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GOVERNMENT-OWNED, CONTRACTOR-OPERATED 

RESEARCH FACILITIES  

Dur ing  our review a t  s i x  of DOE'S Government-owned, 

contractor-operated (GOCO) research f a c i l i t i e s ,  we found numerous 

internal  control problems over spec i f ic  functions. These major 

problems have been grouped into' tlie following categories: 

--inappropriate procurement pract ices ,  and 

--weak controls over property, payroll re la ted 

a c t i v i t i e s ,  and foreign t ravel .  

INAPPROPRIATE PROCUREMENT PRACTICES 

Our  review of procurement pract ices  a t  the GOCO's revealed 

two major problem areas: (1) DOE headquarters' practice of 

direct ing the laborator ies  to award contracts , and ( 2 )  laboratory 

procurement pract ices  for  consultants and other professionals. 

Many of the problems resul t ing from procurement of consultants 

were exacerbated DOE headquarters direct ing (2060s to procure 

spec i f ic  consultants, (consulting f i r m s  and services. 

DOE directed procurements -. - - .. . 

DOE has frequently directed operating contractors t o  procure 

cer ta in  services i n  order to  avoid Federal procurement safeguards. 

We were told by both DOE and contractor o f f i c i a l s  tha t  DOE directed 

procurements were carried out because of the delays i n  t h e  DOE 

procurement process and because the operating contractors could 

make awards f a s t e r ,  since laboratories are not required to follow 

a l l  aspects of the Federal and DOE procurement regulations. 
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. I  , , 

. .  , 

However, t h i s  p r a c t i c e  o f t e n  c i r c u m v e n t s  many o f  t h e  c o n t r o l s  

es tab l i shed  t o  protect  p u b l i c  monies  and e n s u r e  adhe rence  t o  

Federal  procurement  p o l i c i e s  and p r o c e d u r e s .  Also, t h i s  prac-  

t i c e  f o r c e s  t h e  o p e r a t i n g  c o n t r a c t o r s  t o  shun t h e i r  own p rocure -  

ment p o l i c i e s  and p r o c e d u r e s ,  

W e  i d e n t i f i e d  9 2  d i rec ted  procurements  of v a r y i n g  t y p e s  a t  

Argonne w i t h  an  estimated v a l u e  of $13 .4  m i l l i o n .  A t  one ex t r eme ,  

DOE o n l y  directs  t h e  s p e c i f i c  service t o  be p r o v i d e d ,  while i n  

other i n s t a n c e s ,  DOE i d e n t i f i e s  t h e  s u b c o n t r a c t o r  and specif ies  

t h e  cos t ,  i n  a d d i t i o n  t o  t h e  specific s e r v i c e .  The l a t t e r  

ex t reme c a u s e s  t h e  most problems because  Argonne i s  t h e n  r e q u i r e d  

t o  award a c o n t r a c t  n o n c o m p e t i t i v e l y  t o  a p r e s e l e c t e d  s o u r c e  a t  

a p rede te rmined  price. For i n s t a n c e ,  Argonne awarded a noncompe- 

t i t i v e  $ 6 0 0 , 0 0 0  c o n t r a c t  t.o a directed s o u r c e  even  though t h e  

c o n t r a c t  n e g o t i a t o r  b e l i e v e d  t h a t  other companies  were capable 

of b i d d i n g  on t h e  c o n t r a c t .  The o f f i c i a l  also b e l i e v e d  t h a t  t h e  

c o n t r a c t e d  amount was unduly  h i g h ,  b u t  because  t h e  procurement  

was directed,  t h e  c o n t r a c t i n g  o f f i c e r  was u n s u c c e s s f u l  i n  nego- 

t i a t i n g  a lower cost. In a n o t h e r  case, a c o n t r a c t i n g  o f f icer  f e l t  

t h a t  he w a s  u n a b l e  t o  n e g o t i a t e  a f a i r  and r e a s o n a b l e  price because 

t h e  f i r m  a p p a r e n t l y  knew t h e  amount of f u n d s  a l l o t t e d  for t h e  pro- 

curement .  

A t  Brookhaven, w e  were able t o  i d e n t i f y  11 directed pro- 

curements  va lued  a t  o v e r  $1.1 m i l l i o n .  N e i t h e r  t h e  labs t h a t  

awarded these c o n t r a c t s ,  n o r  DOE program managers  who directed 

t h e  p rocuremen t s  e v a l u a t e d  them t o  a s s u r e  t h a t  t h e  best p r i ce  
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was obtained or that sole source justifications were valid. 

Furthermore, while these procurements directly supported 

DOE headquarter's programs, some of them, according to a lab 

official, had little relevance to Brookhaven's mission. 

We also noted a number of directed procurements at Oak 

Ridge. In a letter dated October 1, 1980, the president of 

the operating contractor advised the Oak Ridge Operations Office 

of the practice of DOE directing the lab to 'subcontract with 

specific firms and attached a list of nine examples totaling 

over $ 4  million. He stated that in directed procurements, the 

lab does not verify capabilities, check out potential conflicts, 

nor confirm the validity of the selections. 

In a GAO report - 1/ issued in April of this year to the 
Chairman, Senate Committee on Energy and Natural Resources, GAO 

pointed out that DOE had directed laboratories to award subcon- 

tracts on a sole-source basis. Also, DOE'S  Office of Inspector 

General reported that DOE headquarter's personnel had directed 

another laboratory to award non-competitive contracts. 

In August 1981, while o u r  review was ongoing, the DOE 

Assistant Secretary for Management and Administration issued a 

memo prohibiting directed procurements for DOE headquarter's 

support services noting that the practice avoided normal procure- 

ment safeguards. Subsequently, DOE issued an order which prohib- 

ited these types of contracts. This should improve the situation, 

but according to DOE Chicago operations officials, DOE can still 

- l/"The Subcontracting Practices of Large Department of Energy 
Contractors Need to be Improved'' (EMD-82-35,  April 22, 1982) 
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di rec t  procurements  as long  as t h e  l a b o r a t o r y  h a s  been 

t e c h n i c a l  r e s p o n s i b i l i t y  f o r  t h e  work t o  be performed. 

a s s i g n e d  

Thus r 

w e  noted  three d i rec ted  procurement  awards a t  Argonne v a l u e d  

a t  o v e r  $ 3 0 4 , 0 0 0  t h a t  have occur red  s i n c e  August 1981,  and t w o  

more t h a t  were pending award i n  A p r i l  1982.  I n  our o p i n i o n ,  

directed procurements  cou ld  c o n t i n u e  t o  be a cause  of l a b o r a t o r y  

procurement  weaknesses.  Many of t h e  problems d i s c u s s e d  i n  t h e  

n e x t  s e c t i o n  involved  d i rec t  Procurements .  . 

Improper l a b o r a t o r y  s u b c o n t r a c t i n g  
f o r  c o n s u l t a n t s  

During o u r  rev iew,  w e  found a number o f  p r a c t i c e s  i n v o l v i n g  

s u b c o n t r a c t i n g  f o r  c o n s u l t a n t s  which appear t o  have l e d  t o  waste 

or misuse of Federal funds .  These prac t i ses  involved:  

--unwarranted sole source procurements ,  

- - the  improper use  o€ s u b c o n t r a c t o r s  t o  h i r e  

employees,  

- - r e t r o a c t i v e  e x e c u t i o n  of  c o n t r a c t u a l  agreements ,  

--lax c o n t r o l s  o v e r  payments f o r  s e r v i c e s ,  and 

- -ques t ionab le  h i r i n g  of former employees a s  

c o n s u l t a n t s ,  

Most of t h e  problems were found a t  Argonne and Brookhaven 

s i n c e  w e  reviewed s u b c o n t r a c t s  i n  d e t a i l  a t  these l o c a t i o n s  a t  

t h e  Subcommit tee 's  r e q u e s t ,  

Although Federal Procurement R e g u l a t i o n s  are n o t  d i r e c t l y  

a p p l i c a b l e  t o  t h e  procurement  a c t i v i t i e s  of these o n - s i t e  

o p e r a t i n g  c o n t r a c t o r s ,  t h e y  are  r e q u i r e d  t o  follow p r o c e d u r e s  
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. *  

which approximate most aspects of the Federal regulations and 

are intended to ensure full and free competition in order to 

obtain necessary goods and services at reasonable prices to the 

extent possible. Also, these procedures must ensure that 

procurements are made in the Government's best interest. 

Unwarranted sole-source 
procurements 

Sole-source, noncompetitive contracting has been a rela- 
. 

tively common practice at many of the contractor-operated labor- 

atories. For example, GAO pointed out in the report referred to 

in the previous section that 63 percent of the subcontracts over 

$10,000 at Sandia and 72 percent at qrgonne were noncompetitive. 

A number of weaknesses relating to sole-source procurements were 

discussed in that report. During our review, we also discovered 

a number of weaknesses involving noncompetitive procurements at 

three laboratories--Oak Ridge, Argonne, and Brookhaven. 

At Oak Ridge, for example, $15 to $20 million a year is 

spent*for research and development and technical assistance using 

basic ordering agreement (BOA) subcontracts, which, in our opinion, 

are vulnerable to waste and abuse because the specific work re- 

quired to be performed is not competitively awarded. BOA'S are 

not, in themselves, complete subcontracts, but are in essence 

prequalifying agreements which include negotiated labor and 

overhead rates and standard contract clauses. When a specific 

requirement for work in one of the task areas is identified, a 

letter release is issued to one of the BOA holders. The letter 

release specifies the work to be performed, estimated costs, 
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and f i x e d  f e e .  The l e t te r  release t o g e t h e r  w i t h  t h e  BOA c l a u s e s  

c o n s t i t u t e s  t h e  s u b c o n t r a c t .  

O f  t h e  3 3 1  l e t t e r  release s u b c o n t r a c t s  awarded by Oak 

R idge  d u r i n g  f iscal  1 9 8 0  and t h e  first h a l f  o f  f i s c a l  1 9 8 1 ,  o n l y  

11 invo lved  c o m p e t i t i o n .  I n  our o p i n i o n ,  t h i s  f a c t ,  combined 

w i t h  t h e  fact  t h a t  a l l  BOA s u b c o n t r a c t s  are cost  p l u s  f i x e d  fee, 

makes these t r a n s c a t i o n s  h i g h l y  v u l n e r a b l e .  

Fur thermore ,  t h e  v u l n e r a b i i i i y  i n h e r e n t  i n  sole-source 

awards is, i n  o u r  o p i n i o n ,  e x a c e r b a t e d  by a n  absence  o f  separa- 

t i o n  of d u t i e s  i n  t h e  BOA procurement  process. We b e l i e v e  t h e  

p r i n c i p l e  of s e p a r a t i o n  o f  d u t i e s  r e q u i r e s  t h a t  procurement  

special is ts  make a l l  c o n t a c t s  and conduc t  a l l  n e g o t i a t i o n s  w i t h  

p o t e n t i a l  vendors .  Except  t o  r e s o l v e  t e c h n i c a l  q u e s t i o n s ,  

r e q u i s i t i o n e r s  of t h e  s e r v i c e s  shou ld  have no c o n t a c t  w i t h  

p o t e n t i a l  vendors  u n t i l .  t h e  c o n t r a c t s  are consumated.  

We found,  however,  t h a t  i n  awarding BOA l e t t e r  releases,  

t h e  p u r c h a s i n g  depa r tmen t  is o f t e n  n o t  even  aware of t h e  r e q u i r e -  

ment u n t i l  a f t e r  t h e  s u b c o n t r a c t o r  has  been selected and a tech- 

n i c a l  and cost p r o p o s a l  o b t a i n e d .  The dange r  o f  t h i s  approach  

is ev idenced  by t h e  fact  t h a t  s e v e r a l  r e q u i s i t i o n e r s  t o ld  u s  

t h a t  t h e y  informed t h e  f i r m  selected t o  perform t h e  work of t h e  

amount of f u n d s  a v a i l a b l e  i n  Oak R i d g e ' s  budget  for t h i s  work. 

A s  m i g h t  be e x p e c t e d ,  t h e  f i r m ' s  proposed costs  a b o u t  e q u a l l e d  

t h e  amount budgeted.  For example,  i n  A p r i l  1981 Oak Ridge 

awarded a s u b c o n t r a c t  f o r  c o n c e p t u a l  d e s i g n s  and cost  estimates 

to  be used i n  a s t u d y  of a l t e r n a t i v e  ways of s u p p l y i n g  e n e r g y  
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t o  an  i n d u s t r i a l  pa rk .  The Oak Ridge 

for  moni tor ing  t h e  s t u d y  to ld  us  t h a t  

i n d i v i d u a l  r e s p o n s i b l e  

p r i o r  t o  t h e  subcon t rac -  

to r  submiss ion  of h i s  p r o p o s a l ,  he had informed t h e  subcontractor 

t h a t  $ 1 3 5 , 0 0 0  was a v a i l a b l e  i n  Oak R i d g e ' s  budget  t o  suppor t  

t h i s  e f f o r t .  The s u b c o n t r a c t o r ' s  cos t  p r o p o s a l  to ta led $ 1 3 5 , 0 0 0 .  

