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l. Introduction and Background
A. Introduction

Among the specific requirements for the Acquisition Advisory Panel outlined in Sec-
tion 1423 is the review of the performance of acquisition functions across agency lines of
responsibility and the use of government-wide contracts.

The performance of acquisition functions across agency lines is almost exclusively
accomplished through the use of interagency contract vehicles described in detail in the
next section. The significant increase in the use of these vehicles by agencies over the last
ten years has raised a number of complex policy issues and has been the subject of exten-
sive oversight by Congress, the Government Accountability Office (“GAO”), the inspectors
general (“IGs”) of various federal agencies, outside organizations, and the media. This
attention has highlighted significant benefits in award efficiencies these vehicles provide to
the federal government and the taxpayer. It has also uncovered past deficiencies in their cre-
ation and administration and continuing risks associated with their use.

Several critical observations have been made regarding the creation and use of inter-
agency contract vehicles. In its January 2005 High Risk Update, GAO observed that a num-
ber of factors contribute to making these vehicles high risk in certain circumstances:

1) they are attracting rapid growth of taxpayer dollars;

2) they are being used and administered by some agencies with limited expertise in this
contracting method; and

3) they contribute to a significantly more complex environment in which accountability
has not always been clearly established.!

In light of these recent studies, it is interesting to note that most of the management
challenges in these recent studies were identified over eight years ago in “the Multiagency/
GWAC Program Managers Compact” signed by the major federal program managers in
September 1997. In this document, entitled, “a Consensus on Principles Applicable to the
Acquisition of Services under Multiagency Contracts and Governmentwide Acquisitions,”
federal program managers set forth and agreed to a series of principles that would guide
their business conduct. The “Compact” recognized that federal agencies, in the interest of
economy and efficiency, are placing increased emphasis on the use of multi-agency con-
tracts and that “[w]hen properly developed and used,” these vehicles may enable agencies to
fulfill their missions.?

The Panel has identified all of the relevant laws, regulations and policies applicable to
interagency vehicles and assembled relevant GAO and IG audits. It also identified other studies,
reviews, hearing testimony, data, and information available on interagency contracts and simi-
lar enterprise-wide vehicles as well as their use by interagency assisting entities. In addition, the
Working Group conducted over 80 meetings and, among other things, interviewed key federal
managers involved with these vehicles and entities.

After receiving stakeholder input and reviewing the relevant source material, the Panel
concluded that interagency contract vehicles have played an important role in streamlining

' U.S. GAO, GAO High-Risk Series: An Update, GAO-05-207, 25 (Jan. 2005).
2 See http://www.thecre.com/fedlaw/legal25/magycom.htm.
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the federal government'’s acquisition process. The 2005 GAO High Risk Update mentioned
above concluded that when managed properly these vehicles serve an important purpose.
The report stated that, “[t]hese contracts are designed to leverage the Government’s aggre-
gate buying power and provide a much-needed simplified method for procuring com-
monly used goods and services.”* The report went on to say that “[t]hese contract vehicles
offer the benefits of improved efficiency and timeliness; however, they need to be effec-
tively managed.” The Panel agrees with the GAO's view that interagency contract vehicles
are of significant value when managed properly.

Based on the growing challenges being faced by the acquisition community (e.g., grow-
ing workload, aging workforce), the Panel determined that interagency contract vehicles
play a critical role in allowing agencies to accomplish their missions. The Panel focused
its recommendations on maintaining the value and efficiencies created by interagency
contracts while responding to key management challenges that have arisen from their
increased use.

As the Panel conducted its work, there was a great deal of activity concerning inter-
agency contract vehicles in Congress and the Executive Branch. In response to inter-
nal reviews and congressional oversight, the General Services Administration (“GSA”)
embarked on a major reorganization of its schedules and assisted purchasing programs.
The reorganization was intended to address some of the issues raised in the audit and over-
sight reports considered by the Working Group.* Concurrently, individual federal agencies,
such as the Department of Homeland Security (“DHS”) and elements within the Depart-
ment of Defense (“DoD”), began the establishment of internal, enterprise-wide purchasing
programs for specific types of services that are offered under the GSA schedules program
and through other interagency vehicles and programs. These programs, such as the Navy's
SeaPort-e program for engineering support services, are touted as offering similar support
to buying activities as the schedules, but with more effective administration, reduced over-
head cost, and improved spend analysis insight. Due to their similarities to interagency
vehicles and as a result of the growing number being established within agencies, these
enterprise-wide vehicles may have adverse impacts on the overall administrative efficiencies
and cost savings associated with interagency vehicles. Consequently, the Panel expanded its
review and recommendations to cover these enterprise-wide vehicles.

Congress has also passed legislation that could significantly impact the use of inter-
agency vehicles in the future. Section 811 of the National Defense Authorization Act for
Fiscal Year 2006 expanded the scope of the initial DoD IG compliance review of DoD's use
of the GSA Client Support Centers, DoD’s use of interagency vehicles through the Depart-
ment of Treasury and Department of Interior Franchise funds and the National Aeronautics
and Space Administration government-wide vehicles. Section 812 of the same bill requires
the establishment of a management structure within the DoD for the management of ser-
vices acquisition, including those services procured through interagency contract vehicles.
Section 817 of the John Warner National Defense Authorization Act for Fiscal Year 2007

3 GAO-05-207 at 24.

4 The General Services Administration Modernization Act created the Federal Acquisition Service
(“FAS") by consolidating the FTS and the Federal Supply Service. See Pub.L. 109-313, § 2(c), Oct. 6, 2006.
This organizational change does not affect the Federal Supply Schedule (“FSS”) program also known as
the Multiple Award Schedule (“MAS”) program.
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further expands the scope of the DoD IG review of interagency contracts to include the
National Institutes of Health and the Department of Veterans Affairs. The Panel noted
these more recent developments in formulating its recommendations, but at this time has
refrained from drawing any conclusions about the specific proposals and actions.

Finally, criticism of the federal response to the Hurricane Katrina disaster has led to dis-
cussions about the degree to which interagency contract vehicles may be among the most
useful tools for allowing federal agencies to acquire goods and services for national emer-
gencies. Interagency contract vehicles, such as the GSA Schedules program, can potentially
offer a broad range of goods and services to assist with disaster preparation and recovery.
In response, section 833 of the John Warner National Defense Authorization Act for Fiscal
Year 2007 provided that the GSA may authorize state and local governments to use Fed-
eral Supply Schedules for goods or services that are to be used to facilitate recovery from a
major disaster declared by the President or to facilitate recovery from terrorism or nuclear,
biological, chemical, or radiological attack.® Beginning with sound agency advance plan-
ning, interagency vehicles could provide pre-negotiated line items and special terms and
conditions that would allow for rapid deployment of assistance to affected communities.

Although the identification of sources and issues continued to the end of the review
process, the Panel focused on identifying the scope of the issues it would consider in mak-
ing its recommendations. Four basic questions concerning interagency contract vehicles
were identified:

What are they?

Why do agencies use them?
How do agencies use them?
How should agencies use them?

As in other areas, the Panel believes that there is no privileged perspective from which to
answer these four questions. There are a number of valid stakeholders with disparate points
of view that must be considered. These stakeholders are identified in the next section.

In reviewing the various audits, studies, reviews, presentations and commentaries, the
panel strove to avoid duplicating the audit work of the GAO or agency IGs. It attempted
to look at higher-level policy issues of a systemic nature appropriate for review by such an
independent panel. In following the Section 1423 charter, the Panel has developed recom-
mendations for changes to laws, regulations, and policies to:

e Establish overarching goals and acquisition planning mechanisms to balance competing
policy mandates;

o Address systemic issues identified in GAO, IG and other reports;

e Foster restructuring and consolidation of programs and vehicles where appropriate;

e Import applicable best practices from both government and private sector experience;

e Increase the scope of competitive forces in interagency vehicle transactions;

o Address acquisition workforce issues related to the use of interagency vehicles; and

e Establish reliable and meaningful data collection to allow for effective management
and oversight.

> Pub. L. No. 109-364, § 833.
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As will be seen below, the Panel’s recommendations fall into two broad categories. The
first set of issues is clustered around the creation and continuation of interagency vehicles
and the organizations that use them to provide acquisition assistance across the federal
government. The Panel concluded that some of the most fundamental issues associated
with interagency and enterprise-wide vehicles could be best addressed by establishing more
formal procedural requirements for initially establishing such vehicles and subsequently
for authorizing their continued use. The second related set of issues is associated with the
use of such vehicles by federal agencies. This category includes issues associated with com-

petition, pricing, acquisition workforce requirements, and the methodology of choosing

the most appropriate vehicle for a specific procurement action.

Findings Recommendations

B1. Lack of Transparency

1: Increased transparency through identi-
fication of vehicles (e.g., GWACs, MACs,
enterprise-wide) and Assisting Entities. OMB
conduct a survey of existing vehicles and
Assisting Entities to establish a baseline. The
draft OFPP survey, developed during the
Working Group's deliberations, should include
the appropriate vehicles and data elements.

B1. Lack of Transparency

B2. Little Systematic Coordination Among
Vehicles

B5. No Central Database or Consistent Meth-
odology to Help Agency Select

D. Some Diversity is Desirable

2: Make available the vehicle and assisting
entity data for three distinct purposes.

(a) Identification of vehicles and the features
they offer to agencies in meeting their acquisi-
tion requirements (yellow pages).

(b) Use by public and oversight organizations
to monitor trends in use.

i. Improved granularity in fee calculations
ii. Standard FPDS-NG reports

(c) Use by agencies in business case justifi-
cation analysis for creation and continuation/
reauthorization of vehicles.

B1. Lack of Transparency

3: OMB institutionalize collection and public
accessibility of the information, for example
through a standalone database or module
within transactions-based FPDS-NG.
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Findings Recommendations

B4. No Procedures for Aligning Vehicles to
Leverage Government Purchasing Power

E. Focus on Process of Creation and Continu-
ation Will Improve Use of the Vehicles

C. Incentives for Creation Don't Always Trans-
late Into Benefits for the Taxpayer

4: OMB direct a review and revision, as
appropriate, of the current procedures for
the creation and continuation/reauthorization
of GWACs and Franchise Funds to require
greater emphasis on meeting specific agency
needs and furthering the overall effectiveness
of government-wide contracting. GSA should
conduct a similar review of the Federal Sup-
ply Schedules. Any such revised procedures
should include a requirement to consider the
entire landscape of existing vehicles and enti-
ties to avoid unproductive duplication.

B4. No Procedures for Aligning Vehicles to
Leverage Government Purchasing Power

5: For other than the vehicles and entities
described in #4 above, institute a require-
ment that each agency, under guidance
issued by OMB, formally authorize the cre-
ation or expansion of the following vehicles
under its jurisdiction:

(a) Multi-agency contracts
(b) Enterprise-wide vehicles
(c) Assisting entities

B3. No Consistent Standards for Creation and
Continuation

C. Incentives for Creation Don't Always Trans-
late Into Benefits for the Taxpayer

6: Institute a requirement that the cognizant
agency, under guidance issued by OMB, for-
mally authorize the continuation/reauthorization of
the vehicles and entities addressed in #5 on an
appropriate recurring basis consistent with the
nature or type of the vehicle or entity. The criteria
and timeframes included in the OMB guidance
should be distinct from those used in making
individual contract renewal or option decisions.

B3. No Consistent Standards for Creation and
Continuation

7: Have the OMB interagency task force
define the process and the mechanisms antici-
pated by recommendations #5 and #6.
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Findings Recommendations

A. Proliferation

B2. Little Systematic Coordination Among
Vehicles

B3. No Consistent Standards for Creation and
Continuation

B4. No Procedures for Aligning Vehicles to
Leverage Government Purchasing Power

C. Incentives for Creation Don't Always Trans-
late Into Benefits for the Taxpayer

D. Some Diversity is Desirable

E. Focus on Process of Creation and Con-
tinuation will Improve Use of the Vehicles

8: OMB promulgation of detailed policies, pro-
cedures, and requirements should include:

(a) Business case justification analysis
(GWACs as model).

(b) Projected scope of use (products and
services, customers, and dollar value).

(c) Explicit coordination with other vehicles/
entities.

(d) Ability of agency to apply resources to
manage vehicle.

(e) Projected life of vehicle including the estab-
lishment of a sunset, unless use of a sunset
would be inappropriate given the acquisitions
made under the vehicle.

(f) Structuring the contract to accommodate
market changes associated with the offered
supplies and services (e.g., market research,
technology refreshment, and other innovations).

(9) Ground rules for use of support contractors
in the creation and administration of the vehicle.

(h) Criteria for upfront requirements plan-
ning by ordering agencies before access to
vehicles is granted.

(i) Defining post-award responsibilities of the
vehicle holders and ordering activities before
use of the vehicle is granted. These criteria
should distinguish between the different sets
of issues for direct order type vehicles versus
vehicles used for assisted buys, including data
input responsibilities.

(j) Guidelines for calculating reasonable
fees, including the type and nature of
agency expenses that the fees are expected
to recover. Also establish a requirement for
visibility into the calculation.

(k) Procedures to preserve the integrity of the
appropriation process, including guidelines
for establishing bona fide need and obligating
funds within the authorized period.

(I) Require training for ordering agencies’ per-
sonnel before access to the vehicle is granted.
(m) Use of interagency vehicles for contracting

during emergency response situations (e.g.,
natural disasters).
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Findings Recommendations

(n) Competition process and requirements.
(o) Agency performance standards and metrics.
(p) Performance monitoring system.

(g) Process for ensuring transparency of
vehicle features and use.

e Defined point of contact for public
—Ombudsman.

(r) Guidance on the relationship between
agency mission requirements/core functions
and the establishment of interagency vehicles
(e.g., distinction between agency expansion of
internal mission-related vehicles to other agen-
cies vs. creation of vehicles from the ground
up as interagency vehicles)

E. Focus on Process of Creation and Continu- 9: OMB conduct a comprehensive, detailed
ation will Improve Use of the Vehicles analysis of the effectiveness of Panel recom-
mendations and agency actions in address-
ing the findings and deficiencies identified in
the Acquisition Advisory Panel Report. This
analysis should occur no later than three years
after initial implementation with a continuing
requirement to conduct a new analysis every
three years.

