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DEPARTMENT OF THE NAVY

OFFICE OF THE SECRETARY
1300 NAVY PENTAGON
WASHINGTON DG 20350-1600

AUG 0 7 20067

MEMORANDUM FOR DISTRIBUTION

Subj: INTERAGENCY ACQUISITION WITH DEPARTMENT OF THR
' INTERIOR/GOVWORKS '

Encl: (1) USD(AT&L)YUSD{C) Memorandum of June 14? 2007

Section 811 of the National Defense Authorization Act for Fiscal Year 2006, Fublic Law
109-163, required the DoD Inspector General, in conjunction with the Department of the Interior
(Dol) Inspector General to conduct an audit of Dol contracting support to DoD. The andit
concluded that the Dol franchise fund operation, GovWorks Federal Acquisition Center
(GovWorks), does not have adequate funding and contracting practices. The DoDIG
recommended that DoD limit use of GovWorks.

Enclosure (1) advises that no interagency acquisition in excess of $100,000 is to be
entered into with GovWorks unless a determination is made that .. .it is necessary in the
interests of the Department of Defense to procure the particular property or services...” Such
determination will be provided only by the Office of the Under Secretary of Defense
(Acquisition, Technology and Logistics). Interagency procurement requests of $100,000 or more
not covered by a determination will be returned to the customer. This requirement extends to
funds already provided to GovWorks but not yet placed on contract as of 14 June 2007, Itis
incumbent on each command to pursue alternative contracting options for all returned actions or
seek an AT&L determination. Determination requests are to be submitted via DASN(ALM).
Commands cannot issue multiple purchase requests for the same requirement if, cumulatively,
the $100,000 threshold is exceeded. .

Wide dissemination of the memorandum within your command and subordinate activities
is requested. Address acquisition and determination questions to Bob Johnson at

Robert.F.Johnson@Navy.Mil or (703) 693-2936 and fiscal questions to Elizabeth Talbert at
Elizabeth. Elizabeth. Talbert@Navy Mil or 703-692-4809.

wa&:\m\ ‘ SDB@_,

Delores M. Etter .\

Assistant Secretary of the Navy Rear Admiral, U. 8. Navy
Research, Development and Acquisition By direction,
Assistant Secretary of the Navy

(Financial Management and Compiroller)
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OFFICE OF THE SECRETARY OF DEFENSE

WASHINGTOM, DC 20201

MEMORANDUM FOR: SEE DISTRIBUTION | Anté _200?

SUBJECT: DoD-Wide Prohibition to Order, Purchase, or Otherwise Procure Property or
Services in an Amount in Excess of $100,000 through the GovWorks
-Federal Acquisition Center of the Department of the Interior’s National
Business Center

1In accordance with section 811 of the National Defense Authorization Act for
Fiscal Year 2006 ( Public Law 109-163), the Department of Defense Inspector General
(DoDIG) and the Department of Interior Inspector General (Dol IG) jointly have
completed a review of the Department of Interior’s (Dol’s) contracting support to ptc
Department of Defense (DoD)). By letter of May 7, 2007 (Attachment 1), the DoD IG
stated that “GovWorks, Dol’s franchise fund, has not adequately improved its funding
and contracting practices” and recommended to the Under Secretary of Defense for
Acquisition, Technology, and Logistics (AT&L) that he restrict DoD Components from
utilizing “GovWorks" for procurements in excess of $100,000, until Dol has taken
corrective action. .

