered 594 items with an annual demand of over $26 million.

The DLA/Honeywell strategic supplier alliance contracts provide a significantly more efficient and economical procurement and logistics support strategy for sole-source spare parts than earlier commercial or noncommercial order strategies.  As a result, DLA has been able to improve wait time, reduce inventory, and lower prices for its customers.  Inventory has already been reduced by $9.8 million for the first 221 contract line items on the catalog contract.  Customer prices will be reduced by $59 million for the first 594 items placed on the 3 alliance contracts over the 12-year period of performance (catalog 322 items--$50.7 million, build-to-order 256 items--$4.2 million, and replenishment 16 items--$4.1 million).  Meanwhile, both DLA and Honeywell will be able to realize procurement administrative efficiencies from the long term contracts, and Honeywell will increase its return on investment by providing additional services and earn higher profits if costs are reduced.  As of December 2001, over 1,000 parts had been priced under the strategic supplier alliance, and the goal for 2002 is to price an additional 1,500 to 2,000 parts.

The Director, DLA and Director for Acquisition Initiatives are commended for their efforts in organizing the rapid improvement team that resulted in the strategic supplier alliance with Honeywell.  In addition, the DLA contracting officers and representatives on the DoD pricing team from both DLA and the Defense Contract Audit Agency are commended for their efforts and assistance, which have resulted in shortened wait times, reduced inventory, and lower prices for DoD.

Honeywell management is also commended for its cooperation in providing the DoD pricing team access to cost data for both commercial and noncommercial sole-source items.  Honeywell management also allowed the cost-based pricing process to further improve with “alpha or one-pass pricing.”  The one-pass pricing process allows DoD and Honeywell pricing teams to concurrently reach agreement on cost elements in real time and provides a unique opportunity for DoD to directly impact judgmental decisions made when pricing items.  Honeywell management’s agreement to use the one-pass pricing process dramatically improved the level of trust and cooperation between both parties.
IG DoD Report No. D-2001-171, “Industrial Prime Vendor Program at the Naval Aviation Depot - Cherry Point,” August 6, 2001

The Defense Supply Center Philadelphia industrial prime vendor program at Cherry Point had not placed sufficient bench-stock material on contract to demonstrate an effective shift to commercial, industrial-base resources as an integrated logistics solution to support Cherry Point.  As a result, Raytheon was primarily relying on the Defense supply system for the bench-stock material used to support the program at Cherry Point.  In fact, 82 percent (dollars) and 84 percent (line items) of material supplied by Raytheon came from the Defense supply system.  In short, Raytheon was effectively managing bench-stock material, but was unable to obtain more than 

16 percent of the material from sources other than the Defense Logistics Agency.  Although the industrial prime vendor program provided additional resources to manage bench-stock material at Cherry Point and improve parts availability, the program will not become cost effective unless Raytheon can place sufficient material on contract at economical prices (Finding A).

Raytheon also erroneously charged Cherry Point for material on the contract.  We calculated that Cherry Point was overcharged by $666,883 because of problems with unpriced items, units of issue, and contract oversight.  Raytheon refunded $337,893 to Cherry Point on June 1, 2000.  Similar conditions were reported at North Island in Report No. D-2001-072 (Finding B).
IG DoD Report No. D-2001-072, “Industrial Prime Vendor Program at the Naval Aviation Depot - North Island,” March 5, 2001

The Defense Supply Center Philadelphia industrial prime vendor program at North Island had not demonstrated an effective shift to commercial, industrial-base resources as an integrated logistics solution.  The program had not reduced total logistics costs, improved financial accountability, streamlined the Defense infrastructure, or added value to the Defense supply system.  In addition, other areas such as benefits from competition and participation by small businesses needed to be fully addressed.  We calculated that the industrial prime vendor program cost an additional $287,852 to operate for the last 6 months of CY 1999, when the program was fully operational.  We also determined that because of unit of issue problems when placing items on contract, North Island was over-billed by $572,302 from contract inception to March 2000.  Total program sales (corrected) during the period were about $1.6 million.  In August 2000,

Raytheon provided North Island a check for $368,375 to partially cover the over-billed amount.  In addition, 64 percent (dollars) and 82 percent (line items) of the material supplied on the contract came from the Defense supply system.
IG DoD Report No. D-2000-192, “Results of the Defense Logistics Agency Strategic Supplier Alliance for Catalog Items,” September 29, 2000  (Not available on web site.)
This report addresses the results achieved by the rapid improvement team and the award of the strategic supplier alliance contract with Honeywell for catalog items.  Two future contracts will be awarded for replenishment and rapid build-to-order items as part of the alliance and a subsequent report will be issued addressing replenishment items.

On June 2, 2000, the contracting officer at the Defense Supply Center Richmond awarded a requirements type contract to Honeywell for the initial 34 catalog items.  The contract includes a base period of 3 years with two 3-year option periods.  The contract also has award term provisions that allow the contractor to earn three additional 1 year periods for a total possible contract length of 12 years.  The estimated contract value is $120 million.  The contracting officer plans to add many more parts that DoD buys to the contract.  The contract specifies direct vendor delivery of parts to DLA and its customers, and guarantees shipment within 15 days after electronic receipt of an order by Honeywell.  The contract also requires 24-hour delivery when aircraft are grounded.  Cost-based pricing was used in accordance with Honeywell’s approved estimating system to determine fair and reasonable prices for the sole-source items.  A commercial item determination was not made because of the limited effectiveness using a commercial pricing strategy in a sole-source market.  Cost data (uncertified) was made available to and reviewed by representatives from the Defense Contract Audit Agency and the Defense Contract Management Agency to support cost realism.  The Government agreed to perform a baseline analysis of the contractor’s cost data only once, when an item is placed on the contract.  In turn, Honeywell agreed to performance improvement savings (price reductions) totaling 

10.5 percent starting the fourth year of the contract and continuing for a 6-year period.  Prices for the first 3 years of the contract are fixed and represent a weighted average price that includes escalation.  Prices for the next 6 years will be adjusted for escalation offset by the performance improvement savings, and prices for the last 3 years of the contract will be adjusted for escalation only.

The strategic supplier alliance catalog contract offers a positive opportunity for DLA and Honeywell by providing a significantly more efficient and economical procurement and management strategy for sole-source spare parts than earlier strategies.  For the initial 34 items, shipment times will be reduced from a window of 20-25 days to less than 15 days and DLA inventory stock levels will be reduced from more than $8 million to almost nothing.  In addition, DLA customers’ prices will be reduced between $23 and $40 million for CYs 2000 through 2011.  In fact, DLA prices paid under its commercial contract in CY 1998 were higher than the catalog prices expected in CY 2011.  The contract also provides Honeywell the opportunity to increase its return on investment.  Also, both DoD and the contractor will realize procurement administrative savings because, instead of annually negotiating and procuring the items on different delivery order contracts, there will be only one negotiation and one contract.
IG DoD Report No. D-2000-180, “Commercial Contract for Total Logistics Support

of Aircraft Auxiliary Power Units,” August 31, 2000

The cost savings, availability, and reliability information used in the business case analysis was based on questionable data and judgments and, therefore, did not support the decision to award the total logistics support contract to Honeywell.  Also, the impact of transferring management responsibility for procurement and management of consumable items for selective prime customers from the Defense Logistics Agency to the total logistics support contract was not considered in the business case analysis.  Further, the impact of the total logistics support contract on other ongoing Defense Logistics Agency initiatives such as the industrial prime vendor program, or the Honeywell rapid improvement team, were also not factors in the business case analysis.  During detailed discussions after the draft report was issued, the Navy identified other quantitative benefits of the contract valued at $34.8 million.  Considering these other benefits, we recalculated that the total logistics support contract could cost the Navy an additional $357,555 to $7,223,475 rather than saving $13.98 million over the 10-year contract period.  The additional cost is substantially lower than the $31 million disclosed in the draft report.  However, the cost still represents a loss on the contract instead of the $13.98 million savings claimed in the business case analysis.  The Navy awarded the contract on June 8, 2000.
IG DoD Report No. D-2000-099, “Procurement of the Propeller Blade Heaters for the 

C-130 and P-3 Aircraft,” June 12, 2000

This report addresses pricing problems with the C-130 and P-3 blade heaters.  In 1998, DoD paid $1.4 million for C-130 and P-3 blade heaters.  Both blade heaters are manufactured by 

BF Goodrich and are procured on the Hamilton Standard virtual prime vendor contract through Derco Aerospace, subcontractor to Hamilton Standard.  The Defense Supply Center Richmond awarded and used the virtual prime vendor contract to procure the C-130 blade heaters.  The Defense Industrial Supply Center started using the virtual prime vendor contract to procure the P-3 blade heaters in 1999.  Prior to the virtual prime vendor contract, the P-3 blade heaters were procured directly from BF Goodrich.  In June 1999, United Technologies Corporation acquired Sundstrand Corporation and merged its Hamilton Standard division creating a new company, Hamilton Sundstrand.

The Defense Logistics Agency did not effectively negotiate fair and reasonable prices for the 

C-130 and P-3 blade heaters.  The Defense Logistics Agency supply centers paid Hamilton Standard between $927,483 to $1.0 million or from 123.6 to 147.7 percent more than fair and reasonable prices.  We calculate that the Defense Logistics Agency supply centers can reduce total ownership costs for their customers from between $5.6 to $6.0 million during FYs 2001 through 2006 by using a combination of both cost- and price-based acquisition tools and negotiating a long-term contract using commercial practices with BF Goodrich.

IG DoD Report No. D-2000-098, “Spare Parts and Logistics Support Procured on a Virtual Prime Vendor Contract,” June 16, 2000

We found that the Defense Logistics Agency (DLA) virtual prime vendor contract with Hamilton Standard was not the most economical and effective purchasing strategy to obtain spare parts and logistics support.

DLA customers paid about $x million, or x percent, more than necessary.  DLA can also make better use of $5.1 million of surge funding (warstopper and industrial readiness investment) provided to Hamilton Standard.  We calculated that Warner Robins can reduce costs of the parts by at least $17.1 million for FYs 2001 through 2006 procuring reparable parts using a different type contract.  We calculated that DLA and Air Force can reduce costs for their customers by at least $29.4 million (includes Warner Robins savings) during FYs 2001 through 2006 by jointly negotiating a strategic supplier alliance with Hamilton Sundstrand that uses a tailored purchasing strategy.  (x’s represent data that is considered Hamilton Standard proprietary.)
Information Technology (Acquisition of):

Commonly Reported Problems with Acquisition of Information Technology:

· The Clinger-Cohen Act was not appropriately applied.

· The Fort Sam Houston Information Technology Business Center did not appropriately fund or plan the procurement of the Enterprise Management System and a potential violation of the Antideficiency Act occurred.

· A summary report of audits of information technology acquisitions found problems in the following areas:  inadequate documentation/validation of the system requirements        (13 reports), inaccurate life-cycle cost analysis or incomplete cost data (9 reports), incomplete analysis of alternatives to assure that programs are not duplicative and are most cost effective (8 reports), systems not properly categorized for oversight purposes according to the acquisition criteria established in DoD policy (7 reports), and  incomplete or nonexistent acquisition program baselines to record cost, schedule and performance goals (7 reports).

· The FY 2000 budget submitted by DoD did not comply with House Appropriations Committee Report 105-591 direction to correct information technology funding inconsistencies.  Further, guidance contained in DoD Regulation 7000.14-R, addressing the funding of information technology systems, was inconsistent and unnecessarily broad.  As a result, Operation and Maintenance funds, rather than Research, Development, Test and Evaluation funds, were being budgeted for information technology system development.