B. Background

Interagency contracting has been recognized as one of the fastest growing fields in fed-
eral acquisition. In Fiscal Year 2006, the two leading programs, the Federal Supply Sched-
ules Program and the GSA’s Governmentwide Acquisition Contracts (“GWACs”) provided
over $46 billion of supplies and services to federal agencies (GSA-managed Schedules:
$35.1 billion; VA-managed Schedules: projected to be well over $8 billion [FY 2005 sales
were $7.9 billion]; GSA GWACs: $3.0 billion).® These and other interagency contract vehi-
cles, offered by other federal agencies under GWAC or multi-agency contract authorities,
have been gaining increasing popularity due to the ease of use associated with streamlined
ordering and the apparent value afforded by volume purchasing. Federal Procurement Data
System - Next Generation (“FPDS-NG”), in its first year of reporting the spending under
interagency contract vehicles, shows that 40 percent of total fiscal year 2004 obligations, or
$142 billion, was spent on these vehicles.

¢ Source: GSA Data, “Contractors Report of Sales - Schedule Sales FY 2006 Final” dated 10/24/2006.
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Percent of Government-wide Spend
on Interagency Contact Vehicles for FY 2004

Total Government Spend=%$352,435,113,606

I Interagency Contract

Interagency Spend ($142 Billion)

Contract Spend 60%

B Non-Interagency Contract
Spend ($210 Billion)

Non-Interagency
Contract Spend 60%

Source: Ad-Hoc Report prepared for Panel by the Federal Procurement Data Center (FPDC), Aug. 2006.
Interagency contracting spend was defined, in part, as fiscal year obligations under any indefinite delivery vehicle
that was not coded in FPDS-NG for use by only one agency.

In addition to these interagency contract vehicles, GSA and other agencies, referred to
as “Interagency Assisting Entities” were authorized to provide interagency acquisition sup-
port services based on enactment of the Government Management Reform Act (“GMRA”)
of 1994 or other intragovernmental revolving (“IR”) fund authority. According to the 2003
GAO study, thirty-four IR funds were created to provide common support services to meet
federal agency requirements.” Twelve of these IR funds, including five of the six franchise
fund pilots specifically authorized by GMRA, have “explicit authority” to charge and retain
fees for an operating reserve.® To fulfill customer requirements, these interagency assist-
ing entities either utilize existing interagency contract vehicles such as GSA’s Schedules
Program or other multi-agency contracts, or establish their own contracts utilizing Federal
Acquisition Regulation (“FAR”) procedures. Recently, several of these IR funds have come
under scrutiny because of improper use of the GSA Schedules Program and for question-
able retention of expired customer funds.’ From a customer agency’s perspective, the
availability of numerous direct and indirect interagency contract vehicles, along with their
multilayered usage schemes, provides an array of useful tools to better meet agency require-
ments, but at the same time creates accountability challenges associated with effectively
managing contracts and tracking funds.

Due to their heavy usage of interagency contract vehicles, several agencies, including
DoD, have become increasingly cognizant of the aggregate amount of the fees charged by
GSA and IR funds for use of their vehicles and services. There has also been a growing rec-
ognition, driven in part by congressional oversight, of the challenges of tracking the fund-
ing transferred to other agencies under such vehicles and ensuring compliance with the

7 U.S. GAO, Budget Issues: Franchise Fund Pilot Review, GAO-03-1069 (Aug. 2003).
8 Id. at 4.

% See e.g., Shane Harris, Bad to Worse, Government Executive (Sept. 15, 2004), http://www.govexec.
com/features/0904-15/0904-15newsanalysis2.htm; U.S. DoD IG, DoD Purchases Made through
the General Services Administration, D-2005-096 (Jul. 2005); U.S. GAO, Franchise Funds Provide
Convenience, but Value to DoD is Not Demonstrated, GAO-05-456 (Jul. 2005).
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Antideficiency Act (“ADA”) and other fiscal laws.'® Recently, the DoD IG issued a follow-up
audit of financial procedures for DoD use of non-DoD contracts, finding that the Depart-
ment potentially incurred an additional 69 ADA violations using non-DoD contracts since
its previous audit." These are among the major concerns driving agencies to bring con-
tracting for requirements in-house by establishing their own enterprise-wide contracting
vehicles. The U.S. Navy's SeaPort and SeaPort-e are recent examples of this enterprise-wide
acquisition strategy.

When examining federal interagency transactions, the Economy Act provides important
insight in classifying the type and authority associated with the transactions. Certain inter-
agency transactions are governed exclusively by the Economy Act and its controls, which
most notably involve restrictions on funds transfer and usage. In addition, the Economy
Act currently serves as an overarching interagency transactional authority that applies when
more specific authority for the transaction does not exist. Increasingly a greater number of
transactions are falling outside the control of the Economy Act. Today, most of the widely
used interagency contract vehicles such as the GSA Schedules program and GWACs are
not governed by the Economy Act, but by specific statutes and regulations. To address this,
DoD issued guidance on financial management policy for non-Economy Act transactions
utilizing non-DoD contracts.?

Described below are brief overviews of these vehicles and entities.

1. Types of Interagency Contract Vehicles

a. Multi-Agency Contract

The authority for interagency acquisitions comes from specific statutory authority (e.g.,
Government Employees Training Act) or, when specific statutory authority does not exist, the
Economy Act. The Economy Act of 1932, as amended,'® authorizes an agency to place orders
for goods and services with another government agency when the head of the requesting
agency determines that it is in the best interest of the government and decides ordered goods
or services cannot be provided as conveniently or cheaply by contract with a commercial
enterprise. Congress amended the Act in 1942 to allow military servicing agencies the author-
ity to contract and extended the authority to the civilian agencies in 1982. Congress further
amended the Act under the Federal Acquisition Streamlining Act of 1994 (“FASA”)' to
require advance approval by a requesting agency’s Contracting Officer (or, as implemented in
FAR 17.503(c), an official designated by the agency head) as a condition for using Economy
Act authorities, as well as establishment of a system to monitor procurements awarded under

0 For example: U.S. DoD IG, FY 2005 DoD Purchases Made Through the General Services
Administration, D-2007-007 (Oct. 2006); U.S. DoD IG, Report on FY 2005 DoD Purchases Made Through
the Department of the Treasury, D-2007-032 (Dec. 2006); U.S. DoD IG, FY 2005 Purchases Made Through
the Department of Interior, D-2007-044 (Jan. 2007); Memorandum from the Under Secretary of Defense
(Comptroller) to Secretaries of the Military Departments, et al., Proper Use of Interagency Agreements
with Non-Department of Defense Entities Under Authorities Other Than the Economy Act (Mar. 27, 2006)
and Non-Economy Act Orders (Oct. 16, 2006) http://www.acq.osd.mil/dpap/specificpolicy.

I U.S. DoD IG, Potential Antideficiency Act Violations on DoD Purchases Made Through Non-DoD
Agencies, D-2007-042, ii (Jan. 2007).

2 Memorandum from the Under Secretary of Defense (Comptroller) to Secretaries of the Military
Departments, Non-Economy Act Order, (Oct. 16, 2006) http://www.acq.osd.mil/dpap/specificpolicy.

3 31 U.S.C. 1535.

14 Pub. L. No. 103-355, Title I, § 1074, Oct. 13, 1994, 108 Stat. 3243, 3271.
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the Act. FASA provided additional specific conditions that must be met before making Econ-
omy Act transactions. Namely, unless the servicing agency is specifically authorized by law or
regulation, in order to utilize a servicing agency’s contract, the requesting agency must docu-
ment (verify or demonstrate or certify) that the servicing agency has either an appropriate
pre-existing contract available for use or that it has specialized expertise that is not resident
within the requesting agency.'®

According to the FAR, “multi-agency contract” means “a task-order or delivery-order
contract established by one agency for use by Government agencies to obtain supplies and
services, consistent with the Economy Act.”!® As stated in the 1932 House Report of the
72d Congress, the legislative intent behind the creation of multi-agency contracts was the
administrative efficiency and cost savings associated with the utilization of an existing con-
tract by other agencies with similar needs.

Out of this broad interagency contracting authority evolved several more targeted ini-
tiatives, such as statutory authorities providing for the GWACs. GWACs were established
pursuant to the Clinger-Cohen Act, 40 U.S.C. 11314(a)(2) (formerly cited as 40 U.S.C.
1424(a)(2)), for information technology. GWACs, although a subset of multi-agency con-
tracts, are distinguished from non-GWAC multi-agency contracts in terms of the governing
statute. For this reason, GWACs are often referred to as separate interagency contract vehi-
cles throughout this report. In addition, executive agencies may enter into indefinite-deliv-
ery/indefinite-quantity (“IDIQ") contracts under which delivery orders (for supplies) or
task orders (for services) may be issued.'” FASA clarified the authority for use of IDIQ task
and delivery order contracts. IDIQ contracts may be single award or multiple award, and,
in either instance, the contract may permit orders to be placed by agencies other than the
contract holder. The GSA Schedules are another form of interagency contract. Although the
Schedules were in use prior to 1984, the Competition in Contracting Act provided express
authority for the Schedules.!® Today, the Economy Act remains the overarching interagency
contracting authority and applies only when more specific statutory authority does not
exist (FAR 17.500(b)).

When using those multi-agency contracts that are governed by the Economy Act,
the ordering agency (i.e., requirement agency) is required to support its action through
a written Determination and Finding (“D&F”) approved by its contracting officer or by
another official specifically designated by the agency head.!” A D&F is a special form of
written approval by an authorized official that is required by statute or regulation as a
prerequisite to taking certain contract actions.”” Once this D&F is in place, typical order-
ing procedures established by the multi-agency contract’s host agency include: a) cus-
tomer agency submits a requirements package, including necessary funding and fees, to
the host agency contracting officer; b) the host agency contracting officer requests price/
cost and technical proposals from contractors in the program; c) customer and contract-
ing officer evaluate proposals and make a best value determination; d) the host agency

15 FASA § 1074(b)(2).

16 FAR 2.101.

1710 U.S.C. §§ 2304a-2304d; 41 U.S.C. § 253(h).
18 41 U.S.C. § 259.

19 FAR 17.503(c).

20 FAR 1.701.
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contracting officer awards a task/delivery order to the winning vendor; and e) the order
is jointly administered by the host agency contracting officer and the customer agency’s
technical managers.”! The solicitation and evaluation of proposals for task/delivery
orders must be consistent with the fair opportunity requirement of FAR 16.505(b)(1).
Due to a lack of government-wide coordination and relative ease of creation, it is not
known how many non-GWAC multi-agency contracts (IDIQ contracts) are currently in
place or how many purchases have been made through these contracts (although FPDS-NG
gathers such information, the reliability of the data has yet to be verified). Several of the
relatively well known multi-agency contracts are managed by the Defense Information Sys-
tems Agency (“DISA”), which features thirteen multiple award IDIQ contracts available for
both internal and external agency customers (see http://www.disa.mil/main/support/con-
tracts/idiq.html). Its “ENCORE" contracts provide Information Technology (“IT”) solutions
to DoD and other federal agencies. The multiple award IDIQ contracts have a seven-year,
$2 billion ceiling, and the orders are placed by the DISA contracting officers at one percent
fees.

b. Governmentwide Acquisition Contracts

Governmentwide Acquisition Contracts (“GWACs”) are a subset of multi-agency con-
tracts. However, unlike non-GWAC multi-agency contracts, they are not subject to the
requirements and limitations of the Economy Act. The FAR defines a GWAC as-

A task-order or delivery-order contract for information technology estab-
lished by one agency for Governmentwide use that is operated—

(1) By an executive agent designated by the Office of Management and
Budget pursuant [to section 5112(e) of the Clinger-Cohen Act, 40
U.S.C. 11302(e)]; or

(2) Under a delegation of procurement authority issued by the General
Services Administration (GSA) prior to August 7, 1996, under authority
granted GSA by former section 40 U.S.C. 759, repealed by Pub. L. 104-
106. The Economy Act does not apply to orders under a Government-
wide acquisition contract.??

From 1965 until 1996, GSA was the sole authority for the acquisition of IT and tele-
communications across the entire federal government. The authority was set forth in Sec-
tion 111 of the Federal Property and Administrative Services Act of 1949 and was referred
to as the Brooks Act. The Brooks Act was repealed in 1996 by the Clinger-Cohen Act, which
vested government-wide responsibility for IT in the Office of Management and Budget
(“OMB”). Having been delegated IT procurement authority from GSA prior to the enact-
ment of Clinger-Cohen Act, GSA’s Federal Technology Service (“FIS”) operated under the
previously granted authority. Beginning in 2000, all agencies offering GWAC programs
were required to report revenues and costs in accordance with OMB guidance and federal
financial accounting standards.

2 See e.g. DISA ENCORE multi-agency contract ordering process at http://www.ditco.disa.mil/hq/
contracts/encorchar.asp.

22 FAR 2.101.
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As of September 2005, there were four executive agents with GWAC authority: the
Department of Commerce (“DOC”), GSA%, the National Aeronautics and Space Admin-
istration (“NASA”), and the National Institutes of Health (“NIH"). (The ITOP GWAC
program previously managed by the Department of Transportation (DOT) was relocated
to GSA in June 2004). As part of its executive agent designation, OMB requires that these
agents submit an initial business case, annual activity reports, and a quality assurance plan
(“QAP”) covering, among other things, training of executive agent staff and customers,
order development and placement, procedures for implementation of orders including
contract administration responsibilities, and management review.>* OMB stated that it
intended the GWAC QAPs to “serve as models that may be adopted and tailored by other
agencies that manage a significant amount of interagency acquisitions.”?* Due to manage-
ment controls by OMB over their creation and continuation, existing GWAC programs are
well-defined when compared to other IDIQ multi-agency contracts.