A t  Argonne, of t h e  77 c o r p o r a t e  p r o f e s s i o n a l  s e r v i c e  con- 

t r a c t s  w e  reviewed,  69 ( 9 0  p e r c e n t )  va lued  a t  $11 m i l l i o n  were 

so le - source  procurements .  Although many sol-e-source c o n t r a c t s  

w i t h  f i r m s  who p r o v i d e  Argonne w i t h  r e s i d e n t  c o n s u l t a n t s  were 

j u s t i f i e d  because t h e  f i r m s  o b s t e n s i b l y  provided  a unique s e r v i c e ,  

i n  s e v e r a l  cases, t h e  s k i l l s  and e d u c a t i o n a l  background o f  t h e  

p r o f e s s i o n a l s  make so le - source  procurements  appea r  t o  be un- 

war ran ted  . For example: 

- - A l l  13 c o n t r a c t s  w i t h  one i n t e r m e d i a r y  f i r m  were 

noncompe t i t i ve ly  awarded. Al though  t h e  j u s t i f i c a t i o n  

fo r  s o m e  of t h e  contracts  s ta ted that t h e  f i r m  would 

be used t o  "p rov ide  a t e c h n i c a l  t a l e n t  poo l  c o n s i s t -  

i ng  of h i g h l y  q u a l i f i e d  i n d i v i d u a l s  i n  v a r i o u s  

s c i e n t i f i c  and e n g i n e e r i n g  d i s c i p l i n e s "  some p r o f e s -  

s i o n a l s  had j u s t  g r a d u a t e d  from c o l l e g e  and had l i t t l e  

or no e x p e r i e n c e .  

--In a n o t h e r  case, a p r o f e s s i o n a l  had j u s t  r e c e i v e d  h i s  

unde rg radua te  degree i n  geology when h e  w a s  e n l i s t e d  

by Argonne t o  be a r e s i d e n t  c o n s u l t a n t .  H i s  o n l y  

p r i o r  work e x p e r i e n c e  was a temporary p o s i t i o n  a t  

Argonne w h i l e  a s t u d e n t .  

- 7 -  



I n  a n o t h e r  i n s t a n c e  a n o n c o m p e t i t i v e  award i n  t h e  amount 

of $215 ,000  was made despi te  t h e  a d v i c e  o f  Argonne 's  a t t o r n e y  

who found t h e  s o l e - s o u r c e  j u s t i f i c a t i o n  "weak and nonconvinc ing  . I '  

Our rev iew of t h e  s o l e - s o u r c e  j u s t i f i a t i o n  f o r  24 con- 

tracts and 1 0  work orders a t  Argonne, r e v e a l e d  i n a d e q u a t e  r e a s o n s  

i n  22 (71 p e r c e n t )  of t h e  cases. For example,  a j u s t  i f  i c a t  i o n  

t h a t  s t a t e s  "demons t r a t ed  e x p e r t i s e "  and t h e  " q u a l i t y  o f  work 

performed under  p r e v i o u s  basic o p e r a t i n g  agreements '  does 

n o t ,  i n  o u r  o p i n i o n ,  d e m o n s t r a t e  s u f f i c i e n t  need t o  award 

c o n t r a c t s  non-compe t i t i ve ly ,  

I n  an A p r i l  1982 r ev iew,  t h e  Chicago  O p e r a t i o n s  O f f i c e  re- 

ported t h a t  Argonne procurement  management c o n t i n u e s  t o  approve  

noncompe t i t i ve  awards t h a t  are n o t  war ran ted  on t h e  basis t h a t  

a vendor  has  performed a d e q u a t e l y  on pas t  p rocuremen t s ,  m a i n t a i n s  

re l iable  d e l i v e r y  s c h e d u l e s ,  is e x p e r i e n c e d  i n  his f i e l d ,  o r  does 

" p r o f e s s i o n a l  work." Moreover ,  t h e  r ev iew n o t e d  t h a t  t h i s  prac- 

t i ce  ' v i o l a t e s  DOE and F e d e r a l  r e g u l a t i o n s .  

A t  Brookhaven 6 of t h e  11 c o n t r a c t s  w e  rev iewed,  v a l u e d  

a t  $914,217, were awarded so le  s o u r c e .  Had l a b  procurement  

o f f i c i a l s  e v a l u t e d  t h e  DOE program o f f i c i a l s  j u s t i f i c a t i o n s  

for s o l e - s o u r c e  award t h e y  would have found,  as w e  d i d ,  t h a t  

t h e  j u s t i f i c a t i o n s  were n o t  v a l i d .  For example,  

--One c o n t r a c t  w a s  awarded s o l e - s o u r c e  because  t h e  

c o n t r a c t o r  "possesses a n  e x c e l l e n t  mix of g e o l o g i c a l  

and e n g i n e e r i n g  s c i e n c e s  e x p e r i e n c e  ta i lo red  specif i- 

c a l l y  t o  the pro jec t  needs." 
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--Another award was based on a 400 word n a r r a t i v e  

wh ich  j u s t i f i e d  t h e  sole-source award on t h e  con- 

tractors past e x p e r i e n c e  doing similar work f o r  

DOE and h i s  p rox imi ty  t o  Washington, D.C. 

I n  t h e  f irst  case, a DOE program o f f i c i a l  admi t ted  t h a t  

t h i s  c o n t r a c t o r  was n o t  t h e  o n l y  s o u r c e  t h a t  could  do t h e  work. 

H e  said t h e  c o n t r a c t o r  was chosen  because he needed t h e  work 

done promptly.  I n  t h e  second case- t h e  DOE program o f f i c i a l  

who directed' t h e  contract  sa id  Brookhaven awarded t h e  c o n t r a c t  

f o r  a d m i n i s t r a t i v e  convenience ,  because t h e  award would  take 

too long  i f  he went t h rough  h e a d q u a r t e r s .  However, Brookhaven 's  

t e c h n i c a l  r e p r e s e n t a t i v e  who w a s  r e s p o n s i b l e  f o r  m o n i t o r i n g  

t h e  c o n t r a c t  f e l t  it was too expens ive  and others c o u l d  have 

done t h e  work f o r  l ess ,  

The u s e  of  s u b c o n t r a c t o r s  
t o  h i r e  employees 

We also found t h a t  Argonne hires  p r o f e s s i o n a l s  t h rough  

i n t e r m e d i a r y  f i r m s  fo r  ex tended  periods of  time as a way t o  

c i rcumvent  employment c e i l i n g s ,  q u a l i f i c a t i o n  r e q u i r e m e n t s ,  

and t o  avoid l a b o r a t o r y  overhead.  T h i s  practice resu l t s  i n  

unnecessa ry  costs t o  t h e  Government. 

Argonne has  a number of  c o n t r a c t s  w i t h  c o n s u l t i n g  f i r m s  

t o  h i r e  c o n s u l t a n t s  t o  work f u l l - t i m e  and s ide  by s i d e  w i t h  

Argonne employees doing t h e  same kind  of work. Many of these 

r e s i d e n t  c o n s u l t a n t s  had worked a t  t h e  l a b o r a t o r y  as  s t u d e n t  

associates and were l a t e r  referred t o  t h e  c o n s u l t i n g  f i r m  so  

t h e y  could  be employed as r e s i d e n t  c o n s u l t a n t s .  
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We were informed t h a t  some r e s i d e n t  c o n s u l t a n t s  were in-  

d i r e c t l y  h i r e d  because  of  l a b o r a t o r y  employment c e i l i n g s  o r  

q u a l i f i c a t i o n  r e q u i r e m e n t s .  Fur thermore ,  a number of program 

d i v i s i o n s  a t  Argonne h i r e d  r e s i d e n t  c o n s u l t a n t s  i n s t e a d  of 

f u l l - t i m e  employees t o  a v o i d  t h e i r  share of l a b o r a t o r y  ove rhead .  

T h i s  practice is w a s t e f u l  i n  t h a t  Argonne pays  overhead  and 

p r o f i t  ra tes  of 5 1  t o  1 8 4  p e r c e n t  i n  a d d i t i o n  t o  t h e  
. 

salaries t o  these f i r m s .  For  example: 

--We found t h a t  s i x  former and c u r r e n t  r e s i d e n t  

t a n t s  had been i n i t i a l l y  r e c r u i t e d  by Argonne 

c o n s u l t a n t s  

consu l -  

and 

s u b s e q u e n t l y  r e f e r r e d  t o  one  i n t e r m e d i a r y  f i r m  so 

Argonne cou ld  o b t a i n  t h e i r  s e r v i c e s  under  c o n t r a c t  

ra ther  t h a n  h i r i n g  them d i r e c t l y .  Although these 

i n d i v i d u a l s  ea rned  a salary comparable to  t h a t  of 

t h e i r  Argonne employee c o u n t e r p a r t s ,  t h e  laboratory 

pays an a d d i t i o n a l  7 0  p e r c e n t  t o  cove r  t h e  i n t e r m e d i a r y  

. f i r m ' s  overhead  and p r o f i t  markup. 

--Because of a h i r i n g  f r e e z e p  a t e c h n i c a l  d i v i s i o n  

referred a c h e m i s t  t o  an i n t e r m e d i a r y  f i r m  a f t e r  

he had applied for d i rec t  employment w i t h  t h e  

laboratory. Argonne paid t h e  f i r m  a 54 p e r c e n t  

markup i n  a d d i t i o n  t o  t h e  c h e m i s t ' s  wages d u r i n g  

t h e  p e r i o d  lie was employed. 

We i n t e r v i e w e d  1 0  c u r r e n t  or former r e s i d e n t  c o n s u l t a n t s  

t o  d e t e r m i n e  t h e  n a t u r e  of t h e i r  involvement  a t  Argonne. T h e i r  

employment as r e s i d e n t  c o n s u l t a n t s  averaged  o v e r  26 months.  One 

r e s i d e n t  c o n s u l t a n t  was employed fo r  o v e r  4 y e a r s .  Seven o f  
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t h e  1 0  p r o f e s s i o n a l s  s t a t e d  t h a t  Argonne o f f i c i a l s  referred 

them to  t h e  f i r m s  f o r  i n d i r e c t  employment a t  t h e  laboratory,  

and 6 of them had p a r t i c i p a t e d  i n  Argonne 's  s t u d e n t  program 

w h i l e  i n  c o l l e g e .  I n  a l l  b u t  one case, t h e i r  employment w i t h  

t h e  i n t e r m e d i a r y  f i r m  was based  upon t h e  c o n t i n u a t i o n  o f  work a t  

t h e  l a b o r a t o r y  . 
Many r e s i d e n t  c o n s u l t a n t s  l a t e r  became Argonne employees. 

I n  a comparison of  t h e s e  i n d i v i d u a l s '  h o u r l y .  e a r n i n g s  and f r i n g e  

b e n e f i t  cos t  as  Argonne employees t o  t h e i r  cost as r e s i d e n t  

c o n s u l t a n t s ,  w e  estimate t h a t  Argonne p a i d  between 2 .2  and 66 .3  

p e r c e n t  more by employing them as r e s i d e n t  c o n s u l t a n t s  r a t h e r  

t h a n  h i r i n g  them d i r e c t l y  as employees as shown below. 

Comparison of Hour ly  Costs 

R e s i d e n t  I n t e r m e d i a r y  Argonne D i f f e r e n c e  
C o n s u l t a n t  F i r m  Employee P e r c e n t a g e  

A $ 13.86 $ 14.25 $ (  0.39) ( 2 * 7 )  
B 34.86 20.95 13.59 64.9 
C 28 .6S 17 a 23 11 . 42 66.3 
D .  1-7 0 01 15.17 1.84 12 .1  
E 15.lO 14.77 0.33 2.2 
F 12.31 10 . 49 1.82 17.3 
G 26 ea9 17 . 03 9.16 53 0 8  

The i n c r e a s e d  long t e r m  cost  of  u s i n g  f i r m s  t o  i n d i r e c t l y  

employ p r o f e s s i o n a l s  is s u b s t a n t i a l .  F o r  example,  Argonne p a i d  

a f i r m  $52,900 f o r  t h e  s e r v i c e s  of a r e s i d e n t  c o n s u l t a n t  d u r i n g  

t h e  1 2  months p r io r  t o  t h e  t i m e  he became a n  Argonne employee. 

