OFFICE OF THE UNDER SECRETARY OF DEFENSE

3000 DEFENSE PENTAGON
WASHINGTON, DC 20301-3000

ACQUISITION, July 26, 2004

TECHNOLOGY
AND LOGISTICS

DPAP/P

MEMORANDUM FOR ACTING UNDER SECRETARY OF DEFENSE FOR
ACQUISITION, TECHNOLOGY AND LOGISTICS

SUBJECT; Annual Statement Required under the Federal Managers Financial Integrity
Act (FMFIA) of 1982

| recognize the importance of management controls and have taken the necessary
steps to ensure a conscientious and thorough evaluation of management controlsfor the
Office of Defense Procurement and Acquisition Policy (DPAP). The results indicate that
DPAP’s system of internal accounting and administrative control, in effect during the
fiscal year ending September 30,2004, providesreasonable assurance, with the exception
of the systemic weaknesses noted, that management controls are in place, operating
effectively, and being used. Furthermore, DPAP achieved the FMFIA objectives within
the limits described in TAB A. TAB A also provides information on how DPAP
conducted the evaluation and cites any deficiencies found in the process.

The evaluation did not identify any material weakness, but it did identify systemic
weaknesses, At TAD C-1 isalist of systemic weaknesses, including thosc requiring
correction and those corrected. At TAB C-2 isan individua narrativefor each
uncorrected systemic weakness. At TAB C-3isanindividual narrative for the systemic
weakness corrected during the current period. My point of contact is Mr. Gary Blasser at
(703) 695-7197. /

Deidre A. Lee
Director, Defense Procurement
and Acquisition Policy

Attachments:
As stated

CC:
Director, ARA



TAD A

DESCRIP'I'lONOF THE CONCEPT OF KEASONABL E ASSURANCE
AND HOM' THE EVALUATION WASCONDUCTED BY THE OFFICE OF THE
DIRECTOR, DEFENSE PROCUREMENT AND ACQUISITION POLICY

Senior management of the Ottice of the Director, Defense Procurement and Acquisition
Policy (DPAP) evaluated the system of internal accounting and administrative control, in effect
during the fiscal year ending September 30, 2004, in accordance with the guidance in Office of
Management and Budget (OMB) Circular No. A-123 (Revised), ""Management Accountability
and Control," dated June 21, 1995, as implemented by DoD Directive 5010.38, " Management
Control Program," dated August 26, 1996, and DoD Instruction 5010.40, **Management Control
Program Procedures,” dated August 28, 1996. The OMB guidelines were issued in consultation
with the Comptroller General of the United States, as required by the Federal Managers'
Financial Integrity Act of 1982.” Included is an evaluation of whether the system of internal
accounting and administrative control for DPAP isin compliance with standards prescribed by
the Comptroller General.

The objectives of the system of internal accounting and administrative control of DPAP are
to provide reasonable assurance that:

«  Theobligations and costs are in compliance with applicable laws;

«  Funds, property, and other assets are safeguarded against waste, |0ss, unauthorized
use, or misappropriation; and

*  Revenues and expenditures applicable to agency operations are properly recorded and
accounted for to permit the preparation of reliable accounting, financial and statistical
reports and to maintain accountability over the assets.

The evaluation of Management Controls (MC) extends to every responsibility and activity
undertaken by DPAP and applies to financial, administrative and operational controls.
Furthermore, the concept of reasonable assurance recognizes that (1) the cost of management
controls should not exceed the benefits expected to bc derived; and (2) the benefits include
reducing the risk associated with failing to achieve the stated objectives. Moreover. errors or
irregularities may occur and not be detected because of inherent limitationsin any system of
internal accounting and administrative control, including thosc |initati ons resulting from
resource constraints, congressional restrictions, and other factors. Finaly, projection of any
system evaluation to future periods is subject to risk that procedures may be inadequate because
of changesin conditions, or that the degreeof compliance with procedures may deteriorate.
Therefore, this statement of reasonable assurance is provided within the limits of the preceding
description.

DPAP performed the evaluation in accordance with the guidelines identified above. The
results indicatethat the system of internal accounting and administrative control of DPAP in
effect during the fiscal year that ended September 30,2004, taken as a whole, complies with the
requirement to provide reasonable assurance that the above mentioned objectives were achieved.
This position on reasonable assurance is within the limits described in the preceding paragraph.



