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INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 

400 ARMY NAVY DRIVE 
ARLINGTON. VIRGINIA 22202-2884 

April 3, 1992 

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE FOR ACQUISITION 
DIRECTOR, DEFENSE RESEARCH AND ENGINEERING 
DIRECTOR OF DEFENSE PROCUREMENT 
ASSISTANT SECRETARY OF THE DEFENSE (COMMAND, 

CONTROL, COMMUNICATIONS and INTELLIGENCE) 
COMPTROLLER OF THE DEPARTMENT OF DEFENSE 
ASSISTANT SECRETARY OF THE ARMY (FINANCIAL 

MANAGEMENT) 
ASSISTANT SECRETARY OF THE NAVY (FINANCIAL 

MANAGEMENT) 
ASSISTANT SECRETARY OF THE AIR FORCE 

(FINANCIAL MANAGEMENT AND COMPTROLLER) 
DIRECTOR, DEFENSE LOGISTICS AGENCY 

SUBJECT:  Final Quick-Reaction Report on DoD Procurements Through 
the Tennessee Valley Authority (Report No. 92-069) 

introduction 

During FY 1991, the Office of the Director, Defense Research 
and Engineering; the Army, Navy, and Air Force; and Defense 
Logistics Agency (DLA) activities issued 306 interagency orders 
valued at about $149 million to the Tennessee Valley Authority 
(TVA) to procure support services and various equipment items. 
Of the $149 million, 160 orders valued at $95.7 million were 
issued to TVA in August and September 1991 with expiring funds 
(Appendix A). On September 17, 1991, we met with representatives 
of the Inspector General, TVA, to discuss potential problems with 
DoD procurements through the TVA. On October 11, 1991, we 
announced a cooperative audit with the Inspector General, TVA, to 
evaluate the DoD use of interagency orders to obtain contracting 
support from the TVA. 

Authorization of Orders. DoD officials, who lacked 
authority under the FAR and DFARS to approve interagency 
acquisitions, improperly authorized 147 interagency orders to 
transfer $84.8 million of expiring funds during August and 
September 1991 to TVA to achieve technical obligation of those 
funds. The interagency orders to TVA involved "contract 
offloading" or using TVA contracting capabilities rather than the 
DoD contracting system. DoD is paying TVA a brokerage fee ranging 
from 5 to 10 percent of the total value of each order to perform 
contracting functions that DoD should perform. In addition, 
internal control procedures and practices at the DoD activities 
involved were not adequate to ensure that contracting officers 
approved  interagency  orders  as  required  by  the  Federal 



Acquisition Regulation (FAR) and Defense Federal Acquisition 
Regulation Supplement (DFARS), or to preclude the transfer of 
funds to the TVA on orders that were not properly authorized. 
This report addresses only those orders with funds issued to TVA 
in August and September 1991. A subsequent report will address 
the overall management of the interagency agreement program with 
TVA and funding received by the TVA from DoD activities before 
August 1, 1991. We are also performing similar audits with the 
Inspectors General of the Department of Energy and the National 
Aeronautical and Space Administration. 

Corrective OSD Actions. We received excellent cooperation 
from the comptroller of the Department of Defense, who insisted 
that the TVA cease contracting actions on questionable orders. On 
October 24, 1991, the Inspector General, DoD, sent the 
Comptroller a memorandum requesting that he authorize TVA to 
suspend contract awards for 30 days for those DoD orders received 
during September 1991. On November 12, 1991, in a letter to the 
President, Resources Group, TVA, the Comptroller requested that 
TVA suspend actions that would further obligate DoD funds on 
interagency orders received during September 1991. On 
November 13, 1991, the Comptroller issued a memorandum to inform 
the Military Departments and Defense agencies that he had 
requested TVA to temporarily suspend contracting actions. In a 
letter to TVA on December 17, 1991, the Comptroller requested 
that TVA refrain from further contract activity on the 
contracting actions until additional guidance was provided. The 
complete text of this correspondence is contained in Appendix B. 

On October 25, 1991, the Under Secretary of Defense for 
Acquisition issued a memorandum to the Secretaries of the 
Military Departments and Directors of the Defense agencies to 
reinforce DoD policies regarding contract offloading and to 
request aggressive actions to ensure compliance with established 
policies regarding the use of interagency agreements 
(Appendix C). The memorandum solicited continued support from 
the Military Departments and DLA in minimizing the risk of orders 
for interagency acquisitions being placed by unauthorized DoD 
program officials. 

Armv Actions. On December 26, 1991, the Assistant Secretary 
of the Army (Research, Development and Acquisition) issued a 
message to all Army legal offices, comptrollers, resource 
managers, and finance and accounting offices concerning Army 
activities1 continuation of improper contract offloading 
practices and possible funding violations, and stated that these 
practices must cease immediately. The message requested that all 
activities that sent work or funds to TVA in fiscal years 1990 
and 1991, submit a detailed report including justification for 
the need to procure through TVA (Appendix D). 



Objectives and Scope 

jnspector General. DoD. The objective of the audit was to 
evaluate the use of interagency agreements and orders to obtain 
contracting support from the TVA. For this report, we determined 
whether DoD contracting officers reviewed the requirements on the 
interagency orders and authorized the interagency acquisitions in 
accordance with the FAR and DFARS. We also examined the 
interagency orders issued to TVA in August and September 1991 to 
determine compliance with year-end spending restrictions. We 
visited the TVA, Knoxville, Tennessee, to interview 
representatives of the Technology Brokering Program (TBP) and 
General Counsel, TVA, obtain interagency agreements, ordering 
documents, invoices, and correspondence relating to DoD orders to 
the TBP and TVA's Work-For-Others (WFO) Program at Muscle Shoals, 
Alabama, during FY 1991. We queried DoD activities that issued 
interagency orders to TVA, using a questionnaire. We examined 
186 orders valued at $106.5 million that were issued to TVA by 
DoD activities during August or September 1991 to ensure 
compliance with year-end spending restrictions. 

This report is based on work performed from October through 
December 1991. The audit was made in accordance with auditing 
standards issued by the Comptroller General of the United States, 
as implemented by the Inspector General, DoD. Accordingly, we 
included such tests of internal controls as were considered 
necessary. We did not rely on computer-based data to accomplish 
the audit objectives. Activities contacted are listed at 
Appendix E. 

Inspector General. TVA. As part of the cooperative audit 
between DoD and TVA, the Inspector General, TVA evaluated the TVA 
compliance with applicable procurement laws and regulations; 
achievement of the Technology Brokering Program objectives; and 
procedures used by DoD to obtain contracting support from the 
TVA. The review was conducted from October through December 1991. 
The Inspector General, TVA: 

o sampled contractual agreements issued by TVA during 
FY 1991 on a judgmental basis, to determine the nature of the 
work accepted by the TBP, 

o interviewed TVA contractors (cooperators) to 
determine how the TBP was marketed and the extent of the contract 
administration process performed by TVA, 

o performed a limited review of the internal controls 
relating to the contract administration process, 

* 
o reviewed the basis for the brokerage fee charged by 

TVA to administer the TBP, and 

o examined the use of interest earned on monies from 
funding activities. 



The Inspector General, TVA is planning to issue a final 
audit report on the results of their audit of the TBP in April 
1992. 

Internal Controls 

The audit identified a material internal control weakness as 
defined by Public Law 97-255, OMB Circular No. A-123 and DoD 
Directive 5010.38. Internal accounting and administrative 
controls either did not exist or were inadequate to preclude 
unauthorized issuance of interagency orders and to preclude 
payments on interagency orders that were not approved by DoD 
contracting officers. DoD program officials circumvented 
established policy and exceeded their authority by not obtaining 
required approvals from DoD contracting officers in placing 
interagency orders with TVA. Additionally, corrective actions 
were not implemented on deficiencies reported in prior audit 
reports of interagency acquisitions through the Library of 
Congress and the Department of Energy. We attributed these 
conditions to a lack of management emphasis on implementing 
control procedures by the Military Departments. Compliance with 
the FAR and DFARS procedures for interagency acquisitions would 
probably have prevented the deficiencies discussed in this 
report. Contracting officers generally have the skills and 
requisite training necessary to determine whether another Federal 
agency can provide the needed supplies and services more 
economically and efficiently than through direct DoD contracting. 
In the DoD FY 1991 annual statement of assurance, the Army and 
Navy identified the inappropriate offloading of contract 
requirements as a material weakness. The target date for 
correction of the weakness is FY 1992. The Air Force stated that 
it corrected a material weakness in contract offloading 
identified in FY 1990 through changes to policy and regulations. 
Implementation of the report recommendations should correct the 
weaknesses. A copy of this report will be provided to the senior 
internal control officials in OSD and the Army, Navy, and Air 
Force. 

Prior Audit Coverage 

During the last 3 years, the Inspector General, DoD issued 
the following reports on contracting through interagency 
agreements with non-DoD agencies. 

o Report No. 90-034, "Contracting Through Interagency 
Agreements with the Library of Congress," February 9, 1990 

o Report No. 90-085, "DoD Hotline Allegation of 
Irregularities in DoD Contractual Arrangements, with the 
Department of Energy," June 19, 1990 

The Inspector General, DoD also has the following audits in 
process. 



o Project No. 1CH-0033, "Allegations of Improprieties 
Involving DoD Acquisition of Services Through the Department of 
Energy," which is a cooperative audit with the Inspector General, 
Department of Energy. 

o Project No. 1CA-8004, "DoD Procurements Through the 
Jet Propulsion Laboratory," which is a cooperative audit with 
the Inspector General, National Aeronautics and Space 
Administration. 

pacfcaround 

interaaency Acquisitions. The Economy Act of 1932, U.S.C., 
title 31, section 1535, provides the authority and conditions for 
interagency acquisition of goods and services. The Act 
authorizes the head of an agency or major organizational unit 
within an agency to acquire goods or services from another 
agency, if the other agency is in a position to provide or obtain 
by contract the services or goods ordered; the head of the agency 
or unit determines that it is in the best interest of the 
Government; and the head of the agency determines that the 
services cannot be obtained as conveniently or cheaply from a 
commercial enterprise. The Act further defines the head of an 
agency or unit as the Secretary of Defense or the Secretary of a 
Military Department. The FAR Subpart 6.002, "Competition 
Requirements," states that no agency shall contract for supplies 
and services from another agency for the purpose of avoiding the 
requirements of competitive contracting. 

The FAR Subpart 17.502, "Interagency Acquisitions Under the 
Economy Act," requires that the head of the requesting agency, or 
designee, make a determination that orders placed under the Act 
with another agency are in the best interest of the Government 
prior to placing the orders. The DFARS 217.502 (1988 edition) 
states that a DoD contracting officer is the designee to make the 
determination required by the FAR. The purpose of the FAR and 
DFARS requirements are to ensure that the expert knowledge of DoD 
contracting officers is fully utilized in determining that it is 
in the best interest of DoD to obtain required supplies or 
services through an interagency acquisition rather than through 
direct contracting by DoD. 

The FAR Subpart 17.504(b), "Ordering Procedures," states 
that an interagency order may be placed on any form or document 
that is acceptable to both agencies, as long as the order 
includes a description of the supplies or services required, 
delivery requirements, a funds citation, a payment provision, and 
acquisition authority as may be appropriate. Two documents that 
are used to place interagency orders are a contract' instrument, 
such as a delivery order placed on a DD Form 1155, "Order for 
Supplies and Services," or a DD Form 448, "Military 
Interdepartmental Purchase Request (MIPR)." The contract 
instrument is signed by a contracting officer and, if above 
$25,000, will be identified in the DD 350 Individual Contract 



Action Reporting System. A MIPR is a purchase request authorized 
by DFARS 208.7006 to be used to procure items assigned to another 
DoD Component or the General Services Administration for 
integrated materiel management. A MIPR may also be used to 
acquire nonpersonal services in accordance with single department 
acquisition assignments or agreements between departments within 
DoD as provided in DFARS 208.7005. A MIPR is not intended to be 
used to procure supplies or services from other agencies, and 
there is no requirement for purchases using MIPRS to be 
identified in the DD 350 Individual Contract Action Reporting 
System. 

TVA Programs. The TVA accepted interagency orders from DoD 
activities under two programs: the TBP, which is managed at TyA 
offices in Knoxville, Tennessee, and the WFO Program, which is 
managed by the TVA National Fertilizer and Environmental Research 
Center at Muscle Shoals, Alabama. For performing the contracting 
function and administering the programs, the TBP and WFO assessed 
DoD activities a fee ranging from 5 to 10 percent per order 
depending on total dollar values of the orders. The TVA 
established the TBP in 1988 and received $500,000 in interagency 
orders from DoD activities in the first year. Total receipts for 
the TBP increased to over $40 million in FY 1991, through July, 
and the program received an additional $106.5 million from DoD 
activities in August and September 1991. 

Year-end Spendina. The subject of year-end spending was 
addressed in several Office of Management and Budget (0MB) policy 
letters during the last 10 years. In 1981, the Office of Federal 
Procurement Policy, OMB, issued Policy Letter 81-1, which stated 
that each agency head is responsible for ensuring efficient and 
economical procurement by reducing wasteful practices resulting 
from hurried or unnecessary end-of-year procurements. In 1987, 
and again in 1988, the Director, OMB, issued memorandums asking 
agency heads to prevent wasteful year-end spending through the 
obligation of funds solely to keep them from lapsing or being 
reported as unobligated at fiscal year end. 

Discussion 

DoD officials, who lacked authority under the Economy Act, 
the FAR, and the DFARS to approve interagency acquisitions, 
transferred expiring funds during August and September 1991 to 
achieve technical obligation of those funds. The TVA accepted 
the orders assuming they were properly authorized by DoD 
activities. The DoD activities that issued unauthorized 
interagency orders to the TVA are identified in Appendix A. 

Contracting Officer Approval. Using a questionnaire, we 
contacted the DoD activities that issued interagency orders to 
the TVA during FY 1991 to determine whether the orders were 
approved in advance of issuance by a DoD contracting officer. We 
determined that only 3 of the 306 interagency orders issued 
during FY 1991 were properly authorized by DoD contracting 



officers. Another 62 interagency orders were reported as 
reviewed by contracting officers, but those with determinations 
and findings did not adequately support the fact that the 
supplies or services could not be provided more conveniently or 
economically by a commercial source, and those without 
determinations and findings only had verbal contracting officer's 
approval. The remaining 303 orders were unauthorized 
acquisitions. The responses from all DoD activities queried are 
not included in this report because some responses clearly 
exhibited a lack of knowledge of DoD contracting principles and a 
lack of understanding of year-end spending restrictions. The 
responses were provided to appropriate command personnel in the 
Military Departments. 

Year-end Spendina. During August and September 1991, DoD 
activities issued 186 interagency orders valued at $106.5 million 
to TVA. We determined that 160 of these orders valued at 
$95.7 million involved transfers of funds due to expire at the 
end of FY 1991. Acceptance of the orders by TVA was sufficient 
evidence to support the recording of an obligation on the DoD 
financial records. We considered as inappropriate year-end 
spending, those interagency orders lacking proper contracting 
officer determinations and approvals, which were issued during 
August or September 1991 and cited expiring funds. We also 
considered as year-end spending orders citing expiring funds for 
ongoing projects that were not identified in statements of work 
prior to August or September 1991. 

The following are examples of orders issued to the TVA 
during August or September 1991. 

o On August 21, 1991, the Naval Ship Systems 
Engineering Station in Philadelphia, Pennsylvania, requested that 
TVA contract with Engineering Visions, Incorporated, for various 
prototype modernization projects for Navy vessels. The Station 
transferred Navy Operation and Maintenance (O&M) funds in the 
amount of $6,067,220 for this procurement. 

o On September 10, 1991, the U.S. Army John F. Kennedy 
Special Warfare Center and School at Fort Bragg, North Carolina, 
requested TVA to procure 404 Intel model 386 laptop computers, 
404 portable Diconix printers, and associated software for the 
computers. These computers were for student use at the School. 
Army O&M funds in the amount of $2,007,108 were provided for this 
procurement. 

o On September 16, 1991, U.S. Forces, Korea (USFK) 
requested TVA to contract for the development of a decision 
support system to support information requirements of the 
Commander, USFK. An initial increment of Army O&M funds in the 
amount of $1.0 million was provided for this procurement. These 
funds were withdrawn by the USFK after we inquired about approval 
of the order. 



o In September 1991, the Air Force, Headquarters, 
834th Air Base Wing at Hurlburt Field, Florida, sent 10 MIPRs to 
TVA to obtain goods and services such as a gas utility vehicle, 
hand-held handi-talkies with headsets and boom microphones, 
asbestos removal, design of a machine gun range, and a 
requirement to clear trees and underbrush. Air Force O&M funds 
of $995,000 were provided for these procurements. 

o During August and September 1991, the Army All 
Source Analysis System Program Office (ASAS) transferred O&M 
funds of $2,162,900 to TVA to develop requirements and evaluate 
hardware and software architecture for the ASAS Training System. 
These funds were subsequently withdrawn. 