You are directed to take immediate action to ensure that no interagency
agreements for requirements in excess of $100,000 are entered into by your organization
with GovWarlis, the Federal Acquisition Center of the Department of the Interior’s
National Business Center, unless a determination has been made in writing by the Under
Secretary of Defense (AT&L) that it is necessary in the interest of the Department to
continue to procure property of services through GovWorks. Additionally, you may not
submit multiple purchese requests for the same requircment cumulatively exceeding
$100,000. These restrictions include contracts that are inicrementally funded as well
the award of options on existing contracts. : ’

You must ensure that any funds provided to GovWorks before the date of this
memorandum, in excess of $100,000, that have not already been placed on contract are
retumed to the Department, unless a written determination to continue has been made the
by USD(AT&L). Requests to continue must be forwarded to the Director, Defense
Procurement and Acquisition Policy, for review, GovWorks is authorized to continue to
perform contract administration on all existing contracts.
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A letter notifying the Department of the Interior of the restrictions outlined in this
memerandum was issued by the Director, Defense Procurement and Acquisition Policy
on May 31, 2007 (Attachment 2). The aforementioned restrictions shall remain in effect
wnti! rescinded. : -

This restriction does not apply to the Department of the Interior’s Southwest
Branch of the National Business Center since the recent DoDIG review has shown
substantial improvements in compliance with Defense procurement requirements.
Accordingly, the DoDIG recommended that DoD continue to use the Southwest
Acquisition Branch for its procurcments where it is in the Department's best interest.
The POCs are Mr. Michael Canales (703-695-8571 or via e-mail, at
michagl canales@osd.mil) and Ms. Kathryn Gillis (703-697-6875 or via e-mail at
ka cillis@osd.ruil. _ _ _

i
!

ina .
Under Secretary of Defense.
{Comptroller)
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INSPECTOR GENERAL
e Ny AN
ARLINGTON, VIRGINIA 22202-4704 HAY — 7 %7

MEMORANDUM FOR UNDER SECRETARY OF DEFENSE FOR ACQUISITION,
TECHNOLOGY, AND LOGISTICS

SUBJECT: Audit of DoD Acquigitions Thyough the Departmont of tha Interjor
GovWorks Contracling Center

On October 11, 2006, o initigted our second audit of DoD scquisitions through °

tha Depastment of the Interior (DOY)." Section 81 1(a)(2) of the “National Dofenss
Authorization Ast for Piscal Year 2006” (Prblic Law us-tcaz (the Authorization Act)
requires p stoond audit of cach non-Defense agency of the B Governmant that .
proeured property or aervices in axcess of $100 million on behalf of Dol» during FY 2006
.and was found not fully compliant with Defense procurzment yoquirements. At the end of
the seoond sudit, the Authorization Act requites us {o determine whether Dol should |
continue to uge the non-Defonse agenay far aoquisition support, A

We bave visited both of the DOI contracting centers authorized to do interagency
contracting (GovWorks, in Hemdon, Virginia; and the Southwest m\ﬁdﬁon Branch, at
Fort H Atizonn) and have sxamined contracting practices end compliance with
DaD policies and appropristion law. Additicnally, we svaluated the affectivencss of DOI

snd DoD aotions in correcting the problems we idantified during our first audit,

This mernorandur is to inform you thet the Southwegt Acquisition Branch of DO
has mada substzntlal Iinprovement in compliance with Defonse procurament )
 requirements. We recommend that Dol continte ta use the Soutliweat Acquisition
Branch for it procurements whare DoD menagement concludes that it is in best interest
of DoD. Howover, GovWorks, DOL's franchise fund, hua not sdequatly taproved it
funding and contracting proctices. Accardingly, woe rocommend that you restrict DoD
Components from ma'ﬂ GovWorks procurements in cxcoss of the ﬁ:ms (5100000} ¢
Section 81 1(d)(2) of the Authorization Aot until DOT has takeens corrective astion, The .
" hasis for ourconciusions fs summarized ia the following paragraphs.

, First Audit, Qur first audit concluded that precedures for purchasing throu,
DO} did not comply with lawe and regulstions. As & cesult, Do cu:tmnmnsm mgtl
sasured of best yalue o balanced contract risk.. Wo identified the following issoes based
vn & review of 49 contracts awarded by the twoa DOE contracting cantera.

e - Contratia wera generally awarded in # zole-soutce environment for which
ice reasonsbloness was not supported, The Southwest Acguisition
ranch im dolegated confracting responsibllities. Spesifically, e
DaD employze withaut 2 ¢contrecting offfcer warmant swarded contracts
valued at §135 million. ‘
e Technical reviews of cantmotor proposals wers inadequats and an
_ . appropriate fevel of Government surveillance was not evident.

