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Administrator

General Services Administration
Washington, DC 20405

Dear Mr. Carmen:

The enclosed semiannual Report to the Congress for the six-
month period ended March 31, 1983 is submitted pursuant to
Public Law 95-452, the Inspector General Act of 1978. In
accordance with Section 5(b) of this Act, you are required

to submit this report to the Congress within 30 days, together
with any comments you deem appropriate.

The accomplishments detailed within this report reflect highly
creditable performance by the staff of the Office of Inspector
General. Despite the constraints imposed by budget cutbacks
and personnel reductions, our audit staff recommended savings
of almost $65 million. Collectively, our audit and investi-
gative efforts resulted in sustained savings, as demonstrated
by management commitment, court order/agreement, or actual
recovery of money or property, totaling more than $79.4 mil-
Tion. This translates to $8.60 of susta1ned savings for every
dollar expended by the 0IG.

Comparison of the sustained audit savings with the savings
originally recommended yields a rate of return of about 74
percent. This rate indicates to me that the systems for audit
resolution and followup that we developed together are having
the desired effect. I believe that we can anticipate even
better results in the future as the systems become more firmly
established.

During this period the Office of Inspector General made a

number of other contributions which were equally significant,
but less amenable to quantification. Implementation of our
management report recommendations has resulted in unquantifiable
Agency savings in terms of increased program effectiveness and
operational efficiency. In addition, we broadened our efforts
to minimize fraud, waste and mismanagement through an aggressive
prevention and awareness program.
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Qur accomplishments this period have been made possible by a
high Tevel of cooperation and support on the part of GSA
management. I am confident that your continued support will
allow us to make even greater contributions in future reporting
periods.

Sincerely,

/
A7 -
\ W”““\ \._,/'< M\ﬂ

JOSEPH A SICKON
Ingpector General

Enclosure



Introduction and Overview

INTRODUCTION

This report, which is submitted pursuant to Section 5 of
Public Law 95-452, chronicles the activities of the 0ffice of
Inspector General (0IG) during the period October 1, 1982 to
March 31, 1983. It is the ninth such report since the ap-
pointment of GSA's first Inspector General in 1979.

OVERVIEW

As this report details, the O0IG compiled a very solid record
of accomplishments during the six-month reporting period. We
believe these accomplishments are especially meaningful when
viewed within the larger context of challenges this organi-
zation has addressed since Fiscal Year 1981.

Reductions in appropriations during recent fiscal years have
resulted in concomitant reductions in authorized and actual
staff levels. Also, since Fiscal Year 1981 we have under-
taken a number of internal management improvement projects
which have placed exceptional short-term strain on available
resources. These projects have included: a major internal re-
organization; consolidation and collocation of audit and in-
vestigations field offices; development and implementation of
a comprehensive automated management information system; and,
perhaps most significantly, the introduction of a strategic
methodology for addressing all of the 0IG's statutory
obligations.

In the face of these challenges, the performance of the 0IG
staff, in terms of dedication, professionalism and produc-
tivity, has been impressive. Our performance indicators
have shown steady improvement since 1981, culminating in the
excellent record achieved during this six-month reporting
period. Recommended audit savings per auditor, for example,
have climbed from $421,000 in Fiscal Year 1981 to $509,000
at the midpoint of Fiscal Year 1983. Similarly, criminal
case referrals per investigator have climbed from 0.81

cases in 1982, the first year such data were compiled, to
2.49 cases. We are proud of these achievements and look
forward to a continuing record of high productivity within
the 0IG.

HIGHLIGHTS OF ACCOMPLISHMENTS DURING THIS REPORTING PERIOD

As indicated above, our audit and investigative functions
achieved very substantial results during these six months.
- At the same time, we made significant contributions by
focusing OIG and Agency attention on the need to prevent
fraud, waste and abuse from occurring in the first place.



We also made progress in our effort to assure that internal OIG
operations are efficient and economical. Summaries of specific
accomplishments by topical areas follow.

1. Audit Accomplishments

We issued 381 audit reports during this period recommending
savings of almost $65 million. This figure translates to recom-
mended savings of almost $20 for every dollar spent in direct
audit time. Of the reports, 112 addressed internal management
operations, 225 involved GSA's contracting function, and 44
were the result of inspections. Based upon recommendations

in these reports, as well as from recommendations made in
prior periods, Agency management has committed itself to avoid
over $73 million in costs, and to take steps to recover over
$4 million. These sustained costs translate into annualized
savings of $12 dollars for every $1 invested. Additionally,
these audits have resulted in unquantifiable savings to the
Agency in terms of increased program effectiveness and
operational efficiency. The following examples will serve to
illTustrate the nature of audit findings during this period.

- In reviewing GSA's project to rehabilitate the Nashville
Union Train Station into Government office space, we found
that the large project costs did not justify the small
benefits to be derived from the renovation. Advised of
these findings, management is now finalizing plans to
dispose of the station. This action will avoid the ex-
penditure of an estimated $12.5 million.

- An audit of the actions taken by GSA to prevent missed
lease options on rented space revealed that uncorrected
data in the automated system could have resulted in ad-
ditional Government costs of $3.5 million. The data
have now been corrected and actions to prevent the re-
currence of such situations are being implemented.

- A review of the outleasing of space in the 01d Post Office
Building in Washington, DC, identified numerous deficiencies.
Based upon management actions in response to our concerns,
we estimate that $7.7 million will be saved over the life
of the outlease.

- A postaward audit of a multiple award schedule contract dis-
closed violations of the defective pricing provisions of the
contract. Accordingly, we recommended that $324,000 be re-
covered from the contractor. The majority of our findings
were sustained by the contracting officer in negotiations,
and a check for $300,000 was sent to the Government on
February 16, 1983.