As a result of our inquiries during this audit, 
10 activities withdrew $5.9 million from TVA (Appendix F). The 
DoD activities listed in Appendix A should terminate those 
interagency orders issued inappropriately during August or 
September 1991 and procure the valid supplies or services through 
a contracting office. 

Status of Orders Accepted bv TVA. TVA stopped contracting 
actions on 137 of the 186 DoD interagency orders, valued at 
$84.5 million, as the result of two requests from the 
Comptroller, DoD (November 12, and December 17, 1991). The TVA 
also delayed issuance of definitized contracts for another 
16 orders, valued at $20.2 million for which it had issued 
letters of intent to contractors prior to the suspension. A 
letter of intent authorizes the contractor to proceed with work 
and to incur costs up to a specified ceiling amount prior to 
receiving a formal contract. The TVA letters of intent, however, 
do not authorize contractors to submit invoices prior to award of 
the formal contract. 

Under the Economy Act, U.S.C., title 31, section 1535, any 
funds transferred to another agency under the Act must be 
deobligated at the end of the fiscal year unless the performing 
agency has incurred valid obligations under the agreement. For 
these purposes, valid obligations can only be incurred after a 
contract has been established. Until a contract is issued by 
TVA, a binding obligation of DoD funds has not occurred. 
Further, section 1311(a) of the Economy Act states that the 
procuring agency may not have more time to execute the 
procurement through contracts than the agency issuing the orders 
would have had, if it had done the procuring. All DoD 
interagency orders issued to TVA, using expiring FY 1991 funds 
that were not placed on contracts by TVA prior to 
September 30, 1991, should have been canceled and the funds 
deobligated in accordance with the Act. Also, those- orders with 
expiring funds issued to TVA on which TVA has issued letters of 
intent after September 30, 1991, should be terminated and funded 
with current year's funds. A onetime monetary benefit of 
$13.2 million can be realized by the cancellation of these 
interagency orders.  This includes $7.3 million in TVA brokerage 



fees, from cancellation of the interagency orders shown in 
Appendix A, and $5.9 million for the interagency orders in 
Appendix F that were withdrawn by DoD activities. Additional 
savings of up to $84.2 million could be realized if requirements 
for the orders, identified in Appendix A, are not needed. 

Reasons for use of TVA. Some of the reasons cited by 
program officials, in response to our inquiries, for the absence 
of a DoD contracting officer's approval on the orders were: 

o the requiring activity did not have a contracting 
office, 

o the program official was not aware that approval by 
a DoD contracting officer was required, 

o the program office believed TVA was responsible for 
determining compliance with applicable laws, 

o a contracting officers approval would have delayed 
issuance of the order, 

o the program office did not want to  "overtax" 
contract personnel, and 

o the contracting office denied the request to use TVA 
so the activity obtained services through TVA directly. 

These reasons indicate that adequate corrective actions were 
not taken by the Military Departments to strengthen internal 
controls after issuance of previous Inspector General, DoD, audit 
reports on contract offloading. Those reports described the 
inappropriate issuance of DoD interagency orders to the Library 
of Congress in Report No. 90-034, "Contracting Through the 
Interagency Agreements with the Library of congress," 
February 9, 1990, and the Department of Energy, Report 
No. 90-085, "DoD Hotline Allegation of Irregularities in DoD 
Contractual Arrangements with the Department of Energy," 
June 19, 1990. As a result of those audits, the Principal Deputy 
Assistant Secretary of Defense (Production and Logistics) issued 
a May 10, 1990, memorandum that solicited support of the Military 
Departments and DLA in training program officials and in 
establishing internal control procedures to prevent placement of 
interagency orders by unauthorized DoD program officials. 

Forms Used. All of the unauthorized interagency orders were 
placed using MIPRs (DD Form 448) or similar Navy forms. MIPRs, 
when issued by one DoD Component to another DoD Component, do not 
require contracting officer approval. Because the. interagency 
acquisitions to TVA were made on MIPRs rather than contract 
instruments, the acquisitions through another Government agency 
were not obvious to senior DoD managers. Also, the MIPRs were 
not included in the DD 350 Individual Contract Action Reporting 
System. Because these were unauthorized acquisitions that did not 
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comply with the requirements of the Economy Act, the FAR and 
DFARS, appropriate disciplinary actions should be initiated 
against those program officials who knowingly exceeded their 
authority and circumvented applicable laws and regulations when 
authorizing or placing interagency orders with TVA. In addition, 
DoD procurement officials should be required to use a form when 
procuring goods and services from non-DoD agencies that includes 
sections to be completed and signed by a contracting officer. 

Recommendations for Corrective Actions 

We recommend that the Assistant Secretary of Defense 
(Command, Control, Communications and Intelligence), the Service 
Acquisition Executives, and the Director, Defense Logistics 
Agency: 

1. Cancel all interagency orders to the Tennessee Valley 
Authority listed in Appendix A that are determined to be improper 
or unauthorized, that have not been placed on contract, or that 
have letters of intent to contractors but where no costs were 
incurred. 

2. Determine the appropriateness of terminating or reducing 
interagency orders where the Tennessee Valley Authority has only 
issued letters of commitment to contractors and verify that 
proper funding is used on any contracts that are awarded. 

3. Prohibit placement of requests for supplemental work 
under existing interagency agreements if not properly approved by 
a DoD contracting officer. 

4. Initiate disciplinary action against program officials 
who knowingly exceeded their authority by improperly authorizing 
or placing interagency orders with the Tennessee Valley 
Authority. 

5. Discontinue the use of Military Interdepartmental 
Purchase Requests (DD Form 448) and similar forms to order goods 
and services from other Federal agencies and develop a form that 
includes a section for completion by contracting officers to 
document compliance with the Federal Acquisition Regulation and 
the Defense Federal Acquisition Regulation Supplement. 

6. Provide information on canceled orders and disciplinary 
actions taken against program officials to the Assistant 
Inspector General for Analysis and Followup, DoD. 

Managern«** nttmmenfcs 

A draft of this report was issued on December 18, 1991. We 
received prompt comments from the Assistant Secretary of the Army 
(Research, Development and Acquisition); Assistant secretary of 
the Navy (Research, Development and Acquisition); Assistant 
Secretary of the Air Force (Acquisition); Director, Defense 
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Logistics Agency; and Director of Defense Procurement. We also 
received comments from the Director, Defense Research and 
Engineering and the Assistant Secretary of Defense (Command, 
Control, Communications and Intelligence) on February 5, 1992. A 
complete text of all comments is provided in Appendices I 
through 0. 

Armv comments. The Assistant Secretary of the Army 
(Research, Development and Acquisition) substantially concurred 
with the finding and recommendations and stated that all orders 
not placed on contract by TVA, and not processed in compliance 
with the Economy Act and DoD year-end spending policies would be 
canceled. The estimated completion date for this action is 
March 31, 1992. The Assistant Secretary stated that the Army 
would review all interagency orders where only letters of intent 
have been issued; and when appropriate, request that the orders 
be terminated, the funds returned, or that proper funds be used. 
The estimated completion date is April 30, 1992. The Assistant 
Secretary further agreed that by May 31, 1992, the Army would 
initiate disciplinary actions against officials who knowingly and 
willfully exceeded their authority by improperly authorizing and 
affecting interagency orders with TVA. On December 26, 1991, the 
Assistant Secretary directed all activities to require the 
approval of a contracting officer on any interagency agreement or 
individual interagency order issued to a non-DoD agency. The 
Assistant Secretary agreed that a form requiring a contracting 
officer's signature is needed, and in the December 26, 1991, 
message directed that during the interim, contracting officers 
must sign the MIPR to attest that an Economy Act determination 
has been made. The Assistant Secretary questioned the potential 
onetime monetary benefit of $106.4 million cited in the draft 
report. The Assistant Secretary suggested that a more reasonable 
figure would be the difference between the estimated additional 
cost to go through TVA rather than through a DoD activity. 

Navy comments. The Assistant Secretary of the Navy 
(Research, Development and Acquisition) concurred in principle 
with the finding and recommendations, stating that all orders 
issued to TVA that can be canceled will be canceled and that the 
orders may be reissued only after meeting all regulatory 
requirements for interagency and Economy Act orders. Those 
orders determined to be unauthorized and those citing 
inappropriate funds would be terminated, reduced, or ratified 
with proper funding, as appropriate. The Assistant Secretary 
also stated that the Navy will reissue guidance on the regulatory 
requirements for contracting officer approval of Economy Act 
orders as soon as practicable, and that disciplinary action would 
be initiated by activity commanders on those unauthorized 
personnel who abused interagency acquisitions by obligating 
expiring funds or using favored contractors. The Assistant 
Secretary agreed with the development of a form for interagency 
purchases and stated that the form should include requirements 
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for recording the acquisitions in the DD 350 Individual Contract 
Action Reporting System. The Assistant Secretary did not provide 
planned dates for completing the corrective actions and did not 
comment on the potential monetary benefits from cancellation of 
the orders. 

Air Force comments. The Assistant Secretary of the Air 
Force (Acquisition) concurred with the finding and 
recommendations, stating that MIPRs were not appropriately used 
in all cases, and that actions would be taken to eliminate their 
unauthorized use. The Assistant Secretary stated that in the 
future, all MIPRs will be reviewed by an appropriate contracting 
authority, and all the interagency orders with TVA would be 
reviewed; and those orders not approved by a contracting officer 
would be canceled. The Assistant Secretary also stated that 
appropriate administrative and disciplinary action will be taken, 
as needed, consistent with appropriate policies, procedures, and 
legal considerations. A Management Policy and Procedures 
Directive will be issued requiring a contracting officer 
determination on all interagency agreements and additional 
guidance on interagency ordering will be included in the Air 
Force FAR Supplement. The Assistant Secretary did not agree with 
the potential monetary benefits of $106.4 million and stated that 
some of the interagency orders represent bona fide requirements 
that will be reprocured. Tentative milestones for completion of 
the corrective actions were not identified. 

pefense Logistics Agency comments. The Deputy Comptroller, 
Defense Logistics Agency partially concurred with the finding but 
did not agree that it constituted a material internal control 
weakness for DLA. The Deputy Comptroller stated that the service 
that DLA procured through TVA had been performed and there were 
no outstanding orders with TVA. Current policy regarding 
interagency agreements will be reinforced to specify that using 
another DoD interagency agreement also requires compliance with 
the FAR and approval for the transfer of funds. 

The Deputy Comptroller did not agree that disciplinary 
action should be initiated against any DLA personnel because the 
Defense Reutilization and Marketing Service acted on the advice 
of Kelly Air Force Base personnel to fund the $28,112 order with 
TVA, and the order was for a valid requirement. The Deputy 
Comptroller also nonconcurred with the recommendation to 
discontinue the use of MIPRs and similar forms to place orders 
with other Federal agencies, stating that DoD should instead 
clarify its use and approval process for interagency agreements 
in the Finance and Accounting Manual and other regulations. The 
comments did not identify a planned date for issuance of the 
amended policy specifying the need for contracting officer review 
and approval of the use of another DoD Component's interagency 
agreement. 
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pirector of Defense Procurement comments. The Director of 
Defense Procurement concurred in principle with the 
recommendation to change the MIPR and similar forms used to place 
orders under the Economy Act. The Director stated that the 
DAR Council will be asked to develop DFARS language to require 
using only the DD Form 448 (MIPR) to place orders under the 
Economy Act, and to modify the MIPR by adding a signature block 
for the signature of the cognizant contracting officer, 
indicating a determination that the order being placed under the 
Economy Act is in the best interest of the Government. 

Director. Defense Research and Engineering comments. The 
Director, Defense Research and Engineering stated that the 
$10,000 interagency order issued to TVA expired • on 
December 31, 1991, and it would not be renewed. The Director 
also stated that responsibility for the program has been 
transferred to the Assistant Secretary of Defense (Command, 
Control, Communications and Intelligence). The Director did not 
plan to initiate disciplinary action against the program manager 
because the program had moved and the program officials did not 
exceed their authority. 

Assistant Secretary of Defense (Command. Control. Communica- 
tions and intelligence) comments. The Assistant Secretary of 
Defense (Command, Control -, Communications and Intelligence) also 
provided comments on the recommendations, disagreeing with most 
of the recommendations. The Assistant Secretary stated that the 
$10,000 MIPR, issued in August 1991 to TVA to support the program 
transferred to his office from the Director, Defense Research and 
Engineering was properly authorized, and that disciplinary action 
should not be taken against any program official since no program 
officials exceeded their authority. The Assistant Secretary also 
suggested that the recommendations prohibiting placement of 
supplemental work under existing interagency agreements and 
developing a form that includes a contracting officer's 
completion be revised to allow for officials other than 
contracting officers to approve interagency agreements. 

Audit Response to Management CftwwAn»« 

We consider the comments from the Army, Navy, Air Force, 
Director of Defense Procurement, and the Director, Defense 
Research and Engineering to be generally responsive. We accept 
DLA's position that the issuance of a single $28,112 order by 
one activity is not sufficient evidence of a material internal 
control weakness that would require disciplinary action. 

We consider the comments from the Assistant Secretary of 
Defense (Command, Control, Communications and Intelligence) to be 
generally nonresponsive. The Contracting Officer's Technical 
Representative and the other officials identified in the response 
were not authorized to approve the MIPR to TVA and their actions 
do not constitute compliance with the FAR and DFARS. 
DFARS 217.502  (1988 edition)  states that a DoD contracting 



14 

officer is the designee to make the determination required by the 
FAR. We believe this to mean that the program officials should 
have had a contracting officer in the Defense Supply Service- 
Washington review the MIPR and provide the determination and 
finding required by DFARS 217.502. We do not agree that a 
deviation to DFARS 217.502 is warranted for the program that was 
transferred to the Assistant secretary. 

Based on the comments from the Army and Air Force concerning 
the amount of onetime monetary benefits, we revised the amount to 
consider valid requirements that might be reprocessed after 
cancellation from TVA. Therefore, the onetime monetary benefit 
has been revised to $13.2 million and consists of the TVA 
brokerage fee that would be saved by canceling the interagency 
orders in Appendix A and the amounts already withdrawn by DoD 
activities. In addition, potential additional savings exist if 
some of the other requirements are canceled. 

Request for CO™»"»*»^« 

DoD Directive 7650.3 requires that all recommendations be 
resolved promptly and that completion dates for actions taken or 
planned be provided. Comments to the final report are requested 
by May 4, 1992. For the final report, we added Recommendation 6. 
that requests information on canceled orders and disciplinary 
actions be provided to the Assistant Inspector General for 
Analysis and Followup, DoD. We request that the Army, Navy, and 
Air Force provide a response on Recommendation 6. and completion 
dates for all agreed upon corrective actions. We also request 
that the Assistant Secretary of Defense (Command, Control, 
Communications and Intelligence) respond to Recommendation 6. and 
reconsider his position and provide additional comments on the 
recommendations. The comments must indicate concurrence or 
nonconcurrence in the finding and each recommendation addressed 
to you. If you concur, describe the corrective actions taken or 
planned, the completion dates for actions taken, and the 
estimated completion dates for the completion of planned actions. 
If you nonconcur, state your specific reasons for each 
nonconcurrence. If appropriate, you may propose alternative 
methods for accomplishing desired improvements. 

We also request that the Army, Navy, and Air Force provide 
comments on the revised monetary benefits (Appendix F and G). If 
you nonconcur with the estimated monetary benefits or any part 
thereof, you must state the amount you nonconcur with and the 
basis for your nonconcurrence. Recommendations and potential 
monetary benefits are subject to resolution in accordance with 
DoD Directive 7650.3 in the event of nonconcurrence or failure to 
comment. 
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The cooperation and courtesies extended to the audit staff 
are appreciated. If you have any questions on this audit, please 
contact Mr. Garold E. Stephenson at (703) 614-6275 (DSN 224-6275) 
or Ms. Kimberley Caprio at (703) 614-3463 (DSN 224-3463). Copies 
of this final report will be distributed to the activities listed 
in Appendix H. 