However, t h e  same i n d i v i d u a l ,  do ing  t h e  same job, now e a r n s  

o n l y  $31,740 a n n u a l l y  as a n  Argonne employee. Even a f t e r  

a c c o u n t i n g  f o r  f r i n g e  b e n e f i t s ,  Argonne s t i l l  cou ld  have saved  
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o v e r  $19,000 a n n u a l l y  by d i r e c t l y  o b t a i n i n g  t h e  i n v i d i d u a l ' s  

s e r v i c e s  as a r e g u l a r  employee. W e  estimate t h a t  Argonne 

i n c u r r e d  o v e r  $230,000 i n  u n n e c e s s a r y  costs  from J u n e  1977 t o  

March 1982 by i n d i r e c t l y  employing 58 r e s i d e n t  c o n s u l t a n t s  f o r  

t w o  of t h e  f i r m s  i n c l u d e d  i n  our sample.  W e  a l s o  no ted  t h a t  

one  Argonne d i v i s i o n  had been b i l l e d  $7.2 m i l l i o n  s i n c e  1977 

by i n t e r m e d i a r y  f i r m s  o f  which $ 4  m i l l i o n  cove red  t h e  f i r m s '  

ove rhead  and p r o f i t  markups,  W e  were u n a b l e  t o  d e t e r m i n e  t h e  

added costs of  t h i s  a r rangement  b u t  w e  b e l i e v e  t h e y  cou ld  be 

s u b s t a n t i a l .  

. --  

We also found t h a t  Argsnne c o n t r a c t s  w i t h  temporary h e l p  

a g e n c i e s  i n  t h e  Washington,  D.C., area t o  p r o v i d e  p r o f e s s i o n a l s  

who i n  some cases Argonne o r i g i n a l l y  r e c r u i t e d .  The l a b o r a t o r y  

pays  overhead and f e e s  as h i g h  as 50 p e r c e n t  i n  a d d i t i o n  t o  

p r o f e s s i o n a l s '  h o u r l y  rates.  We estimate t h a t  Argonne c o u l d  

have saved  $45,543 betwen J u l y  1980 and J a n u a r y  1982 by d i r e c t l y  

c o n t r a c t i n g  w i t h  t h e  p r o f e s s i o n a l s  i n s t e a d  o f  u s i n g  temporary  

h e l p  a g e n c i e s  . 
R e t r o a c t i v e  e x e c u t i o n  of 
c o n t r a c t u a l  ag reemen t s  

Management c o n t r o l s  o v e r  t h e  procurement  o f  s e r v i c e s  f rom 

. - -  

c o n s u l t i n g  f i rms  are f u r t h e r  weakened when c o n t r a c t u a l  ag ree -  

ments  are  execu ted  r e t r o a c t i v e l y .  T h i s  pract ice  f a c i l i t a t e s  

abuse  because  t h e  r e q u i s i t i o n e r  may have a u t h o r i z e d  work wi th-  

o u t  i n v o l v i n g  t h e  laboratory 's  procurement  experts ,  t h u s ,  

avoiding t h e  accompanying p r o c e d u r a l  s a f e g u a r d s ,  such as com- 

p e t i t i o n  o f  s o u r c e s ,  d e t e r m i n a t i o n  of c o n t r a c t o r  r e s p o n s i b i l i t y ,  
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and p r i c e / c o s t  a n a l y s e s .  Argonne 's  p o l i c y  a l so  discourages 

the  a u t h o r i z a t i o n  of work p r i o r  t o  t h e  e x e c u t i o n  o f  a fo rma l  

c o n t r a c t  except f o r  p a r t i c u l a r  cases when t h e  need i s  f u l l y  

j u s t i f i e d .  

N e v e r t h e l e s s ,  o u r  rev iew o f  37 c o n t r a c t s  w i t h  c o r p o r a t e  

p r o v i d e r s  of p r o f e s s i o n a l  s e r v i c e s  d i sc losed  t h a t  57 p e r c e n t  

were n o t  executed  u n t i l  app rox ima te ly  1 month or more a f t e r  

t h e  work had a l r e a d y  started. F o r -  example, one c o n s u l t i n g  

f i r m  i n c u r r e d  o v e r  $53 ,000  i n  c h a r g e s  by beginning  work o v e r  

5 months b e f o r e  t h e  c o n t r a c t  was executed .  

Lax c o n t r o l s  o v e r  payment 
f o r  services 

During o u r  rev iew of c o n t r o l s  ove r  a p p r o v a l  fo r  

payments f o r  c o n s u l t i n g  s e r v i c e s ,  w e  found i n d i c a t i o n s  of weak- 

n e s s e s  a t  a number of  laborator ies .  F o r  example: 

--In e i g h t  of t h e  t e n  cases w e  reviewed a t  Argonne, 

employees were n o t  i n  a p o s i t i o n  t o  r e a s o n a b l y  

' a t t e s t  t h a t  t h e  s e r v i c e s  were provided .  One approv- 

ing  o f f i c i a l  had n o t  m e t  t h e  c o n s u l t a n t  and o n l y  

b r i e f l y  ta lked  w i t h  him ove r  t h e  t e l ephone  two o r  

three t i m e s .  The c o n t r a c t o r  neve r  provided  t h e  

l a b o r a t o r y -  w i t h  h i s  work p r o d u c t s ,  y e t  t h e  o f f i -  

c i a l  approved $ 1 9 , 2 0 0  i n  fees w i t h o u t  knowing i f  

t he  claim was correct. W e  d i scove red  t h a t  t h i s  

c o n s u l t a n t  was working fo r  a n o t h e r  Government 

agency d u r i n g  some of t h e  same hours  he  claimed 

he was working on t h i s  c o n t r a c t .  
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--At Oak Ridge, an employee required to monitor a 

subcontract in excess of $500,000 had never spoken 

with a representative of the subcontractor and re- 

ceived only a few complementary copies of progress 

reports. Yet, he was required to certify that the 

work was done under the terms of the contract. 

At Brookhaven the authorized representative for a con- 

s u l t a n t  contract, which was directed by DOE, performed basically 

clerical functions and had no technical responsibilities. 

According to the authorized representative, she has not seen 

the consultant's work, nor met him. Although she had occasional 

telephone conversations with him, she has had no technical in- 

volvement in his work. She also questioned whether Brookhaven 

should be involved at all on the contract. According to her 

supervisor, DOE used Brookhaven as a conduit only to award the 

contract. Although the representative has not seen any work 

or reports from the consultant, she certified that the work was 

performed and she authorized payments to be made to him. 

, -- 

Questionable hiring of former 
employees - to provide 
professional services 

At two laboratories, we noted potential problems concerning 

the hiring of former employees as consultants. While this 

situation does not in itself represent a conflict-of-interest, 

it does raise a question as to the degree of influence, if anyl 

used by former employees in obtaining contracts. Oak Ridge, 

for example, had contracts with 144 individuals to provide 

.. . 

.- 

consulting services. of these, 39 (27 percent) were former 
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employees of  t h e  laboratory.  

I n  a number of  cases, t h e  former  employees were g i v e n  

c o n s u l t i n g  c o n t r a c t s  t h e  day a f t e r  t h e y  t e r m i n a t e d  employment 

w i t h  t h e  l a b o r a t o r y .  F r e q u e n t l y ,  t h e s e  c o n t r a c t s  are  ex tended  

f o r  long  p e r i o d s  of time. For example, i n  one case, p r ior  t o  

an employee ' s  r e t i r e m e n t ,  t h e  d i v i s i o n  d i r e c t o r  s i g n e d  a r e q u e s t  

t o  employ t h i s  pe r son  as a c o n s u l t a n t  on  projects which t h e  

r e t i r i n g  employee had p roposed . .  The c o n s u l t a n t  s u b c o n t r a c t  

was renewed f o r  3 s u c c e s s i v e  y e a r s .  Over t h e  4 year p e r i o d ,  t h i s  

former employee was paid $57,342 fo r  t h e  e q u i v a l e n t  of 1.26 y e a r s  

of work. 

While  Argonne d o e s  n o t  keep r e c o r d s  on  employees who work 

as  e i t h e r  i n d i v i d u a l  c o n s u l t a n t  or fo r  corporate c o n t r a c t o r s ,  

w e  i d e n t i f i e d  31  fo rmer  employees who worked as c o n s u l t a n t s  

d u r i n g  f i s c a l  19%1 and were p a i d  $170,000. W e  found t h e  fo l low-  

i n g  examples  of q u e s t i o n a b l e  practices:  

--A laboratory e n g i n e e r  r e c e i v e d  a $33,900 bonus a s  

an i n c e n t i v e  t o  pa r t i c ipa t e  i n  a special e a r l y  

r e t i r e m e n t  program. Although Argonne j u s t i f i e d  t h e  

special  r e t i r e m e n t  program as a basis  f o r  t e r m i n a t i n g  

" o l d e r ,  less p r o d u c t i v e  employees whose s e r v i c e s  have 

become less  i m p o r t a n t , "  t h i s  re t i ree  was l a t e r  awarded 

a noncompe t i t i ve  c o n t r a c t  f o r  mechanc ia l  d e s i g n  work. 

According t o  t h e  r e t i r ee ' s  s u p e r v i s o r ,  t h e  i n d i v i d u a l  

is now doing  e x a c t l y  t h e  same work f o r  $175 a day  as  

he d i d  as  a l a b o r a t o r y  employee. 
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--Argonne acquired t h e  s e r v i c e s  of a former  employee 

through an e n g i n e e r i n g  f i rm  less t h a n  2 months 

a f t e r  she l e f t  t h e  emgloyment of t h e  l a b o r a t o r y .  

She worked as an a d m i n i s t r a t i v e  a s s i s t a n t  i n  

Washington, D.C., i n  a p o s i t i o n  p r e v i o u s l y  h e l d  by 

a n  Argonne s t a f f  member. Under t h i s  new ar rangement  

t h e  former employee was p a i d  a t  almost twice h e r  former  

salary.  Because t h e  l a b o r a t o r y  w a s  also paying . the  

f i r m  i n d i r e c t  c h a r g e s  o f  147 p e r c e n t ,  Argonne 's  a n n u a l  

cost f o r  u s ing  t h i s  former employee i n c r e a s e d  from 

S l l f 4 4 0  t o  $48,512. She was l a t e r  r e h i r e d  as an employee 

by t h e  l a b o r a t o r y .  

--Argonne awarded a noncompet i t ive  $1.6 m i l l i o n  con- 

t r a c t  t o  an e n g i n e e r i n g  f i r m  whose p r e s i d e n t  was a 

former employee. The c o n t r a c t  was used t o  i n d i r e c t l y  

h i r e  p r o f e s s i o n a l s  t o  work a t  t h e  l a b o r a t o r y .  Although 

Argonne o f f i c i a l s  r e f e r r e d  most of t h e  p r o f e s s i o n a l s  

h i r e d  by the f i r m ,  t h e  l a b o r a t o r y  paid t h e  f i r m  a 70 

p e r c e n t  markup i n  a d d i t i o n  t o  t h e  s a l a r y  of t h e  f i r m ' s  

employees used on t h e  c o n t r a c t .  According t o  t h e  

f i r m ' s  p r e s i d e n t f  he sugges t ed  t o  Argonne t h a t  t h e  

l a b o r a t o r y  use h i s  f i r m  t o  i n d i r e c t l y  employ p r o f e s -  

s i o n a l s .  

To p r e v e n t  " r e v o l v i n g  door" abuses, t h e  O f f i c e  of Manage- 

ment and Budget C i r c u l a r  A-120 d i rec t s  a g e n c i e s  no t  t o  g i v e  

former Government employees preference when h i r i n g  c o n s u l t a n t s .  

The C i r c u l a r  a lso s ta tes  t h a t  c o n s u l t i n g  s e r v i c e s  w i l l  normal ly  
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be o b t a i n e d  o n l y  on an i n t e r m i t t e n t  or temporary basis; r e p e a t e d  

or extended ar rangements  are n o t  t o  be e n t e r e d  i n t o  e x c e p t  under  

e x t r a o r d i n a r y  c i r cums tances .  

WEAK CONTROLS OVER PROPERTY, 
PAYROLL AND FOREIGN TRAVEL 

I n  a d d i t i o n  t o  i n a p p r o p r i a t e  procurement pract ices  a t  

GOCO's, w e  found p r o p e r t y  management weaknesses a t  s e v e r a l  

l abs .  G e n e r a l l y ,  these problems inc luded  i n a d e q u a t e  i n v e n t o r y  . -  
practices and i n e f f e c t i v e  p rocedures  fo r  marking and c o n t r o l l i n g  

p e r s o n a l  p r o p e r t y  items. F u r t h e r ,  w e  found i n d i c a t i o n s  o f  

e x c e s s  or unneeded items on hand a t  s e v e r a l  laborator ies .  I n  

p a y r o l l  related areas, w e  found l a x  t i m e  and a t t e n d a n c e  prac-  

t ices,  inadequa te  control  o v e r  reimbursement for  o u t s i d e  educa- 

t i o n ,  i nadequa te  s a f e g u a r d s  o v e r  n e g o t i a b l e  i n s t r u m e n t s ,  and a 

f a i lu re ,  i n  one i n s t a n c e ,  t o  o b t a i n  DOE'S approva l  as r equ i r ed  

fo r  salaries p a i d  o v e r  a s p e c i f i e d  amount, W e  a l so  found some 

weaknesses i n  t h e  control of f o r e i g n  t r a v e l  r e s u l t i n g  from 

i n c o n s i s t e n t  implementa t ion  of DOE f o r e i g n  t r a v e l  r e g u l a t i o n s  

and inadequa te  DOE o v e r s i g h t .  