Description of How Evaluation Was Conducted

Within the Office of the Secretary of Defense, DPAP performs the Management Control
(MC) functions in the procurcment and acquisition policy areas. DPAP took steps to
institutionalizc the program by taking effective action to address issues arising under it. DPAP
performed an annual Vulnerability Assessment and responded to numerous alternative MC
evaluations{e.g., GAO reports and reviews, DoD-1G reports and reviews, Congressional reviews
and hearings, and other reports). DPAP’s MC program employs I G findings, audit agency
findings. component inspections, GAO reports and reviews, and reviews of functional proponent
proposals submitted through the DoD M C program.

DPAP oversees a Procurement Management Review (PMR) program for the Defense
Agencies and other OSD components, excluding the Defense Logistics Agency. A team led by
the Defense Contract Management Agency conducts the reviews. The team members are
experienced contracting professionals provided by the military departments, defense agencies,
other OSD components, and occasionally other federal departments. Team members are
generally at the GS 13-15 level. The reviews cover a broad range of procurement issues,
including the adequacy of loca policies and procedures, acquisition planning, source selection
procedures and competition performance, pricing, post award functions, overall management of
the contracting function, and its interrelationship with other organizational elements. In addition,
topics of special interest, such astask order contracting or contract off-loading, can be given to
the PMR teams for special emphasisin their reviews. The reviews are conducted on a three to
four-year cycle. with interim monitoring of implementation of recommendalions.

Section 25(d) of the Office of Federal Procurement Policy Act, 41 U.S.C.421(d) requires
the Secretary of'Defense to approve all regulations relating to Dol procurement before they
become effective. This authority to exercise approval was delegated to the Director of Defense
Procurement on April 10, 1991, Part 201 of the Defense Federal Acquisition Regulation
Supplement (DFARS) establishes a system of controls for issuing the DFARS.

The DFARS provides that the Director. DPAP, approves al policies. procedures, clauses,
or formsthat (I) have asignificant effect beyond the internal operating procedures of the agency;
or (2) have asignificant cost or administrative impact on contractorsor offerors. In addition, the
Director. DPAP, approves certain individual and class deviations from the Federal Acquisition
Regulation (FAR) and the DFARS. The DFARS requires each department and agency to
develop, and upon approval by the Director, DPAP, implement, maintain, and comply with a
plan for controlling the use of clauses other than those standard clauses prescribed in the FAR or
DFARS. Within DPAP, the Defense Acquisition Regulations Directorate tracks
department/agency clauses, and, in conjunction with other DPAP directorates, reviews the
clauses and makes recommendations to the Director, DPAT, for approval. The DoD system for
controlling nonstandard clauses is working. Each Military Department and Defense Agency has
an approved plan covering how it controlsthe use of nonstandard clauses.

DPAP enhanced DoD’s rule making process by implementing an open process on the
web and initiaring significant process, regulatory and technology changes. The public can
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submit arid view comments on propused revisions w tie DFARS, thereby, enhancing public
participation in the rulemaking process and providing visibility into industry and other public
comments. 'She website provides asummary and a “line in/line out™ version of proposed interim
and fina DFARS changes published in the Federal Register so the changes are easier to
understand. DPAP also holds public meetings on significant proposed regulations to obtain
inputs from industry, various industry associations, American Bar Association, and public
accounting firm representatives. This process ensures that DPAP fully understands each
organization's concerns and the potential consequences of proposed regulations, and thusis able
to make any res isions needed to ensure the issuance of fair and balanced regulations.

DPAP undertook a major effort to reduce unnecessary regulation in the DFARS by 40%.
DPAP identified over 700 changesto the DFARS, opened 80 DFARS cases to initiate the
changes and began publishing proposed changes for public comment. DPAP created a
companijon resource to the DFARS known as DFARS Procedures, Guidance and Information
which will sene as a tool for non-regulatory procedures and guidance that do not have a
significant impact on the public. Thistool will help foster rapid changes to internal DoD
procedures and provide increased flexibility to contracting officers in meeting mandatory DoD
policies in support of the warfighter.