Robert J. Lieberman 
Assistant Inspector General 

for Auditing 

Enclosures 

cc: 
Secretary of the Army 
Secretary of the Navy 
Secretary of the Air Force 
Inspector General, Tennessee Valley Authority 
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CORRESPONDENCE ON  SUSPENSION OF CONTRACTING ACTIVITY 
BY  THE TENNESSEE VALLEY AUTHORITY 

INSPECTOR OINCRAL 
•■f AUTMINT OP MUMM 

St« AHMT «AW «MV«. 
MUMCTOH. VM«tNIA UI9I »SM 

OCT 241991 

KDIOftANMM FOR C0KF1ROM.H»,  DCFAJtTMCNT OF DETENU 

SUBJECT*    interagtncy Order« at Tenneaeee Valley Authority 

'pHrlM tM Initial stage« of a joint audit with th« Of Me« 
at th« Inspector Central, Tennessee Vall«y Authority (1VA). we 
found that DoD ectlvitlee «ent flOO »111Ion IN interagtncy 
rurchaae ordert to th« TVA during tepteaber 1M1.    Prellalnary 

ndlcatlons art that «any of thoa« ordtra «ay not have been 
orocessed In accordance with th« rtdtral Acquisition Regulation 
and th« Defense rtdtral Acquisition Regulation tuppltaent. 

Previous and ongoing audit* hav« rtvtaltd probleas with 
unauthorlstd OoO personnel bypassing DoO contracting officer« 
to place Interagtncy acquisition order« with the Library of 
Conor tea. the Otpartntnt of Energy, and other Federal Agencies. 
a?« are concerned that the «urge of Interagtncy ordtra to the 
TVA could be another Mnlfeatatlon of the need for both th« 
DoO and other Agenclta to tighten Internal control a over Eeonoay 
Act ordera to prevent their Blauet for elrcuavtntlng procureaeat 
regulation«. 

Our audit tea» will begin reviewing the OoO Interagtncy 
reoutata at the TVA office« In Rnoxvllle on October It.   Ht «ay 
conduct further audit work at the OoD activities that originated 
the ordera.   Mt will »»•«• quick reaction reporta addressing any 
laoroperly placed purchase requeat«.    la th« laterla, we request 
that you authorise the .TVA to «uapend contract awards for M daya 
for OoO ordera rtctivtd during Septeaber 1M1.   Tht eognliant TVA 
official let 

Mr. John S. Stewart 
Vice President Valley Resources 
Tenntsstt Vallty Authority 
400 9. »uaalt Bill Drive 
Rnosvlll«, W »?»0a-lO» 

Thank you for your cooperation. 

Susan J. Crawford// 
Inspector Central^/ 
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rORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

coMrmotLtd or THC DOAHTMCNT Of ocrtNsc 

WAtHIMOTON. DC HUM <•• 

Mr. N. F. Willi« 
Preaident, Reaourcea Croup 
Tenne«««« Valley Authority 
400 V. »uaait Bill 0ri»e tST-12B-K) 
laexvlllo. Tenne»»«« 17J02-14M 

Dear Mr. Willlet 

Tfcia lttttr solicit« your «uppert to teaporarily «uspand 
furthar «etion« by your ataff that would r«»ult in obligating 
fund« r«c«lv«d fro* th« Department of Defeaae on lnteragancy 
ordere racaivad during Septeaber lttl. 

Thl« «uapanaion ha« been raeoaaandad by th« Pepartaent of 
Pafana« Inspector Canaral (DoDIC) to anabla that organisation to 
dataralna if applleabla lntaraganey order« war« placed ia 
aeeordanca with Oapartaant of Defenae procedure«. 

Cordially. 

CTA*.i 
Sean 0 
Comptroller 

&6f 

APPENDIX B 
Page 2 of 12 



31 

CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

COMPTAOl.lI* OF THE DEPARTMENT Of OEFENSE 

WASHINSTON  DC 10J0III9« 

NOV I j 1991 

MEMORANDOM FOR ONDER SECRETARY OP DEFENSE (ACQUISITION) 
*™"u,w      ASSISTANT SECRETARY OF DEFENSE (PRODUCTION t 

LOGISTICS) 
ASSISTAMT SECRETARY OF TIE ARMY (FINANCIAL 

MANAGEMENT) 
ASSISTANT SECRETARY OF TU NAVY (FINANCIAL 

MANAGEMENT) 
ASSISTANT SECRETARY OF THE AIR FORCE (FINANCIAL 

MANAGEMENT AND COMPTROLLER) 
DIRECTORS OF TIE OEFENSE AGENCIES 
DIRECTOR, WASHINGTON IEADQOARTERS SERVICES 

SOTJECTi lnteragency Order« at Tennessee Valley Authority 

Recently. Z requested that actions by tha Tennessee Valley 
Authority, on Departaent of Defense lnteragency orders Issued 1B 
September 1191. be temporarily suspended (see attachment 1). 
This action was taken la response to a request from the 
Department of Defense Inspector General (DoDIG). The DoDIG 
maintains that auch a suspension is required In order to give 
DoD auditors sufficient time to determine if applicable DoD 
lnteragency orders were Issued in accordance with DoD procedures 
(see attachment 2). In a separate memorandum, dated October 2$, 
1991, (see attachment 3), the Onder Secretary of Defenae 
(Acquisition) expressed similar concerns to the Secretaries of 
the Military Departments and the Directors of the Defense 
Agencies. 

Sean O'ReeBj» 

Attachments 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont^T) 

JtfvtO StBWWI 

Dwatot 3. »••» 

Mr. «««A 0'lMh 
Coastroller 
ftttm Mr. Malaon Toy* 
Dapartaant of Defenaa 
«««klagten, te 10)01-1100 

Dear Mr. O'lMfii 

your letter of HoTaober 13, !••!. to ». t.  »Ulla requeated that TV» 
teaporarlly eu«pend further action to obligate fund« received fro« tba 
Dapartaant of Befenee on lnt«r«gency ordara. TV» la complying «1th your 
request and la aa«l«tlag tha DoMO otaff aa thay obtain information to 
determine If BOO procedure« ha*a haan followed properly. 

la clarification of your raquaat, wo udi Mr. Car«Id stephenaon of the 
DoOXC awaro at tha tlae of hi« vielt with ua la «ctober that TV» had 
latuad 21 lattara of lntont to contract with II ceoperatera for a total 
of |3l,23».«'0. Ma Informed hi» that these lattara represent contract 
aetiona which had boas lnltlatad but net completed prior to bla arrival. 
■a eaplelned that la aaeh caao tha cooparator haa boos given a work etart 
data and aa Initial Bpanding Halt. Purthar, baaod oo tbaao lottora, 
hlllabla work haa boon performed and TV» auat honor tha cooparatorB' 
Invoicea. To do thla, however, wa auat complete tho contracting proeaai 
for aaeh cooparator whleh will craata tba nacaaaary payment procaduraa. 

Mr. »tophanaon Indlcatad ha would contldar tba lattara of latant and 
raapond oarly to TV» ragardlag tha completion of thOBa contract action«. 
■a haa Blnca verbally indleatod to tha TV» 10 ataff that tho lattara 
appaarad to represent a TV» contract obligation and that TV» should honor 
tha cooparatora' iavolcoa. 

Thla lattar, than, la to Infers you, and by copy, Mr. gtepheneon, that 
oo rrlday, December a, W»i, TV» Intand» to begin completing contract 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

t, IMI 

Mtl«M »• «Mi*" «•»«• ■» «• tka aaovata Mat«« to 
UtMt. 

•lt«M !•» •• •*•» W !•• aaa« aMUlaaal «larlfUatl« 
>rf if «a a*r aulat MB fwtaar. 

•tncartlr« 

7/iha •• •tt-art 

cct    lr. laraM I. tula 
•aaartl Jbaaaa* 
lyttaa TaekMotety «••ectataa 
1001 CBfOM*» »rlra 
■uattrllla, M*»«M »Ml 

I«. Stellt Caatarlr 
UK »rafaMlaaal S«r*lctt Crow», lac. 
Uteraatla» lytt«a* »l«Ulfte 
1*0 I. tlrtalaa *aa4 
Otk >!<«•• T*BA**IM HHO 

MM. call ekrlatlaa 
Ogd«a/tW «evaraMat fyitaaa 
Ml »out» llllaoia Avtaiia 
Oak »late, taa»M»aa J7IJ0 

■r. JUitteay I. «art. »tractor 
attai   ftatteay MeCaUaaak 
■ml »I» iyitaaa >fia.latartaf ftttioa 
aaaartaaat af Baftaaa 
•allalaa It eada 10X 
thtnatlakla. raaMylvaala l*m-SM) 

a*, c. r. «altert 
Itaaaar a* «aatraeta 
caei. taa. - raaaral 
»Ml jaffaraaa tavta Mateay »alta »00 
ftrllavtaa, »IraUW IWO* 

•a lattara •« 

•a taia act!« 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

tou O'BMfa 
S 

IU. Bead DlOaroaia» 
■aval Baa Byataa* 
Coda W 04PAP 
•••blatte«. De aoiu-iioi 

Mr. 3.  *• Bnolaa 
Dapartaant of fcba nary ^ . 
B»T»i Blactronic tyataaa oaeurlty tnolnaariijg eantar 

Cod* 041 
)a01 »braaka Avemia W 
»aahiagtot., BC 203M-»2»0 

Mr. Mayna B. Boyt, Praaldant 
Xttm Kichaai Hoorahaad 
cem, Xae. 
101 »ortb Virginia *»•"»• 
Palia Chureh. Virginia »04» 

Mr. M. ft. Jena«, Praaldant 
Attni John J. Olbeon 
fl.B.P. iy»ta»a, In«. 
««4« north Vltebduek »oad 
Virginia Mach, Virginia 2J4S5 

Coanandar 
O.t. Jtf»y Bpaclal Oparatlone Coaaand 
attni    Barrall W. «at*. «OL 0* DCtOPf 
Port Bragg, North Carolina 2BJ07-I200 

Mr. Bill Ur«n 
0.1. Ktwf  Information tyataaa command-MXCOM 
Attni     ASfl"C-*XC-W-»B 
Miteni Areanal, »labaaa »•••-7)40 

Mr. Johnnla Lawtea 
ftttni    Aay *• BaBiau« 
»aarlcan Managaaant Byataaa, Ine. 
1777 Bort» Xant itraat 
Arlington, Virginia 2220» 

Mr. Pouglae Llalng, Praaldant 
aaatach Sarrleaa 
102 Main Btraat 
Mowport Bawl, Virginia »»01 
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CORRESPONDENCE ON SOSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

flit RaMO l£p#t# 
VIM fratlaMt a* OMtrMt« 
tctitN AjfllcatlNW tataraatUMl Cansratli 
Aaarleaa flittaa» laotaMrlaf OonomlM 
JIM Mardlaa UM ».0. M« «IM 
rUfUi« MM», viniaia u«t> 

Br. tick WIN 
■••dajuartara, MfartMiit •( tha Al* far«« 
fjMtfMlC* l/IIM  »iTttlM 
KUi   Cayt. Omurad J. Mralavte« 
••«•CM AT*. Kaiaachiiaatta 017».1000 

■r. A. arvea NeCMMAO 
an »tMy CM 
MpartMat of tM Any 
f.f. Any Uborataiy 
fyaaa taalaaarUf UkonMiy 
Abardaaa »nrlnf «round, Maryland U0OI-S0O1 

tte Mania I. NcCtuffc, O.a. Any 
araduct Kaaaear, B-«l 
taitad »tataa ftouthara Ca—and 
MCTMOM «MfcirtftM Maid Ott If 
111* »out» Bad* «wit* SO* 
ArUaotM, Vtrftnia »1101 

■t. Itaart mlllfa 
aclaac* Application* International eerperattaf 
Ml Uberatary **•*   t.0. Boa 1S01 
Oak IMdoa, taiutaa»M 17M1 

Or. U* Aladlafar 
Aaatataat flea Ouncallar 
Of flea af fttaaarca and M*alopaoat 
fka OatvarattT •' TannaaaM 
«04 And} Mit Tawa» 
laarrllla. Tana**»a*   S7*t<-01«0 

M. UallaA. 
Mlta Oaaaarek CarporatUo 
4400 llalwaj 10 »aat talta til 
Mcartlla, Florida 11171 

Hr. darold ftapnaaaM 
•Mi«-ai 
4M Any *t*y 0rl*a «M »00 
Arilaotan, ViralaU moi-l*»4 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY (Cont'd) 

•Ma O'lMh 
I 

a, mi 

Mr. Mark TMMT 
taglnaarlM Via UM, tarn. 
Oarporata enttt CM, Mit« JIO 
44*0 Cerporatlaa UM 
Virginia M*ek, Virginia 3)443 

Mr. Them** C.  Tat« 
■•«•1 Oodaraaa Warfare Mglnaarlng 4tatloo 
Maaaxca rrojacta Branch Cod« 7041 
laypert, Vaahlagton »4J4I-400C 

Chlaf, Maourea Hanaaaaaat, 4th NC(&) 
D.i. Any Ipaclal Operation» OaoMnd 
kttai honc-poc-c» (Mj. Mika TbMaa) 
Fort Bragg, »ertli Carolina 24107-1340 

Mr. Franklin M. Tlarra 
Chlaf riaanelal Offleor 
httai Mr. Uaball B. Stuhlaullar 
■ay iyataM, lac. 
9000 K Straot IM tulta 410 
»aahingtm, DC 30O34-SI07 

Mr. hi voa dar Bach, Praaldant 
Tannaaaaa Cantar for Maaarch and Mvalopaant 
httm Mr. Jarry Chrlatlan 
11030 Mlway febool Mad (ulta 103 
Rnorrllla, TannaaaM »7431 

Mr. Bobart I. Milkiaaon 
trc, M* COIt 
Dapartaant of tha hray 
All Seurea hnalyaia SyatM »rcjaet Offlea 
1400 Planning Maaareh Drlva 
McLaan, Virginia 32103-IOtf 

M. Ray •. Vltt 
Celonal, P.S. Aroy 
Mputy Chiaf of »tat* for 

Information Maaagaaant 
Madquartara, B.4. bay fpaelal Oparatlona 
Port Bragg, Mrth Carolina 34307-1300 

MO(r) CMryi talaa 
Madquartara. Bepartaent of tha (my 
Offlea of tha Blroctor of Xaatallatlon Managaaont 
Oth, BQSVes-V <JDKII-V) Moo 3C441, Pentagon 
Waahlngton, M 30310-4403 
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CORRESPONDENCE OH SOSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AOTHORITY (Cont'd) 

JeftnG Stewart 
Wc«ft*>d«n(.W*y 

Occeaber 6,  1991 

Mr.  Sean O'KMfl 
Comptroller 
ATT»>    Hr. Neleon Toy« 
Departaent of Defense 
Maahington,  DC    30301-1100 

Dear Hr. O'KMIII 

Our letter of December 3, 1991, informed you that on Friday, December 6, 
1991, TVX began completing contract action» to obligate funda up to tha 
aaouats at»tad la eutatanding TVA lattara of intant to contract for DOD 
projecte in TVA'a Technology Brokering Frograa. Thia lattar la to 
further Infer» you that on Monday, Dacanbar 9, 1991, TVA will raauma tha 
nacaaaary contracting actiona to obligata tha additional BOO funda 
received undar tha prograa In FY 91. 

Our raaaona for raauaing tachnology brokering contract actiona axe tha 
followingi 

o An axacutad Military Interdepartmental Purchaee Aaquaat (MIFF.) 
fro» a D00 agancy to TVA indicataa that tha DOD procaaa for tha 
Intaragancy transfer of funda haa baan completed. Tha lnteragency 
agreement axacutad batwaan TVA and aach agancy participating la 
tha Tachnology Brokarlng Frograa, to which tha «IFRs bacoaa 
•ubagreeaonta, requlree tha funding agancy to follow it» 
procaduraa for Econoay Act dataraiMtiona and lataraganey fund» 
tranafara. TVA haa In good faith and aa a »attar of contract 
proparly raliad upon tha funding aganeiaa In thia ragard. 

o TVA haa accaptad all DOD funda In tha Tachnology •rokaring 
Frograa in »upport of apacific cooperative raaaaxch and 
development projacta aa daacribad In atataaanta of work which 
aceoapaniad the MZFM. Tha DOD aponaor agenclea of thee» 
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38 
jvMPRSPOMDEHCE ON SUSPENSION OP CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AUTHORITY   <ContTd) 

Mr. Sean O'Keefe 
Fege 2 
December I, 1991 

projects are depending on TV» to accomplish the projects, «any 
of which ara alssion eritleal and must proceed, or th« sponsor 
agendas will auf f er th« consequences. 

Dpon thair arrival at TV* on Oetobar 29, th« DoOId ataff verbally 
requested TV» voluntarily to hold up for 30 daya on further 
obligation! of D00 funda to allow time for thea to verify that 
propar 000 procadura had bMS followad. Pourtaan daya later, your 
l«ttar of Roveaber 12, 1991. confirmed tha request for a voluntary 
contract auapenaion on funda received during September 1*91. «a 
honorad thia request, and we have workad diligantly alnea then 
with representatlvee of DeOZC to aaaiat thaa in thair ongoing 
audit. On December 9, 1991, 40 daya will hare paaaed ainea th« 
initial DoDlG requeat to TV» for a voluntary contracting 
auapanaion. 