Need f o r  improved c o n t r o l s  
o v e r  p r o p e r t y  

G e n e r a l l y ,  we found t h a t  a l l  l a b s  had e s t ab l i shed  p r o p e r t y  

management sys t ems .  However, some laborator ies  were n o t  folJow- 

i n g  DOE p r o p e r t y  management r e g u l a t i o n s  and,  as a r e s u l t ,  had 

weaknesses wh ich ,  i f  l e f t  u n c o r r e c t e d ,  could make Government 

p r o p e r t y  u n n e c e s s a r i l y  v u l n e r a b l e  t o  t h e f t ,  waste, and misuse .  

These  weaknesses inc luded  i n e f f e c t i v e  i n v e n t o r y  p r a c t i c e s  and 

inadequa te  p o l i c i e s  and p rocedures  a t  some l abs  f o r  a s s u r i n g  

d- 

CY 
d 
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t h a t  a l l  p r o p e r t y  i t e m s  are marked and p r o p e r l y  c o n t r o l l e d .  

DOE has developed p r o p e r t y  management r e g u l a t i o n s  f o r  

v a r i o u s  t y p e s  of p r o p e r t y  i n c l u d i n g  moveable c a p i t a l  equipment 

and s e n s i t i v e  i t e m s .  S e n s i t i v e  items are d e f i n e d  as  p e r s o n a l  

p r o p e r t y  which i s  s u s c e p t i b l e  t o  t h e f t  because t h e y  are a t t r a c t i v e  

f o r  p e r s o n a l  use or can be r e a d i l y  sold.  S e n s i t i v e  items i n c l u d e  

s u c h  t h i n g s  as  c a l c u l a t o r s ,  cameras, p r o j e c t o r s ,  t e l e v i s i o n s ,  and 

t y p e w r i t e r s .  According t o  t h e s e  r e g u l a t i o n s ,  s e n s i t i v e  Govern- 

ment p r o p e r t y ,  must be s p e c i a l l y  marked, s e c u r e d ,  and p h y s i c a l l y  

i n v e n t o r i e d  a t  least  once a y e a r .  

I n e f f e c t i v e  i n v e n t o r i e s  

S e v e r a l  of  t h e  labs had weak p rocedures  f o r  i n v e n t o r y i n g  

c a p i t a l  and s e n s i t i v e  equ ipnen t .  We found t h a t  i n v e n t o r i e s  were 

n o t  done p r o p e r l y  and t h a t  i n v e n t o r y  c y c l e s  d i d  n o t  conform t o  

DOE r e g u l a t i o n s .  

I n v e n t o r i e s  s h o u l d  be conducted by someone o the r  t h a n  t h e  

c u s t o d i a n s  who are r e s p o n s i b l e  and accoun tab le  fo r  p r o p e r t y  

e n t r u s t e d  t o  them,,  F a i l u r e  t o  do so v i o l a t e s  t h e  i n t e r n a l  

c o n t r o l  p r i n c i p l e  of s e g r e g a t i o n  o f  d u t i e s .  A t  s e v e r a l  l abs  

t h e  c u s t o d i a n s  of c a p i t a l  and s e n s i t i v e  i t e m s  were r e s p o n s i b l e  

for  conduct ing  t h e  i n v e n t o r i e s , ,  As a r e s u l t ,  t h e y  have t h e  

p o t e n t i a l  t o  c o n v e r t  t h e  p r o p e r t y  t o  t h e i r  own use  and c o n c e a l  

t h e  t r a n s a c t i o n .  Therefore, an independent  r ev iewer  shou ld  

conduct  t h e  i n v e n t o r y  i n  order t o  p r e v e n t  improper t r a n s a c -  

t i o n s  from o c c u r r i n g .  

The  resu l t s  of our samples  show what can happen when t h e  

p rope r  degree of independence is l ack ing .  A t  F e r m i  and Argonne, 

x 
L 7  
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for  example,  c u s t o d i a n s  could n o t  locate  many s e n s i t i v e  i t e m s  

t h a t  were charged t o  them. A t  Argonne, 20 o u t  of 230 i t e m s  

i n  o u r  sample could  n o t  be found even though c u s t o d i a n s  had 

" v e r i f i e d "  t h e i r  e x i s t e n c e  a month ear l ier .  Fe rmi  c u s t o d i a n s  

a l so  could  n o t  f i n d  29 o f  204  i t e m s  i n  o u r  sample.  The mis s ing  

i t e m s  i nc luded  cameras, p r o j e c t o r s ,  tape recorders, and type-  

writers. 

The r e s u l t s  of a Sand ia  inven-tory conducted by independent  

p a r t i e s  a lso demonst ra ted  t h e  e f f e c t s  of a l lowing  equipment  

c u s t o d i a n s  t o  i n v e n t o r y  items for which t h e y  have r e s p o n s i b i l i t y .  

A f i s c a l  y e a r  1931 wall-to-wall p h y s i c a l  i n v e n t o r y  conducted 

by an independent  newly e s t ab l i shed  g roup ,  showed t h a t  s h o r t a g e s  

to ta led  $1.97 m i l l i o n  and 4,536 overages  t o t a l l i n g  $ 3 . 0 7  m i l l i o n .  

F u r t h e r m o r e ,  a t  t w o  labs--0akridge and Brookhaven--the 

i n v e n t o r y  c y c l e s  of c a p i t a l  and s e n s i t i v e  i t e m s  d i d  n o t  meet 

DOE i n v e n t o r y  r equ i r emen t s .  Five-year  i n v e n t o r y  c y c l e s  fo r  

cap i ta l  equipment used by Oak Ridge  were s i g n i f i c a n t l y  l o n g e r  

than  t h e  two-year i n t e r v a l s  p r e s c r i b e d  i n  DOE r e g u l a t i o n s ;  

and, i n  o u r  o p i n i o n ,  too long t o  e f f e c t i v e l y  s e r v e  t h e  bas ic  

pu rposes  of p h y s i c a l  i n v e n t o r i e s .  Both t h e  c o n t r a c t o r  and 

DOE o f f i c i a l s  to ld  u s  t h a t  a waiver  had been g r a n t e d  i n  1959 

p e r m i t t i n g  t h e  l o n g e r  i n v e n t o r y  c y c l e s  a t  Oak Ridge.  

A l s o ,  n e i t h e r  Oak Ridge no r  Brookhaven had complied w i t h  

t h e  r equ i r emen t  t o  conduct  annua l  i n v e n t o r i e s  of s e n s i t i v e  i t e m s .  

I n s t e a d ,  t hey  both i n v e n t o r y  s e n s i t i v e  i t e m s  e v e r y  t w o  y e a r s .  

Whi le  o u r  rev iew was ongoing,  Brookhaven implemented new pro- 

cedures  which  inc luded  an  annual  i n v e n t o r y  of s e n s i t i v e  items. 



I n a d e q u a t e  po l i c i e s  and p r o c e d u r e s  
for assuring that items are marked 
and p r o p e r l y  c o n t r o l l e d  

A t  s e v e r a l  of t h e  l a b s ,  we found t h a t  many i t e m s  were n o t  

a d e q u a t e l y  c o n t r o l l e d  because  of (I) t h e  po l i c i e s  of some labs  

n o t  t o  c o n t r o l  s e n s i t i v e  items despi te  t h e i r  s u s c e p t i b i l i t y  t o  

t h e f t ,  ( 2 )  f a i l u r e  of some labs t o  p r o p e r l y  i d e n t i f y  and t a g  

items, ( 3 )  f a i l u r e  of some labs t o  p r o v i d e  a d e q u a t e  account -  

a b i l i t y  o v e r  items, and ( 4 )  f a i l u r e  t o  document p r o p e r t y  move- 

ments  or t r a n s f e r s .  These  problems,  i n  c o n j u n c t i o n  w i t h  inade-  

q u a t e  i n v e n t o r y  p r o c e d u r e s ,  r e s u l t  i n  e x c e s s  and u n s e r v i c e a b l e  

i t e m s  i n  i n v e n t o r y  and make t h e f t  of Government p - o p e r t y  more 

1 i k e l y  e 

DOE r e g u l a t i o n s  r e q u i r e  t h e  l a b s  t o  i d e n t i f y  and t a g  

equipment  upon r ece ip t ,  a p p o i n t  p r o p e r t y  c u s t o d i a n s ,  and 

keep a c c u r a t e  and re l iable  records as t o  t h e  loea t ion  and 

a c c o u n t a b l e  p e r s o n s .  A d d i t i o n a l l y ,  s e n s i t i v e  o r  t h e f t -  

prone  items shou ld  be s p e c i a l l y  c l a s s i f i e d  and c o n t r o l l e d .  

Regarding t h e  l abs '  pol ic ies  for  c o n t r o l l i n g  s e n s i t i v e  

o r  t h e f t  p rone  items, w e  found t h a t  t w o  l abs  exc luded  items 

c o s t i n g  $500 or more from s e n s i t i v e  p r o p e r t y  c o n t r o l s  desp i t e  

t h e i r  t h e f t  p r o n e  n a t u r e .  These  i t e m s  m i g h t ,  i n  f a c t ,  be more 

s u s c e p t i b l e  t o  t h e f t  because  of t h e i r  g r e a t e r  v a l u e .  As a 

r e s u l t ,  a s i g n i f i c a n t  amount o f  t h e  Government 's  i n v e s t m e n t  

i n  property does n o t  r e c e i v e  the  d e g r e e  of c o n t r o l  n e c e s s a r y  

t o  p r e v e n t  misuse  and t h e f t .  F o r  example,  a t  t h e  Argonne l a b  

almost $ 2 . 1  m i l l i o n  w o r t h  o f  e lec t r ic  t y p e w r i t e r s ,  cameras, 

movie p r o j e c t o r s ,  and t r a n s c r i b e r s  were n o t  c o n t r o l l e d  as 
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s e n s i t i v e  items, d e s p i t e  t h e  f ac t  t h a t  e l ec t r i c  t y p e w r i t e r s  

are f r e q u e n t l y  r e p o r t e d  as s t o l e n  a t  Argonne. 

The second l a b ,  Brookhaven, had o v e r  2 , 0 0 0  s e n s i t i v e  

items c o s t i n g  o v e r  $500 w i t h  a t o t a l  v a l u e  of  $ 3 . 7  m i l l i o n .  

These  items inc luded  315 e l e c t r o n i c  ca lcu la tors  va lued  a t  

almost $ 9 0 0 , 0 0 0 ;  750  e lec t r i c  t y p e w r i t e r s  valued a t  $500 ,000 ;  

8 8  t a p e  recorders va lued  a t  o v e r  $450 ,000 ;  and 47 special  pur-  

pose cameras va lued  a t  $2%7,OQOe- -As a r e s u l t  of o u r  r ev iew,  

Brookhaven agreed  t o  control  these i t e m s  as required by DOE 

r e g u l a t i o n s .  

Concerning t h e  p r o p e r  i d e n t i f i c a t i o n  and t a g g i n g  o f  

s e n s i t i v e  items, w e  found t h a t  all t h e f t  prone i t e m s  were n o t  

p r o p e r l y  tagged a t  f o u r  l a b s  so one can  r e a d i l y  i d e n t i f y  

specific s e n s i t i v e  items i n  t h e  i n v e n t o r y .  F o r  example, F e r m i  

Hoes n o t  i d e n t i f y  or a t t a c h  numbered t a g s  t o  s e n s i t i v e  i t e m s  

c o s t i n g  less t han  $300  making p o s i t i v e  i d e n t i f i c a t i o n  d u r i n g  

i n v e n t o r i e s  v e r y  d i f f i c u l t .  Consequent ly ,  138  of the  204 items 

w e  sampled a t  Fermi d i d  not have t h e  r equ i r ed  markings. These 

i t e m s  i nc luded  cameras, s l i d e  projectors ,  and t a p e  recorders. 

At Brookhaven w e  found t h a t  r e s p o n s i b i l i t y  f o r  t a g g i n g  

s e n s i t i v e  equipment is a s s i g n e d  t o  d i v i s i o n  p r o p e r t y  r ep resen -  

t a t i v e s  or c u s t o d i a n s  who are r e s p o n s i b l e  f o r  t h e  items and 

some i t e m s  are i s s u e d  f o r  u s e  w i t h o u t  be ing  tagged .  During 

our  p h y s i c a l  i n v e n t o r y  t e s t  w i t h i n  one depar tment  we noted  

t h a t  f i v e  p i e c e s  of equipment were n o t  tagged .  According t o  

a p r o p e r t y  r e p r e s e n t a t i v e ,  untagged items tend  t o  disappear. 