Synopsis of Findings Related to Acquisition of Information Technology:

IG DoD Report No. D-2002-152, “Defense Hotline Allegations Concerning the Procurement of the Seat Management Initiative,” September 25, 2002

In the rush to have the General Services Administration award the blanket purchase agreement by November 6, 2001, for the Seat Management initiative, the Office of the Assistant Secretary of Defense (Command, Control, Communications, and Intelligence) inappropriately determined that the requirements of the Clinger-Cohen Act were not applicable to the $452 million blanket purchase agreement ($19 million obligated through February 2002).  However, we did not substantiate the allegation that pressure was present to transfer by January 19, 2001, funding for the FirstGov Web site.  The planning for the Seat Management initiative did not:

( identify the return on investment for Seat Management,

( quantify benefits and risks of Seat Management, and

( prescribe performance measures that would measure how well Seat Management would support DoD programs.

As a result, DoD was unable to assess whether a favorable return on investment and expected performance of the Seat Management initiative were realized on the General Services Administration blanket purchase agreement.  On June 28, 2002, the Office of the Assistant Secretary of Defense (Command, Control, Communications, and Intelligence) terminated the blanket purchase agreement for convenience.  The Assistant Secretary of Defense (Command, Control, Communications, and Intelligence) needs to ensure that future information technology procurements for that office, through the General Services Administration or another Federal agency, comply with statutory and regulatory requirements applicable to DoD.

IG DoD, Report No. D-2001-034, “Army Healthcare Enterprise Management System,” January 16, 2001
The four allegations made to the Defense Hotline were not substantiated.  However, we identified issues related to planning and funding the Enterprise Management System and potential ethics violations.

The Fort Sam Houston Information Technology Business Center did not appropriately fund or plan the procurement of the Enterprise Management System and a potential violation of the Antideficiency Act occurred because they used Army FY 1998 operation and maintenance funds to pay for the Enterprise Management System lease expenses in FYs 1999 and 2000.  In addition, the Information Technology Business Center inappropriately used Army operation and maintenance funds instead of procurement funds to pay for a capital lease and Enterprise Management System installation costs.

The Information Technology Business Center also arranged a questionable lease agreement for the Enterprise Management System and incurred $176,112 in unnecessary finance charges and General Service Administration service costs (Finding A).

Information Technology Business Center supervisors did not adequately identify and address potential ethics violations that occurred during the procurement of the Enterprise Management System.  In addition, Information Technology Business Center employees were placed in a position of increased risk for potential violations of ethics laws and regulations (Finding B).

The Information Technology Business Center had material management control weaknesses over planning and funding of the Enterprise Management System, interagency acquisitions, reporting of employee financial interests, and resolutions of potential conflicts of interest.

IG DoD, Report No. D-2000-162, “Summary of Audits of Acquisition of Information Technology,” July 13, 2000
Acquiring information technology in accordance with Congressional direction and Office of Management and Budget and DoD guidance continues to challenge DoD.  Our analysis of 

30 reports shows that the economy and efficiency with which information technology is acquired varies greatly among DoD organizations.  Within these 30 reports, systemic problems were identified in the following areas:

( inadequate documentation/validation of the system requirements (13 reports),

( inaccurate life-cycle cost analysis or incomplete cost data (9 reports),

( incomplete analysis of alternatives to assure that programs are not duplicative and are most cost effective (8 reports)

( systems not properly categorized for oversight purposes according to the acquisition criteria established in DoD policy (7 reports), and

( incomplete or nonexistent acquisition program baselines to record cost, schedule and performance goals (7 reports).

Further, recurring problems existed in the areas of inadequate system testing, schedule slippage, and the lack of an implementation strategy.  Each of these problems was noted in three reports.  As a result of these systemic and recurring management oversight weaknesses, DoD is acquiring information technology that may not meet the needs of the user, which makes it difficult to meet performance measures; whose true costs are unknown, which makes it difficult to assess return on investment; and that may duplicate existing systems, which is contrary to Congressional direction and the DoD policy of portfolio management.

DoD is attempting to provide the critical management oversight controls called for in the Clinger-Cohen Act and the FY 2000 DoD Appropriations Act by instituting a program of information technology portfolio management.  Adequate implementation of portfolio management by DoD, to include establishment of the necessary internal management controls by the Assistant Secretary of Defense (Command, Control, Communications, and Intelligence), is intended to reduce the instances of the problems noted.
IG DoD Report No. D-2000-114, “Six Information Technology Services Contracts for the Defense Intelligence Community,” April 24, 2000

The Defense Intelligence Agency awarded and used the DoD Intelligence Information System Integration and Engineering Support Contracts in accordance with applicable statutory and regulatory guidance.  The DoD Intelligence Information System Integration and Engineering Support Contracts were an effective and efficient vehicle for providing information technology services to the Defense Intelligence Community.  The Defense Intelligence Agency awarded 

76 firm fixed-price or fixed-price level-of-effort blanket purchase agreement orders valued at 

$53.4 million between June 1998 and October 1999.  The Defense Intelligence Agency management controls were adequate in that we identified no material management control weaknesses in the administration of the DoD Intelligence Information System Integration and Engineering Support Contracts and the award of the blanket purchase agreement orders.

IG DoD Report No. D-2000-063, “Audit of Information Technology Funding in the Department of Defense,” December 17, 1999

The FY 2000 budget submitted by DoD did not comply with House Appropriations Committee Report 105-591 direction to correct information technology funding inconsistencies.  Further, guidance contained in DoD Regulation 7000.14-R, addressing the funding of information technology systems, was inconsistent and unnecessarily broad.  As a result, Operation and Maintenance funds, rather than Research, Development, Test and Evaluation funds, were being budgeted for information technology system development.  During the audit, Under Secretary of Defense (Comptroller) personnel determined that the guidance on funding information technology and automated information systems needed clarification.  Subsequently, on 

October 26, 1999, the Under Secretary of Defense (Comptroller) issued policy that will clarify procedures for funding information technology systems by requiring development and modernization efforts to be budgeted with Research, Development, Test and Evaluation appropriations.

Military Interdepartmental Purchase Requests (MIPRs)/Unliquidated Obligations:

Commonly Reported Problems with Military Interdepartmental Purchase Requests (MIPRs)/Unliquidated Obligations:

(
There were inadequate policies and procedures for processing and funding military interdepartmental purchase requests (MIPRs).

· MIPRs had unliquidated obligations.  Funds were not deobligated and put to better use.

· Processing/posting errors existed and there was insufficient recordkeeping.

· Organizations did not perform the required tri-annual reviews of obligations and did not allocate adequate staff to perform funds management.

· The Army Claims Service may have incurred potential Antideficiency Act violations by transferring and obligating operation and maintenance funds to the General Services Administration without establishing a bona fide need.

Synopses of Findings Relating to Military Interdepartmental Purchase Requests (MIPRs)/ Unliquidated Obligations:

IG DoD Report No. D-2002-110, “Policies and Procedures for Military Interdepartmental Purchase Requests at Washington Headquarters Services,” June 19, 2002

Washington Headquarters Services policies and procedures relating to the use and control of military interdepartmental purchase requests were not adequate.  We judgmentally selected 

30 military interdepartmental purchase requests with unliquidated obligations, totaling 

$25.9 million, processed during fiscal years 1996 through 2000, and 21 had problems.  Specifically, 14 military interdepartmental purchase requests had unliquidated obligations balances totaling $9.4 million and were dormant from 365 to 1,820 days (5 years), 7 military interdepartmental purchase requests had unliquidated obligations that were overstated by a total $2.5 million because disbursement data had not been posted, 4 military interdepartmental purchase requests had unliquidated obligations that were overstated by $4.1 million due to accepting activities’ processing errors, and 5 military interdepartmental purchase requests had potentially invalid unliquidated obligations totaling $2.7 million due to insufficient recordkeeping by the accepting activities.  The Washington Headquarters Services did not perform the required tri-annual reviews of obligations and did not allocate adequate staff to perform funds management.  As a result, Washington Headquarters Services had not taken action to deobligate millions of dollars and put the funds to better use.  Three OSD activities incurred unnecessary service charges totaling $182,762 by transferring funds to other procurement activities on military interdepartmental purchase requests rather than using the Defense Supply Service-Washington.

IG DoD Report No. D-2002-109, “Army Claims Service Military Interdepartmental Purchase Requests,” June 19, 2002

The Army Claims Service did not have adequate policies and procedures for processing and funding military interdepartmental purchase requests.  The Army Claims Service did not appropriately plan or fund about $3.8 million of the $11.6 million it provided to the General Services Administration Information Technology Fund for procurement of support services and information technology.  The Army Claims Service may have incurred potential Antideficiency Act violations on the $3.8 million by transferring and obligating FY 1997 through FY 2000 operation and maintenance funds to the General Services Administration without establishing a bona fide need.

Of the $11.6 million provided to the General Services Administration Information Technology Fund, the Army Claims Service had about $2.8 million remaining or improperly “banked” in the Fund for future requirements.  These funds are potential monetary benefits that may be available for other uses.  The banked funds consisted of about $2.7 million obligated for undefined projects for which a bona fide need was not shown.  The remaining $0.1 million was for three projects involving hardware, software, network integration, and acquisition support and one software development project for which specific requirements were identified, but the funds were not expended in the years of the applicable appropriations.  The Army Claims Service also incurred higher administrative costs by using the General Services Administration rather than partnering with an Army contracting office.  A lack of policy and procedures for processing military interdepartmental purchase requests, inadequate acquisition planning, and questionable year-end spending practices led to the inappropriate handling of funds (Finding A).

The Army Claims Service also inappropriately used $3.3 million of the $11.6 million in operation and maintenance funds for the development of personnel claims software and the torts and affirmative claims software instead of research, development, test and evaluation, and/or procurement funds.  Use of the wrong type of funds occurred, in part, because the guidance on funding information technology projects was unnecessarily broad.  In addition, Army Claims Service was not aware of the guidance from the Under Secretary of Defense (Comptroller) that clarified procedures for funding information technology systems (Finding B).
IG DoD Report No. D-2001-185, “FY 2000 U.S. Army Corps of Engineers Obligations for DoD Component Contracts,” September 21, 2001

Air Force obligations we reviewed with the Corps of Engineers were generally valid.  Our focused review of unliquidated obligations for FY 1998 through FY 2000 constituted 99 percent of the Corps of Engineers available Air Force resources.  The review showed that 96 percent of the obligations and 95 percent of the disbursements reviewed were supported by source documentation.  However, the Corps of Engineers did not always maintain required audit trails to support triannual reviews and obligations were overstated by $991,942.
IG DoD Report No. D-2001-161, “Unliquidated Obligations for Air Force-Funded Projects Administered by the Naval Facilities Engineering Command,” July 26, 2001

The FY 2000 Air Force General Fund Financial Statements included $185.6 million in unliquidated obligations for Air Force-funded construction projects administered by the Naval Facilities Engineering Command.  Review of 13 funding authorizations involving $50.1 million of the $185.6 million showed that undelivered orders and accrued expenditures unpaid, shown in the Standard Accounting and Reporting System - Field Level, were understated by $2.7 million, and disbursements were understated by $8.1 million.  The understatements occurred because of interface problems between the Standard Accounting and Reporting System - Field Level and the Facilities Information System used by the Navy.  In addition, Navy field organizations did not complete required triannual reviews of unliquidated obligations.  As a result, information in the Standard Accounting and Reporting System - Field Level was not reliable for either management purposes or financial reporting, and the FY 2000 Air Force General Fund Financial Statements contained errors.