Accessing a GWAC is done in two different ways. In a usual situation, a customer
agency (i.e., requesting agency) chooses an appropriate GWAC program to use and enters
into a memorandum of understanding or an interagency agreement with the host agency
(i.e., servicing agency). It then forwards a requirements package, including project fund-
ing and fees, to the host agency for assisted acquisition service. Typically, upon acceptance,
the host agency contracting officer issues a solicitation among the contractors within the
program and, with the assistance of the customer agency, evaluates the proposals received.
A task or delivery order is then issued by the host agency’s contracting officer and the
resulting order is managed jointly by the technical representatives of the customer agency
and the host agency’s contracting officer. In contrast, when direct order and direct bill-
ing authority is available, the customer agency may choose to manage its own project and
funding after receiving the delegation of authority from the host agency. In this scenario,
a customer agency follows the ordering procedures set forth by the host agency to solicit
proposals and make award directly to the contractor, and thus, no interagency transfer of
funds is needed.

The legislation authorizing GWACs did not provide meaningful guidance with respect
to how financial transactions should be accounted for and fees managed under these con-
tracts. As a result, according to GAO, host agencies are left to choose on their own whether
these transaction fees “would be accounted for through existing revolving funds or in
standalone accounts.”?® As of July 2002, GSA and NIH operated under revolving funds,
while NASA and DOC operated their GWACs in standalone reimbursable accounts.?” This
issue of fee management is discussed in more detail in a later section of this report.

A closer look into each of the GWACs follows:

2 Initially managed by the Federal Technology Service (“FIS”) at GSA. However, the General Services
Administration Modernization Act created the Federal Acquisition Service (“FAS”) by consolidating the
FTS and the Federal Supply Service. See Pub.L. 109-313, § 2(c), Oct. 6, 2006.

24 Executive Agent Designation Letter and Additional Provisions (on file with OFPP).
% Id.

26 U.S. GAO, Contract Management: Interagency Contract Programs Need More Oversight, GAO-02-743, 9
(July 2002).
27 1d.
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Governmentwide Acquisition Contracts (GWACs)

Contract Description Ceiling # Contracts Term (incl. Fee Top
options) Customers

Department of Commerce (DOC)

COMMITS Commerce Information $1.5B N/A 8/2000- N/A DOC, EPA,
Technology Solutions 6/2009 DoD
(COMMITS) - Set-aside
for SB
COMMITS Commerce Information $8B 55 1/2005- 0.5%- DOC
NexGen Technology Solutions 1/2015 1.75%
(COMMITS) NexGen - Set-
aside for SB

General Services Administration (GSA)

ANSWER Applications’ Support for $25B 10 12/1998- 0.75% HHS, Air
Widely-diverse End-user 4/2009 Force, Army
Requirements (ANSWER)

Millennia Provides Large System $25B 9 4/1999- 0.75% EPA, Army,
Integration and Develop- 4/2009 (Capped at | DHS
ment Projects $25,000)

Millennia Lite | Provides IT Solutions in $20B 36 4/2000- 0.75% Army, Air
Four Functional Areas 4/2010 Force, HHS

HUBZone Historically Underutilized $2.5B 61 (36 1/2008- 0.75% DOJ, EPA,
Business Zone (HUBZone) Awardees) 1/2008 Navy
- Set-aside for HUBZone
SB

8(a) STARS | 8(a) Streamlined Technol- $15B 423 6/2004- 0.75% Air Force,
ogy Acquisition Resources 6/2011 Army, DoD

for Services (STARS) - Set-
aside for 8(a); Replaced
8(a) FAST

VETS Veterans Technology Ser- $5B 44 est. 2007-2017 0.75% N/A
vices (VETS) - Set-aside for
Service-Disabled Veteran-
Owned SB

(Alliant) (Coming soon); Will $50B 25-30 10yrs 0.75% N/A
replaces ANSWER, Millen-
nia, & Millennia Lite

(Alliant SB) | (Coming soon); Set-aside $15B 20 est. 10yrs 0.75% N/A
for SB

Department of Health and Human Services (HHS)

CIO-SP2i Chief Information Officer $19.5B 45 12/2000- 0.5%-1% HHS, DoD,
Solutions and Partners 2 12/2010 DOT
Innovations

IW2nd Image World 2 New $15B 24 12/2000- 0.25%-1% DoD, Trea-
Dimensions 12/2010 sury, USDA

ECS Il Electronic Commodity $6B 65 11/2002- 1% DoD, HHS,
Store (ECS) lll 11/2012 DOJ
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Governmentwide Acquisition Contracts (GWACs)

Contract Description Ceiling # Contracts Term (incl. Fee Top
options) Customers

National Aeronautics and Space Administration (NASA)

SEWRP Il Scientific and Engineering 4-4.5B 25 (16 Various 0.65% with | DoD, GSA,
Workstation Procurement Awardees) (7/2001- $10,000 NASA,
(SEWP) - IT Products 9/2007) Order Cap | DOJ, HHS
SEWP IV (Coming Soon); Scientific $5.6B 26-39 est. 7yrs 0.65% with | N/A
and Engineering Worksta- $10,000
tion Procurement(SEWP) IV Order Cap
- IT Products

Source: Compiled by Panel staff from OFPP Survey/Data Call, Agency websites and publications, and Agency
Representatives.

c. GSA Schedules Program

The GSA Schedules Program is also known as the Federal Supply Schedule (“FSS”) Pro-
gram or the Multiple Award Schedules (“MAS”) Program. Pursuant to the authority granted
to GSA as a centralized federal procurement and property management agency, GSA took
over the management of the “General Schedule of Supplies” from the Department of the
Treasury, and this evolved into what is now known as the GSA Schedules Program. The
GSA Schedules have a separate authorizing statute.?®

While the GSA's pricing policies and procedures have evolved over time, GSA’s core objec-
tive has remained unchanged— “to use commercial terms and conditions and the leverage
of the Government’s volume buying to achieve the best possible prices and terms for both
customers and taxpayers.”? To this end, GSA utilizes Most Favored Customer (“MFC") pric-
ing; an approach whereby GSA negotiates with its vendors for the best prices afforded their
preferred customers for like requirements of similar scale. Accordingly, the essence of GSA
Schedule contract price analysis is comparison of the offered prices to prices paid by oth-
ers for the same or similar items (including services), under similar conditions. This pricing
approach, combined with GSA’s Price Reductions clause,* is intended to operate to ensure
that a specific pricing relationship is maintained throughout the duration of the contract.

There has been, however, some criticism of MFC pricing, in that it may inflate prices
by forcing contractors to set prices based on a minimum order quantity. It is argued that,
without any firm commitment for a definite order quantity, and to avoid trigging the Price
Reductions clause, contractors attempt to avoid risk by offering a ceiling price for a single
unit rather than the most competitive price. In addition, witnesses before the Panel sug-
gested that the MFC price technique may not be suitable for pricing commercial services.
They pointed out that the commercial market, in contrast to the MFC pricing technique,
utilizes dynamic pricing for services based on the labor mix for a specific task rather than
relying on prearranged standard labor rates.?

% 41 US.C. § 259.
22 FSS Procurement Information Bulletin 04-2 (internal GSA document).
30 GSAM 552.238-75.

3 Test. of Geraldine Watson, GSA, AAP Pub. Meeting (Aug. 18, 2005) Tr. at 16-20; Test. of Bhavneet
Bajaj, Technology Partners, Inc., AAP Pub. Meeting (Mar. 17, 2006) Tr. at 161-167.
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As of October 2006, GSA administered 42 Schedules providing more than 11.2 mil-
lion different commercial services and products through its 17,862 contracts.*? Within
each Schedule, supplies and services are categorized by what are referred to as Special Item
Numbers (“SINs”). SIN 132-51 for “Information Technology Services” under Schedule 70
(General Purpose Commercial Information Technology Equipment, Software, and Ser-
vices) is one of the most widely used SINs in the entire Schedules program. There are 1,278
SINs under the 42 Schedules.

The significance of the GSA Schedules Program in today’s federal contracting landscape
is easily seen by looking at the sales figures in recent years. In Fiscal Year 2006, sales under
the program were $35.1 billion,** representing 3.8 percent annual growth (note: this is a
significant drop from 8.9 percent during FY 2005 and 21.5 percent growth during the previ-
ous year). During the last ten years, GSA Schedule sales have experienced over 20 percent
average annual growth.?*

Within the GSA Schedules Program, the professional services offerings, such as the Mis-
sion Oriented Business Integrated Services (“MOBIS”), the Professional Engineering Services
(“PES”), and the Financial and Business Solutions (“FABS”) Schedules, have shown a notable
increase in sales in recent years. Combined, the sales under the three Schedules in Fiscal Year
2006 were $6.5 billion.* During the last three years, their combined sales have grown by 79
percent, indicating a growing demand for professional services. In comparison, after rapid
growth in the late 1990s, the sales under the IT Schedule (Schedule 70), have shown signs
of continued but less dramatic growth. Its sales grew by less than one percent during Fiscal
Year 2006.% Still, the IT Schedule sales in Fiscal Year 2006 were $17.0 billion, accounting for
approximately 48.3 percent of total Schedule sales.

Sales Under the GSA Schedules Program (Excluding VA Schedules)
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32 Source: GSA Data, “October FY 2007 MONTH END Sales and Contracts in Effect Reports” dated
11/30/2006.

3 In addition, sales under the medical Federal Supply Schedules program managed by the Department of
Veterans Affairs are estimated to be well over $8 billion in FY 2006. Its sales in FY 2005 were $7.9 billion.

34 Source: GSA Data, “October FY 2007 MONTH END Sales and Contracts in Effect Reports” dated
11/30/2006.

3 Individually, FY 2006 sales under the three Schedules are as follows: 874 MOBIS ($3.19 billion),
871 PES ($2.57 billion), 520 FABS ($749 million). GSA Data, “October FY 2007 MONTH END Sales and
Contracts in Effect Reports” dated 11/30/2006.

36 Sales under the 70 IT Schedule grew by 0.47 percent in FY 2006. GSA Data, “October FY 2007
MONTH END Sales and Contracts in Effect Reports” dated 11/30/2006.
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As of October 2006, of the 17,862 Schedule contracts, about 81 percent were awarded
to small businesses. Small business received 37.6 percent or $13.2 billion of the $35.1 bil-
lion Schedule sales in FY 2006. Compared to the previous three fiscal years, the small busi-
ness participation in the Schedules Program has grown steadily greater.?”

The Program is intended to provide federal agencies with a simplified process for
obtaining commonly used commercial supplies and services at prices associated with vol-
ume buying. Using commercial item acquisition procedures in FAR Parts 12, 15, 16, and
38, GSA awards indefinite delivery contracts to commercial firms to provide supplies and
services at stated prices for given periods of time. The operating assumption is that the
price for such supplies and services has been tested in the market, and that a price can be
established as fair and reasonable without an initial price competition among multiple
offerors. Schedule contracts allow for orders to be issued on a firm-fixed-price, fixed-price
with economic price adjustment, or on a time-and-materials basis. The contracts are
known as “evergreen” and are typically awarded with a 5-year base period and three 5-year
options. They include conditions under which a contractor may offer a price discount to
authorized users without triggering mandatory across-the-board price reductions. Under
the GSA Schedule Program’s continuous open solicitation policy, offers for commercial
supplies or services may be submitted at any time. Similarly, contractors may request to
add supplies/services to their contracts at any time during the term of their contracts.

Prior to awarding a Schedule contract, GSA determines the contractor to be responsible
in accordance with FAR Subpart 9.1, negotiates and approves an acceptable subcontracting
plan from large businesses, and negotiates and awards fair and reasonable pricing based on
the firm’s Most Favored Customer rates. Because GSA performs much of the up-front work,
agencies then benefit from a streamlined ordering process. A study conducted by GSA
indicates that, notwithstanding the difference in the items being acquired, it takes users an
average of 15 days to issue an order under a Schedule contract compared to an average of
268 days to put a stand alone contract in place.®

Competition and the Use of e-Tools

e-Buy is an online Request for Quotation (“RFQ”) tool designed to facilitate the request
for and submission of quotations or proposals under the Schedules program. It is also
available for GSA GWACs. When using the e-Buy system, ordering agencies first prepare
a simple RFQ or a detailed RFQ including Statement of Work and evaluation criteria per
FAR 8.405-2(c). The agencies then select one or more appropriate Special Item Numbers
(“SINs”) under applicable Schedules. Among the list of vendors under the selected SINSs,
the agencies select the ones to send e-mail notifications. The rest of the vendors within the
selected SINs can still view the RFQ under the bulletin board and submit quotations.

For example, an ordering agency with a requirement for an IT business improvement
task may choose SIN 132-51, IT Services, under the Schedule 70-Information Technology
and SIN 874-1, Consulting Services, under the Schedule 874- MOBIS. The e-Buy system
will show the list of 3,966 vendors available under SIN 132-51 and 1,703 vendors under

37 Source: GSA Data, “Final FY 2006 Schedule Data - Contracts in Effect, “Contractors Report of Sales
- Schedule Sales FY 2006 Final” dated 10/24/2006.

3 John W. Chierichella & Jonathan S. Aronie, Multiple Award Schedule Contracting, 41 (Xlibris Corp.
2002) (citing Impact of FAR 8.4 Comparison Analysis of Customer-Elapsed Time Savings (1998)).
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SIN 874-1 (numbers as of 1/13/2006). The agency will then select the vendors to whom to
send e-mail notifications about the RFQ (“select all vendors” is also an available option).
However, the rest of the vendors within the two SINs may still view the RFQ in the bulletin
board and submit quotes. Under FAR 8.405-2(d), the ordering agencies must evaluate all
responses received. The agency can determine a reasonable response time.

Postings on e-Buy have been continually increasing since its inception in August 2002.
In FY 2003, 13,282 notices were posted. Postings increased to 25,582 in FY 2004 and
41,179 in FY 2005. Finally, in FY 2006, there have been 48,423 postings representing an
approximately 18 percent increase in usage over the previous year. On average, three quotes
have been received per closed RFQ during FY 2005 and FY 2006.

e-Buy Usage
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d. Enterprise-wide Contract Vehicles

An emerging contract vehicle that is modeled after interagency vehicles is the so-
called enterprise-wide contract. As these vehicles are intended to serve as an alternative
to interagency contracts, they share certain features with those vehicles (IDIQ ordering
vehicles), but their use is generally confined within the boundaries of a single agency.
Because of their similarities to interagency vehicles and the fact that a growing number are
being established within agencies as alternatives to existing interagency vehicles, the Panel
expanded its review and recommendations to cover these vehicles.