; | Andir o FY 2006 snst FY 2007 DaD Purchases Macs Through tha Department of the Intoriar (Praject
No. D2007-DOOOCE-GU39.000)

o
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e -DoD customers permitted GoyWorks to retain and vse expired funds,
potentially violating the Antldefic Act. We ideatified 22 potential
violations of tha Antideficlemcy Act. Additionally, wo identified
§393 milllca potentially sxpired appropristions on GovWorlcs books.

s The DOI Southwest A ition Branch placed orders valued st -
$238.7 millon through the Opon Market Comidor before the system
obtalned security eoreditation and sgency head approval '

o A 10-yesr, $100 million lease fundod by the Counterimelligonco Fisld
rmtnicd Sonrelons o, vy gt 321 o o
>+ W, oogt m .
then if the General Services Adminlstration awarded it. o

These findings and recommendations MQWM o DaD and DOT In DOL
Inspector Geperal Report No, XIN-MOA-(0] 8- , “Audit of Y 2005 Department of
the Interior Purchases Made on Behalf of the of Defenss,” Jamiary 9, 2007;
and DoD Ingpsctor General Report No. D-2007.044, “FY 2005 DoD Purchasey Mada
Through tho ent of e Interior,” January 16, 2007, :

. Second Audit. Our secand wudit found that the Southwest Acquisition Branch
had greatly improved ita nperstions since our first audit, However, GovyWorks had made
e o ipled ot o ok Defmss peogoremente, Addional
) ¢ of usjng exp: make Dy cnis, ]
Cov l%‘}hmmhmowggzbobmummhdtdwmdmgu . Finally, we
found that GovWorks was not co with section 803 of the “National | .
Authorfzation Aet for FY 2002,% (Public Law 107-107) requirements a3 implemented by
DoD in the Dafense Paderal itlon Regulation Supplement (DFARS) 208.405-70,
“GOther ondering procadures.”™ -

Contimued Use of Explred Appropriations to Make DoD Purchazes.
GovWorks hes madoe very little progrmaa in deo expired funda, Aalate as March -
2007, GovWarka cantinued to uee expired finds lo make purchazes on behalfof DoD - -
wall beyond the jon dates of ths funds, The DOII Qeperal end oy
auditors have 389 potential violatlons, valued at $69,5 militan, of the .
Antideficlency Act resuiting fiom the use of funds identified a:roc:nunl!y expired during
ouy firet audit. A riajtg;lty of the potontial Anti olations

D-wide
gveifahls for use on!g usitll Septernber 30,
purchase oa Auguat

Thie patential viclations that we have identified are only o small Rorlian of the
tota} number of patential vialafions, We have reviewed only 50 of 1,97 Military
Inte:dmmhl Furchage Roquests (MIFRa), vahied at about $200 million, that aur first
audil identified as Citing expired fands. This une of expired funds was firat .
with GovWorks in Decombey 2005, mpammmmmmmm .
highlightod theso problems to the Deputy Secretary, DOL On March 27, 2006, our office
end the DOI Ingpecior Genetal jolnily presented this issuc in our bricfing to the Senate

_ Armed Scrvices Committea, A series of mestings were held M%’owo your
office, the Undez Swuw{nne:&ma (Comptroller Financlal Offioer, end senior .
menagement within DO In an attempt to preclude future funding problems. The Under

H

Lk
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Secretary Defense (Comptroller)/fChief Financlal Officer issued memorapgums on
March 27, 2006, and Oclober 16, 2006, in an sttempt to estehlish the ground sules for
making interagenoy acquisitions, Additionally, your Direcior, Defense Procurement-and

tton Policy ssat a letter to DOI on January 28, 2007, expreasing his concems with
the contracting and fanding {zsuss, Deepite theso efforta, the problem bas continued.