To improve efficiency, reduce resources, expand training opportunities and further
enhance transparency, DPAP underlook acompetitive initiative to futegrate commercial software
applicationsinto DoD’s DFARS acquisition rulemaking process. DPAP selected two potential
solutions as part of adown-select strategy to select asingle small business to implement a
capability that will bring collaboration, search-engine, publication and management toolsinto the
DFARS process. DPAP received OMB concurrence to move forward with the capability asa
model for Module 3 of the Federal e-Rulemaking initiative. The eventual contract will allow
expansion of the capabilitiesto include die Federal Acquisition Regulation rulemaking process.
DPAP expects to make the final selection in September 2004. Additionally, DPAP supports the
Government wide c-Rulemaking initiative, serves as the DoD member of the e-Rulemaking
Executive Steering Group and includes the e-Rulemaking website in Federal Register notices as
an option for submission of public comments.

DPAP issues new policy guidanceif any material weakness in the contracting areais
considered to be widespread and correctable through a policy change. DPAP also issues new
policy guidance as the result of any DoDIG report of a management weakness.

The Director, DPAP, effectively uses her monthly Interdepartmental Staff meetings with
her Military Department, Defense Logistics Agency, Defense Contract Management Agency,
Defense Finance and Accounting Service, and Defense Contract Audit Agency counterparts to
persuasively explain and gain department-wide support for evolving contracting policies and
procedures and to explore Systemic problem areas. The Director, DPAP, bricfs representatives
of various industry associations on current procurement initiatives on a regular basis. Onan
exception basis, representatives advise the Director, DPAP, of potential weaknesses.

DPAP reviews the acquisition strategy and accompanying contract/business strategy for
Defense Acquisition Board and other sensitive programs that come under USD(AT&L)
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oversight. This process assures that those contracts comply with DeD policy on such matters as
streamlining, risk sharing, and schedule realism.

Asthe Acquisition Domain owner under the Business Management Modernization
Program (BMMP), DPAP isresponsible for review and guidance of acquisition infonnation
technology (1T) investments for the Department of Defense. As such, to ensure appropriate
management control of IT investments, the Director, DPAP, established a governance process
and governing body to assess, evaluate, and make decisions regarding the most prudent courses
of action with regard to acquisition information technology. Additionally, a compliance process
was ingtituted to evaluate I T solutions far alignment with DPAP, aswell as, BMMP,
Comptroller, and Network Infrastructure and Integration (NII) requirements. This
institutionalization of process control ultimately serves asthe effective management control
process for DPAP.

Systemic W eakness Disclosure

Svystemic Weakness Reference Page No.

1. Proper Use of Non-DoD Contracts — Reports by the Inspector C-2-1
General of the Department of Defense (Dol3) and General Services
Administration (GSA) respectively revealed cases where non-DoD)
contracting vehicles have been used improperly to procure services
and/or supplies for Dol needs. The estimated completion date is
2" Qtr, FY2006.

2. BMMP Technical Approach and Domain Support. — A recent C-2-3
GAO report indicates two factors are hindering the Business
Management Modernization Program in its efforts to transform
and modernize the Department's business and financial processes
and systems (1) the technical approach to creating enterprise
architecture and reengineering business processes is flawed, and
(2) leadership isinadequate. The estimated correction date is 4™
Qtr, FY2005.

3. DoD Charge Card Program Management - Audit reports provide C-2-5
evidence of failures of the internal control systems designed to
mitigate the inherent risk of abuse or misuse of charge cards. The
estimated correction date is 4™ Qtr, FY2005 (QUSD(AT&L) for
Charge Cards. (Travel Cardsis ascparate action by OUSD(C).)

4. DoD Scrvices Contracting - Numerous Office of Inspector General C-31
reports were issued which identify various Pre- and Post-Award
issues that are not being adequately addressed on procurements for
services. Completed this period. (QUSD(AT&L}}
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MATERIAL WEAKNESSES/CORRECTIVE ACTIONS
TABB
'This section presents management control weakness information in three subset tabs:

e A listing ot the titles ot all uncorrected and corrected material weaknesses as of the
conclusion of the current period along with projected correction dares (TAB B-1}.

