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EXECUTIVE SUMMARY 

Purpose 
This review assessed the manner and extent to which the Public Buildings Service (PBS) 
utilizes the brokerage contracts in several metropolitan areas and evaluated the internal 
control environment relative to the task order process. 

Background 
PBS has used both national and regional brokerage contracts to acquire lease acquisition 
services. This practice has evolved into an almost self-funding vehicle that permits 
brokers to collect the commission they would normally be entitled to under a commercial 
transaction and pass that amount on to GSA.  GSA in turn can apply the amount as an 
offset to costs incurred under the related contract. The national contracts will soon expire 
and PBS is contemplating a replacement. 

Results-in-Brief 
Overall we observed that funding deficiencies are driving contract design and use, 
resulting in the subordination of other critical concerns such as financial accountability, 
procurement integrity and the perception of fair and open competition.  Administrative 
deficiencies, particularly in the National Capital Region, have produced a permissive 
environment where the risk of undetected error or abuse is unacceptably high.  At the task 
order level, highly complex or uncertain requirements were found to fit poorly under the 
fixed price, task order contracts that were most typically employed.  And from the 
perspective of anticipated national workload, the requirements are so varied and dispersed 
as to seemingly defy a single nationwide solution. 

On the other hand, the brokers are said to provide essential assistance, and all of the 
regional representatives we encountered are in favor of continuing the relationship. 
Further, there are aspects of a successful model present in several existing vehicles.  It 
seems clear that to remain viable, PBS will need to expand the use of these contracts, as it 
no longer has the in-house capacity. However, it is also apparent that the change from in
house delivery to purchased services necessitates significant revisions to its control 
infrastructure. A comprehensive plan that contemplates the legal, financial and 
procurement elements needed to support outsourced lease acquisition services is 
prerequisite, as is a sufficient, reliable, and fairly allocated source of funding. 

Recommendation 
We recommend that the Commissioner of PBS consider the lessons available from current 
and expired brokerage contracts before committing to a new procurement strategy.  
Specifically: 

1.	 The source of funding for any future contract must be defined, communicated and 
controlled. Current practice has resulted in incompatible regional interpretations, 
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which in at least two regions, has culminating in the unsupportable practice of issuing 
zero dollar task orders. 

2.	 Contract administration deficiencies in the National Capital Region must be addressed 
before assigning additional requirements in this region. 

3.	 Assuming the Acquisition Plan to acquire future lease acquisition services is national 
in scope, the plan should address procurement design options, extent of procurement 
delegation, accounting and internal control elements as well as the nationwide contract 
administration requirements such an action will impose.  Please refer to Lessons 
Derived from Fieldwork Observations, page 18. 
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INTRODUCTION 

Background 
In January 1997, PBS issued a Request for Proposals for the National Real Estate Services 
Solicitation. The vehicle was described as “Indefinite Quantity, Indefinite Delivery 
Contracts by four geographic zones for real estate services, including lease acquisition, 
requirements development, lease renegotiations, tax appeals and other services”.  Contract 
coverage was broken into the East Zone (Regions 1, 2, 3 and 11), South Zone (Regions 4 
and 7), Central Zone (Regions 5, 6 and 8) and West Zone (Regions 9 and 10).   

Awards were made to two contractors in each zone: 

East • Spaulding & Slye Services, LP 
• The Crown Partnership 

South • Amelang Management Corporation 
• Equis Corporation 

Central and West • PM Realty Group, Ltd. 
• Equis Corporation 

There are two main categories of real estate services under the national brokerage contract: 
full lease acquisition services and menu services.  The pricing for the lease acquisition 
services is based on a percentage of the total contract value. Menu services, listed in the 
table below, offer separately the various elements of a full lease acquisition, plus some 
related services. Antenna outleasing, facility surveys, and janitorial audit services were 
also available under some of the contracts. 

The contract had a three-year 
base term with two one-year 
options. Notice to proceed was 
issued in September 1997.  
Options were only exercised in 
the East and South Zones, with 
expiration scheduled for 
September 2002. 

The annual minimum ordering 
guarantees and maximum 
ordering limits varied by zone.  
The East Zone minimum was 
$300,000 with a maximum of 
$3,000,000. The South Zone 

 Figure 1 (source: review of zonal contract file) 

Menu Item Services Pricing 
Space Programming Per usable square foot 
Post-Award Services Per usable square foot 
Lease Alterations Per usable square foot 
Fire & Life Safety Survey Per usable square foot 
Outleasing Per usable square foot 
Lease Extension Per task 
Market Analysis Per task 
Market Survey Per task 
Develop Solicitation for Offers Per task 
Review and Evaluate Offers Per task 
Negotiate Offers Per task 
Prepare Lease Documents Per task 
Succeeding Lease Per task 
Real Estate Tax Adjustment Per 25 leases per block 
Operating Cost Escalations Per 25 leases per block 
Real Estate Tax Appeals To be negotiated 
Renegotiation of Existing Lease To be negotiated 

minimum was $250,000 with a 
maximum of $2,000,000.  The Central Zone offered a minimum of $100,000 with a 
maximum of $1,000,000.  The West Zone had a $250,000 minimum with a $2,000,000 
maximum.  Amounts are all per contract, per year. 
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The contracts were significantly modified in early 2000 when brokers were instructed to 
recapture the brokers’ commission fee on behalf of PBS.  This commission had previously 
been considered unavailable for Government collection.  Instead, brokers had been 
instructed to ensure that lessors reduced the rental rates by the value of the non-collected 
commission, but this approach was not considered fully effective.  The issue was brought 
forward to GSA legal counsel for consideration. Counsel determined that PBS could 
accept a commission fee collected through a broker as a rebate, and retain the use of those 
funds, up to the amount of costs actually incurred. 

Many of the PBS regional offices supplemented the national brokerage contracts with their 
own regional contracts. Currently, there are regional brokerage contracts in Regions 4, 5, 
7, 8, 9, 10 and 11. Many are similar in structure, offering both full lease acquisition 
services and menu services with a similar pricing structure.   

Reg. Contractor Effective Date Contract Term Minimum 
4 JMG Contractors February 2000 1 year, 4 option years $72,500/yr. 
7 Amelang September 2000 2 year, 3 option years $200/yr. 
7 Spaulding & Slye February 2002 1 year, 4 option years $200/yr. 
7 Julien J. Studley February 2002 1 year, 4 option years $200/yr. 
9 Crown Partnership September 2000 1 year, 4 option years $2,000/yr. 
9 Kabler/Robbins September 2000 1 year, 4 option years $2,000/yr. 
9 Wallace & Steichen September 2000 1 year, 4 option years $2,000/yr. 
9 Colliers International September 2000 1 year, 4 option years $2,000/yr. 
9 Equis Corporation September 2000 1 year, 4 option years $2,000/yr. 
11 Crown Partnership October 2001 1 year, 4 option years $10,000/yr. 
11 Spaulding & Slye October 2001 1 year, 4 option years $10,000/yr. 
11 Capitol CREAG October 2001 1 year, 4 option years $10,000/yr. 
11 Trammell Crow October 2001 1 year, 4 option years $10,000/yr. 
11 Equis Corporation October 2001 1 year, 4 option years $10,000/yr. 

Figure 2 (source: review of regional contract files) 

Objective, Scope and Methodology 
The objective for this review was two-fold. First, we assessed the manner and extent to 
which PBS utilizes the brokerage contracts in several metropolitan areas down to the level 
of the individual task order. Second, we evaluated the internal control environment 
relative to the task order process. 

All four zones of the national brokerage contract were reviewed.  Additionally, regional 
contracts in Regions 4, 5, 7, 8, 9 and 11 were analyzed. Auditors first set out to gather all 
contract related documents such as the Request for Proposals, Price Negotiation 
Memorandum, contract modifications, and pricing structure worksheets.  Second, auditors 
set out to obtain the complete universe of task orders issued against these contract vehicles.  
Contracting officers in each region were contacted and all task orders, receiving reports 
and invoices in the contract files were duplicated. To further verify the completeness of 
this collection, queries were run in GSA’s Financial Management Information System 
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(FMIS) to determine if any payments made to a brokerage contract vendor had been 
excluded and could potentially be brokerage contract task orders. This test lead auditors to 
find additional task orders through the Visual Invoice Tracking and Payment (VITAP) 
system on the GSA Office of the Chief Financial Officer’s website.  With a complete 
collection of task orders issued under the aforementioned brokerage contracts, auditors 
compiled a database of brokerage contract activity.  The majority of quantitative 
information provided in this report stemmed from this task order database.   

In addition, the auditors assessed the internal control environment relative to task order 
administration.  Each region presented a unique environment.  We conducted a walk
through of sample transactions sufficient to document the task order process.  We reviewed 
the contract files for delegation of procurement authority and interviewed contracting 
officials regarding the process of placing, receiving and paying for orders.  We assessed 
procurement transaction control sufficient to ascertain extent of separation of duties; 
whether purchases are initiated only on the basis of purchase requisitions; whether the 
number sequence of task orders are accounted for; whether purchase order prices are 
confirmed and approved by the responsible official; and whether invoices are approved for 
payment by an authorized official.  We assessed contract administration to determine 
whether the financial management information system provide a means to identify all 
transactions under the various brokerage contracts; whether vendor performance is 
measured and tracked; whether total activity under each of the contracts is known and 
administered in accordance with contract terms; whether all contract modifications are 
duly executed with appropriate signatures and date sequence; and whether modifications 
reflect changes that would be considered within the scope of the original procurement 
action. We also screened for specific fraud risk factors.  

Fieldwork was conducted from March to June 2002.  The audit was conducted in 
accordance with generally accepted government auditing standards for performance audits. 
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RESULTS OF REVIEW 

Faced with declining staff size and what was recurrently described to us as an insufficient 
operating budget, PBS regional offices are finding innovative but high-risk business 
solutions to obtaining lease acquisition services through the use of brokerage contracts. 
These services represent work that would previously have been accomplished in-house by 
a PBS realty specialist. The innovations we observed, such as zero dollar task orders, 
expanding scope contracts, bundled requirements, commission rebates, lease cost 
allowances, etc., all seek to capitalize on the “self-funding” aspect of the brokerage 
contracts. There is a tendency to include as many services as possible within the scope of 
these contracts, using commissions generated from full lease acquisitions as a means to 
supplement funding for operations.  While commendable as a creative response, these 
practices as implemented have weakened internal control and subordinated price 
reasonableness as an award factor. In the more ambitious applications, and to the extent 
that funding concerns continue to subordinate other priorities, we view the risk of an 
undetected fraud as unacceptably high. 

There are other issues that stem from what could be characterized as the non-commercial 
nature of the services requested. A prolonged learning curve is the reported norm, during 
which contractors must be taught what is expected to properly execute a lease on behalf of 
the federal government.  As an indication of this, the most highly valued contractors were 
those that could provide ex-PBS employees.  The contracts tend to generate a significant 
administrative burden, particularly during the learning curve, and particularly where 
individual task orders must be competed or negotiated prior to award.  Ultimately, such 
administrative requirements seem disproportionate to the value derived and would not 
likely be entertained absent the commission rebate potential.  Further, tenant agency space 
requests are very diverse and subject to frequent change.  We argue that such variability 
does not readily fit within a fixed-price, menu-driven contract.  Where the application is 
forced, we find evidence of extensive sole-source exception pricing and termination 
charges. In view of these observations, we recommend that PBS address the significant 
policy questions and control issues raised in this review prior to implementation of its 
proposed national brokerage contract. 

This report presents an analysis of contract usage derived from a review of the task order 
documentation; a discussion of commissions and rebates; a summary of our observations 
and lessons learned; and a workload analysis derived from STAR data.  The appendices 
contain an abstract of each of the contract vehicles and discussion of our observations 
relative to contract design, use and administration.   

Contract Usage Overview 
Order Activity per Contract Vehicle 
Figures 3 and 4 present the contract vehicles ranked by order amount.  More than half of 
the total order volume occurred in the National East Zone, where average order size was 
significantly larger than the overall average. This data includes all orders we could 
identify under each of the contracts, beginning with fiscal year 1998 through the date of 
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fieldwork, or approximately May 2002.  Not all of the vehicles were in effect for the entire 
period. 