-21- 



A t  Argonne, some of t h e  c u s t o d i a n s  had i n  t h e i r  pos- 

s e s s i o n  s e n s i t i v e  items which were n o t  marked or l i s t ed  as 

s e n s i t i v e  p r o p e r t y .  In one d e p a r t m e n t ,  f o r  example,  w e  located 

f o u r  cameras, two overhead  pro jec tors ,  three c a r o u s e l  projectors ,  

and three tape recorders which were n o t  marked as  Government 

p r o p e r t y  or as s e n s i t i v e  i t e m s .  

Regard ing  t h e  a c c o u n t a b i l i t y  o v e r  s e n s i t i v e  i t e m s ,  w e  

found t h a t  it w a s  l a c k i n g  a t  three- labs.  P r o p e r t y  c u s t o d i a n s  

who had r e s p o n s i b i l i t y  f o r  items cou ld  n o t  a d e q u a t e l y  c o n t r o l  

them because  i n d i v i d u a l s  moved them t o  d i f f e r e n t  l o c a t i o n s  

w i t h o u t  i n fo rming  t h e  c u s t o d i a n s  so they  c o u l d  i n d i c a t e  t h e  

t ransfers  in t h e i r  records. At F e r m i ,  f o r  example,  w e  found 

s e v e r a l  s e n s i t i v e  items t h a t  were i n  d i f f e r e n t  l o c a t i o n s  t h a n  

what was recorded i n  t h e  c u s t o d i a n ' s  records. 

--One typewri te r ,  v a l u e d  a t  $9,785,  was i n  t h e  

hone of an employee a u t h o r i z e d  t o  do  l a b o r a t o r y  

work a t  home. 

--An e l ec t r i c  t y p e w r i t e r  was moved t o  a n o t h e r  f l o o r  

and should  have been t h e  r e s p o n s i b i l i t y  of 

a n o t h e r  c u s t o d i a n  e 

- -After  a long  search, a n  e x p e n s i v e  e lec t r ic  

typewriter was found n o t  be ing  used i n  t h e  basement  

of  a d i f f e r e n t  b u i l d i n g  e 

T h i s  same l a c k  of c o n t r o l  o v e r  t r a n s f e r s  o f  s e n s i t i v e  

items e x i s t s  a t  Brookhaven. F o r  example, w e  found t h a t :  

--Changes are n o t  posted to p r o p e r t y  records when 

p r o p e r t y  is moved from one b u i l d i n g  t o  a n o t h e r .  
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T o  i l l u s t r a t e ,  1 0  of t h e  2 4  items w e  i n v e n t o r i e d  as  

p a r t  of our t es t  had an incorrect p r o p e r t y  l o c a t i o n  

l i s t e d .  

--Equipment a s s i g n e d  t o  one Department was loaned 

t o  o the r  depa r tmen t s  w i t h o u t  o b t a i n i n g  paperwork 

t r a n s a c t i o n s .  One p r o p e r t y  r e p r e s e n t a t i v e  s t a t e d  

t h a t  t w o  items of equipment va lued  a t  $ 7 0 0 , 0 0 0  and 

$ 8 , 0 0 0  were loaned  t o  o the r  depa r tmen t s  w i t h o u t .  

t h e  requi red  paperwork. 

--Laboratory g u i d e l i n e s  conce rn ing  u s e  of a 

p r o p e r t y  p a s s  t o  c o n t r o l  equipment taken  home 

by i n d i v i d u a l s  were r a r e l y  complied w i t h .  One 

p r o p e r t y  r e p r e s e n t a t i v e  s t a t e d  t h a t  many d e p a r t -  

ment p e r s o n n e l  take p r o p e r t y  (ca lcu la tors ,  

cameras, e te . )  home and r a r e l y  use a p r o p e r t y  

p a s s  

--The i n t e r n a l  con t ro l s  a t  one depar tment  were 

not established t o  insure t h a t  t h e  p r o p e r t y  

r e p r e s e n t a t i v e  was n o t i f i e d  as i n d i v i d u a l s  

t r a n s f e r  or  retire.  During o u r  i n v e n t o r y  w e  

went t o  three d i f f e r e n t  b u i l d i n g s  b e f o r e  l e a r n -  

ing  t h a t  t h e  i n d i v i d u a l  a s s i g n e d  t h e  equipment 

had re t i red  and t h e  i t e n  was reissued. 

The resu l t s  of Brookhaven's l a t e s t  i n v e n t o r y  demons t r a t e  

t h a t  t h e  lack  of c o n t r o l  over  t h e  location of p r o p e r t y  i s  a 

s e r i o u s  problem. Consequent ly ,  e x t e n s i v e  e f€or t s  are needed 

t o  r e c o n c i l e  p r o p e r t y  records w i t h  p r o p e r t y  on hand. A t  t h e  
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close o f  t h e  1980/1981 phys ica l .  i n v e n t o r y  i n  March 1981,  Rrook- 

haven was unab le  t o  locate a b o u t  4 , 4 0 0  items v a l u e d  a t  $23  

m i l l i o n ,  r e p r e s e n t i n g  about  20 p e r c e n t  of t h e i r  i n v e n t o r y .  

As of A p r i l  1 9 8 2 ,  af ter  s e a r c h i n g  more t h a n  a y e a r ,  $4 m i l l i o n  

of t h e  i n v e n t o r y  was s t i l l  m i s s i n g .  

During o u r  e f f o r t s  t o  v e r i f y  t h e  a c c u r a c y  o f  p r o p e r t y  

records f o r  s e n s i t i v e  items, w e  n o t e d  t h a t  t w o  l a b s  had many 

items t h a t  were seldom or  n e v e r ' u s e d .  Fu r the rmore ,  t h e s e  

items were n o t  declared e x c e s s  so others  c o u l d  use  them, and 

t h e r e b y  perhaps r e d u c i n g  t h e  need f o r  some f u t u r e  p u r c h a s e s .  

For example : 

--One Argonne c u s t o d i a n  had seven  c a l c u l a t o r s  

t h a t  he said he i n t e n d e d  t o  declare e x c e s s .  

--The l a b ' s  motion p i c t u r e  u n i t  had a u s e a b l e  

movie camera t h a t  an o f f i c i a l  s a i d  w a s  

go ing  t o  be declared e x c e s s .  

--An Argonne s c i e n t i s t  had a camera c o s t i n g  

$359 t h a t  he said was used once  or twice a 

y e a r  t o  take a h i g h - q u a l i t y  p i c t u r e .  Y e t ,  

- t h e  l a b o r a t o r y  m a i n t a i n s  a s t a f f  of profes- 

s i o n a l  photographers t o  meet t h e  needs  o f  

t h e  s c i e n t i f i c  d i v i s i o n s .  

--One c u s t o d i a n  had 20  c a l c u l a t o r s  a s s i g n e d  that 

m r e  h e l d  by v a r i o u s  employees i n  h i s  d e p a r t -  

ment. Few were i n  a c t u a l  u s e  and one employee 

asked i f  w e  would take one t h a t  was n e v e r  used.  

We also were informed of s e v e r a l  other seldom used i t e m s ,  
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Because o f  t h e  i n t e r n a l  c o n t r o l  weaknesses  t h a t  e x i s t ,  

t h e  l a r g e  amounts of  p r o p e r t y  t h a t  are u n l o c a t e d  d u r i n g  

i n v e n t o r i e s ,  and t h e  s e c u r i t y  weaknesses  a t  some l a b s ,  w e  

b e l i e v e  t h a t  losses th rough  t h e f t  and d i v e r s i o n  o f  Govern- 

ment p r o p e r t y  a t  GOCO's cou ld  be much g r e a t e r  t h a n  p e r c e i v e d .  

Weak i n t e r n a l  c o n t r o l s  n o t  o n l y  make p r o p e r t y  v u l n e r a b l e  t o  

t h e f t  and misuse ,  b u t  a l so  make t h e s e  a c t i v i t i e s  d i f f i c u l t  t o  

detect .  . -- 

DOE h a s  pointczd o u t  t h a t  Government p r o p e r t y  i s  unneces-  

s a r i l y  v u l n e r a b l e  t o  t h e f t  a t  s e v e r a l  l a b o r a t o r i e s .  I n  a 198Q 

report ,  DOE'S  Chicago  O p e r a t i o n s  O f f i c e ' s  Sa fegua rd  and S e c u r i t y  

D i v i s i o n  f e l t  t h a t  Brookhaven 's  i n c r e a s i n g  problem w i t h  t h e f t s  

cou ld  r e s u l t  f r o m  t h e  l a c k  of an  a d e q u a t e  p r o p e r t y  p r o t e c t i o n  

program. According t o  t h i s  repor t ,  Brookhaven c o n t i n u e d  t o  

adhere  t o  an open s i t e  c o n c e p t  of u n r e s t r i c t e d  access t o  t h e  

i n s t a l l a t i o n  i n  s p i t e  o f  mounting e v i d e n c e  o f  a s u b s t a n t i a l  

i n t e r n a l  t h e f t  problem of Government-owned p r o p e r t y .  I n  a d d i t i o n ,  

t h i s  same o f f i c e ' s  l a t e s t  reports on Argonne and Fermi i n d i c a t e d  

concern  ove r  t h e  h i g h  t h e f t  rates a t  bo th  o f  t h e s e  l a b o r a t o r i e s .  

T h e i r  r e p o r t  on Fe rmi  expressed conce rn  f o r  t h e  l a b ' s  open s i t e  

c o n c e p t  whish permits the general p u b l i c  access to t h e  e n t i r e  

f a c i l i t y ,  i n c l u d i n g  a d m i n i s t r a t i o n  o f f i c e s  and warehouses  where 

q u a n t i t i e s  of  v a l u a b l e  Government p r o p e r t y  are h i g h l y  v u l n e r a b l e  

t o  t h e f t .  I n  a d d i t i o n ,  o u r  o b s e r v a t i o n s  o f  g a t e  check  proce- 

d u r e s  a t  t h e  Oak Ridge l a b  showed t h a t  i n s p e c t i o n s  f o r  Govern- 

ment p r o p e r t y  were n o t  b e i n g  made a t  t h e  f r e q u e n c y  r e c o r d e d  

by t h e  gua rds .  
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Weaknesses i n  P a y r o l l  
R e l a t e d  Areas 

Our a s ses smen t  o f  p a y r o l l  a c t i v i t i e s  a t  GOCO's showed them 

t o  be adequate i n  most respects. However, w e  d i d  n o t e  s e v e r a l  

i n t e r n a l  c o n t r o l  weaknesses i n v o l v i n g  p a y r o l l  re la ted  areas: 

--lax t i m e  and a t t e n d a n c e  p r a c t i c e s ,  

- - inadequate  c o n t r o l s  o v e r  t u i t i o n  reimbursements ,  

- - f a i l u r e  to o b t a i n  DOE a p p q v a l  f o r  s a l a r y  

i n c r e a s e s ,  and 

-- inadequate  safeguards o v e r  n e g o t i a b l e  

i n s t r u m e n t s  e 

The weaknesses have r e s u l t e d  i n  abuses  a t  some l a b s  such  

as l e a v e  usage n o t  always be ing  r e p o r t e d  and charged and the 

Government paying fo r  c o u r s e s  t h a t  d o  n o t  appea r  t o  be rele- 

v a n t  t o  em9loyees'  work a t  laboratories.  I n  a d d i t i o n ,  c o n t r o l  

weaknesses of t h i s  n a t u r e ,  i f  n o t  corrected could lead t o  

s i g n i f i c a n t  waste or m i s u s e  of Federal  funds .  

Lab t i m e  and a t t e n d a n c e  
practices 

S e v e r a l  Labs have v e r y  lax and f l e x i b l e  t i m e  and a t t e n d a n c e  

prosed ures f o r  t h e i r  s c i e n t i f i c  s t a f f s  which  could r e s u l t  i n  

abuse because DOE h a s  n o t  provided  gu idance  t o  labs  r e g a r d i n g  

t i m e  and a t t e n d a n c e  p rocedures .  17e found t h a t ,  i n  c o n t r a s t  t o  

Federal s t a n d a r d s ,  p r o f e s s i o n a l  s t a f f  members and t h e i r  super -  

v i s o r s  are n o t  r e q u i r e d  t o  c e r t i f y  time worked before paychecks 

are processed. I n  a d d i t i o n ,  some em9loyees are n o t  r e q u i r e d  

t o  charge  l e a v e  fo r  absences  of up t o  4 h o u r s  a t  on2 l a b  

and 2 hours a t  a n o t h e r .  Argonne, F e r m i ,  and Brookhaven 
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,' have e s t a b l i s h e d  v e r y  l a x  and f l e x i b l e  p rocedures .  Consequent ly ,  

52  p e r c e n t  of Argonne 's  and 38 p e r c e n t  o f  F e r m i ' s  workforce  are  

n o t  r e q u i r e d  t o  f o r m a l l y  submi t  t i m e  and a t t e n d a n c e  reports .  