NOT APPLICABLE

e Narratives for the uncorrected material weaknesses identified in the summary listing
(TAB B-2).

NOT APPLICABLE

e Narratives for al material weaknesses corrected during the current period (TAB B-3).

NOT APPLICABLE

TAB B



SYSTEMIC WEAKNESSES/CORRECTIVE ACTIONS

TABC

This section presents management control weakness information in three subset tabs:

A listing of the titles of al uncorrected and corrected systemic weaknesses as ot the
conclusion of the current period along with projected correction dates (TAB C-1).

Narratives for the uncorrected systemic weaknesses identified inthe summary listing
(TAB C-2).

Narratives for all systemic weaknesses corrected during the current period (TAB C-3).

TADC



TAB C-1

LISTS OF UNCORRECTED AND CORRECTED SYSTEMIC WEAKNESSES

Uncorrected Weaknesses Identified During the Period

Targeted Correction Date

Title (Quarter and Fiscal Year) Page #
Category: Procurement
Proper Use of Non-DoD 2™ Qtr FY 2006 TAB C-2-1
Contracts for Supplies and Services
BMMP Technical Approachand 4™ Qur FY 2005 TAB C-2-3
and Domain Support
Uncorrected Weaknesses |dentified During Prior Periods
Correction Otr & FY Date
Y ear Per Last Per This
First Annual Annual
Title Reported Statement Statement Page #
Category: Procurement
DoD Charge Card FY 2002 4" Qtr FY 2004 4™ Qtr FY 2005 TAB C-2-5
Program Management
Corrected Weaknesses | dentified During All Periods
Y ear
First
Title Reported Page #
Category: Procurement
Dol) Service Contracting FY 2002 TAB C-3-1
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TAB C-2

UNCORRECTED SYSTEMIC WEAKNESS
STATUS OF CORRECTIVE ACTIONS

Uncorrected Weaknesses | dentified During the Current Period

Title: Proper Use of Non-DoD Contracts

Description of  Recent reports by the Inspector General of the Department of Defense (DoD) and General

| ssue Services Administration (GSA) respectively have revealed cases where nion-DoD
contracting vehicles have been used improperly to procure services and/or supplies for
DoD needs. GSA 1G attributes the problems to GSA’s incffective system Of internal
management controls, GSA personnel accommodating customer's preferences, and an
emphasis on revenue growth. Do} notes a management control problem of itsown, ie.,
the need for a more disciplined processes for properly purchasing supplies and services, by
or on behalf of DoD, under non-DoD contracts to meet the needs of DoD.

Functional Procurement
Category

Component OSD

Paced Year Identified: FY 2004
Corrective Original Targeted Correction Date: 2" Qtr, FY 2006
Action Tareeted Carrection Date in Last Report: Not Applicable
Current Target Date: 2™ Qtr, FY 2006
Reason for Not Applicable
Changein
Date(s)
Component/ Title Appropriation(s)
Apprapriation Not Applicable
/Account (30005)
Number FY 2004 FY 2005 FY 2006 FY 2007 Cost-To-Complete Total
$ § $ $ 8 s
Validation Assess the adequacy of implementation of recent policy guidance on the ' Proper use of
| ndicator non-DoD Contracts” by Military Departments and Defense Agencies.
Results OSD, Military Departments, and Defense Agencies will assess the compliance of
Indicators contracting activities with the policy guidance concerning the proper use of non-DoD
contracts.
Source o GSA IG Report A020144/T/5/Z204002, January 8.2004, "Audit of Federal Technology
Document Service's Client Support Centers"

=  DeoD IG Memorandum to Director, DPAP, Tanuary 15, 2004, Suhject: Audit of Federal
Technology Support Centers.

*  USD(AT&L) Policy, " Proper Use of Non-DoD Contracts”, (expected July 2004 -
cffective October 1, 2004)



Progress to

Date

Major
Milestones

DoD has taken a very aggressive approach to combat the systemic prohlem of improper nse

of non-Dol contract vehicles:

e Created new policy which establishes internal review procedures for any procurement
of services or supplies greater than the simplified acquisition threshold when using
non-DoD contract vehicles (July 2004)

e Commenced collaboration with GSA on the " Get It Right™ Campaign (July 2004)

A. Completed Milestones:
Date Milestone
4" Qtr FY 2004 DoD policy memorandum issued by Acting USD(AT&L) effective
October 1. 2004.