Enterprise-wide contract vehicles are intra-agency IDIQ contracts established solely
for use by an agency’s major internal constituent sub-organizations. Such vehicles do not,
however, operate under the more flexible statutory authority enjoyed by GSA for the Sched-
ules program. The agency creates these vehicles for a variety of reasons, which include:
ability to tailor requirements for agency-unique purposes; improved consistency of pro-
cesses and requirements across the enterprise; ability to establish and enforce inclusion of
tailored terms and conditions; perception of reduced administrative overhead, availability
of better spend analysis information; ability to aggregate requirements; and avoidance of
incurring the fees that would otherwise be sent to the GSA or another outside agency.
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An example of such a vehicle is the SeaPort-e program administered by Naval Sea Sys-
tems Command (“NAVSEA”). SeaPort-e is a program intended to improve the acquisition
of services across 22 functional areas using IDIQ contracts awarded in seven regional zones
covering the United States. NAVSEA claims that SeaPort-e offers many of the same advan-
tages as interagency contract vehicles, such as streamlined acquisition of services, while
also providing for improved collection of business intelligence data,* additional competi-
tion, and the ability to measure performance in such areas as customer satisfaction. Other
agencies, such as DHS and the United States Postal Service have established additional
enterprise-wide vehicles as alternatives to existing interagency contract vehicles.

As of December 2006, the SeaPort-e program awarded 935 prime contracts with a
yearly rolling admissions process.*® SeaPort-e is described as the Virtual SYSCOM’s*! “man-
datory acquisition vehicle of choice,” meaning that SYSCOM customers must obtain Senior
Executive Service (“SES”) or Flag Officer level approval to use an Interagency Assisting
Entity other than SeaPort-e.*> Even if a SYSCOM contracting officer executes an unassisted
award, he must obtain business case approval to use a vehicle other than SeaPort-e, such as
GSA’s Federal Supply Schedules program.

The stated goal of SeaPort-e is to eventually ensure that all Virtual SYSCOM work
within its scope falls under SeaPort-e unless it does not make business sense to do so.
Existing NAVSEA contracts will be allowed to expire and the work under them will be
migrated into SeaPort-e. The SeaPort-e program manager testified to the Panel that the
business intelligence data uniquely available under SeaPort-e should facilitate improved
strategic purchasing in the Virtual SYSCOM. He also testified that no additional Navy per-
sonnel were added or needed to manage the SeaPort-e program representing a significant
administrative savings to the Navy especially when compared to fees otherwise paid for the
use of other interagency contracts.*

e. Interagency Assisting Entities

Interagency Assisting Entities, such as the franchise funds, are not contracts, but are
part of the interagency contracting landscape. The Working Group decided to include
consideration of assisting entities in its review and recommendations for several reasons.
An agency’s use of an assisting entity involves relying on an outside organization for per-
formance of contracting functions. Assisting entities also rely almost exclusively on inter-
agency vehicles to meet customer agencies’ needs. Use of an assisting entity also involves
the transfer of funds from one agency to another.

While interagency funds transfer is generally prohibited by law, the Economy Act of
1932 provides a broad exception by allowing an agency to enter into an agreement to
provide goods or services to another federal agency. Under the Economy Act, the payment
from the client agency must be based on the “actual cost of goods or service” provided and

3 Relevant business intelligence data include information on spending by individual activities under
specific task orders for specific engineering services. Testimony of Jerome Punderson, NAVSEA, AAP Pub.
Meeting, (August 18, 2005) Tr. at 304.

40" See the List of Prime Vendors at: https://auction.seaport.navy.mil/Bid/PPContractListing.aspx.

4 The Virtual SYSCOM for purposes of SeaPort-e includes: NAVAIR, NAVFAC, NAVSUP, SPAWAR, and
NAVSEA. Punderson Test. at 296-297.

42 Id. at 299-303.
43 Id. at 345.
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the client agency is required to deobligate fiscal year funds at the end of the period of avail-
ability to the extent that these funds have not been obligated by the performing entity.*
However, when an interagency agreement is based on specific statutory authority other
than the Economy Act, funds availability and retention are governed by the specific legal
authorities. These specific legal authorities creating IR funds at the agency level describe the
funds’ purpose and authorized uses, and detail the receipts or collections the agency may
credit to the fund. In general, compared to the Economy Act, they provide “more flexibility
by allowing client agency funds to remain obligated, even after the end of the fiscal year, to
pay the performing IR fund.”*®

According to the study conducted by GAO in 2003, there were 34 IR funds operated
by various federal agencies providing common administrative support services on a reim-
bursable basis to other agencies.*® While most of these funds operate under similar legal
authorities providing “advances and reimbursements, as well as the carryover of unobli-
gated balances to recover the costs of accrued leave and depreciation,” twelve of these IR
funds, including five of the six franchise fund pilots, have explicit authority to charge for an
operating reserve and/or to retain funds for the acquisition of capital equipment and finan-
cial management improvements.*’

The Government Management Reform Act of 1994 authorized OMB to designate
six franchise fund pilots, and OMB subsequently designated pilots at the Departments of
Commerce, Veterans Affairs, Health and Human Services, Interior, and Treasury, and at
the Environmental Protection Agency. As a subset of IR funds, these franchise funds were
designed to be “[s]elf-supporting business-like entities providing common administrative
services on a fully reimbursable basis.”*> With the exception of the Interior and HHS, these
franchise funds have been granted permanent authorization.

Accordingly, most of the Interagency Assisting Entities provide contract support services
under IR fund authorities rather than the Economy Act. In particular, franchise funds are
provided in many cases with explicit or implicit authority to retain funds to maintain a cur-
rent operating reserve (e.g., depreciation, accrued leave, and contingencies) and to retain up
to an additional four percent of total annual income for the acquisition of capital equip-
ment, and for the improvement and implementation of capital improvements in financial
management, I'T, and other support systems. This authority to retain funds provides great
operating flexibility to those six agencies that are granted franchise fund authority.

From a contract administration standpoint, this arrangement creates unique chal-
lenges. A typical transaction may involve multiple parties including the customer agency’s
program office, its contracting officer, its finance office, the assisting entity’s contracting
officer, the assisting entity’s finance office, and the contractor. A recent GAO report pointed
out that the customer agency and the franchise fund, who “share responsibility for ensur-
ing value through sound contracting practices such as defining contract outcomes and over-
seeing contractor performance,” had not adequately defined requirements and delineated

4 GAO-03-1069 at 15.

5 1d.

46 1d. at App III.

4 Id. at 4.

4 Pub. L. No. 103-356 § 403.
¥ GAO-03-1069 at 9.

237



responsibilities.’® The GAO report concluded that the two franchise funds, GovWorks and
FedSource, and DoD, had failed to coordinate to adequately “define outcomes,” “establish
criteria for quality,” and “specify necessary criteria for contract oversight” resulting in these
entities not being able to demonstrate value. *!

Listed below are several well-known Interagency Assisting Entities:

Agency Program Name Fund Type Authorization

DOI GovWorks Franchise Fund 31 U.S.C. 501 note
(GMRA), Reauthoriza-
tion Required

National Business Working Capital Fund | 43 U.S.C. 1467; 31
Center U.S.C. 1535 (Econ-
omy Act)

GSA Federal Systems Inte- | Acquisition Services 40 U.S.C. 321, 40
gration and Manage- Fund USC 501; 40 U.S.C.
ment Center (FEDSIM) 11302(e); Permanent
FTS Client Support
Center

Treasury FedSource Franchise Fund 31 U.S.C. 322, note

(GMRA); Permanent
(PL 108-447 §219)

Veterans Affairs BuylT.gov Franchise Fund GMRA, Permanent (PL
109-114 §208)
HHS Program Support Service and Supply 42 U.S.C. 231;
Center Fund, Franchise Fund | GMRA, Reauthoriza-

tion Required

2. Parties Involved in Interagency Contracting

The Panel has identified four groups or stakeholders involved with interagency contract
vehicles who have distinct and different sets of interests and perspectives. The first group
includes the holders of the requirements within the agencies. The second includes the hold-
ers of the vehicles as well as the assisting entities who use the vehicles as a means of satisfying
the acquisition needs of the holder of a requirement in another agency or activity. The third
group consists of the contractors with the federal government under the vehicles. The fourth
group includes the oversight organization within the Executive Branch, as well as Congress,
charged with protecting the interest of the ultimate stakeholder, the taxpayer.

3. Creation and Continuation in Interagency Contracting

Several types of interagency contract vehicles, as well as enterprise-wide contracts, pro-
vide for varying levels of internal procedural uniformity and monitoring with respect to
their creation. While these procedures and types of monitoring vary in their effectiveness, it
is important to review the current landscape.

%0 GAO-05-456 at 2.
S Id. at 21.
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GSA’s Schedules Program. GSA has established a formal written policy for both the
establishment and continuation of schedules and SINs. The policy, contained in “GSA Form
1649-Notification of Federal Supply Schedule Improvement Process” requires business case
approval for establishment of new schedules and SINs. This policy also requires that existing
schedules and SINs must meet certain annual revenue criteria to continue in the program.

GWACs. OMB's Executive Agent Designation and Redesignation process requires GWAC
holders, or Executive Agents, to submit business cases and yearly reports to OMB for
review and approval or redesignation. Approved Executive Agents are required to submit a
business case (Appendix A) that addresses the agency’s continued suitability, the amount
and source of demand, value to the government including performance metrics, contract-
ing practices (e.g., fair opportunity, small business participation, and performance-based
acquisition (“PBA”)), management structure, and the division of roles and responsibilities
between the Executive Agent and its customer agencies.

Franchise Funds. The initial application process, issued by OMB in 1995, required
agencies to address criteria to help OMB determine agency suitability and capacity to
manage a franchise fund (Appendix B). The franchise funds are required, through the
budget process, to report on specific financial management elements but do not include
reporting on contracting practices. Such funds are evaluated on the basis of revenue and
customer satisfaction.

IDIQ Contracts. Any agency may award IDIQ contracts-single or multiple award-that
permit orders to be placed by other agencies.

Enterprise-wide Contracts. There is no uniform policy for establishing or monitor-
ing these IDIQ contracts. According to the SeaPort-e Program Manager’s testimony to the
Panel, the decision to make SeaPort-e an enterprise-wide contract was driven among other
considerations by the need for business intelligence data not readily available through the
various interagency contracts that had previously been used to fulfill requirements. Sea-
Port-e reports a number of performance metrics to include cycle time to award, business
volume, small business participation and workload.>?

a. Incentives to Use Interagency Contract Vehicles

While acquisition reform streamlined the process for purchases under the simplified
acquisition threshold, purchasing above that threshold remains complex and technical.>
This is particularly true of services contracting which has become increasingly more sophis-
ticated and complex especially in the areas of information technology and professional and
management support. Services now account for over 60 percent of the government’s yearly
contract spending.”* In response to a Panel request for data, FPDS-NG provided the following
breakout of supplies and services purchased in Fiscal Year 2004 using interagency contracts:

52 NAVSEA presentation, AAP Pub. Meeting (Aug. 18, 2005) Tr. at 28 et seq for public testimony to
Panel, August 18, 2005.

5 U.S. GAO, Contract Management: Taking a Strategic Approach to Improving Service Acquisitions, GAO-02-
499T (Mar. 2002).

54 Federal Procurement Report for FY 2005 available on-line at https://www.fpds.gov.
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Services to Product Breakout for FY 2004
Interagency Contract Spend

Total Interagency Contract Spend= $139,346,384,302

Services 62% Products 38%

M Products ($53 Billion)

H Services ($86 Billion)

Source: Ad-Hoc Report prepared for Panel by the Federal Procurement Data Center (FPDC), Nov. 2005

A number of factors have led agencies to turn to interagency contract vehicles to meet
demands for services. The major factors are summarized below.

(i) Workforce. The reliance on interagency contracts and their proliferation has been
driven to a significant degree by reductions in the acquisition workforce accompanied by
increased workloads and pressures to reduce procurement lead-times. In its testimony
on the High Risk Update in February 2005,5> GAO stated: “These types of contracts have
allowed customer agencies to meet the demands for goods and services at a time when
they face growing workloads, declines in the acquisition workforce, and the need for new
skill sets.” Interagency contracts allow requiring agencies to meet mission needs while
focusing human capital resources on core mission rather than procurement. For instance,
the chart below shows the interrelationship of the DoD workforce reductions mapped
against overall growth in GSA’s Federal Supply Schedules program. Although DoD and
NASA have recently issued guidance or procedures for activities to follow for using inter-
agency vehicles, agencies have not issued general guidance or procedures for reviewing
and determining the best vehicles for meeting agencies” mission needs.

55 U.S. GAO, GAO's 2005 High-Risk Update, GAO-05-350T, at 18 (Feb. 2005).
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Federal Schedules Use-DOD Workforce Comparison*
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(ii) Funding Constraints. Workforce pressures alone have not fueled the increased use of
interagency contracts. The Panel heard testimony from government witnesses that the fund-
ing profiles have placed significant pressures on requiring agencies that can lead them to
want to “park” one-year money with holders of vehicles that can offer the benefit of extend-
ing the use of customer funds into a subsequent fiscal year.”® Franchise funds, in particular,
offer the ability to retain funds beyond an appropriations period to customers if they are able
to demonstrate a bona fide need for the acquisition during the period in which the funds
are available. In fact, the Department of Interior (“DOI”) GovWorks franchise fund website
(http://www.govworks.gov) until recently contained a slide presentation via a link called
“The Right Choice” that emphasized this benefit in its marketing material.>”

DoD, the largest user of interagency contract vehicles, has taken a series of actions
to control the use of DoD funds under interagency agreements not governed by the
Economy Act. The most recent guidance from the Under Secretary of Defense (Comp-
troller), dated October 16, 2006, requires that all non-Economy Act orders greater than
$500,000 be reviewed by a DoD contracting officer prior to sending the order to the
non-DoD activity.”®* A memo issued on March 27 from the same source requires deob-
ligation of expired funds and establishes an availability limit of one year from the date
of obligation for funding for severable services. Funding for the acquisition of goods

¢ Test. of Lisa Akers, GSA, AAP Pub. Meeting (June 14, 2005) Tr. at 129; Test. of Timothy Tweed, DoD,
AAP Pub. Meeting (June 14, 2005) Tr. at 253.