Contract Vehicle Order Amount Average Order 
National (East Zone) 17,915,438 51,929 
National (South Zone) 4,810,991 21,194 
National (Central Zone) 2,377,757 26,129 
National (West Zone) 2,306,125 20,776 
Regional (R7) 1,704,616 30,993 
Regional (R9) 1,501,433 30,641 
Regional (R5) 533,590 13,014 
Regional (R4) 244,784 27,198 
Regional (R11) 152,123 38,031 
Regional (R8) 13,090 1,190 
Grand Total 31,559,947 33,468 

Figure 3 (source: auditor’s task order analysis) 

% of Total Order Amount 
Contract Vehicle FY98 FY99 FY00 FY01 FY02 ytd Total 
National (East Zone) 2.23% 11.75% 13.74% 16.94% 12.09% 56.77%

National (South Zone) 2.27% 3.78% 2.34% 5.90% 0.96% 15.24%

National (Central Zone) 1.74% 4.79% 0.91% 0.10% 7.53%

National (West Zone) 1.49% 1.63% 3.87% 0.32% 7.31%

Regional (R7) 0.04% 2.71% 2.65% 5.40%

Regional (R9) 0.66% 2.79% 1.31% 4.76%

Regional (R5) 1.23% 0.46% 1.69%

Regional (R4) 0.33% 0.27% 0.18% 0.78%

Regional (R11) 0.48% 0.48%

Regional (R8) 0.04% 0.00% 0.04%

Grand Total 7.73% 21.95% 21.89% 30.30% 18.13% 100.00% 

Figure 4 (source: auditor’s task order analysis) 

Order Activity per Individual Contract 
Figure 5 presents the same data summarized by vendor contract.  Most contract vehicles, 
such as the East Zone, usually include more than one vendor contract.  The vendor 
contracts share the same terms and conditions, but reflect the pricing unique to that vendor.  
Note that a vendor may have been awarded several contracts under different contract 
vehicles (one or more of the zonal contract and a regional contract, for example).  By a 
significant margin, Spaulding and Slye has won the largest share of task order volume, as 
measured by either dollars or task orders awarded. 
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Contractor Contract Vehicle Order 
Amount Average Number of 

Orders 
Spaulding & Slye Services, LP National (East Zone) 13,192,933 66,969 198 
The Crown Partnership, Inc. National (East Zone) 4,722,505 31,909 148 
Amelang Management Corp. National (South Zone) 3,033,720 20,779 149 
Equis Corporation National (South Zone) 1,777,272 21,942 83 
Equis Corporation National (Central Zone) 1,748,799 26,905 67 
Equis Corporation National (West Zone) 1,407,330 24,264 58 
Amelang Management Corp. Regional (R7) 1,082,599 29,259 39 
PM Realty Group, Ltd. National (West Zone) 898,795 16,958 53 
PM Realty Group, Ltd. National (Central Zone) 628,958 24,191 27 
Kabler Robbins Regional (R9) 436,324 145,441 3 
Julien J. Studley, Inc. Regional (R7) 417,359 41,736 10 
Wallace & Steichen Regional (R9) 414,660 59,237 7 
The Crown Partnership, Inc. Regional (R9) 412,115 24,242 17 
JMG Contractors Regional (R4) 244,784 27,198 9 
Spaulding & Slye Services, LP Regional (R7) 204,658 25,582 8 
Spaulding & Slye Services, LP Regional (R5) 152,002 21,715 7 
Capitol CREAG Regional (R11) 135,065 45,022 3 
Equis Corporation Regional (R9) 122,159 8,144 15 
Colliers International Regional (R9) 116,175 16,596 7 
Equis Corporation Regional (R5) 116,149 10,559 11 
Spaulding & Slye Services, LP Regional (R5) 76,953 15,391 5 
Spaulding & Slye Services, LP Regional (R5) 70,209 17,552 4 
Equis Corporation Regional (R5) 60,644 12,129 5 
Equis Corporation Regional (R5) 57,633 6,404 9 
Spaulding & Slye Services, LP Regional (R11) 17,058 17,058 1 
Equis Corporation Regional (R8) 13,090 1,190 11 

31,559,947 33,468 954 
Figure 5 (source: auditor’s task order analysis) 

Order Activity by Type of Service and Source of Pricing 
With one exception (R5), all of the contract vehicles offer both a full lease acquisition 
service as well as individual elements of that service priced separately.  While the vehicles 
differ slightly in scope of services, lease acquisition is the focus of each. Figure 6 
confirms that, at least in the aggregate, the predominant contract use is full lease 
acquisition service, wherein the contractor becomes the functional equivalent of a realty 
specialist, representing PBS in its dealings with both the tenant and lessor. When it 
successfully culminates in a lease award, this is also the service that generates a rebate to 
GSA; the equivalent of the commission that the broker would have earned in a commercial 
deal. The rebate may and often does exceed the amount GSA paid under the contract, but 
that amount is not reflected in this data.  We discuss rebates separately, in a subsequent 
section of this report. 

8 For Official Use Only 



GSA/OIG/A020135/P/W/R03003  	For Official Use Only 

Order Amount Contract Vehicle (2) 
Service Ordered National Regional Grand Total 
Full Lease Acquisition Services 18,827,474 3,342,720 22,170,194 
Non-Contract Services 3,785,748 2,000 3,787,748 
Preaward Service Menu Item 1,867,659 488,050 2,355,709 
Post Award Services 777,349 96,396 873,745 
Succeeding Lease 523,169 91,681 614,850 
Outleasing 546,630 39,436 586,066 
Space Programming 501,344 501,344 
Real Estate Tax Adjustments 214,372 214,372 
Lease Extension 149,807 44,800 194,607 
Facility Survey Services 106,400 106,400 
Lease Alterations 36,858 34,640 71,498 
Real Estate Tax Appeal 43,470 43,470 
Fire and Life Safety Survey 10,286 10,286 
Appraisal 9,913 9,913 
Operating Cost Escalations 9,625 9,625 
(blank) 8,120 8,120 
Antenna Outleasing 2,000 2,000 
Grand Total 27,410,311 4,149,636 31,559,947 

Figure 6 (source: auditor’s task order analysis) 

Note that the second most utilized service item is what we have labeled as “non-contract 
services”. This represents task orders for services that are clearly outside the scope of the 
individual contracts with no documented justification for a sole-source (not competed) 
procurement action.  We will see below that the majority of these actions occurred under a 
single contract vehicle and were confined to the National Capital Region, but before that, 
Figures 7 and 8 present a different but related aspect of contract administration: task order 
pricing. The two tables present order activity categorized by how the task order price was 
derived: 

•	 If the task order price is based on the established contract price for that service, 
including the occasional volume discount applied to bundled task orders, we 
classified the task order as “contract-derived”. 

•	 If the price is higher than the contract price (or if the service is not included under 
the contract) and there is no evidence of an authorized price negotiation, we 
classified the task order as an “exception”. Non-contract services generated about 
half of the exception amount. 

•	 If the task order did not contain sufficient detail to determine a price for the 
services ordered, we classified the task order as “insufficient data”. 
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% of Order (Count) 

Contract Vehicle Contract-
derived Exception Insufficient 

Data 
Total 
Count 

National (East Zone) 66.2% 24.9% 9.0% 346 
National (South Zone) 90.9% 2.6% 6.5% 232 
National (West Zone) 86.5% 5.4% 8.1% 111 
National (Central Zone) 71.3% 4.3% 24.5% 94 
Regional (R7) 71.9% 8.8% 19.3% 57 
Regional (R9) 93.9% 6.1% 0.0% 49 
Regional (R5) 100.0% 0.0% 0.0% 41 
Regional (R8) 100.0% 0.0% 0.0% 11 
Regional (R4) 100.0% 0.0% 0.0% 9 
Regional (R11) 75.0% 0.0% 25.0% 4 
Grand Total 79.0% 11.5% 9.4% 954 

Figure 7 (source: auditor’s task order analysis) 

Exception pricing, in general, points to a lapse in procurement process.  In many instances, 
the exceptional aspect of the service would of itself have necessitated either a documented 
justification to enter into a negotiated, sole-source procurement, or a separate competitive 
procurement.  In the case of insufficient data, the issue is usually improper or lax task 
order administration.  For example, the task order may have been so vague that the specific 
services to be rendered, on whose behalf, and at what price, cannot be determined.  This 
precludes meaningful administrative oversight and should not have been signed or issued 
by the administering contracting officer. 

In Figure 8 we present this pricing issue from another perspective, this time dividing the 
orders between the National Capital Region and the rest of the country and basing the 
allocation on dollar value of the order rather than order count. This point of view helps 
identify the source of the exception pricing, the majority of which can be attributed to the 
National Capital Region, and specifically, the Spaulding and Slye contract.  Overall, these 
pricing exceptions constitute nearly one quarter of the total combined order value.  The 
associated task order files exhibited no evidence of the ordering official having followed 
appropriate procurement procedures.  Note that the relative percentages for both the 
pricing exception and insufficient data categories are higher in Figure 8, which is based on 
order value, rather than order count. The implication is that the average order value tends 
to be higher for the exceptions and insufficient data categories and lower for contract-
derived category. 
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Location Contractor Contract-
derived Exception Insufficient 

Data 
Grand 
Total 

NCR 

% of Total Order Amount 

Spaulding & Slye Services, LP 7.54% 16.90% 6.05% 30.49% 
The Crown Partnership, Inc. 2.63% 2.03% 0.67% 5.33% 
Capitol CREAG 0.43% 0.00% 0.00% 0.43% 

NCR Total 10.60% 18.93% 6.72% 36.25% 

Outside NCR 
Equis Corporation 13.02% 1.81% 1.97% 16.80% 
Amelang Management Corp. 11.66% 0.38% 1.01% 13.04% 
Spaulding & Slye Services, LP 8.92% 1.08% 2.96% 12.96% 
The Crown Partnership, Inc. 9.34% 1.29% 0.32% 10.94% 
PM Realty Group, Ltd. 4.40% 0.06% 0.38% 4.84% 
Kabler Robbins 1.38% 0.00% 0.00% 1.38% 
Julien J. Studley, Inc. 1.31% 0.01% 0.00% 1.32% 
Wallace & Steichen 1.31% 0.00% 0.00% 1.31% 
JMG Contractors 0.78% 0.00% 0.00% 0.78% 
Colliers International 0.37% 0.00% 0.00% 0.37% 

Outside NCR Total 52.49% 4.63% 6.64% 63.75% 

Grand Total 63.09% 23.56% 13.35% 100.00% 
Figure 8 (source: auditor’s task order analysis) 

Non-Contract Services 
Figure 9 drills down yet another level, this time with a focus on the “Non-Contract 
Services”. As can be seen, this is primarily a National Capital Region phenomenon.  The 
services are not a logical fit for the fixed-price, task order contract under which they were 
procured, but it was an expedient vehicle. Some of this work simply bypassed the formal 
procurement system, the contractor accepting verbal direction from individuals not 
authorized to act on behalf of the contracting officer.  In other cases, a proposal was 
submitted and a task order issued, with no justification for setting aside the competition 
requirement.  In several of the examples, PBS was acquiring the services of an ex-PBS 
employee tasked to manage various program areas under vaguely worded orders.  This 
practice spanned several years during a part of which three projects overlapped.  The cost 
justification for two of those both assumed a full time effort.  The third assumed a 72% of 
full time effort.  The contractor proposed the individual by name, and in one case even 
cited a concurrent project as relevant experience. The fact that the same individual would 
be performing all three tasks simultaneously was not a documented consideration. 
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Service Comment Amount % of Total Notes 
NCR 

Non-Contract Services 
DC AAP/Ratification 1,441,000 38.04% a 
Research & Development 388000 10.24% b 
Legal Services 371,767 9.81% c 
Workplace Solutions 257,112 6.79% d 
Telecommuting Center 255,000 6.73% e 
Consulting 223,363 5.90% f 
Multi-Project Assignment 100,000 2.64% g 
Technical Support Services 96,000 2.53% h 
Site Selection Study 68,447 1.81% I 
Other 176,661 4.66% j 

Non-Contract Services Total 3,377,350 89.17% 

Outside NCR 
Non-Contract Services 

Lease Audit 207,413 5.48% k 
Telecommuting Center 121,625 3.21% l 
Consulting 35,000 0.92% m 
Lease Buyout 17,660 0.47% n 
Other 28,700 0.76% o 

Non-Contract Services Total 410,398 10.83% 

Grand Total 3,787,748 100.00% 
Figure 9 (source: auditor’s task order analysis) 

See Appendix C for notes to this table. 