During this reporting period we worked in concert with the
Agency in establishing new and significantly more stringent
policies and procedures relative to audit followup. We are
looking forward to even greater benefits from audits as a
result of these new policies and procedures.

11



2. Investigative Accomplishments

Our investigations staff continued to aggressively pursue
criminal, civil and administrative actions against those
persons or firms who have defrauded or attempted to defraud
the Government. At the close of the previous period, we
reported 563 pending investigative cases, a substantial number
of which (269) involved white collar crime. Of the 378 cases
opened during this period, 135 involved white collar crime.-
Our investigative activity resulted in a sharp rise in the
number of criminal referrals made to the Department of Justice
or other authorities for prosecutive action: 119 cases were
referred during this period, as opposed to 38 referrals during
the previous period. OIG investigative activity also resulted
in:

- 43 case referrals accepted for criminal prosecution.

- 28 indictments/informations and 14 convictions on
criminal referrals.

- 158 case referrals for administrative action and
22 case referrals for contractor suspension/debarment.

- 17 reprimands, 19 employee suspensions, 3 demotions,
and 19 terminations.

- 3 contractor suspensions and 11 contractor debarments.

- 814 Hotline calls and letters, 16 GAO referrals, and 8
other agency referrals.

- 11 case referrals to other Federal and State agencies
for further investigation or other action.

- $154,036 in investigative recoveries.
- $1.8 million in civil settlements and judgments.

- 17 civil case referrals to either the Civil Division of
the Department of Justice or the appropriate U.S. Attorney.

- 14 Inspector General subpoenas and successful litigation
of a subpoena enforcement action.

3. Prevention Activities

The Inspector General Act of 1978 directs the 0IG to assume a
leadership role in the formulation of policies designed to
promote economy, efficiency and effectiveness in Agency oper-
ations and to execute programs directed at both the detection
and prevention of fraud and abuse. Within the current re-
porting period, this O0ffice has increased its prevention role

111



through a broad program keyed to four elements:

- Defining areas vulnerable to fraud and waste through
establishment of an inventory of auditable entities,
analyses of recurring audit and investigative findings,
and implementation of an operational survey program;

- Anticipating problems with proposed systems and trans-
actions, and addressing them through O0IG preaward
advisory reviews and 0IG participation in automated data
processing (ADP) design projects;

- Educating GSA employees, through Integrity Awareness
Briefings, to the potential for waste, fraud and abuse
and their personal responsibility for reporting such
matters to the 0IG; and

- Communicating the mission and activities of the 001G,
through careful followup on Hotline complaints, Hotline
publicity, and participation in projects of the Pres-
ident's Council on Integrity and Efficiency.

4, Internal O0IG Management Improvements

During the past six months, a number of actions aimed at in-
creasing the efficiency and economy of 0IG operations continued
to progress according to established milestones. Among these
were the further development of our integrated audit planning
system and the expanding role of our computerized information
system for tracking the accomplishment of audits as well as
investigative cases. The first series of internal critiques
of audit reports has been finished as a part of our effort

to assure high quality in these reports, and procedures are
under development for reviews of OIG field offices to commence
during the next period.

STAFFING AND BUDGET ISSUES

Although we are proud of our accomplishments during this re-
porting period, it must be recognized that the level of re-
sources currently authorized for the 0IG will not permit
adequate, long-term audit and investigative coverage of GSA's
programs. A detailed discussion of our concerns appears in
Section I (page 2) of this report.
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Reporting Requirements

The table below cross-references the reporting requirements
prescribed by the Inspector General Act of 1978 to the specific
report pages on which they are addressed. Additionally, the in-
formation requested by the Congress in Senate Report No. 96-829
(dated June 23, 1980) relative to the 1980 Supplemental Ap-
propriations and Rescission Bill is also cross-referenced

to the appropriate page of the report.

SOURCE PAGE NUMBER

Inspector General Act

1. Section 4(a)(2) - Review of

Legislation and Regulations 38-39
2. Section 5(a)(l) - Significant 8-18
Problems, Abuses, and Deficiencies 31-34
3. Section 5(a)(2) - Recommendations 8-18

With Respect to Significant Problems,
Abuses and Deficiencies

4, Section 5(a)(3) - Prior Recommendations 23-28
Not Yet Implemented

5. Section 5(a)(4) - Matters Referred to 31
Prosecutive Authorities

6. Section 5(a)(5) and 6(b)(2) - Summary 28
of Instances Where Information Was 37
Refused

7. Section 5(a)(6) - List of Audit 47-83
Reports

Senate Report No. 96-829

1. Resolution of Audits 19-20
2. Delinquent Debts 84-85
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Section | - Organization, Staffing and Budget

The GSA Office of Inspector General (0IG) was established pur-
suant to Public Law 95-452, the Inspector General Act of 1978.
As currently configured, the Office is divided into five major
organizational elements which function cooperatively to perform
the missions legislated by the Congress.

ORGANIZATION

The five functional elements of the Office are:

- Office of Audits, which provides comprehensive internal
(management) and external (contract) audit coverage
as well as professional/technical reviews of Agency
contracts and operations (inspections).

- Office of Investigations, which manages a nationwide
program designed to detect and investigate illegal
and/or improper activities involving Agency programs,
personnel and operations.

- Office of Policy, Plans and Evaluation, which provides
centralized planning and assessment services, including
internal evaluations of OIG operations.

- Office of Counsel to the Inspector General, which
provides independent legal counsel and technical
assistance.

- Office of Executive Director, which provides centralized
administrative and management support services, in-
cluding data systems support to other elements of the
0IG.