Conaiatant with th« TV» »ct of 1933, TV»'« purpose under tha 
T«choology Brokering Frograa ie regional «conoaic development 
through aatehing tha technological capabilities of inatitutiona 
and firm« in tha Tenneeeee Valley region with th« R*D 
needa and available funding of other Federal agaric lee, 
adainiatarlng tha reaulting project« through interageney and 
cooperative agraaaenta, and than proaoting the transfer of th« 
Rao reaulta for eeanerclalitation by Valley firm«. 

Iconoaic activity in the Valley region la now being adversely 
affected by the contracting auapenaion requested by 000. Valley 
coapanlee are having to «top work on previously funded ongoing 
project«, lay off eaployeea, and poaaibly close offices, all at a 
tiaa of general economic downturn. Further buaineae development 
by theae coapaniea ia also jeopardised due to the uncertainty 
that the suspension haa introduced into the Technology Brokering 
prograa. 

tinea the inception of the Technology Brokering Prograa, TV» has 
aade certain that the prograa waa soundly baaed, conaiatant with 
appropriate legal and administrative requirement«, and that 
participating aganciea and '»operator« understood what was 
expected of thea. «e believe the treaendoua growth In the 
prograa in Fiaeal Tear 1991 atteata tha validity and 
appropriateneee of the prograa. 

IV» reaaine committed to the Technology Brokering Prograa but we 
must reeuae activity to pravent serious adverae iapact to the 
program's operation. Of eourae, we will continue to support your 
Inquiry to dear ap and correct any deficiencies in the process. 
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mpRESPONDENCE OH SOSPENSION OF CONTRACTING ACTIVITY 
BY  THE TENNESSEE VALLEY AUTHORITY   (Cont'd) 

Mr. Seen 
rage 3 
December 

O'lNfl 

t,   1991 

By copies of thie latter, Mr. Gerold Staphenaon of the DoDIO aa wall •• 
the cooperetore and funding agenelea who»« project» have baan affected by 
tha DOO auapenaion, ara hereby informed or TV»'a raauaptlon of Technology 
■rokarlng contracting aetiona beginning December 9,  1991. 

Sincerely, 

2fehn e. Stewart 

Mr. Floyd A. Aabdown, Colonel, ÜSAP 
ASST DIR, BMG a SVS DCS LOG e BMG 
Beadquartera, Military Airlift Command, 

D.S. Air Force 
Attni Mr. Cary Dewerff/LBS 
Scott ATM, lllinoia C222S-S000 

LTC 3.  L. Beamon, Jr. 
Bead, Inatallationa Divieion 
0.S. Marine Corp« Air Ground Combat Center 
Attni Mr. Edgar A. Poe 
Twentynine Palma, California 92278-5000 

Mr. Terry B. Beane 
Vice Prealdent 
Brown International corporation 
2103-A Meat Perry Nay 
Buntarllla, Alabama 35801 

Or. Harold B. Buie 
General Manager 
Syata« Technology Aaaociatea 
1002 Coronado Drive 
Buntaville, Alabama 35802 

Ralph L. Burkhart 
Lieutenant Colonel, Infantry 
ADSS Project Officer, 

CHIC'S Initiative Group 
Beadquartera, United Stataa Foreat, Korea 
APO San Francieco 9S301-0010 
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CORRESPONDENCE ON SUSPENSION OF CONTRACTING ACTIVITY 
BY THE TENNESSEE VALLEY AÜTBORITY (Cont'd) 

COMPTROLLER OF THE DEPARTMENT OT DEFENSE 

Mr ASHINOTON. DC MM I-I IM . 

KC171991 

Mr. «. r. «illii 
President, ftssources Croup 
Tennessee Valley Authority 
400 ». fusalt Sill »rive (IT-12B-E) 
Rnoxville, Tennessee 37902-1499 

Dtar Mr. tilliei 

Thank you Cor your lttttr of December f, 1991* Informing at 
of your inttnt to resuae contracting action« ntetaaary to 
obligate tht additional Department of Defense funda received 
undar tha program in fieeal yaar 1991. 

The Inspector Central, Dtpartaent of Defense Informs me that 
those contracting actions listed in the enclosure have not been 
properly authorised within DoD. Therefore» 1 ask that the 
Tennessee Valley Authority refrain fro« further contract activity 
en these actions until additional guidance is provided by this 
office. 

Cordially, 

Sean O'Keefe? 

Enclosure 
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UNDER SECRETARY OF DEFENSE FOR ACQUISITION MEMORANDUM 
ON INTERAGENCY ACQUISITIONS 

THC UNDCft SCCRCTARY Of OCrCNSI 
WASHINOTON.eC MM« 

tsoctw 
MOWM***1 

MaOMHIHM tOU SECRETARIES AT THE MILITARY DEPARTMENTS 
ATTEHrlOH:    SERVICE ACQUISITION EXKVTIVES 
DIRECTORS Or TIB OEFENSE AGENCIES 

SUBJECT:    Contracting Through lnteragency Agreements 

The Department of Defense Inspector General (DoDIG) recently 
Initiated another audit of contracting through lnteragency 
agreements.    In this Instance, tha Department's use of auch 
agreement* to obtain contracting support froa the Tennessee Valley 
Authority (TVA), under their Technology Brokering Program, la being 
aerutlnised.    The audit la to determine whether DoD'a use of TVA'a 
prograa la appropriate, Justified, and approved (as prescribed by the 
federal Acquisition Regulation and Defense Federal Acquisition 
Regulation Supplement).   The audit will also determine whether or not 
the procedures used were adequate to protect the DoD'a interests; 
whether internal controls over these procurements were adequate; and 
whether the Department'a year-end spending policies were violated. 

Regardleaa of the outcome of this audit, I think it necessary to 
reinforce our policies regarding "contract offloading.'   In a Kay 10, 
1990, memorandum, tha Principal Deputy Assistant Secretary of Defense 
{»reduction and Logistics), cited two similar DoDIC audits which 
found problems in the use of the offloading technique.    Xa your 
responsea to the DoDIG on those audits (involving the Library of 
Congress and the Department of Energy), you agreed to pursue 
corrective actions to minimite the risk of orders for lnteragency 
acquisitions being placed by unauthorized DoD program officials. 
Please ensure that you have completed those corrective actions and 
verify that you have established effective'procedures to control the 
inappropriate use of lnteragency contracting support. 

Early input from the DoDIG indicates that we may etill have a 
problem,    t want to ensure that we are not la violation of the 
regulations governing the use of lnteragency agreements; that we ere 
not paying other egencles to execute contracting functions that we 
should be performing ourselves; and that we are not using TVA, or any 
other agency, to circumvent our own year-end spending policies. 

The attached listing of "funding agencies* was provided by the 
TV* Inspector General'a office.   Ne are providing It for your use in 
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DNDER   SECRETARY OF DEFENSE  FOR ACQUISITION MEMORANDUM 
ON  INTERAGENCY  ACQUISITIONS   (Cont^d) 

reviewing your participation in the transfer of DoD funds and 
contract in« responsibilities to th« TV*. 

I trust you »ill tax« aggressive action to:  (1) «nsura that 
program officials are trained in the appropriate use of interagencv 
contracting agreements;  (2) remind program officials that the 
contracting officer must approve the use of such interagency 
agreements; and «3) establish internal controls to assure compliance 
with established policies and procedures. 

Attachment 

cc 
Director, Defense Research and Engineering 
Comptroller 
Inspector General 
Director, Administration and Management 
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ASSISTAMT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY 

•1    Ok   2hU00I    ICC   U   »   »    MM 

MM HASH K //Sm-M// 

ARJTAf 

IK »III 

«ic mm 
AXC 7X01 

INrOi    Hill HASH K  //SAR»-ZR/SAR>-2£/SAR»-K/$AR»-ZS/IA«»-lT/ 
SA»-p</srR»-K// 

PASS   TO  ALL LEGAL OfriCES»  COIIPTROLLERS/RESOUACE IUNACERS  ANI 

riNANCC AN» ACCOUNTING orriccs 

UNCLAS 

SU0JCCTI     CONTRACT OITLOAUNG  TO   TENNESSEE VALLEY AUTHORITY  (TVA) 

A.      SrR»-K' «nORAWUII »ATE!  JANUARY  1«,  »Hi,  SXGNC» IY 

HONORAtLE STEMM «• CONVER» ASA(R»A)<  SUIJECTl    CONTRACT OrrLOAHNG. 

f .      AU»XT Or >0» MOCURtnCNTS  THROUGH THE TENNESSEE VALLEY AUTHORITY 

«TVA)   TECHNOLOGY MOKEAINC  MOCRAfl»   »0>IG PROJECT NO. «CH-SO0I« 

OCTOICR   Wl« 

\.      INITIAL  IW0RIIATI0N GENERATE»  UNOCR  RCfCRENCE I REVEALS CONTINU- 

ING;   MPROPER OrfLOIIING PRACTICES  AN» POSSXILE SCRIOUS VIOLATIONS IY 

ARDY  ACTIVITIES« TO IHCLU»E H«»A  AN» PEOS/PltOS.    THESE PRACTICES 

ItUST  «CASE in«>XATELYI 

C«nCtACK COPY IA«»-PP 

JOHN  «.   CONKLIR« GB-II. SARI-PP 
K7072J 

STCPHEN t. CONVER« ASA(R»A) 

UNCLASSiriE» 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY ADTHORITY (Cont'd) 

UNCLASSIFIE» 

02 Oh uuuu 

I.  PENHNC «VISION OF »0>/ARHY REGULATIONS, ALL «MS TO NON-10» 

AGENCIES, AN» RCLATC» INTERAGENCY AGREEMENTS, SHALL IC APPROVE» 

IN WRITING IY AN ARMY CONTRACTING OFFICER, HHO SHALL CITE THE 

AUTHORITY USE». AN» SHALL IE REVIENE» IY LEGAL COUNSEL.  IP THE 

ECONOMY ACT (31 U-S-C 1S3S) IS THE AUTHORITY rOR THE ACTION, AN 

ARHY CONTRACTING OFFICER SHALL HAKE THE »ETCRMINATION REQUIRE» BY 

FAR/»rARS 17.SOB, CERTIFY TO SÄHE ON THE »» FORM MHB <MIPR>, AN» 

ENSURE THAT THE PROPOSE» NIPR IS REVIEUE» AN» ANNOTATE» tY LEGAL 

COUNSEL-  niPRS ARE NOT AUTHORIZE» FOR »ISPATCH UNLESS AN» UNTIL 

APPROVE» AS REflUIRE» HEREIN.  OFFICIALS CERTIFYING TO THE AVAIL- 

AIILITY Or TUNIS TO BE TRANSFERRE» TO NON-»0» AGENCY BY A HIPR 

(E.G., PEO/PH RESOURCE MANAGERS) SHALL BE RESPONSIBLE TOR ENSURING 

COMPLIANCE WITH THIS REQUIREMENT.  HO JA (SAFtl AN» SAR»A> MILL 

SPONSOR CHANGE TO »0» FINANCE SCRIES REGULATIONS AN» ANY »ELEGATIONS 

OF COMPTROLLER AUTHORITY, AS APPROPRIATE, TO CITE THIS RESPONSIBILITY. 

3.  IN THIS RE6AR», I WOUL» LIKE A »ETAILE» REPORT FROH ANY PROGRAM/ 

PROJECT MANAGER, REQUIRING ACTIVITY MANAGER, COHHAN»ER, STAFF OR 

ACTIVITY »IRCCTOR WHOSE ORGANIZATION HAS SENT WORK/FUNJS TO TVA IN 

FY10 OR FY11.  THE REPORT SHALL PROVI»E INFORMATION ON* 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

UNCUIJiriC» 

•1 Ofc UUUtl 

«.     TNC NATURC •' TMC *•«  •«  ICLXVCRtlLCI RCIuCIUIt 

■ .     TYPC  ««» M*UNT «r fUN>S   IRVUVCIt 

<.     RATIANALC f»A UlKTIM  Of TV* AS TMC  J»U«<t »r XUMAATl 

>.     «HtTMC«  A« MT  Al C<0NOnV   ACT   »CTCRHZMAT2ON   <XCC  PAR   XUlRlIT 

J7.J)   NAX  MO'CdLT IUCUTC»  AN»   APMM»  |T A   C0HT««CTZM£   «flU*  AS 

«C#UX*£>   »T   »W** '»»»I   ACIUXXJTXON  «CCULATItN  XUMlCflCNT   (»fill) 

117.«0*« 

(.     TMC   AltAUNT «r IRAACR  0»   l>LA(CntNT PCC<X>  Hit  T»  TVA» 

f.     «NCTHCt AKT MrCftACCNCr   ACRCC/lCNT VITN TVA.   OR  TMC   TRANX'CR 

•P   TMC   ACAUIACflUT ITXClf  TA   TV«,   «At  AMRAVC»   IT  T«   RCIUCXTINC 

«CTIVXTY'S  LCCAl  CAUIXCl AN»   TMC   AXXXCNO  <«NTftA<TINC  Iffl«   AX 

RC«UX*C»  IT «rCUKC »•    «CJORTI   SMAll  IC MOVDC»  IV TNC «OXT 

««»XTIOUX  flCAlS AVAILAILC   <CC»   nXC/fAI)  TA  XMl-IP  M  IATCR 

THAN   JANUAR»  »0.  M«. 

n.      AS   THC   ARflT'X ACClCT MCA»  fA«   AC4UXXXTXAN  I1ATTCRS.   AN»  TNC  «AH» 

ACQUISITION  CMCUTW.  X AH  ULTinATCIV RCSAANXIIlC  fA«  THC 

-AC«UXXXTI«N"  MACTXCCS  »f  ALI   ARFIY  ACTXVITUS.     UNAUTMARXZC»   AN» 

XLL-CONXX»CIC» AfriAA»!« %f   ARnr   «(4UXX1T1AN  RtlUIRtnCNTX  TA  ITMCR 

ACCNCXCS.   PARTICULARLY TA  «CCNCICI   NAT  XUIJtCT  TA TNI  ri»IRAL 

«C0UXSXTION  RCCUIAIXAN  ANI   THC   COflPCTXTlAN   IN   CANTRACTINC   ACT   I(ICA) 

APPENDIX   D 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

UNCLASSiriE» 

01 Ok uuuu 

(THUS CIRCUflVENTING TMC C0HPETITI0N REÖUIREHENTJ *T  CKA>* ARE 

ACTIONS CLEARLY CONTRARY TO POLICY AN» REGULATION. THEY COST THE 

ARI1Y MLLXONS Or »OLLARS IN TEES POR PERrORIUNCE *T  A TUNCTION 

(CONTRACTING) THAT HE ALREA»Y PAY A HIGHLY TRAINED PROFESSIONAL 

STAPf TO PERrORfl PROPERLY.  IN A»»ITI0N, BECAUSE TVA ROUTINELY 

RCflUCSTS A»VANCE "PAYBCNT" (ACTUAL TRANSfER Or rUN»S> IN ADVANCE 

Or CONTRACT REtfUIREHENTS, THE TREASURY CANNOT AVOI» INTEREST 

PAYMENTS ON THOSE BORROHE» rUN»S PRIOR TO »ISBURSEBENT, HHICH IT 

HOUL» ir THE rUNJS REI1AINE» «THIN »0».  UNLIKE HANY rEJERALLY 

rUNtE» RESEARCH AN» »EVELOPHENT CENTER (rrRIC) ARRANGEI1ENTS, THERE 

IS NO RESTRICTION ON »IRECT ARMY CONTRACTING HITH TVA'S CONTRACTORS' 

ir JUSTiriABLE.  VET NO APPARENT ATTEMPT HAS HA»E TO CONTRACT 

»MECTLY HITH THESE COHhERCIAL riRMS THROUGH ASSIGNE» CONTRACTING 

SUPPORT orriCES- 

S.  TRANSrERS Or EXPIRING rUN»S IN THE MTH «UARTER Or THE riSCAL 

YEA* HITH THE PRINCIPAL PURPOSE or ACHIEVING TECHNICAL OBLIGATION 

AN» »HSBURSEHCNT- Or THOSE rUN»S UN»ER GUISE Or THE ECONOHY ACT, 

AN» ABSENT APPROVALS REÖUIRE» BY »0» AN» ARHY REGULATIONS, IS A 

CLEAR VIOLATION.  IN SOHE CASES EXPIRING 0*tl rUN»S HERE TRANSrERRE» 

rOR USE rOR REÖUIREHENTS TO BE 0R»ERE» AN» PERrORHE» IN THE NEXT 

APPENDIX D 
Page 4 of 4 



47 

ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY AUTHORITY (Cont'd) 

UNU»»uriti 

OS Ob wmi 

risCAi VCAR. •« rot (tnm CXPCNHTURCS.   IT AIM APPEARS THAT 

iNsurriciCNT REIUXREIIENTS JTATEBENTI HERE PROVXKI TO TNC TVA. 