Cancellations 
Figure 10 presents the contract vehicles and contractors ranked by the greatest percentage 
of cancelled orders. Vendor performance could be one of several potential factors 
influencing this rate, but our review did not extend to that level of detail.  External factors, 
such as client agency funding, or orders issued as placeholders to satisfy a minimum 
revenue guarantee could also apply. We provide the data here to bring attention to the 
bottom line ten percent cancellation rate.  Under the terms that apply to most of the 
contract vehicles, the vendor is entitled to partial payment for actions terminated prior to 
completion.  These outlays would not result in a rebate; they would be eligible for offset 
(from other unapplied rebates) only in the aggregate. 
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Contract Vehicle Count of index Cancelled %  Cancelled 
National (Central Zone) 94 20 21% 
National (West Zone) 111 18 16% 
Regional (R5) 41 5 12% 
National (South Zone) 232 25 11% 
Regional (R7) 57 6 11% 
National (East Zone) 346 23 7% 
Regional (R11) 4 0% 
Regional (R4) 9 0% 
Regional (R8) 11 0% 
Regional (R9) 49 0% 
Grand Total 954 97 10% 

Contractor Count of index Cancelled %  Cancelled 
Equis Corporation 259 47 18% 
PM Realty Group, Ltd. 80 13 16% 
The Crown Partnership, Inc. 165 13 8% 
Amelang Management Corp. 188 14 7% 
Spaulding & Slye Services, LP 223 10 4% 
Capitol CREAG 3 0% 
Colliers International 7 0% 
JMG Contractors 9 0% 
Julien J. Studley, Inc. 10 0% 
Kabler Robbins 3 0% 
Wallace & Steichen 7 0% 
Grand Total 954 97 10% 

Figure 10 (source: auditor’s task order analysis) 
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Rebates and the Use of “Zero Dollar” Task Orders 
We observed variations of  “zero dollar” or no-cost task orders under two separate regional 
contract vehicles, where payment for leasing services rendered was expected to come from 
the landlord or property owners who were signing a lease and not from GSA controlled 
funds. Both regions acknowledge this practice to be a significant departure, and although 
regional counsel was consulted to some extent, no legal opinion was sought.  In our own 
discussions, both regional counsels appear tentative, raising concerns of potential violation 
of the Antideficiency Act and possibly illegal augmentation of funds.  We would add 
improper accounting and inadequate financial control to that list of concerns. 

Legal Advice from the General Counsel 
On May 3, 1999, the Associate General Counsel issued a memorandum entitled “Rebate of 
Broker’s Commission Under the National Broker Contract”.  GSA had requested legal 
advice on whether it may recover and retain the commissions typically paid to real estate 
brokers by landlords in private sector leasing transactions. The memorandum stated that it 
is permissible for GSA to accept a rebate from the tenant brokers and credit the amount to 
the appropriation from which the brokers are paid.  In part, it provides the following 
background: 

“GSA has retained the services of tenant brokers through the national broker 
contract. As currently structured, the brokers under this contract are paid directly 
by GSA… GSA’s brokers are prohibited from accepting any commission from a 
landlord or any other source for work performed under the contract. Where a GSA 
broker would be entitled to a commission…the broker must notify the contracting 
officer and negotiate to have the commission…removed from the offer or have 
GSA’s lease obligation reduced…. 

“Regardless of the provisions…a perception remains that some landlords continue 
to factor the cost of the commission into the rent charged GSA. This perception led 
to the inquiry regarding how GSA could recover and retain the commission 
payable to the brokers.” 

The memo goes on to discuss the circumstances in which a commission can by retained; 
but first, it explains why the common business practice cannot be adopted. 

“The common practice of having tenant brokers compensated directly by the 
landlord through a commission would not be acceptable in a government contract 
for two reasons. First, there is a potential for a conflict of interest between the 
government’s interest in receiving the best value and the brokers’ interest in 
receiving the highest compensation. Secondly, to allow the brokers to be 
compensated by anyone other than GSA for services provided to GSA, would be an 
illegal augmentation of GSA’s appropriations…. 

“As a general rule, absent specific statutory authority, all funds received for the 
use of the United States must be deposited in the general fund of the Treasury as 
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miscellaneous receipts…. There are exceptions to this general rule. One of the 
categories of exceptions relates to receipts that qualify as repayments to an 
appropriation…. Authorized repayments are defined as either reimbursements or 
refunds…. Refunds are defined as repayments for excess payment…. GSA may 
accept a rebate of the commission and properly characterize it as refund…if GSA 
receives the amount from the broker and credits the amount to the appropriation 
against which the cost of the broker contract is charged…. 

“The current national broker contract would need to be modified to require 
brokers to report where and if broker commissions were available and to have the 
broker pay the commission directly to GSA…. The recovery…in this manner would 
not be an illegal augmentation because it would be an adjustment in previous 
amounts disbursed to the broker which would serve to provide GSA with that which 
it bargained for under the broker’s contract.” 

Guidance from the PBS Chief Financial Officer 
On April 4, 2000, the Assistant Commissioner, Office of Financial and Information 
Systems issued financial guidance on the matter, instructing PBS in the mechanics of 
collecting the rebates. Among other issues, the guidance compelled a contract 
modification to establish the broker’s requirements with respect to notification and 
remittance.  It informed that the rebates would be applied as a credit against the originating 
task order, identified by ACT number.  It also established a requirement to conduct a 
periodic reconciliation to determine whether all refunds were being collected and whether 
refunds were in excess of actual contract payments.  While the definition of “excess 
payment” might be open to interpretation, the guidance reaffirmed the precept that such 
funds could not be retained by the Federal Building Fund and would instead be remitted to 
Treasury. This guidance proved incomplete. 

Additional clarification was prepared August 14, 2001, by the Acting Chief Financial 
Officer. It stated in part that 

“Rebates received from vendors under National, Regional, or other brokers’ 
contracts may be used to offset obligations made under these contracts…. Such 
offsets or credits will have the effect of increasing unobligated balances in BA61, 
which may be available for immediate regional obligation.” 

But it also cautioned that these offsets or credits are applied only if specific procedures are 
followed. These include the use of prescribed transaction coding, and verification to an ad 
hoc rebate log maintained by the PBS Budget Division via email updates from the regions.  
It described a tiered order of precedence that it would follow in applying the offsets: 

1.	 Offset obligations incurred under the originating action. 
2.	 Offset obligations incurred for other actions originating with that broker, in that 

region, under that contract. 
3.	 Offset obligations incurred by other regions, but again, only with the same broker, 

under the same contract. 
4.	 Upon expiration of all task orders, any excess would be transferred to Treasury. 
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An even greater restriction was present. Any rebate received subsequent to the fiscal year 
of the originating obligation (task order) was to be credited as a prior year recovery and 
therefore would not be made available for immediate regional obligation.  To further 
complicate matters, contract number is not a captured data element within the GSA 
financial system, many of the actions span one or more fiscal years, and there is no key 
that will uniquely identify the originating obligation, as the same ACT number was applied 
to multiple task orders. 

Predictably, discussion with associates from several regions disclosed that there has been 
significant frustration with the Budget Division’s inability to track and return to their 
respective regions rebate monies submitted.  The funds were instead held in suspense and 
not made available for regional obligation.  Existing fund balances were insufficient to 
permit additional broker service task orders.  In response, two of the regions included in 
our review initiated the zero dollar task order, wherein the task orders are issued with zero 
dollars in obligated amount and payment to the broker is to be made directly from the 
commission/rebate amount received from the landlord.  The issuance of these orders is not 
treated as a financial event; therefore no accounting entry is recorded. 

Below we discuss and compare the two regional examples. 

Pacific Rim Region’s Approach 
The Pacific Rim Region was one of two regions observed issuing zero dollar task orders 
under its regional contract. As of the end of fieldwork the region had entered into 
agreements for full acquisition lease services under 26 such task orders.  It estimates that 
the broker fees would have been $1,212,206 had the orders contained an obligation 
amount.   

Each task order issued included the following language: 

“Broker fee will be paid through the commission/rebate accepted by the 
contractor. Any excess commission/rebate over and beyond the fee shall be made 
payable to GSA…” 

This approach of having the tenant broker compensated directly by the landlord and having 
any excess commission proceeds sent to GSA conflicts with the May 3, 1999 legal 
memorandum cited in the above background discussion.  Counsel was unequivocal; to 
allow the brokers to be compensated directly by anyone other than GSA for services 
provided to GSA would be an illegal augmentation of GSA’s appropriations.  Further, 
since no expense is recognized under a zero dollar transaction, there can be no justification 
to retain any of the rebate. The right to retain those funds, again according to the same 
memorandum, can be justified only to the extent that it represents a refund, or repayment 
of excess payments.  Finally, the contract itself specifically prohibits, as an organizational 
conflict of interest, compensation from any source other than the Government.  This 
fundamental change in the terms of agreement was accomplished not through contract 
modification, but through the specific language incorporated into each task order, which 
according to the contracting officer, the vendors were free to accept or reject. 
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Each task order also states: 

“If the commission rebate(s) accepted by the contractor does not fully cover the 
estimated broker fee, then contractor agrees to waive the difference”. 

And further: 

“If a lease…transaction is terminated prior to…lease award…then the contractor 
will not be entitled to payment…” 

In effect then, the government will order and receive a service of value for which the 
contractor may or may not be compensated.  Particularly in the case of transaction 
termination, we question whether this language is sufficient to avoid a claim for equitable 
adjustment.  Nationwide, documented order cancellations were observed in ten percent of 
the task orders reviewed. 

Rocky Mountain Region’s Approach 
As of the end of fieldwork the Rocky Mountain Region had entered into ten zero dollar 
agreements for full lease acquisition services under a regional contract designed for this 
purpose. The “price” for a full lease acquisition service is expressed in terms of the 
percentage of commission to be rebated.  Neither the contract nor the task order establish a 
fixed price for the service; the vendor appears to have agreed to work for whatever 
commission it can negotiate less the rebate percentage it has agreed to remit to GSA.  The 
rebate varies from zero percent for the smallest projects to 40 percent for the largest.  A 
modification in June 2002 states that the vendor will now rebate 100 percent of the 
commission, with the government to pay the vendor in accordance with the terms of the 
price schedule. The modification only serves to confuse an already ambiguous contract 
vehicle. 

As with the Pacific Rim Region example, issuance of the task order does not result in an 
accounting entry to record an obligation of funds. The orders do make reference to a 
subsequent modification to reflect necessary accounting entries, but no examples of such 
modifications were observed.  Likewise, there were no invoices or record of rebates from 
the vendor for any work related to these task orders, most of which were awarded in fiscal 
year 2001. Again as with the Pacific Rim Region, the procedures observed conflict with 
the legal justification that permits retention of rebates.  Further, the procedures produce an 
inadequate accounting of the event and negate the financial controls that would have at the 
least created an open item subject to year-end accounting reconciliation.  The approach 
exists solely as a means to order services for which funding is otherwise not available.  
Overall, this structure better serves the interest of the contractor than the government; it 
creates an incentive for the contractor to maximize its fee and the potential to under-report 
commissions collected. 
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Lessons Derived from Fieldwork Observations 
In the course of this review we examined PBS’ experiences with its four zonal contracts 
and six unique regional contracts. Appendix B presents a summary of each along with 
contract-specific lessons. This section consolidates those observations by topic and 
includes a reference to the Appendix B source. 