OFFICE LOCATIONS

The Office of Inspector General is headquartered in Washington,
DC at GSA's Central Office building. We maintain field

audit and investigations offices in each of GSA's 11 regions.
These are located in Boston, New York, Philadelphia, Atlanta,
Chicago, Kansas City, Ft. Worth, Denver, San Francisco,

Auburn and Washington, DC. In addition, we maintain inves-
tigations offices in Los Angeles, Cleveland, and St. Louis.

We are currently in the process of establishing an audit and
investigations office in San Juan, Puerto Rico.

STAFFING/BUDGET

The approved Fiscal Year 1983 budget for GSA's Office of
Inspector General is $18.5 million. While this budget pro-
vides for an approved staffing level of 466 full-time equiv-
alent (FTE) positions, full-year funding allows for only
436 FTEs. As of March 31, 1983, actual on-board staffing



was 406. We are actively recruiting in order to bring our
on-board strength to the level for which we are fully funded.

Over the past year, reductions in appropriations and staffing
have had an enormous impact on this Office's ability to
function at a level which we view to be acceptable. A dis-
cussion of our concerns follows.

STAFFING/BUDGET ISSUES

We first alerted the Congress to our concern over the effects
of reduced appropriations in our report for the period ending
September 30, 1982. Authorized staffing has been reduced from
569 FTE positions in Fiscal Year 1980 to a current level of
only 466. Moreover, approved funding for Fiscal Year 1983 is
sufficient to cover only 436 FTE positions.

Qur inventory of auditable GSA entities conservatively identifies
a need for 275 staff years of effort to provide adequate coverage
of internal agency operations. Current authorized levels allow
us to allocate only 188 staff years to this activity. Similarly,
insufficient staffing in our external (contract) audit program
has resulted in the loss of significant opportunities for sub-
stantial cost avoidance and recoveries. For example, we currently
have resources to audit 125 of the 5,500 contracts within the
Multiple Award Schedule Program each year, and these audits

yield approximately $17.5 million annually in cost avoidance/cost
recovery. We have estimated that 280 such contracts could be
audited, with similar opportunities for savings, with the ad-
dition of only 31 auditors to this program. There are other
areas within the contract audit program which could potentially
provide similar long-term benefits to the taxpayer. However,
definition of our resource needs in those areas awaits

completion of the 0IG's inventory of GSA contracts and solic-
itations, which will define the universe of contracts and pro-
curement actions requiring audit.

The effect of reduced staffing on our investigations program has
been equally serious. Neither the workload nor responsibilities
of the program have diminished. Indeed, increased emphasis on
complex civil recovery cases imposes greater and previously
unforeseen resource requirements on this program. However,
staff allocated to this program has been reduced from 130 FTEs
to 121 FTEs. Moreover, funding is available to support only

105 positions at this time. At the 130 level, we were capable
of referring 60 percent of our caseload for prosecutive con-
sideration or administrative action within 90 days of case
initiation. At our present level of funding, only 36 percent
can be referred within 90 days.

We believe that prompt action is needed to rectify these staffing
and funding shortfalls. To this end, we have already approached
the Administrator of GSA and the Office of Management and Budget.



Section I - Audit Accomplishments

A. SUMMARY OF ACCOMPLISHMENTS

During the six-month period ended March 31, 1983, the Office

of Inspector General issued 381 audit reports, including 13
audits performed by other agencies. This figure is consistent
with the number of reports issued during the previous six-month
period. A listing of individual reports can be found in
Appendices I and II to this report.

Collectively, these reports recommend savings of almost $65 mil-
lion, which is comprised of over $57.2 million in recommended
cost avoidance and over $7.7 million in recommended cost re-
coveries. These figures translate to recommended savings of
almost $20 for every dollar spent in direct audit time. In
addition, our audit recommendations resulted in unquantifiable
savings to the Agency in terms of increased program effectiveness
and operational efficiency.

Based on recommendations in these reports, as well as from rec-
ommendations made in prior periods, management has committed
itself to avoid over $73 million in costs, and to take steps

to recover over $4 million. These sustained costs translate
into annualized savings of $12 for every $1 invested.

These figures compare favorably with the results achieved during
the last period. While management committed itself to avoid

$42 million last period, commitments during the current period
exceeded $72 million. Sustained recovery recommendations are
approximately equal to those of the last period.

Table 1 presents a summary of recommended savings by type of
reviews.

TABLE 1. SUMMARY OF RECOMMENDED SAVINGS

Type of Review No. of Reports Recommended Savings

Contract Audits 225 $27,479,203
Internal Audits 112 34,894,491
Inspections 44 2,604,243

TOTALS

$64,977,937

1. Contract Audit Accomplishments

We issued 225 contract audit reports during the period resulting
in recommended cost recoveries and cost avoidance of almost
$27.5 million. Thirteen of these audits, involving recommended
cost avoidance of $180,296, were performed by other agencies-.
Another two audits, involving recommended cost avoidance of



$146,414, were performed by our staff but involved non-GSA

contracts.

Table 2, which presents a breakdown of these costs

by type of audit, shows that audits of contractor claims re-
sulted in the largest payback in terms of dollars reviewed.
In fact, we questioned over 73 percent of the dollars reviewed.

TABLE 2.

