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'FRAUD, ABUSE, AND MISMANAGEMENT WITHIN

CGSA

MONDAY,. APRIL 13, 1981

Housk or REPRESENTATIVES,
GOVERNMENT ACTIVITIES AND
TRANSPORTATION SUBCOMMITTEE
or THE COMMITTEE ON (GOVERNMENT OPERATIONS,
- Washington, D.C. .

\ a _3 ‘ : : . ) ;
The subcommittee met, pursuant to notice, at 10 a.m., in room

2154, Rayburn House Office Building, Hen. John L. Burton (chair-

man of the subcommittee) presiding, : o\
Present: Representatives John L. Burton and Robert S. Walker,
Also present: Gary B. Sellers, staff director; Peter Roman, profes-
sional staff member; and Rachel Halterman, minority professional
staff, Committee on Government Operations. ;
Mr. BurToN. The Subcommittee on Government Activities and

Transportation will come to order. -

Today’s hearings are to find out how well the GSA has been
doing the last 3 years. Waste, fraud, and abuse are not line items
in the social services budget, as some of us would believe, It is a
problem that the subcommijttee or its Senate counterpart and the
media through the years have thought was the normal way of
doing business at GSA. The thizge horsemen of waste, fraud, and
abuse ran quite merrily through'GSA up until 3 years ago, but we
find now that there is still a rather merry trot as against a quarter
horse racing. ‘ S .

Since the spotlight in early 1978, GSA’s sorry management
record has proved to be weak, and it is like the proverbial macker-
el laying shining and stinking in the moonlight. . . ,

We are going to hear today from a-variety of witnesses, starting
off with the auditors, whose report is rather damning, =

The GSA is supposed to be the one that sets an example for the
rest of the agencies in Government, and some of the points that
may be pointed out will seem rather picayune within themselves,
but when taken together and taken as policy matters for an agency

that is supposed to set an example for administrators, or high-level

bureaucrats who are supposed to set an example within the agency,
we see some policy or education. .

__As we all know, there have been some grand jury investigations,
There have been some ronvictions, but we still see the forms miss-
ing, N 3 , ; : .
Last year, Mr. Walker and I, along with a number of our col-
leagues, introduced legislation that would, shall we say, correct
honest graft. Senator Plunkett of Tammany Hall once said that
there are two types of graft, honest graft and dishonest graft.
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Honest graft is if you know where a freeway is going and you
buy up the property. Dishonest graft is when you alter the chil-
dren’s milk.,

We are concerned whether there is, as some have alleged, a
conspiracy existing within GSA that has been involved in coverups
or whether it is just a collection of individuals with frauds of their
own, doing as Senator Plunkett said, seeing their opportunities and
’(claking them as best they could because that is the great American

ream,

We hope these hearings will bring to light not only certain
elements of waste, fraud, and abuse that I say some think are
limited to the poor on welfare and medicaid, and some responses
from those who are in a place to respond.

Unfortunately, I do not think the new Administrator has been
confirmed. He will inherit that which Admiral Freeman inherited
from Jay Solomon, who inherited a4 bucket of snakes, and whether
or not they are still dancing to the tune of the piper is yet to be

“seen, and we certainly wish him well.

We do not know if that means we hope he is successfully con-
firmed by the Senate or unsuccessfully confirmed by the Senate
because it is a job that seems to have a short tenure and a great
need of Tylenol. -

At this time I yield to my very good colleague, the ranking

minority member, Mr. Walker of Pennsylvania.

Mr. WALkER. Thank you, Mr. Chairman. I am very pleased that
we are continuing our oversight work we began in the past Con-
gress to find problems of waste, fraud, and abuse within GSA.

We are all aware that many of GSA’s problems are due to
management deficiencies. No better illustration of this exists than
trie fact that GSA has had seven Administrators in the past 10
years. We have also received a number of promises of reform over
those years. ; B

Yet, it would appear from testimony we will receive here today
that business as usual reigns supreme at GSA. A new Presiderit, a
new Congress, and a new Administrator offer new opportunities to
waork together toward solutions of GSA’s many difficulties.

Mr. Chairman, I have met Administrator-designate dJerry
Carmen, as you have, and he has expressed his determination to
me to eliminate policies and practices which perpetuate the fraud
and abuse we have been hearing about. I am convinced that this
subcommittee, working closely with Mr, Carmen, will bring some
commonsense to GSA management. I look forward to working with
you toward that end. ,

I might say also that, with a President who has said all the way
along that he wants to eliminate waste, fraud, and abuse from the
Government; with a Congress that definitely is oriented in that
direction based upon statements coming out of the Democratic
leadership and Republican leadership, I think here is one place
where that whole process can begin, where everybody can commit
themselves to setting an example by bringing management preic-
tices in the Federal Government—and particularly in the inde-
pendent agencies of the Federal Government—into line with what
the taxpayers of this country expect. ' ,

I think our hearing today can help us chart that kind of course.

Mr. Burron, ThanL; you very much for your comments, and I

leagues that waste, fraud and abuse i line i
, d, buse 1s not a line item that was 3
01(1 {iEW budgets, but is spread throughout the bureauc?'zgv azlig
noo _]u ustf prggrq;ns that help the poor. oy B
(A Lrst witnesses will be a panel of GSA auditors;
B)?‘vgén‘%:&slﬁta&gdlix%)pqtgr G]e)neriill for Audits; Carl IB%%nH(]))vingg
T, ' uait Uivision; David DeHaven, Director hi

illfcll?tSAS%glf!:f' DlVéSl(())lﬁ; Lowell Fox, S}lpervisory Agﬁigzslggggari
fud taff; an arles Stewart, Director, General Audit Divi-

Will those gentlemen stand e
Witnesses sworn.] and be sworn!

Mr. BurToN. Mr. Davi ident; wal .
duce your colleagues? avia, could you identify ygurself and intro-

s'rl:}AgflltaFi‘l‘\gr OF HOWARD DAVIA, ASSISTANT INSPECTOR: GEN.

ACCOMPAEIDADUD;Z{[?’ gfngﬁlﬁ OSERVICES ADMINISTRATION

, ' , WN, DIRECTOR, CONTRACT

AUDIT DIVISION; DAVID DeHAVEN. DIR ’ STon
; IN, DIRECTOR, WASHING

FIELD AUDIT OFFICE; LOWELL FOX, SUPERVE?)S;{YI Ngl'l;gg

TOR, SPECIAL AUDITS STAFF; AND CHA ;
RECTOR, GENERAL AUDIT DIV,I SION RLES STEWART, DI-

Mr. Davia. I am Howard Davia Assist,

r. ‘ , ant I X
ﬁgﬁgﬁi 1’\1‘40 lily extreme right is Mr, Carlnsﬁ)re:vtvglr, %?'e rlglanir‘(i)(li’
D » Mr. Lowell Fox, and Mr. Charles Stewart to my extreme

Mr. BurtoN. Could you briefly give ¢ V
_ . Y glve us your background—experi-
ence, :mﬁeo of staff, what your duties are, and paxgggt}iﬁicaeﬁ?rils
Zggg ;hasa Feugfggggtag)dpsrqwde the Iilecessary auditing that provi’des
igh s; : aves enough money that salari
e _ ’ , L pays salaries and
fun%ll.ans something to the taxpayers’ pockets, if not the general
Mr. Davia. We are an audit office 1 ithi Off
: ; ocated within the i
g}&% %ﬁgpggﬁ(g‘t gex}grg(l).m Wel(l)wi;redfielfl audit offices llc)iattla?i g)}fgcgggf
ry, in some ederal cities. Our current staffine 1
2’29 IlJeOplle{' We feel we have a need for a professim;ai1 stsg?fff;? %013
wlijv hol;c) he, th }lxggkmgilslvsv e\;rse are consid%rably less than half strength
) your question relativ ve have
enough people to adequately audqit GSA. Tllfeegj;‘ésvego’is C‘l‘?\I:{? have
ot ilr g,taflffﬁng situation ig worsening. A few months ago 'v‘;e had a
a(;l gths a30 of 292 people, and an expectation that we would get
for next year has been. out n toc Brobcgsl; The staffing increase
have ot haos oot Cut | e President’s austerity moves, We
hav en al ' replace vacancies, wh 1
from a previous le\(e_l of 290, down to 279,W axllcdh tgxif;nglsm?;ecll'ovv&;g
expect, through attrition, to reduce by another 10 people
IR/I/I;' %XRTONWYZ;thFt replacement? .
. DAVIA, Without replacement until we get to ~ h
ge;(fe f;?fgg};%;fﬁglé v‘\)r‘};éch ist 269, Otulf“faudit 'wgorklroaf)ci1 If"axllleswifg)ﬂ’zgvlg
’ SpiL our staff approximately .
of our workload involves Internal auclflpting witﬁiya eggil,l ywﬁ%ilf

LTy
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seeks to evaluate the quality of GSA operations, to improve its
programs and to maintain surveillance and detect fraud and abuse.

The other half of our workload has to do with our contract audits
wherein we audit, the records, cost claims, and price proposals of
contractors doing business with the General Services Administra-
tion,

In contract audits, we examine contractors’ records and make
recommendations to GSA contracting officers for use in cost and
price negotiations. . \ :

- Mr. BurtoN. And what happens to your recommendations?

Mr. DaviA. On the contract side?

- Mr. BurTtoN. On any side you find procedures that, if altered,
would save the taxpayers money.

Mr. Davia., On the internal audit side, very frankly, we are
considerably frustrated because we just are not getting good correc-
tive action. We feel that the situation at GSA has not improved
significantly over the past several years, If anything, as our exper-
tise grows, we become more and more alarmed at the vulnerabili-
ties and potential for loss through fraud, waste, and abuse in GSA.

It is hard to explain why this occurs. In my opinion one reason
why we meet managerial resistance is because possibly to accept
the audit recommendations would be a tacit admission of error,
which is very difficult to do.

Mr, BurToN. A tacit admission that things are not going well?

Mr. Davia. I would say yes.

Mr. Burton. Do they ever read the paper?

Mr. Davia. I would guess they do, sir. On the contract side sir,
we recommend—— , :

Mr. Burron. That is additional notice that things are not going
too well with GSA. ‘

Mr, Davia. I would say so, yes.

Mr. BurToN. Go right ahead. a

Mr. DaviA. On the contract side we make recommendations to
our contracting officers, who write the multiple award schedules,
the construction contracts and that sort of thing, disclosing—if you
will—fat in contractors’ claims. ,

For example, next year we expect our recommendations for sav-

ings at GSA will run at least $100 million. It is up to the contract~

ing officers then to negotiate a decent price for GSA.

Mr. BurTtoN. How do these things get implemented? You assume
your recommendations will make $100 million for the taxpayers
becaruse a penny saved is a penny earned. Have you got any new
support from the Administrator? ‘

If you run into trouble at one level and they do not implement
your recommendations, could you go to the Administrator and
have the Administrator either say your recommendations are full
of baloney or your recommendations should be followed? ,

Mr. Davia, Ordinarily, sir, I think that is the thing that should
happen, but it seems that even in the last year or two we have
been in an adversarial relationship with the Administrator, who
has not always, if you will, aggressively pursued our audit recom-
mendations and/or taken disciplinary action where disciplinary
action appeared to be warranted. " “
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Mr. BurroN. You brought out findings upon which recommenda-
tions were made, is that not correct?

Mzr. Davia. Yes,

Mr. BurTon. Did you bring these to the Administrator?

Mr, DAvia. All audit reports are provided to the Administrator.
In the audit report we indicate the nature of the deficiency and the
recommendations, that is, corrective action which we suggest.

Mr, Burton. Do they not take action because implicit in that is
that they have not been doing the job right? :

~Mr. Davia. We frequently get rebutted on general issues. Some-
times we get criticized because we are biased, inexperienced. Often-
times the issues are avoided through ploys of this sort.

Mr. Burton. Do you not go to the Administrator?

Mr. Davia. Of course.

Mr. BurToN, And what did the Administrator do?

Mr. Davia. Obviously, the record indicates that he has not done
anything in many cases.

Mr. BurtoN. What did he say? Did you go to Jay Solomon?

Mr. DaviA, Jay Solomon was particularly, I think, receptive. Jay
Solomon, 1 thought, made significant efforts to correct the situa-
tion. I would hate to express his problems for him, but I think even
Mr. Solomon met resistance in the ranks. He frequently com-
plained that his orders and directives were not carried out. Feet
were dragging, and this sort of thing, '

Mr, Burron. Did you go to the admiral?

Mr, Davia. Mr. Freeman?

Mr. BurTon. Yes.

Mr. Davia. Actually, no. With our Inspector General my direct

access to the Administrator was cut.

Mr. BurToN. So you went to Kurt Muellenberg?

Mr, DaviA. That is correct. ‘

Mr. BurtoN. To your knowledge, did Kurt go to the admiral?

Mr. Davia. I would have to presume that. I would not know that
for a fact.

Mr. BurToN. He did not seem to be a shrirking violet,

Mr, Davia. We still did not get action, so I am not sure the
problems that confronted him when bringing these issues out——

M;? Burron. But at least you got attempted action out of Solo-
mon

Mr. Davia. I agree, clear attempted action.

Mr. BurTon. And he got the boot?

Mr, DAvia. He got the boot.

Mr. Burton. All in all, have you seen any significant improve-
men;cf m? the ripping off of the taxpayers through current GSA
practices '

Mr. Davia, I do not see any significant improvement, no, sir. As.

a matter of fact, from time to time we see some of the people
involved getting promoted.

Mr, Burron. Involved in ripping off or involved in not trying to
change administratively what we have tried to change through
legislation? Just closing loopholes. ,

. Mr. DaviA. People who are involved in the matters being criti-
cized 1? audit reports; matters which cost the Government money
in waste,

el O Kl O et
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Mr. BurTon. All right, program areas, which we did not try to
deal with in our legislation because we thought it would have
complicated what we thought was a fairly straightforward, simple
loophole-closing bill, ,

The multiple award schedule, which is a procurement device
dating back a long time ago, as we know, has gotten totally out of
control, There is some question in our minds as to what the con-
tractor has to do to get on that program, must he prove that he
gives the same discount to the Federal Government that he gives
to his other clients, his most favored clients, or the same price?

It is my recollection that it is the discount percentage and not
the price that counts. It is the percentage that is the same, and not
the price?

Mr. Davia. That is correct, ,

Mr. BurtoN. If you can say it in a nutshell, what is the basic
problem with this program? We see it kind of as a lack of overview
by the contracting officers just by its very size. The contractors get
on the approved list, There are so many thousands, GSA contract-
ing officers do not really take time or have time to check them.

Mr. Davia. The problem of the whole program is pretty complex.
I think, very frankly, that the GSA Federal Supply Service staff is
probably overwhelmed by it. The volume is horrendous. Our audit
staff is insufficient to adequately audit the area, We have many
audit problems in the multiple-award program.

Mr. BurToN. Are you familiar with the bill that Congressman
Walker and I introduced last year?

Mr, Davia. Generally, sir.

Mr. BurToN. Would that have any effect, although it was not
addressed toward that system specifically, but would its general
provisions have any effect on reforming that system?

Mr. Davia, You are speaking of the system penalties for suspen-
sion or debarment?

Mr. BurToN. Well, in other words, if you fraudulently did some-

thing, yes.
" Mr. Davia. Yes, I would support that bill 100 percent. I think
one of our problems in the multiple-award area as well as other
contracts is that there has never been a penalty for cheating the
Government or overcharging. If we were lucky enough in audits to
detect the overcharge, the most the contractor will normally lose is
to have to refund the money,

dl;dr. BURTON. What are the odds of the contractor getting audit-
e ,

Mr. Davia. Well, the odds right now probably are low. Our large
multiple-award contracts, that is, where we do oyer half a million
dollars a year in business, number about 500. We are currently
completely auditing 115 of those contracts. E

Mr. BurtoN. Is that about 1 out of 3—3 to 1—in favor of not
being audited?

Mr. Davia. Three of four will not be audited

My, BurtoN. Three to one favored not to be audited, If caught
unjustly enriched at the taxpayers' expense by $1 million a year
lile that, all he has to do is give back $1 million?

Mr. DAvia. Assuming there-is concurrence at the negotiating

table, of course.

S
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Mr. Burron, Well, assuming that either there or when it is
beyond that point, the contractor ripped off $100 million, he pays
back the $100 million, right? ’

Mr, Davia, That is correct.

Mr. Burron. Which could have been in CD’s getting him 12
percent, He does not even pay interest?

Mr, Davia. No. The Government loses either way.

Mr. BurToN, So he is a 8-to-1 favorite not to get audited. If he
gets audited, all he has to do is pay the money back.

Mr, Davia. That is correct. There has to be a penalty in that
system, I think, to lower the rate of overcharging.

Mr, BurroN, How can you lose, 3 to 1 favorite, just give back
what you should not have taken.

Mr, DAvia. You cannot lose,

Mr. Burron, What would it take—and then I will yield to Mr,
Walker and get back to some other things—to bring this as far as
flh(la g?ontracting officers, do we need more? Do we need to get better

elp?

There is enough knowledge of industry practices and products to
know whether the Government is getting the best deal or getting
snookered, Or, are they just so overwhelmed that if everything
looks all right they go on the face of it? ' "

Mr, Davia. I think it is a bit of everything you mentioned, sir,
My view is that we just simply do not have enough people to
handle the workload, but quite obviously in a number of cases they
do not have adequate training, knowledge of their market area,
that sort of thing. ,

Mr. Burton. Could a centralized—or not centralized—but region-
alized compendium be put together by the President’s accountants
or anybody that would set up some guidelines, some red flags they
could look at?

In other words, I do not think we are going to be hiring a lot of
new contracting officers. I would rather see auditors. I do not think
we are going to be able to send them to continuing education,
contracting, but to possibly come up with some sort of compendium
or something that would at least trigger a seminar, if not in San
Antonio, maybe in Washington, that would trigger for them, at
least something going off in their minds that maybe we should take
a look at it as opposed to figuring out 10,000 different items.

Mr. Davia. I will try to answer that question in a little different
way, although I am sure that for many people that sort of thing
will work. '

We also have instances where discounts are negotiated on prod-
ucts that are so obviously low that the average good shopper exer-
cising commonsense would recognize immediately that we should
not, for example, be accepting a 6-percent discount on a business
supply product that should normally be 20 percent.

__Mr, Burton, That would be something that you would apply for
if they do not have commonsense,

Mr. Davia, You would think the red flag would be built in.

Mr. Burton. Obviously it is not. You cannot build in common-
senge. So, therefore we have green, yellow, and red at busy inter-
sections.




U IEPIE SR S

8

Mr. Davia. I think that what is lacking is just simply having a
good knowledge of the product area; that is, what is your product
selling for on the market, and what is a fair price, especially
considering the volume that the U.S. Government purchases?

Mr, BurtoN. Do théy go through any formal training, contract
auditors or contract officers, or just kind of evolve in the office?

Mr. Davia. I don’t know. I think one of the things Admiral
Freeman initiated in the last year or two was intensive training
programs where he tried to upgrade contracting officers’ skill. How
successful that was, I cannot say. .

That can really be done, I think, without having nationwide
competition. You can bring in regional competition and guaranteed
quantities. Training is one of the keys. I think in our office right
now we have a very successful contract auditing training program
which accounts for the large amount of money we hope will be
returned to the Treasury this year—a direct result of the train-
ing—of $100 million. ; ;

Mr. Burton. That is if your recommendations are implemented?

Mr. Davia. That is correct.

Mr. BurtoN. Have they to date? What is your batting average?

Mr. Davia. Well, on the contract auditing side, we have been
getting somewhere; depending on what type of contract you are
talking about, between 65 and 75 percent of what we recommend is
being recovered. ‘

Mr. BurtoN, Were your recommendations being adopted? That’s
what I am talking about. '

Mr. DAvia. We are talking now of contract audit dollars.

Mr. Burton. I am talking about recommendations that lead to
that. What if you audit and find overspending, or overcolleztion
that ipso facto we get it under present regulations without institut-
ing your recommendations?

Mr. Davia. Relative to the overcharges on contracts, had we not
audited the contracts, it is extremely unlikely we would have
gotten anything back, certainly not voluntarily.

Mr. BurTon. So, with resistance to your suggested changes, your
audits alone will bring back $100 million? ‘

Mr. Davia. In our audits of contracts, that is correct, sir.

Mr. BurToN. What is the total cost of your audit staff?

Mr. Davia. That is the interesting thing. This year to bring in a
conservative $100 million, our audit cost is around $4 million. For
every dollar we spend, I think we bring in something like $48 or
$49 into the Treasury.

The arithmetic here will not work out because audit time ex-

pgnded in any period will produce dollar recoveries in future peri-
ods.
I might say, Congressman, that about 2 years ago you were
instrumental in bringing us new resources. Those new resources
have now paid off at this rate, so I would like to express my
belated thanks for that help. ,

Mr. BurtoNn. I kept that a secret from my friend over here until
he found out what was happening with the Carter administra-
tion—dJim McIntyre. Right after the scandals broke, they had zero
in th# budget for new auditors.

Mz, Davia. That is right.
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Mr. BurToN. And it was the day before, I think, of our hearing
with Solomon that I said, “We are going to have a hearing tomor-
row, and that issue will come up, and I guarantee you it won’t be
Bob Walker who brings it up. I am going to bring it up.”

And MclIntyre kept saying, “Well, what can we do?”’ He thought
he was doing me a favor by putting these auditors in.

I said, “No, you would be doing me a favor by leaving them out.”

John Wyde, his deputy said, I will take care of it. He put them
in, but to this day he is probably still resisting the fact that they
should be in and saying he could politely defend them. That is
after Solomon left. The scandals were breaking, and they weren’t
going to be able to defend cutting out the budget for the auditors.
He still kept thinking he was doing me a favor.

That is one of the reasons we have a new administration. He
never figured out that two and two equal four.

At this time I yield to Mr. Walker.

- Mr. Warker. Thank you, Mr. Chairman, in a sense I guess I am
going to go back over some territory that the chairman covered,
but I want to clarify some things in my own mind.

It is your testimony that reforms at the GSA over the past
several years have been practically nonexistent. Is that a correct
statement of what you said?

Mr. Davia. I don’t see any significant changes in the last 3 years.

Mr. WALKER. Yet over that same period of time we have had
Administrators up here and we have had witnesses from GSA up
here that have come before this subcommittee and have talked of
all of these improvements that have taken place. Have they been

' coming up here and lying to us?

Mr. Davia. I can’t say that, All I can do is testify for myself, sir,
and that is my professional opinion, ;
Mr. WALKER. But it is your testimony that if they came up here

“with that kind of information for this subcommittee and they told

us those kinds of things, then that in fact was not really what was
going on down at GSA?

Mr. Davia. The only way I can answer is with specifics, I am not
aware of the specific claims of reforms. I know that our audits and
our audit process will continue to turn out significant reports at
least for the next year or two ahead. We have a backlog.

Mr. WarLker. I think additionally your testimony was that
during that same period of time you have become more and more
alarmed at the potential for abuse within the system.

Mr, Davia. Right.

Mr. WALKER. So not only was there no improvement taking place
from your perspective, it appears to you that things were getting
worse. ‘

Mr. Davia. Perhaps we were getting a little smarter, too. We can
see greater potential now than before.

Mr. WALKER. All right. You have been there, and you have been
conducting these audits for how long?

Mr. Davia, I have been in my job for approximately & years.

Mr. WALKER. For 5 years, so this would be your third administra-
tion that you have worked under?

Mr. DaviA. Yes.

o
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Mr. WALKER. In that period of time from the standpoint of ferret-
ing out waste, fraud, and abuse, which Administrator do you think
cooperated the most? Who is the best?

Mr. Davia. Clearly Mr. Solomon.

Mr. WaLkER, Who was the worst?

Mr. Davia. That is difficult to say. ‘

Mr. BurToN. Who seemed to be the least understanding?

Mr. Davia. I would say the last one, as a matter of fact,

Mr. WALKER. Mr. Freeman. \

Mr. Davia, Yes, sir.

Mr. WALKER. In other words, the kind of effort that Administra-
tor Solomon was making while he was there is the kind of thing
which, in your opinion, would begin saving the taxpayers the kind
of money that you think is possible through your auditing process?

Mr. DAvia. Absolutely, ‘

Mr. Warker. If you had an Administrator totally committed to
implementing the kinds of reforms that your audit indicates should
be implemented, in fact, that in itself would be a control on the
system. In other words, if the people were certain once they were
audited and there were problems found that reforms would be
inn})ll%mented, that in itsl&i would save the taxpayers money; is that
right’

Mr. Davia. There is no question.

Mr. WALKER. In the time that you have been auditing the process
at GSA, do you have any reason to believe that there has been
organized crime penetration of the contracting process?

Mr. Davia, Before I answer that, I would like to say I am a
certified public accountant, not a criminal investigator, We normal-
ly do not do criminal investigations, so my opinion would be an
inexpert one in that area. However, the enormity of some of the so-
called discrepancies certainly suggests that organized crime is a
possibility. ~ ! ‘

Mr. WALKER. Are there any particular areas of GSA operations
where you think that there is some definite potential that there is
organized crime involved?

Mr. Davia. I would have to say anytime there is big money
involved that it is potentially there. One of the unique things about
the General Services Administration, which I think is probably
true throughout the Government as a general rule, is anytime you
have significant procurement activity, you have a significant sus-
ceptibility to fraud, and GSA has a very large procurement pro-
gram. I daresay our procurement, where we procure directly or
write the contracts for the rest of the Government, such as the
multiple-award contracts, must range between $5 billion and $7
billion, which is a great deal of money.

I would say the same potential exists in other large Government
agencies which handle large procurement, including the Depart-
ment of Defense.

Mr. WaLkER, What about in the area of the maintenance of
public buildings? There has been some suggestion that organized
crime may have gotten into that, Does your audit show any poten-
tial for that?

Mr, Davia. What was your first part of that question?

Mr. WALkER. The maintenance. ,

e e
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Mr. Davia. Oh, the maintenance.

Mr. WALKER. Of public buildings.

Mr. DA_VIA: Oh, I think once again in my ifiexpert opinion there
are clear indicia of fraud—possibly a large amount.

Mr. WaLkerR. What kinds of controls could the agency put in
place that would help us, first of all, identify whether or not there
1s a problem? You are auditing it, and I understand what you are
saying that you are not a criminal investigator; you can’t make

tion?

Mr. DAviA. Anytime we have suspicions, we

\ ’ , prepare a document

Wh¥ch we then give to our Office of Investigations which does have
trained criminal Investigators, who take the investigation over.

Mrf WALKER. Are you aware that any of those particular reports
that you have_turnegl over have resulted in an effort by GSA to
clean up organized crime Involvement in the GSA process?

_1\1\//.1[1'. %&VIA. I aén not aware of that.

r.  WALKER. S0 as far as you know you may have turned ove
repogts that indicated that and GSA has not gven acted in thai
area’ ' |

Mr, Davia. I can’t say one way or the other, I j ’
. er. I just don’t know.
Mr. WALKER. Where are the controls in the department right
now? Are there any? , ,
~ Mr. Davia. The controls—and this would sound like a very
blasgd statement—]I think, are in aggressive audit action, adequate
audit to cover the turf, Part of the control process has to be that
once detected,};'y‘audlt, especially if personal negligence is involved

nary action has been very scant.

. Mr. WaLkER. But you testified earlier that you have also run
into a problem when you take those kinds of things to an Adminis-
trator; even if you have a sympathetic Administrator who is trying
to do something about what you are reporting, or trying to imple-
ment the programs, that all gets lost in the bureaucratic shuffle at
GSA. So in fact, the auditing process is no control either; is it?

Mr.. Davia. Well, it is not the complete control. On behalf of an
A‘drnmls,trat,ox", I think one of his problems has to be that when
given an audit report which states a given set of facts, his senior
managers, on the other hand, may give him a contradicting set of
fact:s.rHe 1S In a position of having to decide, do I go with the
auditors, or do I go with my program eéxperts?

_Mr. WALKER, We .are dealing with pretty big fish here—muitibil-
lion-dollar corporations. We are dealing with fantastic amounts of
taxpayer dollars being spent. ‘

Mz, Davia. Yes, sir, -

Mr, WALKER: We are dealing with the potential of organized
crime penetrating the contracting process. Yo

Mr. Davia. Yes, sir, : :

Mr. WALKER. Yet you are testifying that the one control we have

is the auditing process, and that even the auditing process isn't

listened to. That is a reason for concern, isn’t it?

T i ———
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Mr. Davia. I am very concerned. You know, our chief investiga-
tor was fired about a yeial,r and a half ago for taking too aggressive
action, or something of that sort. . .
| C%VIr. WALKER., Letgme turn for a moment, if I have a little bit of
time left, Mr. Chairman——

Mr. BurtoN, We have got all day. , . .

Mr. WALKER. Let me turn for a moment to the situation that the
chairman raised with regard to multiple awards. In your consid-
ered opinion is it the program itself which is deficient, or is it the
management of the multiple-award program that is the problem?
In other words, do you think the concept has any merit? .

Mr. Davia. Actually the answer is both. The concept, I think, is a
very difficult one to administer. I think at least 10 years ago we,
and T think the General Accounting Office, both concurred that a
change in the program would be appropriate, and rather than go to
the multiple-award contracts, to somehow go to a single award
wherein competition would be introduced. '

First off, this, hopefully, would have assured better price and
quality. Several States have in fact used the single award procure-
ment program. I think the State of California has for some time.

Mr. Burton. Could I just interject here, Mr. Walker, I was
chairman of a legislative subcommittee that procured, and I mean
it was the big companies, IBM and Xerox. I don’t think you intro-
duce competition; I think you kind of create a monopoly—not that
they are piddling, or whatever, or that having monopolies is bad. 1
think there is a balance there between giving small and middle
enterprises a chance to get a piece of the acfgion.""i{ou know, who is
going to beat IBM? I think those are considerations. But we did
have single-source supply there, and every typewriter, every piece
of dictating equipment was IBM; every copy machine was Xerox.

Mr. DaviA. Yes. ' .

Mr. BurToN. But I kind of see the other side of the picture. I
don’t know if there are balances to be made on them, and I just
wanted to interject that. You know very well it is good especially
for the IBM salesman. He gets a nice commission. ‘

Mr. Davia. No question. I think there are points to both sides. If
we go to a single award, of course, we would then raise a flurry of
objections from the rest of American industry who would like a
piece of the action. ' . .

Mr. Warkiir. Well, I also see a problem in a solely single award
system for somebody who has brought a better product for a Rerlod
of years intéu\the marketplace but is essentially a small business,
maybe a cottage industry. That company would have a great deal

. of trouble getting into the Federal Government and bidding in a

way that would guarantee supply and repairs and all of these kinds
of factors that a single-source company would certainly use as part
of his contracting presentation to the Federal Government. '

I am not certain that is what we want to do either. I am talking
about the kind of items which don’t lend themselves eaS1)1y to
specifications, like typewriters for instance. Therefore, don’t we
have to have something that is at least similar to a multiple
award? .

Mr. Davia. Well, I think it would be desirable to get balance in
there. I think one of the problems is that it is too easy to come up

o
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with simple solutions on a question like that. One of the problems,
I think, injour multiple-award system is that we don’t guarantee a
vendor any specific quantity. In other words, when we write a
contract, we don’t say we are going to guarantee you an order of
one. I think to get a price, we should be somehow guaranteeing a
minimum ‘of 10,000 of an item, or 5,000 of an item, to give him
some assurance when. the contract goes out it will be for a specific
amount. Somehow there has to be a guarantee. That is the way
business i done in the private sector. For 1,000 typewriters, what
will you charge? For 10,000, what will you charge? We don’t have
that in our contracts.

Mr. WaLkER. Thank you, Mr. Chairman, That is all.

Mr. BurToN, The Congress has many multiple award schedules,
and we adopt a policy that if no member or less than a certain
number of members over a period of 2 years were buying X brand
of dictating machine, that was off the list, I don’t know whether
that is true of any of the 8,000 where some of them never even
have been ordered. But we ended up clearing out a pretty good
part of the list doing that. ,

Additionally, to get into a couple of specifics, on October 2,
auditors on contracts and officers testified in the cases of Digital
Equipment Corp, and Textronics that the Government had been
overcharged by $1.2 million and $1.8 million respectively. The over-
charge was generated—it seemed to be—in apparent violations of
the price reduction and effective price clauses, getting back to that
percentage discount I was talking about and getting the same
percentage, except it was from a higher level. '

To make matters worse, there were indications at least in testi-
mony by one of the auditors that the corporate officials knowingly
submitted prices that they knew to be higher than the best deal
they gave other customers, and it was his opinion that the compa-
ny officials deliberately misled the auditors. They naturally deny
glslii and the cases were accepted for criminal investigation by the

Do you know the status of those investigations?

Mr. Davia. I don’t, no.

Mr. BurToN. Part of the weakness in that could be the looseness
with which that most favored customer clause, so to speak, is
drawn on various items. It is not to the dollar amount; it is to the
discount amount, and by faulty pricing you could show the same
discount and charge the Feds more money, or you could actually
say, this is our best discount, and unless you go looking through
the records, you would never know whether they gave somebody a
higher discount. ' ; |

Mr. Davia. Well, there is a common misunderstanding that we
get the most favored customer clause in a contract. This is not
necessarily true. We agree to certain terms, which are not neces-
sarily the best terms that the vendor gives. On the subject of price
reductions and/or defective pricing, would you like me to describe
what those are? - -

Mr. BurtoN. Yes, and you ¢an also answer why it is we don’t get
the best price? Again, under multiple awards, we are not guaran-
teeing a certain volume?

B0-921 O—Blemn2




14

Mr. Davia. Well, that is hard to say, but as far as the defective
pricing issue is concerned, at the beginning of the contract process,
before the contract is written, the contractor is required to submit
certain data relative to his discount terms to his commercial trade.
The information provided is certified to by the prospective contrac-
tor and furnished to the Government's contracting officer,

Mr. Burron. Certified to under penalty of perjury.

Mr. Davia. I don’t know what the penalty is, but it is a clear
certification that to the best of his belief it is correct. We frequent-
ly find that this certification is in error. We frequently find that
tl;e prospective contractor is not disclosing his best discount sched-
ule,

Mr, BurtoN, That is corrected in the legislation that we propose.

Mr. Davia. Yes.

Mr. BurtoN, They would suffer some sort of penalty for that.

Mr. Davia. I think that would be very useful, because certainly
they should be expected to know what their own discount terms
are. Anyway, in an audit where we find the contractor has under-
stated, if you will, his discount schedule, we presume that had the
Government known the correct discount schedule, we would have
negotiated a better price. Then we calculate a refund due on that
basis. In other words, where he has disclosed 20 percent as his best
discount and we find that he is giving 30 percent to many of his
customers, we feel that we could have negotiated another 10 per-
cent in our price schedule. Of course, once a contract is established
based on the certification, right or wrong, the price reduction
clause comes into effect for the first time, and then the contract
basically states that should the contractor ever reduce his price to
his general trade clientele, let us say offer a higher discount, he
must pass the same discount on to the Government. When we audit
a contractor’s performance relative to this price reduction clause,
wefrequently find that the contractor is not passing on this addi-
tional discount. ~

Mr. BurToN. They forgot about it somewhere.

Mr. Davia. Forgot about it; yes, sir.

Mr. Burron. All right. I would like to turn to more recent
audits. These are reports of the Nashua Corp., which sells copying
equipment and supplies to the Federal Government under the mul-
tiple award schedule. For the period October 1, 1977, through Sep-
tember 1978, it sold $14 million worth of equipment to the Govern-
ment and according to the audit, there was a $700,000 overcharge.
For the period October 1, 1978, through September 1979, $14 mil-
lion of supplies, and you found an overcharge of some $860,000. I
guess the difference was the inflationary amount that they would
overcharge, because the basic amount was the same. ,«

In reviewing this report, it seems similar to the Digital and the
'_fl_‘e}(cii‘;?ronics case. Are these the same kinds of patterns that you
find’ , ;
- Mr, Davia, Yes, sir. '

Mr. Burron, And the abuse, I assume, again is related to a lack
of deterrents, where they can just cop out and say, “Gee, I didn’t
know that.” ,

Mr. DAvia. I would say that, yes.

* - o e . e Bt o .
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Mr. BurtoN. If a case is proven in either of these two, what we
get back is seven and eight—about $1.5 million, I mean with no
interest, no nothing? ~

Mr. Davia. That is correct, o

Mr. BurtoN. And they can put the $1.5 million in CDs, or what-
ever, and pick up the profit on it? ‘

Mr. Davia. Yes, sir. _ \

Mr. BurToN. There again our bill would provide the deterrents
in this situation. It would not be, as they say in equity, harsh or
oppressive but would be there so that they might figure, even given
the odds, I am not going to take a chance on doing this. ‘

Could you give the nature of the pricing data that was submitted
to the GSA contracting officer and which facts indicate that the
company may well have known that the certification was false as
opposed to accidental? :

Would you identify yourself for the record? o

Mr. BRowN. Carl Brown, Director, General Contract Audit Divi-
sion. « ; -
In that audit of Nashua, we were told that they had one pricing
schedule for each item. We found 16. We were told that the secre-
tary made the mistake in submitting that pricing schedule. We
later found that apparently the same secretary made the same
mistake in subsequent years. o

Mr. BurToN. That is also corrected in our legislation,

Mr., BrownN. I am sorry, sir. o

Mr. BurtoN, I say, that is corrected in our legislation so they
can’t designate some poor slob and say, “Hey, it's not my fault; it's
her fault.” _

Mr. BrowN. We were told that a handful of customers received
prices better than the Government was getting. We found 260
cases. ;

Mr. BurToN. Go ahead. o

Mr, BrowN. We were told that they do not have a listing of
national agreements. We found a thousand such agreements. We °
were told that they do not offer yearend rebates; in fact, they
specifically certified to that effect. We found that yearend rebates
of approximately 6 percent do exist, In fact, the policy has been in
effect for many years, the policy of giving yearend rebates,

Mr. BurToN. So it is just fair to say that in essence you were
dealing with somebody who had total amnesia, or there was some
classic indication of a fraudulent practice—or else a very slipshod-
run operation, -

Mr. BRowN. Possibly. _

Mr. BurtoN. Mr. Fox, you were the head of the interagency task
force for looking into furniture last year; were you not?

Mr, Fox. Yes, sir.

‘Mr. Burton, To summarize your findings, the taxpayers were
buying, through the agencies, $200 million worth of furniture each
year and much of it was bought not as functionally necessary items
but more by high-level personnel who wanted to redecorate their
offices according to their own specific tastes and interior decorating
purposes, which had nothing to do with regulations that say you
should have chairs because people should not stand up..
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Are these types of things in compliance with regulation, where
you just throw out the old and bring in the new because you are
the new Under Secretary of Cost Efficiency but you want a nice
pretty office to fit your own personality and charm?

Mr. Fox. No, sir. As a matter of fact, they are prohibited by
Federal regulations.

Mr. BurtroN. What happened?

Mr. Fox, Agencies were not paying attention to Federal regula-
tions. ~ '

Mr. BurToN, I know they were disregarding them, but was this
brought to anybody’s attention?

Mr. Fox. It was, by our interagency audit report.

Mr. BurTtoN. And that went to OIG.

Mr. Fox. Yes,

Mr. BurtoN. Did their IG’s tage any action? :

Mr. Fox. We didn't follow it after the report was issued, sir,
* Mr. BurToN, Shouldn’t you?

Mr, Fox. Well, we followed it up to see if procurement was going
on in the last fiscal year, and there was a freeze on procurement of
furniture in that fiscal year, I understand that the freeze has been
lifted.

Mr. Burton. It has been lifted by the President or lifted by the
agencies? ~

Mr. Fox. The agencies came to GSA with furniture plans.

Mr. BurTon. Yes.

Mr. Fox. And these went to OMB for approval, and I believe
there was a change with the new administration of that process of
reviewing these plans, but the agencies are buying furniture.

Mr. BurTon. Dave Stockman approved that?

Mr. Fox. I don’t know, sir.

Mr. BurTtoN, Was this OMB?

Mr, Fox, It was. . ,

Mr. BurtoN. We have 148 warehouses in Washington alone for
furniture; don’t we? ,

Mr. Fox, We did have at the time of the audit.