Continued Uso of Advance BIN Thos Under Defense
(Comptroller)/Chief Financial Officer concluded thata obatacle to decbligating
upired funds has been GovWork's practice ofbillm% % upon feceipt, In advence of
the wark reguired by the MIPR. The yee of advance bllllng waz Initlally required by

loginlation that creaied GovWorka, burt the law was changed and GovWorks is no Ignger .

required to use advance billing. When advance biiling is used, MIPRa used to fun
:ﬁnlsklomntai»wnonno finencial resords to be fully expended, and DoD cantot
ly identlfy the MIPR fimnds as recoverable through = deobligation estion. The
Comptroller’s office, on March 1, 2007, issued a notice “Advance Payments to Non-
ent of Defonss %OB) Pedessd Agencies for Inte uinltions” 1o Do
Comgponenis and ty Gov
to no longer to be used for Dab procurements. Specifically, the memorendum stated: |
In zocopdance with ewrront DoD pelity, alt Dol Components sre |
direstod to stop the prectics of sdvercing finds to pon-DoD (iders}
satifes unless ihe. DoD Compananis ave ipectBeally guthorzed by law,
loghlative acdon, or Presidentinl muthorleetion, This lecludes tho
praclice of pamiiting advance biifngs wifhout tis recalpt of goods or
sorviess, All existing advaacements setelnod by a non-DoD fedoral
agency must ba rturned. '

Componords requesting goads or servicos from B hoo-DoD fedaral
afseney raust bo Aty gwwe of the ovtskia agency's billing praciloes and
txko apyroptiate action fo ohsmre DoD fmds mre not dlabureed o
advance of coutraed perfinmance, In pddition, Components munst work
with thelr serviciag Cishuremem aRes fo revise keding partner
ngreonents to reatrict ather fadoral ngenclen’ ability to withdraw fimds
poior o the delivary of goods o sorvices poribrined, . . .

Deapits the guldance, GovWorks has continued o use advance hill Sines
March 1, 2007, GovWosks hag recelved almost 230 MIPRs from DoD) activitlea totaling
ﬁﬁ?g{:p:mmmmfm o e ot o they o “mm i vancs billing uatl

B AutD! cinnot co of advance
the antomated system 13 changed, Gov%lyorkaemﬂdnapmﬁenmdlnmd%
tho change to 8 autometed system would bo completed, We belicve that GovWorks
ghou!d zt accopt Do MIPRs until they cany halt edvance billing, -

Section 803 and DFARS 208.405-70 Compllance, During our second
audit, we reviewed 20 contiacts at GovWosks, Four of the 20 contracts reviewod weora
for furniture buys, For three of these contracts, coutracting officers 413 not obtain three

quotes, Inatead, furniture dealors obtained %otna from sslscted vendors and
provided the quotea 1o DoD tequiring activities. The Do requiring activities then
provided the ﬁom to QovWorks conrecting officers, Under thizapproach, CovWorks
contracting o were totally ramoved from the competitive procsas, did not provide
eny market regzarch to idunﬂ%goﬁanﬂa! souroes, end did not oversee over how the guotes
were obtained. Accordingly, GovWors mmmoﬁlem did not moet the intentof
Scction 803 and its implementing regulation DFARS 208.405-70. Another five contrects
for hand-held radios, kalmet pads, tectical torch kits, and toating equipmont did pes o-Buy

it

Eid

orka, The notice statcs that the of sdvance billing was!
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but did not obtain the three quotes required by DFARS 208.405-70, and contracting
officer efforis to meet that goa! wers not docuinented in the files. :

Overall, we are not seelng pro ot GovWorks toward correcting the '
 deficlenciey that we identifted in our first audit. Ar.cor‘dinsg. wo 360 ne reesen to do
further audit work at GovWorks and believe that it is in DoD*
- procurement restrictions of the Autherization Act untl] these probloms have
. corrected. Nevertheloas, section 811(s)(1) of the Authorization Act permita you to waive
this restriction for up to | year if you determine in writing thet it Is necessary in the
{nterast of the DoD o continua to prosure property and services through GovWoske.