IG DoD Report No. D-2000-104, “Controls Over Obligations at Washington Headquarters Services,” March 22, 2000

Improvements were needed in promptly recording new obligations in the accounting system, reviewing the accuracy of the reported unliquidated obligations, and maintaining unpaid obligation balances for each canceled appropriation account, specifically:

( WHS accounting records used for reporting $1.3 billion in unliquidated obligations as of June 30, 1999, were unreliable.  Review of $46.7 million of the $1.3 billion in unliquidated obligations showed that $22.4 million were not valid, and current information was not available to support $13.6 million.  Also, Washington Headquarters Services did not maintain a perpetual general ledger controls balance of unliquidated obligations for closed appropriation accounts.  As a result, there was an increased risk that the reported balance of $1.3 billion in unliquidated obligations was not accurate and the lack of information for unliquidated obligations for closed appropriation accounts could prevent Washington Headquarters Services from tracking valid unpaid obligations for those accounts (Finding A).

( The Washington Headquarters Services accurately recorded obligations sampled and maintained adequate supporting documentation for those obligations.  However, Washington Headquarters Services did not always promptly record obligations in its accounting system.  Analysis of $100 million of the $1.5 billion in obligations recorded during the first 9 months of FY 1999 showed that Washington Headquarters Services did not record $31 million within 

10 days of their execution.  As a result, reported obligations may not be complete (Finding B).

Multiple Award Contracts:

Commonly  Reported Problems with Multiple Award Contracts:

· Contracting organizations did not provide all multiple award contractors a fair opportunity to be considered.
· Contracting officers awarded task orders without regard to price even though price was not a substantial factor in the selection of vendors for the initial multiple award contract.

Synopses of Findings Related to Multiple Award Contracts:

IG DoD Report No. D-2001-189, “Multiple Award Contracts for Services,” 

September 30, 2001

Contracting organizations continued to direct awards to selected sources without providing all multiple award contractors a fair opportunity to be considered.  We found that 304 of 423 task orders (72 percent) were awarded on a sole-source or directed-source basis of which 264 were improperly supported.  As a result, DoD was not obtaining the benefits of sustained competition and the reduced costs envisioned when Congress provided the authority for multiple award contracts.  Only 119 of 423 task orders were competed and only 82 (69 percent) of these orders received multiple bids.
IG DoD Report No. 99-116, “DoD Use of Multiple Award Task Order Contracts,” 

April 2, 1999

Delivery orders for product contracts were awarded competitively and to the low bidder for 

78 percent of the delivery orders.  However, DoD use of multiple award task order contracting for services was not consistent with the statutory requirements.  The statutory requirements call for each contractor to be given the opportunity to be considered for all orders over $2,500 awarded under the multiple award mechanism.  DoD use of multiple award contracts did not take full advantage of the benefit of having multiple bidders.  Specifically:


( Contracting officers awarded task orders without regard to price even though price was not a substantial factor in the selection of vendors for the initial multiple award contract.  As a result, task orders were awarded to higher-priced contractors on 36 of 58 orders, and price was not a significant factor during the contracting process.  We identified $3 million in additional costs resulting from awarding orders to contractors with higher-priced bids (Finding A).


( Contracting officers directed work and issued orders on a sole-source basis for 66 of 124 task orders, valued at $47.2 million, without providing the other contractors a fair opportunity to be considered.  Only 8 of the 66 orders, valued at $8.8 million, had valid justification for sole-source award.  As a result, DoD did not achieve the full benefits associated with the multiple award mechanism (Finding B).

Office of Management and Budget (OMB) Circular  A-76 Cost Comparison:

Commonly Reported Problems with the OMB Circular A-76 Cost Comparison:

· The Office of Management and Budget and the applicable DoD guidance contained little detail on transition period costing.  The few references to transition costing in the guidance did not clearly state what costs should be included in or excluded from the transition period.

· The Air Force did not achieve supportable results from the Lackland Air Force Base competition.  The independent review officer and source selection evaluations of the Government’s most efficient organization (MEO) proposal were flawed.  Also, the administrative appeal process failed to reasonably assess the merits of issues in the appeal submitted by the affected Government workforce.

· Defense Finance and Accounting Service (DFAS) did not follow procedures for implementation and monitoring the MEO for the commissary vendor payment function or a subsequent MEO deviation that reduced the authorized staffing for the function from  75 to 66 personnel.

Synopses of Findings Relating to the OMB Circular A-76 Cost Comparison:

IG DoD Report No. D-2002-043, “Defense Reutilization and Marketing Service Public/Private Competition,” January 25, 2002

We did not substantiate the allegation that the contract award to Resource Consultants, Incorporated, was biased because their program director was friends with the then Commander, Defense Reutilization and Marketing Service.  We determined that the Commander, Defense Reutilization and Marketing Service knew the Resource Consultants, Incorporated program director, but they were not friends, and the Commander did not participate in the award process.  The Commander, Defense Logistics Support Command, made the award decision.  The allegation that Resource Consultants, Incorporated, was not sufficiently staffed to perform the required logistics functions also was not substantiated.  As of September 2001, performance levels were being met, and there were no indications that the contractor would default on its obligations.
IG DoD Report No. D-2002-023, “Independent Review of the Administrative Appeal Authority Adjustments for Transition Costs to the Military Retired and Annuitant Pay Functions Cost Comparison Study,” December 11, 2001  (Not available on web site.)
The adjustments to the in-house cost estimate for transition costs from $17,772,009 to $2,043,076 were consistent with the Office of Management and Budget Circular No. A-76 Revised Supplemental Handbook.  The Office of Management and Budget and the applicable DoD guidance contained little detail on transition period costing.  The few references to transition costing in the guidance did not clearly state what costs should be included in or excluded from the transition period.
IG DoD Report No. D-2001-173, “Independent Review of the Defense Finance and Accounting Service Cost Comparison Study of Civilian Pay Function,” August 14, 2001  (Not available on web site.)

The independent review of the Defense Finance and Accounting Service competitive sourcing study of the civilian pay function concluded that:

( the management plan reasonably established the Government’s ability to perform work requirements of the performance work statement within resources provided by the most efficient organization, and

( the Government cost estimates entered on the cost comparison form were fully justified and calculated in accordance with procedures described in part II of the Office of Management and Budget Circular No. A-76 Revised Supplemental Handbook and the DoD A-76 Costing Manual.

The independent review identified the need for changes to the management plan and the Government cost estimates.  We discussed the needed changes with Defense Finance and Accounting Service management and they made the changes prior to the completion of the independent review.
IG DoD Report No. D-2001-127, “Data Reliability Assessment Review of win.COMPARE2 Software,” May 23, 2001

We concluded that general and application controls over the software were adequate.  We determined, through software testing, that computations and reports generated by win.COMPARE2 were sufficiently reliable, accurate, and in accordance with the Office of Management and Budget Circular A-76 Revised Supplemental Handbook and the DoD A-76 Costing Manual.  We also determined that the Government’s data rights in the software were sufficient.
IG DoD Report No. D-2001-118, “Public/Private Competition at Lackland Air Force Base,” May 14, 2001

The Air Force did not achieve supportable results from the Lackland Air Force Base competition.  The independent review officer and source selection evaluations of the Government’s most efficient organization proposal were flawed.  Also, the administrative appeal process failed to reasonably assess the merits of issues in the appeal submitted by the affected Government workforce.  As a result, the current cost comparison results for the public/private competition lack credibility.

We consider it to be the responsibility of the Air Force to consider the results of this audit and to decide a future course of action.  Among the options are:

( Cancel the present solicitation and reannounce the A-76 competition at some future time.

( Modify the solicitation and performance requirements document and request submission of revised proposals.

( Direct the source selection authority to perform additional review of the directed increase of full-time equivalent positions to the Government most efficient organization and the other issues raised in this report, and appoint a new appeal authority.

( Direct a new appeal authority and appeal review team to examine the Government workforce appeal and the adjustment to the contractor’s bid for incentive fee in the cost comparison.

IG DoD Report No. D-2001-023, “Implementation of Most Efficient Organization for the Defense Finance and Accounting Service Commissary Vendor Payment Function,” December 20, 2001

DFAS did not follow procedures for implementation and monitoring the MEO for the commissary vendor payment function or a subsequent MEO deviation that reduced the authorized staffing for the function from 75 to 66 personnel.  Specifically, DFAS did not:  document or track implementation and transition milestones outlined in the Management Plan, Transition Plan, and Quality Assurance Surveillance Plan; establish a methodology or document the analytical process for developing the MEO deviation or adjusting staffing, costs, and metrics; appoint a quality assurance specialist to oversee the MEO performance; analyze the impact of a doubling of the volume of invoices to process; and maintain supporting documentation or establish a methodology to reconcile MEO cost estimates to MEO actual costs.  As a result, DFAS does not have reliable operating information to confirm that implementation of the MEO and the MEO deviation comply with the terms, quality standards, and costs specified in the performance work statement.
IG DoD Report No. D-2000-117, “Independent Review of the Defense Finance and Accounting Service Competitive Sourcing Study of the Depot Maintenance Accounting Function,” April 28, 2000  (Not available on web site.)
The independent review of the Defense Finance and Accounting Service competitive sourcing study of the depot maintenance accounting function concluded that:


( the management plan reasonably established the Government’s ability to perform work requirements of the performance work statement within resources provided by the most efficient organization, and


( the Government cost estimates entered on the cost comparison form were fully justified and calculated in accordance with procedures described in part II of the Office of Management and Budget Circular No. A-76 Supplemental Handbook.

The independent review identified the need for numerous changes to the performance work statement, the management plan, and the Government cost estimates.  The changes were discussed with and made by the Defense Finance and Accounting Service prior to completion of the independent review.

Qualified Products List:

Commonly Reported Problems with the Qualified Products List:

· Defense Supply Centers did not have an effective manufacturer and product qualification list program.

Synopses of Findings Relating to the Qualified Products List:

IG DoD Report No. D-2002-090, “Evaluation of the Defense Supply Center Columbus Qualified Products List and Qualified Manufacturers List Program,” May 14, 2002

Defense Supply Center Columbus did not have an effective manufacturer and product qualification list program.

( Certification and retention policy for its qualified manufacturers was not fully enforced. Specifically, 512 (42.8 percent) of the required 1,196 manufacturing line audits scheduled during 1999-2000 were not accomplished.  Some of the manufacturing lines have gone 8 years without certification.

( The Sourcing and Qualifications Unit did not receive 1,739 Product Quality Deficiency Reports required to monitor the Qualified Products List and Qualified Manufacturers List Programs.

( The Sourcing and Qualifications Unit could not trace sources and authenticity of their products because they did not receive 6,479 certificates of conformance and traceability.

As a result, manufacturers without the proper certification remained in the Qualified Products List and Qualified Manufacturers List Program.  Further, the Services, which rely on these programs, are subjected to a higher risk of receiving nonconforming parts.
IG DoD Report No. D-2002-013, “The Defense Supply Center Richmond Qualified Products List Program,” November 2, 2001

An effective product qualification process was not realized at Defense Supply Center (DSC) Richmond.  DSC Richmond could not conduct facility audits, adequately maintain the Qualified Products List (QPL) Programs list of Government designation status and qualified manufacturers (and authorized distributors), or monitor QPL-related product deficiencies.  As a result, the Government could not obtain the benefits of the QPL Program, and the users were at a higher risk of receiving nonconforming products.
Service Contracts:

Commonly Reported Problems with Service Contracts:

· The Naval Facilities Engineering Command (NAVFAC) Atlantic Division did not comply with competition requirements in regulations when it improperly extended two environmental services contracts.  In addition, NAVFAC headquarters improperly exceeded regulatory 5-year contract limits by including a 7-year limit for four multi-award environmental services contracts with a total value of $758 million.  NAVFAC headquarters also had not developed a strategy to award environmental services procurements and did not coordinate the 1998 multiple award procurement with all its Component divisions.
· In addition to leaving services requirements undefined, contracting officials did not use available history from prior contracts to help define costs and reduce risk by awarding firm-fixed price contracts.