Lax and f l e x i b l e  t i m e  and a t t e n d a n c e  p r o c e d u r e s  can  r e s u l t  

i n  abuses  such  as: 

- - f a i l u r e  t o  cha rge  l e a v e  when employees are 

a b s e n t ,  and 

- - f a i l u r e  t o  detect unau thor i zed  absenses .  

Our r ev iew of  f o r e i g n  t r a v e l  a t  Argonne showed t h a t  i n  7 
. 

of t h e  32 cases s e l e c t e d  f o r  rev iew,  s t a f f  used v a c a t i o n  l e a v e  

i n  c o n j u n c t i o n  w i t h  f o r e i g n  t r a v e l  t h a t  w a s  n o t  p r o p e r l y  charged .  

I n a d e a u a t e  c o n t r o l s  o v e r  
t u i t i o n  reimbursements  

A t  t h r e e  l abs ,  w e  found t h a t  t h e  lab policies and proce- 

d u r e s  govern ing  t h e  reimbursement of costs t o  employees f o r  

o u t s i d e  e d u c a t i o n  are  so u n c l e a r  t h a t  Government funds  were 

used t o  pay for c o u r s e s  t h a t  were n o t  job re la ted .  F o r  example: 

--At  Argonne, between October 1978 and March 1 9 8 2  

f i v e  employees were reimbursed f o r  77 l a w  c o u r s e s  

a t  a cost o f  $28 ,410 .  Four of t h e  f i v e  employees 

are pur su ing  t h e i r  l a w  degrees. However, none 

appear t o  need a l e g a l  background for  t h e i r  cur-  

r e n t  jobs--three are e n g i n e e r s ,  one a p e r s o n n e l  

spec ia l i s t ,  and t h e  other  a management i n f o r m a t i o n  

spec ia l i s t .  Argonne has  a l e g a l  depar tment  and 

acco rd ing  t o  i ts  Chief Counsel it h a s  neve r  

h i r e d  an employee who has  r e c e i v e d  a law degree  

through i t s  t u i t i o n  reimbursement program n o r  is 
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it l i k e l y  t o  s i n c e  it would p r e f e r  someone w i t h  

l e g a l  e x p e r i e n c e  a 

- -Al so  a t  Argonne, a clerk was f u l l y  re imbursed  

f o r  courses she  took t o  o b t a i n  a d e g r e e  i n  c o u r t  

r e p o r t i n g .  The cost of these c o u r s e s  was $4,037. 

S h o r t l y  a f t e r  g e t t i n g  h e r  degree she  q u i t  h e r  job  

a t  Argonne t o  t a k e  a job  as a c o u r t  reporter. 

F a i l u r e  t o  o b t a i n  DOE a p p r o v a l  
f o r  s a l a r y  i n c r e a s e s  . -- 

A t  t h e  Hanford Engineer ing  Development Labora to ry  w e  

found t h a t  c o n t r a r y  t o  DOE r e g u l a t i o n s ,  t h e  contractor f a i l e d  

t o  o b t a i n  n e c e s s a r y  DOE approva l  f o r  a l l  e x e c u t i v e  sa la r ies  

exceeding  $40,000 annua l ly .  An o p e r a t i o n s  o f f i c e  r e p o r t  i n  

I 9 8 1  noted  t h a t  38 employees had been salar ies  i n  e x c e s s  of 

DOE approved rates. The t o t a l  amount o f  t h e  overpayments were 

$76,QOQ. Other  reports i n  1979 and 1980 s t a t ed  t h a t  t h e  con- 

t rac tor  had a l so  fai led to o b t a i n  DOE a p p r o v a l  i n  some i n s t a n c e s .  

The reports  c i t ed  poor i n t e r n a l  c o n t r o l s  and inadequa te  p r o c e d u r e s  

as r e a s o n s  fo r  these overpayments and recommended t h a t  t h e  con- 

t ractor  r e imburse  t h e  Government. DOE s u b s e q u e n t l y  approved t h e  

salaries r e t r o a c t i v e l y  and informed t h e  c o n t r a c t o r  t h a t  f u t u r e  

o c c u r r e n c e s  would r e s u l t  i n  d i s a l l o w a n c e .  

Inadequa te  s a f e g u a r d s  o v e r  
n e g o t i a b l e  i n s t r u m e n t s  

A t  t w o  laborator ies  c o n t r o l s  o v e r  n e g o t i a b l e  i n s t r u m e n t s  

need t o  be s t r e n g t h e n e d .  For example, a t  Oak Ridge w e  found 

t h a t  b lank  checks  were p h y s i c a l l y  t r a n s f e r r e d  from one d i v i s i o n  

t o  a n o t h e r  w i t h o u t  any c o n c u r r e n t  t r a n s f e r  of  a c c o u n t a b i l i t y  o r  
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' adequate  v e r i f i c a t i o n  of t h e  numbers of checks  be ing  t r a n s f e r r e d .  

A t  t i m e s ,  b l ank  checks  were l e f t  una t t ended  and accessible t o  a 

l a r g e  number o f  peop le .  Also, an employee who had p o s s e s s i o n  of 

check s i g n a t u r e  p l a t e s  a lso had access t o  b l ank  check s t o c k s .  A s  

a r e s u l t  o f  t h e s e  weaknesses ,  checks  cou ld  be lost o r  s t o l e n  and 

t h e  d i s c r e p a n c y  might  n o t  be detected f o r  a long  period of t i m e .  

O f f i c i a l s  a t  t h i s  l a b o r a t o r y  took  a c t i o n  t o  correct t h e  weaknes- 

ses p r i o r  t o  t h e  completion of QUF review.  . 

I n  a d d i t i o n ,  a t  Argonne we observed  t h a t  s igned  p a y r o l l  

checks  were n o t  always a d e q u a t e l y  c o n t r o l l e d  and protected prior 

t o  be ing  d i s t r i b u t e d .  On two o c c a s i o n s  w e  observed  t h a t  undis-  

tributed paychecks were l e f t  una t t ended  in a n  unlocked safe with- 

i n  an unlocked o f f i c e .  W e '  a lso observed  weaknesses i n  c o n t r o l s  

o v e r  b lank  checks  a t  t h i s  l o c a t i o n .  During t h e  day ,  open boxes 

of b l ank  checks  were l e f t  i n  an  open v a u l t  room. These  checks 

are e s p e c i a l l y  v u l n e r a b l e  t o  t h e f t  a t  lunch t ime  when few people 

are  p r e s e n t .  Although t h e  checks  are prenumbered and d a i l y  

records of checks are ma in ta ined ,  t h e f t s  of checks  from t h e  bot- 

tom of an opened box might n o t  be d i s c o v e r e d  f o r  several days .  

Fo re ign  t r a v e l  by c o n t r a c t o r s  
not e f f e c t i v e l y  controlled . .. .. 

DOE does n o t  e f f e c t i v e l y  o v e r s e e  t h e  f o r e i g n  t r a v e l  of GOCO 

employees. While f o r e i g n  t r a v e l  i s  n e c e s s a r y  t o  f u l f i l l  t h e  

GOCO's programs and commitments, q u e s t i o n a b l e  t r a v e l  pract ices  

o c c u r  because t r a v e l  r e g u l a t i o n s  are n o t  c o n s i s t e n t l y  a p p l i e d  and 

f o r e i g n  t rave l  a c t i v i t i e s  are  n o t  c a r e f u l l y  monitored by DOE. 
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T h i s  i n c r e a s e s  t h e  o p p o r t u n i t y  for waste and abuse o f  DOE con- 

t rac t  funds .  

The DOE h a s  d e c e n t r a l i z e d  c o n t r o l  o v e r  f o r e i g n  t r a v e l .  A s  a 

consequence,  some off ices  app ly  t h e  t rave l  r e g u l a t i o n s  d i f f e r e n t l y  

even though DOE has one s t a n d a r d  r e g u l a t i o n .  A l s o ,  DOE d o e s  n o t  

e f f e c t i v e l y  mon i to r  f o r e i g n  t r a v e l  a t  GOCO's. W e  found a number 

of weaknesses  a t  t h e  t w o  labs  where w e  examined t h i s  area inc lud -  

ing f a i l u r e  t o  f i l e  t i m e l y  t r i p  . r e p o r t s ,  e x c e s s i v e  u s e  o f  vaca- 

t i o n  l e a v e ,  and no accoun t ing  f o r  payment of t r a v e l  expenses ,  

salaries and f e e s  t o  GOCO employees by f o r e i g n  governments.  

Although DOE r e q u i r e s  a t r i p  r e p o r t  w i t h i n  30 days i n  order 

f o r  DOE o f f i c i a l s  t o  mon i to r  c o n t r a c t o r s '  work, w e  found t h a t  

d u r i n g  f i s c a l  1981,  54 of 92 Argonne and F e r m i  l a b  employees,  or 

about  54 p e r c e n t ,  submi t t ed  t r i p  reports  from 2 t o  274 d a y s  a f t e r  

t h e  r e q u i r e d  30 day t i m e  period. I n  a d d i t i o n ,  1 2  employees,  o r  

abou t  1 4  p e r c e n t ,  had n o t  submi t t ed  any t r i p  r e p o r t s .  According 

t o  DOE Fore ign  T r a v e l  R e g u l a t i o n s ,  t r i p  r e p o r t s  are DOE'S p r i n -  

c f p a l  * mechanism f o r  d i s s e m i n a t i n g  i n  fo rma t  i o n  abou t  i n t e r n a t i o n a l  

ene rgy  i s s u e s  and p r o v i d e  a basis  fo r  e v a l u a t i n g  and mon i to r ing  

f o r e i g n  t r a v e l  b e n e f i t s .  

W e  a lso found t h a t  many c o n t r a c t o r  employees u s e  e x c e s s i v e  

amounts of p e r s o n a l  l e a v e  w h i l e  on f o r e i g n  t r i p s .  To c o n t r o l  t h e  

appearance  o f  i m p r o p r i e t y  , DOE r e g u l a t i o n s  s t a t e  t h a t  t h e  number 

of p e r s o n a l  days  should n o t  exceed t h e  number o f  b u s i n e s s  days .  

W e  found numerous examples where t h i s  r e g u l a t i o n  was n o t  adhered 

to .  For example,  one Argonne employee took 20 d a y s  o f  p e r s o n a l  
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l e a v e  f o r  t r a v e l i n g  i n  Europe i n  c o n j u n c t i o n  w i t h  8 days  a t t en -  

dance a t  a confe rence  i n  Germany. Another employee ' s  t r i p  w a s  

approved f o r  23 days  o f  v a c a t i o n  a f t e r  a t t e n d i n g  a 3-day sympo- 

sium i n  Germany. Two Sandia  employees each took 1 9  days  l e a v e  i n  

Europe w h i l e  conduc t ing  b u s i n e s s  wh ich  las ted from 4 t o  6 days .  

A l s o  l a x  controls  ove r  employees who' r e c e i v e  t r a v e l  payments 

or  reimbursements  from f o r e i g n  h o s t s  can create o p p o r t u n i t i e s  f o r  

d u a l  compensation. During f i s ca l  2981, f o r e i g n  h o s t s  f u l l y  p a i d  

or reimbursed t r a v e l  costs t o  56 Argonne employees who took about 

1 9  p e r c e n t  of t h e  f o r e i g n  t r i p s  t h a t  y e a r .  I n  a d d i t i o n ,  some of 

these employees--while on t h e  DOE payro l l - r ece ived  sa la r ies  and 

fees d i r e c t l y  from t h e i r  h o s t s  which they  f a i l e d  t o  r e p o r t .  I n  

some cases, these fees were i n t e n d e d  t o  c o v e r  meals and i n c i -  

d e n t a l  expenses .  While DOE r e q u i r e s  its own employees t o  accoun t  

fo r  such amounts, DOE has  no p o l i c y  p r o v i s i o n s  t o  p r e v e n t  d u a l  

compensation o f  c o n t r a c t o r  employees i n  these s i t u a t i o n s .  

- 31 - 



DOE ENERGY TECHNOLOGY 

CENTERS 

W e  reviewed f o u r  of  t h e  f i v e  DOE Energy Technology C e n t e r s  

(ETC's) and found numerous weaknesses i n  v a r i o u s  a p s e c t s  of  t h e i r  

o p e r a t i o n s .  The major i n t e r n a l  c o n t r o l  weaknesses  were i n  t h e  

areas of 

- -personal  p r o p e r t y  management, 

--procurement of goods and s e r v i c e s  c o s t i n g  
. 

less t h a n  $lO,OOO, and 

--payments f o r  goods and s e r v i c e s  r e c e i v e d ,  

PROPERTY MANAGEMENT WEAKNESSES 

DOE'S Energy Technology C e n t e r s  have g e n e r a l l y  f a i l e d  

t o  a d e q u a t e l y  c o n t r o l  Government p r o p e r t y .  W e  found t h a t :  

- - inventory  procedures are i n e f f e c t i v e ,  

- -property c o n t r o l  records are i n a c c u r a t e ,  

- - t he f t s  and m i s s i n g  p r o p e r t y  are  n o t  a lways 

. r e p o r t e d  and i n v e s t i g a t e d ,  and 

- - con t ro l s  over Government p r o p e r t y  h e l d  by 

contractors are inadequa te .  