57 GovWorks website now contains an explicit statement (answer #13 under Client Questions at http://
www.govworks.gov/home/fags.asp) opposing the use of GovWorks to park funds.

% Memorandum from the Under Secretary of Defense (Comptroller) to Secretaries of the Military
Departments, et al., Non-Economy Act Orders (Oct. 16, 2006); (http://www.acq.osd.mil/dpap/
specificpolicy).
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requires a certification that the acquisition represents a specific, bona fide need of the
fiscal year in which the funds are obligated.*”

(iii) Perceived Flexibilities. Agencies have also used interagency vehicles to avoid and
waive competition in order to retain the services of incumbent contractors.®® This is most
likely due to the fact that public synopsis is not required on these vehicles. Also, multiple
award contracts are viewed as desirable because they are perceived by some to provide for a
reduced basis for oversight through the protest process. Current management and oversight
systems enforce laws, regulations, and policies that clarify requirements regarding proper
use of the flexibilities associated with these vehicles, but agencies have recognized the need
for improvements in such systems.

According to a report by GAO, holders of the vehicles also added value to their offer-
ings, attracting both contractors and consumers.

In August 1997, GSA revised its acquisition regulations to expand access to
commercial products and services and to implement greater use of com-
mercial buying practices and streamline purchasing for customers. GSA
believed that these changes would lead to more participation in the MAS
[multiple award schedules] program by both large and small businesses—
procedures more consistent with commercial practice would increase com-
petition and thereby provide federal agencies a wider range of goods and
services at competitive prices. Beginning in the late 1990s, MAS program
sales increased significantly.®!

b. Incentives to Create Interagency Contract Vehicles

Interagency contracts also provide significant benefits to those agencies that create and
manage the vehicles. These contracts allow the holders of the vehicles to collect fees for
both assisted and unassisted buying. The GAO found that most of the interagency contracts
they reviewed reported excess revenues over costs for at least one year between 1999 and
2001.%2 The agencies collecting the fees not only use these revenues to support the opera-
tional costs of the interagency contract, but excess revenue from these vehicles has funded
other agency programs. For instance, GAO found that those agencies operating GWACs
under revolving funds used excess revenue to maintain fund operations or support other
programs under the revolving fund. GSA’s Federal Supply Schedules Program, also a revolv-
ing fund, realized revenue in excess of costs in the amount of $210.8 million from 1997
to 2001.% GAO noted in 2005 that this “...fee-for-service arrangement creates an incentive
to increase sales volume in order to support other programs of the agency that awards and

% Memorandum from the Under Secretary of Defense (Comptroller) to Secretaries of the Military
Departments, et al., Proper Use of Interagency Agreements with Non-Department of Defense Entities Under
Authorities Other Than the Economy Act (Mar. 27, 2006) (http://www.acq.osd.mil/dpap/specificpolicy).

%0 GAO-05-207 at 27.

' U.S. GAO, Contract Management: Opportunities to Improve Pricing of GSA Multiple Award Schedules
Contracts, GAO-05-229, at 5 (Feb. 2005).

2 U.S. GAO, Contract Management: Interagency Contract Program Fees Need More Oversight, GAO-02-734,
2 (July 2002).
3 GSA subsequently lowered the Industrial Funding Fee from 1 percent to 0.75 percent.
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administers an interagency contract. This may lead to an inordinate focus on meeting cus-
tomer demands at the expense of complying with required ordering procedures.”®*

c. Oversight Concerns

The lack of transparency and internal controls over the use and management of inter-
agency contracts has been at the core of the recent GAO and IG findings on the misuse of
these contracts in particular, and services contracts in general. Recent reports have been
particularly critical of Interagency Assisting Entities, such as the DOI's GovWorks Franchise
Funds, GSA’s Federal Technology Service’s Customer Support Centers and Department of
Treasury FedSource. ¢ In its High Risk Update Testimony in February 2005, GAO asserted
that it is not always clear where the responsibility for oversight lies.®® GAO’s High Risk
Series Update notes that interagency contracts are increasingly being used for the purchase
of services.®” Internal control weaknesses continued to be of concern in fiscal year 2007
with the DoD IG finding internal control weaknesses with assisting entity purchasing for
DoD.® GAO has made similar findings with respect to the use of interagency contract
vehicles by DHS.®

4. Transparency

a. Data on Use

In 2003, the FAR Council implemented a long-standing OFPP request to identify the
universe of interagency contracts, through a tool known as the Interagency Contract Direc-
tory (“ICD”). The Federal Register notice on the proposed rule identified the purpose
for the directory as twofold: first, to provide a source for market research for government
program managers and contracting officers; and second, to provide OFPP with visibility
into the government-wide coverage of requirements provided by the vehicles. The ICD was
implemented through the Federal Acquisition Regulation (“FAR”) under Federal Acquisi-
tion Circular 2001-15. However, within a year’s time of its launch, the Acquisition Commit-
tee for E-Gov (“ACE”) cut the project’s funding due to funding constraints of the Integrated
Acquisition Environment (“IAE”) under the E-Gov initiatives.

The next attempt to collect data on interagency contracts came in fiscal year 2004.
While not designed to accomplish the same purpose as the ICD, FPDS-NG began collecting
data on the award and use of interagency contract vehicles. Beginning with FY 2004, FPDS-
NG required identification of these contracts and assigned delivery and task order obliga-
tions to the contracts by type (e.g., GWACs, GSA Federal Supply Schedules, BPAs, Basic
Ordering Agreements (“BOAs”), and IDIQs that do not fall under any other category).
However, the FPDS-NG data element was not implemented to specifically assign order
obligations by type of interagency contract if the contract was awarded prior to FY 2004 but
rather can assign such obligations as “Other.” Along with this limitation, there is significant

¢ GAO-05-229.

0 GAO-07-044, GAO-07-032, GAO-07-007.

% GAO-05-350T at 19.

7 GAO-05-207 at 26.

% D-2007-044 at 3; D-2007-032 at 4; D-2007-007 at 4.

% U.S. GAO, Interagency Contracting: Improved Guidance, Planning, and Oversight Would Enable the
Department of Homeland Security to Address Risks, GAO-06-996, at 3 (Sept. 2006).
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evidence that orders reported by agencies in FPDS-NG may be incorrectly reported. This is
most likely caused by the improper coding of orders that results from a lack of understand-
ing of the differences between various types of interagency contracts. The Panel bases this
conclusion on OFPP’s and IAE’s discovery of obvious errors in agency classification of con-
tracts during development of the now defunct ICD. For example, many non-GWAC con-
tracts were improperly classified as GWACs and there was a misunderstanding of when the
Economy Act applied to multi-agency contracts. Additionally, traditional problems with
incorrect coding will impact the accuracy of the information in FPDS-NG. For instance,
data obtained from DoD indicates that from 2001 to 2005 nearly $185 million had been
spent by the Department on soybean farming or establishments that produce soybean
seeds. A DoD representative stated that they believe this large dollar value is attributable to
those inputting the award data simply selecting the first NAICS code in the list, 111110 for
soybean farming, rather than selecting the correct code. While inaccurate contract reporting
is not unique to interagency contracts, the absence of reliable and timely data contributes
to the problem of linking use and accountability. The Panel has adopted a number of rec-
ommendations to improve the reliability of FPDS-NG data as discussed in Chapter 7 of
this Report.

b. Data on Management

Agencies that hold interagency contract vehicles also maintain differing levels and types
of post-award data. For instance, while GWAC holders report yearly to OMB using uniform
reporting elements on performance and financial management and Franchise Funds report
to the Chief Financial Officer’'s Council (“CFOC”), there is no consistent approach across
the government for collecting and reporting performance data on interagency contracts.
Additionally, the data that has been collected and reported has been identified by GAO
as lacking or inaccurate. In 2002, GAO found that agencies were not accurately identify-
ing or reporting the full cost of the GWAC programs they were managing. This precluded
GAO from discerning if the fees collected were a reflection of costs incurred by the vehicle
holder.” In its High Risk Series Update testimony, GAO stated that the fee-for-service fea-
ture of these interagency contracts creates an incentive to increase volume to support other
programs and leads to focusing “on meeting customer demands at the expense of comply-
ing with required ordering procedures.”” In a report on DoD’s use of franchise funds, GAO
stated that while the franchise funds business-operating principles require that they “main-
tain and evaluate cost and performance benchmarks against their competitors,”

... the funds did not perform analyses that DoD could use to assess whether
the funds deliver good value. Their performance measures generally focus on
customer satisfaction and generating revenues, rather than compliance with
contracting regulations. The fee-for-service arrangement provides incentives
to emphasize customer service to ensure sustainability of the contracting
operation at the expense of proper use of contracts and good value.”?

0 GAO-02-734 at 14.
1 GAO-05-350T at 19.

2 U.S. GAO, Interagency Contracting: Franchise Funds Provide Convenience, but Value to DOD is Not
Demonstrated, GAO-05-456, at 3 (July 2005).
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c. Data and Transparency

As we begin to think in more strategic terms, we also note that procurement data
reporting through FPDS-NG and its predecessor dating back to the 1970s, has been exclu-
sively transaction-based. But the system is capable, with enhancement, of providing data
that can inform strategic decision-making both during the creation and continuation phase
as well as at the point of use. OMB’s Memorandum “Implementing Strategic Sourcing,”
dated May 20, 2005, states that strategic sourcing is a

... collaborative and structured process of critically analyzing an organiza-
tion’s spending and using this information to make business decisions
about acquiring commodities and services more effectively and efficiently.
This process helps agencies optimize performance, minimize price, increase
achievement of socio-economic acquisition goals, evaluate total life cycle
management costs, improve vendor access to business opportunities, and
otherwise increase the value of each dollar spent.

Before an agency creates or continues an interagency or enterprise-wide vehicle and
applies the resources necessary to manage such a vehicle, data on similar vehicles would
provide essential market research for informing a cost-benefit analysis. Data on the costs
and performance measures of such vehicles would also inform rational decisions on their
use, driving the market to more efficiently “cull” the numbers of such vehicles to only the
highest performing most cost-effective ones.

Il. Issues and Findings-Creation and Continuation

Given the increased amount of taxpayer dollars flowing through these vehicles for
the fulfillment of mission-critical requirements, the lack of a consistent government-wide
policy on the creation and continuation of interagency contracts is notable. There are no
uniform standards for their creation and no government-wide measures to support their
continuation based on desired performance. Certainly, industry witnesses have told the
Panel repeatedly that aligning incentives is essential for success.”

There is little doubt that interagency contracts can and do provide significant benefits
and efficiencies, but these efficiencies have been narrowly viewed primarily as transaction
efficiencies such as reduced pre-award lead time and protest risk. Interagency contracts
broadly defined are important to the operation of the federal acquisition process. Wit-
nesses speaking on the subject before the Panel identified the benefits of interagency con-
tracts and several remarked that they viewed them as essential for meeting mission needs.”*
However, the focus on transaction-based value hides the even greater efficiencies to be
gained if interagency contracts are employed toward the goal of creating strategic govern-
ment-wide efficiencies. Unfortunately, the lack of readily available, reliable and timely data

3 Test. of Todd Furniss, Everest Group, AAP Pub. Meeting (Mar. 30, 2005); Test. of Peter Allen, TPI,
AAP Pub. Meeting (Apr. 19, 2005) Tr. at 155-56; Test. of Daniel Masur, Outsourcing Attorney, AAP Pub.
Meeting (Sept. 27, 2005) Tr. at 88-9.

7 Test. of Scott Amey, Project on Government Oversight (“POGO”), AAP Pub. Meeting (May 17, 2005)
Tr. at 341; Test. of Ashley Lewis, Department of Homeland Security (“DHS”), AAP Pub. Meeting (Jun. 14,
2005); Test. of David Sutfin, Department of the Interior, AAP Pub. Meeting (Jun. 14, 2005) Tr. at 336;
Testimony of Tim Tweed at 229.
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on the use and management of interagency contracts has hampered the government’s abil-
ity to realize the more strategic value of these contracts. This lack of data is a barrier to stra-
tegic planning as well as oversight, on both an enterprise-wide and government-wide basis.
The Panel believes that meaningful improvements to interagency contracting prac-
tices can be achieved by agencies focusing their efforts on a sound and consistent process
that provides oversight during the creation and the continuation (or reauthorization)
of these contracts. Many of the issues identified by GAO and agency IGs dealing with
the misuse of these vehicles are related to the internal controls, management and over-
sight, and division of roles and responsibilities between the vehicle holder and ordering
agency. These issues can best be addressed with a government-wide policy that requires
agencies to specifically and deliberately address these matters at the point of creation and
continuation rather than attempting to remedy these problems at the point of use. The
current lack of an established process and limited transparency allows for the prolifera-
tion of these vehicles in a largely uncoordinated, bottom-up fashion, focusing attention
on the short term, transaction-based benefits of reduced procurement lead time. The
Panel and the Working Group received testimony from government witnesses who stated
that interagency vehicles are often utilized when an agency does not have ample time
to fully define its acquisition requirements. Establishing guidelines for the creation and
continuation of these vehicles will help to ensure they are used as an effective tool for
enterprise-wide and government-wide strategic sourcing.

A. Proliferation

The pressures and incentives to create and use these vehicles, coupled with inconsistent
or lacking oversight and little transparency has created an environment biased towards the
uncoordinated proliferation of interagency contracts. GAO has noted that they are attracting
rapid growth of taxpayer dollars” with Fiscal Year 2004 FPDS-NG data showing total obli-
gations of $142 Billion or 40 percent of the total government-wide spend for the year.”® In
addition, the Panel is concerned about the impact of using IDIQ contracts for enterprise-wide
programs, such as the Navy’s Seaport-e and the Department of Homeland Security’s (DHS)
Enterprise Acquisition Gateway for Leading Edge (Eagle) for IT Services and First Source for
IT commodities, replicating vehicles within the confines of a single agency similar in purpose
to interagency vehicles.

