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Dear Mr. Kline:

The enclosed Report to the Congress summarizes Office of
Inspector General (OIG) activity over the six-month period ended
September 30, 1984. It is submitted pursuant to the Inspector
General Act of 1978, which requires that you submit this report
to the Congress within 30 days, along with any comments you elect
to make.

The period was marked by two events that affected the day-to-day
working environment of the OIG. On August 3, 1984, Joseph A.
Sickon, GSA's second Inspector General, retired from Federal
service. OIG managers also faced significant challenges reéelating
to the potential funding shortfall discussed in.our last report.
Action was taken to reduce costs by rigorously managing expendi-
tures, while at the same time maintaining effective operations.
Through these cost reductions and the assistance of agency offi-
cials in reprogramming $150,000, the potential funding shortfall
was avoided.

The continued strength and vitality of the OIG are best demonstrated
by the productivity gains made by this organization during Fiscal
Year 1984. 1In virtually every performance category, the OIG regis-
tered higher performance levels than in past years. In my opinion,
these increases are indicative of both the high caliber of 0IG
employees and the responsiveness of GSA managers at all levels.

Our ability to effect change within the Agency, while at the same
time maintaining the independence of our audit and investigations
operations, is integrally tied to the spirit of cooperation demon-
strated by the people who direct GSA's programs.

We look forward to your continued cooperation as we work together
for a better GSA.

Sincerely,

Comonfil@

CHARLES R. GILLUM
Acting Inspector General

Enclosure






INTRODUCTION AND OVERVIEW

A. Introduction

This report, submitted pursuant to the Inspector General
Act of 1978, chronicles the activities of the General Serv-

ices Administration (GSA) Office of Inspector General’

" (OIG) between April 1, 1984 and September 30, 1984. Itis
the twelfth Report to the Congress since the appointment
of GSAS first Inspector General.

B. Overview

This report summarizes OIG activities during the period
April 1, 1984 through September 30, 1984. It has been
structured to correspond with the major functional ele-
ments of the GSA. ,

Within each of these areas, we have attempted to ana-
lyze the collective results of our efforts and identify issues
deserving the attention of GSA management. By defini-
tion, the issues involve areas the OIG considers deficient.
This is not to say that overall performance within the
program area is deficient.

1. Audit and Investigative Coverage
of GSA Programs

Public Buildings Service

OIG coverage of the Public Buildings Service (PBS)
focused on space management, buildings management,
and construction programs. Internal reviews assessed is-
sues such as the effectiveness of leasing operations, the
buildings management delegation program, fire and life
safety systems, and energy usage. Contract audits re-
viewed the reasonableness and allocability of contractor
claims, proposals, and bids. '

In the leasing area, we found that the PBS has made
improvements in the program. Yet, further enhance-
ments are needed, especially in lease award and adminis-
tration. Our reviews identified the need for better market
surveys and more complete file documentation. Several
reviews demonstrated a recurring need to enforce lease
contracts to obtain services being paid for by the Govern-
ment but not provided by the lessor.

A major review of GSA’ pilot program for delegating

buildings operations responsibilities to occupant agen- -

cies disclosed that the program was generally successful,
but there were numerous opportunities for improve-
ment. Notably, GSA was not fully prepared to handle the
transition period, identify training requirements for del-
egated agencies, or accommodate procurement-related
issues.

Moreover, under GSAs proposed methodology for fund-
ing building operating costs, delegated agencies would
not have obtained sufficient funds to sustain the level of
building services provided by the GSA. Implementation
of this methodology would have increased the net worth
- of the Federal Buildings Fund, while forcing the dele-
gated agencies to request additional funding from the
Congress. We estimated that delegations scheduled to

take effect in October 1984 would have resulted in addi-
tional funding requests of nearly $24.8 million.

Detailed information on these and other issues is pre-
sented in Section II.

Federal Supply and Services
OIG coverage of the Office of Federal Supply and Services

(FSS) focused primarily on its contracting function.

From the internal side, we reviewed the Quality Ap-
proved Manufacturer Agreement (QAMA) program as
well as the ramifications of using mandatory use clauses
in GSA contracts. Our contract audits continued to em-
phasize preaward reviews of cost and pricing data com-
plemented by training of procurement officials in our
contract audit techniques.

Our internal audit of the QAMA program found that the
GSA was not properly analyzirig contractor quality con-
trol systems due to outdated procedures and inadequate
training of quality assurance specialists. As a result, de-

fective materials were entering the supply system.

Our review of the mandatory use provision of vehicle
rental contracts found that because the GSA did not have
the authority to enforce other agencies’ adherence to this
clause, GSA could be liable for potential breach of con-
tract claims amounting to as much as $10 million. Al-
though action is planned to correct this problem, the
GSA holds other contracts including similar provisions.
Management action is needed to minimize GSA’s lia-
bility under these contracts.

One preaward contract audit settled this period resulted
in a management commitment to avoid costs of $2.67
million on a procurement of security filing cabinets,
safes, and vault doors. Moreover, joint audit and inves-
tigative effort resulted in a civil settlement of $1.07 mil-
lion with a contractor that provided disinfectants and
disinfectant cleaners.

Detailed information on these and other activities is pre-
sented in Section IIL

Information Resources Management

The OIG evaluated the effectiveness of the Office of Infor-
mation Resources Management (OIRM) in carrying out

‘the provisions of the Paperwork Reduction Act, Federal

Procurement Regulations, and GSA orders, especially as
they apply to systems development efforts. Our review
disclosed that the OIRM is not effectively carrying out
some of these provisions and must enhance its oversight
role if the GSA is to be assured that systems are respon-
sive to both the developing office’s needs and overall
Agency interests. :

We also expended considerable resources evaluating
OIRM’s contracting function. Here, too, we emphasized
preaward contract audits coupled with training of pro-
curement officials. In two preaward audits issued this
period, we identified costs of approximately $14.5 mil-
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lion that could be avoided in procuring data processing
equipment.