WITHOUT A CLEAR STATEBENT Of REiUXREBENTS AN» RERUIRE» »CIXVERARLES« 

INCLURXNC REPORTS AN! APPROPRIATE  COST ANI PERrORBANCE REPORTING 

THE« CAN RE N» TRACMRILITV fAOB THE VALUC OP  HORK RERUIRE» ANI 

RCCCIVC) T« THE »OLIARS EXPEN»t».     IN AJHTION»  ILLEGAL PERSONAL 

SCRVXCCS ARRANGEMENTS flAY NAVC RESULTE». 

fc.     TNC LCCITXRATC CHECKS AN» IUANCCS Of THE  »EfENSE/AABV PROCURCBCNT 

PROCESS SCRVC  A PURPOSE »CYON» fRUST«»TIN6  THOSE  RCRUXRORS  HMO HANT 

CVeRYTNXNC  "VESTERJAY", IUT HHO REfUSE  TO PLAN.   OR TO PREPARE 

-CONTRACT-AILC" RERUIACBCNTS STATEMENTS.     IT  IS   THE  fUNCTION Of OUR 

HICMtr REGULATE» CONTRACTING PWCSS  TO PROTCCT  THE  INTERESTS Of ROTH 

THE  ARIIY AN» THE TAXPAYERS IN THE  PURLIC TRUST «HUE ACQUIRING OUR 

VALX»  MISSION NCC»S AS CffECTIVtLY  AS POSStRLE  AN» AT THE  REST  VALUE 

TOR   TMC  GOVERNBENT. 

7.     CVCRY  ARIIY C0HNAN»CR» »IRCCTOR   AN» BANA6CR  IS ACCOUNTARLE 

fOR   THEIR  ACQUISITION ACTIONS.    HE   CANNOT  AffOR»  TO HORRY MERELY 

AROUT  SPENUNC (ORLICATINC) OUR SCARCE  fUN»Sl   HE BUST ACCCPT 

RCSPONSIRILITY fOR VALIJATINC OUR  NEE»S.  HÖH MUCH IS SPENT« AN» THE 

VALUE   RECCIVE»'    HE HILL NOT ICNORE  THE LAN AN»  REGULATIONS 
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ASSISTANT SECRETARY OF THE ARMY (RESEARCH, DEVELOPMENT AND 
ACQUISITION) MESSAGES ON CONTRACT OFFLOADING TO THE TENNESSEE 
VALLEY ADTHORITY (Cont'd) 

UNCLASSIPIE» 

Ob Ok uuuu 

r«R »ONE PERCEIVE» SHORT TERN CAIN. ir ut »o NOT HAINTAIN HXCH 
STAN»AR»S XN EXECUTING OUR PI»UCIARV RESPONSIBILITIES, ME SHALL NOT 

■C ENTRÜSTE» WITH THOSE RESPONSIBILITIES ANP AUTHORITY XN THE 

PUTURE.  XN THE PAST I ASKE» POR YOUR COOPERATION XN PUTTING A STOP 

TO THESE PRACTICES. NON X flUJT »EHAN» IT. 

ft.  THE POC POR THIS HESSAGE IS MR. JOHN R. CONKLIN, SAR»-PP, AT 

»SN 887-0783, COflfl'L 703/H7-0783.  THE POC POR REPORTING REÄUIRE- 

RENTS IS HR. RAY KELLY, SPRJ-KP, PSN 84V75L3, COHfTL ?03/75L-?Sfa3. 

1.  SIGNE»»  STEPHEN K.   CONVER, ASSISTANT SECRETARY OP THE ARHY 

(RESEARCH, »EVELOPHENT AN» ACQUISITION), ARflY ACQUISITION EXECUTIVE. 
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ACTIVITIES VISITED OR CONTACTED 

Office of the Secretary of Defense 

Under Secretary of Defense of Acquisition, Washington, DC 
Deputy Director, Defense Research and Engineering (Tactical 
Warfare Programs), Washington, DC 

Director of Defense Procurement, Washington, DC 
Assistant Secretary of Defense (Command, Control, 

Communications, and Intelligence), Washington, DC 
Comptroller of the Department of Defense, Washington, DC 

pepartment of the Army 

Deputy Assistant Secretary of the Army (Procurement), 
Washington, DC 

U.S. Army Special Operations Command, Fort Bragg, NC 
U.S. Army Office of the Program Executive Officer, Aviation, 

St. Louis, MO 
U.S. Army Information Systems Engineering Command, Fort 

Huachuca, Arizona 
U.S. Army Test, Measurement, and Diagnostic Equipment 

Activity, Redstone Arsenal, AL 
U.S. Army Missile Command, Redstone Arsenal, AL 
U.S. Army All Source Analysis System Project Office, McLean, VA 
U.S. Eighth Army, Seoul, Korea 
Office of the DoD Executive Agent for Asset Management, 

St. Louis, MO 
U.S. Army Information Processing Center, Fort Belvoir, VA 
U.S. Army Laboratory Command, Adelphi, MD 
U.S. Army Military Command Systems integration and Management 

Activity, St. Louis, MO 
U.S. Army Human Engineering Laboratory, Aberdeen Proving 

Ground, MD 
U.S. Army Office of the Program Executive Officer, Standard 

Army Management Information Systems, Fort Belvoir, VA 
U.S. Army Engineer Division, Huntsville, AL 
U.S. Army Armament, Munitions and Chemical Command, 
Rock Island, IL 

Headquarters, U.S. Army, 6th Infantry Division (Light) and 
U.S. Army Garrison, Alaska, Fort Wainwright, AK 

U.S. Army, Europe, and Seventh Army, Heidelberg, Germany 
U.S. Army Toxic and Hazardous Materials Agency, Aberdeen Proving 

Ground, MD 
U.S. Army Strategic Defense Command, Huntsville, AL 
Vicksburg District, U.S. Army Corps of Engineers, Vicksburg, MS 
Little Rock District, Corps of Engineers, Little Rock, AR 
Program Manager for Rocky Mountain Arsenal, Commerce City, CO 
Headquarters, Fort Devens, Fort Devens, MA 
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ACTIVITIES VISITED OR CONTACTED (Cont'd) 

Department of the Armv (Cont'd) 

Lexington-Blue Grass Army Depot, Lexington, KY 
I Corps and Fort Lewis, Fort Lewis, WA 
U.S. Army Chemical Research, Development and Engineering Center, 
Aberdeen Proving Ground, MD 

Department of the Navv 

Director, Procurement Policy, Office of the Assistant Secretary of 
the Navy (Research, Development and Acquisition), Arlington, VA 

Naval Ship Systems Engineering Station, Philadelphia, PA 
Naval Aviation Depot, Naval Air Station, Pensacola, FL 
Space and Naval warfare Command, Arlington, VA 
Naval Electronic Systems Security Engineering Center, Washington, DC 
Naval Coastal Systems Center, Panama City, FL 
Long Beach Naval Shipyard, Long Beach, CA 
Navy Pacific Missile Test Center, Point Mugu, CA 
Naval Sea Systems Command, Washington, DC 
Naval Civil Engineering Laboratory, Port Hueneme, CA 
Headquarters, Military Sealift Command, Washington, DC 
David Taylor Research Center, Annapolis, MD 
Navy Submarine Maintenance Engineering, Planning and Procurement 

Activity, Portsmouth, NH 
Naval Air Systems Command, Arlington, VA 
Naval Undersea Warfare Engineering Station, Keyport, WA 
Naval Air Station, Corpus Christi, TX 
Marine Corps Air Ground Combat Center, Twentynine Palms, CA 

Department of the Air Force 

Acquisition Management Policy Division, Office of the Assistant 
Secretary of the Air Force, (Acquisition), Washington, DC 

Wright Laboratory, Eglin Air Force Base, FL 
Aeronautical Systems Division, Wright-Patterson Air Force Base, OH 
Tactical Air Command, Langley Air Force Base, VA 
National Guard Bureau, Andrews Air Force Base, DC 
Electronic Systems Division, Hanscom Air Force Base, MA 
Military Airlift Command, Scott Air Force Base, IL 
Air Force Flight Test Center, Edwards Air Force Base, CA 
Pacific Air Forces, Hickam Air Force Base, HI 
Warner Robins Air Logistics Center, Robins Air Force Base, GA 
Headquarters, 92D Support Group, Fairchild Air Force Base, WA 
Headquarters, 62D Combat Support Group, McChord Air Force Base, 
Oklahoma City Air Logistics Center, Tinker Air Force Base, OK 
Sacramento Air Logistics Center, McClellan Air Force Base, CA 

WA 
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ACTIVITIES VISITED OR CONTACTED (Cont'd) 

Department of the Air Force (Cont'd) 

Headquarters 834th Air Base Wing, Hurlburt Field, FL 
San Antonio Air Logistics Center, Kelly Air Force Base, TX 
Air Force Center for Environmental Excellence, Brooks 

Air Force Base, TX 

OTHER 

Headquarters, Tennessee Valley Authority, Knoville, TN 
Headquarters, Defense Logistics Agency, Cameron Station, 

Alexandria, VA 
U.S. Southern Command, Quarry Heights, Republic of Panama 
U.S. European Command, Stuttgart-Vaihingen, Germany 
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PROJECTED SAVINGS FROM CAMGELING ORDERS WITH TVA 

Action Projected Savings 
(in millions) 

Funds on orders withdrawn from TVA $ 5.9-/ 

Recoupment of TVA brokerage fee . 
if remaining orders in Appendix A 7.3-' 
are canceled 

Value of remaining interagency 
orders in Appendix A, less the 
TVA brokerage fee on the orders 84.2 

Total $97.4 

•i/ The following activities withdrew orders totaling $5,891,000 
from the TVA as a result of our audit. 

AMOUNT DEOBLIGATED 

Military Sealift Command   $1,000,000 
U.S. Army Special Operations Command   200,000 
Pacific Missile Test Center   497,000 
Naval Electronics Systems Security 

Engineering Center   500,000 
U.S. Army Human Engineering Lab   99,000 
U.S. Forces Korea   1,000,000 
Air Force Systems Command, Aeronautical 

Systems Division   150,000 
U.S. Army, Europe   140,000 
U.S. Army All Source Analysis System 

Project Office   2,200,000 
U.S. Army Laboratory Command, 

Harry Diamond Laboratories   105,000 

The amount includes $1.7 million of interagency orders issued 
prior to August 1991. 

^/ This amount represents the brokerage fee on orders with a 
total of $91.5 million that were issued during August and 
September 1991 and had not been withdrawn as of January 15, 1992. 
The amount of the brokerage fee on each order ranged from 5 to 10 
percent, and averaged about 8 percent of the total amount of the 
orders. 
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POTENTIAL BENEFITS RESULTING FROM AUDIT 

Recommendation 
Reference Description of Benefit 

Amount and/or 
Tvoe of Benefit 

and 4. 
Economy and efficiency. 
Avoid unnecessary use 
of interagency orders 
to support DoD projects. 

Funds put to 
better use in 
the amount of 
$13.2 million. 
An additional 
undetermined 
amount may 
occur of up to 
$84.2 million. 

Internal control and 
compliance with regu- 
lations. Development of 
a form that requires 
approval of contracting 
officer prior to procure- 
ments made through 
interagency orders. 

Internal control. 
Information on orders 
canceled and disciplinary 
action taken is needed 
for followup on 
Recommendations 1., 2., and 4. 

Nonmonetary 

Nonmonetary 
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REPORT DISTRIBUTION 

Office of the Secretary of Defense 

Under Secretary of Defense for Acquisition 
Director, Defense Research and Engineering 
Director of Defense Procurement 
Assistant Secretary of Defense (Command, Control, 

Communications and Intelligence) 
Assistant Secretary of Defense (Public Affairs) 
Comptroller of the Department of Defense 
Director, Defense Contracted Advisory and Assistance Services 

Department of the Army 

Secretary of the Army 
Assistant Secretary of the Army (Financial Management) 
Assistant Secretary of the Army (Research, Development and 

Acquisition) 

Department of the Navy 

Secretary of the Navy 
Assistant Secretary of the Navy (Financial Management) 
Assistant Secretary of the Navy (Research, Development and 

Acquisition) 

Department of the Air Force 

Secretary of the Air Force 
Assistant Secretary of the Air Force (Financial Management 

and Comptroller) 
Assistant Secretary of the Air Force (Acquisition) 

Defense Agencies 

Director, Defense Contract Audit Agency 
Director, Defense Logistics Agency 

Non-DoD 

Office of Management and Budget 

Office of Federal Procurement Policy 

U.S. General Accounting Office, NSIAD, Technical Information 
Center 
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REPORT DISTRIBUTION (cont'd) 

Congressional committees: 
Senate Subcommittee on Defense, Committee on Appropriations 
Senate Committee on Armed Services 
Senate Committee on Governmental Affairs 
Ranking Minority Member, Senate Committee on Armed Services 
House Committee on Appropriations 
House Subcommittee on Defense, Committee on Appropriations 
Ranking Minority Member, House Committee on Appropriations 
House Committee on Armed Services 
House Committee on Government Operations 
House Subcommittee on Legislation and National Security, 

Committee on Government Operations 

Inspector General, Tennessee Valley Authority 
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MANAGEMENT COMMENTS;  DIRECTOR, DEFENSE RESEARCH AND ENGINEERING 

DIRECTOR OF DEFENSE RESEARCH ANO ENGINEERING 

WASHIN6TON. DC  tOlOI-1010 
• Efcfc'ffÜj»* 

MJMORAHDUM FOR IKE DEPARTKEHT OF DEFENSE INSPECTOR GENERAL 

SUBJECT: Project Mo. 2CH-5003.01 

This is in response to your Draft Quick-Reaction Report on 
pop Procure»« nt« through the Tennessee Valley Authority (TVA). 
Of th« $106,471,747.00 in contract« that you refer to, DDRtE 
Issued on« $10,000.00 KZPR on August 7, 1991. Th« contract was 
for a four-month «ffort to produce a report in support of a 
Congressionally-direeted program. This was not an attempt to 
transfer expiring funds.  It was a necessary and legitimate 
business practice used to maintain program continuity. In 
response to your recommendations: 

la. "Cancel all interagency orders to the Tennessee Valley 
Authority listed in Enclosure 2 that have not been placed on 
contract or that have letters of commitment to contractors but 
where no costs were incurred." 
  I concur. Th« single DDRtE KIPR, DHAM10141, expired 

31 December. I have no plans to renew it. 

lb. "Determine the appropriateness of terminating or 
reducing interagency orders where the Tennessee Valley Authority 
has only issued letter« of commitment to contractors and ensure 
proper funding is used on any contracts that are awarded." 
  I concur. The single MIPR, DWAN10141, has expired after a 
contract was awarded with proper funding which has been expended. 
Responsibility for th« program supported by this contract has 
been transferred to the Assistant Secretary of Defense for 
Command, Control, Communications and Intelligence. 

Id. "Initiate disciplinary action against program officials 
who exceeded their authority by placing interagency orders with 
the Tennessee Valley Authority." 
 j concur. The single MIPR, DHAM10141, was placed with the 

Tennessee Valley Authority in full compliance with the Federal 
Acquisition Regulation and the Defense Federal Acquisition 
Regulation Supplement and complies with all internal Office of 
the Secretary of Defense and Washington Headquarters Services 
Regulations and Instructions. The MIPR was reviewed and approved 
by all the appropriate authorities. Mo disciplinary action is 
necessary as authority was not exceeded. 
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MANAGEMENT COMMENTS:  DIRECTOR OF DEFENSE PROCUREMENT 

61 

OFFICE OF THE UNDER SECRETARY OF DEFENSE 

WASHINGTON. DC I09O1-300O 

ÜM 2 3 m 

DP/CPA 

MEMORANDUM FOR DIRECTOR, CONTRACT MANAGEMENT DIRECTORATE, INSPECTOR 
GENERAL, DEPARTMENT OF DEFENSE 

SUBJECT- Draft Quick-Reaction Report on DoD Procurements Through the 
Tennessee Valley Authority (Project No. 2CH-5003.01) 

Although the subject report did not recommend any corrective 
actions for consideration by my office, I want to address the 
recommendation concerning the use of Military Interdepartmental 
Purchase Requests (DD Form 448) and similar forms to order goods and 
services under the Economy Act. 