· In 81 of 105 contract actions, contracting officers either failed to prepare estimates or developed estimates that were inadequate or lacked detail.

· Technical reviews lacked specific detail or were not prepared for 60 of 105 contract actions.

· Contracting offices did not allow contractors fair consideration for award in 58 of 63 multiple-award task orders examined and used faulty justifications for the sole source actions on the remaining five non-multiple-award actions examined.  Instead of competing task orders among multiple-award contractors, contracting officers selected preferred contractors.

· Contracting offices did not always comply with the FAR criteria to use multiple-award contracts for contract advisory and assistance services.  The FAR requires the use of multiple-award contracts for awards that exceed $10 million and 3 years.

· Contracting officers developed inadequate price negotiation memorandums for 71 of 105 contract actions, which left many unanswered questions related to the contract or task order award.  Negotiation memorandums lacked detail or contained errors.

· Inadequate surveillance was performed in 56 of 84 cost-reimbursable contract actions examined.
· Contracting offices’ questionable use of cost-reimbursable contracts (particularly cost-plus-fixed-fee, time-and-materials, and cost-plus-award-fee) and the additional strain on personnel performing surveillance functions offered little protection against cost escalation.
Synopses of Findings Related to Service Contracts:

IG DoD Report No. D-2002-139, “Naval Facilities Engineering Command Environmental Services Contracting,” August 20, 2002

Favoritism in the award of environmental services contracts did not occur and the facilities management contract award was proper.  However, there were problems with the extended time frames for contracts.  The NAVFAC Atlantic Division did not comply with competition requirements in regulations when it improperly extended environmental services contracts N62470-93-D-3033 and N62470-97-D-5000, with a total estimated value of $325 million, for 

5 years and 2 years, respectively.  In addition, NAVFAC headquarters improperly exceeded regulatory 5-year contract limits by including a 7-year limit for four multi-award environmental services contracts with a total value of $758 million.  Neither the extensions nor the 7-year limit was supported by adequate written justification or cost/price analysis.  NAVFAC contracting officials made inaccurate interpretations of Federal Acquisition Regulation competition requirements.  In addition, NAVFAC headquarters had not developed a strategy to award environmental services procurements and did not coordinate the 1998 multiple award procurement with all its Component divisions.  As a result, the Navy did not obtain the benefits from competing the requirements for the environmental services.
IG DoD Report No. D-2000-100, “Contracts for Professional, Administrative, and Management Support Services,” March 10, 2000

The 15 contracting activities and program offices requesting the contracts for services did not adequately manage the award and administration of the 105 contracting actions.  Every contract action had one or more of the following problems:

( non-use of prior history to define requirements (58 of 84 or 69 percent),

( inadequate Government cost estimates (81 of 105 or 77 percent),

( cursory technical reviews (60 of 105 or 57 percent),

( inadequate competition (63 of 105 or 60 percent),

( failure to award multiple-award contracts (7 of 38 or 18 percent),

( inadequate price negotiation memorandums (71 of 105 or 68 percent),

( inadequate contract surveillance (56 of 84 or 67 percent), and

( lack of cost control (21 of 84 or 25 percent).

As a result, cost-type contracts that placed a higher risk on the Government continued without question for the same services for inordinate lengths of time - 39 years in one extreme case - and there were no performance measures in use to judge efficiency and effectiveness of the services rendered.  DoD procurement system controls had material weaknesses.
Specific Procurements:

Commonly Reported Problems with Specific Procurements:

· The Defense Logistics Agency (DLA) did not effectively plan and execute the upgrading of the Contract Action Reporting System.  DLA was overly optimistic in its assessment of the contractor’s abilities; improperly awarded the task orders to re-host the Contract Action Reporting System; expressed concerns about the re-host project, but did not address the concerns until problems were apparent; and performed little oversight of the contractor.

· The Naval Sea Systems Command and Defense agency contracting officials did not require National Industries for the Blind to conduct sufficient fire performance tests for first article and quality assurance requirements on the innerspring mattresses.

· The procurement and administrative contracting office personnel did not adequately manage and monitor certain clauses in contracts for F110 aircraft engines.  As a result, the contracting officials were unaware of events that impacted contract performance, and funds owed to the Government were not collected in a timely manner.

· Questionable business decisions were made in an Air Force contract for installation of radios and antennae.  The Air Force did not adequately assess the prime contractor or subcontractor capabilities before awarding the contract.  In addition, the Air Force used the small disadvantaged business set-aside program to award the contract to avoid perceived problems with competition requirements.  The Air Force also lacked an aggressive approach to keep the contract on schedule and meet deliverable milestones.  As a result, the Air Force received an incomplete and late product at a cost that was       $6 million greater than planned.

· The Ballistic Missile Defense Organization (BMDO) had not ensured that one independent evaluation team member executed the appropriate nondisclosure agreement, as stipulated in the technology selection plan, or ensured that independent evaluation team members had been screened regarding any financial interests in the competing contractors.  Further, the BMDO program office did not formally coordinate implementation of the technology selection plan, which was essentially a contract administration action, with the BMDO contracting personnel and legal counsel.

Synopses of Findings Relating to Specific Procurements:

IG DoD Report No. D-2002-120, “Air National Guard Decision on the Asynchronous Transfer Mode Installation Contract,” June 26, 2002

On October 9, 2001, the contracting officer informed the Digicon Corporation that the 

Air National Guard decided to not exercise the option years because it desired to pursue a technology refresh under a new contract and because it was not able to develop a mutually beneficial working relationship with the Digicon Corporation.  However, through testimonial evidence, it was determined that the reason the Air National Guard decided to not exercise the remaining option years was the need for a standard network at all 90 flying units, which required an equipment upgrade.  Conflicting statements between the Air National Guard and the Digicon Corporation showed that there was clearly a disagreement between the two entities as to the reasons for the Air National Guard decision.  Notwithstanding the conflicting statements, the 

Air National Guard made the decision to not exercise the option years and was within its rights, as provided by the Federal Acquisition Regulation and the option clauses incorporated into the contract, to make that unilateral decision.
IG DoD Report No. D-2002-106, “Allegations Concerning the Defense Logistics Agency Contract Action Reporting System,” June 14, 2002

The re-hosted system is currently operational and now more effective but the modernization effort could have been completed sooner and at a lower cost.  The Defense Logistics Agency did not effectively plan and execute the upgrading of the Contract Action Reporting System.  The Agency:

( was overly optimistic in its assessment of the contractor’s abilities;

( improperly awarded the task orders to re-host the Contract Action Reporting

System;

( expressed concerns about the re-host project, but did not address the concerns

until problems were apparent; and

( performed little oversight of the contractor.

As a result, completion of the effort slipped by nearly 17 months and the final cost exceeded original estimates by about $507,000.  Because of the delay, the agency also had to upgrade the original mainframe software to make it Year 2000 compliant, which it originally intended to avoid, at a cost of about $298,000.

The complainant raised 10 issues addressing performance and administration deficiencies with the Defense Logistics Agency Contract Action Reporting System contract.  The results of our review substantiated 2 of the 10 allegations, partially substantiated 3 of the allegations, and did not substantiate 5 of the allegations.
IG DoD Report No. D-2002-105, “Fire Performance Tests and Requirements for Shipboard Mattresses,” June 14, 2002

The Naval Sea Systems Command and Defense agency contracting officials did not require National Industries for the Blind to conduct sufficient fire performance tests for first article and quality assurance requirements on the innerspring mattresses.  As a result, the Navy spent 

$12.5 million for 90,448 mattresses that did not meet Navy-defined fire performance requirements.  The Defense Supply Center Philadelphia then needed to procure fire-resistant mattress covers, costing an additional $4.3 million, to reduce the risk of the mattresses catching fire.  Requiring compliance with technical requirements to perform tests on future procurements of innerspring mattresses or notifying the contracting officer if the Navy amends its technical requirements will ensure that mattresses meet contract requirements.  Implementation of acquisition requirements will improve the Defense Supply Center Philadelphia’s abilities to:  maintain adequate documentation on future innerspring mattress procurements to support all contractual actions, require the contractor to provide innerspring mattresses that comply with contract requirements, and require the contractor to comply with contract quality assurance requirements.  Improvements should also include requiring the contractor to comply with contract quality assurance requirements for any future innerspring mattress contracts or obtaining a contract modification from the contracting officer.
IG DoD Report No. D-2001-125, “Procurement Actions Related to the 3.0 Managed Care

Support Services Request for Proposal,” May 22, 2001

The allegation that the contract to review the 3.0 Request for Proposal was improper was not substantiated.  We determined that there were no improprieties in the award of the contract to review the 3.0 Request for Proposal or in the contract itself.  The allegation that there was little rebuttal presented to the Defense Medical Oversight Committee by the TRICARE Management Activity on the results of a consulting firm’s review of TRICARE 3.0 was partially substantiated.  The TRICARE Management Activity provided the Assistant Secretary of Defense (Health Affairs) a written response on the results of the review.  The Assistant Secretary of Defense (Health Affairs) decided not to provide the response to the Defense Medical Oversight Committee because the Under Secretary of Defense (Personnel and Readiness) decision to cancel the TRICARE 3.0 Request for Proposal had already been made.  We did not review the alleged unfounded and incorrect consulting firm’s findings because the June 13, 2000, Defense Medical Oversight Committee’s recommendation to cancel TRICARE 3.0 was not based solely on the review.  We determined that a detailed review of the consulting firm’s findings would not be productive at this time.
IG DoD Report No. D-2001-094, “Management of Contracts for F110 Engine Procurements,” April 4, 2001

We partially substantiated three of the five issues in the allegation to the Defense Hotline.  The procurement and administrative contracting office personnel did not adequately manage and monitor certain clauses in contracts for F110 aircraft engines.  As a result, the contracting officials were unaware of events that impacted contract performance, and funds owed to the Government were not collected in a timely manner.  DoD lost the use of more than $50 million for other priorities and also lost the opportunity costs associated with this money, which we calculated at approximately $5.5 million.

IG DoD Report No. D-2001-047, “Equipment Procurement for the National Guard and Reserve Forces,” February 7, 2001

Funds earmarked in budget justification exhibits for procurement for the Reserve Components were generally used for that purpose.  For 29 systems, $3.6 billion was expended from FY 1996 through FY 2000 to support Reserve Components.  For the remaining two systems, $328 million in funds was used to support the Active Forces because of revised priorities.  However, for the two systems, the requirements simply were deferred to a future period with reasonable expectations of funds being available at that time.  The Army had legal authority to make those

adjustments.