Detailed information on these and other activities is pre-
sented in Section IV,

Federal Property Resources Service

The OIG concentrated its efforts within the Federal Prop-
erty Resources Service (FPRS) on transactions involving
critical and strategic materials in the National Defense
Stockpile. Two reviews, one involving disposal efforts
and the other dealing with acquisitions, disclosed devia-
tions from law, regulations, and GSA contract clearance
procedures.

Detailed information on these and other activities is pre-
sented in Section V. :

National Archives and Records Service

OIG audits of the National Archives and Records Service
(NARS) reviewed the operations of Presidential libraries.
Separate audits of the Hoover, Truman, and Eisenhower
libraries identified a common need for improved controls
over library holdings, facilities, and receipts. Acting
upon this finding, the OIG issued a consolidated report to
the Archivist of the United States detailing our collective
findings and recommending program-wide policy
changes benefiting the four other Presidential libraries
currently in operation.

This period, OIG investigators located and retrieved two
historical documents stolen from the NARS. One, a letter
handwritten by General Ulysses S. Grant, was stolen in
1982. The other, a document bearing the signature of
President Andrew Jackson, was stolen prior to 1974.
Both are now in the custody of the NARS.

On October 4, 1984, the Congress passed legislation sepa-
rating the NARS from the GSA. The President signed this
legislation into law on October 19, 1984.

While the law does not call for a separate OIG within this
new agency, the GSA OIG is being required to provide
eight full-time equivalent positions and some $353,000
from our budget to operate its new audit and inves-
tigative unit. In all probability, this report encompasses
our last discussion of the NARS, since the separation
must be effected no later than April 1, 1985.

Detailed information on these and other activities is pre-
sented in Section VI.

Other GSA Coverage

‘0IG efforts within the remaining services and staff of-

fices of the GSA surfaced significant, yet divergent,
findings. We identified problems associated with GSA's
implementation of the Federal Managers Financial In-
tegrity Act that could be ameliorated through better
planning, training, and written guidance.

Another review disclosed duplication of microcomputer
software in two GSA regions that could result in poten-
tial GSA liability for damages. Recognizing that this
could be a nationwide problem, we immediately esca-
lated this matter to the appropriate GSA officials for swift
and decisive action.

Additionally, the OIG recognized that a recent legal opin-
ion by GSA's Office of General Counsel impacted on ear-
lier audit work involving the National Defense Stockpile
Transaction Fund. Accordingly, we identified at least
$19.9 million for recovery.

Detailed information on these and other activities is pre-
sented in Section VII.

2. OIG Productivity

OIG efforts to increase productivity have involved clearer

- definition of performance goals, better management in-
“formation systems, and closer tracking of individual as-

signments. The following data indicate that the
emphasis on productivity continues to have a measura-
ble payback.

@ Total costs recovered/avoided (management com-
mitments, court-ordered recoveries, and inves-
tigative recoveries) per OIG operations employee is
$522,688 in Fiscal Year 1984 as opposed to $352,910
in Fiscal Year 1983 and $242,252 in Fiscal Year
1982.

® Recommended cost avoidance and recovery per au-
ditor is $1,357,104 in Fiscal Year 1984 as opposed to
$587,875 in Fiscal Year 1983 and $498,533 in Fiscal
Year 1982.

® Audit reports per auditor is 3.14 in Fiscal Year 1984
as opposed to 3.2 in Fiscal Year 1983 and 2.42 in
Fiscal Year 1982.

® Referrals (criminal, civil, and administrative) per
investigator is 8.4 in Fiscal Year 1984 as opposed to
5.86 in Fiscal Year 1983 and 2.92 in Fiscal Year
1982.

® Criminal referrals per investigator]is 2.3 in Fiscal
Year 1984 as opposed to 2.17 in Fiscal Year 1983
and 0.81 in Fiscal Year 1982.

® Employee actions (reprimands, terminations, sus-
pensions, and demotions) per investigator is 1.57 in
Fiscal Year 1984 as opposed to 1.2 in Fiscal Year 1983
and 0.93 in Fiscal Year 1982.

The productivity statistics reflect some of the following
OIG accomplishments this period:

® 396 audit reports;

® $235,322,060 in recommendations for more effi-
cient use of resources and $2,123,298 in recovery
recommmendations;

® $111,326,897 in management commitments to
more efficiently use resources;

® $7383,507 in management commitments to re-
cover funds, court-ordered recoveries, and inves-
tigative recoveries;

e $1,298,123 in unsolicited recoveries;
® 430 investigative cases opened and 425 closed;

@ 37 case referrals accepted for criminal prosecution
and 10 case referrals accepted for civil litigation;

@ 29 indictments/informations/complaints;

@ 21 successful criminal prosecutions;



@ 15 judgments and 2 settlements on civil referrals;

@ 6 contractor suspensions and 38 contractor debar-
ments on administrative referrals;

® 43 reprimafds, 26 suspensions, 23 terminations,
and 2 demotions on administrative referrals involv-
ing GSA employees;

® 15 Inspector General subpoenas; and

@ 185 legislative and 178 regulatory initiatives re-
viewed.

Through management commitments, court-ordered re-
coveries, and investigative recoveries, the OIG achieved
approximately a $12 return on every $1 budgeted to its
operations in the second half of Fiscal Year 1984.

Detailed information on these and other activities is pre-

sented in Sections VIII and IX.

3. Prevention Activities

As detailed in Section X, the OIG’s program to prevent
fraud, waste, and mismanagernent encompasses a wide

variety of activities. Highlights of our efforts during the
period include: .

@ Implementation of strengthened OIG policies call-

ing for communication of investigative results to
the Office of Audits.

Front-end review of GSA’s program for delegating
buildings management responsibility to occupant
agencies, resulting in a potential avoidance of
nearly $24.8 million in unnecessary Congressional
appropriations.