Reports

AUDITS BY GSA-IG Issued

Architect-Engineer 16
i Proposals

Claims 27
Initial Pricings 47
| Change Orders 3
fLease Escalations 27

 Multiple Award-
Preaward 28

 Multiple Award-
l Postaward 36

f0thers 28

 Subtotal - GSA-IG 212

$

Total
Dollars
Reviewed

SUMMARY OF CONTRACT AUDITS

Recommended

Cost .
Avoidance

Recommended
Cost
Recovery

8,258,775

8,078,864
32,941,934
736,576
20,274,168

75,030,977

93,665,934
7,179,630

$ 1,029,659

5,899,089
3,635,389

115,985
7,104,940

3,714,651

337,060

$

5,327,945
134,189

$246,166,858

$21,836,773

$5,462,134

AUDITS BY OTHER AGENCIES

l Initial Pricings

Others

$

13,094,130
4,118,118

180,296

 Subtotal - Audits

by Others

$

17,212,248

180,296

-0-

b T0TAL AUDITS

$263,379,106

$22,017,069

$5,462,134

' TOTAL COSTS
RECOMMENDED
§ (Avoidance and Recovery)

$27,479,203




In terms of contract audits settled this period, the amount

of total costs sustained represents more than twice the amount
achieved last period. Table 3, which provides settlement amounts
on those audits performed by GSA and GSA audits performed by
other agencies, shows that over 65 percent of our recommendations
for cost avoidance and 28 percent of our recommendations for cost
recovery were sustained in negotiations. While we are encouraged
that overall almost two-thirds of our recommendations are being
sustained, we are working to improve this rate. Recent policy
changes calling for increased coordination between contracting
officer and auditor as well as the Agency's new audit resolution
policy should serve to increase settlement amounts.

TABLE 3. SUMMARY OF TOTAL COSTS SUSTAINED ON
CONTRACT AUDITS SETTLED DURING THE PERIOD

AVOIDANCE
Recommended Costs
Costs Sustained

RECOVERY
Recommended
Costs

REPORT
ISSUE DATE

Costs
Sustained

FY 79 GSA
FY 80 GSA
Other
FY 81 GSA
Other

FY 82 GSA
Other

FY 83 GSA
Total-GSA

Total-Other

| ToTAL

| TOTAL COSTS
. SUSTAINED

(Avoidance and
Recovery)

223,913
446,922
312,403
22,463,291
159,374

30,356,243
439,476

4,533,769

99,516
358,037
243,048

16,221,128
109,061

18,210,665
191,022

2,872,730

$ 794,555
840,426

3,284,628

2,773,233

416,334

396,020

204,031

1,290,851

383,061

$58,024,138

$37,762,076

$8,109,176

$2,273,963

$ 911,253

'3 543,131

$ -

$ -

$58,935,391

$2,273,963

$38,305,207

$40,579,170

$8,109,176




2. Internal Audit Accomplishments

During the current reporting period, the Inspector General
issued 112 internal audit reports involving recommended cost
avoidance of over $34 million. We also recommended cost re-
coveries of over $721,000. Table 4 summarizes these audits
by GSA organizational element and shows the amount of cost
savings recommended.

The data reflect that almost 91 percent of our recommendations

for cost avoidance were made within the Public Buildings Service.
Three of these audits, which are highlighted as significant audits
in Section IIB of this report, account for almost $24 million of
our recommendations for cost avoidance.

TABLE 4. SUMMARY OF INTERNAL AUDIT REPORTS

No. of Percentage Recommended Recommended
Reports of Total Cost Cost
i Program Area Issued Audits Avoidance Recovery

Plans, Programs 11 10 $ 2,014,970 $712,100
and Financial
Management

l Information 300,635
Resources Management

Federal Property 1,040
i Resources Service

i Federal Supply 722,000
and Services

National Archives
and Records Service

i Public Buildings 31,134,700
l Service

Organization and 1
Personnel

[ TOTALS _ 100 § 34,173,345 $721,146

Internal audits resolved during the reporting period resulted
in sustained cost avoidance of over $34.2 million and sustained
cost recovery of $712,100.



3. Inspection Accomplishments

During the reporting period, the Inspector General issued 43 in-
spection reports covering 181 GSA contracts with a value of over

$90 million. Total recommended cost avoidance resulting from

these inspections amounted to almost $1.1 million; total recom-
mended cost recoveries amounted to $1.5 million. Table 5 shows

the reports issued and results by program area. In addition, we
assisted the Inspector General, Department of Commerce, in an audit
of the Patent Review Process. The report prepared by our staff rec-
ommended cost avoidance of $439,000 and cost recovery of $35,000.

In addition to these inspections, the staff participated in nu-
merous multidisciplinary reviews in conjunction with other audit
divisions and/or various investigative units. The results of such
reviews are included in the data for the other O0IG elements.

TABLE 5. SUMMARY OF INSPECTION RESULTS

No. of Total Dollar Recommended Recommended
Reports Value of Cost Cost
Program Area Issued Contracts Avoidance Recoveries

Public Buildings
Service
Leasing $ 617,060 - 35,523

New Construc- 33,626,449 809,333 434,574
tion

Repairs and
Alterations 16,221,594

Buildings
Operations 499,415 -

Energy - 106,000 -

Federal Supply ' :
and Services 23,246,315 164,383 1,010,227

| Information
Resources
Management 16,000,000

TOTAL 43%* $90,210,833 $1,079,716 $1,524,527

*Includes two reports which were issued late in the last re-
porting period and were not included in those figures. Neither]
involved recommendations for cost avoidance or cost recover

Inspection reports resolved during the period resulted in a
management commitment to avoid the expenditure of $809,333 and

to seek the recovery of $1,040,543.
7



B. SIGNIFICANT PROBLEMS, ABUSES, DEFICIENCIES AND RECOMMENDATIONS

FOR CORRECTIVE ACTION

The results highlighted in the paragraphs which follow are
presented by GSA program area. Where possible, management's
response to the report and the status of the recommendations
are provided. For those reports issued lTate in the reporting
period, this information was not avajlable at the time of
publication.