I concur in principle with your recommendation and will ask the 
DAR Council to make the following changes:  (1) Develop DFARS 
language requiring the Department to use only the DD Form 448 to 
place orders under the Economy Act. FAR 17.504(b) currently 
indicates that an order under the Economy Act may be placed on any 
form or document that is acceptable to both agencies.  (2) Modify the 
DD Form 448 to add a signature block for the cognisant contracting 
officer. This signature will indicate a determination under FAR 
17.502 that the order being placed under the Economy Act is in the 
government's best interest.  (3) Amend DFARS 217.502 to indicate that 
the contracting officer is required to sign the DD Form 448 when an 
order is being placed under the Economy Act. 

We believe these changes to the DD Form 448 and DFARS are 
responsive to your recommendation and hope it will alleviate the 
placing of orders under the Economy Act without contracting officer 
scrutiny. 

Ul-«-A>-**S Äuu-C^d 

Eleanor R. Spector 
Director,  Defense Procurement 
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MANAGEMENT COMMENTS;  ASSISTANT SECRETARY OF DEFENSE (COMMAND, 
CONTROL, COMMUNICATIONS AND INTELLIGENCE) 

ASSISTANT SECRETARY OF OEFENSE 

■«•MiMOTON.Bc  m»i »•«• 

February 3, 1992 

C«M»M c*al»*t- 

KEHORANDUH FOR THE DEPARTMENT OP OEFENSE INSPECTOR GENERAL 

SUBJECT: Draft Quick-Reaction Report on DeO Procureaenta Through 
tha Tennessee Valley Authority (TVA) (Project No. 
2CH-S003.01) 

The attached couents are provided in response to your 
■eeorandUB of December IS, 1991. 

Duan« P. Andrew 
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MANAGEMENT COMMENTS;  ASSISTANT SECRETARY OF DEFENSE (COMMAND, 
CONTROL, COMMUNICATIONS AND INTELLIGENCE (Cont'd) 

■.«pan«« to PQPie Recommendations Described In the Drift 
pulck-Ra»ctir>n Report on Pop Procurements Through th« Tannstss« 

y.M.v Authority rProlect Mö. »CM-aOOJ. Oil 

Recommendation: 

a. Cancel all lnterageney order« to the Tennessee Valley 
Authority 11»tad in enclosure 2 that have net boon placed en 
contract or that have letters of commitment to contractors but 
where no costs were Incurred. 

Response: Do not concur with recommended action regarding MIPR 
DHAM10141 dated August 1,  l»»l for a *10K effort. The effort 
address«* a specific requirement which arose in the summer of 
i»9i. V« contacted the Tenne«««« Valley Authority (TVA) to 
det«rain« if the referenced int«rag«ncy order had been placed on 
contract. TVA has accepted the lnterageney order, prepared the 
required document» between TVA and the Office of the Secretary of 
Defense (OSD), and received payment froa the Department of 
Defense (DoD). At thi» time, TVA has not lasued the suppleaental 
agreeaent to the contractor under the existing contract. The 
issuance of the suppleaental agreeaent did not occur because of 
two factors. The first factor was that other lnterageney orders 
being handled by TVA took priority over the OSD lnterageney 
order. Th« »eeond factor was that by the time the OSD 
lnterageney order priority was reached, the Defenae Coaptroller 
requested that TVA place e freeze on the processing of all 
lnterageney requests received during the period of August through 
Septeaber of 1991. 

We do not feel that it la appropriate for OSD to issue a 
deobligating lnterageney order to deobliqate these funds because 
the lnterageney order was Issued in «coord«nee with the 
requirements of the Tederel Acquisition Regulation (FAR) and 
Departaent of Defense FAR Suppleaent (DFAR) aa well as the 
aeaorandua of understanding between TVA and OSD and the Cconoay 
Act. The request for the lnterageney order waa lsaued by the 
Progrta K«nager and approved by Contacting Officer'» Technical 
Representetlve, the Director of the Ravel Warfare and Nobility 
Office, end the Deputy Director, Tactical Warfare Program« (Head - 
of the Requiring Activity). The request for an interaqency order 
was approved and the lnterageney order was Issued by Washington 
Headquarters Services (WHS). The lnterageney order was approved 
and issued in accordance with ell requireaents of the TAR and 
DFAR and the appropriate determinations for use of TVA end the 
interagency order was made. 

Recommendation: 

b. Determine the appropriateneca of terminating or reducing 
interegeney ordere where the Tennessee Velley Authority haa only 
issued letter« of commitment to contrectora and enaure proper 
funding 1« us«d on any contraeta that are awarded. 
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»»MOMENT COMMENTS:  ASSISTANT SECRETARY OF DEFENSE (COMMAND, 
CONTROL. COMMUNICATIONS AND INTELLIGENCE^ (Cont d)  

Response: Concur with receaaended action. Sine* TVA hat not 
iaaued a lattar of eoaaitaent for thi» interagency order no 
action la raquirad to conaldar tha termination or reduction of 
tha eouitnanta aada by TVA for tha Interagency order Hated in 
tncloeure J. An interagency ordar deobligatlng; tha fund« would 
not ba appropriate ainca tha interagency ordar we« laauod in 
compliance with approprlata ragulationa and aceaptad and 
procasaad by TVA. 

Recoaaendatlon: 

c. »rohibit plactMnt of requests for «uppleaental work undar 
existing interagency egreeaente if not properly approvad by a DoD 
contracting offlear. land/or other official dttlqnittd by tht 
EeonoBv Act, tha FA» and dooartaental regulation« in accordance 
with the nr*« subpirt »17.5.1 

Response: Concur with recoaaendetion aa aaended. Baaad on tha 
requireaente of tha Economy Act, tha TAR, DFAR, and tha 
Meaorandua of Understanding batwaan 0S0 and TVA; «11 requests for 
supplemental work undar existing interegency agreeeente will ba 
iasuad with tha appropriate authorizing officials raviaw and 
aignatura. In tha easa of OSO, this will include approval by tha 
Head of the Requesting Activity (or his deaignee) and WHS. The 
approval docuaente will accoapeny all lnteregency ordere to TVA 
for their recorda. 

Recoaaendatlon: 

d. Initiate disciplinary action against prograa officials who 
exceeded their authority by placing interagency orders with the 
Tennessee Valley Authority. 

Response: Concur with recoaaended action. A review of the 
procedures followed and approvals obtained to issue the 
interagency orders to TVA reveeled that all interagency ordere 
issued under the progrea were issued in eceordance with the 
requireaents of the FAR and DFAR and that no prograa officials 
exceeded their authority. Therefore, there la no need for 
disciplinary action to be teken. To ensure that no confusion 
exists with the use of TVA by any OSS prograa official, tha 
actual issuance of the KIPR by WHS will be accoapanied by all 
required docuaentation showing the approvals required to TVA. 

Recoaaendation: 

e. Diecontlnue the uae of Military Xnterdepartaental Purchaee 
Requeets (00 Fora 44t) and aiallar foras to ordar goods and 
services froa other Federal aganciea and develop a for» that 
include« a eectiona to ba coapleted by a contracting offlear 
fand/or o»h»r official deaioneted bv the Bconoav Act, the FA» and 
d«part»«nf 1 r«oulatlana In accordance with the DFAR Suboert 
8i7.il to docuaent coapllance with the Federal Acquisition 
Regulation and the Oefenaa Federal Acquieition Regulation 
Supplement. 
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MANAGEMENT  COMMENTS;     ASSISTANT  SECRETARY  OF DEFENSE   (COMMAND, 
CONTROL,   COMMUNICATIONS AND  INTELLIGENCE   (Cont'd) 

ftaaponaa:    Concur with racoaaandation whan aaandad aa in 
racXaan<S«tion c, but ahould not diacontinua UM of MIPR until 
now for* hae baan davalopad and approval. 

APPENDIX   K 
Page  4  of  4 



67 

MAMAKEMENT COMMENTS:  ARMY 

DEPARTMENT OF THE ARMY 
omci or Tw ASSISTANT uenrr/urr 

»ASMMQT0N, DC M1MW 

■AftD-PF 17 JAN 892 

MEMORANDUM  FOR  1MHCTOR GEHERAI,   DEPARTMENT OP DEFENSE 
ATTMt    DIRECTOR,  CONTRACT MANAGEMENT 

IOTJECTJ Draft Ouick-Reactlon Report on DoD Procurements 
Through the Tennessee valley Authority 
(Project No. 2CH-S003.01) 

Departaent of Aray comments on aubjact draft audit 
rtport ara aa follow«i 

1. Executive Summary: Th« Aray concurs with tht IC'i 
lntaria findings regarding a aatarlal weakness in Internal 
controla that did not preclude inappropriate proeadurss in 
transfarrlng requiremente and funds to tha Tannssstt valley 
Authority (TVA) in August and September 1991. Our rasponst 
to tha Recomnendations for Corractlva Actions is sat forth 
below. Additional datallad eoaaant« on tha Draft Mport ara 
at Enclosure 1. 

2. Response to Racoaaandations for Corractiva Actions, 
pags 9 of tha Draft laportt 

"a. Caneal all lntaragancy ordars to tha Tennessee 
vailay Authority liatad la Eacloaura 2 that have not baan 
placad on contract or that hava letters of coaaltaaat to 
eontractera but »hara no costs were tncurrad." 

Response: Concur in substanea. Recommend that this 
Recommendation ba reworded as follows to clarify that only 
unauthorized or iapropar ordars ara raqulrad to ba cancalladi 

"Caneal all lntaragancy ordars to tha Tannassat Vallay 
Authority (TVA) listad in Enclosura 2 that ara unauthorisad 
or iapropar and that hava not baan placad on contract by TVA, 
or that hava TVA lattars of coaaitaant to contractors but no 
costs hava baan incurred.* 

Thia office will direct that all Army-origlnsted orders 
to the TVA in August and September 1991, not affectively 
placed on contract by TVA, and not processed in compliance 
with the requirements of the Economy Act and DoD appropria- 
tions and year-end spending policies, be cancelled by the 
requesting Aray activity.  Jt is anticipated that this will 
ba completed by March 31, 1992. 
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MANAGEMENT COMMENTS:  ARMY (Cont'd) 

*b. Deteraine the appropriateness of terminating or 
reducing interagency orders «Bar* tha Taaaaaaaa Tallay 
Authority baa only Issued lattara of coaaltaeat to 
eoatraetera and enaore proper funding la naad on any 
contracts that ara awarded." 

Response: Concur. This offlct, In coordination with 
tha Assistant taeratary of th« Army (Financial Management), 
will ansura review of all auch ordars/contraeta and, whan 
consldarad appropriate, raquast their termination, raturn of 
unused funds, and/or usa of proptr funds. It is astlaatad 
that this action will ba coaplatad by April 30, 1992. 

"e. Prohibit plaeaaant of requests for supplemental work 
under existing lateragency agreeaenta if not properly 
approved by a DoD contracting officer." 

Response: Concur. This office has already Issued 
direction to all Aray activities that will require approval 
of a contracting officer on any interagency agreement with 
TVA or for any Military Interdepsrtaental Purchase Order 
(HIPR) proposed to ba sent to TVA (or any other agency 
outside of OoB). A copy of the Aray direction is at 
enclosure 2.  In addition Aray Regulation (AR) 70-1, System 
Acquisition policy — Research, Development, and Acquisition, 
is being revised to reiterate this policy to the Aray 
acquisition coaaunity.  (AR 70-1 implements DoD Directive 
S000.1, DoD instruction 5000.2 and DoD Manual S000.2-M.) 

"d. Initiate disciplinary action againat prograa 
officials who exceeded their authority by placing interagency 
orders with the Tennessee Valley Authority.' 

Responses Concur in part. We reeoaaend that this 
recommendation be reworded as follows: 'After a review of the 
facts, initiate appropriate disciplinary aetlon againat those 
officials who knowingly and willfully exceeded their 
authority by improperly authorising, directing or effecting 
interagency orders with the Tennessee Valley Authority.' 

After a substantive review of the orders and the 
rationale and procedures used, appropriate disciplinary 
action will ba initiated against those responsible for 
violations. Because of the number of activities, and tha 
volume of orders, involved, we anticipate completion of thla 
corrective action by Hay 31, 1992. 
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69 

•a. Discontinue the uae of MUtary laterdepertaeBtal 
Purchase Bequests (BD For« 441) and siallar foraa to order 
good» and service« fro» other Federal agencies and dtrtlop a 
fora that includes aactlena to ba completed by a contracting 
officar to doeuaent compliance with tha radaral Acquisition 
Regulation and tha Bafanaa radaral Acquisition tabulation 
Supplement." 

Responsei Concur in subttanca. Whether tha MXF*. for« 
i* revaaped or a naw fora developed, this is not an action to 
be takan by tha Sarvlea Acquisition Executives, but aust be 
accoaplished within the Office of the Secretary of Defense, 
to apply uniforaly throughout DoD.  In the lnteria, the Aray 
he* already issued direction (End 2} requiring that a 
contracting officer aign on the DD Fora 448 attesting that 
the Bconoay Act deteralnation has been aade pursuant to the 
requlreaents of the Defense FAX Supplement. Thl«, in turn, 
aust be verified by the official certifying to the 
availability of funds to be transferred via tha HIFR. 

The active cooperation and coordination of the resource/ 
financial aanageaent coaaunlty and eoaaanders and aanagers at 
all levels la deeaed eisential to preclude the continued 
bypass of the organic DoD contracting coaaunlty through 
offloading actions. 

Hany of the individuals responsible for offloading and 
yaar-end spending violations believe they are acting in the 
best interest of the Aray to tlaely accomplish their assigned 
aission with dwindling resources. Me aust find a way to 
raise the credibility and responsiveness of our organic 
contracting operations in addition to abutting down the 
'inappropriate* abort cuts. As was the case with both 
Depattaent of Energy and Library of Congreas offloading, TVA 
and its support contractors ("cooperstors") actively 
advertised their quick contracting capability and solicited 
work froa DoD activities. 
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MANAGEMENT COMMENTS;  ARMY (Cont'd) 

Although these circumstances de not excuse any blatant 
wrongdoing or poor Judgment, they may explain in part tha 
actioni of sany vall-aeaning aetlvitlaa fruatratad by a 
budgetary process and procurement systea that often cannot 
respond to real-tlae needs. If every action is a priority 
then none of thea are, except to the individual that has the 
requirement. 

Acting AssisWny Secretary of the Aray 
(Research, Developaent and Acquisition) 

Enclosures 

CF: 
SAIG-PA 
SAr« 
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jBMTIOtUU, eOMKMTl  BW P1XTT AUDIT BttOMT 
(Project Mo. 2C1-S00I.O1) 

X. Executive luaasry and Draft report, p.li ere question 
the cit«d "potential" onetlao aonetary benefit (110«.4 
Billion) that could b« raall«ad by th» cancellation or all 
lnteragency ordara at TVA that hava not baan plaeed 'on 
contract*, «a faal that this figure la Inflated, unraallatlc 
and alaleedlng. 

Evan if all auch intaragancy ordari ware to ba eanealad 
(and that la highly unlikely), aany of thaaa requireaenta 
would atill exist and will naad to ba aatlaflad by proper 
procedures. Theie actions will have a coat, and likely a 
higher coat, to DoD than the order* foregone at TVA. even 
considering their 'broker* fee or other charges. Although wa 
■ay have "saved* aoae r» II funds (which would then be lost 
to DoD). we will atill have to pay in FY93 and beyond for the 
saae work. If the funds for the canceled requireaenta are 
not expiring appropriations, then they will be used perhaps 
in direct contracting by th» agencies involved. At best, the 
■oat that could be considered 'saved* would be the equivalent 
of TVA'a charges for processing th» tranaactlon. Again, 
however, DoD aay end up paying aore to get the work done than 
if thay had continued with TVA. 

tn addition, a strlet reading of the Cconoay Act 
language would appear to allow TVA to clala that they (TVA) 
had begun effort on the orders, even If they were not placed 
"on contract* before the funds allegedly expired, tn that 
case, they could eharge the canceling agency for all costs 
incurred by TVA in prosecuting in good faith the duly 
accepted Military Interdepartmental Purchase Requests 
(Hints). 

A »ore reasonable approach to speculating on monetary 
benefits associated with the audit recoaaandatlons would be 
to estimate the delta between what It would have cost DoD - 
activltiee to perform direct contracting for theae 
requireaenta and what it was going to cost at TVA (e.g., 
»106.4 aillion a the 10% TVA tee> or »10.C Billion).  It la, 
after »11, Just as likely that the aoneys transferred to TVA 
would have gone to aeet other needs If the TVA "vehicle" was 
unavailable, as It Is to sssuae that the aoney would have 
been excess, and returned to the Treaaury. 