Training of 544 GSA employees in Integrity Aware-
ness; presentations to 120 GSA procurement offi-
cials on contract audit techniques that included a
module on fraud prevention; and four sessions pre-
senting “The IG Story” to 35 newly appointed GSA
officials. '

Receipt of 312 Hotline calls and letters and referral

of 129 of these complaints for further action.

iii
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REPORTING REQUIREMENTS
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the specific pages where they are addressed. The infor- appropriate page of the report.

mation requested by the Congress in Senate Report

SOURCE PAGE

inspector General Act
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3. Section 5(a)(2) — Recommendations With Respect to Significant Problems

Abuses, and Deficiencies . . ... ... .o i e e 2,8,12, 15, 17, 19
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WasRefused ......... ... i e e None This Period
7. Section 5(a)(6)—Listof AuditReports. .. ........... ... ... ... .. 36
Senate Report No. 96-829
1. Resolutionof Audits . . ... ... . . e 23

2. DelinquentDebts . ... .. ... . e 51




SECTION I — ORGANIZATION, STAFFING,

AND BUDGET

Pursuant to the Inspector General Act of 1978, an Office of

Inspector General (OIG) was established within the General
Services Administration (GSA) on October 1, 1978. As cur-

rently configured, the OIG consists of six offices that func-

tion cooperatively to perform the missions legislated by the

Congress.

A. Organization

The OIG utilizes a functional organizational structure to
provide nationwide coverage of GSA programs and activ-
ities. The organization consists of:

® The Office of Audits, a multidisciplinary unit staffed
with financial and technical experts who provide
comprehensive internal (management) and exter-
nal (contract) audit coverage. Headquarters divi-
sions, structured to correspond to GSAS major
functional areas, direct and coordinate the audit
program principally performed by 11 field audit of-
fices.

® The Office of Investigations, an investigative unit
that manages a nationwide program to prevent and
detect illegal and/or improper activities involving
GSA programs, personnel, and operations. Opera-
tions officers at headquarters coordinate the inves-
tigative activity of 11 field investigations offices and
4 resident offices.

e The Office of Counsel to the Inspector General, an
in-house legal staff that provides opinions and ad-
vice on matters under OIG review. These attorneys
also manage the civil referral system, review exist-
ing and proposed legislation and regulations, and
prepare OIG subpoenas as required.

® The Office of Policy Plans, and Management Sys-
tems, a centralized planning and assessment func-
tion that oversees and evaluates the operations of
the other OIG components, coordinates specialized
fraud prevention activities, and provides data sys-
tems support. )

& The Office of Executive Director, an administrative
support function that handles budgetary, financial,
and administrative matters for the OIG.

@ The OIG Personnel Office, a staff unit that handles
personnel and employee development activities for
the OIG.

B. Office Locations

The OIG is headquartered in Washington, D.C., at GSA’S
Central Office building. Field audit and investigations of-
fices are maintained in each of GSA’s regional headquar-
ters— Boston, New York, Philadelphia, Atlanta, Chicago,
Kansas City, Fort Worth, Denver, San . Francisco, Auburn,
and Washington, D.C. Resident investigations offices are
located in Cleveland, St. Louis, Los Angeles, and San
Juan, Puerto Rico. The San Juan office includes an audit
capability,

C. Staffing and Budget

The approved Fiscal Year 1984 budget for the GSA OIG
was $19.5 million. Approximately $9.9 million was
available for obligation during the reporting period.

The OIG's approved staffing level was 466 full-time
equivalent positions. As of September 30, 1984, the OIG
employed 419 individuals. ’

D. Budget Issues

In our last Report to the Congress, we addressed the po-
tential consequences associated with unfunded Pay Act
costs, arising from a decision by the Administrator, GSA,
to absorb these costs during Fiscal Year 1984 rather than
submit a supplemental budget request. We further ad-
vised that the OIG was actively pursuing avenues of fiscal
relief to overcome the potential shortfall of $472,000.

However, the initial shortfall was compounded by unan-
ticipated increases in telephone charges, data processing
fees, and postage and printing costs as well as higher
than anticipated reimbursements to the Defense Con-
tract Audit Agency for its services. The OIG therefore
instituted actions to come into conformance with its
budgeted authority. We cancelled 6 vacancy announce-
ments, froze 5 announcements and 7 selections, and re-
scinded 4 tentative offers of employment. We also
reduced travel and rigorously administered other ex-
penses.

Arrangements were eventually undertaken to transfer
approximately $ 150,000 from other GSA accounts to off-
set some of these increases. The transfer was ultimately
approved by House and Senate committees. In spite of
these additional funds, the OIG operated from an austere
budget posture during the second half of Fiscal Year
1984.

E. Staffing Issues

Despite the problems precipitated by the budget, the OIG
moved forward in its efforts to implement an employee
development program. The OIG also progressed toward
one of its major training goals during the period.

Relative to the employee development program, the IG
Personnel Office established training profiles for au-
ditors, inspectors, and investigators that individually
provide a logical and well-rounded progression of train-
ing by discipline. Moreover, the office succeeded in in-
stituting the use of individual development plans as a
means of requiring staff members to personally assess
their training needs and, in conjunction with their su-
pervisor, decide on individual training programs.

During the period, significant progress was also made in
training OIG employees in the latest microcomputer
technology and its applications in the audit and inves-
tigation disciplines. By June, 60 auditors and inves-
tigators had completed the 5-day training course.
Additionally, this presentation was.supplemented by a 2-
day in-house orientation course for employees who did
not attend the longer session.



SECTION I1 — PUBLIC BUILDINGS SERVICE

_ The Public Buildings Service (PBS) manages most of the

Federal civilian inventory of space nationwide. Its respon-

sibilities extend from constructing, purchasing, and leasing .

space for Government use to maintaining and protecting that
space. In the second half of Fiscal Year 1984, the total avail-
able funding authority of the Federal Buildings Fund was

approximately $1.8 billion. During the same period, the PBS '

obligated approximately $1.4 billion of these funds.

Commensurate with this level of activity, the OIG devoted
some 71,068 direct staffhours pursuing 239 audit and inves-
tigative assignments. These figures reflect almost 42 percent
of total OIG direct staffhours and over 43 percent of all work
assignments.