Mr. BurTeN. What do we have now? ’

Mr. Fox. I can’t answer that, sir.

Mr. BurToN. Do you know where it went?

Mzr. Fox, The furniture? _

Mr. BurtoN. In other words, they were buying separate furni-
ture as opposed to utilizing the furniture from the 148 warehouses.

Mr. Fox. The furniture in the 148 warehouses could be reused or
excessed and sold. In other words, it could have gone through the
disposal cycle.

Mr. BUrTON. At the same time, assuming Dave Stockman OK’d
the purchase of new stuff?

- Mr. Fox, No. I assume that that furniture is being processed,
reused, or disposed of. I haven't followed it since we did the audit.

Mr. Burron. I think maybe we will follow it because if there is
an excess of furniture over here for a dime on a dollar, and they
are buying new stuff over there, and we are cutting back on
certain other programs, that doesn’t sound like Dave to me, and it
doesn’t sound like the President to me.

#a
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During a lot of this time, as I understand it, the agencies them-
selves didn’t know that they had this furniture available to them
in these warehouses. : V -

Mr. Fox. I believe that is correct, sir. ‘

Mr. BurToN. Was it furniture that they specifically had ordered
at some time and forgotten about, or was it just a general pool of
furniture?

Mr. Fox. Some of it was new furniture.

Mr. BurTtoN. I mean specifically ordered by them or just general-
ly pooled furniture?
~ Mr. Fox. It is hard to generalize on that. There was a lot of used
furniture that had been generated excess because agencies were
buying new,

Mr. BurtoN. What are the rules on excessing old furniture to
buy new?

Mr. Fox. If the furniture is no longer in use and there is no use
intended for it, it should go into the disposal cycle and either go to
another use, or another agency, or be donated or sold. ‘

Mr, BurroN. Not no longer usable, but no longer in use. I don’t
like this chair; I don’t use it any more; I am going out and getting
a new chair—although anybody in the world could sit in this chair.
Is that what you are telling me? , A

Mr. Fox. I understand it might be usable. In that case, it should
be put into use for these new requirements that come along.

Mr. Burron, Well, I think the definition should be changed to
usable as against not in use, because I could become full committee
chairman, or full ranking member, and he is full committee chair-
man, and then there is a new election and I become chairman, He
}f%a‘cei just refurbished this whole room, and I would say, “I don’t like
it.

It is still usable, but it is no longer in use, and I would go out
and buy something new. That doesn’t make any sense to me,.

Mr, Fox. Once the furniture is identified as being usable, it can
then be matched against whatever new requirements for procure-
ment are coming up and be put into use that way.

Mr. BurroN. But that agency that says it is not being used any
more can make the determination, They don’t like the color of the
rug, and they get a new rug, even though the rug might be only 6
months old.

Mr. Fox. That is what they were doing.

Mr, Burron. How do we stop that? What can GSA do by regula-
tion? Or is that something better to ask the people who haven’t
been watching the store? : ,

Mr. Fox, It seems to be covered in the Federal regulations.

Mr. Burron, It doesn’t seem to be covered to me if you tell me,
“I don’t like that rug, and I am the chairman, and I am getting a
new rug.” Then all of a sudden 6§ months from now the Democrats
are out of the majority; Mr, Walker is the chairman, and he says,
“I can’t stand that color. It is offensive. Take it out.” It is no longer
used, and within 6 months we have bought two new rugs.

Mr. Fox. What it means, sir, is that the Federal regulations
prohibit buying new furniture simply to improve the appearance or
change the appearance of an office. The fact that people aren’t
following that is what is reported,

A .
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Mr. BurtoN. But the fact that one of the guidelines is that it is
no longer being used allows you to take a chair you don’t want and
say this isn’t being used; I need a new chair, Is there an automatic
replacement? '

Mr. Fox, The unused and usable furniture should be placed in
use before any new furniture is bought.

Mr. BurtoN. Should be.

Mr. Fox. Should be.

Mr. BurToN. It is not always?

Mr. Fox. Right.

Mr. Burton, It is not mostly? It is not ever? Or none of the
above?

Mr. Fox. It is a mixture, It depends on the agency.

Mr. BurroN. Who is the worst offender?

Mr. Fox. At this time? I would say at the time of the audit, there
Wer% a number of agencies with the same problem—I would say
most.

Mr. BurToN. Who is the best guardian of the taxpayer’s dollar on
the furniture thing, :

Mr. Fox. I believe NASA was a very good furniture controlling
agency. : '

Mr. BurtoN. They are too busy spending it on hardware, You say
that OMB has changed the order and unfreezed the furniture
situation?

Mr. Fox. There may be a partial freeze on it.

Mr. BurtoN. There was a total freeze? -

Mr. Fox. There was a total freeze, That was lifted at the end of
the last fiscal year. ~

Mr, Burron, Well, then, that was Carter; that wasn’t Reagan
and Stockman.

Mr. Fox. Well, I believe the Rescission Act expired, and then the
freeze was lifted. But in the meantime there wére plans for 1981
procurement which were generated by the agencies. Now, what
OMB is doing with those plans or how the plans have changed, I
don’t know, ; "

Mr. Burron, Well, I think it would be a good time for the record
to say we did invite Dave Stockman or, knowing how busy he is, a
designee or “designate” to testify, and it seems he has got a policy
that only he and one other testify, neither of whom were available,
We will pose our questions to Dave by letter, and I think we will
probably try to set up a personal meeting to discuss not only this
but some other matters pending. @

.One other thing, the headquarters of DOT Southwest were just
given 35 million over the next 5 years under the lease escalation
provisions of their contract. Can you explain how that works? Is
this the normal lease? It provides for an escalation in costs.

Mr. DaviA. I am not familiar with the specifics.

Mr, DEHAVEN. I think I can speak to that.

My name is David DeHaven, Mr. Chairman. Our office did
review this lease after it had been awarded. We determined that in
our judgment our projections were such that they could have saved
something like $3.3 millior over the next 5 years had they come to
i:s for an independent review of the projected costs made by the
essor.
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Mr. Burton. It is almost like the Federal Post Office. I was going
to ask, shouldn’t all of the agencies come to GSA for direction, but
gben tt.hey would start thinking that the Pentagon could give GSA

irection.

Mr. DEHAVEN. Sir, this lease was awarded by’GSA for thé DOT.

This is a GSA-managed building. The operating people within GSA,
the contracting officer, took it upon himself or herself to review the
proposal made by the lessor. ‘

Mr. Burron. Shouldn’t that just be common practice?

Mr. DEHAVEN. It should be.

Mr. BurToN, With items over a certain amount?

Mr. DEHAVEN. There has been a very nebulous area in the area
of leasing, We have come to a point now that we are getting
requests to review all procurements for renovations over $100,000
in leased space. However, until the present time there has not been
a specific policy that says lease escalations—and this means the
cost of operating a building, and the real estate taxes, and what
have you—are required to be reviewed by the Office of Audits.

Mr. BurToN, That is something the new Administrator could at
least set down as an order.

Mr, DEHAVEN. Yes, sir.

Mr. BurroN., Do you think, in other words, the taxpayers blew
$3.3 million because of the failure of people—who understand dol-
lars and cents against policy—reviewing the escalation of the con-
tract lease?

Mr. DEHAvVEN, That is based on our projection, and this was
based on information contained in the contractor’s records, yes.

Mr. BurrtoN, So we cut down on the school lunch program.

Mr. DEHAVEN. Yes, sir.

Mr. DAviAa. Mr, Chairman, we are routinely in other areas audit-
ing claims for, excess escalations. We have had two audit reports
recently, one in the St. Louis area, one in the Fort Worth area,
where we found the lease escalation claim in each case was $4
million overstated for the succeeding 5-year period,

Mr. BurroN, We should definitely get into this process before the
lease is signed. :

Mr. Davia. We have advised our space management people that
we do want to see those leases in initial negotiations.

. I\Iﬁ? Burton. And they can advise you to follow the space shuttle;
right' \ :

Mr, Davia. Right.
thM?r. BurTtoN. What was the contracting officet’s explanation of

is

Mr. DEHAvEN, Well, initially the contracting officer in this case
or a repregentative of his indicated that we were going to be
requested to review this proposal, and I think this happened in
December. In March we learned that the award had been made,
and at that point we injtiated our own review. Unfortunately, it
was a little bit late to do it at that time.

Mr. BurtoN, What excuse did they give for not following through
with what they said they were going to do? -

Mr. DEHAVEN. I did not receive an excuse.

Mzr. Burron. Did you ask for one? ~

Mr. DEHAvEN, We did not ask for an excuse at that time,
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Mr. BurTton. Did you ask for a reason?

Mr. DEHAVEN. We asked for a reason, and they were under
pressure to get the lease awarded.

Mr. BurTtoN. Under pressure from whom?

Mr. DEHAvEN. Within the system of awarding leases, there are
some key dates, Lessors are only required to provide services for a
specific period of time. Under the terms of this lease, if they chose
not to provide those services or not to pay for the services, the
Government would have to provide them. They were approaching
the time of either having to negotiate the escalation, or the Gov-
ernment would have to provide these services.

Mr. BurToN. So-somebody had figured that at a cost of $3.3
million it was better to accede to what may have been just a
business ploy on the part of the owner of the property. I mean, who
is a better tenant than the Federal Government? They never know
what they are getting or who they are getting it from, or how
much they are overcharged. I mean, that is just a normal business
procedure,

Mr. DEHAVEN. You would think it would be a normal business
procedure, Sir, I should say that we are issuing an internal report
which is in the hands of management now. We are recommending
that all lease escalations in excess of $100,000—just as is required
for other procurements—be forwarded to our office for review.

Mr, Burron, Prior.

Mr. DEHAVEN, Prior to award; yes, sir,

Mr. BurroN, Who owns the building? ,

Mr. DEHAVEN. This is the David Nashua Building, Nashua Asso-
ciates.

Mr. Burton. Who are they? ,

Mr, DEHAVEN. I am not sure of the ownership. David Nashua
Agsociates is located in Boston; we had our auditors visit their
offices there. ; ,

Mr. Burron. Conceivably, if you would have prior audit of the
lease %scalation programs, where would you put the potential re-
covery? »

Mr. DEHAVEN. Sir, the experience that we have had in the ones
we have done to date, I think the expected recovery is running
about 40 percent, That means that if you have a $10-million escala-
tion, we believe that we could save $4 million over the period of the
lease, which sometimes is as much as 5 years. B

Mr. Burton, A lease—I am talking about leases generally—that
would be impossible, as Everett Dirksen used to say, a million here
and a million there, pretty soon we are talking about real money.

“Mr, DEHAVEN. Yes, sir. I think that in excess of $680 million is
paid out for leases each year. I do not know what the escalation
portion of this figure is. ' o N ‘

Mr, BurtoN. One last question, and I will yield to Mr. Walker.
This is something I know Mr. Walker will be interested in, and
more interested in it because we passed a bill on travel allowance
and per diem allowances and got assurances that somehow that
was going to be taken out of other money, '

In other words, there would be no increase in funds. That is how
they deal with their dough—not their dough, our dough, the tax-
payers.

3\
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You have two auditors’ reports saying, “Senior GSA Official
Abuse Of Government Travel For Personal Gain.” That is kind of a
strong title, is it not?

Mr, Davia, No, we think it accurately describes the subject
matter, sir.

Mr. BurToN. That is dated October 22, 1980. One of the things
you talk about is, and I think we are going to ask, the conference
held in San Antonio where more than: half the people went from
Wash;ngton to San Antonio, I think we will ask the people who
were involved there about that rather than you.
$11(1)1016h1?, y?:lll stated that t?ere was allg invoice submitted of, I guess
$1,U0U, 1or the purposes of writing off rented equipment n i
fact the $1,000 was used for refreshments. e when in

Mr. Davia, That is right.

Mr, Burron. Is that normal?

Mr, Davia. No, it is improper, I think, as a matter of fact, that
the Comptroller General has ruled that this is not a proper, Gov-
ernment expense, :

Mr. Burton. I do not know about the expense. They were re-
freshments. It 18 not proper to put it under a different category,

Mr. Davia. It is not proper to pay for that sort of thing at all
much less call it something else. ’
~ Mr. Burron. Wel‘l, I would think, to me the gravamen of the act
is no,t, saying that, “We provided at a conference coffee and dough-
nuts,” because'that. is a normal practice even if people are there on
per diem, and if this happened before the per diem increase, people
might have been able to use some free coffee, but to have a phony
Invoice, that is not only improper, I think it seems close to getting
in violation of something, like law. :

Mr. Davia. Well, I am sure that it would not have been proc-
essed had it stated the true purpose.

Mr. Burron. That is not what I am saying. I am saying that the
agency that is supposed to set the record, set the example, that the
people in the agencies are supposed to follow files a phony invoice,
to me if it was for $22 that is something that borders on illegality,

You can argue whether or not it is proper to provide coffee and
doughnuts for a conference of Government officials.

Mr. DAvia. I agree,

Mr. Burton, And I mean, I would not feel that is that big a deal,
I feel that a phony invoice—if you can do it for this, you could do it
for anything.

Mr. Davia. I agree,

Mr. Burton. Well, I have some other things-in here in this
report that I think we can ask the people who are involved as
opposed to asking you. I think the report makes it clear that there
are a lot of things that do not seem important dollarwise, but I
think are important policywise.
~ As I say, if they say they have supplied coffee and doughnuts for
a conference for 8 days, I would not get too upset. When they
gubm_xt the phony invoices, that is what we are talking about, ‘Chat
is fraud then. I do not know whether abuse sets in.

Mr. Walker. o~

Mr. WALKER. Thank you, Mr, Chairman.
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Given all the furor we have had about scandals in GSA, all the
media talk about scandals in GSA, I would assume now that we
have had an Inspector General down there and he is issuing re-
ports and trying to clean up fraud, the people at GSA would be
very fascinated by all this, would they not? Would their manage-
ment be trying to respond pretty quickly to the GSA report? Or the
Inspector General report? :

Mr. Davia. It would seem logical. It is not happening, however.

Mr. WALKER. It is not happening? ‘

Mr. Davia. No.

Mr. WaLkErR. What happens to those reports?

Mr. Davia. It is difficult to say. Frequently the facts are contest-
ed, the interpretations are contested; general foot dragging. »

Mr. WALKER. So in other words, instead of doing something about
the message, they are out trying to kill the messenger?

Mr. DAviA, Very correct; yes, sir.

Mr. WALKER. We have in the subcommittee a report on construc-
tion management in GSA’s region 2 which covers New York, New
Jersey, and some other areas.

Mr. Davia, Yes, sir.

Mr. WaLKER. Without going into any great detail, I think it is
fair to say that you found quite a few things wrong with how the
program is operated. What was the Regional Commissioner’s re-
sponse to that particular audit? ‘

Mr. Davia. I think we have the report here to show you the
volume involved. We were provided two sizable volumes of docu-
ments which I do not feel contested the major facts at all. We did
not get a good, clear answer, We got two volumes of minor facts
which skirted the major issues. s

Mr. BurTon. It is usually an indication to me, when you ask a
simple question you get back this, you haven’'t got an answer.

Mr. Davia, It is a matter of increasing the forest so you cannot
see the trees. ‘ ‘

Mr. WALKER. Am I correct that what he did was appoint a task
force to come up with this two-volume response to your audit?

Mr. Davia, That is correct. I think what happened was that the
Administrator ordered the Commissioner of PBS to do a review of
the audit report. The people that were assigned the task, specifical-
ly a Special Assistant of the Commissioner, gave it right back to
the auditees to prepare the.response. Naturally it would be expect-
ed to be defensive and to lack objectivity.

Mr. WALKER. Have you reviewed those two volumes?

Mr. Davia. Yes, sir. \

Mr. WaALkER. Did you find that your auditors had gotten carried
away, you made a lot of improper charges? Describe it. -

Mr. Davia. Not at all. The final report was materially the same
as it was when it was originally issued.

Mr. WALKER. Do I understand their response went so far as to
include poetry in it?

Mr. Davia. Yes, sir. : _‘ o

Mr. WALKER. Quoting Shakespeare, or some limerick about prin-
ciple? What kind of poetry was included? .

Mr. Davia, It was—— "

&
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Mr. Burton. I am kind of curious. They used to call me a poet. I
used to memorize it so much. i
Mr. DAviA. I think the poem in many respects illustrates the

problem that our reports meet. This was written, the memorandum
was written by James Steele, who was Special Assistant to the
Commissioner. : :

Mr. WALKER. Is he a poet too?

Mr, Davia. No, it says, “author unknown.” The title of the poem
is, “The Truth or Lies.”

Truth is continuous; it lives,
Lies are born of deceit; they die.

Tyath is difficult to find. | i

Lies are found whenever desired. «

Truth is the soul of the bravest; lies are the soul of the self-deceiving.
Truth; search for it, embrace it, defend it.

Lies; confront, reject and combat with your own truth.

Mr. BurtoNn. That was it?

Mr. Davia. That is correct, |

Mr. Burron, Who is telling the truth and who is lying?

Mr. DaviA. In effect, the point here was we were lying, we were
telling untruths, lies. .

Mr. WALKER. But I understand that you did an audit, and then
in that lengthy volume to reply to what you said were major errors
in a construction program in the New York area, the response
consisted in part of that poem. :

Mr. Davia. This is included in the official response. :

Mr. WALKER. Do you consider that a professional response t
what you had done? '

Mr. DAvia. Not at all. ‘ o

Mr. Burton. Have you checked with the Library of Congress to
see if the author is really unknown? - ,

Mr. WALKER. Let me also ask you about the parking fees that

became such a controversy on March 10 of last year.
. You chastised Assistant Administrator Paz for hitting the park-
ing fund, whose assets consisted of charging employees a monthly
parking charge to pay for a large number of employees he had
hired and did not have the money to pay for. ,

Mr. Davia. Correct. ‘ '

Mr. WALKER. At the same time you advised Assistant Adminis-
trator Fontaine that he apparently also had made an unlawful
expenditure, Has that money been returned to the Treasury?

Mr. Davia. No, sir. Actually, it cannot be returned unless the
.(io.ngress makes a supplemental appropriation. The money is spent;
it is gone. ‘ ,

Mr. BugrTon. They spent it on unauthorized personnel.

Mr, WALRER. So in other words, the only way that we could
rectify the situation would be for Congress to make a supplemental
apprg;matlon to the agency to pay for money that was illegally
spent? ‘ :

Mr. DAvia. I would think so, yes.

. Mr. Burron, Or withhold money from the agency, the portions of J
it coming out of the salary of people who illegally spent the money,

without leaving it up to their discretion. They will end up firing
those people. Those are our two options, I guess.

e
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Mr. WALKER. One of the most sensitive areas of GSA is giving
away property the Government does not need anymore. The law
and regulations are pretty clear, whatever government gives away
is supposed to be beneficial to the general public.

Mr. Fox, you did an audit last year to see whether GSA and
other agencies, particularly FAA and then what was HEW, wheth-
er they had abided by the terms of their contract.

You found that 78 percent of the groups that had property were
not complying with their contract. Is that right?

Mr. Fox. Yes, sir, 78 percent of GSA’s tests were not in compli-
ance. -

Mr. WALKER. So in other words, the property given away under
specific conditions, those conditions were not being met? ,

Mr. Fox. Yes.

Mr. WaLker. What about the university which was to be estab-
lished at the old Army communications facility at Davis?

Mr. BurTtoN. Is that Davis, Calif.

Mr. Fox, Yes, I think so, That property was not being used for
the university. The university was supposed to be established but it
never really got off the ground. They did not have a lot of students,
and parts of the property were being used for other purposes.

Mr. BurtoN. What university did not get off the ground? Not the
University of Cal at Davis? It is all over the ground.

Mr, Fox. I cannot pronounce the name. We call it DQ University,

Mr. BurroN. That was supposed to be a special Indian school?

Mr. Fox, Indian school. ‘

Mr. WALKER. Is it really true that part of the property is being
used by a company manufacturing perpetual motion machines?

Mr. Fox. I understand they were promoting perpetual motion
machines, yes. :

Mr, WALkER. Was that a part of the agreement?

Mr. Fox. No, they should not have been there.

Mr. WaLker. What happened to the surveillance program that is
supposed to check into all this?

Mr. Fox. The Administrator of GSA canceled the program.

Mr. WALKER. So your audit finds 78 percent of the people were
not complying with the provisions of the contract under which we
gave them land, yet the whole surveillance program was canceled?

Mr. Fox. Yes. ‘ o '

Mr. WaLker. What are we doing in the name of a surveillance
program? If there is no surveillance program for this, what are we
doing to assure the taxpayer is getting his money’s worth out of
this property? ' ‘

Mr. Fox. I do not believe anything is happening that was not
happening when we did the audit. In other words, there is no
surveillance going on that I know of,

Mr. WALKER, You also did the audit on the furniture, according
to previous testimony, is that correct?

Mr. Fox. Yes. ,

Mr. WALKER.: And in the course of that, with reference to a
question I raised earlier today, did you find any instance where you
felt that there was the involvement of organized crime in the
whole business of furniture contracting?

Mr, Fox. No, sir.
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Mr, WALKER. You did not find indication
M DYALEER. ‘ | Ind any indication of that?
“hl\gé WALKER. Thank you, Mr. Chairman. That is all the questions
Mr. Burton. I think that is all the quest;
) 1in questions we have because
some of the issues raised by you, we would rath je
of this audit as opposed to you yo’urselves. rather asl the subjects
}7\7: niihanlk you \{Sry :r?uch for your testimony.,
only speaking for myself, but I am going to mal :
?ﬁten_lpt I can to indicate to Dave Stockman %ndgir:h‘e gl?niii&fa?i%%
t,;hajc if they can getadtolor whatever it is, or a 48 to 1 return on
eir dollar, it is a pretty good investment; and as I say, educate
1s;ﬁme of the people who 1 happen to know in the administration
at waste, fraud, and abuse is not the specific province of what
used to be HEW, but pervades all over, and if your recommenda-
tions would have been implemented up front, maybe we would
have an untouched lunch program because we have to save as
II:::%Z}slsaT;r;ey ast gvs ﬁanl:so _th?tdcertain programs we feel are
e re not totally eliminated when
erll%ﬁh pﬁogramswwe Weﬁlthto Lonated w we can at least act about
ank you, We will hear from Herbert McCarth ‘
Marschall. Then, we will break for lunch and come ybaaclllidt? MRr
gil(*)ug?i,ul\/i[)r. McBrlqe, Mr. Ma?sc}ﬁall, Mr. Paz, and Mr. Fontai'ne,'
\ e answering some of t] ' j ' i
E\\{[Vlt%esses swri)‘rn.] g > of the points raised by the auditors.
r. BURTON. The meeting will come to order. The t wit i
Mr, Herbert McCarthy, Commissi ‘Supply Service. You
hawe boos il svyorn?, , 1ssioner, Federal Supply Service, You
I have a question that is going to sound weird. Have you done

anything about the toilet i ave yol
Francisco? I am serious, paper in the Federal Building in San

STATEMENT OF HERBERT McCARTHY COMMISSIONE
! ; y ER, FEDER-
AL SUPPLY SERVICE, ACCOMPANIED BY A. R MARSCHALIIE
COMMISSIONER, PUBLIC BUILDINGS SERVICE ' ,

Mr. McCarTHY. Sir, I am not familiar with the is
. _ e issue,

Mr, BurtoN. Your office should be, because I have received many
complaints. I am deadly earnest, I have received many, most of
whom will want to know if you are familiar with the tissue.

How long have you held this position?

l\l\gr. II\E;/ICCARTH}{. Six months. ;
,_-r. DURTON. I even sent some samples to your pred ig
1ssvie In my- district. Might even say a gut ‘%’ssue,pbutege?;ggn&i%
g(;ad ;yi;s.rii[; p11s glt}}?rtt};lhat;c you are saving a lot of money or sor’ne-

1y ng o e taxpayers, so we wil ) i )
ef%‘c;lency and econorﬁny in Gove¥nment. "l approach it from

¢ are sorry we have to call\you as a witness today, Y ~

last March called with Tom Morris, called before anot%,xer g&bz?rfﬁ
mittee and questioned with vigor for reinstating a contractor who
in effect, had been convicted of bribing a Federal official. | ’

ﬁi I Riléigzstand ‘I%V vl;f_helllt was your reason behind that?

. rRTHY. Which cas ‘ ing |

refomming 1 teo: ; e are you talking about? Are you

Mr. Burton. There is more than one? |

-
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Mr. McCarTtay. Well, there was—the case we were talking about
last year for reinstating somebody after they had been suspended
or debarred had to do with Atlas Paint Co., which was subsequent-
ly debarred.

Mr. BurTon. Did you reinstate them?

Mr. McCARrTHY. As of today they are still debarred, sir.

Mr. Burton. All right. Youlare in charge of running the con-
tracting program that bought! $175 million worth of furniture?

Mr. McCartaY. We have not/bought $175 million worth of furni-
ture, 1 believe. : ) ‘

Mr. BurToN, Since you havéﬁ been in charge or the administra-
tion. 1
Mr. McCarTHY. Noj 1 belie\ﬂe that that particular number you
are citing is a letter that we sent to you earlier this year in which
we stated that we will have in place contract coverage for $175
million worth of furniture proclirements. N ;
Mr. BurtoN. So, in other wprds, we are obligated for $175 mil-
lion? ' ?
Mr, McCartay. No; we are not. Those are multiple award con-
tracts against which there are no requirements, nor is there any
Government money allocated. | ‘

Mr. BurtoNn. You are saying then that you will have in place the
ability to get $175 million of furniture if needed?

Mr. McCartHY. Yes, sir. ff} an agency wishes to place orders
against it now and they have their approvals from the Office of
Management and Budget. 5

Mr. BurroN. Now that approval is based on what, that the
Fithian amendment that took money from GSA, and put it in the
food-for-peace during the continuing resolution of the budget? Be-
cause I do not know how the two would come up together."That
expired at the end of the fiscal year and nobody has said anything
since, so silence is assumed to ;’ae acquiescence, or did Jim McIntyre
or David Stockman send a le_tq'{er saying it is all right to go out and

buy more furniture? | . _

Mr. McCartaY. No; what h{appened, and this has to do with one
of the questions you asked M. Fox earlier, basically the sequence
of events went like this: OMB earlier this year, on the 30th of
January, came up with a neV}f OMB bulletin, 81-9. That rescinded
OMB bulletin 80-6, which is' the one that enacted the furniture
freeze last year. Therefore, thfa freeze ended that day.

It was replaced by a moratorium on the procurement of furni-
ture and other items. The a(Fencies were directed by OMB to re-
spond by February 18 givingithe dollar amount that they intended

coming year.

The agencies did respond. The numbers that were brought in by
the agencies were incorporab; d in the President’s budget.

‘Mr. BurToN. I am not certain. Did David Stockman issue that
circular? A \ }

Mr. McCartay. Yes, sir, r -

Mr. BurtoN. That is assuming that there was a need for the
furniture in the first place?|

Mr. McCartHy. OK, now /the furniture need had been established
under the previous circular; OMB 80-6. Every agency was required

to reduce their planned buys gn those Federal supply groups for the -

3

D N

o

c SR N i 1
B

27

to develop a furniture expense pl iving furni i

_ 1 . \ nse plan giving furniture items and

g{lgll{:l/}arfg fllgélfeb they .‘ Were going to havg to buy in their opinion
r. BURTON, Subject to anybody else’ iew?

Mr. McGantiy, Yoot t0 ¢ 1ybody e §e s review?

Mr. BurToN. Subject to whose review? f R
o l\gwle\}/l“(rz(ﬁll;:gsz lTQ (,}Sf;&i review and OMB review. It was my job

¢ : lans and pass th 1 '
moﬁsﬁ ag o appro ‘?al- : pass them to OMB Wlth recommenda-
tt)ﬁnusahl;g‘?m What are yqur gmdehnes? If it is unused‘ as opposed

r, McCartay. The order was that the first it ‘
sp%/fw \(Z)Vf supply K/{vouédhbe_excess furniture. pr e of eupply, first
- Mr. Warker, Mr. Chairman, I just want to clarify it in n
mind. 'l‘hemif,ugtl_on right now is the fact that Prgsidel?t Iﬁﬁﬁ;ﬁﬂ
) :ﬁdoigg %%rr%lmistrator grt h}eaci of OMB, Mr. Stockman, has issued

| r that places a tota ium on urchas i-
tulx;fg, isiVj[thélt coxz')rect? moratorium on the purchase of furn1-

- Mr. McCArTRHY. For a limited period of time, si

hﬁgr. SRA)I”ABKER. Whv%nl?oes that gxpir.e? e S

r. McCArTHY. Well, it expired—the sequence was, th i
2(?{111 dtob équt 151 _th?g ‘do,llal_' nur,nbers by February 18’ so il?gf 1}:%:;
onAMarchufg. in the President’s budget when it went to Congress

s soon as that budget did go to Congress the OMB rel
the agencies their allowance letters giviné them thegx? ?232? f)(i%
expenditures for the remainder of 1981, and in those specific allow-
a?ce letters granted or did not grant to the agencies the approval
Ic;l ots}éeagee?:ég:sdtlegel %}fl expendtlture. So to answer your question, for

oday the mo: -ium is finish t
buli\;dat ‘e)tvreduced lezel. ratorium is »fmlshed. They can now buy,
Ir, WALKER. How much money was saved in that ?

Mr. McCArraY. I could not say, sir. I do not kno%v. prosesst
SaMirt. ilstSJRTogr. \g’ell, that 1s my question. I do not know if we can
be;,e)n kepta(\)rg. when some of us think maybe the freeze should have

Prior to the freeze, it would have been a savings, but to cut
'Pgrcent of an gxgenditure that was not allowable ?s ,not.‘Tﬁegfuta%li
?hgrtrll% the agencies whole budgets, right? They did not line item

Mr. McCartay. They talked ahout eight F deral roup
which reduced it to one budget class wit S the badger TP groups

Mr. Burron. Furniture? et class within the budget. -

IIQ/I/I;' ,l\g%CARTHY.SNot; 1g‘ust }tlim?1 budget class.

. BURTON. So they had reduced equi A iture
under the generic term of equipment? Tipmpnt and furmtgre

IR/I/Ir. l\gcCARTHYAYes, sir. :

. Yir. BURTON. Airplanes are equipment, chairs are equipme
You say that the first item of supply is that they have gogptlgé‘ixnst
gxlxgééture that—I do not like the term—“was usable, but unused,” I
Mr. McCARTHY. They ha%fe to use fﬁfn‘iture that is e T

) + They at is excess. There
are reasons for i ‘ : }
o tnted 01111& for furniture becoming excess other than the one you

~—

P——
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Mr. BurtoN. What is another reason?

Mr. McCARrTHY. It is possible that in some areas of the country
you may close down a small activity, a small - to 10-person office,
if you will, and then it is easier and cheaper for the Government to
take that furniture as excess from there rather than take it and
ship it around the country to satisfy a requirement, ‘

Mr. BurTON. What are they going to do with it? That is one of
the reasons they take excess furniture. They close down DQ U and
ship it to the Pentagon? | o

Mr. McCARTHY. You would not ship it because of the cost of
shipping. What will happen is, you frequently have other uses for
it. ‘

For example, the Department of Justice constantly is sending
groups of attorneys into a given area and then pulling them «at on
an investigative case. That kind of furniture can satisfy those kinds
of requirements on a temporary basis. , ’

Mr. BurToN. Otherwise, you would have bought new furniture
for task forces moving in and out? _

Mr. McCartay. We would use it for that purpose or other pur-
poses, whatever emergency situations might arise in an area. .

Mr. BurToN. Well, give me an example of where people on this
limited-type of situation, where the Department of Justice has a
task force across the hall from me, where they were moving in
furniture and people and telephone equipment and other things,
what agencies have gone from excess as opposed to the new?

Mr. McCArTHY, Just about every agency that submitted a re-
quirement and expense plan, used excess to some degree in their
basic request. o |

Mr. BurTon. What is the percentage of excess versus new?

Mr. McCarruy. I would have to look at that and give it to you
for the record. '

[The material follows:]

. What was the dollar value of excess furniture planned for use in fiscal year 1981
as noted in the agencies’ requirements and expense plans?

The process that agencies used to identify their furniture requirements for fiscal
year 1981 required that they first consider meeting any requirements for new items
by rehabilitating existing items or by acquiring items through excess, Federal
agencies were specifically requested they indicate on the R&E forms the number of
items that they would acquire through excess. Using the projections which agencies
provided on the R&E forms, we estimate that the Federal Government will realize a
cost avoidance of $3.2 million during fiscal year 1981 by using excess in lieu of new
procurement. Of that amount, 10 Cabinet department account for $2.8 million, with
the remaining use of excess distributed among 15 other agencies.

Agencies did not have a solid basis on which to project their fiscal year 1981
utilization of excess, since availability of items from excess is subject to other
agencies no longer requiring the items. In addition, excess had been the only source
of supply during most of fiscal year 1980 due to the GSA moratorium, OMB freeze
3ndl (ioggressional rescission, Therefore, most inventories of excess items have been

epleted. ,

With respect to the assignment of excess furniture to employees by GS grade
level, Federal Property Management Regulations (FPMR) prescribe use standards,
The current FPMR's limit the use of executive furniture to GS-16's and above or
their equivalent military ranks. An amendment is in process which would allow the
assignment of executive furniture only to members of the SES and above or equiva-
lent ranks, and also prescribes more definitive standards for lower ranks.

Mr. Burton. I would like that for the record, and if you have it
for GS-5's and new equipment for GS-15s, and things like that.
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In other words, I think what we find, and it is not limited to the
executive branch, but everytime you get back to the new chairman,
I do not like the rug; I have it taken out. It is usable, but unused
so it is excess. ’

Mr. Walker becomes chairman. He does not like my rug. It
becomes unused, so it is excess, and there are no regulations as far
as usability, so every Deputy Secretary, Under Secretary, whoever,
can redo their offices because this equipment that they have, they
are not using that desk anymore. '

Mr. McCartHY. Under the existing Federal Property Manage-
ment Regulations there are only two real reasons why you can buy
furniture within the executive branch. ‘

One is that you have people for whom you do not have furniture,
or the furniture you have is beyond economical repair. You are not
allowed by regulation to change furniture simply because you want
to change it.

Mr. BurTon. But it happens.

Mr. McCarTHY. Constantly.

Mr. Burton. Well, is it not your job to see that that does not? In
other words, not to approve their getting some furniture or calling
to the attention of OMB that this agency is asking for such-and-
such, and the furniture that they have is still intact and they d
not need new. ‘

Mr. McCartry. The real way that that can be done, and I think
one of the major steps that was done is the interagency audit that
was referred to by Mr. Fox,

The Inspectors General of each agency need to police that and
assist the official of that agency in making sure they are not
asking for furniture that they should not be buying. '

Mr. BurToN. That is assuming that he is going to get the support
of tlr_le Secretary over the Secretary’s No. 1 person, who is the one
getting the office redecorated. :

1lt/I/Ir. 11\3/ICCARTH§. Yes, sir.

_ Mr. BurToN. Someone is in violation of a regulation an ‘
it, you know it. What can you do? ¢ o and you see

Mr. McCArTHY. Us_ually what we do is, we go to the head of the
agency and advise him of the violation, and ask him to advise us
what kind of remedial action he is going to take to correct it. That
is the extent of our capabilities in that situation.

Mr. BurtoN. The Administrator, who is an.appointee of the
Pr_esu_lent, cannot go to either the President or OMB and say,
especially now, when these are tough times, here is a violation of
regulation and a waste of money. That shouid be grounds for

something. o |

Mr. McCarry. He can do that. Our relationship back at the
agency is over with, but he can take it on up.

Mr. Burron. Do you take it on up to him?

Mr. McCarTHY. Yes, sir, I would.

Mr. BurTton. Do you?

Mr. McCarTHY. When I have occasion to.

Mr. BurroN. I mean, every time you have gone to an agency and
pointed it out, they have corrected the situation?

Mr./}\/IcCARTHY. I would say to a degree, yes.

80-921 O—Blem—il
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Mr. Burton. To a degree, yes? Can you give us an example?
Degrees, I think, go from 1 to 360. In other words, I do not want to
belabor the point, but I think in principle they should not violate
regulations. In these times, they should not be involved in the
kinds of unnecessary, frivolous expenditures of moneys, and I think
they should go to the agencies.

I think as you find that out, I think you should make it known to

the two policy committees and to the Appropriations Committee so
that they can take some action on it.

You know, maybe it is not a big deal, it is three chairs, but three
chairs here and three chairs there and you have a committee room.

Mr. McCArTHY. You are asking me that, but one of the things
that came to mind in the short time I have been in GSA is that
last year we did have some incidents where we would see an
agency buying furniture during the freeze that was in existence,
and we would advise that agency by letter that they were in
violation of the freeze; and the response was, of course, well, that
procurement is over with. We won’t do it again.

Mr. BurtoN. The furniture funds expired at the end of the fiscal
year? ‘

Mr. Mc¢CarTHY. Yes, sir.

Mr, Burron. All right, CMB Bulletin 81-9, that removed the
total freeze, placed a moratorium on the basis that you reduce

-equipment, reduce it 13 percent.

Mr. McCarTHY. I do not believe there was a percentage in the
bulletin.

Mr, Burton, But every department was to reduce expenditures
by some percentage. I really wonder if they were thinking equip-
ment, if they were thinking furniture. : ; ;

In other words, in certain agencies you do not have any manage-
ment role, like military and so forth, in DOD, I think we call it.

Mr. McCartHy. Well, the DOD follows that Federal Procurement
Regulation like all other parts of the executive branch.

Mr. Burton. Well, I think how I would phrase it—not singling
them out—is that there are regulations for all agencies to follow. I
do not think I would say that the agencies follow them. I was not
singling out the Pentagon, ,

Are you purchasing $175 million worth of furniture, with $110
m(i)lggn of that $175 million you are ready to go with, going to
DOD?

Mr. McCarrry, No. Let me try to explain this thing from the
viewpoint of an executive agency.

First of all, all agencies, when we added up their requirements
and expense plans for last year, requested what amounted to some
$344 million"worth of furniture.

In GSA’s review, that figure was reduced to a $222 million level
as opposed to normal year expenditure of $280 million. .

In that $222 million there was $207 million requested by the
Department of Defense. Of that $78 million was for new construc-
tion-related furniture, and the balance was for what we call recur-
ring furniture needs, ,

We approved at that time 50 percent of their recurring furniture
needs and left the new construction furniture alone.
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So, the best estimate is that if the Department of Defense were
to buy all the furniture that they had finally gotten approval for
frglri} OMB last year, that that figure would approach about $130
million,

. What we did in establishing contract coverage or planned to do
in establishing contract coverage at $175 million this year, was
simply thist We wanted to make sure that to the degree that
agencies are allowed to buy, that there is a vehicle against which
they can make their buys in actual obligations of Government
mplxll'ey. During the period of moratorium we obligated only $3
million. ,

Mr. BurtoN. To a degree implies that there will be restraints,
controls, and oversight, because you said to a degree.

Mr, McCarTHY, Yes, sir. '

Mr. BurtoN. How much of a degree and what are the restraints,
review, and oversights going to be to prohibit just buying furniture
because you felt like it?

Mr. McCartaY. Well, are you talking about the controls that will
be on us or on the individual agencies?

Mr. Burton. Well, you are the one who says you are putting
$175 million in place, and you said to a degree they will be allowed
to do such-and-such. So, I assume you have got some control over it
because you said to a degree. '

Mr. McCartHY. We are not administering the program.,

Mr, BurtoN. How did you get to a degree? ' _

Mr. McCArray. I just had to as a manager make an assumption
that, given that OMB was going to let agencies buy, and given that
agencies historically have bought $280 million worth of furniture
each year for the last several years.

Mr. BurToN. Whether they needed it or not?

Mr. McCartrY. Then I had to make the decision whether or not
I have to go to contract coverage. As you know, it takes us about
5% months—— , |

Mr. BurToN. I guess I am not expressing myself. You used the
term, “to a degree they would be able to buy some furniture.”