1. Space Management

Controls Over Costs for Repairs, Alterations, and Improvements
to Leased Space

Each.year, GSA's Public Buildings Service (PBS) expends sub-
stantial sums of money for repairs, alterations and improvements
to leased space. In the past, expenditures for such lease
alterations have been as great as $36 million annually. In
order to determine the adequacy of controls in this area, we
analyzed prior 0IG and General Accounting Office (GAO) reports
to consolidate the conditions and findings which might indicate
systemic problems affecting the program.

We found that policies and procedures were inadequate to ef-
fectively control the cost of repairs, alterations, and
improvements. The primary reason resided in the treatment

of alterations as being exempt from the Federal Procurement
Regulations and the Public Buildings Act prospectus requirement.
Under these circumstances, we felt that there was little as-
surance that the Government was obtaining the most reasonable
prices available.

Accordingly, we recommended on January 26, 1983 that the Com-
missioner of PBS: (1) clearly indicate in all policies and
handbooks that lease alterations are subject to the Federal
Procurement Regulations whenever the cost of alteration is
not included in rental payments, and (2) ensure that audits
are requested for all lease alteration and lease construction
contract modification proposals in excess of $100,000.

The Commissioner concurred in our recommendations.

Norfolk, Virginia Buildings Manager Needs to Improve Internal
Controls

The buildings management program represents one of the areas

in which fraud was detected in the late 1970's. As part of

our ongoing effort to prevent and detect fraud, waste and abuse,
we review this program on a regular basis. On January 27, 1983,
we issued a report detailing the results of our review of the
procedures and internal controls followed by the buildings
manager in the Norfolk, Virginia area.



The problems surfaced by this audit, although specifically
related to the Norfolk review, are typical of the findings
disclosed by the 11 other buildings management reviews con-
ducted over the last six months.

Overall, we found that the buildings manager needed to improve
controls over the procurement and documentation of small pur-
chases; the accountability for operating and expendable equip-
ment; the verification and reconciliation of monthly office
costs; and the use of automated management reports. Therefore,
we recommended that field office employees be instructed in
techniques for procuring and documenting small order purchases;
office costs be verified by both employees and the buildings
manager; and a complete inventory of all operating and expendable
equipment be conducted. Furthermore, we recommended that field
office efficiency be increased through educating employees on
the need for and use of automated reports.

The Regional Administrator agreed with our recommendations.

As of the date of this report, the Commissioner, PBS, had
not responded to the audit report.

Controls Over Lease Renewal Dates

In our last Report to the Congress, we identified several inci-
dents where missed lease renewal options could result in ad-
ditional Government costs. This audit was initiated to determine
whether corrective actions subsequently taken by PBS were adequate
to prevent the recurrence of missed renewal options.

OQur review disclosed that although PBS required all GSA regions
to reconcile the information contained in the Public Buildings
Service/Information System (PBS/IS) with the individual lease
files, the adequacy of such reviews in two regions was ques-
tionable. In these regions, the PBS/IS was found to contain
erroneous lease renewal date information even after the recon-
ciliation was performed. In one of these regions we estimated
that GSA could have incurred additional rental costs of about
$3.5 million due to uncorrected data. Furthermore, we found
that each region had different procedures for managing lease
renewal dates and, in spite of past problems, PBS had not
developed and implemented nationwide procedures.

Accordingly, on March 28, 1983, we recommended that the
Commissioner of PBS develop standard procedures for use
nationwide to manage and control lease data, and.that periodic
regional reviews be performed to ensure that such procedures
are fully implemented.

The Commissioner agreed with the findings and recommendations
contained in the draft report. We are awaiting his response
to the final audit report.



Implementation of the Public Buildings Cooperative Use Act

We evaluated the management and operation of the program estab-
Tished by GSA to implement the Public Buildings Cooperative

Use Act of 1976. This Act requires GSA to outlease surplus
Government space whenever possible and to acquire, through

lease or purchase, historic buildings to fulfill Government
space needs whenever feasible and prudent. As of June 30, 1981,
GSA had acquired 14 historic buildings, leased parts of 45
historic buildings, and entered into 97 outleases.

OQur review disclosed a number of problems associated with
the implementation of the Act. The most significant finding
was that legislative and economic restraints prevent GSA
from effectively implementing its provisions. A second
major problem area, relating to outleasing for commercial
mall development, is discussed in detail in our report on
the 01d Post Office Building which follows.

Our report confirmed past reviews performed by both the GAO
and various GSA study groups which identified significant
legislative and economic restraints, especially in regards

to the acquisition of historic buildings. In some instances,
such acquisitions were not economically feasible considering
the Timitations imposed by the Economy Act of 1932. In other
cases, historic buildings did not meet Federal fire safety,
energy conservation and handicapped facility requirements.
Finally, the planning for historic buildings often could not
be accomplished without assurance of funding availability,
i.e., plans for obtaining space are usually made three years
before funds are available.

In responding to the draft report, the Commissioner of PBS
stated that while management recognizes the impact of existing
constraints on the acquisition of historic buildings, he did
not believe that relaxing standards or cancelling GSA's par-
ticipation in the program was necessary. He also indicated
that the policy and procedures needed to correct the problems
identified in this report would be included in the new out-
leasing handbook scheduled to be released in early 1983.

We recommended on March 25, 1983 that PBS review GSA's expe-
rience in the acquisition and renovation of historic buildings,
as well as past studies made by GSA and GAO, to identify changes
necessary to ensure a workable and meaningful historic buildings
program. After examining all the possible solutions, including
cancellation, GSA should propose legislation that would clarify
the intent of the historic buildings program and enhance GSA's
ability to carry it out.