A. Analysis of OIG Findings

OIG audit coverage of the PBS this period focused upon
its space management, buildings management, and con-
struction programs. Internal reviews assessed issues
such as the effectiveness of leasing operations, the build-

ing operations delegation program, fire and life safety -

systems in Government-occupied space, and energy
usage. Contract audits reviewed the reasonableness and
allocability of costs contained in contractor claims, lease
escalation proposals, bids on building maintenance con-
tracts, and architect-engineering proposals.

The PBS has made improvements in the leasing pro-
gram. We noted reductions in both the number of leases
and the amount of space leased. We also saw reductions
in the time to award leases and the number of holdover
tenancies. The PBS has also incorporated its leasing
guidelines into the Federal Acquisition Regulations. This
important step transforms these guidelines into required
actions that are enforceable by the GSA.

While this progress represents an accomplishment, fur-
ther enhancements are needed in both lease award and
administration. Relative to lease award, we identified the
need for better market surveys and more complete file
documentation. In the area of lease administration, au-
dit findings revealed that lessors are frequently not
providing a satisfactory level of services, yet the GSA is

not effectively enforcing lease contracts to obtain the

necessary services. Both of these areas warrant increased
attention by PBS management.

Relative to buildings management, OIG review of GSA's
pilot program for delegating operational responsibility to
occupant agencies disclosed an immediate need for PBS

action to improve its economy, efficiency, and effec-

tiveness. Under the program, the day-to-day buildings
management responsibility of selected single-occupant

headquarters buildings in the Washington, D.C., areais .

delegated to the occupying agencies.

This program represents a significant departure from
past buildings management practices. If it is to be fully
successful, the PBS must take action to improve its man-
agement of the program, identify delegated agency train-

ing requirements, and maximize opportunities for cost -

savings based upon district-wide rather than individual
agency contracting.

Fire and life safety issues also represent an area of con-
cern in the buildings management area. OIG reviews at
nine sites identified significant and recurring problems
with these systems. Ineffective maintenance and testing
procedures, coupled with insufficient priority given to
system replacement, pose a real and continuing threat to
the safety of Government personnel and property. De-
cisive action must be taken by PBS officials.

In the area of energy conservation, we continue to find
major opportunities for savings that have not been ex-
ploited. This period, the OIG identified potential annual
savings of $203,000 in one Government-owned building
by correcting straightforward mechanical and opera-

_tional problems. In a leased facility, we estimated that

$3.4 million could be avoided over the remaining terms
of the leases by eliminating wasteful energy practices.
Clearly, the PBS must take advantage of these kinds of
savings.

OIG investigative activity, as judged by the 216 PBS cases
closed this period, involved matters such as employee
misconduct, white collar crimes, and general crimes like
theft, narcotics, and assault. We are currently analyzing
these cases to determine if any systemic problems exist.

B. Significant Problems,
Abuses, Deficiencies, and
Recommendations

Effective Lease Enforcement
Efforts Are Needed

In ourlast Report to the Congress, we discussed Force L, a
multidisciplinary review of the lease enforcement pro-
gram at a GSA regional office, undertaken as part of our
fraud prevention program. We advised that the review
identified a pattern of lease enforcement problems that
were being summarized in audit reports to management.
On July 31, 1984, the OIG issued the final audit report on
one leased complex, comprised of two buildings encom-
passing over 800,000 square feet of space. Its findings
typified the lease enforcement problems identified by the
Force L review.

The audit found that the Government was paying for
electricity, water, sewage, and heating oil for the opera-
tion of a cafeteria and a snack bar in these facilities, even
though both operations had been contracted to a private
concern by the lessor. The review also found that the
Government was paying for overtime cleaning and me-
chanical services that were neither needed nor provided;
Government rental payments included rent on the space
occupied by the snack bar; heating and air conditioning
systems ran continuously without reduction during eve-
nings, weekends, or holidays; and lights were burning
several hours before and after working hours.

‘We estimnated that the Government could avoid expendi-
tures of $3.4 million over the remaining terms of the
leases by eliminating wasteful energy practices. We fur-
ther estimated that some $773,000 could be avoided by



discontinuing payments for utilities not serving Govern-
ment space; eliminating rental payments on the space
occupied by the commercial tenant; and ceasing pay-
ments for unnecessary overtime services. We also felt
_that the GSA should recover the $336,270 in utilities
and rent paid on the space occupied by the commercial
tenant.

In the final audit report, we recomumended that the Re-
gional Administrator take a series of actions to improve
energy consumption practices at the complex. We also
recommended actions to avoid future expenditures on
services, utilities, and space not chargeable to the Gov-
ernment and to recover the overpayments to the lessor.

The Regional Administrator responded positively to the
draft report and initiated action to develop a regional
lease enforcement program. We are awaiting the action
plan for implementing the recommendations in the final
report.

Improvements to the Building
Delegations Program

An OIG review of GSA’s program for delegating building
operations responsibilities to occupying agencies found
that the program was generally successful, but there
were numerous opportunities for improvement. Where
buildings had already been delegated, we noted varying
degrees of success in assuming these responsibilities.
Conversely, we found that the GSA was not fully prepared
to accommodate the shift from an operational role to a
_regulatory role. We also identified a major problem with

the methodology proposed by the GSA to fund

delegations.

In three delegated facilities, occupying agencies gener-
ally experienced improved maintenance operations and
reduced energy consumption under their own control.

Yet, inexperience in handling buildings management .

functions, coupled with the increased costs associated
with individual service procurements as opposed to dis-
trict-wide GSA contracts, did result in some problems.

Further, agencies experienced difficulty in achieving

GSA standards, especially in the area of security, and in
performing contracting and contract administration
functions for service, construction, and small purchase
contracts. Finally, agencies were not maintaining ade-
quate records on the costs and obligations associated
with buildings management.

Relative to the shift in GSA’s role, we found that when the
initial delegations occurred, GSA’s organizational struc-
ture did not effectively support administration of the
prograim, assistance to occupying agencies; or oversight
and evaluation of the delegations. Moreover, an adequate
program did not exist to implement or administer pro-
posed future delegations. We further found that the ex-
ecuted delegation agreements did not effectively protect
GSAS proprietary interests in the properties.