IG DoD Report No. D-2001-038, “Allegations Relating to the Procurement of a Report Module for the Composite Health Care System II,” January 29, 2001

Two of the three allegations regarding potential procurement violations involving an ad hoc report module for CHCS II were substantiated; however, there was no adverse effect because the actions were not improper.  The allegation that the Government elected to procure one vendor’s ad hoc report module, despite substantial documentation supporting another vendor’s product, was unsubstantiated.  The allegation that the Government created a contracting arrangement using a systems integrator was substantiated; however, that action was in accordance with Government regulations and had no adverse effect on the selection of the ad hoc report module.  The CHCS II Program Office used a prime contractor that was one of 1,600 General Services Administration contractors on a federal supply schedule that provide information technology services to the Federal Government.  In accordance with the terms of a delivery order, the prime contractor provided systems integration services that included evaluation and selection of the ad hoc report module.  The allegation that the Government used the Department of Veterans Affairs in some role in the procurement was substantiated; however, there was no adverse effect.  The contracting office for the Department of Veterans Affairs North Texas Health Care System, Dallas, Texas, was designated by the General Services Administration as the servicing contracting office to process CHCS II delivery orders with the prime contractor.

IG DoD Report No. D-2001-001, “Contract Award for the Fluid Flow Restrictor Spare Part,” October 3, 2000
The Defense Supply Center, Columbus (DSCC) properly awarded the contract for fluid flow restrictors to General Electric because the proposal from Birken Manufacturing Company (Birken), the low bidder, specified use of a substitute material that was not approved by the engineering support activity.  DSCC granted Birken material substitutions on prior procurements; however, DSCC notified Birken that the material substitution was not a permanent acceptable material for future contracts.  Future proposals for the fluid flow restrictors from Birken specifying use of the approved material should be acceptable and DSCC should be able to obtain the spare parts at the lower unit price of $221.40 versus $984.04 - a savings of 

77.5 percent.  We calculate that, based on an annual demand of from 44 to 176 fluid flow restrictors, DSCC can save between $201 and $805 thousand over a 6 year period using competitive procedures and procuring the parts from the low bidder.
IG DoD Report No. 2000-129, “Air Force Contract for Installation of Radios and Antennae,” May 22, 2000

The Air Force could legally require the section 8(a) prime contractor to use a specific subcontractor because the Air Force made the decision that a part of the overall system had to be the same form, fit and function as previously developed by the subcontractor.

There was no evidence that the Air Force directed Techdyn Systems to continue using the subcontractor without considering other alternatives but rather that the Air Force instructed the prime contractor to address the subcontractor performance problems.  Legal precedence supports the Air Force’s instruction.

While the Air Force legally could support the decision, questionable business decisions were made throughout the procurement of the program.  The Air Force did not adequately assess the prime contractor or subcontractor capabilities before awarding the contract.  In addition, the 

Air Force used the small disadvantaged business set-aside program to award the contract to avoid perceived problems with competition requirements.  The Air Force also lacked an aggressive approach to keep the contract on schedule and meet deliverable milestones.  As a result, the 

Air Force received an incomplete and late product at a cost that was $6 million greater than planned.

IG DoD Report No. D-2000-107, “Navy Acquisition of Air Membrane Dehydrators,” March 23, 2000

The Navy properly procured air membrane dehydrators for the carrier fleet and was justified in using other than full and open competition.  In addition, the air membrane dehydrators were qualified by Navy standards and included adequate shock, vibration, and endurance testing.  However, the Navy did not always use the designated Life Cycle Manager to test, qualify, and approve dehydrators installed on Navy aircraft carriers.

IG DoD Report No. D-2000-105, “Contracting for Anthrax Vaccine,” March 22, 2000  

(Not available on web site.)

In June 1999, BioPort Corporation requested financial assistance from the DoD to pay the loans owed to the State of Michigan and for other operating expenses.  In August 1999, DoD granted extraordinary contractual relief in the net amount of $24.1 million and amended contract DAMD17-98-C-8052.  This action complied with Federal Acquisition Regulation requirements.

As a result of the on-site inspection and review of the establishment license application supplement in November 1999, the Food and Drug Administration (FDA) did not approve BioPort’s application supplement, and found over 40 major and minor deficiencies.  A significant finding concerned the anthrax vaccine process validation, which needed to be revalidated under current standards and not the standards of the 1970s that were previously used.  BioPort’s production of the Anthrax Vaccine Adsorbed without FDA approval of the renovated BioPort facilities and processes is considered “at risk” production, and consequently, the product may not be approved.  If the product does not obtain FDA approval, it cannot be sold or distributed.

Ultimate disposition of the Anthrax Vaccine Adsorbed doses produced to date without FDA approval of BioPort’s revised processes and renovated facilities is unresolved.  Any amount of additional assistance may include additional extraordinary contractual relief pursuant to Public Law 85-804 and require congressional notification.

IG DoD Report No. D-2000-102, “Military Working Dog Procurements,” March 14, 2000

The audit determined that recent military working dog procurements by the 341st Training Squadron complied with the Buy American Act and other procurement laws and regulations.  The allegations were not substantiated.  The 341st Training Squadron did not violate the Buy American Act; incur unnecessary costs to the Government for airfare, lodging, per diem, and rental car fees associated with the European trips; give preferential treatment to European vendors; or improperly pay transportation costs for dogs from European vendors.  The management controls were adequate in that we identified no material management control weaknesses.
IG DoD Report No. D-2000-061, “Ballistic Missile Defense Organization Technology Selection Process for the Discriminating Interceptor Technology Program Laser Radar,” December 17, 1999

The selection process used by the Ballistic Missile Defense Organization for the Discriminating Interceptor Technology Program laser radar technology demonstration funding was fair and objective.  However, the Ballistic Missile Defense Organization had not ensured that one independent evaluation team member executed the appropriate nondisclosure agreement, as stipulated in the technology selection plan, or ensured that independent evaluation team members had been screened regarding any financial interests in the competing contractors.  The failure to obtain the nondisclosure agreement and the absence of a financial disclosure policy for contractor employees providing advisory and assistance services increased the risk for misuse of contractor proprietary information and a conflict of interest involving an independent evaluation team member.  Further, the Ballistic Missile Defense Organization program office did not formally coordinate implementation of the technology selection plan, which was essentially a contract administration action, with the Ballistic Missile Defense Organization contracting personnel and legal counsel.  The inadequate coordination may have contributed to the Technology Development Corporation’s perception that the technology selection plan was conducted unfairly.
Standard Procurement System (SPS):

Commonly Reported Problems with the Standard Procurement System (SPS):

· Respondents stated that the Standard Procurement System (SPS) had the potential of being a very effective and useful tool, but more needed to be done to improve the software and gain greater acceptance and user confidence.  Specifically, 60.8 percent of SPS users preferred a procurement system other than SPS, 45.8 percent of SPS users stated that the number of workarounds increased, 51.4 percent of SPS users stated that productivity has not increased since SPS version 4.1 was implemented, and 63.5 percent of SPS users stated that SPS had not substantially contributed to the DoD goal of paperless contracting.

Synopses of Findings Relating to the Standard Procurement System (SPS):

IG DoD Report No. D-2001-075, “Standard Procurement System Use and User Satisfaction,” March 13, 2001

Audit results were based on responses to a web-based survey of statistically selected personnel from a population of SPS 4.1 users at 534 DoD procurement sites.  About 85.9 percent of SPS users stated that SPS was available always or most of the time.  The SPS Program Management Office in the Defense Contract Management Agency had taken steps to better meet user needs, and respondents stated that SPS had the potential of being a very effective and useful tool, but more needed to be done to improve the software and gain greater acceptance and user confidence.  Specifically, the projected survey results indicated that:

( 60.8 percent of SPS users preferred a procurement system other than SPS,

( 45.8 percent of SPS users stated that the number of workarounds increased,

( 51.4 percent of SPS users stated that productivity has not increased since SPS version 4.1 was implemented, and

( 63.5 percent of SPS users stated that SPS had not substantially contributed to the DoD goal of paperless contracting (Finding A).

Further, based on survey responses, we projected that about 26.5 percent of the personnel licensed to use SPS version 4.1 have not used it because SPS either lacked the functionality for those sites or employees received SPS when it was not needed to perform their jobs.  We estimate that the Program Management Office spent up to $2.1 million of the $7.9 million in license costs on licenses for users who could not or would not use SPS (Finding B).

DoD has experienced a 50 percent reduction in the procurement workforce without a commensurate reduction in workload.  Conceptually, SPS should assist in automating and standardizing a variety of procurement tasks and thus assist in more efficiently completing the workload.  According to the survey, however, functionality remains a serious concern.  Management needs to respond to this concern when deploying new SPS versions and, if SPS does not fully meet mission needs, should consider supplementary and alternative tools for the procurement workforce.
IG DoD Report No. 99-166, “Initial Implementation of the Standard Procurement System,” May 26, 1999

The Standard Procurement System evolutionary software approach currently does not provide some critical functional requirements to meet user needs or the need to replace legacy systems.  In addition, unless an expanded license is obtained, DoD is required to obtain sole-source support over the 30 year life-cycle of the Standard Procurement System.  The Standard Procurement System also may not have met the mission need to standardize procurement policies, processes, and procedures.  Users of the Standard Procurement System were not receiving adequate training, guidance, and support from the contractor help desk.  As a result, DoD organizations may expend about $70 million on separate contracts for additional customer support and on developing workarounds to make the Standard Procurement System functional.  The implementation of the Standard Procurement System was delayed, and DoD is dependent on the contractor for life-cycle support to modify and maintain the system.

Summary of DoD Acquisition Program Audit Coverage:

Commonly Reported Problems with DoD Acquisition Programs:

· A summary report of DoD acquisition programs found problems in the following areas:  acquisition strategy (9 reports), affordability/cost (10 reports), establishment of program goals/exit criteria (5 reports), managing hazardous materials in programs (5 reports), open systems approach (1 report), requirements (5 reports), test and evaluation               (9 reports), and total ownership/life-cycle cost (5 reports).

Synopsis of Findings Related to DoD Acquisition Programs:

IG DoD Report No. D-2001-178, “Summary of DoD Acquisition Program Audit Coverage,” September 10, 2001

Fifty-eight reports on acquisition programs in category levels I through IV were issued from October 1, 1999, to March 31, 2001.  Nineteen of the reports issued were from the General Accounting Office; 22 of the reports were from the Office of the Inspector General of the Department of Defense of which 6 were classified; and 17 of the reports were from Military Department audit agencies.  The reports addressed at least 129 acquisition programs in category levels I through IV out of the 1,308 programs.  A review of the 52 unclassified reports disclosed the following systemic issues.

( Acquisition strategy (9 reports)

( Affordability/cost (10 reports)

( Establishment of program goals/exit criteria (5 reports)

( Managing hazardous materials in programs (5 reports)

( Open systems approach (1 report)

( Requirements (5 reports)

( Test and evaluation (9 reports)

( Total ownership/life-cycle cost (5 reports)

Additional problems were identified in the areas of analysis of alternatives, high-level architecture, and the correct acquisition categorization.  The six classified reports addressed protection of programs against radio frequency weapons.  Independent internal audits should be used more extensively as an integral component of management controls by the acquisition program.  The limited number of audit reports issued on weapon acquisition issues during the 

18-month period covered by this survey belies the often-heard assertion that acquisition programs are overaudited.  It is particularly telling that only 14 of the 906 ACAT I through III programs (2 percent) were addressed by comprehensive audit reports that reflected evaluation of all significant program aspects.
Other Contracting Audits:

Synopses of Findings Relating to Other Contracting Audits:

IG DoD Report No. D-2002-150, “Procedures for Selecting Contractor Personnel to Perform Maintenance on Army Aircraft in Bosnia,” September 18, 2002

DynCorp International had reasonable procedures for selecting and screening its personnel and provided an acceptable level of maintenance support in Bosnia under the DoD contract.  DynCorp International:

( was not required by the contract or task orders to establish specific personnel hiring practices or conditions for employment;

( hired sufficient and qualified personnel, evaluated them for technical proficiency, and instructed them on proper conduct; and

( proved to be suitable and capable to perform the requirements of the contract.