Mr, McCarTHY. Yes, sir, | ;

Mr. BurtoN. Now, to a degree means to me lack of carte
blanche. ,

Mr. McCarTHY. OK. The allowance letter that went from OMB

back to each individual agency told them that OMB accepted the

reduced-level expenditure. ;

For example, in our case at GSA we had about $6.6 million in
the equipment lines of the eight Federal supply groups that were
contained in the bulletins. We reduced that by $1.7 million, down
to $4.9 million. In the allowance letter coming back from the Office
of Management and Budget, we were then told we could not exceed
that $4.9 million level, o

Mr. BurTon. That is not to a degree, that is how you can spend
all the money OMB allowed you to spend. ,

MI(‘i McCArTay, It is all the money that OMB allowed us to
spend.

Mr. Burton. That is to a degree?

Mr. McCartay. Only to a degree, what we wanted to spend. It is
like 70 to 75 percent. .
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Mr. BurtoN. When you said to a degree, I thought there was
going to be restraint, that OMB, after you made a reduction says,
“Now you have this, you can go out and blow it on furniture if you
want to,”

Mr. McCartHY. The numbers were given out by OMB.

Mr. BurToN. So, to a degree really meant you could not spend
everything you initially asked for before OMB cut you down?

Mr. McCarray. That is right.

Mr. BurToN, I made a fairly invalid assumption that to a degree
meant that you really were not going to be able to go out and say,
“Up the bucks.” |

Mr, Walker.

Mr. WALKER. What is done to make certain that these agencies
that are requesting furniture or requesting expenditures for the
upcoming year utilize the 148 warehouses we have sitting around
Washington, and I assume other warehouses sitting around the
country as well?

How do we insure that before they go ahead and order a lot of
new furniture that the stuff gets used that has already been
bought? ,

Mr. McCarTry. The agencies for fiscal year 1981 for the first
time in history were required to come in with a listing of all the
items they needed, and a listing of all they had on hand, and then
show, given the gross requirement as they projected it, how much
would be met through excess they already had on hand, and then
they would reduce that number to the net requirement.

Mr. WarLker. What about excess that other agencies have on
hand? Why could not equipment that was bought by NASA, sitting
in a warehouse somewhere over here, also be used by HUD if HUD
has need for filing cabinets that we have already in a warehouse
somewhere, instead of buying new? )

- Mr. McCartHy. We have that decision in place. When an agency
has something that they have in excess to their needs, they record
it through the Federal Property Resource Service, which then
screens it through all the other agencies who have a requirement.

Mr. WALKER., But you just did this for the first time in 1981?

Mr. McCarray. No, That particular policy I just told you about
has been in existence for years. For the first time in 1981 agencies
had to come in in advance with their requirements, a plan to show
what it is they wanted for the year and how they were going to go
about utilizing the excess as a source of supply. o

Mr., BurToN. How do you know that until you know how much is
in the excess, until they talk to you? ‘

Mr, McCarTHY, Agencies know what is in their own excess.

Mr. Burron. He is not talking about that; he is talking about the
agency excesses. ‘ ‘ ; ‘

Mr, McCartay, That is true, sir. One of the reasons we are
reducing the requirement from $344 million down to $222 million
is we went back and made some general assumptions based on
what we expect to get in the aggregate in terms of excess from all
agencies that could be transferred. : )

Mr. dXVALKER. How much excess furniture do we have sitting
around?

R,
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Mr, McCarTHY. As of right now I can’t give you a current figure,
I can give you one for the record, if you would like.

Mr. WALKER. Do you have an approximation? A couple hundred

million dollars worth?

Mr, McCartry. No, sir; not that much,

Mr, WALKER, $100 million worth?

Mr. McCarTaY. The last time I checked in specific terms we had
around 38,000 pieces at about $100 apiece, so it would be about
what that comes out to—$8.8 million.

Mr, WALKER, In other words, that would be the total in excess
furniture that existed in the Federal Government?

Mr. McCartry. That was at that point in time, I can give you a

current figure for the record.

Mra WaLkEr. Well, I think we would like to have that for the
record.

Mr. BurToN. By item, by age, and how much.
~ [The information follows:]
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1, What is the current inventory of excess furniture by dollar and item (type)?
The current inventory 6f excess furniture is as follows:

Number of Items

Acquisition Cost

© Bads o . 8.990. 114,585

Bins ‘ ‘ 3,245 34,675
Book cases : ~ 584 o 16,811
Buffet : 105 29,731
Bulletin board/Blackboard - 64 4,901
Cublineis . , 1,979 aaa,.aaa
Carrels 42 5,408
Cart. : ' 10 o 760
Chairs. household - 844 . 45,146
Chairs, office : S 3,480 o 14?.728
Credenza ( 39 5, 125
Dnsk 1,581 224,358
Degk attachments - - . 212 27,594
Dressers : 481 - 60,143
¥ile Drawers and Boxes 190 2,437
Letter trays \ 172 248
Mirrors ' 76 o 2,313
Nightstands : 12 329
Partitions and Components ; 338 37,338
Planters 46 1,410
Racks , 7,832 101,210
Safes \\\ 49 22,103
Shelving (warehouse storage) 799 62,186
Sofas E . el2 47 .41§
Stands 0y 117 4,337
Stools - 52 2,164
Tables 1,412 121,097
Wardrobes 461 25,252
Wastebaskets 302 1,940
Workbenches - 9 4.825
Miscellarieous ) 10 1,522 °
Components, office Turniture 12 i 21,798
1,384,772

In addition. the Department of Defense has $1.9 million of excess furni ture,

of which $1.5 million has been reported as scrap. Because of s;geeial DODR mporting
procedures, detail information regarding this furniture is not immediately avalilable

at this time but can be obtained if necessary.
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Mr, Burron, Back to my prior question, the first thing is you
have to use excess stuff, How much it would be taken in excess,
and how much it would be contracted for new, ‘ |

Mr, WALKER. The only point I am trying to make is it seems to
me if we are going to spend $175 million, or whatever the figure
ends up being, for Turniture this year, certainly before we even talk
about any kind of expenditures we ought to talk about ¢leaning up
the warehouses and utilizing what we have on hand, You know, it
may not be exactly the chair that somebody wants in their office,
but it will be a pretty good facsimile, I think at some point we
ought at least to respond to the public demand for economy by
assuring ourselves that we are not just warehousing a bunch of
stuff but that we are literally cleaning out our warehouses in order
to keep from spending new money, ‘ ‘

Isn't it logical that we would take that kind of step?

Mr. McCartHY. I agree with you, and specifically along the lines
of what you are talking about, we reached a point a couple of
weeks ago where it normally would have been the time to'move out
and make some buys approaching about $99 million. In reviewing
the rationale for how we got to that decision point, we found that
the reason we were given was that we were at a certain percentage
of our stock position, and that it was therefore time now for us to
buy because we always bought at that level. ’

Looking at that and finding out that that kind of basis is not a
valid basis for running a supply system, we have halted those
procurements, and we are doing exactly what you are talking
about right now. We are going back to the agencies that put those
requirements on us and asking them, “Why do you need this?” and
“What have you done with the excess material you have?”’ So I ¢an
validate those two requirements. o v

Mr. WALKER. Are Congressmen bound by the same regulations?

Mr, McCarTay, No, sir; they are not.

My, WALkER. We here in the Congress operate under a different
set of regulations with respect to furniture? '

My, McCArTHY. Yes, sir. ‘

Mr, WALKER, And they are much less stringent?

Mr. McCARTHY, Yes, N

Mr. WALKER, Is that the reason why Members of Congress can
purchase their chairs for $50, or some such figure? |

Mr. McCarmay. I don’t believe that is'the price, but, yes, they
can buy their chairs when they leavy, ' : ,

Mr. WALKER. I had always heard that it was $50. -

Mr. McCarray. I think that that price changes according to the
current price of furniture. - '

.t?Mr. WALKER. In other words, they have to pay the going rate for
i | ,, i

Mr. McCartry. Yes, sir. I believe they have to pay the replace-
ment cost. .

Mr, WaLger, Thank you, Mr, Chairman, o

Mr. BurroN, Mr, Marschall, back in 1967 when Chairman
Brooks chaired this subcommittee, he held a hearing that sort of
blew some of the coats off as opposed to lids on paint, This was, I
think, something that came out in the press, too, that painters
would be charging the Government for two or three coats; and only

N
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putting on one or two. The officials at GSA at that time were just
absolutely distraught that the contractors would do such things,
but they said it was really impossible to detect how many coats of
paint were on the wall. You know, they would scrape paint and
send it to the laboratory, look at it through a microscope and see
how thick it was, and you could go to the U.S, attorney and say the
Government was being cheated. And at that time the Government
was running after Billie Sol Estes and not worrying about three or
four coats of paint.

Chairman Brooks’ idea was to put on one coat of paint, If it looks
like it does the job, stop. If it looks like you need two, go to two.
Instead of using a microscope, have somebody carefully watch what
they are doing.

GSA promised to implement this. Do you have any current
guidelines in your present position for inspectors to see that we are
not getting double-whacked for, as we used to say in the bartending
trade, a coat of paint?

Mr. MarscHALL. We have rules in effect, and we do attempt to
follow up with inspections. That, of course, is the only way you can
assure yourself of anything. We have overhauled the contracting
procedures since the time of the so-called scandals—and they were
scandals, I am sure—and we have been very, very careful, particu-
larly with respect to painting.

If you would ask me was I sure that I got two coats of paint
every time that a paint job was done, I could not answer yes or no.
I don’t know, but I hope that we are doing our jobs.

Mr. BurToN. So do we. I would not stake my daughter’s life on it,
but I hope you are. o

How many inspectors do you have per building or per region‘or
subregion just, say, dealing with painting? N | \

Mr, MARscHALL. It would certainly vary with the building and
with the location. , ‘ ' .

Mr. Burton. How about the Federal Building in San Francisco?

Mr, MagrscHALL. In the Federal Building in San Francisco, we
}éave?—l am assuming you are talking about the one at Golden

ate? L

Mr. BurToN. That is a correct assumption.

Mr. MarscHALL. We have a Federal work force. We have a
building manager who operates——

Mr. BurToN. How many inspectors do you have?

Mr. MARSCHALL. Let me finish, please,

Mzr. BurTtoNn. Let me have your answer to the question.

Mr, MARSCHALL. I am trying to answer the question.

Mr, BurtuN, How many inspectors do you have?

Mr. MAgrscHALL. I don’t know.

Mr. BurToN. Fine, ;

Mr. MarscHaLL. We do have people in the building who are our
own mechanics who sometimes inspect the work of others.

Mr. BurTon. Who are what kind of mechanics? ,

Mr. MArscHALL. They could be painters; they could be carpen-
ters; they could be electricians. It doesn’t take a genius to go look
and see how many coats of paint there are.

Mr. Burton. If you have inside expert painters, why are you
contracting outside to paint, then? ,
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Mr. MARSCHALL. Sometimes it is necessary because
Wlil/ﬁl ésU ;i%uiresd orht,l%e amount of work thyat haasuig gg %}ﬁasp:?f
Ar. tTON. S0 what you a ing i i inter will
gol\zn al\r;[d et n paint%‘ob? re saying 1s‘ sometimes a pamter will
Ar. MARSCHALL. That could very well ha
%r. lli\"/FRTON. AndIiometimes heydoesn’t. Ppem, yes. :

r. MARSCHALL. It could be ‘

are inspostins i iy Coul some other person.‘I hope that we
IK&/Ir. II%EJRTON. But Iyou don’t know.

r. MARSCHALL. If I said I knew, I would be lvi i
anﬁr/Ibody else in my positior} would be lying. I d:n’%’ llltll%évf’ln @ 1 think
i r. BurTon. I would think anybody else in your position would
! }?Ve some type of regimen and report that could tell you within

1e ballpark whether or not they are doing the job. Just be very
1% eased_ that Mr. McGrath, the new Member from New York on the
epublican side, or Mr. Lantos, the new Member from California
on the Democratic 31dq, aren’t here, because they would make Mr
Walker and me look like moderates on this committee—and that

- takes some doing. Mr. Lantos reminds me of him, and the other .

gu% hrerr{iéndi me of me.
e situations raised by the auditors—they claim that on’
have information as to the occupants and t%e figuresaofylgll;r?;no}
yoll\lf‘ blllvllldlngs. Do y{;’u‘ agree with that? ’
r. WARSCHALL. Yes, sir; I think that they are correct j
(r:r?:gi; V’I“rl;ey t;have db(ien poiiltltoad out to us, V\%’e have rarft%mlgtsgnilg
- ways to update our i ati
St?\%e o%updating? r Information system. It is in a constant
. ¥ir. BURTON. No, not the information system; I mean we aren’t
;IﬁZ%eiffg olfpogg“;) lgzany 3re %Elptyt;;hwe are interested in gettilrllg
, e and ge i
thleilfta)i\%ayers’ mom}Wy. N getting them 1in another place to save
r. NIARSCHALL. We are attempting to do that
made some strides in the last sevgral gyears. = to'p’f' gnd we have
Mr. BurtoN. What is a stride?
ﬁr. 1]\3/IARSCHALL. Sir? 1
r. BURTON. Is a stride that you saved $22,000 or that
dolc\&lment going through a draft stage? Wh$at is a stride‘.%?1 you got a
r. MArscHALL. We have made reductions in the amount of
gg}};fé}l'l tspia%e}zl ilnkthIe }faSt 2 or 3fyears, in the amount of roughly 10
rnink, 1 have some figures here.
could pz,'ov1de them for the recordg. ® fere. If you would prefer, I

Mr. BurToN. Yes, that would be helpful. In other words, reduc-

- tions of empty space by either not renting new space or ending

private lease arrangements i : ,
existing Federal builgdingsl.l and moving Federal employees into
[The information follows:]
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VACANT UNASSIGNED SPACE PROGRAM GOALS

At present, there is approximately 12.7 million s ﬁare“fee ' \
A . 12. t o
in the total space inventory of 228.9 million squgfre feet.: £ vacant space

From June 30, 1975 (the beginning of a major effort to reduce va,caht space) ,

to March 31, 1981, we have reduced the total of vacant space from 24.9 million :

square feet to 12.7 million square feet. -

The amount of unneeded storage space was reduced during thi i .9 m
3¢ stor ‘ , is d 9,9 i
square feet from 15.6 million square feet to 5.7 milli§n squaggr}?get? 5 miition

As of March 31, 1981, the total vacant office s i i i1

: 1981, . : pace, including that avail
f:?r assignment, committed to agencies, and phase—ou{ space, hgs been reclluggée
om 7.5 million to a current 5.7 million square feet, or 4.0 percent of the

office space inventory. This compares ve i
vacancy rate of 7.4 percent. CopaKe ™y favorebly w 3th the current BOVA

The regions have been instructed to make vacant space reducti igh priori
effort, and to take action to disposc of all vacagt facilitgégnfsfhiﬁgcﬁr;gnw ‘
have no further use. We also instructed the regions to attempt to outlease
space in facilities which are only partially occupied, In addition, we have
established a program to identify buildings which are unmarketable in their
present state because of condition, location, etc. These facilities are being
placed in a separate category of space ('unmarketable') so that plans can be
developed to take the necessary action to assign, dispose of, or outlease them.

Our goal fi is ' | :
squ'age fee?;x.‘ FY 1981 is to furthel: reduce the total vacant space toA 12.0 million

ic

The chart below displays the scope and eicpeétations of our program. |

FY75 FY76 Fr77 c FY78 FY79 FY 80  FY 8l

Office 7.5 7.5 . 6.0 6.3 6.6 6.

Storage  15.7 1.0 7.8 8.0 6.9 S5 5a

Special 1.7 1.4 1.5 1.7 1.7 1.3 1.3

Total 2.9 19.9  15.3 . 16,1 15,2 13.1  12.0 \
*Projected ‘

©
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" Mr. MagrscuALL. That is what we are trying to do. The first
priority would be——

Mr. BurtoN. What is your first priority? ‘

Mr. MarscHALL. The first priority is to move people into Federal
puildings wherever possible, and this has been one of the keystones
of my efforts. . - ’

Mr. BurtoN. How long did it take you to find out what your
vacancy factor was in the Federal buildings:in the country?

Mr. MarscuaLL. We have it, and I have it here in these many
fact sheets. o x

Mr. Burton. How long did it take you to get the information?

Mr. MARSCHALL. Sir? ' " -

Mr. BurTton, How long did it take you to get the information?

Mr. MagrscHALL. We like to think that we get it monthly, Mr.
Chairman, in our Public Buildings Service information system.

Mr. Burton. If you got it monthly, you would have seen the
problem before the auditors did. )

Mr. MarsceLL. We have been trying to correct the problem.

Mr. Burron.Did you see it before the auditors?

Mr. MarscHALL. No. ‘

Mr. BurToN. What good are the monthly reports if you get them
monthly? o ‘

Mr. MARSCHALL. As a matter of fact, the auditors in every case 1
am aware of had made their reports before 1 ever arrived in the
agency. ’ CT

“Mr. BurtoN. All right. So when you arrived at the agency, when
were you made aware that you were receiving monthly reports on
vacancy factors?

Mr. MARSCHALL. Probably within the first week.

Mr, BurToN, Well, when was the first time you looked at one?

Mr. MARSCHALL. More than likely within the first month.

Mr. BurToN. When was the first time you decided it was time to
do something about it? , o ,

Mr. MARSCHALL. Probably in the first week. ‘

Mr. BurtoN. I am talking about after the first week, after the
first month. | - ' ;

Mr. MARSCHALL. One of the first things that was done was to
make a specific inventory of empty space, and this was put in a
catalog form, and we then issued it to all of the agencies within the
Gogiernment, letting them know what was available and what was
not.

Mr. Burron. Then you sent them a monthly update like they do
in the advance sheets and codes?

Mr. MARSCHALL. I am not sure whether it is a monthly update,
Mr. Chairman, or quarterly. ,

Mr. BurtoN. OK, but you are keeping them apprised.

Mr. MARrscHALL. We do that. It is a catalog, like in real estate.

Mr. BurtoN. You keep them apprised and urge a little action on
it. You keep OMB apprised. Whom do you send it to at the Depart-
ment of Agriculture?

Mr. MARSCHALL. Generally speaking, Mr. Chairman, we go
through the Assistant Secretaries for Administration.

Mr. Burton. All right. ,

Mr. MarscHALL. Who handles these space matters.
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Mr. BurTton. Do you ever follow up to see if they are doing

anything? .
We have periodic meetings with these people,

Mr. MARSCHALL.

and I don’t mean just PBS, and I don’t mean on the subject of just
space. But we have periodi¢ meetings with the Assistant Secretar-
ies, Mr, Chairman, and go over mutual problems, and the matter of

space catalogs is always on the PBS agenda.

Mr. BurtoN. When they go around to lease something or do

something, you point out that they have got space two blocks away

that they could have in a Federal building?
Mr. MarscuaLL. We argue quite frequently with agencies about

where they want to be and why they want to be there.
Mr. BurToN. Is that all you have, is the power of argument?

Mr. MARrscHALL. No, sir;

Mr. BurToN. Do you win every time?

Mr. MarscHALL, Somefimes I find that my own people in the
field are unreasonable, ahd I have overturned them, and in other
cases where it is necessary for the Administrator himself to make a
final decision, he has ﬁl'one so. He is the final arbiter in this

particular case.
Mr. BurToN. Basically you have a lock on him if it is shown that
the space in the Federal building is available.
Mr. MarscHALL, We can be overturned by the OMB.
Mr, Burron. What is happening with Laguna Niguel?
Mr. MaRScHALL. It ig currently partially empty, Mr. Chairman,

as you well know. ; ,
Mr: BURTON. Partiallf}y empty? It depends on how you look at the

glass. ‘
Mr. MarscHALL. It depends on whether you are an optimist or a

pessimist. j : ,
Mr. BurToN. No. It/depends on whether it is a third, a fourth, a
fifth, a sixth, a twelfth, or whatever, full.
Mr. MarscHALL. Yes, sir. I have some figures in the back here,
Mr. Burton. Well, 77 percent empty, according te the auditor, as
of May 1, 1980, in the audit report. Although Laguna Niguel is
somewhat isolated, we have 35 pages of other isolated examples
which make them J,’nore subject to claustrophobia, vghich will be

inserted in the record.
[The information w’referred to follows:]

4
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WANEG\ General Otfice of ‘
D Services Inspecior
i - L Adminisiration General ~ Washinglon, DC 20405

WASHINGTON FIELD AUDIT OFFLCE

]

SIGNLIFICANT IMPROVEMENTS ARE
NEEDED IN ADMINISTERING GSA
CONTROLLED SPACE
NATIONWIDE

4g-00504-11-11
MARCH 27, 1981 . ‘ :

To, The Administrator:

This report reviews GSA's effectiveness i
utilizing available Government-owned. and 1easeg igzzzirzégg and
evaluates the space requests submitted to GSA by othé; agencies.
While management's comments were not obtained for this Nationwide
report, the response of the Commissioner, PBS, to our draft
report on this subject as it relates to the Central Orfice
and National Capital Region was considered in preparing this °
report and excerpts from his response are included in Appendix VII.

S it o loner

DAVID L. DeHAVEN
Director;, Field Audit Office
Washington, D.C.




DR ot SRk e ra A

42

TABLE OF CONTENTS

o : ' ' Pége

AUDIT BRIEF i
INTRODUCTION 1
RESULTS OF AUDIT 3
Vacant Space Reported in GSA's Fiscal Year 1981
Budget Cannot be Verified 4
Inaccuracies in the Public Bulldings Service
Information System Resulted In a Loss of $1.6
Million in Standard Level User Charges and a
Substantial Overstatement of Avallable Vacant
space ‘ 5
No Established Plans for Utillzing or Disposing of 2.3
Mi11li%n Square Feet of Undesirable Government-owned G
and Leased Vacant Space T
Improved Monltoring of 5.2 Million Square Feet of
"Vacant Space Pending Agency Occupancy is Needed 10
Bulldings Classified as "Unmarketable" Were Removed
from Active Inventory Reports - 13

Adjustments to Reduce Reported Vacant Space In
the National Capital Reglon Were Not Fully Supported . 16

Interagency Rgview of Space Requests ‘ . o 19
Terms of Occupancy of Space Requested Too Short 21
R;quests Tor Spéce in Specific Locations Reduces
GSA's Ability to be Responsivé - 22

APPENDIXES
I. Analysis of Vacént Spate By Region 25
II. Analysis of Space Requests : 26
III. Continuing Review of Bulldings with Reporked
Vacant Space . 27
—

SRR A

e

T ROy

43

TABLE OF CONTENTS (cont'd)

Late Entries in PBS/IS Resulting in Lost SLUC

Number of Bulldings and Type of Vacant Space Having
No Plans for Utillzatlon or Disposal .

Number of Buildings and Type of Space Classifed as
"Unmarketable

Excerpts Fpom the March 13, 1981 Response by the
Commisslioner, PBS, to Our Draft Report on Significant

. Improvements Need to be Made in Administering GSA *

Iv.
Wy
V.
VI.
4
VI,
O
§
\
“«

Controlled Space, Central Office and National
Capital Region ‘

30

31

e e

ST s .
N P e~ R P W i S e AN =< e

E SN s e i



44

AUDIT BRIEF

~

Audit report; Signlificant Improvements Are Needed in Administering

GSA Controlled Space, Natlonwide (4G-00504-11-11)

Nature of audit: To evaluate the effectiveness of the Publie

Buildings Service in identifyling and utilizing
avallable Government-owried and leased space to
satisfy space requlrements of Federal agencies;

and to determine the valldity of agencles' requests
for space ’

Audit findings:

- Inaccuracies in the Public Buildings Service Information System
(PBS/IS), and the undesirable nature of some of GSA's space
preclude specialists from elther being assured of what space
1s vacant, or knowing that payments are being received for
space occupled. Observations that led to this conclusion follow:

-~ GSA lost $1.6 million in Standard Level User Charges by not :
updating the PBS/IS assignment data

~ 49 percent of the 7.8 million square feet repobted as vacant
and avallable in the PBS/IS as of May 1980 was actually
unavallable

- GSA has no deeclsive plans for 2.3 million square feet in 48
facllities which has been vacant for an average of four years

- Another 8.5 mllion vacant square feet has been reclassified as
unmarketable and is no longer reported to Congress

PBS/IS through adjustments that were not fully documented
- GSA's space management program is hindered by agency space
requests which offer short term commitments and are geo-
graphlcally restricted

Management response:

While a management response was not obtained for this Nation-
wide report, the Commissloner, PBS, did respond to our Draflt
Report on Significant Improvements Need to be Made in
Administering GSA Controlled Space, Central Office and National
Capital Reglon. His comments were considered in preparing -
this report and excerpts from his response are included in
Appendix VII. '

§

-~ 2.5 million square feet of vacant space was elimlnated from the

45

] SIGNIFICANT IMPROVEMENTS ARE NEEDED
IN ADMINISTERING GSA CONTROLLED SPACE, NATIONWIDE

INTRODUGTION

At the request of the Subcommittee on Publie Bulldings and
Grounds of the Congressional Committee on Publle Works and ?rans—‘
portation, the Office of the Inspector General has reviewed the
status of vacant space under GSA‘Q control. Simultaneously, we
coordinated an interagency revlew of requests for expansion and

replacement space,

The objectlves of this audit were to (1) determine the effect--
iveness of GSA's Public Builldings Service in meeting space require-
ments by ldentifying and utilizing available Government-owned and
leased space, and (2) independently validate space requests submitted

to GSA by selected Federal Agenciles.

Included in this review were all Governﬁént—owned buildings with
at least 10,000 square feet of vacant space, a total of 9.2 million
square feet, and all leased bulldings with at least 5,000 square
feet of vacant space, & total of 1.5 million square feet. A summary,

by region, is included in Appendix I.

Four of the largest requestors of expansion and replacement space
vere lidentified as the Departments of Agficulture, Health and Human
Services, Treasury and Justice. Auditors from each of the above
departments revliewed a total of 137 space requests cavering about

3 million square feet. A summary is included ih Appendix II.
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All audit field work on the project was performed during the
pefiod September through November 1980, Thirteen buildings containing

over 325 thousand square feet of vacant space have been excluded from

tQ}s review ;n that they have either been the subject of prior

reviews or are being considered for future audits pepformed by the v
Inspector General. A listing of those bulldings 1s ineluded in
Appendix IIX.
*
2
4
»

a7

RESULTS OF AUDIT .

GSA'cannbt errectively manage leased or Government-owned
buildings because it has no way of knowing houﬁmuch space is underpr
1ts control, how much is assigned, or how much is available for
occupancy. A review of the projected 14.6 million square feet
of vacant space congalned in‘GSA;s fiscal year 1981 budget submission
disclosed that inaccuracies in the information system used to
develop this figure make validation impossible. The inaécuvacies
resulted from untimgly:updétes, Inadequate support for spade
ad justments, and a decision not to report "unmarketable" space.

By not entering space assignments in the Publlic Bulldings Service
Information Syatem (PBS/fS) in a timely manner GSA lost aver

$1.6 million Iin Standard Level User Charges. Another $2.3 million
of building operating costs were incurred for maintaining vadhnt
space'at ten facllties Included in our sample, The unreliabllity
of the PBS/IS was further demonstrated by 49 perdent of the 7,8
million square feet of space reportéd ag available for ocoupancy
as of May 1, 1980 actually being unavailable. About 2.3 million
square feet of space reported as available in 48 separate builldings
has been vacant for an average of about four years, and GSA officials
cannot find tenants for the space. Two other factors that maké’
the figure unreliable are the absence of égpport fqr 2.5 million

square feet of vacant space that was removed from the system by

- ong region, and a decision by management not to report 8.5 miliion

additional square feet of vacant Bpace thét had been administratively

determined to be unmarketable.
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The inability of GSA.personnel to accurately update the PBS/1S Adddtionally, 8.5 million square feet of vacant space was

not reported because it had heen reclassifed "unmarketable”

in a (timely manner Eésults, in part, grom the disproportionate gmounb

of time they must spend on filling requests that are both geographi- and removed from the active space inventory. Turther, actions ;

eally restrictive and for limited time perlods (five years or less), assoclated with removing 2.5 million square feet of space from 3

% . , . * f A the vacant space inventory were not properly documented. FEach ;

% ggf§§;;§i§§e feperted in wEhn Rrpcas et lgal.?uéget — | of the aboVG areés are discussed in detail in the following ?

2 V Th; fisqal year 1980 space figure of 14.6 million square feet . ' . sectlons of this report. é»
inecluded in GSA's fiscal year 1981 submission is questlonable. In- Inncouractes 1n the ubite Butldiege Sesvise fnfommetion s Ste& ?
accuracles in the Public Building Service Information System (PBS/IS) gE%EEEgg%%%gg%%g%E%gg;%%%%gg%g%zg%E%%g%%g%g%zggggg%i§§§§§:%ﬁﬁfgsi %
result from reporting space that is undesirable, already committed, or et oo cente, e PBS/iS epponeogsly sessili ;
scheduled for disposal vhile excluding fumarkevablel space and Faiiing / square feet of Government-owned and leased vacant space as available i
to support some space adjustments. The fiscal year 1980 submission for cseupaney when 3.0 mii1ion square fost was~unavallablé. - ;
vas develfpef by Wity Ehe Yatanh spsoa Tobel reportes i he FRS/S reasons for space beigg gb;ggé5&sly‘reported are discussed in the ;
on September 28, 1979 as a starting point. A sample of 10.7 million fottontng sorarene. ?
of the 12.5 million square feet of vacant space reported in the PBS/IS
as of May 1, 1980, showed that (1) 7.8 million square feet was Delays in Entering Data into the PBS/IS ~ In four
classified as available for gccupancy and (2) 2.9 million square feet regions (Appendix III) GSA lost almost $2 million in “\x ,
.was either committted to an agency or under alteratlon, ; Stadard Level User Changes (SLUC) as a result of delays N

‘ in enterdng occupancy data into the PBS/IS. The above

of the 7.8 million square feet disclosed that - |
However, a review 7 # , ! amount was peduced, however, by $374,000 through the

G ; nt was unavallable for a variety of reasons,
| 18 e of his snow issuance of corrected billa, Because of the expiration

o ining 4 million square feet was sufficiently
Further, 2.3 of the remalning ] o uxboner apansy fusde. tia. romnintne 1.6 E1tion wooid

undesirable that it had remained vacant for an avepage of about four

not anbecoveved.
years. - ; : . i o

In commenting on this matter (Appendix VII, page A)

ilable space nationwide disclosed that ’
ripihen ansylate of e : the Commissioner, PBS, expressed the view that since agencies

[«

' under alteration, or scheduled k ' |
the space committed to an agency, s 3 being misbilled do not result in any outlays to the lessor

1
t

for disposal was about 5.2 million square feet as of November 1980.
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no taxpa&er funds are being lost. Without commenting
on that argument, 1t 1is safe to say that when customer
agencles are not billed the Federal Bulldings Fund does .

suffer a loss of revgnue.

Space Being Misclassified —~ In four regions (3, 4, 10

and National Capital Region) & total of 1.2 million square

feet of space was migelassified as avallable when it was

Terminated Leases Rgported As_Availlable —‘Even though -

11 leases 1in six reglons representing over 143,000 square
feet of space had been cancelled or terminated for as
much as-14 months the space continued to be reported as

vacant and available for occupancy. ‘ ‘
'\ ) nt

3 . .

Building Donated*ﬁo Local Government But Not Removed -

B\
From System —~A1though§the Federal Building and Courthouse,

Baltimore Maryland, waéxﬂanated to the City of Baltimore
\
in January 1979, the May l,‘1980 PBS/IS Vacant Space Rgport
showed 263,020 square feet of space in this building‘as
N :

avaialable for ocecupancy.
Ty . Y

Presidential Library Reported As Available While Stil

Under Construction - As of May 1, 1980, the PBS/IS Vacant -

Space Report showed 65,508 square feet available for occupancy
in the Gerald R. Ford Museum, Grand Rapids, Michig&gj and
the Gerald R. Ford Library, Ann Arbpr) Michigan, even though

the two structures were still undep qqnstruction and earmarked

» )

for speciflc purposes. 6 _ oe

o
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F9v the PBS/IS to be an effective management and budgetary tool,

chang%% to GSA's space JInventory must be entered on a timely basis.
e W st

\i { As 2 result of inaccuracles of the PBS/IS Vacant Space Report, it
\ : ‘ .

" cannot be effectlvely used to identify vacant space. In addition,

S s 5
o

? v the failure of the GSA regional offices to prOperiy classify vacant
[ )
space, can mlslead Central Office personnel who prepare the annual
budget submission to Congress,
ok . ’

Recommendations ' ‘ .

For the Commissioner, PBS:

' We recommend that procedures be iniltilated to ensure:

1. The timely processing of changes to the PBS/IS to
accurately reflect the vacant space inventory.

2. "The establishment of a followup procedure to en-
sure changes to the space inventory are entered accurately.

No Established Plans for Utilizing or Disposing of '2:3 Million
Square Feet of Undesirable)qugnnment-owned andALeased Vacant Space

GSA has no immediate plafis for utilizing or disposing of 2.3

leased bullding and 47 Government-owned buildings located throughout
the country (Appendix IV). The space has been vacant for an average
of" about four. years. It appears that some of these bulldings shduldk
‘be classifed as "unmarketable", The "unmarketable" category includes

bulldings that are in need of major repalrs or that should be

demolished or excessed. While none of the buildings, in Reglons 4

reglons for yhich GSA has no plans represents over 462,000 of the
2.3 million square feet of space for which GSA cannot find tenants.

>

4 e
million square feet of vacant space consisting of portions of one," v

and 8 are classified as "unmarketable" the total vacant space in these

VR
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Examples of vacant space in bulldings in several locations
are presented as follows:

Mart Building, St. Louis, Mo. - The vacant space in this

Govevnmeht~ownedVbuild}ng nas Increased rﬂom 34,000 square
feet 1n May 1980 to 3§f;%53'square feet in November 1980 due,
for the most part, to Department of the Army personnel
relocating. Other space in the Building has also been under-
utilized. For example, only four people were located in one
4,000 square foot area on the sixth floor. Annual savings of
$;50 thousand can be realized by fully utilizing available °
space in the bullding. At the present time GSA ﬁas taken no
decislve action to elther effectively usé or dispose of this

strudture;

Philip J. Philbin Federal Building, Fitchburg, Mass. -~

This Federal Bullding was designed to house five specific
agencies and the primary tenant, U.S. Postal Seryice (USPS),
in a total of glmost 100,000vsquare feet. Presently there is
over 47,006)sq3a;e feet of vacant space in this bullding.
Before constvugtion was completed the'USPsuinrormed GSA -that
1ts needs woulé be considerably less than originally planned.
The Departmeqtgof Defense (Recruilters) would not accept 1,330

i

square feet bﬁbause thelr program favors store front, first

i
floor space. |Similarly, the Selective Service and Department -

of Labor no 1#ngeb needed 1,050 square feet of space they °

‘ I . . o
had requestedi in Fitchburg, Mass. GSA has spent $395,000 on
maintenance of vacant space in this building duriné 1980.

I

* 53

210 North Tucker, St. Louis, Mo. - Approximately 4,400

square feet of space in this leased building has been underQ
utilized since October 1, 1977, because GSA and the U.S. Pbstal
Service could not reach agreement with the lessor on the scope
and cost of required alterations. As a result, about $90,000

has been spent on maintaining underutilized space.

ﬁaguna Niguel Federal Bullding, Laguna Niguel, Calif. -

Currently, there 1s 252,211 square feet of vacant space in
this building, which is located in a predomirintly rural aria
about 50 miles from Los Angeles. The structure with more thén
900,000 square feet of space was acquired by GSA in 1974vthpough
an exchange of property with Rockwell International Corporation.
Studies by the Department of Houslng and Urban~DeQelopment on
housing and the Environmental Protection Agency on alr quallbty
have both concluded that this structure is a poor cholce as a
Federal Building. With the present vacancy level the annual
cost to maintain the space in over $915,000. However, the
Bureau of Census (the primary tenant) 1s occupylng over L4y, 000
square feet on a temporary basis and will probably release the
space by the end of fiscal year 1981. At that time the vacancy

rate could be as high as 77 percent,

Recommendation

For the Commlssioner, PBS:

We recommend that actlon be taken to avold future
losses on maintaining non-income producing property.
Buildings with long term vacancles should be evaluated
with a goal of outleasing, disposal or in the case of
leased buildings, cancellation of leases.

9

e g o et

e e g A




opee

, o4

Improved Mon!toring of 5.2 Million Square Feet of Vacant Space

Pending Ageniy Occupancy is Needed

? ,
The absknce of an aging and status reporting system far space
i 4 B T o~ -

in the "comfitted" and "under alteratlons" categories soméﬁimes_
causes spa é to go unassigned and unbilled. At the present time \
there are 20 system checks that will cause Space Management
orricials ho be alerted when particular blocks of space have

i :
remained 1n the "committed" or "under alterabtlons" categories

for extewﬁed periods of time.

ot Hﬂ

as?d on our sample, 5.2 million of the 7.5 million vacarit
square r%et under GSA's control is elther committed to an agency,.
under aaterations, or scheduled for disposal. The time required
for proﬁpectus approval of repair and alteration projects costing
over $%60,000 coupled with time required for the award and construction
of alt}ration projects, results in space sometimesﬂremaining vacant

for years. Following are some examples:

Chester Arthur Building, Washington, D.C. - The PBS8/IS o

bhOWS over 35,000 square feﬁt in this building as committed to

%the Department of Justice eince 1977 but never actually assigned.
gIn fact, Juetice has occupﬁied the space since Auvgust 1978. The
;$861 thousand in Standard Level User Chargesblost as a result of

: ! this misclassification is discussed elsewhere in this report.

,/ \' \‘ - \\ !
f 201 Varich Street, New York, N.Y. - There is more than 370,000

| square feet of vacant qpace,in this Government-owned building.

i

| A prespectus for majoh'renovations to this structure was submitted
| i L ‘
i

/ o 10
o \‘
i
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to Congress in March 1976, and in July 1977, the prospectus was
approved. However, GSA did not award a contract for the renovations
until Januany 1979. GSA now anticipates the renovations Qill be
cempleted and the space occﬁpied in 1981. Cost to maintain‘the
vacant space was $200,000 in FY 80 alone.

Forrestal Building & Casimir‘Pulaski_Building, Washington,

B.C. - A combined total of almost 490,000 square feet
has been vacant and under alterations since gbcat December
1979. The tenant agencies (Department of Energy and Departqent
of Defense) are in the process of relocating and exchanging '
locations. GSA aniticibates that all alterations will be

completed and all space oc¢cupied by December 1981.

518 Market St., Camden, N3 - As a result of poor lease

administration, a lease on a portlon of space (9,100 square feet) -
in this buillding was extended several times while the space

remained vacant. As a pesult $85,000 was wasted.

Penn Park Building Falls Church Va. and

Herring Plaza Building Amarillo, Tex. -~ Insufficlent plahning

by GSA and a lack of adherence to firesafety reports have resulted

in $215,000 being pald for vacant space in these two buildings. Y

Fedéral Building, Hartford, Ct. — Since November 1979, almost

66,000 square reet of space has remained vacant as a result of

agency reluctance to oceupy space that GSA has provided for them.

11
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In 1979 GSA altered the space specifically for the Internal

Revenue Service at a cost of $1.2 million.

35 Ryerson St.,Brpoklyn, N.Y. - Vacant space in this building

(1‘ A‘-.'v,.n
has exceeded 100,000 tqiare feet since 1970 and the bullding is

steadlly deteriorating. The operating costs for vacant space in

this building during 1980 was over $65,000.

29th Street &‘3rd Avenue, Brooklyn, N.Y. - Vacant space

has increased from 265,000 square feet in 1971 to over 500,000
square feet in 1980. The building 1s approaching funetional:--

obsolescense. Operating costs incurred for vacant §paée in 1980

was over $185,000.

_ While the complexities associated with reassigning agencles
can never be eliminated,; we believe vacant space musﬁ be propériy
classified both to permit GSA to serve 1ts customers effectively i
and to ensure the collection of all rental income due from customer

agencies. To achleve these objectives we belleve that system

checks should be included in the PBS/IS to age fecommitted" and
wynder alteration" spacé in a manner that will alert GSA's Space

Management 0fr1cials as to the progress made on alterations and

time elapsed before agéncies move-in. Once the agencies move-in,

the space assignment must be entered in the PBS/IS to provide for

the collection of Standard Level User Charges. In our Central

office and National Capital Region Draft Report on th;s sub ject

we recommended that program changes be made, to the PBS/IS that

would result in the aging of space appearing in the "under

alterations" and "committed" categorles.
12
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In his reply to this drarﬁ (Appendix VII) the Commissioner, PBS
outlingd proposed changes to the PBS/IS ineluding a report tﬁat ’
will "red flag" certain vacant spaée requiring management ;ttention.
The system changes are expected to be operational in the Spriné
of 1981. For this reason, we are not repeéting our becbm&ehdation
in this report but this area will be examined in our followup reviewf .