An uncoordinated proliferation of these contracts has consequences on the stakehold-
ers, which include requiring agencies, holders of the vehicles, industry, and those agencies
responsible for oversight. That is why the Panel has determined it necessary to include both
interagency and enterprise-wide contracts within the scope of its recommendations. Failing
to do so could lead to the unintended consequence of fostering even greater uncoordinated
enterprise-wide contract creation, exacerbating negative consequences for stakeholders.

In addition, holders of interagency contracts and their customer agencies must have
the necessary expertise to award and manage orders under these interagency contracts.
GAO and agency IGs have noted that curtailed investments in human capital have

 GAO-05-207 at 25.

76 Data was reported as of Aug. 2006 in reports prepared by the Federal Procurement Data Center
(“FPDC”) in response to a Panel request.
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produced an acquisition workforce that often lacks the training and resources to func-
tion effectively’” in an environment of more complex contracting vehicles and service
requirements. GAO testimony stated that contracting personnel are expected to have
greater knowledge of market conditions, industry trends, and technical details of the
commodities and services they procure.”® They also note that the use of interagency
contracts requires a higher degree of business acumen and flexibility. One of the risks
GAO cited with respect to interagency contracts is that they are being administered
and used by some agencies that have limited expertise with the contracting method.”
Another concern that has been raised is that agencies, because of competing demands
on acquisition organizations, have insufficient resources in existence or planned to sys-
tematically monitor and oversee the use and the outcomes associated with interagency
contracts.’® GAO noted that some of DoD’s problems with the use of interagency con-
tracts stems from increasing pressures on the acquisition workforce and insufficient
and inadequate training.®' Insofar as holders of the vehicles are concerned, GAO noted
that while the number of GSA’s Federal Supply Schedule contracts increased, the con-
tract specialist workforce remained relatively stable in terms of numbers.*?

Certainly, uncoordinated proliferation without adequate transparency into the estab-
lishment or use of these vehicles creates serious challenges for those organizations respon-
sible for oversight. While GWACs, franchise funds, and schedules are readily identifiable,
the significant number of other interagency vehicles such as non-GWAC multi-agency con-
tracts and the emerging trend in the proliferation of enterprise-wide contracts presents an
obstacle for oversight both in terms of sheer numbers and difficulty in identification. Lack
of transparency in both the use and management of these vehicles severely hampers the
government’s ability to maximize their effectiveness.

Finally, the burden on both large and small business has been clearly documented with
respect to the increasing number of interagency vehicles. These burdens include increased
bid and proposal costs in order to obtain contracts for similar work under numerous inter-
agency and now, enterprise-wide contracts. This proliferation is especially burdensome
to small business. In reaction to the preference for multiple award IDIQ contracts (the
primary form of interagency contracts) and GSA’s Federal Supply Schedule program, one
observer remarked, “The problem is you invest heavily in the right to hunt, only to find
there isn’t enough game for everyone to bring home.”®* Proliferation of interagency con-
tracts and enterprise-wide contracts exacerbates this problem by increasing the number of
“hunting reservations” that industry must seek out while the amount of potential business

7 GAO-05-350T at 18; U.S. GAO, Contract Management: Improving Services Acquisition, GAO-02-179T,
1 (Nov. 2001); U.S. GAO, Suveillance of DOD Service Contracts, GAO-05-274, 3 (Mar. 2005); U.S. GAO,
Continuing Progress in Implementing the Initiatives in the President’s Management Agenda, GAO-03-556T, 4
(Mar. 2003); GAO-05-207, January 2005; Test. of Eugene Waszily, GSA Office of Inspector General, AAP
Pub. Meeting (May 17, 2005) Tr. at 222; Test. of Terry McKinney, DoD Office of Inspector General, AAP
Pub. Meeting (May 17, 2005) Tr. at 177.

8 GAO-02-499T at 6.

7 GAO-05-207 at 25.

80 GAO-06-996 at 16-18.

8 GAO-05-350T at 19.

82 GAO-05-229 at 8.

8 Washington Technology, “Multiple Awards: A Protest-Proof Process,” James Fontana, 12/10/98.
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across the government remains unaffected. Vic Avetissian, Chairman of the Public Policy
Council for the Contract Services Association of America (“CSA”), in his testimony before
the House Government Reform Committee on March 16, 2005, cited an inefficient over-
lapping of contracts for similar products and services as responsible for increased costs to
industry to prepare separate proposals.

B. Inconsistent Oversight

1. Lack of Transparency

Increased visibility into this creation and continuation process, on a government-wide
basis, is an essential element in properly implementing interagency vehicles. It will provide
for the eventual rationalization of the numbers of interagency and enterprise-wide contracts
with the outcome of ensuring these vehicles are meeting the goals of reduced administra-
tive costs and efficient competition. This will benefit all stakeholders. Therefore, the Panel
believes that a sound process for creation and continuation requires equally sound and trans-
parent data. Such data would support effective decision-making for users and holders of the
vehicles, effective oversight, and the eventual use of these vehicles for more strategic sourcing,.

As discussed earlier in the Data on Use section of this chapter, FPDS-NG required the sep-
arate identification of indefinite delivery vehicles beginning in Fiscal Year 2004. The system
was designed to accumulate cost by contract and is capable of identifying GWAC's, Federal
Supply Schedules, Blanket Purchase Agreements (“BPAs”), Basic Ordering Agreements, and
non-GWAC multi-agency contracts. The system is also able to separately identify contracts
available for multi-agency use from those available for use by a single agency. The Panel has
been unable to verify the data provided, but proposes that individual agencies verify their
data once received from FPDS-NG. However, this data is contract-specific and, therefore,
transaction-based; there is no transparency into the creation of interagency or enterprise-wide
contracts nor information available to users sufficient to assist them in making well-informed
decisions about which vehicles are most appropriate to their needs. Nor does this transac-
tion-based collection system provide sufficient transparency to support a rational govern-
ment-wide decision process for the creation of these contracts or for monitoring their perfor-
mance and relevance.

2. Little Systematic Coordination among Vehicles

The Panel has found that, aside from the processes internal to a particular type of inter-
agency vehicle such as the OMB Executive Agent designation process for GWACs, there is
little or no coordination among the various types of products and services offered under
different vehicles. The inefficiencies created by such a lack of coordination were, in part, the
impetus for the recent GSA Federal Supply Service and Federal Technology Service restruc-
turing. In GAO's testimony on the subject of GSA’s restructuring, the impact of inefficient
overlap of similar IT products and services is cited as increasing the costs to GSA to admin-
ister the programs as well as the marketing and bid and proposal costs to industry to com-
pete.?* In an effort to harmonize various contract vehicles it offers, GSA created a Contract
Vehicle Review Board with representatives from FSS, FTS, GSA’s Office of Governmentwide

84 Contract Management: Restructuring GSA's Federal Supply Service and Federal Technology Service, GAO-04-
132T, 1-4 (Oct. 2003).
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Policy, and its regional offices to ensure its existing contracts are rationalized and to evalu-
ate the need for new contracts. As a result of this review, GSA decided not to recompete
the eight specialty GWAC vehicles because they overlap with other GWACs or schedule
contracts.® In addition, the Board recommended that its three largest GWACs - Millennia,
Millennia Lite and Applications ‘N Support for Widely Diverse End-User Requirements
(ANSWER)-be merged into a single GWAC.

3. No Consistent Standards for Creation and Continuation

There are no consistent government-wide standards applicable to the creation of inter-
agency and enterprise-wide vehicles and no performance standards to justify their continu-
ation or relevance. As discussed earlier, the GWACs, schedules, and franchise funds have
specific processes in place, but each focuses on different elements of a business case. There
is no standard process at all for the creation and continuation of non-GWAC multi-agency
IDIQ contracts and enterprise-wide programs. The treatment of various types of funding
within agencies may preclude the objective measurement of tradeoffs of costs versus the
benefits associated with the creation of such vehicles. As noted above, some of the justifica-
tions advanced for the creation of the Navy’s SeaPort-e program included the savings associ-
ated with fees that would no longer have to be paid to GSA and the fact that no additional
contracting personnel would be required in the Navy to administer the vehicle. While this
approach reflects well the financial incentives from an internal NAVSEA perspective, it is
not clear that that this calculation accurately captures the overall costs to the government
associated with the creation and operation of this or similar programs. Given the amount of
taxpayer dollars spent on interagency contracting, it is notable that there is no government-
wide policy focusing on rational business cases for creation and performance measures that
align incentives with desired behaviors and key management agenda initiatives. For instance,
business cases should require the identification of the mission need to be fulfilled, and the
management and governance structure, including the resources and tools that will be applied
by a servicing agency to manage an interagency contract. Proper business planning requires
management deliberation and accountability and identification of the roles and responsi-
bilities of the requiring and servicing agency and the means by which this is communicated.
Currently, there are no consistent procedures or policies for allocating roles and responsi-
bilities among the stakeholders in transactions using these vehicles. Measures that focus on
competition, performance-based contracting and small business goals would drive desired
behaviors. Clearly identifying those responsible for these measures would drive agencies to
allocate responsibility. But key to having such standards and measures is a system for the
government-wide monitoring of vehicle performance and relevance. Again, while individual
programs such as GWACs have such a system, interagency and enterprise-wide contracts, on a
government-wide basis, have no such process.

8 The eight specialty GWACs are: the Access Certificates for Electronic Services, Disaster Recovery,
Outsourcing Desktop Initiative for NASA, Reverse Auctions, Safeguard, Seat Management, Smart Card and
Virtual Data Centers.
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4. No Procedures for Aligning Vehicles to Leverage Government
Purchasing Power

The lack of oversight and government-wide attention to these contracts precludes the
ability to manage them to leverage the government’s purchasing power. There is no process
or procedure in place and no systematic data report on the vehicles and their use to allow
for this to occur. The result is the dilution of buying power across the federal government.
Even within agencies, this dilution of buying power has been noted. For instance, GSA’s
Federal Supply and Federal Technology Services were competing for the same work from
the same customers and have only recently begun to address these inefficiencies through
their restructuring. With the emergence of enterprise-wide programs, such as SeaPort-e with
935 vendors, the impact goes even further. In addition to the increased costs to industry
and taxpayers, proliferation and lack of vehicle alignment also ignores one of the funda-
mental purposes of interagency contracts, namely, to drive down the administrative and
operational costs of procurement on a government-wide basis. The Panel believes that the
costs from not aligning the interagency contract vehicles must be more clearly identified
and weighed to allow for responsible and efficient management of interagency contracts.

5. No Central Database or Consistent Methodology to Help Agencies Select
Appropriate Contract Vehicles

Too many choices without transparency into the performance and management of
these contracts make the cost-benefit analysis and market research needed to select an
appropriate acquisition vehicle impossible. None of the witnesses to the Panel were able
to clearly articulate an answer to Panel questions about how agencies select a particular
vehicle over another for a given acquisition. In fact, there is no guidance or methodology
for selection. Certainly, the GAO and IG reports as well as recent testimony to the House
Government Reform Committee have asserted that the decisions are not well-reasoned
and seem to be based largely on ease and convenience, with little thought into whether
the vehicle is actually appropriate for requiring agency needs.5® The proliferation of these
vehicles with little data available to help requiring agencies make well-informed decisions
on use clearly impacts the quality and value of the acquisition outcomes.

C. Incentives for Creation Don’t Always Translate Into
Benefits for the Taxpayer

GAO noted in 2005 that the fee-for-service arrangement of interagency contracts “cre-
ates an incentive to increase sales volume in order to support other programs of the agency
that awards and administers an interagency contract. This may lead to an inordinate focus
on meeting customer demands at the expense of complying with required ordering proce-
dures.”” With the trend toward greater agency reliance on internal contracts such as enter-
prise-wide contracts, the competition for customers may put greater pressure on holders of

8 U. S. DoD IG, Multiple Award Contracts for Services, D-2001-189, 1-12 (Sept. 2001); U.S. GAO, Improved
Guidance, Planning, and Oversight Would Enable the Department of Homeland Security to Address Risks, GAO-06-
996, 3 (Sept. 2006); Test. of Vic Avetissian, Northrop Grumman Corporation, Chairman of Public Policy
Council for the Contract Services Association of America (CSA), testimony before the House Committee on
Government Reform, Hearing on General Services Administration Operations, March 16, 2005.

8 GAO-05-207 at 27.
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new and existing interagency contracts and the Interagency Assisting Entities to focus on
meeting demands that are counter to the interests of taxpayers, such as waiving competi-
tion to retain incumbent contractors.

D. Some Diversity is Desirable

While the Panel believes that proliferation dampens the potential benefits of inter-
agency contracts, it does not find that administrative monopolies are beneficial either.
Some competition among vehicles is seen as desirable and even fundamental to maintain-
ing the health of government contracting. Armed with the necessary information on how
many interagency and enterprise-wide vehicles exist, and institutionalizing standards for
their creation and continuation, the government can make informed decisions on how
many and what type of vehicles provide for appropriate leveraging and which vehicles are
best and most responsibly managed to obtain maximum taxpayer value. Agency contract-
ing officials should have reasonable alternative contracting vehicles available for meeting
agency mission needs coupled with meaningful data and information about the different
options for contracting within their own agencies and through other entities.

E. Focus on Process of Creation and Continuation will
Improve Use of the Vehicles

The Panel believes that maximum leverage for improving interagency contracting can
be gained by focusing its efforts on a sound and consistent process for the creation of
these vehicles along with a monitoring process for the continuation (or reauthorization)
of them. Many of the issues related to the misuse of these vehicles identified by the GAO
and IG reports relate to roles and responsibilities, internal controls, and management
and oversight. These issues can best be addressed with a government-wide policy that
requires agencies to specifically and deliberately address these matters at the point of cre-
ation and continuation rather than attempting to fix these problems at the point of use.
The current lack of process and visibility allows for the proliferation of these vehicles in a
largely uncoordinated, bottom-up fashion, focusing attention on the short term, transac-
tion-based benefits of reduced procurement lead time instead of on their ultimate benefit
as a tool for effective enterprise-wide and government-wide strategic sourcing at reduced
administrative costs.

lll. Recommendations

1. Increased transparency through identification of vehicles (e.g., GWACs,
MACs, enterprise-wide) and Assisting Entities. OMB conduct a survey of
existing vehicles and Assisting Entities to establish a baseline. The draft
OFPP survey, developed during the Working Group’s deliberations should
include the appropriate vehicles and data elements.