. We expoct to lssue our draft roport in une 2007, 1t will provids detail on
o st s ool Please Cantact Mr. Terry L, MoK laaey st (103) 604-9268 it
you have questians about our andit work st DOI ar the recommondationa eantained hare,

S
Clado M. KicklIhtes

oo

Under Seer of Defense {Co {lef)YChief Financial Oficer
Director, Dcmfmu Procurernont :z;ﬁm Asquisition Policy

Inspestor Gpneral, DOT o

iy

5 best intereat to ge the -
beonr
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o‘mc_}: OF THE UNDER SECRETARY OF DEFENSE

2000 DEFENGET PENTAGON
VASHINATON, DT 2SR 30u0

THRENNDLOGY
AR LOETED

M. Nina Roze Hatficld :
Deputy Assistant Secretary for
" Business Meanagement & Wildiend Fire
U.5. Department of Interior
1849 C Stroet NW
Washington, DC 20240

#AY 3 1 zo07

Yrear Ms. Hatfield:

Thank you fer your letier dated May 23, 2007. While we are encouraged by the |
noted substantia} improvement in compliance with Defense procurement requirements by |
the Southwest Acquisition Branch, we continus to be disappointed by the findings with
regard to the support provided to DoD by GovWorks 83 ideatifled in the attached May 7,
2007 Department of Defonse (DoD) Inspector General (DOD IG) letter to the Under
Secretary of Defenss for Acquisition, Technology and Logistics (AT&L).

In his letter regarding the recently concluded audit of the Department of he
Interior’s contracting support to DoD required by section 811 of the National Defenzs
Authorization Act for Fiscal Year 2006 (Public Law 109-153), the DoD IG concluded
that “GovWaorks, Dol’s franchise fund, has not adequately improved its fanding and
contracting practices” and recommended the Under Secrotary of Defonse (AT&L) restrict
DoD Components from utilizing GovWorks in accordance with section 811 (d) of the
Act. The purpose of this letter is to notify you that we concur with the DoD 1G's
resommendation. ‘ B

We divect that no interagenoy agreoment in oxwsss of $100,000, be accepted by .
GovWarks Federa! Acquisition Center of the Depactment of Trwerior"s National Business
Center from DoD unleas a determination bas beon mude in writing by the Under
Secretary of Defense (AT&L) thet it {s “nccessary in the interest of the Department to
procure the particular propexty or services., ™ This restriction shall remain in effect until -
rescinded, As requested previously, Dol must censa the practice of advanced funding and
must comply with DaD's policy of "no sdvance® payments with respect to all intessgency
pgreements, .

You are advised that any funds in excess of §100,000 provided through an
{meragency sgreement to GovWorks befure the date of this letter that bave not already
Been placed on contract by GovWeorks must be returned to the Deparimet immediatefy.

. GovWorks should continue 1o provide contract edministeation of all existing contracts.

1
't
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In addificn 1o the above, we must inslat that no Contracting Offieér who was
involved with sny of the potential Anti-Deficiency Act violations previously ideatified |
conduct any futnes contracting actions op behalf of DoD wntil thoge potential violations

© are resoived. .

- We are avelisble to meet with you and your team at your carliest conveniencs to
discuss this matter. My POC is Mr. Michae) Canales and he can be veached at 703-695-
8571 or via c-mail, at michael.canaies@iosd pil.

Shay/D\Assad
Diredtor; Defense Procurement
- and Aequisition Policy

Ce: Douglas J. Bourgeods, Dol

pore)

b T