DoD acquisition officials reviewed the contractor’s suitability and capability to perform the contract during the source selection evaluation process and properly monitored DynCorp International’s performance on the task orders for aircraft maintenance in Bosnia.  Contracting officials did not and, as a general rule, do not, address the moral character of a contractor’s employees.  In February 2002, DynCorp imposed additional requirements not required under the contract on its overseas employees regarding personnel behavior.
IG DoD Report No. D-2001-082, “Management of the Commercial Operations and Support Savings Initiative Program,” March 19, 2001

There were several Commercial Operations and Support Savings Initiative projects that transitioned without problems to either a traditional Federal Acquisition Regulation Part 12 or 15 contract.  However, the audit identified that improvements were needed in program oversight and the issuance of prototype other transactions.

( COSSI projects are not subject to formal program management reviews or any type of performance measure to ensure that they are meeting COSSI objectives.  As a result, 67 percent of the 30 FY 1997 COSSI-funded projects with a proposed operations and support savings of $3.25 billion had extended development periods, deviated from program objectives, or lacked

procurement funds to acquire the prototype (Finding A).

( Language used for prototype other transactions needed improvement.  As a result, the Air Force paid $1.5 million in profits and fees and the Navy and Air Force called six other transactions fixed priced when there was cost-sharing.  In addition, the Military Departments used agreement language in 51 of 59 FYs 1997, 1999, and 2000 other transaction agreements that did not require the delivery of a commercial prototype (Finding B).

IG DoD Report No. D-2001-076, “Acquisition of General and Industrial Items,” 

March 13, 2001

The audit did not substantiate the allegation of mismanagement at the Defense Supply Center Philadelphia.  However, procurement support at the Center was inadequate in acquiring general and industrial items.  Since the implementation of Base Realignment and Closure 1995 in 

July 1999, supply effectiveness at the Center decreased as the administrative lead time taken by buyers to acquire general and industrial items rose from 85 to 107 days.  Inadequate procurement support was largely responsible for about a 48 percent rise in backorders (137,929 in 

October 1998 to 203,663 in September 2000) of general and industrial items.  Although customer demands (requisitions) for general and industrial items increased only slightly for the 2-year period, the purchase requests backlog increased 40 percent at the Center over the same period.

To address the problems, the Defense Supply Center Philadelphia had a surge in overtime, took steps to hire temporary employees, and initiated a contractor study that will likely show more personnel are needed on a permanent basis.  However, there were other alternatives that the Center could have used.

The management controls were adequate.

IG DoD Report No. D-2001-069, “Pilot Program on Sales of Manufactured Articles and Services of Army Industrial Facilities,” March 1, 2001

The pilot program has been only minimally successful in increasing the use of the capabilities of the participating Army industrial facilities.  From the June 1998 Army implementation of the pilot program to January 2001, the three participating industrial facilities obtained only 

12 contracts valued at $6.0 million, including a 5-year contract valued at $5.2 million for demilitarization of conventional ammunition awarded to the McAlester Army Ammunition Plant in August 2000.  Consequently, the pilot program has had little effect on increasing the opportunities for United States commercial firms and the Army industrial facilities to participate in contracts and teaming arrangements under DoD weapon system programs.  Provisions in the FY 2001 Defense Authorization Act and recent Army initiatives have eliminated or mitigated some of the impediments to the industrial facilities obtaining work under the pilot program, but have not been in effect long enough to create a measurable difference.  Eliminating the remaining impediments will further increase the opportunities for commercial firms, small businesses, and the Army industrial facilities to enter into contracts or teaming arrangements under DoD weapon system programs and increase the use of the industrial facilities’ capabilities.

We believe that the pilot program should be extended.  Overall the pilot program is beneficial to DoD and the military industrial base.  The DoD benefits because the pilot program eliminates an impediment to obtaining work for the Army industrial facilities.  The military industrial base benefits because it can contract or partner directly with an Army industrial facility for needed articles and services.  The pilot program eliminates the need for the Army to certify that the products or services required by commercial firms desiring to contract or partner with an industrial facility are not available from United States commercial sources.  The pilot program, as well as the recently established arsenal and armament support program initiatives, also benefit commercial firms because the programs provide private contractors and small businesses additional accessibility to the Army industrial facilities and their unique capabilities.  Any increase in the volume of work resulting from the pilot program and the arsenal and armaments support program initiatives provided in the FY 2001 Defense Authorization Act would use idle plant capacity, reduce overhead costs, and result in lower prices to all customers of the industrial facilities.  More importantly, the added work would aid the retention of critical manufacturing skills that are being lost because of the lack of work at the industrial facilities.

IG DoD Report No. D-2001-043, “Management of National Guard Weapons of Mass Destruction-Civil Support Teams,” January 31, 2001  (Not available on web site.)
The Consequence Management Program Integration Office (CoMPIO) did not manage the Weapons of Mass Destruction-Civil Support Teams (WMD-CST) program effectively.  Specifically, CoMPIO failed to provide adequate guidance, training, and equipment for the 

10 CSTs.  Additionally, the Army process for certification of the teams lacked rigor and would not provide meaningful assurance.  Lastly, safety issues identified by the WMD-CSTs were unresolved.  As a result, the program had slipped significantly and none of the teams were fully operational.  As of January  2001, the certification requests were still being evaluated by the Principal Deputy Assistant Secretary of Defense for Reserve Affairs, and none of the 10 WMD-CSTs had received Secretary of Defense certification.  [CoMPIO responsibilities included contracting.]
IG DoD Report No. D-2000-171, “Reacquisition of Surplus Material by the Defense Logistics Agency,” August 9, 2000

The Defense Logistics Agency’s (DLA) reacquisition of surplus materiel, valued at about $114,000, was reasonably justified.  DLA generally followed DoD policy on the disposal of excess materiel and reacquired small quantities of surplus materiel with a low dollar value.  DLA issued interim guidance in June 1999 to establish policy to standardize and improve the process for evaluating offers of surplus materiel, but the guidance has not been finalized.  DoD could potentially reduce delivery times and put funds to better use by implementing standard procedures for acquiring surplus materiel.  Management controls that we reviewed were adequate in that no material management control weaknesses were identified.

IG DoD Report No. D-2000-075, “Administration and Management of the Civil Air Patrol,” February 15, 2000

The Civil Air Patrol (CAP) corporate headquarters did not have authority to enforce corporate and Federal Aviation Administration regulations over the volunteer force.  As a result, the CAP corporate headquarters could not ensure adequate management control over assets assigned to the volunteer force (Finding A).

Neither the CAP nor the CAP-USAF was adequately administering or managing nonexpendable equipment items (excluding aircraft and vehicles) acquired in support of the CAP mission and valued at about $19 million.  As a result, property accountability was significantly reduced and equipment was subject to abuse, loss, and misappropriation (Finding B).

The CAP did not adequately manage its flying mission reimbursement program and mission paperwork was not always submitted and processed within required time frames.  As a result, CAP wings and squadrons might not be able to pay members for the costs incurred for flying missions.  Also, CAP-USAF might be liable for reimbursements for flying missions that took place in previous fiscal years (Finding C).

The CAP was procuring aircraft without establishing a valid size requirement for its fleet.  As a result, CAP might not have the required number of aircraft necessary to perform its Air Force-assigned missions (Finding D).

The CAP purchased vehicles without establishing a valid requirement.  As a result, the CAP might have purchased and was maintaining vehicles that were not necessary to perform its 

Air Force-assigned mission (Finding E).

IG DoD Report No. D-2000-065, “Costs Charged to Other Transactions,” 

December 27, 1999

The management of the financial and cost aspects of other transactions needed improvement.

( Issues were identified with $83.4 million (27 percent) of the $304.3 million contractor cost share for research other transactions.  DoD inappropriately accepted $60.2 million of prior independent research and development, $19.7 million of research funded by the Government, and $3.5 million for duplicative equipment depreciation as contractor cost share.  No similar issues were identified with prototype other transactions.  As a result, research contractors were allowed to reduce their actual cost share and risks under the other transaction.  Further, access to records needs to be clarified and standardized in regulations (Finding A).

( DoD officials were not always aware of the actual cost to the Federal Government for other transactions.  This occurs because portions of contractors cost contributions for other transactions were allocated to other Government contracts through indirect charges of contractor independent research and development costs.  As a result, the Federal Government, in some cases, paid a greater cost share than shown for the other transactions, and although not required, DoD reports to Congress did not fully disclose the actual costs to the Federal Government for other transactions (Finding B).

( Research contractors’ accounting treatment of cost shares was inconsistent, and contractors did not always use provisional overhead rates for other transactions.  As a result of the accounting treatment, 10 contractors were in technical violation of Cost Accounting Standards for their other Government contracts, and DoD was prematurely charged at least $850,000 more than if DoD provisional overhead rates had been used.  Also, the majority of research contractors did not identify benefits from using other transactions (Finding C).

IG DoD Report No. D-2000-059, “Allegations Relating to the Security Controls on Two 

Air Force Programs,” December 16, 1999

Of the five allegations regarding the Big Safari and Senior Year programs, three allegations were unsubstantiated and two allegations were partially substantiated.  The overall Big Safari Program was not designated as a special access program.  The Big Safari Program provides management, direction, and control of the acquisition, modification, and logistics support for special purpose weapons systems.  From time to time, various Big Safari-directed projects were designated as special access required and security guidance was provided on a case-by-case basis.  Our review of the Greenville facility and past inspection reports for a Big Safari project at Greenville found that the security procedures were satisfactory.  The Senior Year Program was a special access program until July 1999.  The Senior Year Program began its transition toward disestablishment as a special access program in 1994.  During the transition period, the Senior Year Program Office took the necessary steps to ensure a smooth and timely transition.  Once the special access caveats were removed from the security classification guide in July 1994, the program became a collateral program.  The Senior Year Program Office had revised its security classification guide, eliminated its "carve-out" status, changed its funding, and turned security functions over to the Defense Security Service before the program was officially disestablished.  Further, we found no validity to allegations that the Senior Year personnel were being required to have more stringent personnel security investigative or adjudicative requirements, which are characteristic of special access programs.  In conclusion, no indications of improper security procedures resulted from this audit of the Big Safari and the Senior Year programs.

IG DoD Report No. D-2000-056, “DoD Electronic Mall Implementation Planning,” December 15, 1999

The electronic mall is a work in progress and updates are constantly being made to improve its usefulness as a viable source of supply.  However, management needed to address several implementation issues for the mall.  Significant barriers to the Military Departments using the mall existed, duplication of General Services Administration supply programs was not minimized, and no metrics or system to measure the effectiveness of the mall had been developed.  Controls were inadequate to ensure that DoD did not pay twice for bank credit card fees, the mall had an inadequate integrated comparison shopping system, and the cost recovery rate charged appeared to be excessive.  As a result, implementation of the electronic mall might not have progressed as efficiently as possible, there was no assurance that procurement resources were properly used, customers could be paying more than necessary for needed materiel, and depot stocks might not be drawn down.