Administration and Internal Control 

1)	 Best Practices: 

a)	 With good design and sufficient resource dedication, it is possible to effectively 
administer brokerage contracts, but it does require significant effort and some 
organizational restructuring. (South Zone, Appendix B-6) 

b)	 A task order file template reduces the administrative burden and improves the 
average quality of all related documentation. (Region 5, Appendix B-13) 

c)	 It would be informative to follow up on the effectiveness of the performance 
measurement methodology established under these contracts, which stood out with 
tangible, measurable performance standards. (Region 7, Appendix B-15) 

2)	 Problem Areas: 

a) Specific task order administration requirements need to be articulated.  A file 
template would help.  Examples of adequate and inadequate practices should also 
be provided. Projections of anticipated administrative workload and staffing 
requirements would then be possible. (Region 11, Appendix B-20) 

b) Vaguely worded description of services frustrates accomplishment of task order 
oversight responsibilities, including price validation and acknowledgment of 
receipt. Task orders should cite specific contract service, details of the requirement 
sufficient to validate pricing, source of request and a link to related STAR data if 
applicable. (East Zone, Appendix B-2) 

c) Deficient procurement and contract administration practices observed here may 
extend beyond this contract vehicle, implying a need for an objective assessment 
and corrective action. (Region 11, Appendix B-20) 

d) Funding or minimum order guarantee concerns should not be permitted to 
subordinate internal control and proper procurement practices.  Excessive task 
order modifications driven by such concerns have this effect. (Central Zone, 
Appendix B-8) 

e)	 An ambiguous task description defeats meaningful price validation and acceptance.  
Under a fixed price, task order contract such as this, the order format should 
emulate the contract price schedule format. (Central Zone, Appendix B-8) 

f)	 The practice of grouping transactions under a single, blanket ACT number defeats 
a critical internal control element. (West Zone, Appendix B-10) 

g)	 It is important to designate Contracting Officer’s Representative (COR) and 
Technical Representative (COTR) names and responsibilities under each contract, 
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and to communicate to vendors that only the designated COR is authorized to issue 
a task order. (East Zone, Appendix B-2) 

h)	 Unless contract administration is made a priority and supported with an adequate 
plan, staffing and resources, the risk of bias, contract misuse and overpayment will 
remain unacceptably high. (East Zone, Appendix B-2) 

Contract Design and Application 

1)	 The vendors do make a cost distinction between major and non-major market 
acquisitions, seeking a premium for the latter. (Region 7, Appendix B-15) 

2) To be effective, brokers require specific knowledge and experience in the federal 
leasing process. The alternative is an extended learning curve, which is resource 
intensive for the administering region. (Region 4, Appendix B-12) 

3) Reliance on labor-hour analysis for price negotiations implies a task of indeterminate 
performance risk, which places this (labor hour) contract at odds conceptually with the 
fixed-price contracts PBS has awarded elsewhere for these same services. (Region 5, 
Appendix B-13) 

4) Because it relies upon task-specific negotiations to arrive at price, it would be time and 
resource prohibitive to expand the use of this (labor hour) contract to areas of 
significant demand. (Region 5, Appendix B-13) 

5) The requirements of the National Capital Region are unique and likely best satisfied 
through regional-scope contracts designed to meet those needs. (Region 11, Appendix 
B-20) 

6) The requirements of the National Capital Region range from the simple to the very 
complex.  The more complex requirements do not lend themselves to a fixed price task 
order environment. (East Zone, Appendix B-2) 

7) It is best to restrict contract application to the more stable, less complex requirements. 
(South Zone, Appendix B-6) 

8)	 Travel costs: 

a)	 Consider eliminating travel cost as direct reimbursable.  Administration of this item 
is an acknowledged inefficiency. On larger scale procurements this function could 
become unmanageable. (Central Zone, Appendix B-8) 

b)	 Travel costs as a direct reimbursable item pose a significant administrative burden, 
particularly under any scenario that greatly expands the use of brokerage contracts. 
(West Zone, Appendix B-10)  

9) Capacity to evaluate the program effectiveness requires collection of certain key data 
elements.  For example: 

a)	 Actions that culminate in a lease award should cite the lease number.  This would 
enable a link between task order data and STAR data, which would be useful to 
evaluate broker performance.  (East Zone, Appendix B-2) 
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b) FMIS (the financial system) does not capture contract number, so it cannot produce 
a contract level summary report.  Comprizon (a procurement system) does capture 
contract number but does not capture ACT number so it cannot be reconciled with 
FMIS. Further, Comprizon data presents an incomplete picture of procurement 
actions as manual transactions are still permitted. (East Zone, Appendix B-2) 

Level of Funding 

1) Lack of adequate funding, perceptions of inequities in the reallocation of rebate dollars, 
and a permissive environment have encouraged the creation of inappropriate and 
potentially illegal transaction accounting. (Region 9, Appendix B-18) 

2) Contingent, third-party compensation such as occurs under this contract cannot be 
reconciled with existing procurement regulations, budget rules, and accounting 
requirements. (Region 8, Appendix B-17) 

3) Funding and administrative requirements must be addressed strategically.  Inadequate 
funding will either promote the misrepresentation of tasks in search of funding 
alternatives, or preclude access to contracting services altogether. (Region 11, 
Appendix B-20) 

4) Cost savings will not be the justification to satisfy PBS’ desire for brokers to co-locate 
with the PBS realty specialists (potentially a task-specific requirement under these 
contracts), as the vendors offer no discount for this arrangement. (Region 7, Appendix 
B-15) 
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Workload Analysis 
Disregarding leasehold size and dollar value, which tend to weight the National Capital 
Region too heavily for workload measures, PBS lease activity is otherwise widely and 
surprisingly evenly dispersed across the country. PBS leasehold interests can be found 
both within and beyond densely populated urban areas. The data below helps depict this, 
looking back over several fiscal years to capture a cumulative image. 

Figure 11 presents an allocation of each region’s completed lease procurements allocated 
by action type. For example, about 48 percent of the R11 lease actions (R11 is the 
National Capital Region) represent requirements satisfied by awarding “new” and 
“new/replacing” leases, while about 30 percent were “renewals”; i.e., requirements 
satisfied by exercising an option to extend an existing lease. Each region’s total would add 
up to 100 percent. In all regions, the majority workload by type of procurement action is 
the new lease acquisition. 

% of Total Lease Procurement Actions for Region 
Allocated by Type (FY98-FY02 YTD) 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

New Succeeding New/Replacing Renewal Superseding 

R1 
R2 
R3 
R4 
R5 
R6 
R7 
R8 
R9 
R10 
R11 

Figure 11 (source: STAR lease payment history) 

In terms of level of effort, in general a “renewal” requires minimal procurement effort: a 
unilateral action by the realty specialist. By comparison, a “new” lease action would 
typically necessitate the following: 

• Project Survey 
• Market Survey 
• Develop Solicitation For Offers 
• Review and Evaluate Offers 
• Negotiate Offers 
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• Best and Final Offers 
• Prepare Lease Documents 
• Post Award Services 

Between those boundaries should exist the level of effort required to award a “succeeding” 
or “superseding” lease, but variances are possible and all of the elements of a competitive 
procurement may still be present.  For example, a procurement action that began as 
“new/replacing” might ultimately result in a “succeeding” lease if the incumbent’s offer 
represents a better option for the tenant. 

Figure 12 expands the workload definition to include what we differentiate here as 
administrative (versus procurement) actions: “lease extensions”, “terminations” and 
“changes in square feet requirement”.  Both sets of actions share in common the need to 
interact with the lessor, but these administrative actions would not generate commission 
fees.  Of the three areas, only “lease extensions” are offered as a menu item on the initial 
brokerage contracts. The chart presents each action as a stand-alone set that adds up to 
100 percent. For example, the chart shows that about 21 percent of the total “new” lease 
actions nationwide were accomplished in R4 (the Southeast Sunbelt Region headquartered 
in Atlanta), about double the number of actions of any other region, including the National 
Capital Region. Not apparent from the chart but evident in the underlying data, if all lease 
actions are afforded equal weight, then R4 and R11 combined account for about 34 percent 
of the total actions, each with about 17 percent of the total. 

% of Total Lease Actions Accomplished by Each Region 
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Figure 12 (source: STAR lease payment history) 
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Figure 13 offers a very general look at the potential workload dispersion. A Metropolitan 
Statistical Area (MSA) is an urbanized area (city) of at least 50,000 people with a total 
metropolitan population of at least 100,000.  According to PBS customer billing records, 
about 33 percent of the active leases nationwide (excluding the National Capital Region 
which is 100% within an MSA) are located outside of an MSA. Many of the regional 
officials with whom we spoke expressed an interest in contracting out these more 
dispersed locations. Most also recognized the dilemma that the most capable brokers with 
knowledge of GSA leasing will likely have no presence in these non-MSA locations. 
Contracts that optimize on the broker’s expertise could then have the opposite of the 
desired effect, leaving PBS realty specialists with a primary workload of non-MSA 
locations. 

PBS Leases by Metropolitan Statistical Area (MSA) Designation 
(Effective Dates from FY98 Only) 
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Figure 13 - (source: STAR customer billing records) 

Note that we did make one adjustment to the MSA data.  In many locations, most but not 
all leases within the same zip code cited an MSA number.  We adjusted the data to include 
all leases within such zip codes, redistributing about five percent of the total active leases 
to an MSA. Other than that, we performed no test of the data accuracy. 

In Figure 14, we drill down into the same data set to present the most active MSA 
locations. Again, this represents any lease with an effective date from October 1997 
through May 2002. Note the number of leases not in an MSA (29 percent); the distribution 
of locations across the various regions; and the remainder (38 percent) spread over an 
additional 237 MSAs not listed below. 
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Lease by Location Action 
Count 

% of 
Total Region 

Location not in an MSA (per STAR) 1360 29.49% multiple 
Washington, DC-MD-VA-WV PMSA 504 10.93% R11 
New York, NY PMSA 87 1.89% R2 
Los Angeles-Long Beach, CA PMSA 75 1.63% R9 
Atlanta, GA MSA 74 1.60% R4 
Chicago, IL PMSA 62 1.34% R5 
Philadelphia, PA-NJ PMSA 54 1.17% R3 
Denver, CO PMSA 53 1.15% R8 
San Francisco, CA PMSA 50 1.08% R9 
Seattle-Bellevue-Everett, WA PMSA 47 1.02% R10 
Miami, FL PMSA 47 1.02% R4 
Obsolete MSA Codes 45 0.98% multiple 
Portland-Vancouver, OR-WA PMSA 38 0.82% R10 
Tampa-St. Petersburg-Clearwater, FL MSA 36 0.78% R4 
Boston, MA-NH PMSA 35 0.76% R1 
Kansas City, MO-KS MSA 35 0.76% R5 
Nashville, TN MSA 33 0.72% R4 
Baltimore, MD PMSA 32 0.69% R3 
San Diego, CA MSA 32 0.69% R9 
St. Louis, MO-IL MSA 32 0.69% R5 
Orlando, FL MSA 31 0.67% R4 
Riverside-San Bernardino, CA PMSA 30 0.65% R9 
Detroit, MI PMSA 29 0.63% R5 
Dallas, TX PMSA 29 0.63% R7 
Jacksonville, FL MSA 29 0.63% R4 
All other MSA Locations (237, see note) 1733 37.58% multiple 

Grand Total 4612 100.00% 
Figure 14 - (source: STAR customer billing records) 

Throughout our review we heard that perhaps the greatest procurement challenge 
encountered under the current contracts has been overcoming each contractor’s learning 
curve; i.e., the period during which the contractor learns how to deliver an executable lease 
in compliance with all applicable federal policy and regulations, and also within the terms 
and conditions of their contract. PBS is now contemplating a new contract vehicle that 
would seek to obtain services for half or more of its total lease acquisition workload.  
Several variations of workload requirements have been considered, including placing out 
for bid: 1) all of the MSA locations, 2) half of the total projected nationwide workload 
without respect to MSA location, or 3) the entire lease workload requirements for two or 
more of PBS’ largest tenant agencies nationwide.  The workload analysis presented above, 
though rudimentary, still raises the concern whether any existing contractor would be able 
to qualify. Further such an ambitious workload requirement as would occur under any of 
the three scenarios seems to interject so much performance risk as to cancel out the 
anticipated benefit of obtaining lower prices through aggregation (the concept of 
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procurement leverage).  The requirement could in effect be asking the vendor community 
to create something for which a commercial equivalent does not exist.  The extensive 
subcontracting arrangements that would have to occur seem inefficient and undesirable, 
and we question the ability of any prime contractor to control organizational conflicts of 
interest such as would occur with an affiliated broker that also represents lessors. 

Conclusion 
Overall we observed that funding deficiencies are driving contract design and use, 
resulting in the subordination of other critical concerns such as financial accountability, 
procurement integrity and the perception of fair and open competition.  Administrative 
deficiencies, particularly in the National Capital Region, have produced a permissive 
environment where the risk of undetected error or abuse is unacceptably high.  At the task 
order level, highly complex or uncertain requirements were found to fit poorly under the 
fixed price, task order contracts that were most typically employed.  And from the 
perspective of anticipated national workload, the requirements are so varied and dispersed 
as to seemingly defy a single nationwide solution. 

On the other hand, the brokers are said to provide essential assistance, and all of the 
regional representatives we encountered are in favor of continuing the relationship. 
Further, there are aspects of a successful model present in several existing vehicles.  It 
seems clear that to remain viable, PBS will need to expand the use of these contracts, as it 
no longer has the in-house capacity. However, it is also apparent that the change from in
house delivery to purchased services necessitates significant revisions to PBS’ control 
infrastructure. A comprehensive plan that contemplates the legal, financial and 
procurement elements needed to support outsourced lease acquisition services is a 
prerequisite, as is a sufficient, reliable, and fairly allocated source of funding. 