Qutleasing of Space in the 01d Post Office Building

This audit report summarizes some of the major events which oc-
curred in the outleasing of the 01d Post Office Building in
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Washington, DC, and provides an analysis of the actions taken
by management in response to some of our concerns. The
outleasing action involved approximately 56,500 square feet
of net usable space for development into a commercial mall.

The review was initiated in response to a November 1981 request
from the Assistant Regional Administrator, Office of Public
Buildings and Real Property, to provide advisory assistance to
the Tease negotiation team prior to the signing of a Memorandum
of Understanding (MOU). The MOU described the business terms of
a lease to be signed at a later date.

OQur review identified 23 significant legal and business issues
in the MOU and we therefore recommended that it not be signed
until these issues could be resolved. However, management
ignored our recommendation and a similar one from Regional
Counsel and executed the MOU on February 4, 1982. Our concerns
centered around the fact that the MOU: (1) Tacked adequate
terms and conditions to protect the Government; (2) contained
other provisions contrary to public policy or statute; and

(3) gave the developer a contractual basis to claim significant
damages in the event a formal lease was not executed. The mat-
ter was brought to the attention of the Associate Administrator
for Operations and the Regional Administrator, National

Capital Region, who initiated appropriate corrective actions

on most items. Subsequently, we closely monitored implementation
of the corrective actions and continued to work with the
negotiation team.

Ultimately, management negotiated major changes which sig-
nificantly improved the terms and conditions of the formal
lease. This lease, which was signed on October 4, 1982,
corrected all but two of our major concerns. These were:
(1) the lack of an independent evaluation of the proposed
outleasing agreement by a qualified expert in this spe-
cialized area, and (2) the lack of a termination provision.

No recommendations were made in our March 30, 1983 report
since the lease had already been executed and management had
implemented certain corrective actions. These actions could
result in cost avoidances of $7.7 million over the life of
the outlease. Recommendations to prevent the recurrence of
these problems with future outleases are contained in our
report on implementation of the Public Buildings Cooperative
Use Act of 1976, which was discussed previously.

2. Construction Management

Termination of the Nashville Union Train Station Rehabijlitation
Project

As discussed previously, the Public Buildings Cooperative Use
Act of 1976 (Cooperative Use Act) authorizes GSA's Administrator
to acquire and utilize space in suitable buildings of historic,
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architectural, or cultural significance and encourages the
location of commercial, cultural, educational and recreational
facilities within public buildings. These provisions have
provided the impetus for GSA to become actively involved in
the renovation of many historic structures, including the
conversion of the Nashville Union Train Station into Federal
office space.

We initiated a review of this project to determine whether:

(1) additional Government-owned space was required in the
Nashville area; (2) renovation of the station represented

the best means of acquiring additional office space; and

(3) the project could be completed within established funding
limitations. We found that the conversion was economically
unsound and could not be completed within the approved funding.
Furthermore, we determined that there was no immediate need

for additional office space in the Nashville area. Accordingly,
on November 30, 1982 we recommended that the Commissioner, PBS,
in cooperation with the Administrator, should (1) advise the
Congress that GSA cannot complete all of the work contained

in the $7.2 million prospectus, and (2) propose project
termination due to the large costs involved and the small
benefits to be derived.

The Commissioner, PBS, concurred in the audit recommendations
and final plans to dispose of the train station are being
formulated. We estimate that through this action the
Government will avoid the expenditure of $12.5 million.

Audit of Damages for Increased Construction Costs

We audited a contractor's $1.2 million claim for increased
costs allegedly resulting from Government-caused delays
while the firm was performing piping and plumbing work at
the Social Security Administration's Metro-West Building in
Baltimore, Maryland. In our audit report dated October 26,
1982, we questioned $1.1 million in costs arising from:
overstated extended home office overhead costs; unsupported
and unallowable extended job site costs; overstated labor
escalation; unsupported Tabor inefficiency costs; and
unallowable profit.

Approximately $850,000 of the recommended questioned costs
were sustained in negotiations with the contractor.

Inspection of the Lease/Construction of a Laboratory Facility

An inspection of the work performed in the construction of a
laboratory facility for the Environmental Protection Agency
revealed that inadequate contract administration and a Tack

of technical input in the conceptual, design, and construction
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phases of the project has resulted and/or will result in Gov~-
ernment overpayments and losses of over $1.5 million. We found
that instead of assigning technically qualified individuals to
perform site inspections, negotiate change orders, and administer
the contract, GSA allowed a leasing specialist to perform these
functions. As a result, over $85,000 in work required by the
lease/construction agreement was not performed; over $113,000
was lost on change orders due to excessively priced items or
inadequate credits; over $45,000 was paid on change orders for
work already required by the lease/construction agreement;
credits worth more than $104,000 were not obtained on deleted
work; over $525,000 will be lost over the life of the lease

due to excessive energy consumption arising from faulty con-
struction; and unnecessary maintenance costs of over $790,000
will be incurred over the life of the lease due to the sub-
stitution of a less efficient mechanical system and the
negotiation of a maintenance service package which duplicates
the original lease agreement.

Management's response to the draft report indicated concurrence
in the findings and implementation of the major recommendations
with the exception of the development of the internal procedures
that would require such projects to be administered by the Design
and Construction Division. Management's response stated that
implementation of this recommendation would be delayed pending
the issuance of new Central Office guidelines in this area.

Qur final report, dated March 31, 1983, recommended that the
Regional Administrator direct the contracting officer to:

(1) require the lessor to correct and/or complete all defects
and omissions, or have GSA perform this work and backcharge
the lessor; (2) in conjunction with Tegal counsel, determine
the basis for recovery of identified losses and initiate re-
covery action; (3) conduct a study of the mechanical system
to identify the specific causes of the excessive energy usage;
and {4) develop internal procedures that would require all
special purpose lease/construction projects and major lease
alterations to be administered by the Regional Design and
Construction Division.