Bulldings Olassifi ! ‘
Inventory peaself ed as "Unmarketable" Were Removed from Active

As of November 1979 the Office of Space Management had removed
9.9 million square feet of space from active space inventory records.
This space 1s located in 211 separate faclllties throughout the
countryugnd 8.5 million square feet is currently vacanf (Appendix V).
In a response to our draft report (Appendiﬁ VII) the Commissioner, PBS
stated that the establishhent of the unmarketabl; category led to’
only about 3.4 million square feet of space being removed frém the
active space inventory. He pointed out that”ﬁhe remaining spaces
in this category were discovered to have been erroneously "dropped"
Trom all GSA responsibllity coding over the previous several years
because somg reglons had misunderstood the procedures for rEleasing
properties that were to be removed from the active inventory. Whiie
tentative plans were Tade to dispose, renovate or demolﬁsh some of
these bulldings no final decisions have been made and no actions
have been taken since the establishment of this new PBS/IS category

ildentified as "unmarketable". PBS defines "unmarketable" space as:

13
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1. facilities or portions of facilities containing long term
" vacant space; ‘
2. buildings that have been removed from the Space Management
Division's responsibility;

3. buildings thﬁt were declared excess but not accepted by the
Federal Property Resogrce Service.
As a rgsultﬂof ﬁeing placed in this new category, the vacant
and occupled square footage in these huilldings is hot used in
preparing the budget report to COngress,A In réply to our draft
report (Appendix VIT) the Commissioner, PBS explained ghe failure.

to include this space in the budget as follows:

YThe unmarketable facilitles were not included in our inventory
totals shown on the R-240 precisely because they are not con-
sidered part of GSA's active space managem=nt inventory. They
do not house people or goods, exeept in a few locablons where
assignments already existed, and they do not represent space
that we would contemplate assigning to any Federal activity
except, perhaps, in an extreme emergency. These properties
are significant only in that they have remained under GSA's

custody and control year after year."
Despite the above, the five following buildings were listed in
the November 6, 1979 Unmarketable Buildings Report (R-172) and in

the December 1979 Office of Space Management catalog that was dls-—

tributed to agencles advertising vacant available space.

Vacant Avallable
Sguare Feet

Building and Locatlon

New Bedford, Massachusetts :
building # MA0O651DB 100,000

Scotla Depot

Scotila; New York
building # NY07568Y 115,000

14
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Building and Location » ' VacggﬁaAvaﬁlagle
: ’ re Fee
Warehouse # 3 ’ ‘
Dayton, Ohio 7
building # OHO513DD 152,0
; : : . 0
Federal Center "
Fort Worth, Texas
building # TX0BO6FW . 130,312
. 2 l
Federal Center ’
Fort Worth, Texas
building # TX0819FW 123,864
Total ; ' g2
; 621,176

Had agencies movgd into these buildings they would have beeAA
removed from the unmavketable.categovy and placed in the active

space Inventory.

The Unmarketable Bulldings Report is misleading in that 1t
does not show how much space 1s vacant and how much 1s occupied,
The Unmarketable Buildings Report dated September U, 1980 showed 46
bulldirgs with single or multi. agency occupancy. However, of the 46
bulldings representing a total of 4.1 mlllion squa;e feet; 2‘5 million
square feet 1is vacaﬁt. The report shows 11 buildings with tge |
occupilable square feet reduced to zero, The report does not indicate
if these bulldings had been demolished and open land exists or

vhether these buildings do not contaln ocecupiable square feet

We agree with thg Office of Space Management that a category
for Federally-owned bu : jeed
y=~ouwn bu\iéings that are in need of major alterations,
or that should be demoliihed or excessed is useful. We cannot
3

however, agree that these buildings should be removed from PBS's

15
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active space inventory. Once removed from the active space in-

ventory they no longer recelve appropriate management attentlon.

In response to our draft report (Appendix VII) the Commissioner,
PBS, identified specific actions planned or already taken to correct

this problem:

- We have inltiated discusslons with the Office of Bulldings
Management, Repair and Alterations (R&A) Division regarding
review of unmarketable buildings and determination of avall-
ability of R&A funds for needed R&A work or demolitlon. However,
because of limited staffing and funding resources, in:most
instances, the use of R&A funds to upgrade unmarketable buildings

will be a long-range solution.
We will insure SF 118's (Report of Excess Real Property) are

prepared and submitted to FPRS for properties that have been
identiflied for excessing.

We will also take steps to include the unmarketable total in the
R-240 preport, but as a separate category, not as part of the
active space inventory because, by definition, the space has

no assignment potential and should not be considered part of

our assignable space. Every effort will be made to complete
the revision of the R-240 by the start of FY 1982

The actions cited above if properly implemented should

eliminate the problems discussed in our report. For this reason,

we are not repeating our recommendations but we will review this

area in our followup audit.

Adjustments To Reduce Reported Vacant Space in the Natlonal Capital
Region Were Not Fully $upporhed“ .

Many of the actlons taken in the National Capltal Region {NCR)

to reduce reported vacant space by about 2.5 million square feet

were based on unsuppeorted estimates rather than facts.

16
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In March 1980, the Office of Space Management, PBS, Central
Office initiated a nationwide program requiring each vregilonal
Space Management Division (SMD) to rééoncile the vacant‘ééace report :
to ne{lect the actual vacant space in their reglons. The SMD |
in the NCR took actions which resulted In a suhstantial reduction

this reduction appear to be questionable. The SMD reduced reported {

vacant space in 49 bulldings by a total of 894,000 square feet | .

by arbitrarily Increasing the space assignments or aéencies :
already occupying space in the facilities. These adJust;ents v Qw
were based on the assumptlon that the reported vacant space was ;

actually assigned to agencles bup not yet entered op incorrectly

entered into the PBS/IS,

.

Another 372,000 square feet in 18 buildings was eliminated by
reducing the total oceuplable square footage reported in the PBS/IS |
These adjustments were based on the theory that the total accuplable

Square feet in a facility was inflated when it was originally entered
in the PBS/I1S. N

PBS Specialists indicated that these'adjustments were based on
the . personal knowledge of the starf and were not supported by survey
[’ . ¢ ' |

eports It wan assumed that any agency who dlsagreed with the new’
asslgnments would complain to EBS. )

Several of the agenciles that were affected by these changes as
reflected in their Standard Level Usep Charge (SLUC) bills, did not
a 3 :
gree with the action talken by G3A. As"in the case.of the Department

I
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of Transportation (DOT) who occupled approximately 40,980 square
reet at the ACF Warehouse Riverdale, Maryland. During the "clean;up"
a PBS Specialist arbitrarily decided that the 128,525 square feet as
reflected in the vacant space report was actually additional space

being occupled by DOT. As a result, the PBS Specialist assigned the

128,525 .8quare feet of space to DOT é%d charged the agency SLUC of
$371,437 for the period Octobenvl, 1979 to September 30, 1980, The
DOT protested this action. Because of the pvotes;, the PBS Specialist
traveled to the ACF Warehouse and researched the amount of space
occupled by each agency. Based on the research, the PBS Spgcialist
determined that the vacant space (128,525'sq. rt.) as reflected

by the PBS/IS resulted from the followlng:

Square Feet

+

Total occupliable squave feet inflated

when entered to the PBS/IS : ©111,970
Space assigned to DOT and not entered ‘

in the PBS/IS _16,555
Total Vacant per PBS/IS 128,525

The PBS Specialist reduced both tie space assignment record
for DOT, and the total occuplable square feet of the ACF Warehouse

by 111,970,
The Assignment and Utilization of Space Handbook FPBS P 7000.2A
provides that the determination of SLUC to agencles iz based in part

upon measurement of the space assigned to them. It 1s therefore,

extremely important that space assigned be computed accurately and

uniformly. O

18 .
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It 1s equally important that the total occuplable square feet
of a building be computed accuvately and uniformly before entering
the assignment in the“PBS/Iq since any inflated portion of total

occuplable square feet of a building will be reported as vacant space
in the PBS/1S.

All space actions must be entered into the‘éBS/IS accurately
and on a timely basis to properly reflect the vacant space sit-
uation. At no time should a erash program be needed.to update the
PBS/IS. " ‘

“All adJustments to the PBS/IS regarding the amount of space as~
slgned to an agency and the total occuplable square feet of bulldings
g »
must be documented and kept on file. Such action has already been

recommended to GSA in a separate report on this matter.

InbevagencyVReview of Space Requests

To determine the validity of agencies' requests for space,
we selected four of the largest requestors of expansilon and beplace-
ment space as of May 31, 1980. The' agencles were selected from a ’
study performed by PBS and the Office of Management and Budget (OMB) N
whereby, all agencles were asked to identiry and prioritize
their space needs. As a result of this study, a backlog of
approximately 10.3 million Bquare feet of expansion space was
identified. Although the agencies where not asked fop the type
of expansion space needed, 1t was assumed that all requests

would be for office spage.
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The backlog of 10.3 million square feet of unsatisfied space
requests resulted from a limited-budget in prior years to acquire
expansion space and the virtual absence of a contruction program.
In addition, PBS estimated that an additional 3 million square feet

would be requested during fiscal year 80 and 81.

As a result of‘sffovts by PBS to eliminate.the backlog of expansion
space requests, ths Fiscdl Year 81 budget requested a total of $680.7
million an increase of $106 million over the fiscal year 1980 budget.
The requested $106 million increase in budget authorization was tp
cover not only the cost for acquiring expansion space, but also the

inerease in costs assoclated with space already in the inventory.

Square Feet

T To Be Acqulred Costs -
\\ R . (millions) (millions)
~) .
Increase 1n costs to acqulre agency "
expansion space in fiscal year 1981 .- 6.9 5 39.8
Increase in costs associated with ageniy @ /
expansion space acquired in fiscal year 1980 6.4 33.6
Increase in costs assoclated with space :
currently in the inventory . : = §2.6
Total : : 13.3 $:Ln6 0

] -'_"‘

- ,
Accordiné\to infopmation provided bijthe auditors from the
participating agencies in this review all 137 requests for a ﬁbtal
of 3 million squars‘feet of space appear to be vallid (Appendix VI),
HowéQer, during our review we noted the followlng matters which

have a significant impact on the ability of PBS to satisfy requests.

20
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Terms of Occupancy for

Space Reguested Too_ Short

B

Generally,

because of uncevtainty

agency requests for space.

The lack of a long. term management plan coupled.with

requests for short term occupancy pvevents GSA from

obtaining the moit economical leases.

This is demonstrated by the ract that in 75 of the 137
cases reviewed agenciles requested space for a term of
occupancy of five years or less.
87 percent of all GSA leases awarded from 1977 through April}

1980 provided for a term of otcupancy of five years op less.

agencies request space for a short term

in agency programs and the possibility
of budget restraints occuring bstore the term of a lease.

» approximately 60 pehcent of all GSA lease acquisitions
are succeeding léases, and current GSA policy'resuivas a market
survey and a new or updated appraisal be performed prilor to
renewing or obtaining a Sueceeding lease.
the Realty Specilalists!? time is spent renewing or obtaining
Succeeding leases for short term occupancies and 1little time

1s provided for acquiring new leased space %o satisfy outstanding
In addition, the ability of PBS to
obtain gsucceeding and renewal leases 1s adversely affected by the
lence level of 18 months fop Realty Specialists,
annual turnover rate of 30 nercent,:

to acquire space for an extended period under a firm lease,

21
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As a result, most of
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it

opportunity ‘for ébquiving more desirable, and/or less costly

space would 1ncrere.

|

Requests for SpacL in Specific Locations Reduces GSA's Ability to

be Responsive “
0f the 137 agency requests for space reveiwed, 89

were for space in F specific bullding or in a particular
location within a ~1ty. Generally, agenciles requested the
space 1n a specifiw location to provide for thelr efficient”

performance 1n sevVing the public and providing desirable

working conditions \or their employees.

However, constr@ints such as these lessen GSA's ability

to economically sati%fy'requests far space. There are only

three methods availab@e for GSA to satisfy a request rop‘space

A

in a specific location when there is no avallable Government-

owned or leased vacant| space:
i
(1) Recapture underuﬂﬁlized space from agencies in the
vicinity of the requested location.

(2) Realign or re]ocaqe other agencles in the vicinity
or elsewhere in GSA—controlled space

{3} Acquilre additional\leased space under a severly
restricted solicita?ion which stymies competition.

i

The possibility exisék of fragmenting agency opertlions as
a result of reallgning and‘%elocating agenciles. Thérefore,
agencies are reluctant to cdordinate with GSA to realign and

relocate thelr operations to\provide space Tor other agencies.

&
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This is demonstrated by the 106,052 square feet of space
acquired in the Bicentennial Building, Washington, D.C. which
remained vacant for approximately two years because of the

following:

- agency appedls against the GSA occupancy bian
- 1ack of agericy cooperation .
"R ~ agency delays in planning the layout of
office spaces
The review of the Blcentennial Building was included in a

separate report to the Subcommittee'bn February 19, 1980.

The Federal Property Management Regulatibns which out-
line agencies' nesponsibilities in Chapter 101, Subpapt D,

Part 101-17.202 states- : . o

"It is the vesponsibility of the agencies to assist
and cooperate with GSA in the assignment and utilil-
zatlon of space...It is the further responsibillity
of the agenciles continuously to study and survey
space occupled under assignment by GSA and other
space which is controlled by the agencles, to in-
sure efficlent and economical space utilization. It
is also the responsibility of those agenciles which
control space to report to GSA any space which is
excess to thelr needs and which might be assigned
to other agencies."

Conclusion »
GSA's ability to satisfy outstdnding agencles' space requests
is hindered by requests which offer short term commitments and
‘are geographically restrictive.  PBS officials are aware of these
difficulties and predlct that their ability to satisfy space requests
will become even more difficult in the‘ruture.' The following is

23
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an excerpt r'rom their reply to our Central Office and National

Capital Region draft report,

"During the past five years, GSA's backlog of space requests
has grown enormously, and our abillity to cop= with this back-
log has diminished. Desplte efforts to stem the growth of the
Government during this perlod, GSA's inventory of assigned space
has grown from 211.5 million square feet in 1976 to 215.8 million

square feet at present.

Staffing levels to meet this expanéing workload have ﬁemained
virtually constant while at the same time our operation has be-
come increaslngly complex due to additional constraints imposed

by statute, executive order, etc. -

As a consequence, activities not directly related to
satisfying space needs, such ds inspection and utilization
surveys, and review of unmarketable space, have had to take
a backseat to the region's basic misslon. Staffing pro-
Jectlions developed by our regional offices for the PBS
Management Planning System ‘indicate that almost one man-year
per reglon would be required to maintain an effective inspection
and survey program. The allocation of personnel resources for
space management programs through FY 1983 has been determined
by the PBS Planning Branch and no additional resources will
be available to accomplish these tasks." ‘
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APPENDIXES

ANAYLSIS OF VACANT SPACE BY REGION

- AS_OF MAY 1, 1980

APPENDIX I

Government-owned Leased

No. of Buildings Total No. of Buildings Total
10,000 Sq. Ft. Sg. Ft. 5,000 Sq. Ft, Sq. Ft.

or More Vacant Vacant or More Vacant Vacant
10 345,039 4 32,476
21 1,585,420 3 26,359
14 714,809 i . b1,420
20 578,156 14 264,964
23 836,632 4 66,317
15 701,054 1 5,817
18 1,092,899 4 56,850
12 545,685 2 30,036
gs 1,480,647 7 82,210
9 305, 464 2 18,955
21 1,064,176 32 847,391
189 9,249,981 77 //'1,u72,795

/
L {2;(:
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i APPENDIX IT ]
! ‘ APPENDIX IIX g
ANAYLSIS OF SPACE REQUESTS . {
: ' CONTINUING REVIEW OF BUILDINGS WITH H
§ No. of Requests ) e REPOQRTED VACANT SPACE i
‘ ‘ 5,000 Sq. Ft. Total Sq. Ft. " iy
. Agency . or more Requested ‘ B i
‘ i ] ! Following 1s a 1ist of buildings with vacant space previously i
. s
Department of Health : ldentified by PBS. These buildings were specifically excluded from ;‘;
and Human Services 57 o 1,449,066 7 y i
.. : . S this review. Several have been included in prior or ongoing audit |
Department of Agriculture 37 762,902 » !
» ~ " reviews. The remainder will be considered -in planning future audits. E
Treasury Department 26 454,199 ; i
i
Department of Justice 17 416,814 ‘ \ Location of |
: p’ 7 v Region : Vacant Space Square Feet !
; Total 137 3,082,981 :
¢ ' 2 1 Lefrak City Plaza . 56,574 f
' Federal Bullding & courth}buse |
“ b Hato Ray, Puerto Rice ' » 21,477 %
: “ |
; i 3 3907 N. Broad ) i
: ‘ Philadelphia, PA 4,085 4 ;
; Martinsburg, W.VA 61,748
Huntington, W.VA 45,500
5 léth Avenue and U.S. Highway 2
; l Ashland, WI 3,040
%
L ; Shreveport, LA 17,900
¢ o !
i ~ R ‘ » 8 600 Central Plaza 4
i v ; Great Falls, MT 4,174 -
; ) 1025 15th Street ,
: & . Denver, CO 21,100
y NCR Dodge Center
:' 1010 Wisconsin Avenue ;
i Washington, D.C. 18,030
- 25 E Street, N.W. 30,000
! ' Hamilton Building
3 1375 K. Street N.W. 14,153
A ' 621 N. Payne St. : o
i Alexandria, VA 28,380
: 326,101
! : . ———
J 26 ==
{
: 27
+ f
B " i
! . ’
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i
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i
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APPENDIX IV

L APPENDIX V
«.. LATE ENTRIES IN PBS/IS
«%* RESULTING IN LOST SLUC

NUMBER OF BUILDINGS AND TYPE OF VACANT SPACE HAVING o
- NO PLANS FOR UTILIZATION OR DISPOSAL i
) - AS OF OCTOBER, 1980 "~ it

Square Footage Occupancy Unbilled SLUC

Building ’ Region (thousands) Month (thousands) ¢ . ro. or ti:
Varehouse 1022 3 95.5 ; 10/79 $139.1 Reglons Bulldings Office Storage Special . Total }
Operations 3 10,7 ‘ 10/79 85.2 . 1 y i, 06 '(5,680 13, 969 93,710 %,Z
300 Wacker 5 8.7 8/79 90.2 \ " ” 5 28, 675 282,914 20,561 332, 147
Administration 8 26.0 ~ 10/79 , 91.0 3 3 26,118 3,050 12,702 41,870 ?‘
Federal Center #25 8 25.0 6/80° 45,0 y 8 69,537 142,349 12,026 223,912 ;1[
Chester Arthur NCR 35,6 8/78 861.0 5 1 42 3,726 6,569 10,537 |
Federal Triangle NCR 16.9 9/76 - 470.0 6 2 360,892 22,412 12,487 395,790
Weather Bureau NCR 24,1 ~ 10/79 .99.0 7 5 30,694 74,129 1,222 106,045
; Two Syline Place NCR 11.9 11/79 44,0 8 y 0 238,325 ~Om 238,325 «
E Transpoint NGR —8-2 10779 -y £10 9 10 285,435 429,680 7,610 722,725
; Total , | 260.6 $1.952 10 2 2,170 150,634 4,485 157,289
: NCR -0- ~0= - ~0- 0=
é Total 48 807,821 1,422,898 91,631 2,322,350 g
H
. !
‘i I
|
! {
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NUMBER OF BULDINGS AND TYPE OF SPACE CLA%SIFIED

4

~ AS "UNMARRETABLE"

AS OF SEPTEMBER &, 1980

No. of

Regions Bulldings Office

APPENDIX VI

Sthage Special Total
1 3 0= 806,271 ~0= 806,271
2 79 11,538 3,746,118 14,421 3,772,077
3 63 3,270 253,320 4,265 260,855

y ~0= =0~ -0~ -0~ =0~
.5 33 51,807 3,545,689 6,952 3,604,448
6 4 -0~ 9,010 3,844 -+ 12,854
7 6 ~0~ 961,358 -0~ 961,358

8 0 ~0n -0 -0 ~0w
9 18 55,317 336,821 28,794 420,932
10 1 =0 11,895 =0~ 11,895
NCR o 13,340 16,190 33,380 62,910
Total Eii ) ;353373 9,6863672 91,656 9,913,600

“‘éb.
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B APPENDIX VIT /

EXCERPTS FROM THE MARCH 13, 1981 RESPONSE
BY THE COMMISSIONER, PBS; TO OUR DRAFT REPORT
~.ON SIGNIFICANT TIMPROVEMENTS NEED
- TO0 BE MADE IN ADMINISTERING
GSA CONTROLLED SPACE, CENTRAL
OFFICE AND NATIONAL CAPITAL REGION

Recommendations fopr the Commissioner, PBS;:
’ 1. Establish a review process to evaluate each bullding on a
case~by-case basis to determine whether 1t should be scheduled for
disposal.

2. Take actlon to transfer all buidlngs recommended for dis-
posal to the Federal Property Resources Service (FPRS).

3. Those buildings not transferred to FPRS should be immedlately
reclassified and returned to the actlve space inventory under the-
category "to be phased out" on “unmarketable.

3 f

Response: ;

During the past several years, PBS has made a cofcerted effort to
reduce its vacant space elther by assignment to mederal agencies on
by declaring it excess and disposing of it throu,h established dis-
posal procedures. Our primary concern has been %nd will continue
to be vacant space which has assignment potential. ,
The unmarketable category of vacant space was established for the
purposé of lsolating from the "dctive" inventory those facillties,
primarily obsoléte warehouse bulldings that could not; for one or
more reasons, be used, but whidh could not be disposed of or de-
molished. Lack of such a category had produced a distorted ploture
of our vacant space posture, and madé 1t difficult for both the
reglons and Central Offlce to establish precisely what amount of
truly Yvacant avallable' space GSA had, thereby, making it difficult
to match agency requirements with avallable Government-owned vacant
Bpace L] ' &

Pursuatit to a serles of instructional memoranda issued In the spring

and summer of 1979, the Central Office, As of December 1979, ldentifiled
approximately 9.6 million square feet of space that met the definition
for nonuseable vacant space, Included ifi this total wepre approximately
5.7 million square feet of space which were discovered to have beeén
eproneously "dropped" from all GSA responsibility coding over the
previous several years because some reglons had misunderstood the -
procedure for releasing propérties that were to be dlsposed of from

the active inventory. (A responslbility code is a numerlcal designation
for PBS elements which have aperational responsibility for each GSA-
c¢ontrolled property, e.g., Responsibllity Code 1 indicates Space Manage-

O
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ment Responsibllity, Code 2, Bulldings Management Operations, ete.,
Code 7, which denotes unmarketable bulldings precludes further as-
signments being entered into the PBS/Information System (PBS/IS).)
Thus, the establishment of the unmarketable category led to the return
to PBS responsibility (Code 7) of several facilities that had, in ef-
Tfect, been in "limbo," with respect to the space management inventory.

In essence, the actlvation of Code 7 led to only about 3.4 millicn
square feet of space belng removed from the active vacant space
inventory.

The unmarketable facilites were not inaluded in our inventopry totals
shown on the R~240 precisely because they are not considered part of
GSA's active gpace management inventory. They do not house people or
goods, except in a few locations where assignments already exlsted,

and they do not represent space that we would contemplate assigning to
any Federal activity except, perhaps, 1n an extreme emepgency. These -
properties are significant only in that they have remained under GSA's
custody gnd control year after year, :

A primary reason that establishment of an unmarketable category has
been necessary is that, under FPRS procedures, that service will accept
SF 118's, Report of Excess Real Property, only if the facility has
potential for disposal. However, most of the facllities in question
are located within a warehouse complex, which generally priecludes

access to the bulldings by non-Government actlvities, or they are of
such condition that thelr occupancy is deemed unsafe., Thus, FPRS will
not accept such propertles, and PBS must retaln responsibility for them.

We agree with your copmcern that, 1f not watched, the category could
become a "dumping ground," however, in instituting thils category,
sontrols were established for surveying, estimating costs, funding,
and scheduling of corrective action to effect the bulldings!' as-
signment or disposal. The lnitial group of facilitles ldentifed for
the category were carefully screened by the regional offices, and
additions and/or deletions required the approval of Central Office.

During the past year, no additional properties have been added to the
listing of unmarketable, although almost every reglon has ldentified
addltional candldates for inclusion, The reason for the moratorium on
additions to the list was twofold: First, while the inltial group of
properties was clearly unmarketable - they had been in the GSA vacant
space inventory for years -~ it was determined that further serutiny of
the facilities would be necessary after a perlod of time in order to
assure ourselves that circumstances had not changed which might affect
the property's status. Second, it was our intentlon to develop more
preclse procedures for determining unmarketabllity before allowing
additional properties into the category.
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With respect to the 11 buildings identified in the study as having
the occuplable square feet reduced to 0, these facilities should not
have been classified as unmarketable. The three listed in Edison,
New Jersey, for example, conslsted of a resldence, garage andcmeter
house of which the first two have been demolished and the latter
contains no occuplable square footage by definition.

More attentlon would have been devoted to the unmarketable space and
improvements made in the system had we not been forced to ‘deal with
more criblcal matters relating to GSA's basic program of providing
space to agencles. During the past filve years, GSA's backlog of space
requests has grown enormously, and our ability to cope with this
backlog has diminished, Desplte efforts to stem the growth of the
Government during this perilod, GSA's inventory of assigned space

has grown from 211.5 million square feet in 1976 to 215.,8 million
square feet at present. While this represents only a 2 percent
increase in thz total inventory, our assigned offlce space--space
where most employees are housed-~has risen by 10 percent from R
123.7 million to 135.7 million square feet at present., That 1s,

we have provided 12 million square feet of office space to house

an additlonal 90,000 employees., Thils vrepresents more than a 10
percent increase in employees housed in GSA-conirolled spage while
the total civilian work force has remalned relatively stable. The
growth experienced during this period can be attributed primarily

to new socloeconomic and energy related programs which have heen
congressiondlly mandated or directed by the Administration. Stafling
levels to meet this expanding workload have remained virtually
constant while at the same time our operation has bhecome Ilncreasingly
complex due to additional constraints impased by statute, executive
order, etc. -Also, Administrator Freeman's delegatlon of full
operational authority to our regional offices in July 1979 allowed
the regions, and not Central Office, to establish workload prioritles,

As a consequence, actlvities not directly related to satlsfylng space
needs, such as inspectlion and utilization surveys, and review of un-
marketable space, have had to take a backseat to the reglion's basic -
mission, Staffing projections developed by our reglonal offides for
the PBS Management Planning System indicate that almost one mari-year
per region would be required to maintain an effective inspectlon and
survey program. The allcocation of personnel resources for space
management programs through FY 1983 has been determined by the PBS
Planning Branch and no additional resources will Le avallable to
accomplish these tasks. : ‘

Although we have limited resources to devote to unmarketable spécé, we
do intend to make every effort to improve the system within the frame-
work of the Inspector Genepral's suggestions.

Specific actions we will take, or have taken, are as follows:
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- We have initliated discussions with the Office of Builldings
Management, Repair and Alferations (R&A) Divislon regarding re-
view of unmarketable building and determination of availability

of R&A funds for needed R&A work or demolition. However:, because
of limited staffing and funding resources, in most instances, the
use of R&A funds to upgrade unmarketable buildings will be a long-
range solution.

- We will insure SF 118's are prepared and submitted to FPRS for

properties that have been identified for exciéssing.

- We will also take steps to include the unmarketable tiotal in the
R-240 report, but . as a separate category, not as part of the active
space inventory because, by definition, the space has no assignment
potential and should not be considered part of our assignable space.
Every effort will be made to complete the revision of the R-240 by
the start of FY 1982. .

-

Q

Finally, there was no intention to avoid reporting vagant space to’
Congress but only to clearly define what is vacant avallable and

ot

what 1is not. The unmarketable facilities have always/been reported by
Bulldifjgs Management as facilities for whlgch GSA has pperation, repair
and pyotection responsibilities; only the Space Management responsibility

code,ias been changed from Code 1 (active) to Code 7ﬁ(unmarketable).

In %ummary, while existing procedu’és are not totally adequate to
manage the vacant space program to the degree that would be desirable
1f we had additional staff, 1t should be noted that (GSA has effect
ively reduced vacant space over the long run. Furthgr, we do not
bellieve that i1t has shown that the establishment of the unmarketable
category has in any way been harmful to GSA, the Fedepral Builldings
Fund, or the taxpayer. ; :

“Recommendations Tfor the Commissiorner, PBS:.

We recommend that program changes be made to the PBS/IS that will
result in the following:

1. an aging of space appearing in the "under alterations" and
"committed" categories.

2. to allow for space to be directly assigned to agencles without
the space first appearing in the vacant space "available" category.
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Response:

We realize that additional checks are pequired
] . in our ¢
reports so that Central Office and the rggions can moreozggzzgisggy'
Tonitor the vacant space in our inventory. The problems caused by
ack of systems checks will be alleviated, as discussed below.  VWhile
these problems result in agencies being misbilled, they do not result

in an . H
lost.y outlays to lessors; therefore, no*tgxpayebs',rgnds are being

,

A new report has been designed to "red lagh

) g" certain vacant space as
recqmmended in this draft report. Specifically, 1t»1dentifieg vacant
space, age of space since entering the sytem, age since last change
greater than 2 percent, and shows activity wlthin the space since it °

entered the vacant category. This report wil :
the procedures as recommended. port 1, ve believe, establish

The problem with the processing of the data element "Ass /

Committed Code" (A1527) is within the programming of theigggﬁggf

?his ppoblem causes an Incomvenience rop anyone wishing to use this

fe?tuPe fop committing space to an agency until the space is ready

tg 6ccupancy. Though & block of Space can be committed {o an agency
e inconvenience is created 1in converting the "commitment" to an ’

assignment. The "commitment!" must Tirst be reduced to zepo square

feet and then a ney assignment must be created. To 1nsuré the success

of this opertion, these two actions must be done on two sikparate up~

dates of PBS/IS on’ separate days, Prequently the second kction is

forgotten, causing the erroneous data. <

Thls problem will be corrected in r ' [ a

space to go directly from "cOmmittgg"igg %ggiigggd?gablin§ & block of
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Mr. BurTtoN. Do you support the response which came back from
region 2 as comme};ﬂ:s onpltjzhe auditors’ abuse? Do you think that
was really a beneficial response, or was it kl,n’c} of like saying,
“Why don’t you take a flying jump at the shuttle?”’ ‘

Mr. MarscHALL. T looked at the preliminary audit report which
the press received before anyone in GSA did. _

Mr. Burton. I will tell you, you can’t necessarily blame the
auditors for that when they have received information before I

e received it—especially that guy. .
haK/Ir. MAIZSCHALL. 'II‘)h.en aty the request of the Administrator, at the
direction of the Administrator, I caused this study to be made by
Mr. Steele. . . -

I read the auditor’s effort, as I say, and I think his reply was
worthy of the auditing. I saw many things in the audit that were
surmise and speculation, in my opinion. I think he answered them
as best he could, given the circumstances. o

Mr. BurroN, How about the tone of the response?

Mr. MARSCHALL. Sir? ; ;

Mr. BurToN. The tone of the response.

Mr. MArscHALL. The tone of the response? ' '

Mr. BurroN. In other words, he responded to things point by
point, disproving them, denying them, showing the wrongness of an
assumption. , ‘ .

Mr. MagrscHALL. I think that was why the thing was so volumi-
nous, I think Mr. Steele in his thoroughness included a great deal
of backup material in those reports. :

Mr. WALKER. Including the poem?

Mr. MARSCHALL. Sir?

Mr. WaALKER. Including the poem? o

Mr. MArscHALL. I guess that was poetic license, Mr. Walker.

Mr. WALKER. Superfluous poetic license, to say the least. ,

Mr. Burton. I have a theory that I said before when I don’t
know how thick the audience is, but it is like when Langhorne
Bond used to come in here with graphs and charts and slides, we
knew we were in for a snow job. Because a lot of questions required
yes or no or an explanation, and the bigger the response, he would
figure, “Let’s give him everything. Nobody is even going to look
through it.” That is the gut reaction I have had dealing with
bureaucracies. You ask them a simple question, and they say, we
will have that information for you. We know they figure I am not
going to stay awake all night and read it. He is mistaken. He stays
awake all night and reads it. N ,

When_they start overwhelming you with volumes, to me that
means they don’t have very much on the merits. But I can’t fully
comment on that yet. . .

I have a-last guestion which I will hold until Mr. Walker is
finished, because it sets the stage for the postlunch hearing.

Mr. WALkeR. Thank you, Mr. Chairman. I am oncerned about
the response to the region 2 report. You well may be right that
there are areas of what the auditors did that you can question out
of your professional expertise, and maybe it took that much
volume; I don’t know. What does concern me, though, is that when
I put that together with what the auditors testified earlier today,

o
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and that is the fact that rather than talking about doing something
about what the audit found, you attacked the auditor.

* You know, it is the question I raised that if you don’t like the

message, you attack the messenger. What is being done? How did
you respond to what was in the audit findings? There are some real
questions raised by the audit findings. Why just prepare a two-
yolu;ne report? What is being done in response to the audit find-
ings? R :

Mr. MarscHALL, Further work on this particular audit has been
temporarily halted because of a continuing investigation by the
Office of Investigations of the Inspector General's Office. We had
set up a task force to address these issues, to see if there was
culpahbility, and to see what recommendations we would make. We
were waved off by the Inspector General because of the continuing
investigation of another sort. ; :

Mr. WALKER. Are you saying that there is information within
that audit that is now the subject of a criminal investigation?

Mr. MarscHALL. That is what I am told; yes, sir. '

%r:? “WALKER. And yet your two-volume report attacked the
audit?” © ‘ ‘ S ‘ ‘

Mr. MarscHALL. It didn’t attack the whole audit; only some of
the audit, Mr. Walker. ‘ _

Mr. WALKER. Well, as I say, that is the aspect of it that disturbs
me in all of this. We have the auditors and we are paying the
auditors to do a job to tell you what is going wrong with some of
the programs you have. You don’t have time, I understand that,
You don’t have time. Your staff doesn’t have time to find all the
problems in what is going on. You have other responsibilities, You
have auditors there, and when they come in with a report, instead
of trying to 2ome up with corrections, it seems to me you spend an
immense amount of time coming up with a huge volume of materi-
al trying to discredit the audit. . | B

‘Mr. MARscHALL, Mr. Walker, the circumstances of that audit, as
I explained earlier, were in a more or less adversarial manner
because of the way the information got out here. ,

Mr. Burton, Excuse me. May I just interject: One, auditors
should be, if not adversarial, just coming with no purpose except to
look at the facts. To assume there was, an auditor who leaked
something, it shows that you view the auditors as your enemies
when you should view them as your right arm. '

Mr. MARSCHALL. As a matter of fact, I was going to continue and
say that in the bulk of the audits, we have found great support for
their conclusions, and we have found in many cases, as Mr. Davia

poiiited out, savings to the Government. I applaud this. I have been =
talking about this one audit that caused a brouhsha at the time it o,

came up because of a lot of emotion on both sides, in both the
auditors and the program people in region 2, and we thought that

this particular deep study of what they had done was appropriate

at the time. , ;

Mr, WALkER. I think you understand that we don't particularly
like the idea that the press has something that we don’t have. You
know, it hurts a little bit to get it to the press before we know all
the facts. Many of us in politics know the feeling well. That doesn’t
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necessarily mean that what gets to the press should not have
gotten to the press. ‘

In this particular instance, I think there is plenty of evidence,
including some of the evidence that has come from the subcommit-
tee this morning, which indjcates the auditors have every reason to
go to the press, if in fact they did—and I don’'t know that they
did—but if they did, they might have every reason to go to the
press because we have had a history of these audits getting buried
in GSA. The one way you make sure that somebody pays a little
attention is to have it all over the front page of the newspaper.
There is going to be plenty of attention paid to it in a lot of
different quarters, if that is the way in which you release a report.

So I think there may be some negligence. We also had some
testimony here this morning with regard to the Nassif Building
over in Southwest, the DOT, and on the leases there. Could you tell
us a little bit about those contracts and the kinds of costs that you
heard talked about today? , |

Mr. MarscHALL. I couldn’t tell you about the Nassif Building
because it hasn’t gotten to the central office yet, I was told after I
heard the testimony earlier about the Nassif Building that there
was a report given to the Regional Administrator. I have to beg off
as far as knowledge of that particular case.

I can tell you that as a result of some of the work that the
auditors have done, there have been significant savings in these
adjustments to leases because of taxes and operating costs, and we
welcome their participation. We think that it is an excellent idea. I
doubt seriously that we could afford to have them when the price is
under $100,000, and I think this is the cut point that they would
like to use because of the volume of work being considered. But
they have made significanit savings for us, and we welcome it.

Mr. WALKER. The holder of the lease on that, I think, as testified
to earlier today, is a Boston company; is that correct?

Mr. MarscHALL. That is what I am told. ,

Mr. WALKER. Wag that contract originally negotiated during the
time that Mr. Griffin was still running things down at GSA?

Mr. MarscHALL. I don’t know, sir, but I will try to find out and
get an answer for the record. ' «

Mr. WaLker. What I am particularly interested in is whether-or
not there was any pressure on that particular-contract. If“you
could give us something for the record on that, I would certainly
appreciate it. “

[The information follows:] -

The original lease was awarded on April 11, 1968, to Nassif Associates, 407 6th
Street, SW., Washington, D.C. The Administrator of GSA at that time was Mr.
Lawson B. Knott, Jr. : .,

~At that time, Mr, Robert Griffin was Assistant Administrator of GSA.

Mr. WALKER. ] have one final area, Mr. Chairman, and that is
the situation in Puerto Rico. '

A brand new courthouse down there has been empty for 5 years.