IX.-The Draft »»port (on p.7) stataat "While lettera of 
Intent have been found to constitute legally enforceable 
agrecaente, F»*»> doeuaenta are only valid If l««uxi prior to 
th« «nd et  tfr- fi.gxl war.» (eaphasls added) It is the 
understanding of th» Arny, based upon previous discussions of 
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MANAGEMENT COMMENTS;  ARMY (Cont'd) 

Final Repori 
Page No. 

this iaaue with tht IG audit managers, that tha DoD 
Comptroller demurred whan aakad to latua a binding ruling on 
tht iaaua of tha viability of aspiring fiinda furniahad to TVA 
on reimbursable ordars via HIP*. Xn addition, tha guidance 
In tha DoD Accounting Manual (DoD 7220.9-H) ralatlng to 
reimbursable ordara varlaa eomewhat troa tha traataant of 
diract-clta ordara, aa ragarda the continuing viability of 
funds provided. Therefore, tha matter of validity of the 
TVA-ieaued lettere of Intent la not aa clear aa tha report 
would indicate. Certainly TVA must have a voice in thia 
conclusion, as they will be the agency with ultlaato 
contractual liability. 

The burden of complying with the Eeonomy Act 
requirements, once funda have been transferred and the task 
accepted, is with the receiving egency (in thia ease TVA). 
It would be presumptuous at best for Defense agencies to 
unilaterally deteralne that the funds provided and accepted 
(and in many eases disburaed to TVA) had aspired before TVA 
could place then en contract (as they normally would under 
their Technology Brokering Program). 

III. The Draft Report (on pp.7*8) further states that: 
Tor these purposes, valid obligations can only be incurred 
aft» a contract, hn fettn tatibHahtd. nntti » contract i« 
lasued bv TVA. a binding obligation of DoD fund« ha« not 
occurred." (emphasis added) As stated above, thia ia an 
issue that cannot properly be determined unilaterelly by DoD, 
since the agency with post-acceptance Economy Act compliance 
responsibility is TVA. 

IV. Draft Report (p.8) states: 'Also, those work ordere 
using expiring funds where TVA has lasued lattara of intent 
after September 30, 1991, ahould also be terminated and 
funded with current year funda." As stated above, tha 
deterainetlon of the continued viability of funds provided 
to, and accepted by,. TVA under the auspices of the tconomy 
Act aust be made by TVA, particularly in the ease of existing 
letters of Intent, whereby TVA has ostensibly Incurred 
contractual (pecuniary) liability. 

V. Eased on the foregoing, and upon advice of Counsel, 
we recommend deletion of the following sentences on p.8 of 
the Draft Report: 

I"until a contract la laaued by TVA, a binding 
obligation of DoD funda haa not occurred.") 

("All DoD lnteragency orders Issued to TVA uaing 
aspiring PY 1991 funda that have not been placed on eontraeta 
by TVA ahould be deobligated in accordance with tha Act.]" 

APPENDIX L 
Page 6 of 7 



73 

MANAGEMENT COMMENTS:  ARMY (Cont'd) 

It la furthtr raeoaaandad that tht following 
racoaaandation en p.I ba ravlaad aa ahovn balowi 

['All •spiring n 1M1 «nada tranafarrad to TVA undar 
DoD intaragancy ordara that hava not baas placad en eeatract 
aheuld ba daobligatad in aeeotdanea with tha Act.*] ehanga to 
raad: 

"AJ1 fund« «»pi ring at th» and of fY 1891 tranafarrad 10 
uTV* undar POP lntaraoancy ordara. that vara not DroPtrlv 
Bbnoatad by TVA. «hould ba daobllaatad In accordanca with 
tht Act.* 
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MANAGEMENT COMMENTS:  NAVY 

THE ASSISTANT SECRETARY OF THE NAVY 
(RtMarch. Development «no Acquisition) 

WASHINGTON, D.C 20350-1000 

M z 2 mz 

MEMORANDUM FOR THE DEPAKTMEMT OF DEFENSE ASSISTANT INSPECTOR 
GENERAL FOR AUDITING 

Subj:  DRAFT QÜICX-REACTION REPORT ON DOD PROCUREMENTS THROUGH 
THE TENNESSEE VALLEY AUTHORITY 
(PROJECT NO. 2CH-5003.01) 

Raf:  (a) DODIC Meao of 18 December 1991 

End:  (1) DON Recponae to Draft Qulck-Raaction Raport 

I »■ reaponding to the draft quick-reaction raport forwarded 
by rafaranca (a) concarning procurement« through tha Tannaaaaa 
Vallay Authority. 

Tha Department of tha Navy raaponaa la providad at ancloaura 
(1). »a generally agraa with tha draft quick-reaction raport 
finding» and recommendation«. Ae outlined in tha ancloaad com- 
■anta, tha Department haa taken, or la planning to take apacific 
actiona to anaure adequate management controla of aiailar 
procureaenta in the future. 

Cann 

Copy to 8 
NAVINSGEN 
NAVCOKPT (NCB-53) 

APPENDIX M 
Page 1 of 3 



76 

MaMAftFAIEHT COMMENTS:     WAVY   (Cont'd) 

Final Report 
Page No. 

Departaent of the Kavy Reeponee 

to 

D00X6 Draft Report of Daceaber II, li»l 

OOD procureeenta through tba Tannaaeae Valley Authority 
Project 2CH-SO03.01 

p«co—«ndatlona for Coirractiva Action 

1. Ha recoaaend that th« Director, Da fan» • Raaearch and 
Englnaaring; Servlca Acquisition Zxacutivea; and tba Dlractor, 
Dafanaa Logistics Agancy: 

»•eonandation l.a: 

a. Cancel all interageney ordera to tba Tannaasaa Valley 
Authority Hated in Eneloaura 2 that hava not been placad on 
contract or that hava lattara of eoaaitaant to contractora but 
vhera no coat» vara incurred. 

now »e«ItIon; 

Concur in principla. Tha Navy vlll eancal all of tba Eneloaura 3 
ordera which can ba cancalad. If appropriata, they aay be 
raiaaued citing proper funding and »eating othar legal and 
regulatory requireaanta. 

»•co—cndatlon l.b: 

b. Datarain» tha appropriatanaaa of tarainating or reducing 
intaragency ordara vhara tha Tannaaaaa Valley Authority haa only 
iaauad lettera of eoaaitaant to contractor! and anaura proper 
funding ia uaad on any contracta that era awarded. 

PON Petition: 

Concur. Ordara will be exaainad on a caaa by caae baaia. 
Unauthorised ordara and thoae citing inappropriate fund» will be 
tareinated, reduced, or ratiflad with proper funding aa 
appropriate. 

l.ro—tnd.tlon l.ct 

c. Prohibit placaaent of raqueata for euppleaental work 
under aviating intaragancy agraaaenta if not properly approved by 
a DoD contracting officer. 

17 
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MANAGEMENT COMMENTS:  NAVY (Cont'd) 

DOH PPlltlfll»: 

Concur. We have previously issued guidance reaindlng Navy 
activities of the legal and regulatory requirements for 
contracting officer approval of Xconoay Act orders.  Zt is 
clearly necessary to reissue this guidance as soon as 
practicable, but not later than 10 February M. 

Recommendation l.dt 

d. Initiate disciplinary action against prograa officials 
who exceeded their authority by placing interagency orders with 
the Tennessee Valley Authority. 

PPH Position; 

Concur in principle. Abuse of interagency acquisition to 
obligate expiring funds or obtain services of favored contractors 
should result in disciplinary action, and Commander» of Navy 
activities involved will be directed to take such action where 
appropriate. However, the failure to obtain contracting officer 
epproval of such acquisition, while regrettable, say not in 
Itself warrant disciplinary action. Improved procedures and 
better training Bay be »ore appropriate reaediea. 

Kccomacndatlon I.e.- 

e. Discontinue the use of Military Interdepartmental 
Purchase Requests (DD For« 44S) and siailar forms to order goods 
and services froa other Federal agencies and develop a fora that 
includes a section to be coapleted by a contracting officer to 
docuaent compliance with the Federal Acquisition Regulation and 
the Defense Federal Acquisition Regulation Supplement. 

PCM Petition: 

concur. Xf practicable, ecquisitions utilizing this new DoD fora 
should be recorded in the DD 350 Reporting Syetea. 
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MANAGEMENT COMMENTS:  AIR FORCE 

DEPARTMENT OF THE Al* FORCE 
WACHINGTON OC lOJlO-IOOO 

i o» n« MMVTMTT Mcarriu** 1« JAN «2 

MEMORANDUM FOR ASSISTANT INSPECTOR GENERAL 
FOR AUDITING 
OFFICE OF THE INSPECTOR GENERAL 
DEPARTMENT OF DEFENSE 

SUBJECT. DoDIG Draft Quick-Reaction Report on DoD Procurements 
through the Tennessee Valley Authority, December 18,1991 
(Project No. 2CH-5003.01) 
- INFORMATION MEMORANDUM 

You requested Air Force Acquisition Executive (AFAE) comments 
on the Findings and recommendations made in the subject report. 

We concur with your findings that the Military Interdepartmental 
Purchase Requests (MIPRs) cited in this case were not appropriately used in 
all cases, and are taking actions to eliminate the use of interagency 
agreements by unauthorized program officials. 

We have added a section (part 5, section J, Use of Interagency 
Agreements) to the draft of Air Force supplement 1/DoDI 5000.2 
Acquisition Management Policy and Procedures, which directs that Air 
Force ordering offices shall follow procedures in FAR 17.504 and obtain 
contracting officer determination as specified in the FAR. 

We concur is your finding that compliance with existing policy has 
been less than satisfactory and that management controls require additional 
emphasis  In response to previous audits, we issued the following guidance; 
HQ USAF/SC Itr dtd 4 Nov 88, Policy on Use of Dept of Energy 
Interagency Agreements; HQ USAF/SC, ltr dtd 30 Jan 89. Policy on Use of 
DOE Interagency agreements; HQ/LEEV Itr dtd 1 Dec 89, Task Orders 
Through The Department of Energy. Based on the continuing problems 
found in this draft report, we also intend to insert additional coverage in the 
AF FAR supplement in the near future. Further, we support a 
recommendation that steps be taken by the Defense Finance and Accounting 
Service (DFAS) to redesign die MEPR (DD Form 448) so that mandatory 
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MANAGEMENT COMMENTS!  AIR FORCE {Cont'd) 

review by the appropriate contracting authority can occur to assure 
compliance with the Federal Acquisition Regulation and the Defense Federal 
Acquisition Regulation Supplement. 

We do not agree that the savings of $106.4 million cited in die report 
are correct At least some of die cancelled interagency orders represent bona 
fide requirements which will be «procured using other contracting methods. 
As a result of die cancellation of interagency orders with bona fide 
requirements, those elements would have to obtain new funding for the basic 
requirement, incur additional costs for «procurement, and incur substantial 
delays in delivery. We do not believe such action would be in the best 
interests of the Government. 

Regarding proposed corrective actions (a) and (b), we suggest that all 
the requirements be reviewed prior to cancelling the interagency orders. 
Further, we believe that only those orders that would not have been 
approved had proper procedures been followed should be cancelled. The 
«procurement cost of these items could gready outweigh the value of any 
cost savings identified in this report 

Finally, in response to item (d), all transactions will be reviewed, and 
appropriate administrative/disciplinary actions will be taken as needed 
consistent with appropriate personnel policies, procedures, and legal 
considerations. 

U J WELCH jR 
r Stcretary oMh« Ar Fore« 

(Acquisition) 
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MANAGEMENT COMMENTS:  DEFENSE LOGISTICS AGENCY 

Ml 
DEFENSE LOCH TIC« AGENCY 

MCADQUAftTIM 
CAMERON STATION 

ALCIANOKtA. VmCtNIA *MM-«IOO 

DLA-C1 19 JAN 892 

MEMORANDUM FOB ASSISTANT INSPECTOR OENERAL FOR AUDITINO. 
DEPARTMENT OF DEFENSE 

SUBJECT: Draft Quick-Reaction Report on DoD Procurementa Throufh 
the Tenneaae« Valley Authority (Project No. 3CH-S003 01) 

Thie l» In reapona* to your 18 Dae 01 ■»morandum requeating our 
conMitti pertaimnf to th* »ubject draft raport  Th* attached 
poaition* hav« b**n approved by Ma H*l*n T McCoy, Deputy 
Comptroller, Defenae Lojiatica A|ency 

6 Encl /aACQJELINE Q. BRYANT 
, Chief. Internal Review Dlviaion 
Office of Comptroller 
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MANAGEMENT COMMENTS;  DEFENSE LOGISTICS AGENCY (Cont'd) 

TYPE OF REPORT:  AUDIT DATE OF POSITION:  10 Jan 82 

PURPOSE OF INPUT:  INITIAL POSITION 

AUDIT TITLE AND «0:  Draft Quick-Reaction ««port on DoD Procurement« Through 
the Tennessee Valley Authority (TVA) 
(Project He.   3CR-9003.01) 

FINOIVQ: 

a. A total 0/ 186 intaragancy order«, valued at «108.3 million war» 
•ent to TVA in August and September 1N1>  Thar* war« 175 order« valuad at 
»104.B million that involvad transferred fund« dua to expire in FT 1981. 
Internal control proeadurai and practiea» did net preclude profraa official« 
from obtaining tha funding required to i»«ua tha interegeney orders or 
pracluda accounting and financa offica* from transferring fund« to TVA on 
ordar« that were not proparly authorised. 

b. Intarnal Control«  Tha audit determined that intarnal accounting 
and administrative control« «ithar did not axiat or were inadequate to 
pracluda unauthorizad iiiutnc« of intaragancy ordar« and to pracluda 
paymant« on intaragancy ordar« that wara not approvad by DoD contracting 
officora.  We conndar thai« intarnal control weaknesses to ba aatarlal. 

DLA COMMENTS:  Partially concur.  Based on tha misuse of intaragancy 
agraamant« with tha Library of Congro*« and tha Department of Enargy. 
Dilimi Logistics Agancy (DLA) i»«u«d a policy lettar datad 2« Saptambar 
1980 which astabliahad intarnal controls on tha u«a of non-DoD aganciaa 
undar tha Economy Act (copy attachad).  Tha lattar did not «pacifically 
covar u«a of anothar DoD Componant'a agraamant.  Wa will amand tha policy 
«pacifying tha naad for raviaw and approval whan using othar DoD Componant'a 
agraamant   Wa agraa that requeat for support from a civil agancy should ba 
justified and approvad by a contracting officar or a dalagatad official 
sarving in tha bast intarast of tha Government. 

Wa do not agraa that tha waaknass is matarial considaring tha condition 
undar which DLA got involvad with tha Tannassaa Vallay Authority (TVA).  Tha 
Air Foreo (AF) raquastad us to fund a statutorily raquirad action for 
obtaining a fir« protaction cartification of a building in Xally Air Forco 
Baaa (AFB) usad to «tor« flammabla liquids.  As a tanant and undar tha 
Intaragancy Support Agraamant batwaan Xally AFB and DLA Dafansa 
Reutilixation and Markating Sarvica (DRMS), DLA wa« obligatad to fund tha 
action takan. 

INTERNAL MANAOEMENT CONTROL WEAKNESSES: 
( >  Nonconcur.  (Rationala must ba doeumantad and maintainad with 

your copy of tha rasponsa.) 
(x)  Concur: howavar. waaknass is not considarad matarial.  (Rationala 

must ba doeumantad and maintainad with your copy of tha 
rasponsa.) 

( )  Concur: waaknass is matarial and will ba raportad in tha DLA 
Annual Statamant of Assuranca. 

ACTION OFFICER:  Frank Bokewski. DLA-LR. x«6285. 10 Jan 92 
PSE REVIEW/APPROVAL:  Rogar C. Roy. Assistant Diractor. Offica of Policy t 

Plan« (DLA-L). X46271. 10 Jan 82 

DLA APPROVAL:  Halan T. McCoy, Daputy Comptroller 

APPENDIX 0 
Page 2 of 10 



83 

MANAGEMENT COMMENTS:  DEFENSE LOGISTICS AGENCY (Cont'd) 

DEFENSE LOGISTICS AGENCY 
MIADQUA*TC*I 

CAMCNON »TATION 
ALCIAMONIA. VIRGINIA »W4-(I00 

V_.^ 
•**•  DLA-I 

SUBJECT: 

TO: 

11 SEP 

Use of Interagency Agreements with Federal Agencies 

Commanders of DLA Primary Level Field Activities 
Heads of HO DLA Principal Staff tlmnti 

1.  lecently. th« DeD In«p«ctor Oanaral issued two reports 
stating that DeD cempenantf misused interagency agreements with 
th« Library of Cengraaa and tha Department of Energy to obtain 
contractor support by not fulfilling tha required authority and 
Justification documentation by tha Fadaral Acquisition Kegulatlon 
(FAX) and tha Dafansa Fadaral Acquisition Xeguletlön Supplement 
tDFAXS).  Although DLA is net «pacifically eltad In either 
report. Internal controls are required to preclude laproper use 
of interagency agreements (hereafter referred to as agreements) 
to circumvent statutory and regulatory (FAX/DFAXS)' procedures, 
such as bypassing the Coaipetltlon in Contracting Act of IDS« or 
•.voiding the necessity for advanced procurement planning to 
accommodate noraal proeureaant lead tlae. 