Construction of the San Jose Federal Building

At the request of the Associate Administrator for Operations,
we reviewed deficiencies in the construction of the U.S.
Courthouse and Federal Building in San Jose, California.
Specifically, we inspected problems associated with the con-
tractor's failure to provide shoring to support composite
floor beams at certain locations and evaluated the adequacy

of the remedial actions being pursued by regional officials.
We also evaluated the contractor's system and procedures

for shoring subsequent to the identification of this omission.

13



We found that the contractor's failure to provide shoring
first came to light as a result of a site visit by the struc-
tural engineers for the design architect. The inspection
services contractor who originally inspected the work failed
to recognize this contract requirement and enforce it. This
failure resulted from a lack of familiarity with the contract
and a full understanding of its terms.

Our review of subsequent corrective actions pursued by the re-
gion found that they were adequate and appropriate. However,
our review of the contractor's shoring system and procedures
(first used after the omission was disclosed) found them to be
inadequate for a number of reasons. Accordingly, on March 3,
1983, we recommended that: (1) the entire structure be surveyed
to determine whether overstressing is evident; (2) the con-
tracting officer review the overall performance of the inspec-
tion services contractor; (3) regional counsel be apprised

of the shoring problems so that the Government's position is
documented; and (4) both regional counsel and the contracting
officer take action to ensure that delays do not adversely
affect occupancy of this facility.

Management was in general agreement with the findings and
recommendations contained in the draft report. They did,
however, disagree as to the extent of the survey which needs
to be performed. We are awaiting their response to the final
reporte.

3. Procurement of Supplies and Services

Plastic Bag Procurement

The Office of Federal Supply and Services procures approx-
imately $14 million worth of plastic bags each year. Our
review of these procurement actions revealed a number of
weaknesses, the most significant of which was GSA's failure
to invoke the economic price adjustment (EPA) clause. This
clause provides for adjustments in contract prices when
specific changes occur in the Producers Price Index. During
our review, we found that the Producers Price Index had
declined during the term of the contracts, yet GSA had not
initiated the downward price adjustments to which it was
entitled. As a result, in our report dated March 22, 1983,
we recommended that these overpayments be recovered from
the contractorse.

In responding to our recommendations, management agreed that
$528,000 could be recovered and they are in the process of
doing so now. Management has also revised the EPA clause to
preclude a recurrence of this situation.
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Alleged Waste in Proposed Carpet Replacement

In response to a Hotline complaint, we reviewed the planned
$1 million replacement of carpeting at the Social Security
Administration (SSA) Service Center in Richmond, California.
The complaint alleged that the proposed replacement of car-
peting was a waste of taxpayers' money because the existing
carpeting was still in good condition.

We found that the carpeting scheduled for replacement did not
exhibit any significant wear, with the exception of certain
isolated areas in exterior corridors. Consequently, we recom-
mended on March 16, 1983 that the Assistant Regional Admin-
istrator for Public Buildings and Real Property: (1) limit
carpet replacement at the Richmond SSA Center to those areas
where replacement is needed; (2) defer total carpet replacement
until general wear is evident; and (3) schedule periodic
shampooing of the carpet-toprolong its life. -

Management agreed with our recommendations and cance11ed‘the)
procurement. In their response to the final report, management
also indicated that they will review similar projects on an
annual basis to verify their validity.

$300,000 Refund Obtained Due to Defective Pricing

We performed a postaward audit of a multiple award schedule
supplier of radio equipment, antennas, and tone/voice paging
systems. The audit, which covered the period of September 1976
to November 1979, found that the GSA had negotiated a discount
rate of 17 percent while the firm's best customers received

an average discount of almost 25 percent. We concluded that
GSA received incomplete and inaccurate pricing data and, had
all the pertinent facts been disclosed, the Government would
have negotiated a discount rate at least equal to that given
to the firm's best customers. Accordingly, on October 27,
1982, we recommended a $324,000 refund in accordance with

the defective pricing provisions of the contract.

The contractor agreed with the majority of our recommendations.

A check for $300,000 was sent to the Government on February 16,
1983.

4. Financial Management

Improper Recording of Obligations

A multiregional review of obligations recorded for GSA ap-
propriations found overstatements of about $2.1 million at
the close of Fiscal Year 1981. These overstatements rep-
resented accruals of lease escalation costs after final
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payments had been made, obligated amounts that Tacked
adequate supporting documentation, and obligations made
against completed projects. They occurred due to the
absence of an adequate year-end review of open items, the
low priority assigned to monitoring obligations, and a
failure to deobligate items identified as invalid.

In four reports issued between October and December 1982,
we recommended that: (1) the status of open obligations be
determined through distribution of open item listings to
all GSA activities; (2) accrual accounts be liquidated when
final payment is made for lease escalation costs and no
further accruals are made; (3) lease escalation costs
chargeable to other years be identified and required
adjustments be made; (4) invalid or unsupported open items
be deobligated on a timely basis prior to year-end closing;
and (5) more emphasis be placed on year-end closing pro-
cedures.

Management generally agreed with the recommendations and
initiated appropriate action.

Controls Over Travel Tickets

We initiated a review of the controls used by GSA to iden-
tify unused and partially used travel tickets purchased

with Government Transportation Requests (GTRs). We found
that such tickets were not being promptly identified and that
refunds relative to these tickets were not being processed

in a timely manner. These problems resulted from a reliance
upon administrative controls without corresponding accounting
controls.