- Why has the courthouse never been occupied?
Mr. MarscHALL, It is partially occupied by some temporary ten-
ants now, but ijundamentally it is because the judges won't move.
“Mr. WALKER; So we built the new courthouse, and now the
judges won’t move into the new courthouse. We have a building
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there that they won’t use so the Govern i
L ne LS ernment is out th
&[1}111}*717 ﬁ(l)lu:iletoworll;i wévlfuld we spend $662,000 to renovat: gﬁgn&)&
make them more comfort i
new one that they won’t move intcl)lf} ortable after we built themv the
11:4/[1‘. lglfARSCHAéL. Il C{inﬁl that difficult to answer.
+I. DURTON. Could the other guy identify hi
the other guy whispering in youf e‘zr? 1 himself for the record,
Mr. MARSCHALL. I didn’t hear any whisper. |
1\1\?. 1]\34URT0N. Are you with him? '
. MARSCHALL. He is my deputy, Mr. Galuardi.
1\1\/’5 1]\34[;RTON. I think he was trying to tell you something.
. . - ’ . ) 3 0
it . | RSCHALL. I am sorry; I didn’t hear it. May I ask him what
Mr. BurtoN, We can have him sworn,
Mr, GaLuarpr I was going to tell him something.
llt/I’Ir. I?/IURTON. Do )Irofp_ need some help? |
. WARSCHALL: I find it difficult to answer the questio;
%‘utl}flilllll(la{dwcf Itazagb?blt}ﬂ had gome 1E)romises at the timeq wlfiéﬁnvx}z?g(s)%
. - LlnX the judges have played a delaying same
Mr. WALKER. Doesn’t GSA have plans to drop a%otghe%‘ co?zp}il:rgf
mll%/}[mi\/})mks in th?\rl'e to keep the judges happy? |
r. MARSCHALL. Not unless they move. We do have the pl: ‘
33’10eu13§;’)€n51(_)nt of the courthouse down there, but wee c?;??zfnl:(l);
0 in i i i ‘ ‘
agﬁzed > gm Jn .o any expansion at all until such time as they have
r. WALKER. Can we get some sort of pled he
b : ge from you h
th'?lt unless the judges agree to move into the new guarteelge 2(1)‘1%&11%7
will be no more money spent on their old quarters? ’
Mr. MarscHALL. Do you mean turn off the electricity?
Mr. Warker. No. I am talking about improvements.
ﬁr. 1]\3/IARSCHALL. Improvements, yes, sir.
ity r. BURTON. Do you think he really meant turn off the electric-
Mr. MarsoHALL, I didn’t know what he ; t. I t tryi
be a-smart aleck. I was wondering i o wants a8 fo g o
buﬁ/lldin]% o ok thevas won ring if he Wanfs us to close the
V. BURTON. I don’t know. I just really assumed that
in the room, even if it was a 3-year-old child, knew thateﬁgrg?sg’z
mcla&n turn off the lights; he meant capital improvements. |
. r. WﬁLKER. I mean anything that makes them more comfort-
able in the old quarters supports their decision not to move. Can
we get some sort of pledge that they are not going to get any more
money to make them more comfortable in that building?
1\M/Ir. l\éIARSCHAIﬁ;. You have my pledge, yes.
r. Burton. If you send th ' ion 9, T wi
make o DRTON. ad?’n s send em the paper from region 9, I will

Mr. WALKER. Are you going to try to take steps to force them to

mcﬁe itho the new building?

ir. MARSCHALL, We have been trying to get them t i
Elﬁe new building for some time, Mr. Walkertgl think thoagn ;1%?021111;};
A ey are holding out for this expansion and whatnot, and they will
have to testify before the Public Works and Transportation. Com-
mittees if they want this expansion. = <= R
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. WALKER. But isn't it true that if somebody doesn’t soon move
in‘%\c/)I rth\.e)i/‘t building, we are going to have a real problem in that the
brand new building is falling apart at this point; the walls are
rotting, the air conditioner was never turned on; it has termites in
it; and there is mold all over the place? And this is because the
move was not made into that building. So it is not only costing us
the money that we spent on the old quarters, but now we have the
destruction of something that we just built brand new. o

Mr. MARSCHALL. I am not personally familiar with the building,
Mr. Walker. I have not been to Puerto Rico in some time, but I am
told that there are real problems in that building, and I must agree
with you that we need occupants. o

Mr. WaLKER. Thank you, Mr. Chairman. .

Mr. Burton. I have two comments: One, it was called to my
attention that the OMB cannot overrule the Administrator of GSA
on the utilization of space in empty Federal buildings. Regulations
say it is set forth in the policy by the President of these United
St%/ﬁ? MagscHALL. Yes, sir, but in a recent case it was done, maybe
by persuasion or some other thing. . . ,

Mr. BurtoN. They don’t have the authority to do it.

Mr. MARSCHALL. But an agency did appeal to OMB.,

Mr. BurToN. OMB does not have the legal authority to overrule
GSA. That is the regulation; right?

Mr. MARSCHALL. Yes, sir. " .

Mr. Burton. OK. You knowhpoht].cs are different.

Mr. MagrscHALL, That is right. .

]I\V/{; 1]\3JURTON. We are ‘goinggto break for lunch, but I would like to
ask Mr. Marschall to stay a while and join another panel in a few
minutes, after Mr. Berube has presented his testimony on PBS. We
will be starting out concerning problems in Detroit, which you may
or may not know of, so you might at least get familiarized with
them. You are exlguseil ?fgr the moment.

ill be back at 1:30.

FgV‘?hgreupon, at 12:50 p.m. the subcommittee recessed, to recon-

vene at 1:30 p.m., the same day.] -

>

- AFTERNOON' SESSION

Mr. BurroN. The subcommittee will reconvene. There will be a
chalfge of witnesses, Our first witnesses will be Assistant Adminis-
trators Mr. Paz and]Mr. Fontaine.

Witnesses sworn, ‘ L

gVIrl. %UR'I‘ON. Could you briefly explain your duties, starting with
Mr. Paz, at GSA? Briefly explain what you do there, what your
duties and responsibilities are. :

‘ ENT OF WILLIAM M, PAZ, ASSISTANT ADMINISTRATOR

STI?(;PIEMEUMAN 'RESOURCES AND ORGANIZATION, GENERAL
SERVICES ADMINISTRATION, ACCOMPANIED BY RAYMOND A.
FONTAINE, ASSISTANT ADMINISTRATOR FOR PLANS, PRO-
'GRAMS, AND FINANCIAL MANAGEMENT

Mr. Paz. I assumed the Office of the Assistant Adminstrator for
Human Resources and Organization in July 1979, at the same time
that Doc Freeman came aboard. My job is to provide policy, pro-
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gram development, and oversight throughout the agency relative to
personnel, training, civil rights, audit report control, organization
and management, general administration, occupational safety and
health, and security.

Mr. BurtoN. You are like the personnel person?

Mr. Paz. A bit more than a personnel person. Although person-
nel is one of my functions, yes, correct. -

~ Mr. BurTtoN. And things relating to personnel?

Mr. Paz. And things relating to personnel.

Mr. Burton. What other functions besides personnel or things
relating to them do you have? '

Mr. Paz. Organization and management.

Mr. BurToN. Of personnel, or something else? I mean, I am just
trying to find out. In other words, the civil rights bill, I guess, deals
with discrimination in employment, which relates to personnel,
Occupational safety relates to personnel. In other words, are there
other functions you have that do not relate to personnel? Even
your organization relates to personnel.

Mr. Paz. Well, the organization and management function re-
lates to the studies and administrative controls of the organization
of the agency. The delegations of authority, for example.

Mr. BurToN. Time and motion, cost-effectiveness?

Mr. Paz. Yes. Also, the administration of the administrative
services program, both at headquarters and in the field. By that, I
am talking about such things as mail and files and duplicating
service; the general administration that goes on within the agency.

Mr. BurroN. So personnel and nuts-and-bolts operation. I am not
trying to denigrate it. I am just trying to get it into some category.
So, personnel things that affect the work force, whether it is work
safety or civil rights; also the daily nuts-and-bolts operation?

Mr, PAz. The human aspect of the agency and the organizational
environment where people are found. This is my business, if I may
put it that way, Mr, Chairman.

Mr. Burton, Well, I thought you said something earlier about
equipment and things. I follow you. You are on the table of organi-
zation and equipment; you are here, the admiral is here, and then
there is a line and you are right under him?

Mr. Paz. Yes, I am one of those 20 or so many people who report
directly to the administrator.

Mr. BurToN. But you are an equal above other equals, are you
not? I mean, you are one of the top people in the agency?

Mr. Paz, Yes, I am one of the top people in the agency.

Mr. BurtoN. Not one of the top 20; one of the top 1 or 2?

Mr. Paz, Well, there are 11 regional adl'ministrators, Mzr. Chair-
man, that report to the Administrator. There are four Assistant
Administrators, of which I am one, who réport to the Administra-
tor, and there are the Commissioners who a‘\lso report.

Mr, BurtoN. I get you. You are 1 of the 4

Mr. Fontaine, wouKl you explain your duties and responsibilities?

Mr. FoNTAINE. Basically, Mr. Chairman, I am the top fiscal
officer in the agency. My position is similar| to that of a controller.
I have responsibility for budget, accounting; data processing, plan-
ning and analysis, and financial managemen‘j{:.

Mr. Burton. You were also one of the top \‘our?

I
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Mr. FoNTAINE, Yes, sir. .
~Mr. BurtoN. According to: the auditors’ reports, in different in-
stances relating first to you, Mr. Paz, you were responsible for
overspending a million dollars on employees in the face of people
giving you advice to the contrary that that money was not there. Is
that not correct? ST :

Mr. Paz. I am not sure that the figure is correct, Mr, Chairman. v
If I may respond, I have a statement for the record if I may submit
it for the record. The reason I have done that for the record, Mr.
Chairman, is because there have been a great many allegations
relative to that particular incident, o

Mr. BurtoN. First of all, without objection, the statement will be
in the record and the explanation will be made.

[Mr. Paz’ prepared statement follows:]

R
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STATEMENT FOR THE RECORD
SUBMITTED BY
W. M, PAZ, ASSISTANT ADMINISTRATOR FOR
HUMAN RESQURCES AND ORGANTZATION
GENERAL SERVICES ADMINISTRATION
TO

HEARING OF HOUSE SUBCOMMITTEF ON
GOVERNMENT ACTIVITIES AND TRANSPORTATION

OoN
APRIL 13, 1981

There have been a series of television accounts alleging irregularities
and improprieties in the operation of the General Services Administra-
tion's Office of Human Resources and Organization, The TV acc0unt;

were based upon GSA draft audit reports and intervieys,

First, let me say that asﬁprogram manager I hold myself totally and

exclusivelx/r%fponsible and accountable for the status of my

financial Aiiﬁtment during FY 1980, While there were several
factors which<$ntered into my decision making process (and I will
speak to tham l;ter), only I made those key manaperial decisions

that impacted on my allotment,

Second, ip should be clear to all that my allowance (operating money)
is one of‘several subsidiary allowances of the GSA Administratish
and Staff Support Services (ASSS) appropriation. The ASSS
appropriation, if deficient, would have resulted in a violation of
the Anti-Deficiency Act., At the close of FY 1980 this appropriation
had a surplus of $2M.

2
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My allowance agency-wide for FY 1980 had 12 components, Eleven

These new initiatives were key to the Administrator's effort to
of these 12 components are suballowances which I provided to the

aid in turning the agency around and had their focus on a better i
11 Regional Administrators to manage counterpart functions in the

trained GSA workforce; a better GSA system of organization; a better
field, The twelfth component is that suballowance used to fund

system of management accountability through delegations of
authority;

\\ 2 (3 )
my central office dual functﬁons, i.e., agency-wide palicy/

and a better GSA program for dealing with discipline,

ProRRA T SuEsienE EEQ‘OPQraCiOhai Suppor%}to neney fesdmarers grievances and EEO compliapts - conditions which the Administrator
i for FY 1980 and ended with
This twelfth component totaled $15.0M .

a deficit balance of $18.6K for FY 1980 or 6/100th of 1% of my

. discussed with several oversight Congressional committee hearings

during his tenure, and emphasized in both his 1981 and 1982 Posture
Statements,

total budget, My agency-wide allowance (covering all 12 components)

It should be noted that in his 100 roadmap items for

the entire agency, which he submitted to the Congress as his pl
for getting

cotaled $32,.4M. My direct account ended with a surplus of

an
approximately $200K. the agency well,.30 of such items were the responsibility :
of my organization, 17 of which were requirved to be completed before

the close of Fiscal Year 1980,

The TY accounts focused exclusively on the twelfth component

Seventeen were completed before the
close of FY 1980, .

t

4 (suballé%ance) of my total agency-wide budget.

1 referred earlier to some factors which entered into my decision

Exclusive of functions which were transferred to my organization ‘ |
making process, resulting in the deficit balance in my central

Control, etc.) the rapid staff build-up to deal with these new
the Administrator levied upon my organization; the need for.rapid

Freeman initiatives oceurred primarily in°the Office of Employee
% staff build-up during the latter part of FY 1979 and the first

Development and Training and in the Office of Civil Rights.
quarter of FY 1980 to meet these new initiatives; the assurances

Q

from the Administrator that additional funding would be provided

The Freeman initiatives, plus the Civil Service Refore Act which
i by reprogramming among tha several GSA,appropriati?ns upon receipt

had legitimate claims to priority attention, demanded ekperienced
longrey so; and finally, the .
of authority from the Conpress to do so; a 3

e T ou e

professionals to bring talents to bear upon apgency-wide problems
, ‘ "softness™ of financial informatiow available to me for decision and programs with a minimum of training and orientation.
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The assurances’by the Administrator that additional funds would
be made available dissolved when it became apparent to him in
the January 1980 timeframe that reprogramming of fupds would not
be approved by the Congress. lQ

‘N
The "softness'" of financial information was such thaﬁ?I obtained
concurrence from the Administrator to have the Inspector General
audit the twelfth (central office) component of my allowance,
This audit was initiated in May of 1980 and the follow-on actions
by the audito;s this fiscal year have resulted in the recent

draft audit reports.

As I stated earlier, I take full feéponsibility for the status
of my allotment., I could have choseh not to respond to the new
initiatives levied by the Administrator until after my allotment
was supplemented as he assured me it would be, I chose instead to
aggressively pursue his initiatives, which are still mneeded now
as they were meeded then, in order to agsist his efforts in
turning this agency around. It should be noted, however, that
this aggressive pursuit on my part was not done imprudently.
When I was advised during the first quarter of FY 1980 that
without‘supplemencing my allowance I would be in a deficit -+
posture, I unilateg%lly imposed a hiring freeze on central

office on becember‘IB, 1979, Exceptions to that freeze would

.
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be made only by me and would be approved only if they were in
direct support of the Administrator‘s new initiatives, From
December 1979 to July 1980 I lost a total of 23 people and hired
10 people for a met ‘loss of 13 within my suballowand;. F£0m
July 1980 to the end of FY 1980 I imposed a nationwide hiring
freeze in my agency-wide allowance. TFor that period in
central office I lost a total of 16, people and hired four (4)
people for a net loss of 12 people{f These figures do not ineclude

people paid from my reimbursable and revolving fund account.

. Toward the end of the third quarter of FY 1980 the Administrator

came under the"misimpression that T had withdrawn $1M from the
iggigns to cover the build-up in the central office. This he
éddr?ssed in a March‘Za, 1980, mémorandum to me and requested
that I conduct an investigation and report on action taken,

I discussed these issues with Freeman and advisea him of the
error‘in his memorandum and I indicated that I would take
certain actions concurrently. (Relative to his $1M error,
several regions subsequently gbluntarily gave up surplus funds
for reprogramm?ng in the amount of $382K after the normal mid-year
review which occurred in mid-April.) These actions among other
things were discussed in a memorandum from me responding to his
March 24 memorandum. They included: the previously mentioned

request to have the IG audit my account, my placing limitations

)
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on travel and transportation, my setting up reimbursable details
with other agencies to reduce salary costs in areas not directly
related to the new initiatives, and extending my December 1979
freeze nationwide. During this whole period T was, obviously,
working closely with the agency Comptrollex, the Administrator,
and Deputy Administrator in taking. these corrective management
actions as stated in Mr. Fontaine's October 29, 1980, letter,

On that account, no further actions were required of me on this

matter,

There were two separate actions raised by the auditors as being
of questionable propriety. The issue:in both cases has to do with
alleged augmentation of direct funding by me through (a) use of
parking receipts to offset pay rgise adjustments, and (b) use of
Working Capital Fund money to pay salaries of employees allegedly -
assigned to organizations funded by direct appropriation. The
allegations are not correct.

g
During FY 1980, some $435K was collected in parking receipts from
GSA emplpyggsggationwide and was deposited in‘a special account
by Regional Finance Officers. Based on OMB gﬁidance. the Administrator
supplemented my allotment with $375K to offset the payraise. The
auditors questioned this ‘usage. On March 16, 1981, the OMB
confirmed in~wriﬁing their previous oral statement to the auditors
that this supplement is correct and in accord with the OMB Directives

on Parking and sound management -practices.

93 .

The auditors also questioned coverage under the Working Capital
Fund of employees engaged in common services such as Word
Processlng, Library Serv1ces Graphics, and so on. GSA Legal
Counsel has affirmed that such coverage is appropriate, and

the FY 1981 ConOress1ona1 Budget Justlflcatnon references

these common-use services specifically under the Working Capital
Fund.

To summarize: (1) My agency-wide allowance had a surplus of
approximately QZOOK at the end of FY 1980 which was more than

ample to cover the $18,6K defiecit in my central office suballowan?e.
(2) There was no ﬁnﬁi-Deficiency Act violation: the AYSS
appropriation, of which my. allowance Qas one of sevéfal parts,

had a surplus of $2M (3) The augmentatlon of my allowance

by the Admlnlsurator with part of the parklng recelpts was. in
accordance with OMB guidance, (4) The management of the Working
Capltal Fund was ruled as legal by the Office of General Counsel
and the fupctions in question were included in several congreSSLQnal

budget justifications, (5) 1 accomplished the Admlnlstrator s

initiatives on schedule,

Thank you for this opportunity to address the suchmmitﬁge‘
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Mr. Paz. Mr. Chairman, first let me say very clearly at the
outset that I hold myself exclusively and personally accountable for
whatever acts that may have occurred within the budget area that
I am responsible for. While there are several factors that entered
into the various decisionmaking processes that I went through, I
was the only manager that was responsible for those key manageri-
al decisions. Now, having said that, let me go on to say——

Mr. BurtoN. Let me say that I do not know whatever else you
may say, but that is the first time somebody has not passed the
buck around. .

Mr. Paz, Thank you, Mr. Chairman. Having said that, let mg say
further that the appropriation under which my allowance comes is
called the administrative staff services appropriation, and there
are several allowances under that appropriation of which I own
one. Let me say that if that appropriation had become deficient at
the end of the fiscal year, then there would have been a violation
of the Anti-Deficiency Act.

There was no such deficiency, Mr. Chairman. That appropriation
ended with a $2 million surplus. Now, let me speak to this allow-
ance that is mine that I mentioned earlier.

There are 12 components to that allowance; 11 of those compo-
nents I parcel out to the field, to the 11 Regional Administrators,
for them to manage, to perform counterpart functions in the field.
The 12th component is that component which I personally manage
on a day to day basis within the central office to do the policy
things and to do the operational things. It is this 12th component I
am talking about, which totaled. $15 million.

Mr. BurToN. $15 million?

Mr. Paz. $15 million for fiscal year 1980. That ended in a deficit -

balance of $18,600 for fiscal year 1980, or if you want to look at it
another way, 0.06 of 1 percent of my total allowance.

My agencywide allowance, of which this 12th component is a
part, has a total of $32.4 million. At the end of the fiscal year that
total allowance had a surplus of approximately $200,000. OK, so if
you look at one component, yes, I did go into a deficit. If we look at
all 12 components, there was a surplus of $200,000.

Mr. BurtonN. So all of the $1 million was spent in the 12th
category?

Mr. Paz. Mr. Chairman, the sum of $1 million has come up
several times, not only with you, sir.

Mr. BurToN, I am just using the memo from Admiral Freeman.

Mr. Paz. I am glad you identify the source, because that memo-
randum was issued to me on March 24. I would like to bring you
up to that point if I may, Mr. Chairman.

I referred earlier to some factors which affected my decision
which resulted in the deficit of that 12th component. OK.

Mr. BurToN. If I can just review for a minute, I think there were
some departmental hiring limitations as to personnel that were
supposed to be imposed.

Mr. Paz. I am getting to that.

Mr. BurTon. All right.

Mr. Paz. I am going to describe how that occurred. There were
four principal factors which led to and are part of that decision-

‘-

95

making process. One is the new initiatives Doc Freeman said he
wanted to levy upon my organization. )
Mr. BurtoN. What? = - L
Mr, Paz, The new initiatives. You will recall that in some of hi
oversight hearings and as part of his plan for the agency to get
well, he developed 100 roadmap items. He submitted these road- .

map items to the Congress. Of those 100 items, 30 were mine, 30

were within my organization. So, these are the new initiatives.
Then, there was a need for rapid staff buildup to respond to these
initiatives. What must be kept in mind, Mr. Chairman, is that this
organization that I head up was part of an existing organization
called OAD. There was no new money and no new people to set up
these organizations to deal with these new initiatives. o
Mr. BurToN. Did you raise that problem with the Administrator?
Mr. ngz. Oh, yes. |
r. BURTON. Why would he send you somethi i
should not have dong it? you something say;ng you

Mr. Paz. If T may, sir, I am following——

Mr. Burron. OK.

Mr. Paz. I will get to that very specifically.

Mr. BurTon. I have a tendency to do that. When questioris pop

up in my mind, if I do not ask them I forget them.
_Mr. Paz. Now, you ask, did I not raise this issue with the Admin-
istrator. Yes, I did. That is my third factor which entered into
these decisionmaking processes, and this is the assurance that the
Administrator gave me—and not only me personally, but others, in
the presence of others, that he would attempt to get reprograming
authority from the Congress in order to fund these new initiatives
which he felt were important, were needed then and are still
needed now. ’ e

Finally, the last item, Mr. Chairman, was the unease I felt about
my new staff capability to analyze spending data. OK. All this
happened in the first quarter of 1980. Now, when I looked at the
data, my staff told me, ‘“Look, you are getting real close to the
brink,” and this was in the first quarter. I had some decisions to
make, Mr. Chairman. Do I respond to the Administrator’s initia-
tives, and they dealt with such things as a better trained GSA
work force—we talked .about that this morning, the need for better
trained contracting officers. We talked about a better system of
organization. One of the initiatives I have, a better system of
accountability, delegation of authority, a better system of dealing
with discipline. Those are the kinds of initiatives I had. ’

It becamq very clear to me in December that I was in the danger
area, I unilaterally initiated a freeze within headquarters; no
hiring excepting when I say so, and only in those areas that are in
Support of the Administrator’s initiatives. It became. very clear in

anuary—-— , '

Mr. BurTon. That is the only people you were hirin
the Administrator’s initiatives?y peopie y P g, to support

Mr. PAz. That is right. '

Mr. BurrtoN. Your exception, I mean, was a toothpick for a
lunh}bexgard.w . g , :

r. PAz. Well, no, there could have been hiring in some other
areas, and I put those off. I put those off, too. I fom;gsed on training.

SEY

LTI S




96

' o e . A ‘ . d. I ‘,V

d on the items that the Civil Service Reform Act require
%Of;olf;s; on civil rights. It became obvious by January that Dog |
Freeman just could not get reprograming authority, and just about |

that time I was also concerned. He came in and said, “Bill, I hear

you spent over a million dollars tl’lat you stripped from the region,
d here is the letter that says so.” !

an’%h}ll;zi ’lcie March 24, that specific letter you are referring to. Mr.

Chairman, he was misinfgrmed.

Mr. BurTen. I have to jump in. I am sorry.

Mr. Paz, OK, _ _ . N

Mr. BurtoN. My stream of consciousness is more impor an
me trhan your reaging something. He gets in August a memo, gave
i h 24? o . _

: lt\’.ir}n’o]:!’lAgal{I%, no. Time went by, OK, and during that first quar-
terl‘\./I—;‘T_BURTON. You got a warning March 24, right?
. Paz. Right. - . . _

%i" B‘;ZRTOEI.. Other people told you there is a question, right?

. . Yes, My staff members. o .

11:/14;' P]lis‘t‘?RfroN. V&?ait a minute, let me finish because yours is
written and mine is floating around here. This is in March. Noxiv,
you are supposed to reply to himhin 30 dagfs. What was your reply

' inistrator concerning his memo? L .
toleﬁe. f;ﬁ;n 1115111? right. I first met with him, and I told him that his
$1 million figure was erroneous. Until today I still do not knovsé
where he got $1 million. He has not indicated to me where he go
that impression from. Obviously not from my knowledge nor from
any other source within the hea‘;iquarters, I have asked.

. BurToN. What did he say” . _

%i Paz: Then he said, well, OK, “Then I made a mlst?}gel.
However, I still want an investigation and I still want a report.” .
did report to hirIn. " ,

', BURTON. In writing? o o

%’Idf' PXZ. Oh, yes, sir. I reported to him in writing, and the rep;)rg
was made after my investigation. The first thing I said I vl;ran 1\/?
immediately was an audit of my account by the auditors, y ¥ é‘
Davia’s people, because of my not bgl{l-‘lhg tc;:(%x.nfort&ble with the solid-

ity information given to me at that time. : _
1tyl\§>§'v$h;;3f§flr:‘?, 1it rr%ust be made clear that we were a relat1ve1§
new téam, not quite sure of how the budget process operate
within GSA, and at the same time going hellbent for leather, if you
will, to help the Administrator institute i_:hese.new initiatives. -

Mr. BurTon. Did you not raise that point with him Whgn he gave

~ you heck for hiring people to implement those initiatives?
© 5 Mr, Paz. Yes, sir. - o ' .

%i %%z;w,oeN‘ Did you say, “Admiral, I am doing this to imple-
ment your initiatives?”

Mr. Paz. Yes,V{’ldlctl;d_d he say to you?

. . What did he say to ?

%i IEXET %IZ' says, ‘“‘Continue implementing those initiatives.” Iﬁe
has this in writing; he has this in speeches he has made on the

ill, in staff meetings. L |
Hllidl’r%%%;rom Whagt did he say about not hiring any more people?

P

o 35 e

97

Mr. Paz. His caution to me was, ‘“Take management action so
that your account, the 12th component of our account, will be as
solvent as possible,” and I did take management action.

Mr. BurToN. You took $400,000 from the parking fees?

Mr. Paz. Yes, It was $375,000 from the parking fees that was
used by the Agency in accordance with OMB guidance to partially
offset my pay raise supplement. : o ~

Mr. Burton. Did you think that is what he meant by manage-
ment action?

Mr. Paz. No, sir, what he meant by managerent action was
guidance to me to take certain kinds of actio . ‘

Mz, BurToN. Do you not think that was one of the actions he had
in mind, take the parking fees? :

Mr. Paz. That was not my decision, Mr., Chairman, to make, nor
did I recommend that action. |

Mr. BurtoNn. Who did?

Mr. Paz. However, let me say, if I may, that the action taken,
and I have included this in my response to the Inspector General,
is inhaccord with OMB guidance. My colleague may want to expand
on that.

Mr. Burron. Well, OMB guidance prior to the fact or after the
fact or what? These funds were supposed to go into the general
treasury, not be used as a.coverup for overspending.

Mr. FoNTaINE. Mr, Chairman, the OMB bulletin dealing with
parking stated that these receipts would be used to offset pay raise
supplementals.

Mr. BurToN. Pay raise supplementals.

Mr, FonTAINE, Last Qctober’s pay raise.

Mr. BurToN. Pay raise,

Mr. FonraiNE, You would reduce your supplemental request to
the Appropriations Committee by the amount of the parking re-
ceipts, It is stated right in the OMB bulletin. ‘

Mr. BurtoN. So that was used to reduce the supplemental to
cover up the §l million.

Mr. FonraINE. His pay raise request was reduced by $875,000,
which is what we estimated to be the parking receints at the start
of the fiscal year. .

Mr. Burron, Sp the parking fees were not relative at all to the
new employees?

Mzr. FonraiNg. No. They were not. This was to offset pay raises
only, and had nothing at all to do with new hires or anything else,
He had a pay raise that was mandated.

Mr. BurroN, I am familiar with that.

Mr. FonrtaiNe. I reduced his supplemental request by the
amount of receipts we were going to generate from employees
paying for parking.

Mr. BurtoN. Where did you find the million?

Mr. PAz. Mr, Chairman, what million?

Mr. BurtoN, Where did you find the money for these employees
that you hired, that he wrote you a memorandum about and said
they were not in accord with practices, that in spite of constraints
on personnel hiring, and constraints I think is almost like re-
straint—forget the figure. Where did you find the money to hire
the people to implement initiatives?

T g e e 2
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Mr. Paz. Mr. Chairman, as I indicated earlier, within my total
nationwide allowance I had a surplus.

Mr. BurtoN. Forget that. How many people did you hire to
implement these initiatives that were not authorized, I guess, by
the Appropriations Subcommittee? I am not interested in how
much Joe Williams saved or how much somebody else saved or
what you can account for. I am interested in knowing how $1
million—and that is the only figure I got, and I got it from Doc
Freeman in writing. You say he may be wrong, that is hearsay,
although this is not a court of law. I want to know how many
people did you put onboard to implement his initiatives, and how
many of these people were put onboard that were not actually
authorized by the appropriations process. o

Mr, Paz, Mr. Chairman, I have that figure here with me, and
somehow I will get it for you iz a minute, as soon as I get my
records organized here. o

Mr. BurroN. While you are looking for that, I will ask Mr.
Fontaine a question. The OMB circular, as I understand, covers
only about 9 percent of the employees ’salary, the raise part.

Mr. FonrtAINE. Correct. I forget what the exact percentage of
that pay raise was, but it was somewhere in the neighborhocd of 9
percent.

Mr. Burron, So I thought as it came through it was everybody's
pay raise. So the $375,000 figure that was taken out of the parking
fund covered pay raises for 9 percent of GSA employees in his
department or all departments?

Mr. FonTAINE. It was applied exclusively against the appropri-
ation that Mr. Paz’ people were paid out of, since he was the
program manager for the parking implementation in GSA. The pay
raise was a million dollars for his office. I reduced it by approxi-
mately $400,000 and only asked Congress for $600,000.

Mr. BurtoN. Was it a line item? Was it report language or just
asked for $400,000 less?

Mr. FoNTAINE. The submission to OMB showed a line item reduc-
tion, .

Mr. BurroN. What did the Appropriations Committee say?

Mr. FonTAINE. They appropriated the amount we requested.

Mr. BurtoN. I mean, they have a line item, they have budget
language or they just gave you the amount requested?

Mr. FontaiNE. They gave us the amount requested by appropri-
ation.

Mr. BurtoN, With no direction?

Mr. FoNTAINE. No, sir.

Mr. Paz. Mr, Chairman, I have those figures if you are interested
in them, You will recall I said earlier that I imposed two freezes,
one in December and one in July. By the end of the fiscal year, by
the end of the fiscal year I 'had a total loss by attrition—— - ¢

Mr. Burron. Excuse me, you forgot the question while you were
looking up the answer. How many people did you hire to institute
the Administrator’s initiatives? That is what I asked you. I did not
ask youw for that. SER

Mr. Paz. I have got a net gain of 14 persons. ,

Mr. Burton, No, How many people did you hire for the exclusive
purpose of initiating or implementing his initiatives?

TS —
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Mr. Paz, Mr. Chairman, I will submit that information to you for
the record at a subsequent time. I do not have that information.
[The information follows: Additional information contained in

appendix 1.]
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LISTING OF CENTRAL OFFICE FULL TIME PERMANENT EMPLOYEES
HIRED FROM DIRECT FUNDS DURING THE PERIOD 18 DECEMBER 1979
: THROUGH “THE END OF FY-1980

a }\
S

FrRaNcIS Bray

LEONARD BLANDA

RoBERT HIRAMA
ANNETTE PACE

ANNE ALEXANDER
Linpa CimIng
RICHARD FRASER
BERNARD ROBINSON

RoBERT OPPENHEIMER

A

GRADE ORGANIZATION SUPPORTING FOR ROADMAP ITEM NUMBER:
14 | EMPLOYMENT PoL1cy + H-8 -~ AGENCY-WIDE MANAGEMENT DEVELOPMENT SYSTEM
_______ i H-16~ EmMpLoYEE MOBILITY ProsRAM
12 |:LABOR AND EMPLOYEE RELATIONS H-5 - PROCESS FOR REVIEWING NON-PROSECUTABLE CASES
f H-6 - EMPLOYEE GRIEVANCE PROCEDURE )
15 ]! SecurrTy ~ H-7 - INTERNAL INVESTIGATIONS EXCLUDED BY THE
INSPECTOR GENERAL
12 | Auprts REPORT CENTRAL OFFICE H-2 ~ Aup1T FoLLOW-UP SYSTEM AND ORGANIZATION -
12 | TrAINING OFFICE H-9 - PRoJECT MANAGEMENT TRAINING S
13 | Trainine Ofrice H-13~ SToRE MANAGEMENT TRAINING
13 TRAINING OFFICE " H=15- SUPERVISORY DEVELOPMENT SYSTEM ’
13 | TraInIne OFFICE H-18- BurLpING MANAGEMENT TRAINING
12 | TRaINING OFFICE H-19- AcauIsITION AND WARRANTING TRAINING
H-20~ WaGEROARD TRAINING PROGRAM
13 CAREER MANAGEMENT H-8 ~ MANAGEMENT DEVELOPMENT SYSTEM PLANS:
. H-13 Career MANAGEMENT SYSTEM T, DEFINE NEEDED »
4 H-15  compeTancy LEVELS AND ASSURE ADEQUATE SUPPLY
. | H-18 OF PROFESSIONALS' IN CRITICAL SKILL AREAS TO
1 H-19 supporT (aLL TRAINING RoADMAP 1TEMS,)
i H-2
w \{} N
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\
y . '
. ) X e e,
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NAME GRADE ORGANIZATION SUPPORTING FOR_ROADMAP LTEM JUMBER:
JoHN SuLLIvAN 13 PERSONNEL OPERATIONS BoTH HIRED IN DIRECT SUPPORT OF CIVIL SERVICE
REFORM ACT IMPLEMENTATION AND RoaDMaps H-27

WrLLiam WeNETA 1] PERSONNEL OPERATIONS i\
‘ \ o (PERFORMANCE APPRAISAL) AND H-28 (MERIT PAY),

PROGRAM AND BUDGET SPECIALI‘Q,TS HIRED TO TRACK

Francts Fucct R SV Executive OrFICE
THoMas EDEN , | 12 | Execurive Ofrice OVERALL HRO BUDGET, AND ASSURE THAT RESOURCE
| REQUIREMENTS TO ACCOMPLISH ROADMAP ITEMS AND
/ PROGRAM INITIATIVES ARE°ADEQUATE BUT NOT
OVERSTATED, ANH TO MONITOR PROGRAM ACCOMPLISHMENT.

-
@
Py

L

REGIONAL POSITIONS AFFECTED BY (H) HIRING FREEZE
) | BETWEEN JULY AND SEPTEMBER 1980

_REGIO} OFFICE HUFBER OF POSITIONS, GRADE MND TITLE

1 - BOSTON _ _— SN0 IMPACT

2~ NEWYORK  OCCUPATIONAL (1) GSeI2/13  SAFETY MANAGER
SAFETY AND (1) 6S-12  SAFETY SPECIALIST
HEALTH () 6S~12  INDUSTRIAL HYGIENIST

3 - PHILADELPHIA  — NO IMPACT .
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Mr. Burton. You do not know how many people you hired for
this program that got you into all this garbage?
Mr. Paz. I have some figures which I am willing to share with
ou. |
Y Mr. BurToN. You are willing to give me apples when I am asking
you for oranges. I mean, you are laying all of this on Doc Freeman.
Mr. Paz. No, sir, '
Mr. Burron. His initiatives and his promise that he would at-
tempt to get reprograming authority, and in the face of I would

say, cautionary instructions from your staff, and I believe other -

people, you just went blithely on your way until you found out,

even when you got this from Freeman, that you were not going to-
get the reprogram authority. Therefore, you put on a hiring freeze

except for the initiatives, and that hiring freeze was only in your

domain, the 12th of the 11, or were you freezing them out in the

other 11 regions?

Mr. Paz, That did not occur until July.

Mr. BurtoN. So you did not raid the regions to cover up for
paying these people that were not directly authorized by the com-
mittees?

Mr. Paz. They were frozen, yes, in July.

Mr. BurToN. You raided them iof authorized slots so you could
fill slots for these initiatives? : '

Mr. Paz. I guess as the chairman you can say that, but——

Mr. BurTon. I was trying to think of a different way to say it,
but that is basically it. Somebody goes, an inspecter or auditor or
secretary out in the region. They cannot fill that because you hav
got a freeze on everything but your pet project here.

We are going to get into how much these educational programs
worked and how much the contracting offices learned and all these
other things, the benefits, because I think they are worthwhile
programs.

Mr. Paz. I share that view,

Mr. BurTton. I am sure that if Congress were made aware of
them, they would authorize them and appropriate the money spe-
cifically for them. So, it is probably tough for the admiral to get
reprograming authorization for something that was not-authorized.

Mr. PAz. Mr. Chairman, the auditors themselves stated in their

~ letter report that these functions initially were underfunded to

begin with, and that is the difficulty that I face as program man-
ager, how to initiate, how to respond to these initiatives. Many of
them required top level personnel with minimum training to im-
mediately be thrown into the breach; it was a situation which I
thought I managed quite well. ' ;

Mr. BurtoN. What breach? Were we going to war? I mean, what
was the breach that they were thrown into?

Mr. Paz. The breach was to turn the agency around, as the
Administrator kept saying. ,

Mr. Burton. Well, I tell you, I do not know if it was 100 million
or I do not know if it was a pfennig, and a pfennig is a hundredth
of a mark, and a mark used to be worth 4 cents when I was in
Austria, but this sure did not turn the agency around in a good
direction, At least, that is what we heard this morning.
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All right, you do not know the
) _ ) now the number of emplo 1 hi
?}?d W?h would like that for the record, and how Il)na};f; Segl(;)ltyhéliggs’
roughout the regions and what they were, Hopefully, they w.
sorﬁg vgf fhte' peopledwho inspect paint, | e
. OW, lel us go down category by category on thes initi
tives that were so Important to Freeman tha{ he castiga?eegv y;iltflc?zz

trying to implement them, They said use good management, and

stripped the region of $1 million. I too ‘ i '
, ion 1 i
WEi\)& he]a3 did, but I did not strip the region, o‘?%‘f I‘(I:‘llifleigflf.; 0 the same
o }IlJRTON. We do not know that. We will know that when you
mangspeg;)vl emlirflgr tI;Itzople you hlgectlhand at what salary, and: how
\ny . region an eir slots X i
their salaries, and then we will be able to dvgt?éfmlilr?g f\;lvl}llea(% ?,33

raided th g i ;
tives? € regions of, if anything. Can we go down these initia-

Mr. Paz. Yes.
Mr. Burron. Thefirst initiative,

-Mr. Paz. Ge ' : . .
applied to au__r_lfral management review reporting, and this was

1\l\gr. EURT’(I)’N. To all what? ~
r. Az, To all executives within the headqua;
My, Bz 0. ; ne hea quarrters.
roni B TON. So you were responsible for a general management
Mr. Paz. For my part of that ‘ ) ‘ }
7 general mana i

llt/I/Ii ]I?)’tilzm')l‘b}r{ How m1f1ch W:S your part of it%ement review:

L. Az Lhere are four Assistant Admini 1
mlsMsm%ers——one-tenth, if my arithmetic is égﬁg&gors 2nd six Corn-
P, r’i‘h E:;;,R'g(())l\rl.1 3nsee-g?1111t?6 \{)Ve Sofnot know if any of them had to g0

! € belore us answerin st
having gotten a memo about fiscal mismanagemgn%ufs tilr(illi)sle?gggg

~ their nine-tenths. So we had nine-tenths of a study, and we would

like to know how man le i i ]

thil/}s- Wl_;l)lat i%initiativeyN%?OZ% e were hired and their salaries to do
M, F'Az. Regional review system. This was a syst we

. . * K e
tcul:sv};ail(;)ge;n cﬁ; hlantsggaefftgerlﬁ regions we1ie C\lrisited in ya cfgo:c}iliitatvgg
. € ‘was properly devoted by th i
e o0 8 ’ by the regions to
nsuris Efqi goz _headq}larters program people. It was a system for

Mr. BurTon. Did you h i
ll&r- %AZ. Yo, d you have to develop this system?
. BURTON. Never had the system before to visit ion?
beglr'p]i?g% e??ﬂ’tﬁspfsghf is’s,ugc,. Mr, Chairman, Tlrelsxl*eg?orfg g};gsé
‘ , Yy continulng inspections, if i
hig?gquart_ergs components, many of them ulll)coord?n’ateg Oglnév ﬂéﬁy
0 renfll3 rljnttmg gletxl;leglon one after another A | »
. BurToNn. So this i
one-tonth o So | aﬁ (1)% t1;:}(;&&,*;’.(;ord1nate that duplication. Were you
%\\d/.[r. 1]>3Az. All 012 that. ‘
r. BURTON. All of that. Is that initiative fully i
L . ; mpl ?
halé/[r. PA%I. ﬁt 1s in place. We had to put on, of t‘hey30 ill)liﬁgﬁi%gesdi
» we had to get 1’7 in place by the end of the fiseal year,

e
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Mzr. BurtoN. Or what? The world would come to an end?

Mr. Paz, That was the timetable. That was the Administrator’s
timetable, and I believe in meeting timetables. .

The third initiative was key personnel search and selection
system. This was to insure that the people who are being selected
have been properly screened and that we place as uppermost in
terms of criteria quality, professionalism and expertise. _

Mr, BurroN. Did you used to go out in the street and pick up
people at Third and Howard? You are talking about things as
though you never had a personnel policy practice before,

Mr. Paz. The norm does not work, Mr, Chairman.