IG DoD Report No. D-2000-035, “Procurement Systems Year 2000 End-to-End Test,” November 9, 1999

More needs to be done to provide assurance that the Defense Logistics Agency Mechanization of Contract Administration Services procurement system will function properly in the year 2000.  The Defense Logistics Agency conducted end-to-end tests of its mission-critical procurement systems, but did not test external interfaces for any of its mission-critical procurement systems.  Without additional checks, the Director, Defense Logistics Agency cannot ensure that the procurement process will not be adversely affected by data from external interface partners.  At a minimum, checks are needed to ensure that the window being used to interpret the century from the year is clearly defined and communicated to the interface partners to mitigate the risk that the Mechanization of Contract Administration Services procurement system will not function properly in year 2000.
IG DoD Report No. 00-003, “The Air Force Contract Audit Followup System,” 

October 4, 1999

We reviewed 100 statistically sampled audit reports with $460 million costs questioned.  The 

Air Force contract audit followup system was generally accurate and complete.  However, contracting officers experienced delays of 9 to 60 months in settling 12 overage contract audit reports.  As a result, contracting officers sustained a significantly lower percentage of costs questioned, 33.5 percent, for reports over 2 years old, versus sustaining 97 percent for reports settled within 1 year and 81 percent for reports settled within 2 years (Finding A).

Contracting officers did not issue demand letters on seven defective pricing settlements involving $1.6 million in contract overpayments and interest.  Consequently, overpayments and associated interest were not collected in a timely manner in all cases (Finding B).

IG DoD Report No. D-2002-6-009, Audit Policy and Oversight, “The Army Contract Audit Followup Process,” September 18, 2002

Although the Army generally complied with DoD contract audit followup procedures, the Army needs to improve the reliability of its contract audit followup databases and to correctly and timely pursue repayments, including interest.  One settlement we reviewed resulted in a potential Antideficiency Act violation.  The Army should create a process for the accurate and complete preparation of Army semiannual reports to improve their reliability.  The Army should also include the contract audit followup function as an area of special interest in its FY 2003 Procurement Management Review Program.  Increased awareness of debt collection guidance and improved documentation on the status of reportable audits will assist contracting officers to improve their efficiency at dispositioning audit findings.  Finally, the Army must conduct a preliminary review to determine whether a potential Antideficiency Act occurred when a contracting officer settled an audit report and did not send the interest payment to the 

U.S. Treasury.

IG DoD Report No. D-2001-6-003, Audit Policy and Oversight, “Defense Contract Audit Agency’s Role in Integrated Product Teams,” March 23, 2001

DCAA has embraced the Integrated Product Team (IPT) concept and the auditors have developed good working relationships with team members while maintaining their independence.  However, the requestor of audit services did not always know what specific services were required or available, and audit acknowledgments did not always explain what the auditors could or could not provide.  Further, audit procedures could be improved for responding to requests for services, documenting team coordination, planning the IPT proposal reviews, and reporting the audit results.  Audit file documentation frequently did not evidence auditor participation on an IPT.  Budgeted and actual hours varied substantially in some instances, and standard audit programs at two offices were not adjusted to reflect the teaming arrangements.  Several reports did not mention the IPT process, and one office misinterpreted the audit guidance on reporting on the results of an IPT process.  Improved information is needed for both requestors of DCAA audits and the auditors on DCAA participation in IPTs.

IG DoD Report No. D-2000-6-006, Audit Policy and Oversight, “Evaluation Report on Contractor Self-Governance Programs,” April 25, 2000

The Defense Contract Audit Agency performs a review of a contractor’s ethics program as part of its internal control system review of the control environment and accounting system.  The review did not, however, cover all elements of a management control system as defined in the Defense Federal Acquisition Regulation Supplement Subpart 203.70, “Contractor Standards of Conduct.”  Therefore, although the internal control review covered the areas noted in the auditing standards, it did not address the additional areas unique to the DoD business environment.  In addition, the audit coordination process between audit offices cognizant of certain contractor corporate offices and those cognizant of related contractor entities needed improvement.  Finally, improvements could have been made to the testing of controls for certain audit steps.

IG DoD Report No. D-2000-6-004, Audit Policy and Oversight, “Evaluation of the Defense Contract Audit Agency Audit Coverage of Tricare Contracts,” April 17, 2000

The Defense Contract Audit Agency provided the requested audit support for contract awards, change orders, and contract administration.  All 37 audits evaluated complied with DCAA guidance and generally accepted government auditing standards.  However, the TRICARE Management Activity limited its requests for audit coverage to the administrative costs, which were only about 15 to 20 percent of the proposed contract costs.  The remaining 80 to 85 percent represented health care delivery costs.  Because the requests for audit coverage were limited to administrative costs, DoD was at increased risk that unallowable costs were not identified or questioned.

List of Contracting Reports from FY 2002

IG DoD Report No. D-2002-152, “Defense Hotline Allegations Concerning the Procurement of the Seat Management Initiative,” September 25, 2002

IG DoD Report No. D-2002-150, “Procedures for Selecting Contractor Personnel to Perform

Maintenance on Army Aircraft in Bosnia,” September 18, 2002

IG DoD Report No. D-2002-145, “Effect of the Raytheon Defense Business Acquisitions on Pension Plans and DoD-Funded Pension Assets,” September 11, 2002

IG DoD Report No. D-2002-139, “Naval Facilities Engineering Command Environmental Services Contracting,” August 20, 2002

IG DoD Report No. D-2002-137, “Bulk Fuel Infrastructure Military Construction and Maintenance, Repair, and Environmental Project Review Process:  Navy,” August 9, 2002

IG DoD Report No. D-2002-125, “General and Flag Officer Quarters at Pearl Harbor, Hawaii,” July 1, 2002

IG DoD Report No. D-2002-120, “Air National Guard Decision on the Asynchronous Transfer Mode Installation Contract,” June 26, 2002

IG DoD Report No. D-2002-112, “Industrial Prime Vendor Program at the Air Force 

Air Logistics Centers,” June 20, 2002

IG DoD Report No. D-2002-110, “Policies and Procedures for Military Interdepartmental Purchase Requests at Washington Headquarters Services,” June 19, 2002

IG DoD Report No. D-2002-109, “Army Claims Service Military Interdepartmental Purchase Requests,” June 19, 2002

IG DoD Report No. D-2002-106, “Allegations Concerning the Defense Logistics Agency Contract Action Reporting System,” June 14, 2002

IG DoD Report No. D-2002-105, “Fire Performance Tests and Requirements for Shipboard Mattresses,” June 14, 2002

IG DoD Report No. D-2002-097, “Contract Administration Services Function at Edwards 

Air Force Base,” June 4, 2002

IG DoD Report No. D-2002-094, “Pricing of Pharmaceutical Items in the Medical Prime Vendor Program,” May 23, 2002

IG DoD Report No. D-2002-090, “Evaluation of the Defense Supply Center Columbus Qualified Products List and Qualified Manufacturers List Program,” May 14, 2002

IG DoD Report No. D-2002-080, “Quality Deficiency Reporting Procedures for Naval Repair Parts,” April 5, 2002

IG DoD Report No. D-2002-077, “Bulk Fuel Infrastructure Military Construction Project Review Process:  Air Force,” April 3, 2002

IG DoD Report No. D-2002-076, “Funding Invoices to Expedite the Closure of Contracts Before Transitioning to a New DoD Payment System,” March 29, 2002

IG DoD Report No. 2002-075, “Controls Over Purchase Card Program,” March 29, 2002

IG DoD Report No. D-2002-066, “Buy American Act Issues on Procurements of Military Clothing,” March 20, 2002

IG DoD Report No. D-2002-061, “Pilot Program to Treat Procurements of Certain Commercial Services as Commercial Items,” March 13, 2002

IG DoD Report No. D-2002-059, “Results of the Defense Logistics Agency Strategic Supplier Alliance with Honeywell International, Incorporated,” March 13, 2002

IG DoD Report No. D-2002-056, “Controls Over Vendor Payments Made for the Army and Defense Agencies Using the Computerized Accounts Payable System,” March 6, 2002

IG DoD Report No. D-2002-048, “General and Flag Officer Quarters at Fort Shafter, Hawaii; and Fort McPherson, Georgia,” February 12, 2002

IG DoD Report No. D-2002-043, “Defense Reutilization and Marketing Service Public/Private Competition,” January 25, 2002

IG DoD Report No. D-2002-029, “Summary of DoD Purchase Card Program Audit Coverage,” December 27, 2001

IG DoD Report No. D-2002-027, “Closing Overage Contracts Prior to Fielding a New DoD Contractor Payment System,” December 19, 2001

IG DoD Report No. D-2002-023, “Independent Review of the Administrative Appeal Authority Adjustments for Transition Costs to the Military Retired and Annuitant Pay Functions Cost Comparison Study,” December 11, 2001  (Not available on web site.)

IG DoD Report No. D-2002-021, “Maintenance and Repair Type Contracts Awarded by the 

U.S. Army Corps of Engineers Europe,” December 5, 2001

IG DoD Report No. D-2002-020, “General Officer Quarters at Kaneohe Bay, Hawaii; 

Camp Pendleton, California; and Albany, Georgia,” December 5, 2001

IG DoD Report No. D-2002-013, “The Defense Supply Center Richmond Qualified Products List Program,” November 2, 2001

IG DoD Report No. D-2002-008, “Controls Over the Computerized Accounts Payable System at Defense Finance and Accounting Service Kansas City,” October 19, 2001

IG DoD Report No. D-2002-6-009, Audit Policy and Oversight, “The Army Contract Audit Followup Process,” September 18, 2002

List of Contracting Reports from FY 2001

IG DoD Report No. D-2001-189, “Multiple Award Contracts for Services,” September 30, 2001

IG DoD Report No. D-2001-188, “Revised DoD Progress Payment Practices,” 

September 27, 2001

IG DoD Report No. D-2001-185, “FY 2000 U.S. Army Corps of Engineers Obligations for DoD Component Contracts,” September 21, 2001

IG DoD Report No. D-2001-178, “Summary of DoD Acquisition Program Audit Coverage,” September 10, 2001

IG DoD Report No. D-2001-173, “Independent Review of the Defense Finance and Accounting Service Cost Comparison Study of Civilian Pay Function,” August 14, 2001  (Not available on web site.)

IG DoD Report No. D-2001-171, “Industrial Prime Vendor Program at the Naval Aviation Depot - Cherry Point,” August 6, 2001

IG DoD Report No. D-2001-161, “Unliquidated Obligations for Air Force-Funded Projects Administered by the Naval Facilities Engineering Command,” July 26, 2001

IG DoD Report No. D-2001-150, “DoD Review of Flight Safety Critical Threaded Fasteners and Components,” June 25, 2001

IG DoD Report No. D-2001-148, “Automated Transportation Payments,” June 22, 2001

IG DoD Report No. D-2001-134, “Bulk Fuel Infrastructure Military Construction Project Review Process:  Pacific,” June 4, 2001

IG DoD Report No. D-2001-129, “Contracting Officer Determinations of Price Reasonableness When Cost or Pricing Data Were Not Obtained,” May 30, 2001

IG DoD Report No. D-2001-127, “Data Reliability Assessment Review of win.COMPARE2 Software,” May 23, 2001

IG DoD Report No. D-2001-125, “Procurement Actions Related to the 3.0 Managed Care

Support Services Request for Proposal,” May 22, 2001

IG DoD Report No. D-2001-118, “Public/Private Competition at Lackland Air Force Base,” 

May 14, 2001

IG DoD Report No. D-2001-114, “DoD Contractor Debt Collection Process,” May 7, 2001

IG DoD Report No. D-2001-104, “Bulk Fuel Related Projects at Naval Station Rota and 

Moron Air Base, Spain,” April 19, 2001

IG DoD Report No. D-2001-101, “Controls Over Electronic  Document Management,” 

April 16, 2001

IG DoD Report No. D-2001-094, “Management of Contracts for F110 Engine Procurements,” April 4, 2001

IG DoD Report No. D-2001-090, “Obligations and Duplicate Payments on Air Force Maintenance Contract FA2550-96-C-0003,” March 30, 2001

IG DoD Report No. D-2001-082, “Management of the Commercial Operations and Support Savings Initiative Program,” March 19, 2001

IG DoD Report No. D-2001-077, “Buying Program of the Standard Automated Materiel Management System Automated Small Purchase System:  Defense Supply Center Philadelphia,” March 13, 2001

IG DoD Report No. D-2001-076, “Acquisition of General and Industrial Items,” March 13, 2001

IG DoD Report No. D-2001-075, “Standard Procurement System Use and User Satisfaction,” March 13, 2001

IG DoD Report No. D-2001-072, “Industrial Prime Vendor Program at the Naval Aviation Depot (North Island),” March 5, 2001

IG DoD Report No. D-2001-069, “Pilot Program on Sales of Manufactured Articles and Services of Army Industrial Facilities,” March 1, 2001

IG DoD Report No. D-2001-061, “Waivers of Requirement for Contractors to Provide Cost or Pricing Data,” February 28, 2001

IG DoD Report No. D-2001-054, “Defense Logistics Agency Product Verification Program,” February 21, 2001

IG DoD Report No. D-2001-051, “Use of Federal Acquisition Regulation Part 12 Contracts for Applied Research,” February 15, 2001

IG DoD Report No. D-2001-047, “Equipment Procurement for the National Guard and Reserve Forces,” February 7, 2001

IG DoD Report No. D-2001-043, “Management of National Guard Weapons of Mass Destruction-Civil Support Teams,” January 31, 2001  (Not available on web site.)