B. Planned Milestones for 2004:

Date Milestone
4" Qur FY 2004 Develop training with Defense Acyuisition University (DAU) and G3A.

4" Qtr FY 2004 Conduct outreach programs with assisting civilian agencies.
C. Planned Milestones for FY 2005:

Date Milestone
1" Qtr FY 2005 Issue interim DFARS rule.

1 Qtr FY 2005 Worktbrce training commences.

3% Qtr FY 2005 Reports on DoD use of non-DoD contracts from assisting civilian
agencies commence

D. Planned Milestonesfor Beyond FY 2005:

2™ Qtr FY 2006  OSD, Military Departments, and Defense Agencies will complete a
compliance review regarding implementation of the policy regarding
proper use of non-DoD contracts.
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TAD C-2

UNCORRECTED SYSTEMIC WEAKNESS
STATUSOF CORRECTIVE ACTIONS

Uncorrected Weaknesses [ dentified Duringthe Current Period

Titlee BMMP Technical Approach and Domain Support

Description of
I ssue

Functional
Category

Component

Paced
Corrective
Action

Reasonfor
Changein
Date(s)

Two factors are hindering the Business Management Madernization Program in its etforts
to transform and modernize the Department's business and financial processes and systems

() the technical approach to creating enterprise architecture and reengineering business
processcs is flawed, und (2) lcadership isinadcquatc.

Technical Approach:

BMMP’s technical approach is backwards. BMMP and Domains are expending
considerable resources reviewing current-state rules and requirements to select [uture-state
systems, rather than using future-state business processes as the basis for deriving system
requirements. To date, BMMP has spent over three months using 12-20 personnel daily to
review approximarely 49,000 of 200,000 source lines of rules and requircments (hat cannot
be mapped directly to how the Department will achieve an unqualified audit opinion.

BMMP is attempting to support the QUSD(C) goal of an Unqualified Audit by 2007. The
current imeline demands that the financially relevant components of the architecture be
completed by the surnmer of 2004, This leaves insufficient time to develop and vet a
detailed future-state business process, which would serve as the basis for deriving system
requirements of the future-state general [edger System, for the Department

RMM P has not communicated the end-to-end modernization approach to the Domains and
Services. Domains have been unable to effectively support BMM P because taskers are
routincly ad hoc and they are not reflected on a master project plan. RMMP and Domains
are expending significant personnel resourcesto support deliverables with no clear benefit
or objective.

Leadership:

Department and BMMP leadership are not adequately collaborating in BMMP in program
management. Asaresult, a cross-domain enterprise strategy is not driving modernization,
and the current bottom-up approach cannot be strategically aligned. Workgroups and
teams are not staffed by personnel Wth the necessary backgrounds to achieve success.
Output in many cases is therefore suspect.

Comptroller and/or Resource Management

OSD

Year Identified: FY 2004
Original Targeted Correction Date: 4th Qtr, FY 2005
Targeted Correction Date in Last Report: Not Applicable
Current Tarvet Dale. 4th Qtr, 'Y 2005
Not Applicable
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Component/

Appropriation

/Account
Number

Validation
I ndicator

Results
Indicaiory

Source
Document

Progress to
Date

Major
Milestones

Title Appropriation(s)
Not Applicable

(30005)
EY_2004

EY.2005 EY.2006 EY. 2007 Cost-To-Complete Total
$ $ $ $ ) $

Two sources of validation will be used to assess results.
. Government Accountability Office follow-on reports should reflect improvement in
resource use

2. Independent review from competent external activities should assess the effective use
of resources between BMMP and Domains.

1. BMMP’s timeline for architecture development should change to account for future-state
requirements versus current-state.

2. BMMP leadcrship must communicate a comprehensive technical approach and project
plan to Department senior leaders, DO/IT, and all stakeholdersthat addresses process, data,
systems architectures, transition plan and portfolio management so that there is na
confusion among BMMP, Domain, and Service and Component personnel.