Our review also disclosed problems in GSA’s proposed
funding method for the delegations taking effect in Oc-
tober 1984. Under this methodology, adjustments were to
be made to the agency Standard Level User Charge
(SLUC) paid to the GSA based on the appraised value of
services to operate the buildings rather than on their
actual costs. Further, the adjustments were to be based

on net occupiable space rather than on the total space to
be maintained.

We found that this appraised value of services underesti-
mated actual operating costs by $24.8 million over the
duration of the delegations. As a result, the net worth of
the Federal Buildings Fund would have increased at the

*same time that delegated agencies would be forced to

seek additional appropriations from Congress to cover
their $24.8 million shortfall in funding. Moreover, if all
agencies identified to accept delegation authority had
done so, their funding needs could have amounted to

'$101 million more than if the GSA had continued to oper-
“ate these facilities.

In our September 26, 1984 report, we offered 33 recom-
mendations to the Commissioner, PBS, to correct the
identified deficiencies and improve the program. The
Commissioner’s response to the draft report indicated
agreement with our findings and recommendations. We
are awaiting his action plan in response to the final
report.

Revised Analysis of a
Lawsuit Settlement Proposal

In our last Report to the Congress, we reported that a
proposed lawsuit settlement agreement calling for modi-
fications to an existing lease agreement was not equi-
table to the Government. The proposed agreement pro-
vided for Government payment of annual electricity
costs {estimated at $1.5 million) in exchange for lessor
concessions, including the provisioning of additional
space, valued at that amount. Based on our review of the
region’s analysis of the proposal, we concluded that the
Government would pay $21.3 million in excess of the

-value received. :

In responding to our report, the Regional Administrator

.prepared a revised analysis that compared projected Gov-

ernment costs under the settlement agreement with the
projected costs if the Government decided to acquire the
additional space through condemnation. Our review dis-
closed deficiencies in the analysis that erroneously led to
the conclusion that acceptance of the seftlement agree-
ment would result in a cost avoidance of more than $6.6
million over the life of the lease.

We found that the regional analysis of the settlement

agreement recognized a $296,000 per year energy sav-

ings guarantee but the condemnation option did not. We

believed it should be treated equally under both pro-

posals or disregarded since it is not a definite guarantee.’
‘We also found that the region applied overly conservative

inflation factors when computing escalation of operat-

ing expenses and made mathematical errors when cal-

culating the escalation costs for operating and real estate
tax expenses. Based on these findings, we estimated that

opting for settlement over condemnation would cost the

Government $12.3 million over the term of the lease.

Therefore, in our August 23, 1984 report, we recom-

- mended that the Regional Administrator pursue the

remedies available under the existing lease and attempt

“to negotiate for the additional space. If negotiations are

unsuccessful, then management should analyze the al-
ternatives, including the impact of the claims and coun-
terclaims. Finally we recommended that the Regional .



Administrator study the reasons why the GSA failed to:

enforce the alterations clause of this lease through legal
or administrative means.

The Regional Administrator and the Commissioner
PBS, concurred in our findings and recommendations.
Resolution occurred on September 20, 1984,

FPO Guilty of Embezzlement

The GSA OIG investigated allegations that a GSA Federal
Protective Officer (FPO) embezzled local union funds.
‘The allegations first came to light when the local union
was advised that national union benefits had been termi-
nated due to failure to pay dues.

‘We found that during the 2-year period the FPO was the ’

union president, he embezzled more than $11,591 in

union funds. We therefore referred the matter for crimi-’

nal prosecution.
On August 6, 1984, the FPO pled guilty to three felony

counts of embezzlement in the U.S. District Court. Sen-

tencing was scheduled for October 12, 1984.

Excessive Energy Consumption

In response to Congressional concerns about excessive
building temperatures, the OIG inspected the heating
and cooling operations at a Federal office building. The
inspection confirmed that building temperatures were
excessive and identified several operational problems.
Collectively, these problems contributed to an estimated
$203,000 in wasted energy annually.

Inour July 13, 1984 report, we directed ten recommenda-
tions to the Regional Administrator o correct the opera-
tional deficiencies. These included: initiating a water
treatment program to clean the pipe systems; repairing
leaking pumps and building temperature control sys-
tems; reducing ventilation air and building lighting lev-
els; and correcting elevator control problems.

The Regional Administrator concurred in the findings

contained in our draft report. We are awaiting the action .

plan for implementing the recommendations in our final
report.

‘Fire and Life Safety Systems

In our last semiannual report, we advised the Congress
of seven separate reviews of fire and life safety systems in
major Federal buildings throughout the country We re-
ported that several systems were functioning improp-
erly, thereby creating potential risks to employees and
property.

In a consolidated report, issued on August 28, 1984, we
brought these and other issues to the attention of the
Commissioner, PBS. We reported that weaknesses in
management policies and procedures were causing inad-
equate and/or improper testing of fire'and life safety sys-
tems. We found that regional officials did not ensure that
preventive maintenance and testing of fire alarm and
smoke control systems were performed as required or
give sufficient priority to replacement of deficient sys-
tems. Moreover, operating personnel often lacked the
training to test and operate many of the highly sophisti-
cated systems.

We therefore offered ten recommendations to the Com-
missioner, PBS, to correct these fire and life safety system
deficiencies. His response to the draft report was positive
and even included comments to strengthen our recom-
mendations. We are awaiting the Commissioner’s action
plan in response to the final report.

GSA Emplbyee Convicted of False Claims

Based on a referral from GSA management, the OIG in-
vestigated allegations that a GSA emplovyee filed fictitious
claims with the Government. Our investigation con-
firmed that the claims were fictitious and the matter was
referred for criminal prosecution.

On May 4, 1984, the employee was convicted on false
claimscharges in the U.S. District Court. She resigned her
position with the GSA on May 14, 1984. On June 12,
1984, she was sentenced to 2 years in prison (suspended)
and placed on probation for 2 years. She was ordered to
pay full restitution in the amount of $1,484.