These  weaknesses make Government p r o p e r t y  s u s c e p t i b l e  t o  

t h e f t  and waste. 

I n v e n t o r y  p rocedures  are 
i n e f f e c t i v e  

W e  found s i g n i f i c a n t  weaknesses  i n  i n v e n t o r y  p r o c e d u r e s  

a t  t h e  E T C ' s .  I n v e n t o r i e s  are n o t  conducted f r e q u e n t l y  

enough, o f t e n  t h e y  are  n o t  conducted i n  t h e  p r o p e r  manner, 
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. ,  

. .  and t h e y  sometimes lack an  a d e q u a t e  s e p a r a t i o n  of d u t i e s  needed 

t o  a s s u r e  t h a t  t h e  r e s u l t s  are v a l i d .  I n  a d d i t i o n ,  s i g n i f i c a n t  

i n v e n t o r y  d i s c r e p a n c i e s  are o f t e n  n o t  i n v e s t i g a t e d  and p r o p e r t y  

records are n o t  p r o p e r l y  a d j u s t e d  based on  i n v e n t o r y  r e s u l t s .  

Three  of t h e  f o u r  c e n t e r s  we v i s i t e d  were n o t  conduc t ing  

i n v e n t o r i e s  a t  t h e  f r e q u e n c y  r e q u i r e d  by DOE r e g u l a t i o n s .  A t  t h e  

f o u r t h  c e n t e r ,  P i t t s b u r g h ,  w e  were t o l d  t h a t  i n v e n t o r i e s  had been 

done b u t  o f f i c i a l s  cou ld  n o t  p r o v i d e  documen ta t ion  as t o  t h e  re- 

s u l t s  P 
. 

Also, w e  found i n s t a n c e s  where t h e  i n v e n t o r i e s  t a k e n  were 

n o t  a l l - i n c l u s i v e  o r  accomplished i n  a manner t h a t  would y i e l d  

v a l i d  r e s u l t s .  For example: 

- - P i t t s b u r g h ' s  l a s t  inventory of s e n s i t i v e  i t e m s  w a s  con- 

d u c t e d  i n  J a n u a r y  1981 and c o n s i s t e d  of o n l y  1 6  p e r c e n t  of 

a l l  t h e  s e n s i t i v e  items. 

- -Bar t l e sv i l%ess  i n v e n t o r i e s  are conducted  one  b u i l d i n g  a t  a 

t i m e  i n  an  employee ' s  spare t i m e .  The 1980  i n v e n t o r y  took 

. 4 months t o  comple te  and no p r o v i s i o n  was made t o  p r e v e n t  

or track p r o p e r t y  movement d u r i n g  t h a t  t i m e .  

At two c e n t e r s  w e  found t h a t  i n v e n t o r y  p r o c e d u r e s  lacked a n  

adequa te  degree of independence t o  a s s u r e  t h a t  t h e  r e s u l t s  were 

v a l i d  because  i n v e n t o r i e s  were accomplished by a s k i n g  i n d i v i d u a l s  

who had r e s p o n s i b i l i t y  for  s a f e g u a r d i n g  t h e  i t e m s  w h e t h e r  or  n o t  

t h e  items were s t i l l  on hand. For  example,  d u r i n g  B a r t l e s v i l l e ' s  

1980  precious metal i n v e n t o r y ,  t h e  property c lerk made v i s u a l  

v e r i f i c a t i o n s  of t h e  metals ,  b u t  d i d  n o t  weigh them or i n s p e c t  
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m k t a l s  be ing  used.  The r e s p o n s i b l e  c u s t o d i a n ' s  word a s  t o  quan-  

t i t y  and usage w a s  accep ted .  The 1981 i n v e n t o r y  c o n s i s t e d  o n l y  

of r e q u i r i n g  p r e c i o u s  metal c u s t o d i a n s  t o  report  on changes  i n  

t h e  q u a n t i t i e s  s i n c e  t h e  p r e v i o u s  y e a r  w i t h  no independent  v e r i -  

f i c a t i o n .  I n  a d d i t i o n ,  P i t t s b u r g h ' s  p r e c i o u s  metal i n v e n t o r y  

c o n s i s t e d  of a s k i n g  each u s e r  t o  submi t  semi-annual reports on 

t h e  q u a n t i t i e s  i n  t h e i r  p o s s e s s i o n  a s  w e l l  as f u t u r e  needs .  

DOE p r o c e d u r e s  r e q u i r e  t h a t . a l l  p r o p e r t y  records be a d j u s t e d  

based on t h e  i n v e n t o r y  r e s u l t s  and t h a t  a l l  s i g n i f i c a n t  d i s c r e p -  

a n c i e s  be i n v e s t i g a t e d .  At t w o  of  t h e  c e n t e r s ,  P i t t s b u r g h  and 

Laramie, no documentat ion o f  i n v e n t o r i e s  was a v a i l a b l e  for o u r  

review.  However, a t  t h e  t w o  c e n t e r s  where documentat ion was 

a v a i l a b l e ,  e f fo r t s  t o  r e c o n c i l e  t h e  r e s u l t s  o r  a d j u s t  p r o p e r t y  

records and i n v e s t i g a t e  s i g n i f i c a n t  d i s c r e p a n c i e s  e i ther  were n o t  

made or were n o t  t i m e l y ,  F o r  example,  

--At  Morgantown, t h e  o v e r a g e s  and shortages d i s c o v e r e d  dur-  

i ng  t h e  September 1979 i n v e n t o r y  were a t  such  v a r i a n c e  

w i t h  what had been expec ted  t h a t  no attempt w a s  e v e r  made 

to r e c o n c i l e  t h e  d i f f e r e n c e s  or t o  a d j u s t  t h e  p r o p e r t y  

records 

--At B a r t l e s v i l l e ,  58 p i e c e s  of capi ta l  equipment va lued  

a t  o v e r  $171,000 were d i s c o v e r e d  t o  be mis s ing  d u r i n g  t h e  

1978 i n v e n t o r y p  b u t  t h e  p r o p e r t y  records were n o t  recon- 

c i led  and a d j u s t e d  u n t i l  A p r i l  1981. 
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A t  a l l  f o u r  c e n t e r s  w e  found t h a t  p r o p e r t y  c o n t r o l  records 

were so i n a c c u r a t e  t h a t  t h e i r  v a l u e  fo r  use d u r i n g  i n v e n t o r i e s  

was h i g h l y  q u e s t i o n a b l e .  G e n e r a l l y ,  t h e  c e n t e r s  f a i l  t o  a s s u r e  

t h a t  a l l  new p r o p e r t y  is added t o  t h e  l i s t i n g  i n  a t i m e l y  manner ,  

a l l  missing p r o p e r t y  is  deleted,  and t h a t  changes  are made t o  

records when p r o p e r t y  is moved or  t r a n s f e r r e d .  . 
F a i l u r e  t o  add new p r o p e r t y  
t o  l i s t i n g s  

The p r o p e r t y  management p r o c e d u r e s  a t  all c e n t e r s  were d e f i -  

c i e n t  i n  t h a t  p r o p e r t y  was n o t  added to i n v e n t o r y  records when it 

was received. F o r  example,  a t  B a r t l e s v i l l e  i n v e n t o r i e s  conducted  

s i n c e  1980 located a t o t a l  of 298 items of  equipment  that were 

n o t  ref lected i n  p r o p e r t y  records. Moreover,  o u r  sample of 

p u r c h a s e s  of p r o p e r t y  showed t h a t  22 of 5 4  pieces of equipment  

had n o t  been added to property records a d d i t i o n ,  at 

Laramie, w e  found numerous t h e f t - p r o n e  i t e m s  ( s u c h  as a Toro 

powered g r a s s  

also had n o t  been 

trimmer, an e l ec t r i c  d r i l l ,  and a j i g s a w )  

reflected i n  t h e  records m At 

t h a t  

P i t t s b u r g h  w e  found many items i n  almost e v e r y  b u i l d i n g  t h a t  had 

n o t  been recorded i n c l u d i n g  s e v e r a l  v i d e o  t e r m i n a l s  c o s t i n g  

$ 4 , 0 0 0  and t y p e w r i t e r s  v a l u e d  a t  o v e r  $ 1 2 , 0 0 0 .  I n  t o t a l ,  w e  found 

a b o u t  387 c a p i t a l  and s e n s i t i v e  items worth a p p r o x i m a t e l y  $743,000 

which had n o t  been recorded on t h e  property lists. Some of these 

had been pu rchased  a s  f a r  back as 1975. 
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F a i l u r e  t o  delete  m i s s i n g  
property 

t h a t  

As mentioned i n  t h e  p r e v i o u s  s e c t i o n s ,  t h e  o n l y  t w o  c e n t e r s  

had documentat ion of i n v e n t o r i e s  ava i l ab le  fo r  our r ev iew 

d i d  n o t  a d j u s t  p r o p e r t y  records t o  r e f l e c t  mi s s ing  p r o p e r t y ,  

caus ing  p r o p e r t y  records t o  be i n  error. 

F a i l u r e  t o  chancre records 
when p r o p e r t y  is  moved 
or  t r a n s f e r r e d  . 
A t  three c e n t e r s  i n f o r m a t i o n  d e p i c t i n g  t h e  l o c a t i o n  of pro- 

p e r t y  was o f t e n  e r r o n e o u s  because r e c o r d s  were n o t  u p d a t e d  t o  

r e f l e c t  movements or t r a n s f e r % .  F o r  example,  a t  P i t t s b u r g h  13. 

o u t  of 8 0  items w e  sampled were i n  l o c a t i o n s  other t h a n  those 

l i s ted  i n  t h e  p r o p e r t y  records. S i m i l a r l y r  16 o u t  of 68 items 

w e  reviewed a t  Morgantown had been moved t o  d i f f e r e n t  loca t ions  

w i t h o u t  t h e  changes be ing  r e f l e c t e d  i n  t h e  p r o p e r t y  records. 

T h e f t s  and m i s s i n g  items n o t  
a lways  reported 

W e  no ted  many i n s t a n c e s  where  t h e f t s  and m i s s i n g  items were 

n o t  r e p o r t e d .  For example, a t  P i t t s b u r g h  w e  were informed by a 

p r o p e r t y  management s t a f f  member t h a t  a t  least  25 i n s t a n c e s  of 

t h e f t  had n o t  been reported. H e  e x p l a i n e d  t h a t  d u r i n g  a n  invew- 

t o r y ,  a f te r  he cou ld  n o t  locate many items, he  was to ld  t h e y  had 

been s t o l e n .  W e  no ted  t h a t  r e p o r t s  o f  t h e f t s  had note  a lways 

been p r e p a r e d .  Moreover, o u r  sample of t h e f t - p r o n e  or s e n s i t i v e  

i t e m s  showed t h a t  13  of 50 i t e m s  were mis s ing  b u t  had n o t  been 

reported. A l s o ,  o u r  sample of 30 c a p i t a l  equipment items showed 

t h a t  three items va lued  a t  o v e r  $20 ,000  were mis s ing  and n o t  
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reported. A t  Morgantown, w e  no ted  t h a t  s i x  goose  down s l e e p i n g  

bags  and a d r i l l  motor were l o s t ,  m i s s i n g ,  or s t o l e n  b u t  had n o t  

been reported. 

I n a d e q u a t e  c o n t r o l  of Government 
p r o p e r t y  i n  t h e  p o s s e s s i o n  of 
c o n t r a c t o r s  

I n  a d d i t i o n  t o  t h e  o n - s i t e  p r o p e r t y  , t h e  ETC's are  a l so  

r e s p o n s i b l e  for  p r o p e r t y  which h a s  been pu rchased  by c o n t r a c t o r s  

and s u b c o n t r a c t o r s  w i t h  Government funds .  I t  must  be  accounted  

fo r  and disposed of by t h e  ETC's a t  c o n t r a c t  c l o s e o u t .  Y e t ,  a t  
. 

t h e  t w o  ETC's where w e  examined t h i s  i s s u e ,  w e  found t h a t  n e i t h e r  

of them i n d e p e n d e n t l y  v e r i f i e d  t h a t  t h e  reports of Governmsnt- 

owned p r o p e r t y  h e l d  by t h e i r  c o n t r a c t o r s  are  a c c u r a t e .  F u r t h e r -  

more, both c e n t e r s  f a i l e d  t o  take prompt a c t i o n  t o  d i s p o s e  of 

t h a t  p r o p e r t y  once  a c o n t r a c t  had been completed, and o n e  c e n t e r  

w a s  lax i n  e n f o r c i n g  t h e  submiss ion  of t h e  b i a n n u a l  reports  show- 

ing  p r o p e r t y  pu rchased .  