Mr. BurtoN. I do not think what you did worked either.

Mr. Paz. Well, I think it did. We have, since the system——

Mr. Burron. If you did keep yourself out of an Anti-Deficiency
Act violation, you came very close to the edge; very close to the
edge, in my judgment. You got very bad advice in your ep@husmsm
to do the Admiral’s bidding. You have something in writing from
Freeman saying that this was wrong, but you go hucklety buck and
he will back you up; this is beyond me. '

Mr. Paz. Well, M\p Chairman, if you wish, I can refer to those
instances where he Was gone on public record in terms of support-
ing these programs. \ . ~ .

Mr. BurToN, Yes, but the only public record he has gone on is to
- tell you that he is going above the constraints on personnel hiring.
You know, we are all in favor of God, flag, motherhood, and apple
pie, but you are very c¢lose to the antideficiency law, . ‘

OK, so you got regional coordination. You had initiative to h1ye
competent personnel that you couldn’t hire except if they were in
your domain after the freeze. They couldn’t hire in the region
because they couldn’t hire anybody, competent or not.

Mr. Paz. No, sir, The key personnel search and selection system
was for all. '

Mr. BurToN. Yes, but you put a hiring freeze, in your own words,
on everything but this. _

Mr. PAz. Yes, but the key personnel search and selection system
applies to areas outside of my own area. .

Mr. BurToN. But you could have hired the most qualified, compe-
tent personnel in the world to examine paint in the Federal build-
ing where my office is located, but you couldn’t hire them because
you put g freeze on them.

Mr. Paz. That was not my freeze.

Mr. BurToN. You told me you put a freeze on.

Mr. Paz. My freeze was only within my allowance area. ‘

Mr. BurroN. You said you didn’t put a freeze on the outside
regions in my State. ,

Mr. Paz. Only in my allowance area. That covered personnel,
civil rights, and training and administrative services. My freeze did
not apply to Public Buildings Service or to the Federal Supply
Service. -

Mr. BurToN. What about personnel? What is left after person-
nel? Den’t personnel people work? | ‘

Mr. Paz. Only those people who are in my allowance, sir, Those
people who are paid out of public buildings funds, those people who
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?re paid out of Federal supply funds—those are not affected by my
reeze. ~
Mr. BurToN. Yes, We just want to know the numbers and the
salaries of those who were. All right.
- Mr. Paz. Then another item is the audit followup system and
organization. This should be of interest to you, Mr. Chairman,
because we talked about whether the IG or GAO audit reports are
paid attention to. Let me say that gince we established that organi-
zation within my office they certainly are. If you wish, I can
provide further information on the extent to which that has been
in operation,

Another roadmap item was the Senior Executive Service imple-
mentation for meeting the needs of the agency, coming up with a
better means of dealing with employee grievances, and the appeals
process; taking a look at blue-collar training throughout the region;
are we having the skilled kind of people on board; equal employ-
ment opportunity programs; management. You know, this may
seem like a welfare program, but it is not, ‘

Mr, BurTon, They all seem laudable. They seem so laudable that
you should have gone to Congress and gotten funded for them and
not done it through rating this and rating that. I would like to see
the disparity between the 9-percent raise and the 400 grand, what-
ever that was—the parking fund. He says 37b; you say 400. I don’t
know. Submit whatever you have got for the record, because I will
tell you, I dén’t really believe that that is what the admiral had in
mind when he said use management tools,

As T see it, the record is stuck with one statement and that was
in March, and it is pretty heavy. You know, you take the heat for
it, which is I think very laudable except that a little bit gets passed
on the admiral, that it might not be the right number of funds and
initiatives. What was that date—July 1?

Mr. Paz. July. '

Mr. BUurTON. And if that wasn’t done by July, it probably
wouldn’t have been done until August or September.

Mr. Fontaine, I would just like to comment to you, sir, that for
an agency that is supposed to set an example and kind of watchdog
how the others spend the taxpayers’ money, I, as someone who has
done something, would love to have you come in and give me a
lecture after this memo in this hearing and those reports, because
your credibility would be a little strained. o

In other words, good management is willing to go ahead and use
your imagination, and to hel%{ with the rules, the laws, the appro-
priation process, or anything; 'get it done. You know, I think that is
good in battle, but it isn't a frood example to be set by one of the
top-ranking people in an age cy that has got a responsibility to see
that other people have good anagement practices.

Mr. Paz, Mr. Chairman, if I may, I certainly agree with your
views, but I think what sholld be kept in mind is the issis in
perspective, Mr, Chairman: First, the allowance ended up with a
surplus of $200,000, more thén ample to cover a deficiency in one
of the suballotments within /’ t; second, there was no deficiency in
the appropriation—none at 1; and, third, I accomplished my boss’
objectives in time, and that 17 the perspective that I prefer to see it
in, ~
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While I understand ycur viewpoint, I think that my perspective
is important, equally important.

Mr. BurtoN. No. What is equally important is that we are siding
with laws and not men, and the ends do not always justify the
means, Even though he was an admiral, it was not in order from
your Commander in Chief with a deadline that we had to meet or
the maginot line would fall. For you to get hell for implementing
his poor initiatives is rather incredulous to me one way or the
other, and only time will tell that the initiatives that are now in
place, like hiring competent people and things like that, will be
carried on by the new administration.

I understand your point that if every agency did that—and God
knows that probably some of them do—it would cause some prob-
lems.

Now, Mr. Fontaine, this is just back again to the fact that the
GSA is, one, to set an example as sort of a watchdog, if you will,
telling other people, why don’t you buy this kind of item instead of
the most expensive item. Try to get some efficiency and economy
and management in Government. That is Herbert Hoover. It came
out of that commission, I believe. , ,

The audit report, on conference, travel, and expenditure abuses
by senior officials—I would like you to explain the convention that
was held in San Antonio where more than half of the people
traveled from Washington to San Antonio is supposed to have been
less than the people coming to Washington, given the $500 million
that was cut out of travel, given our committee’s increase in mile-
age and per diem, and given that you were going to have to live
within present limits even though you were allowed a fair return.
What was the rationale for that?

Mr. FonTAINE. Mr. Chairman, this was a joint conference of both
my accounting people and my budget people because we were going
to discuss common items.

Mr. BurToN. Well, half of them were here and more than half of
them went from here to there? What was the justification?

Mr. FoNTAINE. I chose to put it in a region rather than have it in
Washington because these increases that you had recommended
had not come into play yet. ,

Mr. BurtoN. But you were still under a travel limitation of a
half billion\ldollars out of the Treasury.

Mr. FontaINE. I eliminated some other travel to have this. I felt
it was important enough. If you go by cost alone, every conference
would be held in Washington. '

Mr. BurroN. They don’t have the Mardi Gras in Washington.
Besides that, what would be a detriment?

Mr. FonTAINE. I found that on $50 a day, which it was at that
time, Government employees didn't have to be treated like third-
rate citizens and sleep in flea bags in this town. I made a choice,
and I will defend it. I will take the heat for it. _

- Mr, Burron. Will you take the heat for getting a free room?

Mr. FonTAINE. In that case, I think I saved the Government
money. I didn’t file for reimbursement for it. A

Mr. BurToN. Do you think that is proper?
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Mr. FoNTAINE. I was told that anytime th
25 or more people, it is custom : *in o omniorences of
didn't claim wnl iy o eusts ary to throw in a room for free. I
Mr. BurTon. For Government people?
Mr. FONTAINE, Anybody.
%r. %URTON. In ’iie private sector? S e

r. HONTAINE. Anybody. I could have had it here and sav

money. I will agree to that. But there was morale and !é?)lrlr(lié i%ﬁ:g

i‘flilllﬁ‘,s g:o cc1>ns1derdbes,1tdclels econorll)lic things. As I said before, Govern-
empioyees don't have to t

geltwa d%cent rees don't e treated that way, and you can’t

pal{/lill;'g. URTON. You got a free big suite, and other people were

r, FONTAINE. I expected to idn’

. g\rdee %)om A ti?n < pay for a room. I didn’t expect to get

. BURTON. Did anybody tell you you couldn’t? Dj ' ‘
sa%/,I ' ’S%)u have got to take this suitz?” you comentt Did anybody
e ﬁ.Ote(l)'NTAINE. I didn’t know about it until I went to check out of

Mr. Burrton. Well, when you saw th i '
pe&die%l‘n oy, Well, wh it?y aw the room, did youv figure your

r. YONTAINE. It wasn’t any luxurious suite. We used it i
as a room for meetings because the telephone was in the;e.partlally
roé\g. :BURTON. It must have been fairly big if it was a meeting

Mr. FONTAINE. It was the size of a small livin ‘

Mr. Burton. In other words, a parlor suite. & room, 1 would say.

ﬁr. .%ONTAINE.HI believe that is what it is called.

. DURTON. Here is something that bothers me. What
think about the auditors’ statement that that is a violatifn (?1P GrySo}\1
regulations? You didn’t know that at the time, I guess, 8

%\\J/I: JEONTAINEV‘IT rﬁspime ignorance is no excuse., : ' f

. DURTON. Well, 1 am one of those who sometimes thinks i

%fﬁu go:n’t know sogn'et,hmg, find out. I spent more than 2 yégrss i:g

e Army, and I didn’t know I wasn't supposed to walk outside of
thlei/I fence.

r. FoNTAINE. Well, the way I look at it, there h
intended. I didn’t claim anythi i : d the Govorn.
melz\}llt m;oney., ything, and, in fafct, I saved the Govern-

r. BurToN. Like when you play basketball, ;
doubt if you would do it agayin. Py ethall, no runs, "o fouls. I

1lt/I/Ir. %ONTAINE. No.

r. BURTON. All right, the coffee and doughnut stuff, I ‘ -
ly happen to disagree with the fact that it isgim‘proper to lfae\f:o&?t
isr%%?'g;?f gtﬁlelxélftr?ill%; when },ﬁm gre in a conference. I find it very

pe it was voucher a different i Jow can’
explntn thata 16 ¥ ‘ Ie‘h as a d1ffer¢nt item. How can you
Mr. Fonraing. I will take the responsibility.
l\l\f/}r. %gRTON. I l«ingwdyou i;v_ill because you did it. .

r. XONTAINE, I had nothing to do with that. The region set:
the conference, picked the city, the hotel, and made t}{fe grf'?ngg
ments for the coffee, typewriters, and phones. -

4 My, Burron. I am talking about the vouchers. The refreshments
0 not bother me. I mean, you know, I guess if you are on per diem
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you ought to shell out the 15 or 20 cents. But I mean who submit-
ted the voucher?

Mr, FonTAINE. The region submitted it here for payment. I never
saw it. When the auditors brought it to our attention that there
was $800 or $900 for coffee and doughnuts and recommended we go
back and collect that money, we did just that. We charged each of
the conferees 4 prorated share.

Mr, BurToN. What did you do to the guy who submitted the
phony voucher? That is what I am hung up on, not the fact that it
was coffee and doughnriuts, but a phony voucher. That is fraud.
That goes along with waste and abuse. ,

Myr. FonNTAINE. As I understand it, the bill that came in here
from the hotel said $1,000 for office equipment, furnishings, and
that sort of thing. There wasn’t anything attached saying anything
about coffee. '

Mr. Burton. Right, so it was a fraudulent voucher. It was billed
as one item, and it was to cover another. That is what bothers me.
The coffee and doughnuts—and I am in the minority—does not
bother me. But what was done to the person who submitted it?

Mr. FonTaiNE. That employee has since retired. He isn’t an
employee any longer.

Mr. BurtoN. You can’t beat that. That is what somebody was
just saying. They all get out.

All right, your audit report, Mr. Fontaine—this again is kind of
minor, but you are the bookkeeper, right?

Mr. FonTAINE. Right. ; ,

* Mr. BurTtoN. The audit report shows that you paid salaries to 38
people with funds that Congress had appropriated for other pur-
poses. I mean it isn’t quite coffee and machinery. Where did you
get the money to pay the salaries? I think the funds were for
equipment, Xerox stuff and things like that.

Mr. FonTaINE, This is a case where there were some transfers of
functions from Mr, Paz' appropriation into a revolving fund. We
have a legal opinion from our General Counsel that it was proper
and correct.

Mr. Burton. The money was his. You put it in the general fund.
What was the money for?

Mr. FonTAINE. Fiscal year 19807

Mr. Burton. Yes.

Mr. FonTAINE. It was in an appropriation of Mr. Paz’,

Mr. BurtoNn. To do what? o

Mr. FonTAINE. To pay salaries of employees for various func-
tions. In 1981 it was dropped from his appropriation and came
under the revolving fund.

-~ Mr. BurtoN., To be used for equipment and other purposes?

Mr. FonTane. No. Operation of the printing plant was basically
the mission. ‘ - - N

Mr. BurTon. Doesn’t it go to pay for printing equipment, oiling,
and repairing? ,

Mr. FonrtaINE. Certainly, along with salaries of the people oper-
ating the printing equipment. It wasn't exclusively for equipment.

Mr, BurToN. So, in other words, it wasn’t laundered. It was
perfectly proper. That is what Congress appropriated it for., It
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appropriated it for salaries for all the people who operate equip-
ment who work in the printing section. ~

Mr. FontaINE. They get paid out of a revolving fund. We recoup
the cost by charging customers to print something.

Mr. Burron. Did all of the 38 people work in the printing plant
printing things?

Mr. FonTaINE. No. There are things besides printing in that
revolving fund. These were common usage people, those who run
the library, the travel office, the word processing operation—things
of that kind.

Mr. BurtoN. Word processing, and they are in the revolving
fund. Revolving funds that are——

Mr. FoNTAINE. Reimbursed.

Mr. BurtoN, Yes. Now, somebody running a library is reim-
bursed. They were all employees.involved in activities where you
were selling something, recouping money, and going back into the
revolving fund. ~

Mr. FonTAINE, Not in all cases.

Mr. BurtoN. In how many cases were they not?

Mr. FontaINE. The theory behind this was that everybody in
GSA benefits. Travel, for example, is the type of common use item
that will benefit all customers. ,

Mr. BurTon. That is it. I mean, man, if I were somebody and you
tried to go over my books, and I was the regional guy, I would go
over your books. I would say, you taught me. Man, how about this,
Why don't you teach me a few tricks? That is not an explanation.
Congress appropriates money for certain purposes. They appropri-
ate money in a revolving fund, and by its very nature, the fund
revolves. We put it in seed money. The money comes back, and
pretty soon we draw out the seed money, and it is a self-perpetuat-
ing thing with no cost to the taxpayers. They appropriate money to
provide you with personnel to do the various things.

I would think out of this would be the travel type savings, or
whatever you said. I have got to compliment you both on your
ingenuity, but I have to say it is a very, very poor example from
top-level people in the agencies who are supposed to set an exam-
ple for other people within the agency and at other agencies, I
mean, I don’t know. It just doesn’t make any sense to me. It defies
description to me. ' ‘

There are some other things we are going to talk about. Top-level
people have scammed little freebies, done a little double billing,
done a little this, done a little that, and, you know, it may be a

" nickel and dime thing, but as a general policy implication for an

agency that is supposed to be an example, you are going to play
hell to being an example to anybody except how to pull a scam, in
my judgment. ; k

Mr. Paz. Mr. Chairman, I may be missing the point entirely.

Mr. BurtoN. The point is you are doing business in a way
Congress didn’t intend to do it. You made some end runs, and the
ends justify the means, You know, you are the top people in an
agency who are supposed to go to others and say, “You know, you
can save $100 million if youw did it this way.” They say, ‘“Forget
that. Tell me how you can spend another million dollars for person-
nel when you are running short of dough.”
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Mr. PAz. Mr. Chairman, those functio i i
' . Chairm 0 s that are in the
capital fund, in a common office fundgthose functions awrgrl;}ng
general nature. They serve the entire headquarters and, as a conse-
quence, given that kind of character, fall within the general defini-
t19n.of worklpg_ capital fund. We got our legal counsel to review it
})&t-e “:gscludefi it :ln %ur appropriations statement up to the Congress:
thﬁ;e . Srg:;fawe there. There was no question raised relative to
r. BuRTON. When you talk about a whole lot of i here, jus
exactly what did you tell the Appropriati ittee bofore ron
dicllwwhat You Wers Boing to op ppropriations Committee before you
fundl..' Paz. The subject we are talking about, the working capital
Mr. BurtoN. Which one are we talki ? ‘
revolyin prom. alking about? You mean the
_ Mr, Paz. Yes.

thgg;? BURTON, Where people were hired? How could you tell

tail\r/llg PAz. You are pursuing a ljne of questioning with Mr. Fon-
Mr, Burron. All right. Coming to an ex i
. : . planation, you told th
you were going to hire people that were not going to %’e involvedeirir;
projects that were related to a revolving fund. You told them up

£ ) * 3 : - .
tggﬁ%l 21111;1. they said, “That is fine with us.” I would like to see that

Mr. Paz. No. .
Mr. BurToN. No; you didn't tell them that?

thg/tfzr' Paz. No. I never appeared before any committee to discuss

%r. %URT?PI\L. You told them that.
r. Paz. This was included in our submission to the A i-
ations Co_mrmtteg that these functions were to be cbverecll)péglc)lzlwﬁ'
the working capital fund, and the functions included our central-
ized library, our centralized travel, our centralized word-processing
?122?535?}31 of ttlllet?lf tglrllgs that are of common service to the
quarters an e lield, and it ' rminin
apl%ropgate faadine , 1t was a matter of determining
r. BurTON. i ‘
Bdhicy Thank yoq. It was nice to have you, Thank you
llt/I/.[r. lgAZ. YouIafuie welcome.,
- Mr. BurTON. were in an alle i ‘
would want yord o merein y and 12 guys were chasing me, I
-~ Mr. Paz. Sir?

Mr. Burron. I say, if I were in an alley and 12 guys were chasing

 me, I would want you on my side.

Mr. Berube, will you stand and be sworn,
[Witness sworn.]

Mr. Burton. In your own words, why don’t you tell us first your

3‘ ggilﬁg%e\jmhm GSA, your responsibilities, and the complainis that
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‘ STATEMENT OF BERTRAND BERUBE, DIRECTOR OF
ACQUISITION POLICY, GENERAL SERVICES ADMINISTRATION

Mr. BEruBE. I am the Director of Acquisition Policy and as such,
I am responsible for the development, implementation, and over-
sight and evaluation of acquisition policy for the General Services
Administration, In summary, my background is that I am a struc-
tural engineer. I have been in private industry for 8 years working
for U.S. Steel. I worked on major construction projects such as the
World Trade Center in New York City, the PanAm Building in
New York, the Tagus River Bridge in Portugal, the Orinoco Bridge
in South America, and the Verrazano Bridge in New York.

Mr. BurToN. We will stipulate your qualifications as an engi-
neer. Give us your specific duties, if you will, sir, at GSA. And you
have kind of a litany of complaints about how you think the
agencyuis not taking proper action to save Government funding, If
you will,

Mr. BeruBg. OK. As I said before, I am the Director of Acquisi-
tion Policy, and as such I am responsible for the development,
implementation, oversight, and evaluation of acquisition policy in
the agency. :

Mr. Burton, Acquisition of what?

Mr, BErUBE, Of acquisition policy in GSA.

Mr, BurTton. All right.

Mr, BErusE. That vovers the Public Building Service, the Federal
?}'llj"pgly Service, and the ADTS. Do you just want me to go through

is”

Mr. BurTton. Yes, In other words, one of the principal complaints
you have—and I think the people agree with you—is that A-109 is
yet to be implemented by GSA after several years. Why don't you
briefly tell us why the implementation of this would be beneficial,
and, too, why you think the implementation of this has not been
implemented as quickly as Freeman'’s initiatives were. .

Mr. BERUBE. I am afraid it has taken us 5 years and we haven't
gotten anywhere yet. It has not been implemented. We were re-
quested by the Office of Management and Budget to implement
this by April 5, 1976. We were given a period of time to implement
of 6 months, Here we are now—I guess we are about 5% years
later and we still haven’t done a project under A-109.

A-109, to summarize briefly, calls for the agency to take its
requirements and relate them directly to mission needs.

~Mr. BurroN. Would that be, simply stated, like before you buy
the furniture, you build the house? |

Mr. BeruBe. That is exactly right. In other words, make sure you
have a need before you go up and spend your money. o

The second requirement is that you get competition. This is
probably the most difficult area for GSA, and it is probably why it
hasn’t been implemented yet. ,

The third area is that it requires the head of the agency to make
the major decisions that are necessary on a project. ‘

Fourth, it requires that OMB and Congress be notified early in
the process. ‘ ;

The principal problem with A-109 is that A-109 calls for compe-
tition, that all solutions that are available to satisfy a need be
competed out in the marketplace. This is what GSA does not want.
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Mr. Burton. In each and every instance, or are there some
instances where that just would not be practicable?

Mr. BErusE. Oh, there are many instances where it would_not be
practicable to compete all solutions, Only those solutions which are
practical should be competed, and that is what the circular calls
for,

As a matter of fact, it specifically states in the circular that
there may be instances where a single solution may be the answer.
However, it requires that we justify to Congress when there is only
a single solution, That is what GSA has real problems with.

What GSA has been doing for the past 25 years is to compete
within a single solution, let us say, new construction. When you go
into that kind of competition, the differences between bid prices
rarely varies more than 5 percent. However, when you compete all
the different solutions, you can get price differentials up to 100 and
200 percent of the cost of the project.

I think we have a very good example in the Labor Department
building, but I think I would like to cover that a little bit later as
to how much those savings can be. Y

In essence, this position has been supported by the Comptroller
General, Many blue books have been written on the subject. The
latest indication of that support was a letter that went to Mr.
Stockman on March 8, 1981, imploring him to push with A-109 so
that the Government could get the benefits therefrom.

Mr. BurTon. What do you think the reason is?

Mr. BEruBe. Why they don’t implement it?

Mr. Burton. Yes. I guess why don’t they, and if they haven't, we
will assume that somebody didn’t want to. o

Mr. BEruse. What happens, when you begin to force this kind of
competition where you get prices from the outside,.fbr these differ-
ent types of solutions, it means if you pick the highest cost _s'olu-
tion, you have to justify it because everybody knows the prices.
This is the problem that GSA has, It really doesn’t want to justify
those problems when its choice is a single solution. .

Mr. Burton, That seems like kind of a lame reason, Sometimes
you pick the highest price because on record they give the be§t
performance, and the other guys are buying it, and you haven't
finished any project in 7 years. _ ‘ '

Mr. BeruBe, That is what gives us a Buzzards Point project.

Myr. Burton. What? . . oo

Mr. Beruse. This type of project where there is a single solution,
We just go and do it instead of competing the other things that
would be more beneficial to the Government. i

Mr, BurToN. In some instances, it could be costlier. ,

Mr, Beruse. That is right. As an example, in the Labor Depart-
ment building—let’s use that for an example—in 1965, GSA was
planning to build a Labor Department building. GSA put in a
prospectus for that particular buildipg. At that time, a group of
developers in the area—by the way, they are the same people who
put up L'Enfant Plaza; they are not a fly-by-night organization—
made a proposal to build the building and to donate it to GSA after
a period of 30 years. GSA didn’t want to do that. It wanted to build
its own building, so it didn’t listen to that proposal.
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Congress found out about the proposal, and it ordered GSA to
study it. GSA studied it, made a recommendation to Congress that
it was still cheaper to build. However, that decision was somewhat
tainted. I think what I ought to read to you is the summarized
rlxéié%utes of a Public Buildings Service staff meeting of October 26,

On page 2, Labor Department Building, it states:

At the request of Mr, Griffin, Mrs. Ziernicki and Huyett met with him in re-
sponse to a newspaper article which appeared over the weekend about the fact that

the government was going ahead with this job and had disregarded the suggestion
by private people to build the building and turn it over to us.

This is the important sentence:

My, Griffin asked for a new financial statement to justify our position that it is
more economical for the government to construct a Federal building than it is to
lease equivalent space.

I think that statement speaks for itself as to how we make a
choice, and irrespective of the fact that it may be the most expen-
sive choice, they move ahead. ' ‘

What I did with the justification that was sent to Congress is I
submitted this to the GSA economists, I had them look at it, and I
had them take the actual cost figures out of our accounting records
of what the cost actually was to build that building and put these
figures into the same analysis that was submitted to Congress.

Instead of saving $31 million as submitted to Congress, the cost
to the Government was an additional $650 million. That is the
reason they don’t want to use A-109, in a nutshell.

Mr. BurToN. And the reason they don’t want to use it is that the
Government spent an extra $650 million. Are they stockholders in
the corporation, or something?

Mr. BEruBeE. What it allows them to do is to make choices which
are more satisfactory to powerful people in different places.

Mr. Burton. I am not going to report this, but if I ever get
powertful, I may not be in favor of it, I guess.

Mr. BERUBE. You may get these kinds of favors then,

Mr, BurToN. A small business loan.

Mr., BErRUBE. Do you want me to go into the other areas now?
That basically covers A-109.

Mr. BurTon. Yes, ‘

Mr. BERUBE. In the A-T6 circular—this is another circular that
was given to us by OMRB about 2 years ago—the basic purpose of
this circular is to ensure that the Government competes. Again you
will notice, by the way, in all of my testimony that there is one
thread that runs through all the different areas, and that is the
lack of competition, or wherever competition is called for, it is
pushed aside. A-76 requires that when we have Government activi-
tieg that are performed by Government people, that we develop the
cost of this activity and compete it with outside contractors.

This was issued 2 years ago. We were supposed to have imple-
mented it in 90 days. We were supposed to have 1,400 reviews done
in 8 years. We have not done a single one. The amount of savings
that we can anticipate in this particular area, best come from the
people who have done the most so far in these areas—such as the
Department:of Defense. They have gone into this quite extensively
for the past couple of years,
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In the same areas where we have servi i
same rvices that they have, their
managers indicate that they are getti ent ;
roxﬁfhl% each on; of the area}; Betiing savings of 40 percent in
r. BURTON. Yes, and they are giving the contracts t '
N itracts to the people
;&171 uc;ﬁf'worked at DOD, and some of them aren’t performing up to
Mr, BErRUBE. This is a two-edged sword
%\\/I/Ir. ]]33URTON. I know it is. gec sword.
o gfn n})aggtBE Some} of it comes from the contractors back to the
Mr. BurtoNn. They are all goin ink i
] g to Alaska. I think it th
commanding general, wherever he is - openi he thing,
Thl\?lre v]\grere articles on that, © 1% who-opened up the thing.
r. BErRUBE. That m . i i i
re%/lllction e, T ay be. But the savings is still a 30-percent
r. BUuRTON. Yes, but I think there i i
percent reduction in what the mission Wa\gas something ke & 60-
Mr. BERUBE. That may be.

Mr. BurroN. Well, you have i
_ ,_you got Congressman Harris last
erﬁ) had a b11l that I think the administration oppoe‘;eziS wa}ferge}?;
gfa ed for something a little further than the OMB circular, where
I you were going to contract out, or if this came up, there would
hﬁve to be a cost effectiveness done to see whether or not it was
guggxl?i?i'nglfo mi)_ﬁal efﬁ.cmm;t E?l be done ov{side or in-house. Tt is
r how little suppor ’ i POS

byl\i;iheé)utside antract (ﬁg ere was for that, and it was opposed

r. BERUBE. A-76 calls for this very type of study t :
?S rgsg::;ageogefact, :gi says 1,;.}(11&1;. it has to be 10~percen€r cﬁeg;eTiﬁghAii
tolel tside bef re it is ;ns1 e, before you make the change going out

ow we have a program in GSA where these 1,400 activiti
ggve -an aggregate value of around $1 billion, If we V’Vere ’?c(; ttl;ll{fgeast
thz)gzrgiggqs%;gngs 111(li:e the Department of Defense has gotten in
hose peri),rear.wou end up getting approximately a $300 million

full\f’Iiﬁ.eg.URTON. That is assuming that the service was 100 percent

Mr. BEruBE. That is assumin ‘ : i

‘ . g we do properly, I have to admit

Mr. BUurToN. Assuming they do it pr ‘ ’ s
%’IIIK gERUBE. Yes. | & khey da & properly.

r. BURTON. Now, how would the provisions of th - y
Aci{s/i Whéch would be the prevailing wage A(;t, apply t?) X}ﬁl’%lgh Healy
woufci L ERIUBIZ. All Federal procurement regulations and laws
manner.pp ¥, 80 none of that would be taken out in any form or

Now, both of these circulars have been ready in GSA
? year. They have gone through the General }éervices Agfnﬂflz;}rgo
lon, have been reviewed from top to bottom. I do not know how
g,lany people have looked at them, but everybody has bought off on
t em, C?1gned off. Presentations have been made to the Administra-
for and he sat on them for about 7 or 8 months. The latest reason
or not getting them into operation, and beginning to take these

savings for the go 1 3a haoniien nf e ol o2
ton. g government, is because of the change in administra-

J
Ji
1

R R A S e

S e

kst

115

Mr. BurroN. When did he make that decision?

Mr. BeruUBE. That was done about, oh, right after the elections; I
would say about November or December, somewhere in that area,
Actually, he had them sitting on his desk for a much longer period
of time than that. One of them has been around for 5 years and
still has not been implemented. ’

Mr. BurTton. I would like to ask you to forward testimony, what-
ever you have, to submit for the record. We would be happy to
have it. Could you just briefly describe the design-to-rent concept?

Mr. BERUBE. In essence, the design-to-rent concept is a policy
that was developed 2 years ago by GSA to initiate a quality control
program designed to keep costs of public buildings on a level equiv-
alent to commercial space. The concept is that we determine the
amount of space required in a particular area, and we then find
out how much our income is going to be. We then amortize that
income out for a period of 25 or 30 years in a similar nature that
private industry would do. That determines how much building we
can afford to build. What that amounts to, looking over about 200
building projects that were done in the past and taking the income
that we get—the commercial equivalent income—it roughly breaks
down that we would get savings in our buildings that would
amount to anywhere from 80 to 50 percent of the cost. If we apply
this 80 to 50 percent of the cost on a multimillion dollar building
program, it amounts to a whale of a lot of money. I guess that is
enough on that.

Mr. BurToN. Thank you very much. For the record, as you know,
I have a letter from the GAO where they take some disagreement
with part of your conclusions on that statement. Thank you.-

We will take a short recess, and then have a couple of questions
of Mr. Marschall and Mr. McBride, and then we will be finished.

[Recess taken.] ‘

Mr. BurToN. The subcommittee will come to order,

[Witnesses sworn.]
Mr. BurTon. I would like to ask Mr. Marschall, what are your
feelings about A-109?

STATEMENT OF A. R. MARSCHALL, COMMISSIONER, PUBLIC
BUILDINGS SERVICE, GENERAL SERVICES ADMINISTRATION,
ACCOMPANIED BY GERALD McBRIDE, ASSISTANT ADMINIS-
TRATOR FOR ACQUISITION POLICY

Mr. MarscHALL. My feeling about A~109 is that it is an OMB
eircular which was intended for major systems acquisition. In the
original A-109, one of the elements of a major systems acquisition,
for example, was construction. There was some discussion when I
arrived at GSA concerning the section of A-109 as it applied to
PBS construction, We found that in the presentation given to us
that not only was there a terrible time factor involved, but a great
expense factor involved. In October 1979, the Administrator wrote

to the head of OMB and said that the circular A-109 as he saw it

and had it explained to him by his people in aeeuisitions policy
seemed to be impracticable, and particularly to do~Wwith the formal
competition among alternative solutions,

Mr. BurToN. I am sorry, who are you quoting?
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3 RSCHALL. Admiral Freeman, then the Administrator,
wr-l\éltg alv{,gtteiﬂ’ to OMB in October 1979, and said that he felt that
the achievement of A-109 at that time was impracticable because
of some of the fact}:lors éng%\ﬁ% \

. Burron, What di IB say*

l\l\/g l\jljigngALL. To the best of my knowledge there was no
anls/.[“lr*.e%URTON. So, he failed—I mean, whether he liked it or you do
not like it, it is an OMB poli(?é1 cirgul:_clrh%at you were supposed to
i t in 6 months, and did not, right’ :
lmISIlre.nll\ZiRSCHALL. I th{nk, most of the features of A-109 are taken
care of pretty much by the existing process.

Mr. BurtoN. How about the question I asked?

Mr. MARSCHALL. In answer to your question, as far as A-109
specifically as outlined, we did not implement it according to the
letter of the subsequent publication by OMB, OFPP, under the
heading of Construction. No, we did not, nor did we do it in any
other acquisitions. I beg your pardon, I have been corrected.

~Mr. McBripE. Mr. Burton, if I may clear up a misconception, A~
109 was indeed implemented by GSA in, I believe, October or the
latter part of 1977, There were many, many discussions as a result
of that implementation, as to whether it met ’che_ letter and spirit
of A-109, and whether it could be implemented in the two major
component areas, the Public Buildings Service and the Automated
Data and Telecommunications Service, It was subjected perhaps to
more scrutiny than any other single order placed under GSA at
t time. .
thl?/lr. Burton. It was placed under you—it was placed over you by
Ol\lg/l? McBripE. Perhaps so, bu:gc?vvas implemented within GSA.
. TON. It was implemented |

%i ]].EFCI,{BRII;I)E, Yes. Thgre was an order drafted and put out and
signed by the Administrator of GSA.

Mr. BurtoN. Where its; flhat? £ it with me

r. McBRIDE, I do not have a copy of it with me. . |

%ﬁ I%URTON. Dave Stockman said GSA has not implemented
OMB'’s A-109, which was issued April 5, 1976, that some people in
GSA indicate conflict of existing laws and procedures, and when
pressed specifically to identify these laws were unable to do so. _mel;
know, I do not know if I am for it or I do not know ;f I am agains

it. I would assume that when an agency gets an order from OMB to
implement something, that they should implement it because I tell
you I know what I would do if I was at OMB and I believed in the
circular, you all would be on unemployment or you would be
demoted. I would attract people’s attention. I am a great believer
in the utilization of that process. o .

mF})‘lr instance, if you €vere\ in an appropriation committee on
OMB, where they get the money, and they did not do what they
obviously think is a good idea—and I am not going to say whether
it is or is not—you would find a lot of dough missing out of your
budget in very funny places, such as your own salaries and travel

llowances, o

: Istr. Berube going through another demotion?
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Mr. WALKER. Mr. Chairman, I would like to just ask Mr, McBride
for an explanation since he says A-109 has been implemented. The
letter I have here to Dave Stockman from GSA, from Acting Ad-
ministrator Ray Kline, says here that there are problems in apply-
ing the directives to GSA major acquisition 'systems buildings and
ADP, and we are attempting to apply the provisions where it
makes good sense to do so. That does not sound to me as though
the directive has been implemented. It squnds as though it has
been talked about, and we have found some problems, but it does
not seem that we are proceeding very hastily to implement the
directive in toto. ' :

Mr. McBripE. Mr. Walker, if I may, I will submit for the record
the order signed August 1, 1977, by Mr. Joel W. Solomon, then
Administrator of GSA. L

- Mr. WALKER, But this letter from Ray Kline is dated March 23,

1981, and it certainly does not sound to me in that letter as though
he is saying that the directive has been fully implemented. It
sounds to me as though he is saying: specifically that there are a
number of large areas where the directive has, in fact, not been
implemented. ! :
Mr. McBRipE. The point I was trying to make is that the order
itself had been implemented. From that point on, I can only specu-
late on what took place. T was not at GSA at that time. I can only
tell you that there was an order on the books as I arrived on the
scene in GSA. We looked at it and. we have been working ever
since to try and come up with a practical solution to the policy
issues that were and are now before us.

Mr. WaLKER. You obviously were there March 23 when Acting
Administrator Kline wrote his letter, , '

Mr. McBRripE. Yes. ' ,

Mz, Warker. Would you agree with Acting Administrator Klein
that there were major areas where the provisions of A-109 had not
been implemented? , » =

Mr. McBripE. I would, yes, sir, T

Mr, WALKER. So in fact, even though the order was issued, the
order has been at least somewhat ineffective, if not virtually inef-
fective? Director Stockman’s letter to us today indicates that the
order may be virtually ineffective.

Mr. McBripE. True. '

Mr. WALKER. Thank you.

Mr. Burton. Well, for the record this is from Jay Solomon,
August 1, 1977, The order establishes procedures for the manage-
ment of major systems acquisitions, and then he states that this
implements A~109; specifies the procedures to be followed. This is a
better kept secret than why they fired Solomon. I think we will

make this available. I do not even know if Mr. Kline knows about

{

this, Also, OMB will have somebody more intelligent than I to look -
- at it. It seems to be more of a guideline of administrative imple-

mentation, and everybody keeps thinking that it was not imple-
mented. How did you get your kands on this?

Myr. McBripE, It was brouglit to my attention as a result of some
of the allegations that have been made over a period of time. In my
attempt as the Assistant Administrator for Acquisitions Policy to
develop and implement a working arrangement under the A-~109

Y
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guidelines, that document, along with PBS’ and ADTS’ plans for
further implementation of A-109 was furnished to me. It is true we
have not-been able to bring together the forces—— |

Mzr. BurTon. You have not even implemented what Solomon did,
and Solomor did not specifically implement the order.

Mr. McBripe. We have over the last 8 to 9 months taken actions
to implement procedures that will bring about the operational
implementation of A~109. o '

Mr. Burtron. What kind of actions?

- Mr. McBRIDE. There was established in accordance with A~109, a
process for high level management review of the mission need
statements. There is in force within GSA now a System Acquisition
Review Council, or SARC, which carriers out a top management
review of the mission needs of GSA. That council is operating and
has reviewed, I believe, on three or four occasions, issues related to
A-109 systems acquisitions. . |

Mr. BurTton. Well, according to Kline, according to GAO, accord-
ing to OMB, this does not really implement A-109 and is a ver
clever document drafted by a very clever person. :

Mr. WALKER. It is over Mr. Solomon’s signature. Do we know
who drafted that particular memorandum? Do you have any idea
who drafted that memorandum?

Mr. McBripk. No, sir.

Mr. WaALker. Would that be available within the agency any-
where, that you could provide for us for the record who drafted this
particular memo? | . ‘

Mr. McBribE. I will attempt to do that.

Mr. Warker. That would be very useful if you would let us know
that, please. ' o

[SuBcomMmITTEE NOTE: Clearly, the documentation showed that
the original draft was prepared by Mr. Berube and Ms. Clark of the
Office of Acquisition Policy. However, it was commented upon, and
presumably amended, by a large number of other officials. While
GSA has provided numerous documents, the question remains un-
answered, Since Berube, Clark, and the General Accounting Office
later testified under oath at congressional hearings that the final
document was a perversion of the intent of OMB circular A-109
and, in effect, was designed to surpress its implementation, the
question is of considerable importance.]

[Information submitted by GSA in subcommittee files.]

‘Mr. BurtoN. I will give anybody in the room $200 million if they
figure out that. I feel sorry for the new Administrator.

Ogelasi}; question: Is Mr. Berube in fact going to be demoted by
you? | \ '

Mr, MagscaaLL. By me? I have no idea what is going to happen

to Mr. Berube. ‘

Mr. McBripE. Mr. Berube reports to me. I have no plans to
demote Mr. Berube. A great many allegations have been made
concerning a reorganization. I can assure you that there is no
reorganization. There is & drafting of an organizational manual
that has been going on forialmost a year to clear up some function-
al entities under me. I have been assured by the Assistant Admin-
istrator for Human Resources that there are no adverse actions
contemplated or planned ag a result of that particular document.
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Mr, BurroN. You know, coming to Congress and testifying on
policy matters that hagpen to differ with what is happening in the
administration—— |

Mr. McBripk. No, sij.

Mr. BurToN. Because we do not look too kindly upon that.

Mr, McBribpE. I would agree with you.

Mr. BurTtoN. In other words, what would happen to FAA when
they send a man up fo Seattle. They even gave 22 seconds to me on
“60 Minutes,” so I mean, anything can happen.

Mr., WALKER. Mr, McBride, there is no quibbling with this sub-
committee about the fact that A-109 is a lawful order, is that
correct? I mean, it/is a lawful order and should be carried out. You
have said virtually it is not being carried out, but it is a lawful
order that should be carried out, is that correct? '

Mr. McBrIDE. | am not sure I agree it is a lawful order in, that
sense of the word. It is an Executive order. It carries with it a
directive to the/ Administrator to implement it. It does not have
statutory standing. I am not aware that it is law per se. It is an
Executive ordey.