C. Statistical Highlights
The following table compares OIG activity and accom-

plishments within the PBS to the overall GSA totals for
the period.



Activity

PBS All GSA

AuditReportsissued .......................
Recommended Cost Avoidance ...............
Recommended Cost Recovery ...............
Management Commitments to Avoid Costs . . . .. ’
Management Commitments to Recover Funds . ..

Percentage of Recommended Cost

Avoidance Agreed to by Management ........

Percentage of Recommended Cost

Recovery Agreed to by Management . ........
Unresolved Audits Older Than6Months . ... ....
New InvestigativeCases ....................
Criminal Referrals (Subjects) . ................
Civil Referrals (Subjects) ....................
Administrative Referrals (Subjects) . ... .........
Suspension/Debarment Referrals (Subjects) . .. ..
Indictments/informations/Complaints . .........
Successful Prosecutions ....................
Civil Settlements/Judgments . ... .............

............. 208 392
............. $38,787,951  $235,322,060
............. $1,806,525 $2,123,298
............. $54,527,311  $111,313,236
............. $462,421 $2,769,531
............. 94 95
............. 85 79
............. 19 32
............. 188 - 430
............. 91 240
............. 7 14
............. 199 376
............. 21 43
............. 13 29
............. 9 21
............. 15 17

D. Significant Audits From
Prior Reports

According to GSA’s audit resolution system, the OIG is
responsible for ensuring resolution of audit recommen-
dations, while the Office of Audit Resolution, Office of
Policy and Management Systems, is responsible for en-
suring implementation of resolved audit recommenda-
tions. That office therefore furnished the status
information on implementation presented herein.

Fifteen audits highlighted in prior Reports to the Con-
gress require action by PBS management before they are
fully implemented. Two reports are still unresolved,

while the remaining 13 are being implemented accord-

ing to established milestones.

1. Unresolved Significant Audits

Inspection of the Lease Construction
of a Laboratory Facility

Period First Reporiéd} October 1, 1982 to March 31, 1983

This review disclosed that inadequate contract adminis-
tration and a lack of technical input in the conceptual,
design, and construction phases of a laboratory facility
has resulted and/or will result in Government losses of
over $1.5 million. As of September 30, 1984, this audit
was still unresolved.

In our last report, we advised that the Commissioner,
PBS, had submitted an action plan to the OIG on
March 30, 1984, but it failed to address the recommenda-
tion on life cycle costs. Subsequently, a responsive action
plan was received for this recommendation. However,
full review of the March 30, 1984 action plan found that
management had deferred formulating corrective action
for six recommendations pending Grand Jury action; it

also identified problems relative to the actions proposed
on four other recommendations. On September 21, 1984,

‘the Commissioner provided a revised action plan for the

four recommendations.

Our analysis of the revised action plan shows that we
currently disagree with the PBS on actions relative tothe
recommendations involving correction and completion
of construction of the “Kill Tank System” and elimina-
tion of overlapping preventive maintenance require-
ments in the basic lease agreement and a supplemental
lease agreement. We intend to present our position to
management in November 1984, in an attempt to resolve
these matters.

Fire and Life Safety Systems
Period First Reported: October 1, 1983 to March 31, 1984

'A series of seven OIG reviews identified deficiencies in

fire and life safety systems in GSA-controlled space. As of
September 30, 1984, one report was unresolved; the re-
mainder of the reports were resolved and are discussed in
the paragraph addressing significant audits being imple-
mented according to established milestones.

The unresolved audit found that a contractor was not

properly performing maintenance and repair of the
building and its equipment. Moreover, it disclosed a po-
tential health hazard caused by exposed asbestos pipe
insulation. Accordingly, we made four recommenda-
tions to correct these deficiencies.

The action plan submitted by the Commissioner, PBS,

‘was not responsive to our recommendation to correct the

asbestos hazards because Occupational Safety and
Health Administration procedures were not being fol-
lowed. The action plan was returned for revision.

We anticipate that resolution will occur in November
1984, upon receipt of the revised action plan.



2. Significant Audits Being
Implemented According to
Established Milestones

GSA Efforts to Reduce Space Rental Costs
- Period First Reported: October 1, 1983 to March 31, 1984

This review of GSA efforts to reduce Government space
rental costs found that the amount of leased office space
grew by some 139,000 square feet and rental costs rose by
“more than $51 million despite concurrent reductions in
the Federal civilian work force. Accordingly, we made 15
recommendations to correct identified deficiencies.

. On September 28, 1984, the report was resolved. Accord-
inggy, we have just referred the audit to the Office of Audit
Resolution for tracking of implementation actions.

Fire and Life Safety Systems
Period First Reported: October 1, 1983 to March 31, 1984

A series of seven OIG reviews identified deficiencies in
fire and life safety systems in GSA-controlled space. As
previously reported in the section on unresolved signifi-
cant audits, one of these reports was unresolved as of
September 30, 1984. A second report was fully imple-
mented as of September 30, 1984. The remaining five
reports contained 15 recommendations; 7 are imple-
mented.

Seven -of the eight unimplemented recommendations,
contained in four reports, are being implemented in ac-
- cordance with the original action plans. Full implemen-
tation of these reports should occur in October 1984,
November 1984, April 1985, and June 1986, respectively

The one outstanding recommendation in the fifth report
was originally scheduled for implementation in June
1984. This date has been revised to Ocjober 1984.

()pportuhities for Savings Exist
Through Energy Conservation

Period First Reported: October 1, 1983 to March 31, 1984

Two OIG reviews identified annual savings of $477,000,
mostly available through simple modifications to equip-
ment and operating procedures at three Federal build-
ings. All of the recommendations in one report have
been implemented. The other report contained 16 rec-
ommendations; 7 have been implemented.

Two of the unimplemented recommendations, involving
replacement of fluorescent larps and ballasts and analy-
“sis of lighting systems, were scheduled for completion by
‘November 30, 1984 and July 31, 1984, respectively. These
dates have been renegotiated to December 31, 1984 and
October 1, 1984, respectively. A third recommendation,
calling for replacement of incandescent lamps in exit,
signs, was 10 be completed as resources permitted. Re-
placement has not yet been completed due to the non-
availability of funds.