C o r r e c t i v e  a c t i o n  t a k e n  or  p l anned  

During o u r  r e v i e w  w e  no ted  t h a t  s e v e r a l  c e n t e r s  were t a k i n g  

some steps t o  improve p r o p e r t y  management For  example,  

Morgantown w a s  implementing a new property management sys tem.  

This system i nc luded  the development  of w r i t t e n  p r o c e d u r e s ,  a 

wall-to-wall i n v e n t o r y  d u r i n g  which each i t e m  was decaled, a 

r e c o n c i l i a t i o n  o f  i n v e n t o r y  r e s u l t s  w i t h  property records, and 

t r a i n i n g  c o u r s e s  on p r o p e r t y  management. I n  a d d i t i o n ,  P i t t s b u r g h  

has  deve loped  a d d i t i o n a l  d i r e c t i v e s ,  i n c r e a s e d  t h e  s i z e  o f  i t s  

p r o p e r t y  management s t a f f ,  and p l a n s  t o  implement new property 

management p r o c e d u r e s .  
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E T C ' s  shou ld  have adequa te  i n t e r n a l  c o n t r o l s  over procure-  

ment t r a n s a c t i o n s  t o  e n s u r e  t h a t  o n l y  needed goods and s e r v i c e s  

are purchased a t  t h e  best  possible  prices and t h a t  t h e y  are  w e l l  

c o n t r o l l e d  a f t e r  r e c e i p t .  During o u r  r ev iew o f  t h e  ETC's, w e  

found weaknesses i n  t h e  small pu rchas ing  (unde r  $10,000) and pay- 

ments systems.  These weaknesses c o n s i s t e d  o f  t h e  procurement  of . 
goods and s e r v i c e s  w i t h o u t  r e q u i s i t i o n s ,  i nadequa te  approva l  pso- 

c e d u r e s ,  and t h e  l a c k  of w r i t t e n  p rocedures  f o r  small pu rchases .  

Regarding procurement  w i t h o u t  r e q u i s i t i o n s ,  w e  found s e v e r a l  

i n s t a n c e s  a t  t w o  c e n t e r s  where i n d i v i d u a l  employees were making 

p u r c h a s e s  o u t s i d e  t h e  procurement system. R e q u i s i t i o n s  were 

be ing  submi t t ed  a f te r  t h e  goods and services had been r e c e i v e d ,  

and sometimes a f t e r  t h e  v e n d o r ' s  i n v o i c e  had been p r e s e n t e d  fo r  

payment. For examplep a t  B a r t l e s v i l l e  employees i n  t h e  o p e r a t i n g  

d i v i s i o n s  r e n t e d  typewriters d i r e c t l y  f rom a vendor .  Upon receipt  

of t h &  monthly b i l l i n g ,  each machine u s e r  submi t t ed  a r e q u i s i t i o n  

fo r  payment. The c e n t e r  l a t e r  purchased t h i s  equipment a f t e r  t h e  

vendor n o t i f i e d  t h e  center t h a t  t h e  monthly c h a r g e s  exceeded t h e  

pu rchase  price of t h e  equipment.  Moreover, a t  P i t t s b u r g h  w e  

found t h a t  11 o u t  of 124  sample t r a n s a c t i o n s  for goods and ser- 

v i c e s  were r e c e i v e d  before t h e  r e q u i s i t i o n s  were approved.  

Again,  employees were purchas ing  d i r e c t l y  from t h e  vendorso  One 

r e q u i s i t i o n e r  t o l d  u s  it was h e r  normal procedure t o  dea l  d i -  

r e c t l y  w i t h  t h e  vendor.  
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Concerning t h e  i n a d e q u a t e  approval p r o c e d u r e s ,  w e  found a t  ~. 

t w o  c e n t e r s  t h e  approval a u t h o r i t y  f o r  small purchases w a s  v e s t e d  

i n  too many employees and a t  a n o t h e r  c e n t e r  a v e r i f i c a t i o n  f o r  

s u p e r v i s i n g  a p p r o v a l  o f  r e q u i s i t i o n s  was n o t  r o u t i n e l y  made. F o r  

example,  a t  L a r a m i e ,  1 1 6  o u t  of 1 6 9  employees have a u t h o r i t y  t o  

approve  r e q u i s i t i o n s  up t o  p rede te rmined  do l l a r  amounts.  A t  

B a r t l e s v i l l e ,  many employees can  p u r c h a s e  goods under  B l a n k e t  

Pu rchase  Agreements ( B P A ' s )  from p r e - q u a l i f i e d  local vendors .  W e  

found t h a t  57 employees under  one BPA and 30 employees -under  

a n o t h e r  were a u t h o r i z e d  t o  make d i rec t  p u r c h a s e s  from vendors .  

W e  also found t h a t  c o n t r o l s  do n o t  a d e q u a t e l y  a s s u r e  t h a t  only 

needed merchandise  is purchased .  Moreover,  t h e  p u r c h a s i n g  clerk 

a t  B a r t l e s v i l l e  to ld  u s  s h e  d o e s  n o t  check for s u p e r v i s o r y  ap- 

p r o v a l s  when p r o c e s s i n g  r e q u i s i t i o n s .  Our sample of t r a n s a c t i o n s  

showed t h a t  a b o u t  o n e - t h i r d  of o u r  sample of 7 4 ' s m a l l  p u r c h a s e s  

had n o t  been approved.  

. 

F i n a l l y ,  none of t h e  ETC's had w r i t t e n  p r o c e d u r e s  t o  ade- 

q u a t e l y  s e t  f o r t h  t h e  s m a l l  p u r c h a s i n g  system. W e  b e l i e v e  t h a t  

t h i s  may be a c o n t r i b u t i n g  factor  t o  t h e  poor c o n t r o l s  o v e r  

t h e  E T C ' s  small p u r c h a s i n g  systems. 

WEAKNESSES I N  PAYMENTS FOR GOODS 
AND SERVICES RECEIVED 

- 

A t  t w o  o f  t h e  E T C ' s  w e  found t h a t  vouche r s  p repa red  fo r  

payment of service c o n t r a c t s  were b e i n g  r o u t i n e l y  approved f o r  

payment by i n d i v i d u a l s  w i t h o u t  f i r s t - h a n d  knowledge t h a t  t h e  ser- 

vice had been performed. For example: 
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--Our rev iew of 11 s e r v i c e  c o n t r a c t s  a t  Morgantown showed 

t h a t  t h e  t e c h n i c a l  project  o f f i c e r  on t w o  of t h e  c o n t r a c t s  

could  n o t  de t e rmine  i f  t h e  c o n t r a c t o r  was f u l f i l l i n g  t h e  

terms of t h e  c o n t r a c t  because  i n s p e c t i o n  and performance 

logs were n o t  be ing  kept. The c o n t r a c t s  were f o r  j a n i t o r -  

i a l  s e r v i c e  ( $ 3 2 6 , 0 0 0 )  and waste disposal ( $ 6 8 , 0 0 0 ) .  

--At P i t t s b u r g h ,  t h e  t e c h n i c a l  p r o j e c t  o f f i c e r  on three of  

e i g h t  s e r v i c e  c o n t r a c t s  &id-- n o t  know w h a t  t h e  c o n t r a c t s  

r e q u i r e d ,  when t h e  c o n t r a c t o r s  worked, o r  even wha t  was 

done when t h e y  were o n - s i t e .  
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. 
AUDIT COVERAGE OF 

RESEARCM F A C I L I T I E S  

Although t h e  Government-owned, c o n t r a c t o r - o p e r a t e d  f a c i l i -  

t i e s  and ene rgy  technology c e n t e r s  r e p r e s e n t  a s i g n i f i c a n t  por- 

t i o n  ( o v e r  30  p e r c e n t )  of DOE'S budget ,  t h e y  have r e c e i v e d  l i t t l e  

a u d i t  coverage  from t h e  I n s p e c t o r  Genera l .  Because of l i m i t e d  

s t a f f ,  t h e  I n s p e c t o r  Genera l  has  chosen t o  p r o v i d e  o n l y  minimal . 
a u d i t  coverage  of  t h e s e  f a c i l i t i e s  s i n c e  e x t e n s i v e  cove rage  is 

p rov ided  by aud i to r s  a s s i g n e d  t o  DOE'S f i e l d  o p e r a t i o n s  o f f i c e s .  

However, because these a u d i t o r s  r e p o r t  t o  t h e  managers of  these 

f i e l d  o f f i c e s  and n o t  t o  DOE t o p  management, t h e i r  a u d i t  indepen- 

dence is n o t  a s s u r e d l  a u d i t  r e s u l t s  are no t  r o u t i n e l y  brought  t o  

t h e  a t t e n t i o n  of  DOE top  management, and i n  some cases l i t t l e  or  

no c o r r e c t i v e  act ion is t aken  om a u d i t  f i n d i n g s  and recommenda- 

t i o n s .  

The I n s p e c t o r  Genera l  has n o t  performed a comprehensive 

a u d i t  of any one of t h e  6860's or  E 'EC's .  The l i m i t e d  number o f  

a u d i t s  t h a t  have been performed e o n c e n t r a t e d  on o n l y  s e l e c t e d  

programs or a c t i v i t i e s  a t  a s p e c i f i c  research f a c i l i t y  or a 

s i n g l e  f u n c t i o n  a t  s e v e r a l  laboratories.  

According t o  t o p  fG o f f i c i a l s ,  t h e  r eason  f o r  such l i m i t e d  

a u d i t  e f f o r t  o f  G 8 C O ' s  and ETCQs is t h e  l a c k  of s t a f f .  U n t i l  

J anua ry  1982 ,  there were on ly  1 2  I G  a u d i t o r s  i n  t h e  f i e l d  and 

approx ima te ly  40 i n  t h e  Washington, D.C. m e t r o p o l i t a n  area i n  

comparison t o  125 a u d i t o r s  a s s igned  t o  t h e  f i e l d  o p e r a t i o n s  

off ices.  
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r ' ,  . 
With such  l i m i t e d  I G  s t a f f  a v a i l a b l e  and t h e  l a r g e  number o f  

o p e r a t i o n s  o f f i c e  a u d i t o r s ,  t h e  I G  a l located h i s  scarce resources 

p r i m a r i l y  i n  other  areas. I G  o f f i c i a l s  e x p l a i n e d  t h a t  t h e y  fun- 

ne l ed  t h e i r  r e s o u r c e s  i n t o  newer programs--such as g r a n t s - - s i n c e  

t h e  o p e r a t i o n s  o f f ice  a u d i t o r s  p r o v i d e  cove rage  of  GOCO's. 

The a u d i t o r s  most r e s p o n s i b l e  fo r  t h e  o v e r s i g h t  of GOCO's 

and ETC's are attached t o  t h e  f i e l d  o p e r a t i o n s  o f f i c e s .  These 

a u d i t o r s  conduct  r ev iews  t o  e v a l u a t e  . c o n t r a c t o r  performance b u t  

t h e i r  pr imary  f u n c t i o n  is t o  s u p p o r t  t h e  o p e r a t i o n s  o f f i c e s '  ef- 

f o r t s  t o  a d m i n i s t e r  and manage c o n t r a c t o r  opera t ions . ,  S i n c e  t h e  

a u d i t o r s  report t o  t h e  head of t h e  o p e r a t i o n s  o f f i c e  and n o t  t o  t h e  

Depar tment ' s  s e c r e t a r y ,  t h e i r  a u d i t  independence is n o t  assured .  

I n  1979 ,  w e  recommended t h a t  the  DOE I G  should  have con- 

t r o l  of t h e  1 2 5  f i e l d  a u d i t o r s  who r e p o r t  t o  t h e  managers of 

f i e l d  o p e r a t i o n s  o f f i c e s ,  - 1/ I n  s u p p o r t  of  t h i s  proposal, t h e  

r e p o r t  s t a t ed  t h a t  " t h i s  a r rangement  does not i n s u r e  maximum inde- 

pendence i n  s e l e c t i n g  a c t i v i t i e s  for  review of o p e r a t i o n s  o f f  ices '  

e f f e c t F v e n 2 s s  F u r t h e r ,  t h e  r e p o r t  showed t h a t  f i e l d  aud i to r s  

canno t  be independent  s i n c e  t h e  a c t i v i t i e s  t h e y  a u d i t  are t h e  re- 

s p o n s i b i l i t y  of t h e  o p e r a t i o n s  o f f i c e  managers t o  whom t h e y  re- 

port .  

The IG was f i n a l l y  s u c c e s s f u l  i n  o b t a i n i n g  a s i g n i f i c a n t  

i n c r e a s e  i n  t h e  a u d i t  s t a f f  i n  J a n u a r y  1 9 8 2 ,  when t h e  S e c r e t a r y  

of Energy a u t h o r i z e d  t h e  t r a n s f e r  of  46 o p e r a t i o n s  o f f i c e  

aud i to r s  t o  t h e  I G .  

- l / " E v a l u a t i o n  of t h e  Department of Energy ' s  O f f i c e  of  
I n s p e c t o r  Genera l , "  EMD-80-29 
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