IG DoD Report No. D-2001-040, “Bulk Fuel Infrastructure Maintenance, Repair, and Environmental Project Review Process:  Pacific,” January 30, 2001

IG DoD Report No. D-2001-038, “Allegations Relating to the Procurement of a Report Module for the Composite Health Care System II,” January 29, 2001

IG DoD, Report No. D-2001-034, “Army Healthcare Enterprise Management System,” 

January 16, 2001

IG DoD Report No. D-2001-029, “General Controls Over the Electronic Document Access System,” December 27, 2000

IG DoD Report No. D-2001-028, “Compliance with Procurement Laws in Purchasing Free

Weights and Other Strength Building Equipment,” December 27, 2000

IG DoD Report No. D-2001-027, “Navy Management Controls Over General and Flag Officer Quarters Costs,” December 26, 2000

IG DoD Report No. D-2001-023, “Implementation of Most Efficient Organization for the Defense Finance and Accounting Service Commissary Vendor Payment Function,” 

December 20, 2001

IG DoD Report No. D-2001-006, “Bulk Fuel Storage Requirements for Maintenance, Repair, and Environmental Projects at Fort Hood, Texas,” October 23, 2000

IG DoD Report No. D-2001-003, “Bulk Fuel Storage and Delivery Systems Infrastructure Military Construction Requirements for Japan,” October 13, 2000

IG DoD Report No. D-2001-002, “Defense Logistics Agency Customer Returns Improvement Initiative Program,” October 12, 2000

IG DoD Report No. D-2001-001, “Contract Award for the Fluid Flow Restrictor Spare Part,” October 3, 2000
IG DoD Report No. D-2001-6-003, Audit Policy and Oversight, “Defense Contract Audit Agency’s Role in Integrated Product Teams,” March 23, 2001

List of Contracting Reports from FY 2000

IG DoD Report No. D-2000-192, “Results of the Defense Logistics Agency Strategic Supplier Alliance for Catalog Items,” September 29, 2000  (Not available on web site.)

IG DoD Report No. D-2000-188, “Contract Management for the National Defense Center for Environmental Excellence,” September 14, 2000

IG DoD Report No. D-2000-180, “Commercial Contract for Total Logistics Support of Aircraft Auxiliary Power Units,” August 31, 2000

IG DoD Report No. D-2000-171, “Reacquisition of Surplus Material by the Defense Logistics Agency,” August 9, 2000

IG DoD Report No. D-2000-164, “Bulk Fuel Storage and Delivery Systems Infrastructure Requirements for Yakima Training Center, Washington,” July 20, 2000

IG DoD, Report No. D-2000-162, “Summary of Audits of Acquisition of Information Technology,” July 13, 2000

IG DoD Report No. 2000-159, “U.S. Joint Forces Command Comptroller Division Operations,” June 12, 2000

IG DoD Report No. D-2000-139, “Controls Over the Integrated Accounts Payable System,” 

June 5, 2000

IG DoD Report No. 2000-129, “Air Force Contract for Installation of Radios and Antennae,” May 22, 2000

IG DoD Report No. D-2000-117, “Independent Review of the Defense Finance and Accounting Service Competitive Sourcing Study of the Depot Maintenance Accounting Function,” 

April 28, 2000  (Not available on web site.)

IG DoD Report No. D-2000-114, “Six Information Technology Services Contracts for the Defense Intelligence Community,” April 24, 2000

IG DoD Report No. D-2000-108, “Radioactive Material Containment Bags,” March 22, 2000

IG DoD Report No. D-2000-107, “Navy Acquisition of Air Membrane Dehydrators,” 

March 23, 2000

IG DoD Report No. D-2000-105, “Contracting for Anthrax Vaccine,” March 22, 2000  

(Not available on web site.)

IG DoD Report No. D-2000-104, “Controls Over Obligations at Washington Headquarters Services,” March 22, 2000

IG DoD Report No. D-2000-102, “Military Working Dog Procurements,” March 14, 2000

IG DoD Report No. D-2000-100, “Contracts for Professional, Administrative, and Management Support Services,” March 10, 2000

IG DoD Report No. D-2000-099, “Procurement of the Propeller Blade Heaters for the C-130 and P-3 Aircraft,” June 12, 2000

IG DoD Report No. D-2000-098, “Spare Parts and Logistics Support Procured on a Virtual Prime Vendor Contract,” June 16, 2000

IG DoD Report No. D-2000-088, “DoD Acquisition Workforce Reduction Trends and Impacts,” February 29, 2000

IG DoD Report No. D-2000-075, “Administration and Management of the Civil Air Patrol,” February 15, 2000

IG DoD Report No. D-2000-071, “Maintenance and Repair of DoD General and Flag Officer Quarters,” January 27, 2000

IG DoD Report No. D-2000-065, “Costs Charged to Other Transactions,” December 27, 1999

IG DoD Report No. D-2000-063, “Audit of Information Technology Funding in the Department of Defense,” December 17, 1999

IG DoD Report No. D-2000-061, “Ballistic Missile Defense Organization Technology Selection Process for the Discriminating Interceptor Technology Program Laser Radar,” 

December 17, 1999

IG DoD Report No. D-2000-059, “Allegations Relating to the Security Controls on Two 

Air Force Programs,” December 16, 1999

IG DoD Report No. D-2000-056, “DoD Electronic Mall Implementation Planning,” 

December 15, 1999

IG DoD Report No. D-2000-035, “Procurement Systems Year 2000 End-to-End Test,” November 9, 1999

IG DoD Report No. 00-003, “The Air Force Contract Audit Followup System,” October 4, 1999

IG DoD Report No. D-2000-6-007, Audit Policy and Oversight, “Evaluation of Contractor Accounting and Estimating for Postretirement Benefit Costs and Related DoD Oversight,” August 4, 2000

IG DoD Report No. D-2000-6-006, Audit Policy and Oversight, “Evaluation Report on Contractor Self-Governance Programs,” April 25, 2000

IG DoD Report No. D-2000-6-004, Audit Policy and Oversight, “Evaluation of the Defense Contract Audit Agency Audit Coverage of Tricare Contracts,” April 17, 2000

List of Selected Reports from Prior to FY 2000

IG DoD Report No. 99-166, “Initial Implementation of the Standard Procurement System,” 

May 26, 1999

IG DoD Report No. 99-116, “DoD Use of Multiple Award Task Order Contracts,” April 2, 1999

IG DoD Report No. 99-023, “Procurement of Military Clothing and Related Items by Military Organizations,” October 29, 1998
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Matrix of Contracting Reports (continued)
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	X
	
	
	
	

	D-2001-072
	
	
	X
	
	
	
	

	D-2000-192
	
	
	X
	
	
	
	

	D-2000-180
	
	
	X
	
	
	
	

	D-2000-099
	
	
	X
	
	
	
	

	D-2000-098
	
	
	X
	
	
	
	

	D-2002-152
	
	
	
	X
	
	
	

	D-2001-034
	
	
	
	X
	
	
	

	D-2000-162
	
	
	
	X
	
	
	

	D-2000-114
	
	
	
	X
	
	
	

	D-2000-063
	
	
	
	X
	
	
	

	D-2002-110
	
	
	
	
	X
	
	

	D-2002-109
	
	
	
	
	X
	
	

	D-2001-185
	
	
	
	
	X
	
	

	D-2001-161
	
	
	
	
	X
	
	

	D-2000-104
	
	
	
	
	X
	
	

	D-2001-189
	
	
	
	
	
	X
	

	99-116
	
	
	
	
	
	X
	

	D-2002-043
	
	
	
	
	
	
	X

	D-2002-023
	
	
	
	
	
	
	X

	D-2001-173
	
	
	
	
	
	
	X

	D-2001-127
	
	
	
	
	
	
	X

	D-2001-118
	
	
	
	
	
	
	X

	D-2001-023
	
	
	
	
	
	
	X

	D-2000-117
	
	
	
	
	
	
	X


Matrix of Contracting Reports (continued)

	

IG DoD
Report No.
	
Qualified Products List

	

Service Contracts
	

Specific Procurements
	
Standard Procurement System (SPS)
	Summary of DoD Acquisition Program Audit Coverage
	
Other Contracting Audits

	D-2002-090
	X
	
	
	
	
	

	D-2002-013
	X
	
	
	
	
	

	D-2002-139
	
	X
	
	
	
	

	D-2000-100
	
	X
	
	
	
	

	D-2002-120
	
	
	X
	
	
	

	D-2002-106
	
	
	X
	
	
	

	D-2002-105
	
	
	X
	
	
	

	D-2001-125
	
	
	X
	
	
	

	D-2001-094
	
	
	X
	
	
	

	D-2001-047
	
	
	X
	
	
	

	D-2001-038
	
	
	X
	
	
	

	D-2001-001
	
	
	X
	
	
	

	D-2000-129
	
	
	X
	
	
	

	D-2000-107
	
	
	X
	
	
	

	D-2000-105
	
	
	X
	
	
	

	D-2000-102
	
	
	X
	
	
	

	D-2000-061
	
	
	X
	
	
	

	D-2001-075
	
	
	
	X
	
	

	99-166
	
	
	
	X
	
	

	D-2001-178
	
	
	
	
	X
	

	D-2002-150
	
	
	
	
	
	X

	D-2001-082
	
	
	
	
	
	X

	D-2001-076
	
	
	
	
	
	X

	D-2001-069
	
	
	
	
	
	X

	D-2001-043
	
	
	
	
	
	X

	D-2000-171
	
	
	
	
	
	X

	D-2000-075
	
	
	
	
	
	X

	D-2000-065
	
	
	
	
	
	X

	D-2000-059
	
	
	
	
	
	X

	D-2000-056
	
	
	
	
	
	X

	D-2000-035
	
	
	
	
	
	X

	00-003
	
	
	
	
	
	X

	D-2002-6-009


	
	
	
	
	
	X

	D-2001-6-003


	
	
	
	
	
	X

	D-2000-6-006


	
	
	
	
	
	X

	D-2000-6-004


	
	
	
	
	
	X