Mr. Warkeg. If an Executive order comes to your agency and
tells you to do/something, you are supposed to do it, right?

Mr. McBriri. Yes, in that sense;

Mr. WALKER. So in that sense it is a lawful order to your agency.
It is not the law of the land, but in terms of an agency it is the law
of the land.

Mr. McBriDE, Yes.

Mr. WALkeEr. What about OMB order A-76? Is that a lawful
order in the same sense?

Mr, McERripE. Yes, sir.

Mr. WaLkER. Has it been carried out?

Mr. McBripE. No, sir, it has not. '

Mr. WALKER. Why have we not had it carried out?

Mr. McBripe. Under my guidance and direction an order has
been puf together. It has been forwarded to the Administrator for
signature. The prior Administrator, for his reasons, decided he
would hold that until a new Administrator arrived. As far as I am
concerned, that order is in that posture. I therefore cannot answer
that gpestion. ‘ ‘

Mr, WALKER. How long did he have that order? When was it
drafted that he made that decision not to implement it? :

My. McBripE. I would say he made a decision somewhere around
the November or early December time frame not to sign the order.

Mr, WALKER. So he made it after he knew that the administra-
tiopn was going out and there would be a new Administrator?

Mr, McBRripk. Yes.

/My WALKER. And do I understand you correctly that the order
gwaiting the new Administrator to come in? . ,
~ Mr. McBripe. It is awaiting the new Administrator, We have
been advised by the Administrator-designate that one of the first of
several items that he will put on his agenda to discuss with the
senior staff will be A-109 and A-76. ,

Mr. BurTon. He will get some good, unbiased opinion.

Mr. McBripE, I would hope so, sir.

~ has been transmitted to this administration at this point, or is this
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Mr. WaALkER, What I am having a little bit of trouble with is that
I think it would be very well for Mr, Carmen to talk to you right
away about this; however, the circular with regard to this was put
out in 1976, wasn't it? : ‘

Mr. McBriDkE. Yes, it was. -

Mr. WALKER. And so it has taken you 5 years to get to this
point—we have been through several Administrators—it has taken
us 5 years to get down to the point where somebody is actually
g(‘)?ing to be asked to sign off on this thing and do something about
it. . .

Mr. McBripE. Mr. Walker, I would again, I guess it is always
nice to say things did not happen on your watch. In the year since
I became the Assistant Administrator, we have taken actions to
draft the document presented to the Administrator. In the mean-
time, there have been many other actions that have been taken. As
Mr. Marschall pointed out, a letter indeed did go over to the
director of OMB back in, I believe, October 1979, stating that there
were needs within the agency, training needs for the implementa-
tion and the accomplishment of the sophisticated cost analysis that
is required. Those needs, or a great deal -of them, have been satis-
fied. There has been partial training of the work force. There has
been partial gathering of the inventory on the items that are
susceptible to A-76. :

Mr. WarLker. What you are saying to me-: is that prior to your
getting there, then nothing. Is that your point?

Mr. McBrine, No, there were drafts, and for whatever reasons
they were not accepted. ‘

Mr. WALKER. I would assume, if he does not ask the question I
would be very disappointed, but I would assume Mr. Carmen is
going to ask those questions when he sits down with the senior
staff and discusses A~76, as to why we have had it in the agency 5
years and have not done anything toward implementation. Are you
going to get together some analysis for him so he will better
understand this? |

Mr. McBgripE. I was going to say that the policy of A-76, initially,
was clear that is, to contract out. In the latter part of 1979 I
believe there was a major change in that policy which also had us
now looking at activities which were contracted out, to see whether
it was more cost-effective or more efficient to bring them in-house.

Mr. Burton. Is that part of the A-76 you put in there? In other
words, what we are after is efficiency and economy, contracting out
may provide that and may not provide that, and that you have got
to make a determination. I read it in the paper, so it has got to be
true. But theoretically, if you believe that GSA can remodel the

White House cheaper than was done with all the donated money in

the private sector—I read it in the paper so it has got to be true—
but I think it is important, as somebody testified about the DOD
contracting out, they saved money but most of the work was not
done and the contracts were all given to retired people out of the
Pentagon. , ,

Mr. Harris in Congress last year had a bill in that was like a
contracting thing, conflict of interest and whatever, that you could
not contract out with the firm of Burton and Walker for 6 months
after you retire from Congress because we were nice to you, |
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Mr, McBring, Mr, Burton, Mr. Berube, who is on my staff, has
the responsibility for eventually reviewing the inventory that is
reguired under A-76. As I recall the numbers, there were some
1,200 activities that are in-house and 200 that are outside right
now that we will review during the process. . '

_ Mr. Burton. Thank you very kindly, The hearings are ad-
journed. We look forward to the confirmation of the Administrator.
. [Statement submitted by Associated General Contractors of
Am&%ca contam%d%igzapp. 2.]

ereupon, at 3:22 p.m., the subcommittee adijourr ) -
vene subject to the call of the Chair.] Journed, 10 recon

e
S .

A et g e




PR T X

7/

&

APPENDIXES

APPENDIX 1.—FORMER GSA ADMINISTRATOR FREEMAN'S
- ROADMAP OBJECTIVES FOR THE OFFICE OF HUMAN
RESOURCES AND ORGANIZATION

- ADMINISTRATORS ROADMAP OBJECTIVES
FOR THE |
OFFICE OF HUMAN RESOURCES AND ‘ORGANIZATION

N

1 - SEVENTEEN OBJECTIVES CONPLETED

Il - THREE SHARED OBJECTIVES

Ir - TEN ACTIVE OBJECTIVES

IV - CENTRAL OFFICE ACCESSIONS
DURING FY - 1980 AND,
REGIONAL ACCESSIONS DELAYED

V. - AUDIT.REPORTS CONTROL OFFICE (ARCO)

4

T

-

SRS TG




R T T

S S L L s s a3 o

ROADMAP
NUMBER

PART - 1

GENERAL SERVICES ADMINISTRATION
ADMINISTRATOR’S ROADMAP OBJECTIVES
OFFICE OF HUMAN RESOURCES AND ORGANIZATION

ROADIAP

OBJECTIVE/STATUS

COMPLETION !

TARGET

1

MANAGEMENT STUDY OF OPTIONAL REGIONAL
ORGANIZATION FOR FEDERAL PROPERTY

RESOURCE SERVICES PERSONAL PROPERTY
FUNCTIONS

AUDIT FOLLOW-UP SYSTEM AND ORGANIZATION
(ARCO) ;

IMPROVE PAPERWORK MANAGEMENT EXECUTIVE
CORRESPONDENCE SYSTEM:
I

¥

(1) IDENTIFY STATUTORY REQUIREMENTS AND
DETERMINE CURRENT REGIONAL ARRANGEMENTS
FOR CARRYING THEM oUT, INCLUDING,
STAFFING, WORKLOAD AND COMPLEXITY OF
OPERATION,  (2) IDENTIFY DEFICIENCIES
IN CURRENT SYSTEM; DEVELOP AND EVALUATE
ALTERNATIVES FOR ORGANIZING FPRS ‘
RESOURCES ‘IN THE REGIONS TO ACCOMPLISH

PROPERTY FUNCTIONS IN AN ECONOMICAL AND

TIMELY FASHION AND (3) DEVELQP
RECOMMENDATIONS FOR APPROVAL BY THE
ADMINISTRATOR, .

ESTABLISH AND IMPLEMENT PROCEDURES FOR
THE ADMINISTRATOR’S CONTROL AND &
MONITORING OF THE MANAGEMENT REVIEW AND
IMPLEMENTATION .OF GAO AND INTERNAL GSA
AUDIT REPORTS,

IMPLEMENT A SYSTEM FoR CONTROLLING THE
ADMINISTRATOR'S CORRESPONDENCE THAT
HOULD PROVIDE‘EFFICIENT'TRACKING AND
GENERATION OF STATUS REPORTS,

DATE

0

‘\

DATE

V6l

oo

e UNR

w &Y

a4
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ROADMAP
NUMBER

GENERAL SERVICES ADMINISTRATION
ADMINISTRATOR'S ROADMAP OBJECTIVES .
OFFICE OF HUMAN RESOURCES AND ORGANIZATION

ROADMAP

~ COMPLETTON

OBJECTIVE/STATUS

DATE

TARGET |
DATE. %

4

KEY PERSONNEL SEARCH AND SELECTION
SYSTEM:

PROCESS FOR REVIEWING NON-PROSECUTABLE

. CASES:

EMPLOYEE GRIEVANCE PROCEDURES:

INTERNAL INVESTIGATIONS EXCLUDED BY
THE INSPECTOR GENERAL:
|

t

ESTABLISH EXECUTIVE REVIEW BOARD T0
IDENTIFY AND SELECT HIGHLY QUALIRIED
INDIVIDUALS TO SERVE IN SENIOR EXECUTIVE
POSITIONS.,

ESTABLISH PROCEDURE TO ASSURE IMMEDIATE
MANAGEMENT REVIEW OF POSSIBLE EMPLOYEE
VIOLATION OF PROCEDURE AND REGULATION

IN WRICH THE JUSTICE DEPARTMENT DOES NOT
INTEND TO PROSECUTE, PREPARE FOR
ADMINISTRATOR'S APPROVAL, GSA ORDER

ESTABLISHING "INVESTIGATIVE REPORTS
REVIEWQ " ' :

IMPROVE THE CLIMATE FOR INFORMAL
RESOLUTION®OF GRIEVANCES. REDUCE TO A

* MINIMUM THE REQUIREMENT FOR INVOLVEMENT

OF THE ADMINISTRATOR IN THE FORMAL
GRIEVANCE PROCEDURE

T0 ISSUE BY JUNE 15, 1980, A GSA ORDER
DELINEATING THE INVESTIGATIVE

RESPONSIBILITIES OF THE OFFICE OF THE
INSPECTOR GENERAL, THE PUBLIC BUILDING

¥

[¢]

4-30-80

5-31-80

6-30-80

6-30-80

l

!

3

Gel

o
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ROADMAP
NUMBER

GENERAL SERVICES ADNINISTRATION
ADMINISTRATOR'S ROADMAP OBJECTIVES
OFFICE OF HUMAN RESOURCES AND ORGANIZAToN

et

ROADMAP

OBJECTIVE/STATUS

COMPLETION ‘

DATE

TARGET
_DATE

3(A)

1o

PROJECT MANAGEMENT TRAINING, PHASE I

PROJECT MANAGEVENT TRAINING, PHASE 1

ORGANIZATION CHANGE CONTROL POLICY AND
PROCESS: ‘

SERVICE AND THE OFFICE OF“fiuman

RESOURCES AND ORGANIZATION (HRO) AND To |

IDENTIFY RESOURCE LEVELS NECESSARY TO
CARRY OUT HRO INVESTIGATIVE

~ RESPONSIBILITIES,

DEVELOP A TRAINING PROGRAM WHICH WILL
INPART THE KEY COMPETENCIES FOR
SUCCESSFUL PROJECT MANAGENENT,

PHASE. I REPRESENTS A FOLLOH-ON

‘QBJECTIVE REFLECTED IN THE EXPANSION

OF THE PROJECT, A FINAL MEETING WITH
THE ADMINISTRATOR, DEPUTY ADMINISTRATOR
AND NATIONAL CORE GROUP MEMBERS WAS
HELD ON DECEMBER 10, 1980, WHEREUPON
THE FINAL EVALUATION WAS GIVEN AND .
RECOMMENDATIONS MADE, THIS CONCLUDED
THE (H) PORTION OF THE PROJECT, '

DEVELOP -FOR THE ADMINISTRATOR'S APPROVAL
GSA ORDER TO ANNOUNCE REVISED PROCEDURES
FOR DEVELOPING, REVIEWING AND APPROVING

7-31-80 i

f “‘\\,

12-31-80

7-31-80

921
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GENERAL SERVICES ADMINISTRATION
ADMINISTRATOR'S ROADMAP OBJECTIVES
OFFICE OF HUMAN RESOURCES AND ORGANIZATION

g

e I

. ROADMAP ‘ & } : b COMPLETION ; TARGET
NUMBER ; ROADMAP .- OBJECTIVE/STATUS - . DATE j DATE

ORGANIZATION CHANGES.,

11 EMPLOYEE APPEALS AND REVIEW SYSTEM: DEVELOP OPERATIONAL GUIDELINES AND 7-31-80
‘ . PERFORMANCE STANDARDS FOR EMPLOYEE
APPEALS AND REVIEW BOARD, ENHANCE -
w CAPABILITY TO RENDER SOUND AND TIMELY
. : . ' FINAL AGENCY DECISIONS ON DISCRIMINATION ‘ ‘
B . COMPLAINTS BY ESTABLISHING AND ,
IMPLENENTING THE-ABOVE MENTIONED BOARD,

L 12 SES IMPLEMENTATION: GSA WIDE: IMPLEMENT A GOALS ORIENTED PERFORMANCE 9-30-80
£ C ' ~ APPRAISAL AND AWARDS SYSTEM WHICH ;
L PROVIDES FOR DECISIONS ON RETENTION AND |-
PAY FOR'SENIOR EXECUTIVES, AGENCY-WIDE, |

o ey

S

1y REGIONAL REVIEW SYSTEM: ~ TO IMPLEMENT DECISIONS OF THE 8-31-80 _ : ‘ L
{  ADMINISTRATOR ON GSA OVERSIGHT AND . , : e
o EVALUATION, SPECIFICALLY TO: DEVELOP |
¥ : AN INTEGRATED SYSTEM OF PREPARING AND | .
EXECUTING REGIONAL, ON-SITE REVIEMS. ’

15 . -GSA AGENCY-WIDE SUPERVISOR% DEVELOPMENT|  DESIGN AND PILOT- A SUPERVISORY
|, SYSTEM, PHASE I: : o DEYE;QPMENT SYSTEM FOR ALL GSA

i
¥ .

J - \ N 3
. = . iy 3
‘rr . : | ]
13 ) .

T B TR A I 5 AT I R L 4 T SRR A N ST AN SR g g s .- o ' b . . S e et e i -
s B "
: P v
.

v
;}:



TS

\\

N

H

¢
H
/

H
H

1

i
E
¢
E

ROADMAP
NUMBER

GENERAL SKRVICES ADMINISTRATION
ADMINISTRATOR'S ROADMAP OBJECTIVES

o

ROADHAP

. OFFICE OF HUMAN RESDURCES AND ORGANIZATON

_OBJECTIVE/STATUS

COMPLETION

TARGET -

16

17

19

T

EMPLOYEE MOBILITY PROGRAM:

EXECUTIVE DEVELOPMENT PROGRAM FOR SES;

ACQUISITION AND WARRENTING TRAINING,
 (PROCUREMENT TRAINING)

0

SUPERVISORS; INCUMBENTS ‘AND PROBATIONERS|:

= DESIGN DEVELOPMENTAL SYSTEM
- SHORT RANGE NEEDS ANALYSIS
~ CONDUCT PHASE T TRAINING .

-~ DESIGN PHASE IT "~ -~

ASSURE-THAT'6SA EMPLOYEES, CURRENT AND
FUTURE, ARE PROVIDED OPPORTUNITIES FOR
INTRA-AGENCY MOVEENT

ESTABLISH A PROGRAM FOR THE SYSTENATIC
DEVELOPNENT OF CANDIDATES FOR THE SES,
INCLUDING A SYSTEM FOR PRIOR CERTIFI-
CATION CF ELIGIBLES, AND THE CONTINUING
DEVELOPHENT OF EXECUTIVES,

|

DEVELOP, PROCURE AND IMPLEMENT INTER-
GRATED AND COMPREHENSIVE TRAINING
MODULES O SUPPORT THE CONTRACTING
OFFICER’S WARRENTING PROGRAM AND OTHER |
CAREER PROGRAMS IN THE FIELD OF
ACQUISITION ..,

,,
: -

DATE
8-31-80

9-30-80

7-31-80

10-31-80

DATE

Cp—

i

4]
P
&
"
8}
/
4
/
7
7
//
@
e ]
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H GENERAL SERVICES ADMINISTRATION
‘ ADMINISTRATOR'S ROADMAP OBJECTIVES .
OFFICE OF HUMAN RESOURCES AND ORGANIZATION =/

o . ~ COMPLETION . TARGET
. OBJECTIVE/STATUS | - DATE L DATE
“SUBSEQUENT TO THE AD~HOC TRAINING PROVIDED

i
}

ROADMAP
NUHBER - ROADMAP

18—0 126-08

0T

\

RN

‘| A CAREER MANAGEMENT BOARD FOR THE OFFICE

| THIS PROGRAM., |

I .| IN'SUPPORT OF THE WARRANTING PROCESS, THIS|.

OBJECTIVE WAS CONCLUDED AS AN (H). ROADMAP
IN OCTOVER 1980 WITH THE/ESTABLISHMENT. OF

OF ACQUISITION POLICY, BECAUSE OF

ITS IMPORTANCE, I PREFERRED A SMOOTH .-
TRANSFERENCE OF RESPONSIBILITY FOR
PLANNING AND MANAGING THE CAREER DEVELOP-
MENT COMPONENTS FOR THIS TRAINING EFFORT.
A SUCCESSFUL TRANSITION WAS CONSUMATED
DECEMBER 31, 1980, HOWEVER, TO, INSURE- -
EFFECTIVE PERFORMANCE TO OUR CLIENTS

I WILL CONTINUE TO MONITOR:PRUGRESS
AND PROVIDE BROAD POLICY GUIDANCE, STAFF
SUPPORT AND EVALUATION OVERSIGHT FOR

a
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PART 11,

GENERAL SERVICES ADMINISTRATION
ADMINISTRATOR'S ROADMAP OBJECTIVES

- OFFICE OF HUMAN RESOURCES AND ORGANIZATION

0

oaSe

T v B = T

ROADMAP COMPLETION TARGET ;
NUMBER ROADMAP OBJECTIVE/STATUS | . DATE DATE %
13 | STORE MANAGEMENT TRAINING: DETERNINE STORE MANAGEMENT TRAINING NEEDS | 12-31-80 3
AND. INITIATE COMPETENCIES OF EXISTING AND |° ¢

NEW HIRES IN FEDERAL SUPPLY SERVICE :

FUNETIONS( : ) g

18 BUILDING MANAGEMENT TRAINING: DEVELOP APPROPRIATE SEQUENTIAL DEVéLUPMEN~ 12-31-80 |

TAL TRAINING FOR ENPLOYEES WITHIN THE
BUILDING HAVAGENENT CAREER SERIES.

RESPONSIBILITY FOR PLANNING AND MANAGING
THE CAREER DEVELOPMENT COMPONENTS OF
THESE TRAINING EFFORTS WERE MERGED WITH
THE CAREER MANAGEMENT BOARDS FOR THE
PUBLIC BUILDINGS SERVICE AND FEDERAL
SUPPLY SERVICE, RESPECTIVELY, I WILL

CONTINUE TO MONITOR PROGRESS AND PROVIDE |

BROAD POLICY GUIDANCE AND STAFF SUPPORT
TO THESE PROGRAMS. RESOURCES FROM MY
OFFICE OF EMPLOYEE DEVELOPMENT AND TRAININ(
HAVE IN THE PAST AND WILL CONTINUE

IN THE FUTURE TO PROVIDE STAFF SUPPORT AND
TECHNICAL ASSISTANCE TO THESE BOARDS AS A

CONTINUATION OF OUR EFFORTS IN UPGRADING

=R

W

- o ot s i bt e e o o
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 GENERAL SERVICES ADHINISTRATION ' j
ADMINISTRATOR'S ROADMAP.OBJECTIVES . | |
OFFICE OF HUMAN RESOURCES AND ORGANIZATION I .

ROADMAP e R e COMPLETION TARGET |
CNUMBER ¢ RoADMAP . . OBUECTIVE/STATUS DATE | DATE

| THE UALITY OF GSA'S WORKFORCE THROUGH | |
TRAINING*AND EMPLOYEE DEVELOPMENT, . ,_ !

20 | WAGE BOARD TRAINING PROGRAM: | IDENTIFY CRITICAL TRAINING NEEDS OF GSA | 12-31-80 ;
. SKILLED CRAFT ENPLOYEES AND DEVELOP |
STRATEGLES FOR NEETING THOSE NEEDS,

INITIAL MODEL DEVELOPED AND RESPONSIBILITY
MERGED WITH REGION 6, KANSAS CITY, MY ERS
OFFICE OF EMPLOYEE: DEVELOPMENT AND
TRAINING (HD) HAS FORMALIZED THE MODE OF
THEIR ASSISTANCE THROUGH SEVERAL MEETINGS
HHICH ENHANCED THE KIND OF FRONT-ENDING
AND" DELIVERY"WORK" SO" ESSENTIAL TO A FULLY °
INTEGRATED TRAINING AND DEVELOPMENT
PROGRAM, - I WILL CONTINUE TO BE THE FOCAL
POINT FOR MONITORING PROGRESS AND PR-
VIDING GUIDANCE AND STAFF SUPPORT FOR

THIS EVER IMPORTANT TRAINING ACTIVITY,

&

. T8€T

[




PART 111

GENERAL SERVICES ADMINISTRATION k
ADMINISTRATOR'S ROADMAP"OBJECTIVES
OFFICE OF HUMAN RESOURCES AND ORGANIZATION

ROADMAP | | COMPLETION TARGET s

NUMBER ROADHAP OBJECTIVE/STATUS ATE _DATE_ g

8 MANAGEMENT DEVELOPMENT SYSTEM; DESIEN TO LOCATE, RECRUIT, SELECT, PLACE, 11/81 \

: T TRAIN AND DEVELOP EWPLOYEES FOR | ;

PROGRESSIVELY MORE RESPONSIBLE POSITIONS ;
(6S~12 THRU 15) ~ ?

15A) | GSA AGENCY-HIDE SUPERVISORY DEVELOPMENT | DESIGN AND PILOT A SUPERVISORY DEVELOP- 11/81

SYSTEM, PHASE I1: MENT SYSTEM FOR ALL GSA SUPERVISORS;

INCUMBENTS AND PROBATIONERS.

A SUPERVISORY DEVELOPMENT TASK GROUP
HAS BEEN ESTABLISHED UNDER THE TRAINLYG
ADVISORY DOARD (TAB).

OF A CONSULTANT (U,S, DEPARTHENT OF
AGRICULTURE GRADUATE SCHOOL), A CATALOG
OF SUPERVISORY COMPETENGIES, A SURVEY

OF EXISTING SUPERVISORY SKILLS, A
HANDBOOK THAT WILL IDENTIFY METHODS T0
ACQUIRE NECESSARY COMPETENCIES, AND
SEVERAL MODULAR SUPERVISORY COURSES THAT
WILL BE PILOTED IN CENTRAL OFFICE AND THE
REGIONS PRIOR TO NOVEMBER OF THIS YEAR.

ADVI (  THE TASK GROUP
"WILLDEVELOP;"WITH™THEASSISTANCE =

- 881

e
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1
o e GENERAL SERVICES ADMINISTRATION ; |
ADMINISTRATOR'S ROADMAP OBJECTIVES . , i

OFFICE OF HUMAN RESOURCES AND ORGANIZATION | :

S “ROADMAP ; | COMPLETION TARGET )
S NUNBER ROADHAP o OBJECTIVE/STATUS DATE__ DATE g

kY 21 IMPROVE EEQ PROGRAM MANAGEMENT ENHANCE RESPONSE OF GSA IN MEETING TS
[ \ | 3 CIVIL RIGHTS ‘AND EQUAL EMPLOYNMENT ON-GOING 8/81
. \ | | OPPORTUNITY RESPONSIBILITIES, SET ‘ !
§ i e .| STANDARD GOALS AND OBJECTIVES THAT CAN BE | L
. | . ‘ | MONITORED AND COORDINATED; ADMINISTER NEW b Sy
\ ' CIVIL RIGHTS PROGRAMS THAT ARE REQUIRED i
“ BY LAW; MONITOR AGENCY COMPLIANCE WITH !

- FEDERAL STATUTES REGARDING NON-DISCRIMINA- = 1

TION IN EEDERALLY ASSISTED PROGRAMS, | I

THIS ROADMAP CONTAINED THIRTEEN (13) SUB- | ;
OBJECTIVES OF WHICH TEN (10) HAVE BEEN |
o COMPLETED, )

22 | GSA AWARDS PROGRAM: THPROVE AND UPDATE AWARDS PROGRAM FOR GSA_|

v { ¥ i
23 COORDINATE HEADS OF SERVICES AND STAFF GSA PRESENT DELEGATIONS OF AUTHORITY 380 i
OFFICE DELEGATIONS OF AUTHORITY TO SYSTEM WAS REVIEWED AND MODIFIED TO: ‘ 5
' (1) UPDATE, (2) REMOVE UNNECESSARY ¥
LIMITATIONS ON THE AUTHORITIES OF
REGIONAL ADMINISTRATORS; (3) DELEGATE
CERTAIN OPERATING AUTHORITIES TO RA's « | o
. RATHER THAN HSSO's AND (4). STREAMLINE .

THE DELEGATIONS OF AUTHORITY HANUAL BY,

861

REGIONS;; “

o " . & i

&
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GENERAL SERVICES ADMINISTRATION
AMINISTRATOR'S ROADMAP OBJECTIVES
OFFICE OF HUMAN RESOURCES AND ORGANIZAT 1o

ROADMAP o C&MPLETION:g; TARGET
NUMBER - ROADHAP » OBJECTIVE/STATUS _E ] DATE.

; ; e J
REMOVING ALL AUTHORITIES EXCEPT THOSE
UNIQUELY DELEGATED 10 THE ADMINISTRATOR, | ’

PHASE 1; ACHIEVE MAXIMUM DECENTRALIZATION OF - 3/80 | -
| AUTHORITIES TO REGIONS (COMPLETED) ;

1291

PHASE 11, | Assess EFFECTIVENESS OF REVISED | 5/81
| |DELEGATIONS; FINE TUNE, OBTAIN FinaL
| APPROVAL, AND pUpLIgH,” ~

24 GSA ACADEMY (SPIN-OFF OBJECTIVE - gsp |ESTABLISH A TRAINING DELIVERY UMBRELLA 10780 |
TRAINING CENTER) : ' |STRUCTURE TO; - .. . o

" » Lo TRAIN SUPERVISORS AND MANAGERS IN
BASIC SKILLS aND KNOWLEDGES=

2, PROVIDE BASIC AND ADVANSED TRAINING
FOR MAJOR OCCUPATIONS ‘

e




e

N e i g i s

GENERAL SERVICES ADMINISTRATION
: ADMINISTRATOR'S ROADMAP OBJECTIVES .
OFFICE OF HUMAN RESOURCES AND ORGANIZATION

ROADWAP . . e e : COMPLETION ~ TARGET
MMBER . RORMP. OBJECTIVE/STATUS ME DATE

3, “USE EXISTING GSA; OTHER AGENCY, AND

: a NON-GOVERNMENT RESQUPCES IN' CARRYING OUT ITS

2 L | 'MISSION, - DURING FY '80 AN AGENCY-WIDE REVIEW

4 ‘ ~ B o OF TRAINING PRIORITIES RESULTED IN EXPANSION OF
THE CURRICULUM OF THE ACQUISITION TRAINING
FACILITY, A REIMBURSABLE FUNCTION, TO INCLUDE
OTHER FUNCTIONAL AREAS FUR WHICH GSA HAS _ |
GOVERNMENT-WILE REGULATORY RESPONSIBILITY,
THIS MAS BEEN ACCOMPLISHED. THE CENTER IS FUL- | Iy
FILLING BOTH GSA’S RESPONSIBILITIES TO PROVIDE
GUIDANCE TO OTHER FEDERAL AGENCIES IN GSA
MISSION AREAS (PROCUREMENT, SUPPLY, RECORDS/
INFORMATION MANAGEMENT, SPACE AND PROPERTY
MANAGEMENT, TRAVEL AND TRANSPOPTATION MANAGEMENT) i

Gel

AND FILLING TRAINING REQUIREMENTS IN THESE AREAS
FOR GSA EMPLOYEES AS WELL.

25 | DEVELOP STRATEGY FOR CONDUCT IHPROVE. THE OPERATION OF THE LABCR HANAGENENT o |
~ |- OF LABOR RELATIONS IN GSA: RELATIONS PROGRAM THROUGH REVIEW OF PRESENT ON-GOING
| | PRACTICES TO ENSURE - :
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ROADMAP
. MUMBER

&

© GENERAL SERVICES ADMINISTRATION
ADMINISTRATOR'S ROADMAP OBJECTIVES

OFFICE OF HUMAN RESOURCES AND ORGANIZATION

_ RoaDiap

°

' OBJECTIVE/STATUS

R

"}

COMPLETION '. . TARGET

DATE ! ~ DATE

26

27

THEY ARE CURRENT AND EFFECTIVE AND :
RECOMMEND WHERE NECESSARY IMPROVEMENTS ™
IN ALL MAJOR ASPECTS OF THE PROGRAM,

" RESTRUCTURE LMR-PROGRAM WHERE NECESSARY T0

 INVERNAL GSA SAFETY AND HEALTH PROGRAM:

-

PERFORMANCE APPRAISAL FOR EMPLOVEES
OTHER THAN SES AND THOSE NOT ELIGIBLE

‘ FOR MERIT PAY:

EY

MEET NEW REQUIREMENTS IN NATIONAL .
CONSOLIDATION WITH AFGE, . ‘

| GSA RECENTLY REACHED IMPASSE 0N GROUND

RULES WITH AFGE, THIS ACTION DELAYS

|NATICNAL MEGOTIATIONS FOR AN UNSPECIFIED
- |PERIOD OF TIME, WE WILL-CONTINUE TO WORK
« |WITH AFGE NEGOTIATI“G TEAH T0 FINALIZE

GROUND RULES,
T0 ESTABLISH AN OCCUPATIONAL SAFETY AND
\HEALTH PROGRAM WITHIN GSA AND TO TRAIN

- |GSA SUPERVISORS AND MANAGERS -IN THEIR

RESPONSIBILITIES UNDER THE PROGRAM,

DEVELOP AND IMPLEMENT NEW PERFORMANCE
APPRAISAL SYSTEMS UNDER C,S.R.A. .HHICH

EXCLUDES THOSE COVERED BY SES AND MERIT PAY,

12/81

10/81-

08T
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GENERAL SERVICES AbMINISTRATION
ADMINISTRATOR'S ROADMAP OBJECTIVES

OFFICE OF HUMAN RESOURCES AND ORGANIZATION

ROADMAP

OBJECTIVE/STATUS

: COMPLETION

DATE |

TARGET
DATE

NUMBER : ' ROADMAP

28 | MERIT PAY SYSTEM FOR SUPERVISORS AND
NANAGENENT OFFICIALS:

RSN

IMPLEMENT A FAIR SYSTEM FOR PERFORMAMCE
APPRAISAL AND MERIT PAY, FULL
COMPARABILITY RAISES AND WITHIN-GRADE
INCREASES WILL CEASE; IN THEIR-PLACE
MANAGEMENT MUST DISTRIBUTE:A MERIT
INCREASE RELATED TO PERFORMANCE OF GS-13
THROUGH 6S-15's, , R

S
x

. 10/81

\
N,
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PART - IV
l 7 ~ REGION OFFICE NUMBER OF POSITIONS, GRADE AND TITLE
' I - ATLANTA — NO IMPACT
5 - CHICAGO ADMINISTRATIVE (1) 68-12  PROPERTY SERVICE OFFICER
SERVICES (CHIEF, OFFICE SERVICE BRAWCH)
; ) 65-3 SUPPLY CLERK
i 6 = KANSAS — NO INPACT
; cITY
7 - FT. WORTH — NO IMPACT ,
8 - DENVER EEO STAFF (1) -65-13  SUPERVISORY EQUAL EMPLOYMENT OFFICER
PERSONNEL (1) 65-13  SUPERVISORY PERSOMNEL STAFFING SPECIALIST
‘ () 68-12  EMPLOYEE DEVELOPMENT OFEICER
E 9 - SAN FRAN.  ADMINISTRATIVE (1) 653 - MAIL CLERK ‘
SERVICES : o
10.~ AUBURN, ~ R
 WASHINGTON = , o IMPACT
NATIONAL CAPITAL - ™
b Yo NO IMPACT
9 POSITIONS .
0 et = 1'0' l
W e O 01%
. ~* TOTAL NO, REGIONAL EMPLOYEES
8 *

8e1

o

e e




N

| e ;
/
i .
) i
[ PART =~ V
I GENERAL SERVICES ADMINISTRATION ;
ADMINISTRATOR'S ROADMAP OBJECTIVES
OFFICE OF HUMAN RESOURCES AND ORGANIZATION
ROADMAP ) CONPLETION TARGET
NUNBER ROADMAP . OBJECTIVE/STATUS ATE | DATE
— — . ‘
: 2 AUDIT FOLLOW-UP SYSTEM AND ORGANIZATION | (PLEASE SEE ATTACHED) |
: (ARCO) o : I o
'
¥
¥
1
| |
' ' | .
’ |

6861
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Roadmap Report - Audit Followup 8

The October, 1979 roadmap H-~2 set fouractions xelated to audit
followup and organization.

1) Establish Audit Reports Contxol Offite - office established
by detailees on Decembexr 7, 1979.

2) ©Establish procedures to control management followup of GAO
and internal IG reports - November, 1979.

3) 1Implement those procadures - procedural implementation

begun by detailees on December 7, 1979.

4) BAnalyze current compliance with audit recommendations by
all GSA entities; discuss/reach agreement on ¥emaining
open items with each HSSO/RA.

GAO reports - completed January, 1980
IG repoxts - completed March, 1980

This analysis resulted in finding over 300 recommendations
unimplemented from audit reports issued prior to FY 80%

- N4
The Audit Reports Control Office now ensures that ﬂénagement action
on IG intexrnal audits and GAC reports comply with PIL 9l1-510,
PL~96-226, PL 96-304 and OMB Circulars A-50 and A-73. GSA was not
prxeviously in compliance with PL 91-510 ‘or ,the previous' versions
of the OMB Circulars (A-73 was revised Decémber, 1979),.

For the period 1977-81, GSA has recorded 1893 recommendations made
in GAO and IG internal audit repoxts. 1448 werxe closed/completed
as of April 1, 1981, The rate at which closure/completion occured

quadrupled in FY 80 with ARCO's establishment.

Closed 1977-80: 643 (214 avdrage per yearx)
Closed 1980-81l: B8OS .

The 805 recommendations xesulted in savings of $23.1 million.

There were 445 recommendations open as of April 1,°1981 of whidh

203 were less than 6 months old.

GSA has now seen a positive t7\end toward new IG reports in stt

problem areas that have "no significant findings." fThus far in

FY 81, reviews in the following places have not required any cor-

rective action: , . )
! .
L]

2 self-service Stores

Little Rock, AR Fort wWorth, TX
10 pBS field offices )
. Tuseon, AZ ) Albany, NY N
Schrevaport, LA New York (7th Avenue), NY
Boston, MA . Eugene, OR
Petroit, MI ! Pittsburgh, PA
5t. Louls, MO Beaumont, TX

1 Motor pool
Chic¢ago, IL

5

APPENDIX 2.—STATEMENT OF THE
GENERAL CONTRACTORS OF Aﬁ%%?giATED

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA

1957 E Street, N.W. o Washington, D,C. 20006 » {202) 393-2040 » TWX: 710-822.9406 AGC WSH
THOMAS E, DAILEY, President H, C. HELDENFELS, Sentor Vice President RICHARD S, PEPPER, Vice éres!dent
EW. M . < k '
V. McKENZIE, Treasurer o HUBERT BEATTY, Executive Vice Presldent

April 15, 1981

The Honorable John L. B
. « Burton
Chalrmap,.Subcommittee on Government -
ongElVétles and Transportation ”
e Committee on. Governn '

Operations ? Fnment
Housg Of Representatives
Washington, DC 20515

Deaxr Mr. Burton:

The Associated General Cont cto
; ractors of Amewic
ggbg$:§ép2e enclosed’statement for the recorg g;sgﬁgtﬁg;ig
ite of the General Services Administration held byng

the Subcommittee on Go iviti
on Aprii 13 tieeS vernment Activities and’Transportation

THE FULL SERVICE CONSTRUCTION ASSOCIATION FOR FULL, SERVICE MEMBERS

(141)

| aeR
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The United States Government has relied on competitive

bidding to procure goods and services almost since ‘the founding 2”5

of the Nation. The Act of 1809 (2 stat. 536) required "open

The Associated General Contractors of America i
Presented to the

purchase" or public advertising for purchases made by the
Subcommittee on Government Act1v1t1es and Transportatlon

f o - Secretary of the Navgp;analwas followed by the Acts of 1842
o e e

L (5 Stat. 535) and 1843 (5 Stat. 617) which speclflcally requlred ;
‘Committee on Government Operations |

. ‘ . i l sealed proposals, public bid openings and sele*tlon of the lowest %
. United States House of Representatives " |

bidder. The Act of August 31, 1852 (8 Stat. 93) extended the . Lo

s e

April I5, 1981

requirement of public advertising to the consr%uction of ‘public

d

S ) g R 1 \ | buildings, : ; j !

on the Topic of | :

Over51ght of the General Services Administrationh These early laws were the predecessors of Revxsed Statutes |

, ) \ . . ' ’ ' 3709 (12 stat. 220,810), which required all fedrral government !
\ h ) I procurements to be made by formal advertLSLng tq the lowest

respon31ble bidder. : /
i . _ i
|

e

The Armed Serv1ces Procurement Act of 1947| and the Federal

Property and Admlnistratlon Act of 1949, as wel}, both favor

competitive blddlng for procurements but do provide some

exceptions to formal advertlsing procedures. V% y few of the
AGC is: * i

ﬁ leading
* han 30,000 firms including 8,400 of America's
g::zrzl contractlrg firms responsxble for the employment of

3,500, 000-p1u°'employees-

exceptlons have been utilized to procure constructlon.

This proven construction‘procurement'system entails soliciting

¥ 113 chagters\natlonw1de,

competitive bids on detailed plans and specifications prepared

‘ ‘ ercial i . ) )
* %oFithan 8g§g§£a$§er§§§u:tiﬁgfrigz gzgigiggiiagigitgo?gcilities7 % by an architect/engineer. After the bids are received, the con-
uildings, hi ' )
s ly '50% of the contract construction by American 3 N tracting officer determines which bids are responsive and whlch of
* ‘Approximately’ o , ES

firms in more than 100 countries abroad. the responsive bids is from the lowest responsible bidder. A

respons;ve bid is one which conforms to the invitation and one that

offers precisely what the governmernt is, seeklng. Award is then -

made to the lowest bidder.
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This method of securing competitive bids and constructing’
projects using the lowest responsive and responsible bidder has:
been used by the federal government with success for almost a

«

century. This preference for the competitive bid contract system

is rooted in the reasoning that sealed bids, independently sub-

mitted, result in the lowest cost to the owner and afford maximum -

protection in the expenditure of public funds. There is no

compelling reason why this. proven -construction procurement method
should be abandoned or tampered with in favor of procurement

techniques applicable to major hardware, software and weapons
systems.

Federal c¢onstruction procurement is intEnselY.competitive,
There are literally thousands of construction firms, the majority
of which are small business, that compete for federal construction
progects as compared to the infinitely more llmlted number of firms
that are 1nvolved in the productlon and supply of the major hard—

ware, software and weapon systems intended for coverage by the

procurement techniques outlined in A-109. While A-109 may do

nothing more than requiie procurement methods that are already
standard fare in major systems‘acquisitioss{ its application to
construction will result.in experimental procurement techniques
that will further reduce competition in the federal construction

marketplace. Such experimental methods are not new. to federal

constru%tion procurement. Individual federal construction awarding

agencies have, through the years, dabbled with such experimental

procurefient methods. The lack of survival of those methods in the

federal construction procurement system is testimony to their

et e
= % o

o e st
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1nappllcab111ty and the continued worth of the tradltlonaJ

construction procurement method.