The remaining six recomuendations, scheduled for

completion during Fiscal Year 1986, are proceeding

“ahead of schedule. The region is currently preparing a
, request to revise these dates to May 1985. ’

Implementation of the Public Buildings
Cooperative Use Act

Period First Reported: October 1, 1982 to March 31, 1983

Our review disclosed a number of problems associated
with GSA’ implementation of the Public Buildings Co-
operative Use Act of 1976. The report contained 18 rec-
ommendations; 14 are implemented.

The remaining four recommendations require:
(1) monthly reports to Congress on actions accomplished
under the Act; {2) development of policy on outleasing;
(3) assignment of qualified experts on outleasing projects
involving commercial malls; and (4) development of pol-
icy and procedures for outleasing of commercial malls.
Recommendations (1) and (2) were originally both due
for implementation in August 1983; these dates were re-
negotiated to December 1983. A further extension to Oc-
tober 1984 was granted on the first recommendation,
while successive extensions of June 1984, August 1984,
and December 1984 were granted on the second.

The third and fourth recommendations were originally
scheduled for completion in May and September 1983,
respectively. These dates were both renegotiated to Oc-

" tober 1983, then April 1984, and then October 1984.

The initial corrective action on all of these recommenda-
tions has been taken. However, the final action of codify-
ing the policies in a PBS handbook has caused the delays
necessitating the extensions.

Contracting for
Commercial Appraisal Services

Period First Reported: April 1, 1982 to September 30, 1982

This audit of commercial appraisal service contract
awards found that GSA policies did not provide for ade-

-quate competition. The report contained three recom-

mendations; two are implemented.

The third recommendation, involving revisions to the
PBS appraisal handbook, remains unimplemented. The
PBS revisions were originally due March 31, 1983. Suc-
cessive extensions to July 31, 1983, November 30, 1983,
March 30, 1984, July 30, 1984, and November 30, 1984
were granted. All action should now be completed by
November 30, 1984.

Controls Over Lease Renewal Dates
Period First Reported: October 1, 1982 to March 31, 1983

This audit identified errors in the PBS Information Sys-
tem that could have resulted in missed lease renewal op-
tions. The report contained two major recommenda-
tions to improve controls over lease data; one is
implemented.

The remaining recommendation, calling for periodic re-
gional reviews, was originally scheduled for completion
by March 1984, The OIG agreed to extend this date to
December 1984 at the request of the PBS.



Poor Inspection of Repair
and Alteration Contract Work

Period First Reported: April 1, 1982 to September 30, 1982

This audit of repair and alteration work on a warehouse
found numerous contract deficiencies, defects, and omis-
sions that went unnoticed by GSA inspectors. The report
contained nine recommendations; eight are imple-
mented.

The remaining recommendation, requiring the con-
tracting officer to have the contractor perform con-
tractually required work or obtain a credit, is still being
pursued. Currently, regional PBS officials are working
with Regional Counsel to recover more than the amount
originally offered by the firm as a credit for the work.

Application of the ICB System Concept
Period First Reported: October 1, 1982 to March 31, 1983

This review of the mandatory use of Integrated Ceiling
and Background (ICB) systems in Federal facilities found
that this policy created customer dissatisfaction and
wasted millions of dollars. The report contained six rec-
ommendations; four are implemented.

The remaining recommendations require implementa-
tion of an acoustics training program and development

of guidelines for decisions on partitioning open-space
areas. Both recommendations were originally scheduled
for implementation in March 1984. These dates were re-
negotiated to May 1984.

In response to an April 1984 request from the PBS to
revise the action plan, the OIG and the PBS entered into

- discussions relative to the actions to be taken. Informal

agreement was reached on September 19, 1984; a revised
action plan had not been received for OIG approval as of
September 30, 1984.

~ Administrative Fund Control Violation
" Period First Reported: April 1, 1983 to September 30, 1983

~ This audit identified inadequacies in the controls govern-

ing management of the Construction Services Fund that
allowed an administrative fund control violation to oc-
cur. The report contained five recommendations; three
are implemented.

The remaining recommendations require strengthening
of the system for accumulating and accounting for proj-
ect costs and establishing retention requirements for
time/task cards and reports. Implementation is proceed-
ing according to schedule and should be completed ‘in
November 1984. ‘ :



'SECTION III — FEDERAL SUPPLY

AND SERVICES

The Office of Federal Supply and Services (FSS) operates a
Government-wide service and supply system that contracts
for and distributes billions of dollars worth of supplies, mate-
rials, and services for customer agencies each year. The FSS
also controls GSA’s personal property program. In the second
half of Fiscal Year 1984, the FSS obligated approximately
$81.1million in direct operating expense appropriations. Es-

timated sales through the General Supply Fund during the

same period exceeded $970 million.

Consistent with this level of activity, the OIG expended some
55,962 direct staffhours pursuing 196 audit and inves-
tigative assignments. These statistics reflect almost 33 percent
of total OIG direct staffhours and approximately 36 percent
of all work assignments.

" A. Analysis of OIG Findings

OIG audit coverage of the FSS this period concentrated
primarily on its contracting functions, especially the
Multiple Award Schedule (MAS) program. As stated in
our last Report to the Congress, our contract audit ap-
- proach to improving these functions emphasizes greater
preaward coverage coupled with management support
initiatives. From the internal audit perspective, we em-

phasized issues relating to contract awards, contract

provisions, and their enforcement.

In the contract audit area, the emphasis on preaward
coverage is dramatically evident in our financial recom-
mendations for the period. Within the FSS, our contract
audits recommended cost avoidances of $57 million. Suc-
cessful negotiations with contractors could therefore re-
sult in management commitments on the order of $57
million. Achieving this level of management commit-
ment is the focus of our MAS audit training program.
Our efforts in this regard are more fully discussed in
Section X of this report.