3. BMMP workgroupsand teams should consist of the most qualified and competent
personnel available for cach subject addrcascd.

o GAO, Report GAO-04-615, April 2004, “DoD Business Systems Modernization,
Billions Continue to be Invested with Inadequate Manragement Oversight and
Accountability"

Not Applicable

A. Completed Milestones:
Nor Applicable

B.  Planned Milestones for FY 2005:
Nate Milestone
Qtr FY 2005 Align architecture approach with standard practicen. Spcceifically, allow
sufficient timeto develop and vet future business processes for the
Domains and Enterprise that can be used to derive requirements for future
systems,

1" Qtr FY 2005 BMMP leadership must communicate a comprehensive technical approach
and project plan to Department senior leaders DO/IT and all stakehalders
that addresses process, data, and systems architectures, transition plan, and
portfolio management. Any concerns related to the technical approach
must be resolved, and the plan agreed to. Once confirmed, BMM P and the
Domains must jointly execute according to plan.

1* Qtr FY2005 Senior Department, Domain, and Component Leadership must be actively

and ongoing  engaged, and their recommendations acted upon, in the devel opment of the

thereafter enterprise strategy that will drive the modernization effort and then remain
actively involved in the management and oversight of the modernization
program.

C. Planned Milestones for Beyond FY 2005:
Not Applicable
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TAB C-2

UNCORRECTED SYSTEMIC WEAKNESS
STATUS OF CORRECTIVE: ACTIONS

Uncorrected Weaknesses | dentified During Prior Periods

Title: DoD Charge Card Program Management

Description of
I ssue

Functiona/
Category

Component

Pace of
Corrective
Action

Reason for
Changein
Dute(s)

Component/
Appropriation
/ Account
Number

Validation
I ndicator

Results
Indicators

Audit reports of the purchase card program over fiscal years 2001 and 2002 provide
evidence of failures of the internal control systems (particularly in the area of compliance)
designed to mitigate the inherent risk of abuse or misuse of purchase cards. The audits
revealed incidences of misuse, abuse, and fraud that are caused by inadequate command
emphasis and poorly enforced internal controls.

Procurenient

OSD

Y ear Identified: FY 2002
Original Targeted Correction Date: 4™ Qtr, FY 2003
"Targeted Correction Date in I.ast Report: 4" Qtr, FY 2004
Current Target Date: 4% Qtr, FY 2005

We are working with industry and DoD, 1G to develop strategies for data mining
techniques. Of the four open actions (from the original 26): Three are common to purchase
cards and travel cards. One isunique to the purchase cards. Coordination with a number
of other partiesisrequired, such as personnel and bargaining units.

Title Appraopriation(s)

USD(AT&L) to provide813 . (8000s)

FY 2004 FY 2005 FY 2006 FY 2007  Cost-To-Complete Total
$0 $300K $300K $300K $ $1.1M

Estimated annual maintenance ¢osts each year to update indicators and functionality of
around $30K.

The effectiveness of the corrective actions will be validated when all corrective actions
identified in Management Initiative Decision 904 related to purchase cards or general
management have been completed. To date only four of the 26 purchase card MID904
actions are still open. Note: MID904 carried forward the remaining uncxccuted
recommendations from the DoD Charge Card Task Force report, and it estahlished a
number of additional corrective actions not previously identified.

The implementation of a Defense Federal Acquisition Regulation Supplement change to
provide greater cmphasis on command responsibilitics regarding the purchase card
program; completion of afield test and implementation of data mining algorithms to
identify post-fact questionable transactions; DoD-wide implementation of on-line hilling
review, approval, and certification; and development and implementation of a purchase
card authorization/authentication capability to address systemic weaknesses identified
during data mining.
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Source
Document

Progress to
Date

Major
Milestones

Various DoDIG and GAO audit reports.

The Department has taken aggressive action to correct weakness in purchase card internal

controls including:

e Cancellation of unnecessary cards and reducing workloads on billing officials so that
they can perform timely and completereviews of al card transactions.

e Development of a comprehensive purchase card concept of operations (ConOps) that
the Components use as a guide to oversee their programs.

e Completion ot initial tield tests ot acentralized data mining tool to detect fraudulent,
wasteful and abusive card transactions_(focused on examination and disposition of’
questionable purchase card fransactions flagged by 1G/DFAS fraud indicators).

e Implementation of new disciplinary guidelines specifically targeted to card misuse. In
conjunction with the Department of Justice, aggressive prosecution of known fraud

cases.
A Completed Milestones:
Date Milestone
Ongoing Cancellation of unnecessary cards and tailoring spending timits to

historical buying patterns.