The Panel believes that the most important near-term task in the interagency contracting
creation and continuation area is establishing a database identifying existing vehicles and assist-
ing entities as well as their characteristics. It is the view of the Panel the most expeditious means
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of assembling such information is in the form of a survey as currently drafted by OFPP in sup-
port of the OMB task force examining Interagency and Agency-Wide Contracting.
The OFPP survey is intended to gain a clearer understanding of the following:

e The number of interagency contracts that are currently in operation; the scope of these
vehicles; the primary users; and the main rationale for their establishment;

e The level of acquisition activity conducted by Intragovernmental Revolving Funds
(including the Franchise Funds) on behalf of other agencies;

e The number of enterprise-wide contracts currently in operation to address common
needs that could be (or have been) satisfied through an existing interagency program, the
scope of these vehicles, and the main rationale for their establishment.

The Panel recognizes that such a survey provides no more than a snapshot of agency
activities associated with interagency contracting. Such a survey will provide an immensely
greater degree of transparency for the stakeholders. The results of such a survey should
serve as a bridge to the more institutionalized database recommended in #3 below. In
order to better serve that end, the Panel also recommends that OFPP and the interagency
task force consider expanding the requirements of the draft survey to include vehicles cur-
rently in the planning stages.

2. Make available the vehicle and assisting entity data for three distinct purposes.

a. Identification of vehicles and the features they offer to agencies in meeting their
acquisition requirements (yellow pages).
b. Use by public and oversight organizations to monitor trends in use.
i. Improved granularity in fee calculations
ii. Standard FPDS-NG reports
c. Use by agencies in business case justification analysis for creation and continua-
tion/reauthorization of vehicles.

The Panel believes that the data gathered in the initial baseline survey should be
structured in such a way as to allow for agency and public use. As noted above, the infor-
mation should be viewed as a bridge to an institutionalized collection process. The Panel
believes that three major purposes should guide the structuring of information consistent
with the findings.

First, the data should provide a detailed overview of vehicles and services available
from assisting entities to allow agency procurement officials and managers to weigh the
best acquisition strategy for meeting agency mission needs. The information should be
structured in such a manner to allow “apples to apples” comparisons among the benefits
of using different vehicles and entities as well as the fees associated with their use. The data
should allow agency officials to make accurate comparisons between the cost to the agency
of the fees involved with using another agency vehicle and the internal costs of replicating
the capability within the agency.

Second, the data should be organized to allow oversight organizations, such as GAO and
the agency IGs, greater visibility into the existing and planned vehicles and entities, trends
in their use, and the degree and nature of any overlap among them. In particular, the initial
survey should provide the groundwork for a meaningful comparison of the manner in which
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fees are calculated among different vehicles and entities to indicate whether a more system-
atic approach to fee establishment would be feasible or desirable.

Third, consideration of the information from the survey should be standard practice
for any agency considering creating a new interagency or enterprise-wide vehicle or con-
tinuing an existing one. The Panel believes that a major component of a proper business
case justification must be a reasonable and detailed understanding of other alternative
acquisition approaches that are available in the federal government or to specific require-
ment holders in a prospective customer agency.

3. OMB institutionalize collection and public accessibility of the information,
for example through a standalone database or module within transactions-
based FPDS-NG.

The Panel believes that the initial OFPP survey should serve as the foundation for an
institutional base of data and information on vehicles and entities. An institutional data-
base with timely updates will be critical for the agencies’ success in managing the vehicles
and entities under their jurisdiction. Such a database will also be critical for agency manag-
ers to develop sound acquisition strategies involving interagency contracting capabilities to
meet their agency’s mission needs. The Panel believes that such benefits will offset the costs
of collecting and maintaining this information.

OMB should explore various approaches to establishing such a database, whether as
an additional module in the transactions-based FPDS-NG or as a standalone system. The
Panel believes that the different approaches have merits and costs, and careful analysis of
the alternatives must be conducted before deciding on a single approach.

4. OMB direct a review and revision, as appropriate, of the current procedures
for the creation and continuation/reauthorization of GWACs and Franchise
Funds to require greater emphasis on meeting specific agency needs and fur-
thering the overall effectiveness of government-wide contracting. GSA should
conduct a similar review of the Federal Supply Schedules. Any such revised
procedures should include a requirement to consider the entire landscape of
existing vehicles and entities to avoid unproductive duplication.

The Panel recognizes there is statutory authority for the creation and continuation of
GWAGC:s, Franchise Funds, and the Federal Supply Schedules. The Panel recommends that
these statutory authorities should not be altered in any way. With respect to the GWACs, the
Panel further recommends that OMB reconsider the current requirement for annual review
and reauthorization of these vehicles. The Panel believes that this period is too short given
the complex nature and long-term nature of the work being undertaken under the GWACs.

The Panel does believe that the cognizant agency should review the procedures under
which these vehicles and entities are created and continued and revise them in ways they
deem appropriate to ensure that emphasis is placed on meeting specific agency needs and
the overall effectiveness of government-wide contracting. The availability of more compre-
hensive data on other existing vehicles and entities should allow for more effective proce-
dures for avoiding duplication that does not serve such overarching goals.
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5. For other than the vehicles and entities described in #4 above, institute a
requirement that each agency, under guidance issued by OMB, formally autho-
rize the creation or expansion of the following vehicles under its jurisdiction:

a. Multi-agency contracts
b. Enterprise-wide vehicles
c. Assisting entities

Although the Panel recommends review and revision of the current procedures for
the creation and continuation/reauthorization of GWACs, Franchise Funds, and Federal
Supply Schedules, it believes these procedures are fundamentally sound. However, there
are no comparable common procedures for other interagency vehicles and assisting enti-
ties. The Panel considered different approaches to address the problems associated with
the proliferation of these interagency vehicles and entities. One approach that was con-
sidered would be to allow agencies full discretion to establish vehicles or assisting entities
involved in interagency contracting. This “market approach” would rely on the extent of
agency utilization over time to determine the viability of a given vehicle or assisting entity.
Unfortunately, it does not appear that reliance on this approach alone would be effective in
addressing the negative impacts caused by the uncontrolled proliferation of vehicles.

The approach at the other end of the spectrum that the Panel considered would be to
establish a process whereby OMB would formally authorize or reauthorize these vehicles
and assisting entities. Based on previous experience with centralized approval processes
(e.g., Brooks Act authorizations for automated data processing equipment and services),
the Panel believes this approach risks being too cumbersome and would be beyond the
scope of existing or likely OMB resources. The Panel also believes that this approach may
inhibit the establishment or creation of a diverse set of interagency vehicles.

Rather than serving as a central approval authority, the Panel believes that the proper
role for OMB is to issue guidance and procedures to structure the agency decisions with
respect to the creation and continuation of individual vehicles or entities. The individual
agencies should retain the responsibility for making decisions regarding the creation and
continuation of these vehicles and assisting entities. The agencies have the personnel,
resources, and requirements to establish or expand vehicles or assisting entities within
the context of the agency mission. While recognizing this agency responsibility, the Panel
believes that achieving improvements in interagency contracting is best assured through
the establishment of a more formal process within these agencies for the creation and
reauthorization of these vehicles and entities. The heads of agencies should be accountable
for the implementation of this process. All these vehicles and entities, along with those
currently authorized by OMB and GSA, form the landscape of interagency contracting and
should be covered by more formal procedures where they do not currently exist.

The Panel notes that defining “expansion” precisely for the purposes of these recom-
mendations is challenging. The term is intended to apply not only to cases where an
existing vehicle or an assisting entity is opening up a new business line but also to cases
where there is a significant increase in scope or size of contracts under an interagency or
enterprise-wide vehicle.
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6. Institute a requirement that the cognizant agency, under guidance issued
by OMB, formally authorize the continuation/reauthorization of the vehicles
and entities addressed in #5 on an appropriate recurring basis consistent
with the nature or type of the vehicle or entity. The criteria and timeframes
included in the OMB guidance should be distinct from those used in making
individual contract renewal or option decisions.

As noted above, certain of the interagency vehicles and assisting entities, such as the
GWAC:s, Federal Supply Schedules, and Franchise Funds, are subject to periodic review and
continuation/reauthorization. The Panel believes that the other interagency vehicles and
assisting entities should be subject at the agency level to periodic review and disestablish-
ment if they do not continue to meet specific agency needs and support the effectiveness of
government-wide contracting. The result of such periodic reviews should be the elimina-
tion of vehicles and assisting entities that represent unproductive duplication or for which
there is no longer a valid business case.

The Panel believes that this process must “have teeth” rather than be a pro forma
review. The standard for the review should be the degree to which the vehicle or assist-
ing entity is tracking to (or meeting) the performance measurements established at its
inception. The OMB guidance on continuation should provide sufficient clarity to allow
agency decisions on continuation/reauthorization to be subject to meaningful review
and audit by oversight organizations.

With respect to the appropriate review timeframes, the Panel believes that there is no
“one size fits all” approach. The Panel recognizes that each type of vehicle or class of assist-
ing entity will justify OMB establishing different continuation/reauthorization review peri-
ods. A major consideration in establishing such review periods should be the nature and
length of contracts and options under the vehicles or being managed by the assisting enti-
ties. A continuation/reauthorization review period for a given vehicle that is significantly
shorter than the contract periods under the vehicle could present an agency with a serious
obstacle to appropriate action if a continuation/reauthorization review indicates that the
vehicle should be terminated rather than continued.

7. Have the OMB interagency task force define the process and the mecha-
nisms anticipated by recommendations #5 and #6.

The Panel believes that OMB should be the responsible agency for preparing and issu-
ing the guidance to implement recommendations #5 and #6. The process should be the
result of collaboration with the chief acquisition officers and senior procurement execu-
tives of the individual agencies having jurisdiction over interagency, enterprise-wide, or
assisting entities. The current OMB Task Force on Interagency Contracting, formed to
address the management concerns raised by GAO, has the breadth of participation to allow
a balance between the need for explicit guidance with clear performance measures and the
need for a reasonable degree of flexibility in implementation. The Panel believes that the
OMB Task Force should remain in existence until the task of promulgating procedures and
mechanisms for these vehicles and entities has been completed.
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8. OMB promulgation of detailed policies, procedures, and requirements
should include:
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a.

b.

Business case justification analysis (GWACs as model).

Projected scope of use (products and services, customers, and dollar value).
Explicit coordination with other vehicles/entities.

Ability of agency to apply resources to manage vehicle.

Projected life of vehicle including the establishment of a sunset, unless use of a
sunset would be inappropriate given the acquisitions made under the vehicle.

Structuring the contract to accommodate market changes associated with the
offered supplies and services (e.g., market research, technology refreshment,
and other innovations).

Ground rules for use of support contractors in the creation and administra-
tion of the vehicle.

Criteria for upfront requirements planning by ordering agencies before access
to vehicles is granted.

Defining post-award responsibilities of the vehicle holders and ordering activi-
ties before use of the vehicle is granted. These criteria should distinguish
between the different sets of issues for direct order type vehicles versus vehicles
used for assisted buys, including data input responsibilities.

Guidelines for calculating reasonable fees including the type and nature of
agency expenses that the fees are expected to recover. Also establish a require-
ment for visibility into the calculation.

Procedures to preserve the integrity of the appropriation process, including
guidelines for establishing bona fide need and obligating funds within the
authorized period.

Require training for ordering agencies’ personnel before access to the vehicle
is granted.

Use of interagency vehicles for contracting during emergency response situations
(e.g., natural disasters).

Competition process and requirements.

Agency performance standards and metrics.

Performance monitoring system.

Process for ensuring transparency of vehicle features and use.
¢ Defined point of contact for public - Ombudsman.

Guidance on the relationship between agency mission requirements/core functions
and the establishment of interagency vehicles (e.g., distinction between agency



expansion of internal mission-related vehicles to other agencies versus creation of
vehicles from the ground up as interagency vehicles)

9. OMB conduct a comprehensive, detailed analysis of the effectiveness of
Panel recommendations and agency actions in addressing the findings and
deficiencies identified in the Acquisition Advisory Panel Report. This analy-
sis should occur no later than three years after initial implementation with a
continuing requirement to conduct a new analysis every three years.

In order to achieve the greatest impact in performing its analysis, OMB should publish
a timeline for carrying out the analysis, including an identification of agencies’ responsi-
bilities, as soon as practicable. In conducting its analysis, OMB should evaluate the degree
of compliance of a representative sample of vehicles with business case guidance stipulated
by OMB as well as an analysis of the degree to which the vehicles in the sample represent
unwarranted duplication or overlap with other interagency and enterprise-wide vehicles.
The evaluation should incorporate recommendations for consolidating or terminating
vehicles where unwarranted duplication or overlap has been identified. The analysis should
also include identification of any cost savings associated with the implementation of the
recommendations and proposed measures to address the unintended negative conse-
quences of such recommendations. Finally, OMB should include in each analysis formal
consideration of whether to require OMB-level approval on a case-by-case basis of agency
decisions to create or continue vehicles or assisting entities that are not otherwise covered
under a statutorily mandated process.
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CHAPTER 3-APPENDICES

. . ) .i.pp:ndh. A

Business Case (o Support
Executive Agent Redesignation

Agensics aartently serving as executive agents far one of MONE govermment-wide
:.nq_u'uiiinn coniracts (EWACS) who seek to comtinse such desipnation should prepans a business
cais to suppont redesignation. The buasiness case should address the three considerations sot forth
belaw: {I]Ihmdnudmm:ﬂwmmmmﬂumwﬂmﬁwmhﬂu
pmhd:mmﬂngﬁumnd,mdﬁ}dﬂmhﬂlnynfmm“qmmudt
nm:amﬁcﬂnﬁﬂ’hﬂ. ) ISP S EHTLS "

If the serviang agency's proposed redesignation wrnalves msoos than one GWAC, the
response should be sufficiently detalled For OME 10 determing if each covered vehicle is
gtrachured and opefated ina manser (o take advantage of the apportunities GWACs affer to make
effective scquisitions.

Part I. Anticipated Need.