In the internal audit area, we found that contract terms

designed to obtain more advantageous contract rates for -

the Government could create potential liabilities for the
GSA. A mandatory use provision in some GSA contracts,
notably in contracts for vehicle rental services, provided
that designated Federal agencies would obtain their
rental vehicles from the vendor. However, the GSA lacks
the enforcement authority to ensure that designated
users utilize the contracts. As a result, the GSA is now
facing several breach of contract claims. GSA's potential
liability under these vehicle rental contracts would ap-
proximate $ 10 million if all GSA contractors filed similar
breach claims.

The preliminary FSS response to this audit indicates that
decisive action is planned relative to motor vehicle rental
contracts. However, creative solutions are needed on the
other GSA contracts that possess mandatory use provi-
sions. The FSS is assisting the Office of Acquisition Policy
in developing these solutions.

Another area requiring the attention of FSS officials
is the Quality Approved Manufacturer Agreement

(QAMA) program. Four audits, two of which were com-
pleted this period, indicate that a basic element of the
program — analyses of contractor quality assurance sys-
tems —is not being adequately performed. Qutdated pro-
cedures, coupled with inadequate training for quality
assurance specialists, are resulting in analyses that fail to
surface systems problems and allow defective material to
enter the supply system. If this program is to be suc-
cessful, improvements must be made nationwide.

OIG investigative activity in the FSS emphasized defec-
tive pricing cases relative to the MAS program. This
period, we revised our guidelines for investigating defec- -
tive pricing allegations so that the expertise gained in
several recent major cases can be applied successfully by
all of our investigators. We have also-sought to enhance
communications between our investigators and GSA
procurement officials so that all suspicions regarding
false cost or pricing data are thoroughly reviewed. More-
over, we have continued to solicit information from these
officials on instances where contractors provide non-
specification materials. This information is being uti-
lized to identify trends and surface areas for further in-
vestigative attention.

Our investigations also disclosed that the improper and
illegal use and sale of Federal surplus property is a con-
tinuing problem. We have found that many States have
ineffective programs for disbursing surplus property to
proper recipients and monitoring donee compliance
with the conditions of the donation. Accordingly, we
plan to increase our liaison with FSS officials to effect
timely administrative recovery of property obtained by
fraud. We also intend to establish procedures whereby
administrative recovery is concurrent with prosecutive .
efforts whenever feasible.

B. Significant Problems,
Abuses, Deficiencies, and
Recommendations

Motor Vehicle Rental Contracts

The FSS mandatory use contracts for motor vehicle
rental services are intended to obtain favorable Govern-
ment rental car rates by offering a contractual commit-
ment to vendors that they will be the mandatory source
for all designated Federal agencies. While these contracts
provide favorable Government rates, an OIG review
found that not all agencies identified as mandatory users
were using the GSA contracts. As a result, a number of
contractors have filed breach of contract claims against
the GSA.

Several of these, including a $700,000 claim, have al-
ready been settled. However, if similar actions were initi-
ated by all vendors, GSA's potential liability could total as
much as $10 million.



Part of the problem resides in GSA’ inability to enforce
the mandatory use provision. Currently, the GSA does
not obtain written agreements from Federal agencies
whereby they agree to be designated users and accept
liability for non-use. Moreover, travelers are either un-
aware of the mandatory requirements or able to deviate
from them because travel authorizations do not specify
the use of Government transportation contracts for
rental cars.

During the course of this review, the OIG also identified
mandatory use provisions in other GSA contracts for
supplies and services. Because they share similar prob-
lems with the car rental contracts, GSA’s potential lia-
bility under these contracts could be substantial.
Therefore, we recommended in our September 6, 1984
report that the Acting Assistant Administrator, FSS, im-
plement alternatives to the mandatory use requirement
and institute mechanisms to make agencies more aware
of their obligation to use these contracts. We also recom-

“ mended that the Acting Administrator, GSA, designate a

focal point to coordinate and develop solutions to mini-
mize GSAs exposure under the other mandatory use
contracts.

In response to the draft report, the Acting Assistant
Administrator agreed to implement the control mecha-
nisms and opted to discontinue contract coverage for
motor vehicle rental services. As an alternative, the GSA,
in conjunction with the Department of Defense, will im-
plement a non-contractual rate agreement on March 1,
1985. The Acting Administrator also designated the Of-
fice of Acquisition Policy as the focal point for developing
solutions to minimize GSA’ liability problem.

We are awaiting the action plan in response to the final
audit report.

$1.07 Million
Defective Pricing Settlement

On June 4, 1984, the U.S. Attorney for the District of New
Jersey reached a settlement agreement with a GSA sup-
plier of disinfectants and disinfectant cleaners. Under the
terms of the settlement, the supplier agreed to pay the
Government $1,075,000 and institute internal controls

to ensure compliance with the pricing provisions of fu-

ture GSA contracts. The firm also agreed not to compete
for GSA multiple award schedule contracts for a period of
one year.

GSA OIG audit and investigation disclosed that the firm
misrepresented its pricing practices in the cost and pric-
ing data submitted to the GSA. These data, utilized to
award the GSA contracts, failed to reveal substantial dis-
counts given to commercial customers. The firm also
failed to give the Government equivalent price reduc-
tions when it increased its discounts to commercial cus-
tomers. Under the terms of such contracts, the
Government is entitled to discounts equal to those given

to the best commercial customer in the same category

and equivalent price reductions.

The firm held six successive 1-year contracts with GSA
between 1975 and 1982. Total contract sales amounted to
$3.9 million.

Quality Assurance

. The OIG expended substantial resources this period re-

‘ viewing the FSS Quality Approved Manufacturer
Agreement (QAMA) program. The QAMA program is
an important part of GSA’ efforts to obtain quality mate-
rial while reducing the Government costs associated
with quality control. It requires contractors to maintain
quality control systems and perform tests to identify defi-
cient products. Consequently, the GSA periodically in-
spects contractor quality assurance systems rather than
each individual contractor shipment,

In two reports, dated June 8, 1984 and August 1, 1984, we
identified defective material entering the supply system
that should have been detected by contract