Ongoing Increase awareness concerning usage of charge cards through training
forums. For example, this was discussed a the DoD Procurement
Conference, May 2004.

3" Qtr F'Y2004 Establishment of methods to ensure cards are collected from departing
civilians and service members.

4™ Qtr FY2004 Development of enhanced training materials.

4% Qtr FY2004 Issuance of an overarching directive on purchase card roles and
rcsponsibilitics within DoD.

B Planned Milestones for FY 2005:
Date Milestane
1" Qtr FY2005 Implementation of a self-certification process to assess the
creditworthiness of prospective cardholders (at al 1,400 local union
bargaining units).

1" Qtr FY2005 Issuance of omnibus Charge Card Guidebaok, including governing laws
and regulations and more salient business rules for purchase, travel, fleet,
aid air cards.

4" Qtr FY2005 Use of on-line statement review, approval and certification.

4" Q FY2005 Availability of an enhanced centralized data mining tool to detect
fraudulent, wasteful and abusive card transactions

4™ QFY2005 Independent verification of fraud detection process
C. Planned Milestones for Beyond FY 2005:

Date Milestone
Not Applicable
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TAD C-3
SYSTEMIC WEAKNESSCORRECTED THISPERIOD

Identified During Prior Periods

Title: Dol Services Contracting

Description of  The Officeof Inspector General issucd numerous reports which identify various Pre and
| ssue Post Award issues that were not being addressed on procurement of services.

Functional Procurement
Category

Component 08D

Puace of Year tdentified: FY 2002
Corrective Original Targeted Correction Date: 4™ Qir, FY 2003
Action Targeted Correction Date in Last Report: 4% Qrr, FY 2004
Current Target Date: 4 Qtr, FY 2004
Reasonf or Not Applicable
Changein
Date(s)
Validation Military Departments must implement new USD(AT&L) policy requiring acquisition plans for
Indicator procurement of services. Dol) will verify that this has occurred through the use of on-site
naicaro verification, audits, and management controls.
Results Each military department hasan OSD approved process to review and approve acquisition
Indicators plans for all services procured by that military department.
Source Various DoDIG and GAO audit reports.
Document
Progressto As shown in the char! below df major milestones have been completed.
Date
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Mujor
Milestones

Date
1™ Qtr FY2003

34 Qtr FY2003

3% Qtr FY2003

3 Qtr FY2003

1% Qtr FY2004

3 Otr FY2004

Carngleted Milestone
Revise DFARS to implement sec. 8§03 of the National Defense
Authorization Act for FY2002 (Pub. L. 107-107), requiring competition
in the purchase of services greater than $100,000 under multiple award
contracts (multiple award schedule program under GSA and multiple
award indefinite-quantity (task and delivery) order contracts). DIFARS
216.505-70, "' Orders for services under multiple award contracts,” was
incorporated into the DIFARS on October 25, 2002,

DoD ingtitutes a policy governing the management and oversight of the
acquisition of services. USD(AT&L) issued policy memorandum on
May 31, 2002 and in DeDD 5000.112, putiistied on May 12, 2003.

Require an acquisition strategy to be developed and approved for each
acquisition of services, and require funding actions and business
arrangementsto be executed in accordance with the approved
acquisition strategy. Included in the USD(AT&L) policy memorandum
and in DoDD 5000.1/2 published on May 12, 2003.

Require metrics for cost, schedule and pertormatice to beestablished tor
each service acquisition, and for the appropriate Decision Authority to
assess progress against the metrics, Included in the USD(AT&L) policy
mcmorandurn and in DoDD 5000.1/2 published on May 12. 2003.

Review Military Departments' implementation of thesc requirements
All the Military Departments have approved implementation plans.

Increase awareness in the area of services contracting through training
forums. Acquisition of Serviceswill be addressed at a breakout session
at the DoD Procurement Conference for 2004. Done in May 7004.
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