Application of A~109 +to construction procurement weuld

A\ effectively eliminate many small business construction firms
from the federal construction mafketpiace,'and thus prove enti—
competitive. The traditional and'proven competitive bid construc-
tion procurement method affords eqdal oppertunity for all firms
to bid on federal construction workﬁ It does so because all
bidders bid on the exact same plans and specifications w1th
assurance that award will be made to the lowest respon51ve and
responsible bidder. Under the experimental procurement methods

in 2-109, undue emphasis would be placed on, and advantagé given

to firms with developer or consortium capabilities, character-

istics notlgenerally found in the average construction firm

Application of the procedures outlined in oMB Circular A-109
to the federal government's acquisition of construction would
result in the procurement of governhent construction based on
subjective determinations without adequate assurance that the
government has secured preciseiy what it was seeking and at the

lowest cost.

For example, application of the Major Systeﬂs Acquisition
Regulation to construction would result in a procurement system

somewhat akin to the following:

The General Services Administration determines a need for
office space to house 400 employees. GSA would issue & Request

for Proposal to the Private sector geared around a "functional

80-921 O—81—wi] .
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specification" seeking industry's proposed "solutions" to meet
the need. The "functional specification" purportedly would allow
for flexibility to permit industry to respond with experimental
concepts as proposed solutions to meet the need. The functiéhali
specification in this hypothetical GSA examplé could conceivably
be nothing more than "office space to house 400 employees in the

Washington, DC area." Proposals received from industry could run

‘the gamut from use of excess or surplus office space; joint

use of existing federal buildinés; purchase of a non-federal
building; leasing of existing space; a proposgl from a developer
to build an office building and then lease it to GSA; a proposal
from a Construction Management.firm} a proposal from a consortium
to develop a systems package building; a proposal from an Archi-
tect/Engineering f£irm (or a number of Architect/Engineering firms)
to design an office building/for a myriad of other experimental

mutations.

GSA would then have to narrow the‘"proposed solutions" down
to a workable number, GSA would then have to fund the further
development of such assorted proposals, and the public would
have t6 bear the dost. Ultimatgly, GSA would sélect one as the
best solution and issue a contract. No further competition
would exist, if in fact, any had existed to that point--unless

of course the competitive bid procurement method was selected.

It can be readily seen that in evaluating the proﬁbsals
received, the government is not comparing like proposals, but
rather is comparing a number of unlike proposals. Consequently;

the evaluators' personal subjective opinions are injected into

“invisme
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the process of ¢omparing:the myriad of proposed solutions,
This, system cannot assure, as does.the traditional construction
pProcurement method, the lowest cost +o the owner or maximum

Protection in the expenditure of public funds.

The traditional and proven competitive bid procurement system
has served federal construction and the tax paying public well,.
and must not be cast aside or tampered with by application of

A-109 to construction.

During the few months since the advent of the Reagan
Adnministration, the business community and the public have
benefitted alike from a sorely needed change of direction away
from the experimentation. with schemes arbitrarily imposed by
Pecple who offered solutions to non-existent problems, and to

the distress of intended beneficiaries.

B

We believe that the féw proponents of applying A-109 to
construction procurement should carefully evaluate the benefits
of open competitive bidding before pProposing another costly layer
of bu;eaucratic bungling. to government procuremenéiof construction.
Failure to exercise such careful evaluation will, most assuredly,
result in further diminution of interest in open competitive
bidding for government constrﬁction ében if the few proponents
of A-109 for‘construction procurement do not prevail. The most
urgent need from government in all areas of procurement is to
encourage participation and competition by the thousands of firms
that should now seek, rather than shun, opportunities to bid on

government construction.
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The Associated General Contractors.of America totally
supports President Reagan's proposed tax and spending cuts
despite the fact that the cuts involve a minimum of $18.2
million reduced federal expenditureg for construction. That
support, and the sacrifice of our own interest was prompted
by the hope ana'belief that governmeht would create incentives
for compéﬁition instead of additiqnal layers of bureaucratic
and regulatory empire building inherent in the application of

A=109 to the construction industry.

<55

APPENDIX 8,—LETTER AND ENCLOSURES TO JOHN L.
BURTON, FROM DAVID A. STOCKMAN, DIRECTQR OF

OMB;/ CONCERNING OMB CIRCULARS A-109 AND A-76

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D,C, 20503

April 13, 1981

Honorable John L, Burton

Chairman L

Subcommittee on Government

‘Activities and Transportation

Committee on Government Operations ;

U,S, House of Representatives ; < ' ‘

Washington, DC 20515° ‘
Y

Dear John: Lo

This is In response to your April 7, 1981, letter concerfiing’ he%rlngs your

subcommittee Is holding on the General Services Administration's ?GSA'f attempts

to effect reforms within the Agency. Two of the topics which will be disiussed are

GSA's apparent failure to implement OMB Circulars A-109 and A-76. You

requested our position as to what OMB intends to do to secure cornpli‘jirnce with

these two Circulars, Before commenting on specific actions planned, I fould first

like to address the problems we have encountered with them regarding these

Circulars. N ’ : \ 5

o ' i
As you are aware, one of the major goals within this Administration c%ntem on

maximizing the efficient expenditure of funds. OMB Circular A-76 providés one of
the necessary tools to achieve this goal by ensuring econgmies and efficiencles in
operating commercial-industrial type actlyities, GSA, over, the past 12 months has
purportedly refused to Implement ‘this policy for the followihg three reasons:

- Their personnel have not been ‘trained on the policies and procedures
prescribed by the Circular for conducting cost comparisons,

- An additional 370 personnel are required to implement A-76.
- The program Impacts their Equal Employment Oportunity Progx;am.

Since that t,lmektﬁey have reported to us that over 300 personnel have been trained
and this Issue no longer poses a significant problem. With respect to their request
for an additional 370 personnel spaces over the next two fiscal years, we reviewed
it and found no basis to support this request and so informed GSA. In fact, our
letter of January 9, 1981 (Attachment 1) to them concerning this issue stated, "We
belleve that additional personnel positions can be generated immediately by
contracting out CITA functions estimated to be less than $100,000 in annual
operating costs without Incurring the delay and expense of conducting cost
comparlsion studles, The personnel savings accrued from this action can be
reallocated to conduct the cost studies Indentified in your inventory." With respect
to thelr last allegation, we have informed them that their EEO program should be

(149)
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one that is balanced and giratified throughout the agency and not solely
concentrated in the nonprofessicnal area., Additignally, we reminded them that the
contractual requirements placed on' contractors for aggressive EEQ programs are
much greater than those imposed on Federal employees, For instance, contractors
are required to have an EEO program and hire the handicapped and veterans just to
cite a few of the contractural requirements, For these reasons, we do not find any
validity to their claim on this issue.

On April 8, 1981 (Attachment 2) in a letter to GSA from this Office, we directed
that they implement the Circular and identified four functions comprising over
13,000 personnel positions, which must be scheduled for immediate A-76 cost
comparison studies and be completed by September 1982, We simultaneously issued
a bulletin (Attachment 3) which we will use to ensure these studies are scheduled
and conducted in the timeframe cited above, This Bulletin provides the necessary
link between the Circular and the budgetary process which will provide the controls
needed to ensure the Circular's full and effective implementation,

As you indicated in your letter, GSA has not implemented OMB Circular A-109
which was issued April 5, 1976. Since that time, we have worked with personnel in
GSA to secure its implementation. Some personnel in GSA have informally
indicated A-109 conflicts with existing laws and procedures, but when pressed to
specifically identify these laws they have been unable to do so.

The OFPP Administrator-Designate has met with the new Administrator of GSA
and begun discussing acquisition policy matters such as OMB Circular A-109, If
they are unable to come to a conclusion with regard to the implementation of the

policy in A-109 or identification of the areas that need to be modified before it

can be implemented, I have asked the OFPP Administrator-Designate to notify me
so that any differences can be successfully resolved. ) .

I hope this information will be of assistance to you and <clarify the actions OMB is
taking to ensure implementation of these two Circulars.

Sincerely,

DA SIA——

David A. Sto¢ckman
Director

Attachments

et

s
e
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Attachment 1

JAN 91981

Honorable Rowland G, Freeman, III
Administrator of General Services
Washington, D. C. 206405

Dear Mr. Freeman:

Thank you for a timely tespmsé to my memorandum of July 1, 1930,
Your Agency's Implementation of OMB Circular A-76. Y 1 » concerning

In reviewing your report I noted that, although the Clrcular required all a encies

Implement it within ninety days, no Instructions have been lzsued hor ﬁave ycutg
review schedules been published, Further, In comparing the data furnished to us in
1977, we find that your Commercial Industrial Type Actlvities (CITA) inventory has
dropped from 7,692 activitles to 1,200, with a corresponding decrease in capital

Investment, without any explanation.

With respect to your request for some 370 additional personnel over the next two
fiscal years, we In OMB have reviewed this and find no basis to support this

request. Through the proper Implementation of the Circular, we believe you wiil
be able to reallocate your current personnel resources and utillze them for
performance of Governmental functions and those CITA functions remaining in-
house as a result of cost studies. We believe that additional personnel positions can
be generated immediately by contracting cut CITA functlons estimated to be less

than $100,000 in annual operating costs without incurring the delay and expense of

-conducting cost comparison studies. The personnel savings accrued from this

E?Ic::xvirm t::\d reall:hiateddm c:ot:c:uct the !cost oualtudles identified In your inventory.
vioreover, under these circumstances, 1 would appreciate your ration
prompt action on A-76 guldance. ’ PP y CoRperation In

A copy of your Implementing prbcedu:es, along with notification of a firm target
date for publication of your guldance and CITA Inventory should be forwarded to
this Office within thlrty days. Additionally, due to the wide disparity In your 1977
versus 1980 inventory, I request ‘we be notified as to the disposition of the 6,492
'():rlo'rg::;del:'e;e: élrom;yo.urx Im;entory s:nce 1977. OMB Intends to closely monitor
o rcular's implementation to ensure It Is efficlentl
applied within all agencies. crticiently and eftect_lvely
;I:wl.oo‘ltcaiforwnrd mhhworhl;lng wtith yol:; t0 nss;.xre Implementation of Circular A-76.
taff may w contact Ms. Darleen Druyun, the Deputy A
Administrator of this policx for further assistance. e il //s'soclatc

. Sincerely,

Karen Hastie William§'

Karen Hastle Willlams
Administrator-

T Ty
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Attachment 2

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C, 20503

APR 8 1981
Mr. Ray Kline
Acting Administrator
of General Services
Washington, DC 20405

Dear Mr. Kline:

One of the major goals within this Administration centers on maximizing the
efficient expenditure of funds, OMB Circular A-76, "Policies for Acquiring
Commercial or Industrial Products. and Services Needed by the Government,"
provides you with one of the necessary tools to achieve this goal. This
Administration strongly supports the general policy of reliance on competitive
private enterprise to supply the products and services needed by the Government,
Through proper and effective implementation of the Circular you will be able to
achieve economies and efficiencies in operating commercial-industrial type
activities by: ) :

- Determining the least cost method of providing essential services (contract
or in-house),

- Streamlining existing Government organizations ensuring they are organized
and staffed for the most efficient performance,

- Reducing long-range fiscal abligations through reductions in the Federal
workforce when cost comparisons show a contract operation is more cost
effective, .

- Enhancing productiyity through the development of measurable job standards,

The Circular provides that when private performance of commercial or industrial

ctivities is feasible and no overriding factors require in-house performance, a
rigorous comparison of contract costs versus in-house costs will be made, using the
Circular's Cost Comparison Handbook, to determine whether the work will continue
to be performed by in-house personnel or converted to a contract operation, ' The
Circular contains several provisions that give appropriate consideration to affected
Federal employees. Among the more significant ores are that:

- Existing in-house activities will not be converted to contract performarice on
the basis of economy unless it will result in a savings of at least 10 percent of
the estimated Government personnel costs for the period of the comparative
analysis; and '

- Federal employees displaced as a result of the conversion to contract
performance will be given the right of first refusal for employment openings
in the contract operation,

1 retently reviewed your implementation of Circular A-76 and note that it has been
in a vacuum for almost two years, [ understand that one of the reasons the
Circular has not been implemented within your Agency is due to the lack of a

—
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formal implementing order. Although such an order is not required by the ercuigr,
our primary concern is that since the effective date of the Circular in all agencies
was May 1, 1979, your agency has not reviewed a single in-house ac_tlw_ty for
possible conversion to contract performance, This gravely concerns us in view of
the obvious savings that can be effected through reliance on the private sector.

In reviewing your inventory, I believe that the opportunity exists for you to conduct
OMB Circular A-76 cost comparison studies on the four functions listed below
which comprise over 13,000 personnel positions. These functions are:

Guard Services | 3,000
Custodial ; 5,000
Building Maintenance ‘ 4,000
Motor Vehicle Operations and Maintenance 1,000

Total 13,000

Therefore, these functions shall be scheduled for cost comparison stud_ies.in FY
1981 and completed by September 1982, Accomplishment of these studies in that
timeframe will move us closer to the realization of this Administra"non's goals, 1
look forward to your response regarding your specific plans to review the above
listed functions, ' _

One of the actions required to ensure uniform implementation of the Circular in
the civilian agencies is the modification of the Federal Procurement Regulation
(FPR). Your assistance is requested in publishing appropriate clauses and contract
provisions thereby ‘enacting uniform procurement procedures, The recently
published draft Federal Acquisition Regulation A-76 coverage should be the basis
of the procedures incorporated into the FPR., We would appreciate this being
accomplished within 60 days. -

Both the Circular and other instructions, limjting Federal civilian employment, are
complementary. The instructions preclude the use of ‘contracting with firms and
institutions outside the Government solely to circumvent personnel ceilings,
Agencies that contract out for goods and services und;zr the structure_d and
deliberate process prescribed by OMB Circular A-76 are doing so because it is cost
effective and reduces the growth iri Government spending.

In light of the trust and responsibllities placed in us by the American people, it is
essential that we join together in forming a partnership to ensure OMB Circular
A-76 Is implemented in an effective and timely manner. Please be assured that my
staff and I will work closely with you'in this endeavor. .

Ll

-

e , 1 4 ———————,

Edwin L, Harper
Deputy Director

g o, g gt e+
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Attachment 3

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

APR 8 1981

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Agency Implementation of OMB Circular No. A-76

L.

2.

3.

Purpose. This Bulletin provides instructions for preparing and submitting
information on each agency's implementation of OMB Circular No. A-76 and
its impact on budget estimates, In addition, this Bulletin requires special
information on agency progress toward meeting the requirements of OMB
Circulars No, A-114 and A-76 relating to audiovisual activities.

Authority and Background. The Budget and Accounting Act of 1921, as
amended. Under OMB Circular No. A-76 (Revised), dated March 29, 1979,
and subsequent amendments, agencies unless granted an extension were
required to review their in-house Commercial Industrial Type Activities
(CITA's) by March 1982 and their existing contracts before they come due for
reprocurement. After initial review, activities approved for continuation are
required to be reviewed at least once every five years.  Agencies are also
required to assure that their budget estimates reflect the probable impact of
decisions based on implementation of OMB Circular No. A-76 procedures as
prescribed by sections 13.2 through 13.5 of OMB Circular No. A-11. OMB
Circular No. A-114, dated April 13, 1978, prescribes the policies for
management of Federal Audiovisual activitles. These activities are also
subject to the policies in OMB Circular No. A-76. This Bulletin requires
agencies to report on their progress in complying with these requirements.

Coverage. These instructions apply to the Executive Branch departments and
establishments listed in Attachment A.

Policy. In a democratic free enterprise economic system the Government
should not compete with its citizens, The private enterprise system,
characterized by individual, freedom and choice, is the primary source of
national economic strength. In recognition of this, it is the general policy of
this Administration to reduce the growth in Government spending and rely on
competitive private enterprise to supply the products and services the
Government needs.

The Circular (1) reaffirms the Government's general policy of reliance on the
private sector for goods and services, while recognizing that (2) certaln
functions are inherently governmental in nature and must be performed by
Government personnel, and (3) relative cost must be given appropriate
consideration in decisions between in-house performance and reliance on
private commercial sources. The balanced approach in the Circular is
designed to achleve consistent policy implementation in all agencies,
equitable treatment of all parties, and improved economy and efficiency In
providing goods and performing services needed by the Government,

OMB Circular No. A-76 and other OMB instructions that limit Federal
civilian employment are complementary. OMB instructions preclude the use
of contracting with firms and institutions outside the Government solely to

g
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circumvent personnel cellings. However, agenci .

. s agencies that contract out for
goods and services under the structured and deliberate process prescribed by

OMB Circular No. A-76 are doing so because it i i
the gromth in Government spomn lgn . s cost effective and reduces

Action Requirements. No later than ‘ i ’
N . , May 31, 1981, agencies |
Attachment_ A will submit to the Office of Federal P;ocugrement Ei’sotlfgy 12
;"eport on implementation of OMB Circular No. A-76 in accordance with
ttachments B, C, D, and in the format of the exhibits.  Agencies will

prepare the required exhibits consistent with the definitions listed in

Attachment B and the instructions in Attachment C.. '
the codes needed to complete the éxhibits. . vAttavchment P specifies

OMB Responsibilities. OMB will review the repbrt;i‘- required by this Bulletin

to assess agency implementation of OMB Circular No. A-76 and to i
that the economies that will be realized through A-76 i ~/b anc to Insure
reflected in agency budget astimates, nroug 7 mPlewentatlon are

r d

Information Contact, Questions‘should be directec; to th; Offi '
Contact. ce of Fed
Procurement Policy, Ofﬁce of ' Management and Budget, telephone 39532;2%1

Sunset Date: This bulletin will expire on September 30, 1981.

Edwin L. Harper
«. ~ Deputy Director

Apeoe
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Attachment A
Bulletin No. 81-15

Agencies Required to Report

Department of Agriculture
Department of Commerce -
Departmient of Defense
Department of Education
Department of Energy : S
Department of Health and Human Services
Department of Housing and Urban Development
Department of Interior
Department of Justice
Department of Labor .
Department of State 14
Department of Transportation
Department of Treasury
ACTION » o
Consumer Product Safety Commission
Environmental Protection Agercy 7
Federal Communications Commission &
Federal Emergency Management Agency
Federal Home Loan Bank Bnard
Federal Trade Commission
General Services Administration
International Communication Agency
International Development Cooperation Agency
International Trade Commission, United States
Interstate Commerce Commission
National Aeronautics and Space Administration
National Credit Union Administration
National Science Foundation
Nuclear Regulatory Commission iy
Office of Personnel Management
Pension Benefit Guaranty Corporation
Railroad Retirement Board
Small Business Administration
Tennessee Valley Authority
United States Postal Service
Veterans Administration o
Entities within the Executive Office of the President

I

s

»g’i:.f

&
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3.
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Attachment B
Bulletin No. 81-15

Definitions

Annual Cost of Operation -~ The estimated total cost of the full-time
equivalent of personnel allocated to an in-house performance of an activity
during a fiscal year, plus supplies and materials used. See definition of
Ypersonnel allocated" in this Attachment. ‘

Capital Investment -~ The estimate of the capitalized cost of facilities and

~ ‘equipment employed in the in-house operation of the activity. Capitalized

cost is determined by taking the.original cost and subtracting accumulated
depreciation.

Contracts -- Contracts for private sector performance -of . commercial/

‘Industrial activities in excess of $100,000 annually, except those awarded

under an authorized set-aside program, for services which the agency
determines could reasonably be performed in-house. 'Includes any activities
that have been converted from in-house to contract performance.

Government Commercial or Industrial Activity -- One which is operated and
managed by a Federal executive agency and which provides a product or
service that could be obtained from a private source. A representative, but
not comprehensive, listing of stch activities is provided in Attachment A to
OMB Circular No. A-76 (Revised). - An activity can be identified with an
organization or a type of work, but must be (1) separablé from other
functions so as to be suitable for performance either in<house or by contract
and (2) a regularly needed activity of an operational nature, not a one-time
activity of short duration associated with support of a particular project.

Informal Cost Study of a Contract -- An initial review of contract costs to

" determine whether it is likely that the work can be performied in-house at a

cost that is less than contract performance by 10 percert of Government
personnel related costs plus 25 percent of the cost of ownership of equipment

‘and facilities.” When this is determined to be likely, a formal cost comparison

is conducted following the provisions of OMB Circular No. A-76 (Revised) and
Supplement No. 1 to the Circular, the "Cost Compatison Handbook." -

New Start-- A newly established Government commercial or industrial
e ——— + .

activity, including a transfer of work from contract to in-house performance.
Also included is an expansion which would increase capital investment or
annual operating cost by 100 percent or more. S ‘

Personnel Allocated -- The full-time equivalent (FTE) of in-house personnel
resources (i.e., the workyears associated with full-time permanent appoint-
ments and other appointments subject to the FTE total employment ceilings
assigned by OMB) that are allocated to the performance of an activity during
a fiscal year. Include the FTE of appointments that are expected to be filled
during the fiscal year and to be allocated to an in-house activity.
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Attachment B
Page 2

Special Definitions for Exhibit 5

Audiovisual Activities Subject to OMB Circular No, A-114:

a.  Audiovisual Activities -~ Resources used to provide an al:jcéxowsgal
service or produce an audiovisual product. Resources include equip-
ment, facilities, personnel, supplies, and accessories.

b. - Audiovisual Equfpment -- Equipment  used for  the chgrging%
~ production, reproduction, processing, distribution, or exhibiting o
audiovisual products.

' iovisual Facilities -~ A building or space within a building, owned or

- é:::::éduééy the Government which houses either aqd audlovl::’t;gi
activity, audiovisual equipment, or a capabnhty.to. provide dan ta o
visual service. ~Space used 1o p}‘oduce an a_txdlp.vxsual product w
portable equipment shall be classified as an audiovisual facility.

d.  Audiovisual Services -- Those functions performed in thg pr,oductlonf,
reproduction, utilization, broadcasting, dlstrlputlon, an §torag:°tg_
audiovisual products, Included ar¢ such functions as scr.lptmg,d pdu o
graphy, film processing, videotape tyansfer, spund rec.ordmga :(111 recoprds
cation, tape or film. editing, audlowsuql media depos,ltg.ry. recors
center operations, and support and maintenance of audiovisual equip
ment and facilities.

e. . Audiovisual Products -~ Material c_:ontaining .sqund or vxsual_ 1ma§§;zri<;r
conveying a message; refers to sh'de sets, .fllm strips, motion p;lc d'sc)’
television (film, videotape, and disc); audio recording (tapedanf ls ’
and mixed media (any combination of two or more media) productions.

Audiovi ivities Subj Sircular No. A-1l4 - Other
Audiovisual Activities Not Subject to OMB ercuiar I i thet
gtildiovisual‘ includes, but is not limited to, still photography, st:ill pholt:_)
graphic processing, microfilming and other microforms, art and grap xg
services, and reproduction and duplication of still photography, arts, an
graphics.

g
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Attachment C
Bulletin 81-15

1

Instructions on Preparing the Exhibits

Each agency will submit information on implementation of OMB Circular No. A-7¢

as required by this OMB Builetin, The information will be prepared in the format
of Exhibits 1, 2, 3, 4, and 5. .

The information will be prepared on 8% x 11 paper as described below:

Exhibit 1. Provide siatus and planning information relating to in-house: activities,

contracts, and proposed new starts., Definitions for pertinent data elements are
contained in Attachment B.

Heading. Enter the name of the agency and the preparer's néme, title, and
telephone number. Enrter the date of submission of the report.

Section I - Parts A, B and C. Parts A and B should include data concerning
the agency inventory. The data in Part C should be found in the agency
review schedule. (The current inventory and review schedule are required by
paragraph 10 of OMB Circular No. A-76.)

Columns 1, 2 and 3. Enter summary data from the inventory and review
schedule. ,

~Column 4. Enter the full-time equivalent (FTE) of total personnel
allocated to the in-house activities covered. -

" Section II. Provide data on the size of the inventory and review planning
factors. 'lParagraph 10 of OMB Circular No. A-76 requires that contracts for"
commercial or industrial activities be inventoried and reviewed.) :

Columns | and 2. Enter summary data from {he agency inventory,
. Annual cost refers to the yearly (i.e., 12 month) cost of the contracts.

Column 3. For each fiscal year, indicate the number of contracts

scheduled for review. The source of the data is the agency review
schedule.

Section Il. Provide data on proposed new starts for each fiscal year, as
defined in Attachment B, Exclude those that result from review of
contracts, (The relationship of proposed new starts to the budget process is
described in paragraph 10.d of OMB Circular No, A-76.) . Include in this
section only those activities where the .agency has decided that in-house
performance is feasible, ‘ : ‘ .

Column 1. Indicate the number of proposed new starts included in the
fiscal year 1982 budget estimate and planned for fiscal year 1983.

/
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Aittachment C
Page 2

-

Column 2. Enter t}fé total number of fuu-time equivalent of personnel
that would be required if the activity were to be performed in-house,

Columns 3 and 4, Enter the total estimated costs associated with the
activities if performed in-house.

Exhibit 2. Provide backup detail to support the entries in Exhibit 1.

Section I - Parts A and B. These parts contain two unique entries. The

"reason code" identifies the reason that an activity is retained in-house.
These codes are defined in Attachment D. Use only one code. The "year of
next review" identifies the fiscal year in which the activity will be reviewed
for possible private sector performance. Agencies may use a code for other
data elements if a listing of the codes is provided with the report.

Section I - Part C. Provide a narrative description on how future reviews are

reflected in fiscal year '1982 and 19§3 budget estimates, as required by

Section 13 of OMB Circular No. A-11.

Section II. Relate the budget impacts pertaining to review of contracts for
possible in-house performance. Provide a narrative description on how this
affects the fiscal year 1982 and 1983 budget estimates,

Section Il In this section, provide a detailed list of proposed new starts not

resulting from contracts that have been included in the fiscal year 1982

budget estimates and are planned for fiscal year 1983. Include only those
Where a determination has been made that in-house performance is feasible.

Exhibit 3. Document the results of fiscal year 1980 reviews of in-house. activities,
contracts, and proposed new starts. .

Section [ - Part A. Include the summary data for those activities that remain
in-house after cost study.

Column 1. Enter the total number of activities.
—— -

Columns 2 and 3. Enter the totei,FTE of personnel a!loca?ted that was

- reduced through reorganizations “d$sociated with cost studies and the”

consequent personnel cost savings. To determine this, take the number

- of FTE of personnel allocated to the activity before the cost study minus
the number of FTE of personnel shown in the study, The difference is
the number of personnel reduced. Compute savings by considering
personnel related costs before the cost study minus personnel related
costs shown in the cost study.

Section I - Part B, Include summary data on those activitiés that converted
to contract as a result of cost studies.

e
A
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Attachment C
Page 3

Column ], Enter the total number of activities.

Column 2. Enter the total of annual cost savings for activities converted
to contract on the basis of cost. This is obtained by dividing the total of
l{ne 35 of each cost study by the total months covered by the study. This
figure is then multiplied by twelve to arrive at annual cost savings. The
results for all cost studies are then summed to arrive at the total annual
cost savings.

Column 3. Show the FTE of personnel allocated that were affected.
Count vacancies in this number.

Column 4., Show the numbers of actual persons {not FTE) that fall in
each category listed under the sub items of this column, ’

Sectifm I - Part C. Show the total number of activities continued in-house on
a basis other than cost.

Section I Include summary data on those contracts reviewed for possible in-
house performance, »

Column l(a). Enter the number of formal cost studies conducted,

‘ Qolumn 1(b). Enter the number of informal studies conducted as defined
in Attachment B. ‘ S .

Column 2(a). Enter the number converted to in-house operation,

Column 2(b). Enter the total annual cost savings defi \ .
Attachment. gs, as defined in this
N

Column 3fa). Enter the number retained under contract.

, Column 3(b). Enter the total annual cost savings, as defined in this

Attachment.

Section III - Part A. Include summary data from cost studies on propoéed new
starts not resulting from review of contracts,. = . o

Célumq 1(a); Enter the total number of activities initiated in-house on
the basis of a cost comparison.

Column 1(b). Enter the total full-time equivalent of personnel allocated
to operate the in-house activities. ' : '

Column I(c). Enter the total annual cost savin s as'd f | ‘
Attachment. : . 8 » as efined in this

h Coluvmn{ 2@a). Enter the total number of activities initiated by contract.

80-921 O~81—12
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' " Page §

Column 2(b). Enter the total annual cost of contracts. This is obtained
by dividing the total cost of a contract (including options) by the time
period covered by the contract. After conversion to annual costs, these
costs are then summed to make the entry.

Column 2(c). Enter the total annual cost savings, as defined in this
Attachment.

Section Il - Part B. Include summary data on new starts initiated on a basis
other than cost.

Column 1(a). Enter the total number of actmties initiated in-house on a
basis other than cost. « )

Column i(b). Enter the total full-t,imé equivalent of personnel allocated
to operate the in-house activities.

Column 1{c). For each sub item enter the appropriate cost.

Exhibit 4. Provide backup detail to support the entries in Exhibit 3.

Section I - Parts A and B. The source -of this data is the cost comparison
forms prepared 1| in_accordance with Supplement 1 to OMB Circular No. A-76.
For each cost study, enter the total for the required line from the form.,
Enter the period of time covered by the study.

Section I - Part C.- Make the appropriate entry for each activity continued
in-house on a basis other than cost.

Section Il - Parts A and B. The whrce of this data is the cost comparison
forms prepared in accordance with Supplement 1 to OMB Circular No. A-76.

» For each cost study, enter the total for the required line from the form.

Enter the period of time covered by the study.

Section I - Parts A and B. The source of this data is the cost comparison

. forms prepared in accordance with Supplement 1 to OMB Circuiar No. A-76.

For each cost study, enter the total for the required line from the form.
Enter the period of time covered by the study. >

Section IIi -~ Part C. Make the appropriate entry ior each activity initiated

in-house on a basis other than cost.

Exhibit 5. Provide detailed information on audiovisual activities subject to the
provisions of OMB Circulars No. A-76 and A-114. Special definitions for this
_ exhibit are contained in Attachment B.

.....

g

Section ] - Partt A and B, The entries for this section are similar to those of

t 2, ta provided here must also be contained in Exhibit | and'2,
After ll-t!ng all audiovisual activities by category, complete the total entry
for the specified columns. For activities not subject to OMB Circular No.
A-114, see the expanded listing of audiovisual products and services
contained in Attachment A to OMB Circulir A-76.
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Title
Telephone o
Date
Department of Government ' /<77

L

N

. Status Report on Invéntory and Scheduled Reviews for \
In-House Commercial or Industrial Activities, Contracts, and New

Govemment commercial or industrial activities:

A. 1981 activities with annual |
cost of operations of over $100,000." 4 v osones

“B. 1981 activitles with annual cos} of
operations of $100,000 or less.” «..ouvsevasen

Summary

Number of
Activities.
m

Total activities, «ovveevovenanrsnveravss
q ) C. 1981 activities scheduled for
review, by fiscal year of review.
\\E. o 1981 q.-u-on'A.Q-iat\dg:otuncntnod-'qo-
B ) 1982 .--.‘g-.gguuanco.ci--o.q-.-p.‘-o
1983 _ull'-cu-‘t'«t:‘tibn.cvnu.lo.mi.ilu.o
1981} N R E R R R N R S AL I R S O:‘If'!".‘:“:’
1985 i eisurovssrsbonsongerarenansin -
> 3 .
, ¥

\Zarts

Annual Cost

of Operation
'125

l

st o s
s
{

: (o8
\a

A

AN

R =

N Capital
Investment

Exhibit 1

o

o

Persai\el
Allocated
=

Q
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o

=
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Total
Total Annual
Number Cost
It 1 ) ) i 25
Il Contracts included
in the inventory:
In~House
Number Personnel Required
o . (2)
. Proposed new starts not resulting
from review of contracts:
A.  Included in fiscal 3
year 1982 budget.’
B, Planned for fiscal
year 1983 budget,
1Y Provide separate detalled list of activities per Exhibit 2,
2/ Provide Separate explanation on the effects of these reviews on the
estimates per Exhibit 2,
3/ Provide Separate detalled list of Proposed new starts per Exhiblt 2,
D

Y

o
_Scheduled for Review2

3
1981 1982 1983 1984
(a) ® () (@)

Estimated Estimated
Total Annual Total Capital

Cost of Operation Investment
(3; ()

R
8 ey

fiscal year 1982 and 1983 budget
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Exhibit 2 £
3 i
Departmént of Government . ‘ z
H ' ! Detailed List - R
Fiscal Year 1981 Status Report on Inventory and Scheduled Reviews ;
In-House Commercial or Industrial Activities and Contracts ‘
f I.  Government commercial or industrial activities: '
A. Activities with annual cost of operation of over $‘100,000.
’ In-Heuse In-House Costs 1 a
: Personnel Annual Cost - Capital Reason Year of .
Location Name of Activity Allocated of Operation Investment ' Code Next Review ;
— . - n
(Provide data for each 1981 activity.)
} B. Activities with annual cost of operations of $100,000 or less,
| In-House  __ In-House Costs . 1
Personnel Annual Cost Capital Reason Year of
Location Name of Activity o Allocated of Operation Investment Code Next Review
s (Provide data for each 1981 activity.)
1/ Use reason code specified in Attachment D.
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C. In-house activities that are scheduled for review. *
(%] A '
° b : - L A‘»VA 3 i : .‘1“ 2 - ) : I8 .
(Provide an explanation of the effect of these reviews on fiscal year 1982 and 1983 budget R s
- estimates, Show the effect on FTE of personnel resources required, compensatlon and other objects o!
+, expenditure by specifying the potential reductions in or reallocation of personnel, decreases in
the cost of agency operation, or changes in investment in capital equipment.)
. ;." . . ,,’l: . )‘? l - ‘. b
I, Contracts scheduled for review: R SR .
N i S o
) -1 . (Provide.an explanation of the effect of these reviews on fiscal year 1982 and 1983 budget estimates.)
1. Proposed new starts mcluded in fxscal year 198,2 budget estxmate and planned for the fiscal year 1983 budget estimates
' o fx T e L . Estimated
o Lo Estimated Annu_al Capital
o Location Activity Personnel Reqmred Cost of Operation lnvestment
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B Exhibit 3
{‘ l 7
b o
‘. Department of Government
i . _ Summary v
£ &\ Fiscal Year 1980 A-76 Reviews Conducted On Cost or Cther Basis
£ / - On Government Commercial or Industriai Activities and Contracts
2 / (And New Starts Initiated)
i .
; : I.  Government commercial or industrial activities: o
12 f A.  Continued in-house on basis of cost.
% ‘ 'Number qfl Personnel Allocated " Personnel Cost
v Activitles Reduced Savings
1 (2) 3 . ‘
B, Converteqw to contract on basls of cost, N
: | Line 35 o ' )
Number of Annual Cost Personnel Allocated .
Activities Savings Affected Persons Impacted
m (2) (3) ' B )]
, Rea : Terminated
a ' b
. ‘ ' Granted
Employed by Severance
Contractor Pay
C. Number of activities continued in-house on basis othet than co’st.2
Number of
Activities
o 1
, ' -
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II. ~ Contracts reviewed;
: Converted Retained
To In~H?use Under
Cost Studies Perfornied Operation Contract
(O ; 32»,5 1 3) 1
Liine 35 Line 35
: Annual Annual
Formal Informal No. Cost_Savings No. Cost Savings
a —m Ty O Ty "‘(‘)‘B‘b
o ,
.~ New starts not resultivgs %rom review of contracts:
A« Cost studles performed, !
, _Initiated In-House X Initlated by Contract
Line 35 Annual Line 35
Pfrsonne! Annual Cost Cost of Annual Cost
No, Allocated Savings No, Contracts Savings
Ta) B ON (© Tar () (©)
B Initiated in-house on: basis other than/‘?cost.

Initiated In-Hnusez‘
(1)

Pelrsonnel;
No. Allocated In-House Costs
fr ’(a- _h(—)___"b,
Annual :
. Cost Capltal
Operation .Investment
1Y
2/

Provide separate detailed list of actlvitles showling reasons per Exhibit 4,
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Provide backup detail on indlvidual activities and their costs-as shown on the cost compatison forms per Exhibit 4,
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Exhibit 4

Department of Government
. Detailed List ‘
Fiscal Year 1980 A-76 Reviews Conducted on Cost or Other Basis
On Government Commercial or Industrial Activities and Contracts
é*g : (and New Starts Inmated)

I. Government commercial or industrial activities reviewed:

A.  Continued in-house on basis of cost.

Amounts on Cost Comparison Form " Period of

Location Name of Activity Line 32 Line 33 Line 34 Line 35 Study
=teion _ i -
(Provide data for each activity,) 8
L B. Converted to contract on a cost basis. )
® : . Amounts on Cost Comparison Form Period of \\
Location Name of Activity Line 32 Lin€é 33  Line 3% Line 35 Study ‘

(Provide data for each activity,)

C. Activities continued on basis other than cost.

In-House In-House Costs : 1
Personnel Annual Cost Capital Reason
Location Name of Activity Alloca;ed of Operation Investment Code
" (Provide data for each activity.)
“ “\\,‘;
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o ‘ II. Contracts reviewed:
A. Converted to in-house operatian,
Amaunts an Cost Comparison For Perlod of
Lacation Name of Actlyity * LWe3[" LIn€33 = Ling 3% ~ Line 33 Study
{Provide.data for sach activity,)
B, Retained under contract,
‘ T Amounts on Cost Comparison Form Period of
Lecation  NameofActivity  [Tedl Lig33 Line3% Lhe® Sty
(Provide data for each activity,) "
, =3
Wy New starts nat resulting from review of contractsy <
A Cost studies performed - Initiated In-hause,
Amounts an Cost Comparisen Form Period of
Lacatian Name of Activity Bine 3l LInG33™ " Line 3 dne Atudy
| (Provide data for each activity,)
B, Cost studies performed « initiated by contract,
nparison Farm_ Perlod of
* (Provide data for each activity,)
) ™, \ ( h% ¢
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C. Initiated in-house on basis other than cost.

N
In-House: Cnsts

SRt e Y

e A e i

Annual Cost

1/ Use reason code specified in Attachment D,
i ) ¥
i
W
1
|
)
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\
0 1]
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!
[
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\

Location Name of Activity of Operation Investinent
) ¢ ‘ 4,‘,,;{?"rovide data for each activity.)
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Exhibit 5

Department of Government

Detailed List
Fiscal Year 1981 Status Report on Inventory and Scheduled Reviews

for

fﬁ-House Audiovisual Activities and Contracts

Government audiovisual activities:

A.  Activities subject to OMR Circular No, A-~114,

In-House In-House Costs 1
- Personnel Annual Cost . Capital Reason Year of
Location Allocated of Operation Investment Code

(Provide,data for each activity.)
Total

20 U

B.  Activities not subject to OMB Circular No. A-] 14,

- In~-House

«Next Revigw

In-House Costs 1
Personnel Annual Cost Capital Reason Year of
Location Allocated of Operation Investment Code Next Review
(Provide data for each activity.) -
e o’/\ Total o "
1/ Use reason code specified in Attachment D.
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Attachment D
Bulletin No. 81-15

REASON CODES
FOR IN-HOUSE OPERATIONS

EXPLANATION

Indicates that the activity provides intermediate or depot level
maintenance support of mission-essential equipment. (For Department
of Defense use only.)

Indicates that the activity is operated by military personnel and the
activity or military personnel assigned are utilized in or subject to
deployment in a direct combat support role, or the activity is essential
for training in skills exclusively military in nature, or the activity is
needed to provide appropriate work assignments for a rotation base for
overseas assignments,

Indicates procurement of a) product or service from a private,
commercial source would cause) an unacceptable delay or disruption of
an essential program. (Note: An individual determination and findings
in accordance with paragraph 8.a.(3) of the Circular must accompany
every activity using this code.)

Indicates that there is no satisfactory private, commercial source
capable of providing the product or service needed.

Indicates that based on a cost study the Government is providing the
product or service at a lower total cost than if it were acquired from a
private commercial source.

Indicates function is being performed in-house now, but decision to
continue in-house or contract is pending the results of a scheduled cost
comparison analysis. ' « :

Indicates function is being performed in-house now, but will be
converted to contract because of cost comparison analysis results.

Indicates function is being performed in-house now, but a decision has
been made to convert to contract for reasons other than cost. (To be
used only in highly unusual circumstances. A list of functions and
reasons for converting to contract must accompany the inventory
report for all instances where this code is used.)

Indicates method of performance has never been reviewed.
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