Recommendations 
We recommend that the Commissioner of the Public Buildings Service consider the 
lessons available from current and expired brokerage contracts before committing to a new 
procurement strategy.  Specifically: 

1.	 The source of funding for any future contract must be defined, communicated and 
controlled. Current practice has resulted in incompatible regional interpretations, 
which in at least two regions, has culminating in the unsupportable practice of issuing 
zero dollar task orders. 

2.	 Contract administration deficiencies in the National Capital Region must be addressed 
before assigning additional requirements in this region. 

3.	 Assuming the Acquisition Plan to acquire future lease acquisition services is national 
in scope, the plan should address procurement design options, extent of procurement 
delegation, accounting and internal control elements as well as the nationwide contract 
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administration requirements such an action will impose.  Please refer to Lessons 
Derived from Fieldwork Observations, page 18. 

Management’s Comments 
The Commissioner of the Public Buildings Service has provided comments to this report, 
which we have included in their entirety as Appendix A. While there is general 
concurrence with the audit recommendations, PBS is committed to further exploration of 
the legality of zero dollar task orders as a means to finance a new national brokerage 
contract vehicle. Absent zero dollar task orders, this new initiative will generate a 
significant funding obligation in the current fiscal year. Estimates of annual dollar value 
under this proposed vehicle are $65 million to be shared by several contractors, each 
offering nationwide coverage, possibly through a team of affiliates.  Accordingly, PBS has 
requested an opinion from the GSA Office of General Counsel. 

Management Control 
The body of our report discusses various deficiencies, including inconsistent application of 
the legal justification to retain commission rebates; a cumbersome and uncertain method of 
rebate redistribution; the use of zero dollar task orders; inadequate and inconsistent 
contract administration procedures; and the override of a key financial control feature, the 
ACT number.  Cumulatively, these deficiencies undermine effective administration of the 
brokerage contract program and could, as the program expands, rise to a level of 
significance that would warrant disclosure as a material weakness under the Federal 
Manager Financial Integrity Act (FMFIA). As many of the contracts are now expired or 
soon to expire, this standpoint is conditional; i.e., dependent upon the controls and 
administrative practices put in place to manage the successor contracts.  We believe that 
application of the lessons learned under the current contracts, as discussed within this 
report and incorporated into the recommendations, will sufficiently address the control 
weaknesses cited. 
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Summary—East Zone National Brokerage Contracts 
The East Zone of the national brokerage contracts includes Regions 1, 2, 3 and 11 (New 
England Region, Northeast Caribbean Region, Mid-Atlantic Region and National Capital 
Region respectively). Notice to proceed was issued in September 1997 and the contracts 
expire in September 2002, the end of the second option year.  Spaulding & Slye Services, 
LP and The Crown Partnership are the two contract holders.  The minimum ordering 
guarantees were $300,000 per contract per year; the maximum ordering limitation was $3 
million per contract per year.  Modifications included the addition of antenna outleasing to 
the scope of work and a revision to the fee agreement for select full lease acquisitions in 
Region 1 and the National Capital Region (NCR). 

Contractor Service Ordered Order 
Count 

% of 
Count Order Amount % of 

Amount 
National (East Zone) 

Spaulding & Slye Services, LP 
Full Lease Acquisition Services 87 25.1% 9,373,400 52.3% 
Non-Contract Services 29 8.4% 2,853,798 15.9% 
Preaward Service Menu Item 22 6.4% 230,192 1.3% 
Succeeding Lease 16 4.6% 201,691 1.1% 
Real Estate Tax Adjustments 17 4.9% 184,863 1.0% 
Post Award Services 8 2.3% 116,562 0.7% 
Lease Extension 9 2.6% 84,000 0.5% 
Outleasing 4 1.2% 80,760 0.5% 
Real Estate Tax Appeal 1 0.3% 41,220 0.2% 
Space Programming 1 0.3% 9,191 0.1% 
(blank) 2 0.6% 8,120 0.0% 
Lease Alterations 1 0.3% 5,135 0.0% 
Operating Cost Escalations 1 0.3% 4,000 0.0% 

Spaulding & Slye Services, LP Total 198 57.2% 13,192,933 73.6% 

The Crown Partnership, Inc. 
Full Lease Acquisition Services 74 21.4% 3,385,669 18.9% 
Non-Contract Services 13 3.8% 711,287 4.0% 
Preaward Service Menu Item 34 9.8% 220,950 1.2% 
Space Programming 1 0.3% 180,397 1.0% 
Post Award Services 6 1.7% 99,369 0.6% 
Succeeding Lease 13 3.8% 88,172 0.5% 
Lease Alterations 3 0.9% 13,536 0.1% 
Outleasing 1 0.3% 10,000 0.1% 
Lease Extension 2 0.6% 7,500 0.0% 
Operating Cost Escalations 1 0.3% 5,625 0.0% 

The Crown Partnership, Inc. Total 148 42.8% 4,722,505 26.4% 

Grand Total 346 100.0% 17,915,438 100.0% 
Figure 15 - (source: auditor’s task order analysis) 

Twenty-five percent of the task order count (86 of 346 orders), representing 37 percent of 
the total dollar amount, were pricing exceptions, meaning the price per service was either 
higher than the contract rate with no justification cited, or the service was not covered 
under the scope of this contract. Sixty five percent of these pricing exceptions (56 of the 
86 orders), representing 89 percent of the pricing exception dollar amount, originate in 
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NCR. Additionally, nine percent of task orders contained data insufficient to validate 
order pricing. 

About half of the pricing exceptions represent task orders placed for services not covered 
under the contract. These actions should have been subject to competition in accordance 
with federal acquisition regulations or have presented justification for sole source 
acquisition. The belief that these contracts were generating rebate dollars available for 
current obligation may have provided the incentive to expand their scope of activity, but it 
also appears to have created an incentive to set aside federal procurement rules.  
Additional discussion of this topic is found under Contract Usage Overview (page 6) and 
Appendix C of this report. 

Overall, there was no visible contract administration strategy in place.  All actions were 
simply to be funneled through a single Contact Specialist.  There was no separation of 
duties to serve as a check and balance; the Contract Specialist drafted the task order, 
approved it, certified receipt of services, and approved the invoices for payment.  Task 
orders were so vague that it was often not possible from that document to determine the 
services ordered, the basis for pricing or the specific tenant requirement involved.  There 
was no file plan. There was no requirement to document receipt of services prior to 
payment.  There was no methodology for managing the minimum ordering guarantees or 
maximum ordering limitations.  There was no express delegation of authority or 
explanation of duties and responsibilities for ordering officials and technical 
representatives. 

Further, it was evident that the realty specialists could and did circumvent the lone 
Contract Specialist. The contractor accepted verbal orders from individuals who did not 
have requisite procurement authority.  In such cases, the Contract Specialist charged with 
administration would have no advance knowledge of the work underway until after the 
arrival of an invoice requesting payment for services rendered.  This practice culminated in 
September 2001 when contracting officials in NCR were presented with over $3 million in 
unapproved task orders for services rendered. Two Leasing Specialists in the Service 
Delivery Support Division had placed unsigned orders with Spaulding & Slye Services, LP 
and were retroactively seeking the contracting officials’ approval.  A Ratification of 
Unauthorized Commitment of Funds was required and ultimately approved in February 
2002. The ratification package calls for the retroactive approval of 13 task orders valued 
at $3,535,907. 

An additional complication stemmed from the use of blanket ACT numbers.  This is a 
national issue, but its effects are more pronounced in the East Zone because of the task 
order volume and because of the absence of other controls that might mitigate the effects.  
The ACT number, a key internal control element of the financial accounting system, is a 
unique identifier assigned to each transaction. It enables access to all budgetary and 
accounting entries related to a given transaction, which permits for example the means to 
verify that total payments do not exceed the amount authorized on the task order.  To 
account for minimum ordering guarantees, the Office of the Chief Financial Officer 
apparently instructed regional offices to obligate the annual minimum guarantee under a 
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single ACT number.  All task orders issued up to that amount were then assigned and 
accounted for under that one blanket ACT number, in effect defeating the internal control 
aspect as there was now no systematic way to isolate order-specific financial data. 

This control override plagued both the accounting for minimum ordering guarantees and 
accounting for commission rebates (see the report section Rebates and the Use of Zero 
Dollar Task Orders, page 14). There were several examples of a vendor instructed to bill 
for the difference between the value of services rendered and the remaining balance on the 
authorizing task order, ostensibly as a means to satisfy a portion of the minimum 
guarantee. As there was no way for the Contract Specialist to accurately determine the 
total value of outstanding orders, such an instruction is inappropriate and only exacerbates 
the problem of administering the guarantee. 

Another example seems to be an attempt to circumvent the rebate process entirely in order 
to maintain local control over the rebate amount.  In supplemental lease agreement GS
11B-60259 for the Chester Arthur Building there is a provision for the lessor to 

“make available a leasing costs allowance payable to the United States General 
Services Administration (‘the leasing allowance’) of an amount equal to 
$1,425,000.00…The Government may, at its sole discretion, direct the lessor to 
disburse the leasing allowance to pay for any real estate consulting or brokerage 
services supplied to the Government in connection with this lease or apply any unused 
portion of the leasing allowance as a credit against annual rent due under the lease.” 

This “leasing costs allowance” is precisely three percent of the total lease value and 
appears to represent the broker’s commission.  The deal was a negotiated five-year lease 
extension. Lease extension as menu item was available under the contact as a fixed price 
service for $6,000. PBS instead paid the broker a fee of $288,300, apparently under the 
terms of a consolidated task order of which this requirement was part.  Neither the file nor 
our limited inquires were helpful in understanding the rationale for this deal. 

Lessons: 

1.	 The requirements of the National Capital Region range from the simple to the very 
complex.  The more complex requirements do not lend themselves to a fixed price 
task order environment. 

2.	 The perception that these contracts are potentially self-funding generates demand 
for their use. The gulf between funding and needs appears more pronounced in this 
region, hence the tendency to expand the application of these contracts beyond the 
express scope of services. 

3.	 Unless contract administration is made a priority and supported with an adequate 
plan, staffing and resources; the risk of bias, contract misuse and overpayment will 
remain unacceptably high. 

4.	 Vaguely worded description of services frustrates accomplishment of task order 
oversight responsibilities, including price validation and acknowledgment of 
receipt. Task orders should cite specific contract service, details of the requirement 
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sufficient to validate pricing, source of request and a link to related STAR data if 
applicable. 

5.	 Capacity to evaluate the program effectiveness requires collection of certain key 
data elements.  For example: 

a.	 Actions that culminate in a lease award should cite the lease number.  This 
would enable a link between task order data and STAR data, which would 
be useful to evaluate broker performance. 

b.	 FMIS (the financial system) does not capture contract number, so it cannot 
produce a contract level summary report.  Comprizon (a procurement 
system) does capture contract number but does not capture ACT number so 
it cannot be reconciled with FMIS. Further, Comprizon data presents an 
incomplete picture of procurement actions as manual transactions are still 
permitted. 

6.	 It is important to designate Contracting Officer’s Representative (COR) and 
Technical Representative (COTR) names and responsibilities under each contract, 
and to communicate to vendors that only the designated COR is authorized to issue 
a task order. 
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Summary – South Zone National Brokerage Contracts 
The South Zone of the national brokerage contracts includes Regions 4 and 7 (Southeast 
Sunbelt and Greater Southwest Regions). Notice to proceed was issued in September 1997 
and the contracts expire in September 2002, after conclusion of the second option.  
Amelang Management Corporation and Equis Corporation are the two contractors.  The 
minimum ordering guarantee is $250,000 per contract per year; the maximum ordering 
limitation is $2 million per contract, per year.  During the life of the contract the following 
ancillary services were added via modification: antenna outleasing, real estate tax appeals, 
and renegotiation of existing leases (prior to expiration). 

Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

National (South Zone) 
Amelang Management Corp. 