On March 30, 1983, we recommended that GSA establish accounting
controls to complement the administrative controls already in
use. We suggested a potential scenario which would place the
responsibility for the cost of the unused ticket with the
traveler until the travel voucher is submitted to GSA's Office
of Finance. Furthermore, recognizing that GSA formulates the
Government guidelines for the use and control of tickets pur-
chased with GTRs, we also recommended that GSA take action

to amend the Federal Property Management Regulations to re-
quire agencies to maintain adequate accounting controls, in-
cluding individual accountability for unused and partially
used airline tickets. We believe such action is necessary

in light of GSA's recent efforts to recover almost $12 million
in ticket refunds due the Government but never claimed by
individual agencies.

In response to the draft report, management took exception to

our recommendations. We reaffirmed them both in our final
report.
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5. Other Significant Audits

FSS-28 System Development Project

We have found audits of systems development projects to be a
valuable prevention tool. This period we initiated a review
of the Self-Service Store Automation Project (FSS-28) which
identified serious internal control weaknesses in its design
and operation. We found that the FSS-28 could not generate
reports required by its users and that modification of the
system to produce such reports might not be possible due to
hardware compatibility problems and inefficient software.
Consequently, the system could not provide line item ac-
countability - the primary purpose for procuring it orig-
inally. Our review. also disclosed that funding this pro-
curement through the General Supply Fund revolving fund
rather than direct appropriation was inappropriate.

We recommended on December 13, 1982 that management not pro-
ceed with system implementation until several alternative
solutions to the identified deficiencies were explored. We
also recommended that the General Supply Fund not be used

to fund this procurement unless GSA's Office of General
Counsel rendered a formal opinion authorizing it as a legal
source of funding.

Management has initiated action to implement all of our recom-
mendations. Negotiations were begun with the contractor to
correct all of the system deficiencies at no additional cost
to GSA. This action will result in a $500,000 cost avoidance
over the next five years.

Application of the ICB System Concept

Since 1973, PBS has mandated open-space planning and Inte-
grated Ceiling and Background (ICB) systems for all new Federal
office buildings and major alteration projects. ICB systems
are designed to provide acoustical privacy in these open-space
offices. We initiated a review of the implementation of the
ICB concept to determine whether the systems were operating

as intended and to assess the extent to which ICB system

goals have been met.

We found that mandatory application of this concept in building
construction has created customer dissatisfaction and wasted
millions of dollars by requiring the purchase and installation
of materials/equipment without achieving the objective of
speech privacy. In almost every building inspected, speech
privacy was lacking because one or more system elements were
missing, inoperative, or being used improperly. In others,
additional costs were incurred because offices designed to

meet open-space requirements had been compartmentalized at
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the request of tenant agencies. In many instances, the
performance of heating, ventilation, and air conditioning
systems of the buildings were seriously impaired due to

the installation of ceiling high partitions in the open-
space area. Moreover, we found that GSA officials have not
aggressively pursued solutions to these problems.

On March 24, 1983, we recommended that: (1) new building
concepts be thoroughly evaluated and tested prior to im-
plementation; (2) background masking systems be installed only
at the expense of agencies requesting such systems; (3) GSA
provide office acoustics training for building managers,

their staffs, and selected tenant agency space managers re-
sponsible for maintaining masking systems; and (4) guidelines
be developed to minimize the future partitioning of open-
space offices (such projects would require approval from the
highest levels of PBS).

Management generally concurred in the findings and recom-

mendations contained in our draft report. We are awaiting
their response to the final audit report.

Floyd Bennett Field Communications System

At the request of the Regional Administrator, we initiated a
review of the Floyd Bennett Field telecommunications system
project. The purpose of the review was to determine whether
GSA had taken measures to ensure that the contractor had
installed a fully operational system in accordance with the
contract specifications, and to evaluate management actions
in response to customer agency complaints.

We found that inadequate and substandard installation of the
system had resulted in serious problems which will mean that
this $400,000 system will have to be replaced. While some
fault for this waste of resources rests with the contractor,
our review disclosed that poor planning by GSA and ineffective
contract administration contributed to the problems.

Recognizing these problems, and aware that GSA will soon be
entering an era in which it will be responsible for many
multimillion dollar telecommunications projects, we recom-
mended on March 23, 1983 that the Regional Administrator
ensure that all future telecommunications projects be
thoroughly inspected by qualified individuals prior to
acceptance. Further, we recommended that steps be taken

to recover some $37,000 in overpayments to the contractor
identified by this audit.

The Regional Administrator agreed with the recommendations

in our draft report. We are awaiting management's response
to the final audit report.
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C. AUDIT RESOLUTION AND FOLLOWUP

1. Overview

During the period, GSA's management has been generally responsive
to the recommendations contained in our audit reports. In most
cases, implementation is proceeding according to the milestones
agreed upon by the Office of Inspector General and management.

On December 22, 1982, the Administrator signed GSA Order

ADM 2030.2A which sets forth the policies, definitions, respon-
sibilities and procedures for the GSA audit resolution and follow-
up system. This Order tasks the Inspector General and GSA man-
agement officials with the responsibility for promptly resolving
any differences over audit recommendations and findings so that
final resolution decisions can be made within six months after

an audit report is issued.

Tables 6 and 7 provide resolution information for contract and
internal audits. Comparable data are not yet available for in-
spections reports, which became subject to systematic followup
requirements only with the promulgation of the aforementioned
GSA Order.

TABLE 6. AUDIT RESOLUTION AND SETTLEMENT -~ CONTRACT AUDITS

WITH RECOVERY RECOMMENDATIONS

No. of Recommended
Reports Recovery

Resolution

Reports to be Resolved as

of 9/30/8