3. Several agreeaents for support services have been aade with 
elvil agencies by certain elements of DLA. The Economy Aet of 
1633 applies to the interagency acquisition of services required 
under these agreements «hereby the services are to be provided by 
contractors through the servicing agency in accordance with 
FAXS/DFAXS Subpart 17.S.  Prior to signing any agreement through 
•hieh the servicing agency »ill provide support by means of 
servicing agency resources and/or a. eontraetor, a determination 
must be aade that the agreeaent is In the 'best Interest af the 
Oovernaent.*  To establish necessary control«, each acquisition 
aade under the agreement stands alone and must be certified by an 
official designated by the Director that all requirements of the 
Economy Act, the FAB, the DFAXS or any other governing rule are 
met.  For proposed agreeaents and each acquisition to be obtained 
thereunder originating within DLA, the designated official for 
the Director is the Assistant Director, Policy and Plan« (DLA-L). 

3.  When contractor support is to be «equlred under an agreement, 
there is an additional requirement under DeD Directive 490S.3, 
DoD Contracted Advisory and Assistance Services (CAAS), for the 
requiring component to comply with management control«/procedures 
and aceount for the funds attributed to those services which 
involve CAAS category tasks. Thus, each proposed Interagency 
acquisition for services must be in compliance with the manage- 
ment controls and preparation responsibilities set forth in FAX 
Sections 37.SOS and 37.308.  DLAX 5010.3, DLA CAAS, assigns DLA-L 
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MANAGEMENT COMMENTS:     DEFENSE  LOGISTICS  AGENCY   (Cont'd) 

DLA-L    PAGE 3 
SUBJECT;  Ust of Inttraganey Agraaatnti with Fadaral Agtnciai 

raiponaibllity for CMS approval to Policy and Plan« or tha 
Diractor/Daputy Director!, PL A, «hare applicable.  In order 
to fulfill this responeibility. «11 purchase requests for 
service* proposed for acquisition under a» egreoaent ara to 
ba eubaitted to DLA-L for deteralnetlo» of CAAS applicability. 
Where It is found that proposad acquisitions ara for CAAS 
eervicee to ba providad undar contract through an agreeaent 
with a servicing agency, Policy and Plane «ill obtain tba CAAS 
approval (a) required undar regulatory guldallna«. Tha approval 
docuaente'are to aeeoapeny tha purchaaa raquoat tranaaitted to 
tha aarvieing aganey contracting activity. 

4.  Aa of tha data of thl* lattar, future agreeaenta «1th Federal 
Aganclai ara to ba eoordlnatad with and epproved/elgned by tha 
Assistant Director, Policy and Plam. Additional revie« by othar 
Principal Staff Ileaente. auch aa tha CoaptroUer, tba Counaal. 
and Contracting, aay ba raquirad. Cartlflcatlon «ill ba 
obtainad, whara nacsaaary, to anaura tha agreeaent's contanta 
ara aound on a bualnaa*. lagal, and financial baaia, that thay 
provlda for affoetlva contract adalnietretlon and raportlng, 
and that thay ara otherwise In tha Oovernaent'e baat intaraat. 
Furtbar, tba Coaptrollar «ill anaura that no funds ara trene- 
farrad to tha aarvieing agancy until all raquirad cartlficatlona 
and approvals ara accoapliahad.  Thasa procaduraa alao apply to 
aaeh requlreaent for aarvleaa to ba ordarad undar an agrtaaant 
onca in plaea. Tha policy la not to dlacouraga agraaaanta whara 
it ia in tba Oovernaant'a baat Intaraat to do ao. but to anaura 
all ragulatory guidalinaa ara coapliad with and that tha 
agraaaant la proparly praparad, Justified, and approvad. 

3.  Tha point of contact ia Prank sokowakl. DLA-LB, AV 3B4-62BS. 

CKAXLIS HeCAUSLAID 
Llsutanant Oanaral, ÜSAF 
Dlractor 
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MLMATJOU OF AUTHOSJTY F01 IbTIBAOXXCY 

ACQUISITIONS MADE VW>E* THE ECOVOHT ACT OF 1039 

Wharaln Subpart 17.S of tba Fadaral Aequlaltion ftagulatlon 
and tb* DOC Fadaral Aequlaltion Xagulatlen Supplaatant provldaa 
(or th« haad or tha roquaatlng aganey to dalagata authority to 
■aka tb« datar»lnatlon that tb« Oevarnaant'a bast lntaraat la 
aarvad throu|h an lntaraganey acquisition, I haraby dala|ata 
«web authority for lntaraganey aequlaltion« by tb« Dafanaa 
loglatlea Aganey t* tba Aaalatant Diraetor, Oftlco of roliey 
and F-lana. 

CRADLES MeCAOSLAND 
Liautanant Saneral, OfAF 
DlraetoR 
Dafenae Loglatlea Aganey 
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MANAGEMENT COMMENTS;     DEFENSE LOGISTICS AGENCY   (Cont'd) 

Final Report 
Page No. 

TTPE Or  EEF01T:     AUDIT 

POAPOSE or iiroT:   mtui POSITIO* 

»ATI Or  POSITIOH:     10 Jan  92 

AUDIT TITLE A» »0: Draft Qulek-ltectlon («port en DoD Procureaanta Through 
«ho Tennetaee Valley Authority 
(Project »o.  SCI-9003.01) 

BECOME*!)AT 10* 1.»:    Mt roroaaend that  th« Director.  Defenaa teaearcb and 
Enfineennf;  Service Acquiaition Executive»;   and,the  Director.  Defoneo 
Loiiatica A|oney  (OLA),  eancel «11  interafancy erdtra  to tho Tenneaaee 
Valley Authority llatod in Encloiuro 2 In tho report  that have not boon 
placed on contract or that havo lettera of ceaaitaent  to eontraetora but 
where no eoata «or*  incurred. 

OLA COWCHTS:     »et  applicable.     On advleo  of  Kolly  API.   CMS undor  OLA 
pleeod an erdor afelnat an exietlnj AF contract »ith TVA to provide aorviee 
required  to obtain a Tex»« Vatienal Plra Protection Aaaoclation  (VFPA) 
certification  for a buildinf uaed to atort  flaaaabla/coabuatible liquida. 
The work waa coapleted In Septtaber  1001  and  the certification wee obtained. 
There  ta no outatandin| OLA ordert «1th  the TVA. 

DISPOSITION: 
(  )    Action  la on|eln|.    Eatiaated Coapletion Date: 
(x)    Action la eonaidered eoapiete. 

IVTEXNAL  KANAGEMEVT COVTAOL WEAKNESSES: 
(x)    loneoncur.     (Bationala auat  be docuaented and aaintained »ith 

your copy of  the reaponao.) 
(  )    Concur:  however,  weakneaa  la not eonaidered aaterlal.     (Rationale 

auat be docuaented and aaintained with your copy of  the 
reaponao.) 

(   )    Concur:  weakneaa la aaterial  and will   be reported in the DLA 
Annual  Stateatnt of Aaauranca. 

ACTION OFFICE!:     Prank   lokoweki.   DLA-LA.   «48205.    10  Jan  03 
PSE  KETIEM/APPIOVAL:     Sofor C.   key.  Aaaiatant  Director.   Office of  Policy A 

Plena   (DLA-L).  «48S»1,   10 Jan  02 

DLa APFAOVAL:     Holen T.   McCoy.  Deputy Coaptrailer 

17 
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MANAGEMENT COMMENTS:     DEFENSE LOGISTICS AGENCY   (Cont'd) 

TYPE OF  REPORT';     »TOIT 

PURPOSE or IRPVT:    IIIITIAL POSITION 

DATE Or POSITION:  10 Jan 03 

AUDIT TITLE AID «0: Draft Quick-Reaction ««port en DoD Procure! 
the Tonneaeee Vtlliy Authority 
(Project No. aCH-5003.01) 

•nt» Through 

RECOMMENDATION l.b:  We recommend that the Director, Defense Research and 
Engineering; Service Acquisition Executives: end the Director, Defense 
Logistics Agency, determine the appropriateness of terminating or roducinf 
intsregency ordera «here the Tenneaaea Valley Authority haa only laaued 
lettera of commitment to contractora and enaure proper funding la used on 
any contract! that are awarded. 

DLA COMMENTS:  Wot applicable.  See Recommendation I.e. 

DISPOSITION: 
( >  Action is ongoing.  Estimated Completion Date: 
(x)  Aetion is conaidered complete 

INTERNAL MANAGEMENT CONTROL WEAKNESSES: 
(x)  Nonconcur.  (Rationale must be documented and maintained with 

your copy of the response ) 
( )  Concur: however, weakness is not considered material.  (Rationale 

must be documented and maintained with your copy of the 
reaponse.) 

I )  Concur: weakness is material and will be reported in the DLA 
Annual Statement of Assurance. 

ACTION orriCER:  Frank Bokowski, DLA-LR, X46295, 10 Jan 92 
PSE REVIEW/APPROVAL:  Roger C. Roy, Assistant Director. Office of Policy A 

Plans (DLA-L) . X4B271. 10 Jan 03 

DLA APPROVAL:  Helen T. McCoy. Deputy Comptroller 
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MANAGEMENT COMMENTS:  DEFENSE LOGISTICS AGENCY (Cont'd) 

TYPE  OF  REPORT;     AUDIT 

PURPOSE or IITPUT:    mm AL POSITIOK 

»ATI  OP   POSITION:      10 Jan  »2 

AUDIT TITLE AND  »0:     Draft Quick-Reaction  Report  en  DoD Procuroaenta  Through 
the Tenneaaeo  Valley  Authority 
(Project Mo.   2CH-9003  01) 

RECOMMENDATION   J.e:     We recommend  that  the  Director.   Dofeneo Reaearch  and 
Engineering;   Service  Acquieiticn Executive«;   and   tho  Director,   Defenee 
Logietica Agency,  prohibit placement of  requeete   (or auppleaental  work undor 
exieting   interageney  agreement«   il   not preporly  approved  by a 60S 
contracting officer. 

DLA COMMENTS:     Concur.     Wo  «ill  «ntnd  our  policy  datad  26  September   1000 
reinforcing   tho  requirement  (or  approval   o(   intaragoncy agrtomnta  and 
ordora   (or  contract  aupport.     No  «ill   «pecify   that   the  uat  of  another  DoD 
component'!  agreement  require«  compliance  with  the  Federal   Acquieitlon 
Regulation  and approval   of   fund«  tran«fer       we  »ill   codify  the DLA policy 
letter and  revioion  into a DLA regulation      Baetc policy  1a  in place.     We 
•rill   eaphaane and  monitor  compliance 

DISPOSITION; 
<x>     Action  la  ongoing       Eetiaated  Completion  Date:     90  Jun 02 
(   )     Action  ta  conaidered  complete 

INTERNAL   MANAGEMENT  CONTROL   WEAKNESSES: 
(   )     Nonconcur       (Rationale  »uat  be  documented  and  maintained  with 

your   copy  of   the  reaponae   ) 
(x)     Concur:   however,   weaknea«   1a  not  conaidered  aaterial       (Rationale 

■uat  be  docuaented  and  maintained  with  your  copy  of  the 
reaponae   ) 

(   )     Concur:   weakneaa   la  aaterial   and  will   be  reported   in  the  DLA 
Annual   Statement   of   Aaaurance 

ACTION OFFICER:      Frank   Bokoweki,   DLA-LR.   X4.6205.    10  Jan   02 
PSE  REVIEW/APPROVAL:     Roger  C.   Roy.   Aaaiatant  Director.   Office  of   Policy A 

Plena   (DLA-L).   xttl'M .   10  Jan  02 

DLA   APPROVAL.     Nelen  T     McCoy.   Deputy  Comptroller 
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MANAGEMENT COMMENTS:  DEFENSE LOGISTICS AGENCY (Cont'd) 

TYPE OF JIEPOBT:  AUDIT 

PURPOSE OP «PUT:  INITIAL POSITION 

DATE OP POSITION:  10 Jan 02 

AUDIT TITLE AMD »0: Draft Quick-Reaction »«port on DoD Procurements Through 
the Tenneaeee Valley Authority 
(Project »o. aCH-5003.01> 

RECOMMENDATION l.o):  *• recommend that tht Director. Defenae Reaaarch and 
Engineering; Sarvle« Acquleitlen Executives; and tha Dlroetor, Dafenae 
Lo|iatiea Agency, dlacontlnua tha uaa oi Military Interdepartmental Purehaaa 
Request« <DD Form 448) and similar forma to ordar gooda and services from 
othar radaral agenciaa and davalop a for« that include« a «action to b« 
completed by a contraetlnf officer to document compliance »1th tha radaral 
Aequiaition Regulation and tha Defenae Federal Aequlaition lefulatlon 
Supplement. 

DLA COMMENTS:  Nonconcur  Aa eppoaad to eliminating Military 
Interdepartmental Purchaat Request, DoD ihould Initiate action to clarify 
ita uae and approval proeeta for Interagency proeurementa in the Finance and 
Accounting Manual and other pertinent regulation«. 

DISPOSITION: 
( )  Action 1« ongoing.  Eetimated Completion Date: 
(x)  Action i« considered complete. 

INTERNAL MANAQEMENT CONTROL WEAKNESSES: 
(x)  Nonconcur.  (Rationale muat be documented and maintained with 

your copy of the reeponee.) 
( )  Concur: however, weaknaaa is net conaidered material.  (Rationale 

muat be documented and maintained with your eopy of tha 
reeponae.> 

( )  Concur: weaknese is material and will be reported in the DLA 
Annual Statement of Aaauranee 

ACTION OFFICER:  Carl Kerby, DLA-CXF. X46223. 30 Dee SI 
PSE REVIEW/APPROVAL:  Linda Walker, Chief, Financial Syeteme A Control 

Division (DLA-CX). »48221. 30 Dec SI 

DLA APPROVAL:  Helen T. McCoy. Deputy Comptroller 
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u^r.KUKm  COMMENTS:     DEFUSE LOGISTICS AGENCY   (Cont'd) 

TTPE or REPORT:   AUDIT 

PURPOSE or IBPUT:  IBITIAL P0S1TI0» 

DATE OF POSITION:  10 Jan »3 

AUDIT TITLE AHO «0: Draft Quiek-Reactlon Report on DoD Procurement» Through 
the Tenneaaee Valley Authority 
(Prelect Ho. 3CH-S003.01) 

REeoMMEHDATIO« l.d:  »* reeoaaend that the Director, Defenee Reeeereh and 
Engineering: Service Aequmtion Executive»; and tha Director. Defence 
Leglftie» Ageney. initiate dteeipllnery action egalnat progrea official» who 
exceeded their authority by placing interageney order» with tha Tannaaaaa 

ValJay Authority. 

OLA COMMENTS:  nonconcur.  DRMS aetad en tha adviea of Kally APR to fund an 
ordar egainft an 0Klft»n| AT contract with TVA.  Tha program official* aetad 
in a prudant Banner to obtain tha raquirad certification for tha building 
within tha raquirad tiM freae. 

DISPOSITION: 
! )  Action i» ongoing  Eftiaeted Completion Data: 
<x)  Action if eon»ld*r*d coapltt* 

INTERNAL MANAGEMENT CONTROL WEAKNESSES: 
(x)  Nonconcur   (Rational* au»t bi docua*nt*d and aaintainad with 

your copy of th* raapon** ) 
( )  Concur; how*v*r, weakneaa if not contid*r*d aat*rial.  (Rational* 

auft b* documented and aaintainad with your copy of tha 
reaponf*.) 

( )  Concur; w**kn*i* if aatanel and will be reported in the DLA 
Annual Stat*a*nt of Aaauranc* 

ACTION OFFICER:  Trank lokswaki. DLA-LR, X463S9. 10 Jan S3 
PSE REVIEW/APPROVAL:  Rog*r C. Roy. Atfiftant Director, Office of Policy a 

Plane (DLA-D . »48311 . 10 Jen «3 

DLA APPROVAL:  Helen T. McCoy. Deputy Coaptroller 
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