Full Lease Acquisition Services 94 40.5% 2,486,381 51.7% 
Preaward Service Menu Item 34 14.7% 292,441 6.1% 
Post Award Services 7 3.0% 130,388 2.7% 
Succeeding Lease 5 2.2% 88,162 1.8% 
Lease Extension 5 2.2% 24,041 0.5% 
Lease Alterations 2 0.9% 8,300 0.2% 
Space Programming 2 0.9% 4,007 0.1% 

Amelang Management Corp. Total 149 64.2% 3,033,720 63.1% 

Equis Corporation 
Full Lease Acquisition Services 68 29.3% 1,592,860 33.1% 
Preaward Service Menu Item 10 4.3% 75,415 1.6% 
Space Programming 1 0.4% 57,600 1.2% 
Post Award Services 1 0.4% 28,432 0.6% 
Succeeding Lease 3 1.3% 22,965 0.5% 

Equis Corporation Total 83 35.8% 1,777,272 36.9% 

Grand Total 232 100.0% 4,810,991 100.0% 
Figure 16 - (source: auditor’s task order analysis) 

Overall, the South Zone task orders were administered in strict accordance with the terms 
of the contract and with good procurement practices in general.  There were no task orders 
issued for services outside the scope of contract (an action that usually indicates an 
unauthorized circumvention of the FAR competition requirements).  Pricing that was other 
than contract derived was noted in less than ten percent of total orders issued. Also present 
were the following factors, which we consider to have contributed to effective contract 
administration: 

♦	 The Contracting Officer maintained personal involvement.  She instituted control 
elements, retained direct oversight and maintained the task order files. 

♦	 Files contain a checklist for delivery order close out that requires that the originator: 

¾	 Ensure required documentation is on file.  At a minimum each file contains a GSA 
300, GSA 279 FPDS, Receiving Report and Payment Verification. 
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¾	 Acknowledge that all work was completed, any open items have been reconciled, 
close out information has been entered into the PBS Electronic Acquisition System 
(EAS), GSA disposition label is affixed, and a performance evaluation was 
prepared. 

♦	 The task orders used clear, complete language to describe the requirement. 
♦	 A separation of duties was maintained.  The same individual did not create, authorize 

and approve for payment. 
♦	 The contract was used primarily to satisfy space requests without known complications 

or unusual requirements.  This was by choice, as explained to us, but may also reflect 
the general characteristics of the region’s workload. 

♦	 The region designated an exclusive “broker team” consisting of experienced, 
competent realty specialists to handle all of the technical aspects of task order 
administration, promoting an expedited learning curve and consistent methodology. 

♦	 A task order database was created and maintained.  This included, for example, a data 
field to capture lease number.  Citation of the lease number links the transaction with 
the objective evidence of service rendered and permits a tie-in to the STAR inventory 
system for additional analysis. 

♦	 The process was standardized and/or automated to the extent possible.  

Lessons: 

1.	 With good design and sufficient resource dedication, it is possible to effectively 
administer brokerage contracts, but it does require significant and sustained effort 
and some organizational restructuring. 

2.	 It is best to restrict contract application to the more stable, less complex 

requirements. 
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Summary of Central Zone National Brokerage Contracts 
The Central Zone of the national brokerage contracts covered Regions 5, 6 and 8 (Great 
Lakes Region, Heartland Region, and Rocky Mountain Region respectively) from notice to 
proceed in September 1997 to expiration of the initial base term in September 2000.    
Renewal options were not exercised. Central Zone brokerage contractors were Equis 
Corporation and PM Realty Group, Ltd. (now PM Liquidators).  Both contracts had 
$100,000 per year minimum order guarantees.  Contract modifications added antenna 
outleasing, real estate tax audit consulting and facility surveys to the scope of work. 

Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

National (Central Zone) 
Equis Corporation 

Full Lease Acquisition Services 54 57.4% 1,454,167 61.2% 
Outleasing 2 2.1% 121,170 5.1% 
Post Award Services 2 2.1% 43,194 1.8% 
Preaward Service Menu Item 2 2.1% 38,944 1.6% 
Succeeding Lease 3 3.2% 35,754 1.5% 
Space Programming 2 2.1% 27,397 1.2% 
Real Estate Tax Adjustments 1 1.1% 22,275 0.9% 
Lease Alterations 1 1.1% 5,898 0.2% 

Equis Corporation Total 67 71.3% 1,748,799 73.5% 

PM Realty Group, Ltd. 
Outleasing 4 4.3% 194,754 8.2% 
Full Lease Acquisition Services 9 9.6% 169,774 7.1% 
Preaward Service Menu Item 9 9.6% 147,744 6.2% 
Facility Survey Services 2 2.1% 106,400 4.5% 
Fire and Life Safety Survey 3 3.2% 10,286 0.4% 

PM Realty Group, Ltd. Total 27 28.7% 628,958 26.5% 

National (Central Zone) Total 94 100.0% 2,377,757 100.0% 
Figure 17 - (source: auditor’s task order analysis) 

In comparison with the other contracts reviewed, the order cancellation rate for the Central 
Zone seemed excessive.  Of the 94 total task orders, 20 were ultimately cancelled.  At 21 
percent, this is the highest cancellation rate of any zone or region. A cancellation typically 
triggers a termination payment under the terms of these contracts, and in this instance we 
found $58,263 invoiced against cancelled orders. We did not research cause, but note that 
35 percent of the cancelled orders were for a single tenant agency, the Internal Revenue 
Service. Also, the task order files often did not contain evidence of a duly executed 
modification, but rather only a note or other annotation referring to the cancellation.  The 
informality of the file makes it difficult to determine if and when an action was taken.  If a 
vendor bills for the full amount of a cancelled order that is still seen as valid within the 
financial system, the vendor will be paid in full. 

There was additional evidence of administrative inconsistency.  We observed no task 
orders for services outside the contractual scope of work, and only three percent of task 
orders placed were clearly pricing exceptions; i.e., ordered services priced above the 
contract rate with no record of negotiation. However, 24 percent of task order files 
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examined did not contain sufficient information to validate pricing.  These orders may 
have contained pricing exceptions that stemmed from a verbal agreement, or mistakes, but 
neither condition could be determined from the available documentation.  The files point to 
a deficient process. 

Secondly, in several instances we noted task orders that should otherwise have been 
cancelled were instead modified repeatedly to use the obligated order amount to acquire 
new services. This practice resulted in some task orders that were indecipherable.  For 
example, task order P0599FY0006 began as a full lease acquisition for the Department of 
Labor in Wisconsin.  It was modified to increase obligated funds to include a full lease 
acquisition for the IRS in Indiana. The task order was then modified again with the 
following note: “This order is in conjunction with P0599FY0015. Consider this Part II.” 
It is unclear how the services on this second modification factor into work being done 
under P0599FY0006 or why P0599FY0015 is broken into parts rather than rolled into one 
task order. To further complicate matters, funds under P0599FY0006 were deobligated 
and a note in the file referred to P0599FY0059 for future activity. Such complexities 
defeat the purpose of the order document, as it no longer serves to communicate the 
requirement or establish a control amount. 

Finally, travel costs allowable under the contract also presented an administrative 
challenge. The contract permitted incidental travel expense as a direct cost incurred in 
connection with delivery of an ordered service. The vendor would submit evidence of 
costs much like an employee would voucher for travel expense.  This might include 
airfare, lodging, mileage, parking, etc, all of which must be reviewed prior to payment.  
However, unlike processing an employee voucher, travel expense invoiced under the 
contract is not supported by an automated system or standard authorization/voucher 
process. What we observed was extremely inefficient and could provide little assurance 
that costs were authorized and reasonable. Perhaps in response to similar concern, the 
region issued a number of task orders for travel costs only.  At least in some instances the 
travel appears to relate to services ordered in previous fiscal years. We found it difficult or 
impossible in some cases to tie those costs to their related service order. 

Lessons: 

1.	 An ambiguous task description defeats meaningful price validation and acceptance.  
Under a fixed price, task order contract such as this, the order format should 
emulate the contract price schedule format. 

2.	 Funding or minimum order guarantee concerns should not be permitted to 
subordinate internal control and proper procurement practices.  Excessive task 
order modifications driven by such concerns have this effect. 

3.	 Consider eliminating travel cost as a direct reimbursable.  Administration of this 
item is an acknowledged inefficiency.  On larger scale procurements this function 
could become unmanageable. 
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Summary of West Zone National Brokerage Contracts 
The West Zone of the national brokerage contracts serviced Regions 9 and 10 (Pacific Rim 
Region and Northwest/Arctic Region respectively) from notice to proceed in September 
1997 to September 2000.  Renewal options were not exercised after the expiration of the 
initial base term.  The minimum-ordering guarantee in the West Zone was $250,000 per 
contractor per year. West Zone brokerage contractors were Equis Corporation and PM 
Realty Group, Ltd. (now PM Liquidators). During the life of the contracts, modifications 
were made to add antenna outleasing and janitorial audit service to the scopes of work. 

Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

National (West Zone) 
Equis Corporation 

Preaward Service Menu Item 30 27.0% 625,072 27.1% 
Full Lease Acquisition Services 8 7.2% 266,650 11.6% 
Non-Contract Services 2 1.8% 213,663 9.3% 
Post Award Services 5 4.5% 160,484 7.0% 
Space Programming 6 5.4% 65,038 2.8% 
Outleasing 4 3.6% 36,465 1.6% 
Succeeding Lease 2 1.8% 32,724 1.4% 
Real Estate Tax Adjustments 1 0.9% 7,234 0.3% 

Equis Corporation Total 58 52.3% 1,407,330 61.0% 

PM Realty Group, Ltd. 
Preaward Service Menu Item 18 16.2% 236,901 10.3% 
Post Award Services 3 2.7% 198,920 8.6% 
Space Programming 9 8.1% 157,714 6.8% 
Outleasing 4 3.6% 103,481 4.5% 
Full Lease Acquisition Services 9 8.1% 98,573 4.3% 
Succeeding Lease 2 1.8% 53,701 2.3% 
Lease Extension 4 3.6% 34,266 1.5% 
Non-Contract Services 1 0.9% 7,000 0.3% 
Lease Alterations 1 0.9% 3,989 0.2% 
Real Estate Tax Appeal 1 0.9% 2,250 0.1% 
Antenna Outleasing 1 0.9% 2,000 0.1% 

PM Realty Group, Ltd. Total 53 47.7% 898,795 39.0% 

Grand Total 111 100.0% 2,306,125 100.0% 
Figure 18 - (source: auditor’s task order analysis) 

“Preaward Service Menu Item” was the most frequently ordered service for both contracts 
by a large margin.  By comparison, “Full Lease Acquisition Services” topped the list for 
most other contracts.  Also, 16 percent of the West Zone task orders were cancelled; the 
second highest cancellation rate in any zone or region. The absence of current activity 
seemed to limit both the quantity and quality of feedback relative to these contracts.  We 
did not pursue reasons for these anomalies. 

Task orders in the West Zone generally adhered to the scope of work, with three percent of 
task orders placed for non-contract services. These services included conference 
participation and seminar materials.  Additionally, five percent of task orders placed were 
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pricing exceptions, containing services not priced in accordance with the contract pricing 
structure and not in the Government’s favor.  Eight percent of task orders contained data 
insufficient to determine if the order amount was derived from the contract pricing 
structure. 

Task order administration was also weakened by the use of blanket ACT numbers, a 
nationwide practice but more pronounced here.  The vast majority of task orders were 
issued against two ACT numbers: P65494402 for Equis Corporation and P65494392 for 
PM Realty Group. The PBS Office of Finance apparently prescribed the practice as a 
means to ensure recognition of the annual minimum order guarantee under each contract.  
The absence of a unique transaction control number is harmful to the control environment, 
defeating the means relied upon to track accounting actions by transaction.  Without a 
unique ACT number, for example, there is no simple method to measure whether total 
payments exceed the total amount authorized under the related task order. 

Also irregular, two West Zone task orders totaling $40,000 were issued for blanket travel 
requirements.  The contract permitted incidental travel expense as a direct cost incurred in 
connection with delivery of an ordered service. The vendor would submit evidence of 
costs much like an employee would voucher for travel expense.  However, unlike 
processing an employee voucher, travel expense invoiced under the contract is not 
supported by an automated system or standard authorization/voucher process.  When travel 
funds are obligated separately from the actual service ordered, there is no assurance that 
costs are authorized, related and appropriate to a specific task. 

Lessons: 

1.	 The practice of grouping transactions under a single, blanket ACT number defeats 
a critical internal control element. 