The business case should explain the continmed meed that the GIVAC wowld meet.
1. Purpase.

a. How, if'ar all, has the purpase af the GWAC changed from when the executive agent
designation was previcusly gramted by OMB?Y

#  [nwhat ways has ither the custonser base or the marketplsce changed since a
designation was last granted? How has this affected the GWAC and what
§teps ane being taken to reflect the changed conditions?

b. What factors wene considered by the sendzing apency’s management in resching the
conclugion that continued operation of the GWAC is consistent with and benelicial 10 s
masHon?

2. Scapie
What is the GWAC"s current scope of work? How dees this compare to the scope of the

coniract when the designation request was previcusly granted? What factors led 10 2
decision to modify the scope of the contract?
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3. Period of performance,

What is the length of the contract that the servicing agency would be managing?

4, Ampunt and source of demand.

u. What was the smount of activity under the GWAC during the pericd of the cumment
designation (fo a date as recent a5 is practicable]?

+ Note: For each customer agency, identify the cumulative number and total dollar
value of task orders awarded (whether by the servicing agency or by the customer
agency through delegation), sorted by functional contract area and type of contract.

b. What is the amount (bn dollars) of overall expected activity during the remasinder of ibe
contract?

c. What portion of expected sctivity reflects the snticipated peeds of external customers?
d. What agencies have recently expressed an interest in the currend GWAC and for what
types of needs?

Part I1. Value fo Government.

The business case should discuss the valwe that the GIFAC is curranily providing and
wold contiviing o provide fo cusiomers both frternal ard exterraa! fo the agency.

1. Benelit

How has the executive agent designation contributed to the success of the scquisition -
what benefits will be lost sbsent renewal of the designation?

2. Meiries

How did the servicing agency measare its performance (fncluding customer satisfaction))
during the period of the current designation? What were the resulls? What measures
would be used to evaluate activity under a renewed designatioa?
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Fart 111. Suitability for Designation.

The busimess case should aofress nﬁ:mddqw';mﬂmﬂﬂﬂiym cormimue
serving af an executive agent.

1. Coniracting practices.

Tdentify the specific steps the servicing agency has taken during the period of the current
dedgnation with respect to furthering the following policics (where reference is made 1o agency
guidames — & g, customer hindbooks - please provide specific citations):

a m#wﬂﬂmﬁmmmm-ﬂm
contracling.

& Inaddressing this issue, identify the tota] susber and cumalative valoe of task
orders awarded during the period of the executive agent designation which
were performance-hased as envisioned in FAR 376, and those thay were not.

b. Full application of the fair opportunity process a5 contemplated in FAR 16,505,

#  Insddressing this issue, identify the total number and dolter value of task ordes
awards during the period of the executive agent designation:

(i) subject to fair opportunity, and

(ii) mot suhject 1o fair opportusnity (see FAR. 16.505(b)(2)), including the
Exception cited.

& Considerstion of contracior performance in the placement of tasks.
d. Assessment of contractor performance on awarded tasks,
e. Effective participation of small businesses.
£ Taking appropriate advantage of increased contract demand.
1. Division of responsibilities between the servicing agency and customer agency.

For each of the sctivities below, &uing.lhe period of the currenl executive agent
designation, describe -

261



(i} the division of responsibilivies between the servicing agency and the customer
agency (i.e, what functions the seriting agency performed and what Binctions the
customer performed),

(i) how the servicing apency ensuded & chesr underetanding of this dhdzion by its
CUSLEETS,

(i) any confusion in the execution of responsibilities between the servicing agency
and customer agency, and

(1) what, if any, changes are anticipated in the division of responsibilities.
Activities:

p. Task Issuance.
i Meeds determination,
iL Development of SOW for 1ask or delivery onder.
isl, Review of SOW for task or delivery order.
v, Conduct of fair opportunity process

w. Review of fair oppomunity process, including application of exceptions.

b. Contract Ademisistration
i, Astessment of contractor performance.
il. Cruality assurance surveillance,

3, Management structure
8. What is the current mansgement structure?

e Mojg: Inaddressing this issue, idemifiy the projected and actual total revenue
and costs (both direct and indirect) for managing and adminsstering the
GWAC, to include (1) the number of FTE administering the GWAC and (2) an
explanation if the mamber of FTE is expected to increase beyond current
perscnnel bevels during the life of the contract and, if so, whether the FTE
would be diverted from other existing activities,

b. Have any changes in mansgemeni siructune been made sinoe an executive agen
designation was last granted? I 5o, please explain.

¢. Has the servicing agency identified any customer misapplications of its vehicles during
the current executive agent designation? If so, what were they and how were they
handled?
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d, “Mﬁuw.ﬁnﬂhlhlmqruﬂnﬁmmpmmww&wm
€. Does the servicing agency plan to request any funding from OME to support continued
operation of the GWACT If g0, what is the estimated amoust of the request and for what
purposes would the funding be used?
£ How was the effeciiveness of management struchires measared?
4. Servicing agency performance.
During the period of the executive sgent designation, were any management of
i strengihs or weaknesses identified by the program, the sgency IG or the

operaticnal
GAOT If so, what was identified? For any idemtified weaknesses, whay specific remedial
steps have beon daken of are planmed?
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Appendix B

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MAMNAGEMEMNT AND BUDGET
WABHIRETON, & D 3000

FER 6 BES

CEPUTY CHAECTGR
PO A R R T

MEMOBRANDUM FOR AGENCY CHIEF FIMAMCIAL OFFICERS AND
CHAIRHAN OF THE SHALL RGERCY COUHCIL

FROM : John A. Koskinen
SUBJECT: Agency Applicac For Franchise Pund Pilot
Fregram

The Government Management and Reform Act (EMRA) authorizes
the establisheent of a franchise fund pilot progras In six
Executive branch agencies (Sec. 403,P.L. 103=358}. The pilots
are licensed to provide comson administrative support services
such as acceunting, peracnnel, informaticon management, security
etc. om & full cost relmbursable basis both internally and to
other Federal agencles. The approach fs based on ldeas developed
by the Hational Performance Review with the intention to inject
competition and sarket forces into the delivery of administrative
services to lower costs and better sarve customers.

Attached is an application ferm for those agencies that wish
to operate a franchise fund and have it considered for selection
by the Director of the Office of Management and Budget (OMB) as &
Pilot Franchise Fund Program. The application was loped a
Franchise Fund Working Group from the National Performance Review
and the Chief Fimamcial Offficers Council (CPO). It was endoraed
by the CFO Council. The application addresses selection
criteria; timeframes and the review process for designation as a
pilet. Please ensure that the application is forwarded to all
interested parties.

The deadline for applying for a Franchise Fund Pilet Program
is March 28, 1955 but applicant agencies are encouraged to
forward their proposal as soon as Tncumlu. Detailed
information is included in the application package.

Aa you develop your franchise fund proposals, please consult
with {:mr OMB Resource Hanagement Office. Should you have any
questions regarding the application, you may contact the
Franchise Fund Working Group Chairman Clyde McShan, Commerce's
Deputy Chief Financial Officer at (202} 482-1207 or Michael Wenk,
OMB at (202) 395-5843.

Attachment
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¥ & %\ FRANCHISE
* CFO x

% —= /) FUND
%@j PILOT

PROGRAM

Agency Application

B
Response to this application shall E
be submitted by
March 28, 1995




Please provide the information below to expedite processing.

AGENCY CONTACT

Date |

[ Agency |

Address

| Agency Contact

Title

Phone
Number

Fax

TO BE SUBMITTED WITH THE AGENCY APPLICATION
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Framchiss Fund Pilsl Frogram:

Aoy Agplion lion
I Mtroduction
thas of the Gevwrmment Management Reform Act of 1884 (Public Law
03-368), the bas balped ensurs that the Pederal Government’s managers

IO. Definitions
Common Adminisirative Services:

Bupport, services that most agencies nsed in order to operate efficently and effsctively.
Ezamples (not all inclusive) include accousting. fnancial management, information

jh:ﬁn‘mhlhm“pﬁh
=i slandards and legal suthorities for both the service
rﬂhndngthmﬁndhmnﬂqhﬁuﬂhmﬂmuud

concept in privele. industry, Franchisss must mest cstomsr Desds by
providing quality services in order to be financally self-sustsining; prowg
customers the right Lo choose sources that will best meet their needs. — o

Puge 3
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Francicies Faend Fllsd Progroe
ey Aol oo e

II. The Process
= Esch agency componsni determines the isterest of its agency bead in establishing a
franchise fond .

> The agency head determines what will be proposed a8 franchises within the
propossd pilot fund, how the fund will be structured, capitalized, and operats.

= The agency cmpletas the application aod submits for consideration.

= mmwmmmmmmmwm
to oonduct the evaluation based on the criteria identified in Bection TV, will provide
MW»MTM#MHMHMMHH
epaalify, i priority

= The Deputy Direcier for Management OMB, sfter reviewing CFO Coundl
suggestions and eonsulting with the appropriste committees of Congreas, will

recomnend Lo the Direcior of OME pilet franchiss funds for sslection.

> The Dirsctor will dssignate the piots and OMB will notify the selscted agencies.

The Head of the Agency shall requast designation as o pilot Franchise Fund
Program from the Director of OMB. The criteria by which the applicant will be
judged will be as Follows:

Griiords ¥elihl
1. Ability snd Capacity io Meet The Intent of Franchising 1%
2 Degres of Agency Suppart 23:
3 1
4. The Scundonesss of the Propossd Organization and 2ir%
&. The Ability to Attain Resources 15%
6. The Ability to Manape Resources and to Meet Customer 155
Bervice Quality Standards
7. The Ability to Cease Operations in an Eficent Mancer, if 105
Necwasary :

V. How to Apply

1. A fres, ons-day conference for potential applicants will be held baginning st §:00
am. on Friday, February 17, 1596, in the Auditorium of the Resclution Trust
Corparation (RTC), 801 17th Street, NW., Washkington, D.C. Thoss desiring to
nttend ahould FAX their name, organizsation, and telephone number to Mary
Tanner, National Performance Review, st (202) 832-0380. Questions about this

- package will be addreassd al the conference.

2. Interesisd Agencies shall submit their applications oo later than March 28, 1995,

4. The Apency Contoct Sheet inchuded with the package must be completed and
forearded along with the application.

Pags 3
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Pranchls Fusd Pllst Frogrem:

il g M ol b .

270

4. Five coples of the coenpleted application shall be submitted to John Keakinen,

Deputy Director for Manapement, Office of Managesent & Budget, and ooe copy Lo
itha Co-Chalr of the CFO Council Franchise Fund Steering Cemnmition, Clyds 0.
MeShen, I, Depoty CFO and Director fir Pinancisl Menagement, Department of

prrernmeantwide commeon sdesinistrative requirements.
= m-l by the Agency Haad to descmatrate apency suppari, and a
description of muﬂhwhﬁ-w

Congreasional Commitises, induding the Coammitiess.
= A mmmary of the existing chetscles to and cperating & sucoesafisl
induding thair relevant severity. -
= A description of the Fructurs of the fund induding its organization,
manapement siafl end Advisory

= A description of the financial management and managemsnt coptrol policies

umder which the pilot will operats inchsding:

+ The carrent states of the sccounting syslems under which the franchisels)
will operate, the pilots” conformance with OME relevant paidance and its
ability to scoount for all costs of ssch franchiss wsing coat sccounting
procedures and financs] management reporting that meet OMB and the
Federal Accounting Standards Advisory Board (FASAR) puidalinee and

+ The size snd composition of the workforce (FTE) including. the siss and
composition of the FTE of each franchiss (s) within the pilot.

= The framewaork describing resource stiainment and mansgement, inchading:

# The initial capétal ioweatment, by typs sod smount, and operating ressrves
o well as the cotlays and the sowrosls) of this funding for thres years.

* Aoy mequired changes lo appropristions language, e.g., in case direct
Eppropristions are required o capitalizs the fund or if an sgency appliss for
the special authority to operste the fund effectively,. (Format and
requirements of Circular A-11 oo Appropristions language prepared for the

= A wvummary of the stage of development, the currenit or probable customers,
und the physical location of the proposed or currently operating franchisels].
# The type of business plan the pilot will ues and of the prototype
if it is svailable. IF the wummuﬁ

slatement of the franchise(s) has been completed , & summary of its’ mujor
results ghould be includad.

Page d
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Friachiss Fuasd Pl Frogram.

- i“ﬂﬂﬂhﬂ-mlmﬂwihpﬁﬂlmu

from a decrease in customer base or the

Himhwhwmlhm
™ The agency may include mmy other infrmation it deems pertinent to its’
spplication

V1. Scheduled Milestones

~ February 17, 1095

mmrmm
The free, cas day conference for potastial spplicanta will be
beld in the suditorium of the Resolution Trust Corparation
(RTC), 801 17th Strwst, N.W., Washington, D.C., on Friday,
r-lh'lh'fl'f lmhﬁ-ﬁ‘nm“_ mw&,:[
mmmmnnu{hhmmh

[ March 38,1008

ri

ire dus. ﬁ-lq_fﬁ;
lwliu'r.'h- wubmitied to the Deputy Direcior for
Hmmhﬂﬂ,udnumhhmﬂm
CP0 Coumcll Franchiss Pund Bissring Commities,
Bapressntatives from the CP0 Cound] Steering Comnmitiss
and the Pranchise Pund Working Group review agency

uﬂhﬂmuduhnu-mhmhmw
Clyde McShan to the CFO Coundl. (Applications may be

subsmitied as s00n s they are com plsted )
dApril 18, 1998 At the CFO Coundl Masting, council agress to forward its
would i orher.
April 34, 1995 Begin  welting the meoommended pilots with the
Commitises snd Benate, Gov. Affairs and
House, Committss oo Governmant Reform and Owersight
Mixy 15,1905 ‘OME Direcior designates pilol agencies and OMB notifies
materials.
Plesss submit appropriste copies to:
John Koskinen Clyds G, McShan, IT
-Dﬂ-d'ﬂlmnf:lntl.ml chq-;-:,lﬂ | for
Aftenticn: Miks Wenk ' Room 6827
Room BI2E Department of Commeres
New Executive Office 1dth & Constitation Avenue N.W.
Washingian, D C. 20503 Waahington, D.C, 20230

Paga &
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