2.	 Travel costs as a direct reimbursable item pose a significant administrative burden, 
particularly under any scenario that greatly expands the use of brokerage contracts. 
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Summary of Region 4 Regional Broker Contract 
The Southeast Sunbelt Region (Region 4) has in place a sole-source, SBA 8(A) set-aside 
regional contract to supplement its existing national brokerage contracts.  JMG Funding 
Control, Inc. was awarded an indefinite delivery, indefinite quantity task order contract for 
an initial term of one year, effective June 1, 2000, with four option years.  The minimum 
guarantee is $72,500 per year and the maximum order limitation is $580,000 per year, or 
$2,900,000 over the life of the contract. JMG received a total of nine orders, valued at 
$103,901 in FY2000, $85,315 FY2001 and $55,568 through July FY2002. All were for 
full lease acquisition service all priced in accordance with the contract. 

The contracting officer attributes the region’s moderate use of this contract to several 
factors. First, she notes that JMG’s pricing is at the high-end of the acceptable range. 
Second, to permit it to qualify, JMG was not held to the same level of experience 
requirements as other contractors, so there was some concern about the contractor’s ability 
to perform, and a substantial amount of time was devoted to ensuring that JMG understood 
the contract requirements.  Current performance has been satisfactory. 

Lessons: 

1.	 To be effective, brokers require specific knowledge and experience in the federal 
leasing process. 
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Summary of Region 5 Regional Brokerage Contracts 
The Great Lakes Region (Region 5) has awarded six regional brokerage contracts, two 
each covering Southern Illinois, Northern Illinois, and the States of Michigan and Ohio 
combined.  These are multiple-award, indefinite delivery, indefinite quantity task order 
contracts. The base term is October 1, 2000 through September 30, 2002 plus three option 
years. The guaranteed minimum order value is $50,000 per contract per year.  The 
maximum total dollar limitation is $500,000 per contract per year.   

Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

Regional (R5) 
Equis Corporation 

Preaward Service Menu Item 17 41.5% 186,132 34.9% 
Succeeding Lease 7 17.1% 38,381 7.2% 
Appraisal 1 2.4% 9,913 1.9% 

Equis Corporation Total 25 61.0% 234,426 43.9% 

Spaulding & Slye Services, LP 
Preaward Service Menu Item 15 36.6% 259,728 48.7% 
Outleasing 1 2.4% 39,436 7.4% 

Spaulding & Slye Services, LP Total 16 39.0% 299,164 56.1% 

Grand Total 41 100.0% 533,590 100.0% 

Figure 19 - (source: auditor’s task order analysis) 

The contract does incorporate provisions designed to achieve a fair opportunity to be 
considered as prescribed by FAR. Generally, orders above $25,000 are to be competed.  It 
includes within its description of services a full array of lease acquisition and related 
services, but unlike other contracts examined, does not contain a “full lease acquisition” 
service per se, only the component parts.  What sets this contract apart however is that 
while it defines specific services, it does not establish a fixed price for those services. The 
price schedule is simply a fully loaded labor hour rate for project managers, real estate 
associates, space planners, appraisers, architects, engineers, etc. It does not establish a 
staffing requirement or standard number of hours per service.  The contractor responds to 
each task order with a staffing proposal priced out at contract rates, plus estimated travel 
and advertising. 

The apparent benefit to this structure is flexibility, but that mainly accrues to the contractor 
as it can customize each proposal to reflect the specific conditions at hand, eliminating 
much of the risk it would assume were its prices fixed.  The corollary is that the price risk 
shifts instead to the government, so for example, it can expect to pay more for an urgently 
needed service. This procurement model is administration intensive; every requirement 
must be drafted with sufficient detail for the offeror to determine its staffing and travel 
requirement.  An independent government estimate is prepared.  Negotiations are often 
required, as the price difference between the proposal and the estimate belies a significant 
difference in assumptions.  All of these actions require documentation.  Were it 
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quantifiable, the administrative effort might be found to exceed the order values, which 
were typically below the $25,000 competition threshold. 

In the case of the few task orders that were competed, negotiations were more involved, 
and the administrative demands increased.  The process also highlighted differences in 
perception of the services required. The two vendors are among the more experienced 
contract holders, yet their bids were at times so far apart (up to 600% difference observed) 
and both so far from the independent government estimate, as to question to what extent 
the parties share common understanding of the requirements even under the national, fixed 
price contracts. 

There was also one example of a bundled requirement, ultimately priced at more than 
$89,000 but not competed.  The statement of work did not specify the services sought.  It 
instead established a geographical limitation and a fixed time period (3 months), and asked 
that the contractor submit a price proposal to cover all potential work in that location 
during that period of time.  The file did not disclose the basis for establishing a 
determination of fair and reasonable pricing, nor does it appear, given the vague 
requirement, that it would be possible to do so.  We note that there has been no transaction 
accounting subsequent to the initial task order obligation, which was dated September 
2001. 

One positive aspect is that the Contracting Officer established a task order file template to 
be adopted by the designated Contracting Officer Representatives for each of the six 
contracts. It included a file checklist; an outline of the task order steps; sample forms and 
letters; excerpts from the contract; etc.  This seemed to ease the administrative burden and 
standardize the file structure. 

Lessons: 

1.	 A task order file template reduces the administrative burden and improves the 
average quality of all related documentation. 

2.	 Because it relies upon task specific negotiations to arrive at price, it would be time 
and resource prohibitive to expand the use of this contract to areas of significant 
demand. 

3.	 Reliance on labor-hour analysis for price negotiations implies a task of 
indeterminate performance risk, which places this contract at odds conceptually 
with the other, fixed-price contracts PBS has awarded for these same services. 
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Summary of Region 7 Regional Brokerage Contracts 
Region 7 (Greater Southwest Region) utilizes three brokerage contracts in managing its 
leasing workload. The first was awarded to Amelang Management Corporation and 
became effective in September 2000.  The contract has a two-year base term and three one-
year options. Additional vendors were added one year later, with contracts awarded to 
Spaulding & Slye Colliers and Julien J. Studley, Inc. with notice to proceed in February 
2002. These contracts have a one-year base term and four one-year option periods.  
Included in the pricing structures are differentiated fees for services within and outside 
major markets as well as provisions for the contractor or the Government to provide for 
workspace. These contracts also include additional service options, such as negotiation of 
a superseding lease, environmental analysis and report, and negotiation of a change order.  
The guaranteed minimum for all three contracts is $200 per contractor, per year, much 
lower than the guarantee for the national brokerage contracts. 

Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

Regional (R7) 
Amelang Management Corp. 

Full Lease Acquisition Services 23 40.4% 939,996 55.1% 
Succeeding Lease 3 5.3% 36,500 2.1% 
Lease Alterations 5 8.8% 34,640 2.0% 
Post Award Services 2 3.5% 33,163 1.9% 
Lease Extension 2 3.5% 20,800 1.2% 
Preaward Service Menu Item 4 7.0% 17,500 1.0% 

Amelang Management Corp. Total 39 68.4% 1,082,599 63.5% 

Julien J. Studley, Inc. 
Full Lease Acquisition Services 7 12.3% 394,809 23.2% 
Succeeding Lease 1 1.8% 16,800 1.0% 
Preaward Service Menu Item 2 3.5% 5,750 0.3% 

Julien J. Studley, Inc. Total 10 17.5% 417,359 24.5% 

Spaulding & Slye Services, LP 
Full Lease Acquisition Services 4 7.0% 180,658 10.6% 
Lease Extension 4 7.0% 24,000 1.4% 

Spaulding & Slye Services, LP Total 8 14.0% 204,658 12.0% 

Grand Total 57 100.0% 1,704,616 100.0% 
Figure 20 - (source: auditor’s task order analysis) 

Of these 57 task orders, all services ordered were within the contractual scope of work. 
Seventy-two percent of task orders were priced in accordance with the contracts. Nine 
percent of task orders were pricing exceptions, meaning the order amount was higher than 
the contract price with no documented explanation for the variance.  The majority of these 
exception-priced task orders were awarded to Amelang Management Corporation.  
Additionally, 19 percent of the task orders contained data insufficient to determine if the 
order amount was derived from the contract pricing structure.   
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The contract does not address task order competition, and no competitive actions were 
noted in our review of task orders.  We note that the initial single award contract would 
have required a specific justification, as multiple award contracts are the express 
preference under the FAR. There were several other notable aspects to this vehicle. The 
solicitation sought alternative pricing for work performed in government provided work 
space, but this brought no pricing concessions from the contractors.  The solicitation did 
however achieve pricing differentiation for work performed in major versus non-major 
markets, and for lease acquisition subject to simplified versus standard procedures.  The 
statement of work also drew a distinction between aspects of the lease acquisition that 
must be performed by the government and those responsibilities assignable to the 
contractor. Also, we noted a set of objective performance standards and a standard 
timeline of milestone events depicting several variations of lease acquisitions. 

Lessons: 

1.	 The vendors do make a cost distinction between major and non-major market 

acquisitions, seeking a premium for the latter. 


2.	 Cost savings will not be the justification to satisfy PBS’ desire for brokers to co
locate with the PBS realty specialists (potentially a task-specific requirement under 
these contracts), as the vendors offer no discount for this arrangement. 

3.	 It would be informative to follow up on the effectiveness of the performance 
measurement methodology established under these contracts, which stood out with 
tangible, measurable performance standards. 
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Summary of Region 8 Regional Brokerage Contract 
The Rocky Mountain Region (Region 8) awarded a sole source regional brokerage contract 
to Equis Corporation effective January 2001 for one base year and four option years. The 
scope of work includes: 

•	 On-Site Real Estate Services, 
•	 Lease Acquisition Services and 
• Menu Services. 

The contract pricing structure is as follows. The vaguely defined on-site services are 
priced simply as a rate per hour line item.  Full lease acquisition services are priced in 
terms of the percentage of commission to be rebated to GSA, not a definite amount.  Menu 
services are also simply proposed as a rate per hour.  The minimum order guarantee is 
50,000 square feet for lease acquisition services, and $25,000 for menu item services.  The 
contract maximum order limitation (MOL) is expressed as a percentage of estimated 
annual order amounts, which is dependent on the number of option years exercised.  For 
lease acquisition services, the MOL is 300,000 square feet times the number of contract 
years awarded, or up to 1,500,000 square feet. For menu services, the MOL is $750,000 
times the number of contract years awarded, or up to $3,750,000. 

Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

Regional (R8) 
Equis Corporation 

Preaward Service Menu Item 1 9.1% 13,090 100.0% 
Full Lease Acquisition Services 10 90.9% - 0.0% 

Equis Corporation Total 11 100.0% 13,090 100.0% 

Grand Total 11 100.0% 13,090 100.0% 
Figure 21 - (source: auditor’s task order analysis) 

Note that total order amount for the ten full lease acquisition services is zero.  These were 
all issued as zero dollar task orders, with the broker to be paid directly from the lessor.  
This is one of two regional contracts under which we observed such a practice. For 
additional information, please refer to report section Rebates and the Use of “Zero Dollar” 
Task Orders (page 14). 

Lessons 
1.	 Contingent, third-party compensation such as occurs under this contract cannot be 

reconciled with existing procurement regulations, budget rules, and accounting 
requirements. 
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Summary of Region 9 Regional Brokerage Contracts 
Region 9 (Pacific Rim Region) awarded five regional brokerage contracts effective 
September 2000 through August 2001 with four one-year options.  Coverage is zone 
specific: 

• San Francisco Service Center (Zone 1) 
• Pacific Service Center (Zone 2), 
• Los Angeles Service Center (Zone 3), 
• Desert Service Center (Zone 4) and 
• Regionwide (Zone 5). 

Wallace & Steichen, Inc. was awarded a brokerage contract for Zones 1-4.  Equis 
Corporation services Zone 5. The Crown Partnership, Inc. and Colliers International 
handle Zones 1-5. Kabler/Robbins Commercial Real Estate, Inc. serviced Zone 1 for the 
base term of the contract and added Zones 2-4 in September 2001.  Options for the first 
option year were exercised under all five contracts. The minimum-ordering guarantee for 
each contract is $2,000. The contracts include both full lease acquisitions and menu 
services. Hourly rates ranging from $50-$360 in the base year are available for leasing 
services, space planning, building environmental evaluations and fire protection surveys.  
The contracts also call for a fair opportunity to be considered with price, past performance, 
experience and key personnel qualifications cited as criteria for task order selection. 

Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

Regional (R9) 
Colliers International 

Full Lease Acquisition Services 3 6.1% 58,000 3.9% 
Post Award Services 3 6.1% 57,325 3.8% 
Preaward Service Menu Item 1 2.0% 850 0.1% 

Colliers International Total 7 14.3% 116,175 7.7% 

Equis Corporation 
Full Lease Acquisition Services 

Equis Corporation Total 
15 
15 

30.6% 
30.6% 

122,159 
122,159 

8.1% 
8.1% 

Kabler Robbins 
Full Lease Acquisition Services 2 4.1% 431,324 28.7% 
Preaward Service Menu Item 1 2.0% 5,000 0.3% 

Kabler Robbins Total 3 6.1% 436,324 29.1% 

The Crown Partnership, Inc. 
Full Lease Acquisition Services 14 28.6% 404,207 26.9% 
Post Award Services 2 4.1% 5,908 0.4% 
Non-Contract Services 1 2.0% 2,000 0.1% 

The Crown Partnership, Inc. Total 17 34.7% 412,115 27.4% 

Wallace & Steichen 
Full Lease Acquisition Services 

Wallace & Steichen Total 
7 
7 

14.3% 
14.3% 

414,660 
414,660 

27.6% 
27.6% 

Grand Total 49 100.0% 1,501,433 100.0% 
Figure 22 - (source: auditor’s task order analysis) 
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Of these 49 task orders, only one for conference participation seemed to fall outside the 
contractual scope of work. Two additional task orders issued were pricing exceptions; 
priced at amounts greater than the pricing structure with no justification for the variance.  
All other task orders (94 percent) were priced in accord with the contract. However, 26 of 
these were issued as “zero dollar” task orders, with funding to come directly from the 
lessor. To date, zero dollar task orders have been issued to all contractors except 
Kabler/Robbins Commercial Real Estate. For additional information, please refer to report 
section Rebates and the Use of “Zero Dollar” Task Orders (page 14). 

Lessons: 
1.	 Lack of adequate funding, perceptions of inequities in the reallocation of rebate 

dollars, and a permissive environment have encouraged the creation of 
inappropriate and potentially illegal transaction accounting. 
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Summary of Region 11 Regional Brokerage Contracts 
The National Capital Region (NCR) awarded five indefinite delivery, indefinite quantity 
contracts effective October 2001 with a one-year term and four one-year options.  The 
vendors selected were Capitol CREAG; Equis Corporation; The Crown Partnership; 
Spaulding & Slye Services, LP; and Trammell Crow Company.  The minimum order 
guarantee on NCR’s regional brokerage contracts is $10,000 per contract, much lower than 
the guarantee under the national brokerage vehicles. The maximum order limitation is 
$3,000,000 per contract. 

In addition to the usual full lease acquisition and menu service items, this contract has 
been tailored to the unique requirements of the Advanced Acquisition Program (AAP), a 
procurement methodology unique to NCR that results in a standing inventory of properties 
available for lease ranked by price. Under AAP, a significant percentage of the lease 
procurement is accomplished in advance of the actual tenant space requirement by means 
of a periodic blanket solicitation for offers (SFO) used to create the inventory. As they 
occur, tenant-specific requirements are then satisfied from that inventory, without the need 
for individual competitive procurement actions.  While the statement of work language is 
ambiguous as to intent, it appears that NCR contemplates using this contract to satisfy both 
the procurement action to create AAP inventory as well as the fulfillment of a specific 
tenant requirement from AAP inventory.  

These regional brokerage contracts include a provision for the “fair opportunity to be 
considered” at the task order level. In theory the provision is there to maximize 
competition, allowing the five vendors an opportunity to reduce their contract price to win 
additional business under individual task orders. In practice, the provision tends to 
establish criteria under which the government can issue a task order without competition, 
citing the necessity to satisfy the minimum-ordering limit, the contractor’s prior 
performance, any specialized expertise, and any conflict of interest that would restrict a 
contractor’s ability to perform the specified work.   

In this instance, there were only four orders in process as of our fieldwork cutoff: two of 
these were competed; two were not.  Of the latter, one cites “continuation of work from 
another contract vehicle” as reason not to compete the requirement.  The other cites 
“commitments made prior to {the contracting officer’s} involvement”.  Both also mention 
successful prior performance.  Neither justification appears sufficient to satisfy the fair 
opportunity provisions required by FAR 16.505(b) or the task order placement criteria 
delineated in the contract. Further, while the contract does list prior performance as a task 
order criterion as one of the award factors, to find it cited as a reason to exclude 
competition was unexpected. 
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Contractor Service Ordered Order 
Count 

% of 
Count 

Order 
Amount 

% of 
Amount 

Regional (R11) 
Capitol CREAG 

Full Lease Acquisition Services 3 75.00% 135,065 88.8% 

Spaulding & Slye Services, LP 
Full Lease Acquisition Services 1 25.00% 17,058 11.2% 

Grand Total 4 100.00% 152,123 100.0% 
Figure 23 - (source: auditor’s task order analysis) 

As the table above indicates, implementation of the regional brokerage contracts has been 
slow, which we believe is primarily due to the absence of funding.  But the delays are also 
partly by design as the region works to correct problems encountered under the national 
brokerage vehicle. Internal control improvements include:  

•	 Discontinuance of blanket ACT numbers;  
•	 Formal designation of Contracting Officer’s Representatives (CORs) and Technical 

Representatives (COTRs) that delineates authority and responsibility; 
•	 Specific, written ordering instructions and a task order selection criteria checklist; 
•	 Letters to the contractors that advise that only CORs can authorize a task; 
•	 Certificates of non-disclosure; and 
•	 Increased training. 

These changes, similar to the good practices noted in other regions, are appropriate and 
responsive to the known problems identified under the East Zone contract.  However, there 
is still no defined methodology for tracking contract-wide order activity.  The financial 
management information system does not capture contract numbers, in effect disabling the 
definitive source of verification. This will impact administration of both the maximum 
order limitation and the minimum revenue guarantees (although mitigated here by the low 
value guarantees). Also, as task order volume increases, the inability to capture and easily 
access contract summary data will preclude complete vendor prior performance feedback 
to each of the CORs. (Prior performance is cited as a task order award criterion.) 

With respect to pricing, the price per service established under the contract is described as 
a “ceiling price”. Actual cost under a task order can be lower if the task order is competed.  
That fact notwithstanding, the contract-derived prices were the basis for award and should 
represent fair and reasonable pricing as is, not simply serve as a starting point.  Our 
observations, however, raise doubt. For example, the rates accepted for new lease 
requirements to be filled from AAP inventory offer little discount from the rates for a 
standard full lease acquisition. Prior discussion with various PBS officials had portrayed 
the AAP as a means to accomplish as much as 75 percent of the lease acquisition in 
advance of the tenant requirement.  The contract prices do not reflect these efficiencies, 
and if our interpretation is correct, could actually produce a total cost for an AAP 
procurement that exceeds the same requirement accomplished under a tradition full lease 
acquisition. That is, PBS may pay the broker twice: once to evaluate a group of offers and 
replenish the AAP inventory, then a second time to satisfy a tenant-specific requirement to 
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be filled from that inventory.  The combined fees under such a scenario are significantly 
higher than a non-AAP full lease acquisition. 

In an attempt to further research this issue we found conflicting interpretations regarding 
the intended scope of services. This ambiguity extends back to the source selection plan 
itself, and to the subsequent price analysis. There is an excessive variance between 
contract-awarded prices, more than 100 percent in the case of full lease acquisition 
services, and even greater in the case of some menu item services.  The variances might 
indicate several different but perhaps equally valid interpretations of a vague requirement, 
or they might indicate an incomplete understanding of the requirement on the part of one 
or more of the vendors.  Contract file documentation indicates that price analysis was 
primarily conducted at the aggregate proposal level, where service cost variances such as 
these would not be detected. 

Lessons: 

1.	 The requirements of the National Capital Region are unique and likely best 

satisfied through regional scope contracts designed to meet those needs. 


2.	 Funding and administrative requirements must be addressed strategically.  
Inadequate funding will either promote the misrepresentation of tasks in search of 
funding alternatives, or preclude access to contracting services altogether. 

3.	 Specific task order administration requirements need to be articulated.  A file 
template would help.  Examples of adequate and inadequate practices should also 
be provided. Projections of anticipated administrative workload and staffing 
requirements would then be possible. 

4.	 Deficient procurement and contract administration practices observed here may 
extend beyond this contract vehicle, implying a need for an objective assessment 
and corrective action. 
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APPENDIX C 
Non-Contract Services Referenced in Figure 9 

Note Description 
a DC AAP/Ratification: Two DC AAP orders totaling $1,441,000 were included in the NCR 

ratification package; i.e., these orders bypassed the procurement office.  Basis of negotiation was 
not disclosed. These orders were for “services provided for the Advanced Acquisition Program”, 
otherwise not defined. Vendor appears to have been tasked to conduct the periodic solicitation for 
offers used to establish the inventory of pre-priced space available for lease. 

b Research & Development: An order was issued for the contractor to “provide Space Occupancy 
and Post-Occupancy Research and Development Support” for $388,000.  The scope of work 
included researching “the relationship between people, space and productivity” and “the future of 
emerging workplace technologies and practices”. Invoices were paid on a monthly basis. 

c Legal Services: Two orders were placed for “fee due in connection with legal services provided by 
Arnold & Porter to the Securities and Exchange Commission for the relocation of their 
headquarters”. Invoices included a contract management fee of five percent added to the legal 
costs. Total invoiced to date for the legal services portion of orders is $83,260. 

d Workplace Solutions: Two orders were placed for Workplace Solutions in NCR, totaling 
$257,112. The scope of work includes gathering and analyzing historical data on NCR projects, 
working as a team leader to bring together multiple disciplines and presenting plans to staff and 
clients. The contractor names one individual to specifically handle this project.  This individual also 
works simultaneously on Telecommuting Center projects, although the cost justification assumes a 
full time equivalent for both projects. 

e Telecommuting Center: Three orders were issued for Telecommuting Center Projects in NCR for 
$255,000. The scope of work includes approving budgets, analyzing financial reports and 
recommending billing rates to federal agencies. The orders retain the services of the contractor 
from February 1999 through January 2002. Invoices were paid on a monthly basis. 

f Consulting: Five orders were placed for consulting services, totaling $223,363. One order was for 
technical consulting support during negotiations. Two of the orders were for real estate consulting.  
The remaining two orders were for miscellaneous consulting associated with given projects. 

g Multi-Project Assignment: One order was vaguely described as a multi-project assignment for a 
given Service Delivery Division. It was priced with the blanket order amount $100,000. 

h Technical Support Services: Two orders were placed for Technical Support Services at a cost of 
$96,000. One order was for a specific project and was invoiced in full at project completion.  The 
second order called for reviewing current leases and establishing a negotiating strategy for 
maximizing the GSA position. Invoiced are paid via a monthly retainer. 

i Site Selection Study: Two orders totaling $68,447 were placed for site selection studies at the 
NOAA Science Center in Maryland. The scope of work included preparing a site selection analysis 
for sites provided by GSA and supplemented by the contractor.  Price includes line items for 
meetings, briefings and report copies. 

j Other: Fourteen additional non-contract service orders include project management, memorandum 
report to Congress, lease audit, title search and miscellaneous work. 

k Lease Audit: An order was placed in the West Zone which included $110,000 for lease audits in a 
given Service Center. Invoices indicate that the lease audits included CPI escalations, property tax 
work, settlement negotiations and field space utilization studies at a cost of $150-$175 per hour. 

l Telecommuting Center: An order was placed in the East Zone for “all necessary Management 
Services for nine Telecenters located throughout Region 3”.  The amount of this order is $121,625. 
Scope of work includes receiving, reviewing and paying expenses as well as analyzing financial 
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APPENDIX C 
Non-Contract Services Referenced in Figure 9 

performance of all centers. The file indicates that the same contractor handling the NCR 
Telecenters will handle the Region 3 Telecenters. Additionally, the contractor is given the formal 
title “GSA Regional Telecenter Coordinator” to allow for cover letter signature. 

m Consulting: Region 3 issued two task orders totaling $35,000 for “analysis of possible lease 
renewal/extension” under the East Zone contract.  The scope of work includes analyzing the 
owners’ offers, determining the “upside” of a lease extension action, and providing information 
necessary to make a decision regarding lease extension. 

n Lease Buyout: Three task orders were issued in Region 3 for lease buyout services totaling 
$17,660. Scope of work includes “buy-out analysis, review of current lease files, negotiation of 
lease buy-out”. 

o Other: Five additional tasks orders were issued outside of NCR for non-contract services. Services 
ordered include conference participation/presentation, seminar materials and labor and appraisal 
services. 
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Report Distribution 
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