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GAO United States 
Genera l Account ing Office 
Wash ington, D.C. 20648 

Nat iona l Secur ity and 
Internat iona l Affairs Div is ion 

B-246609 

March 27,1992 

The Honorab le Howard Wo lpe 
Cha irman, Subcommittee on 

Invest igat ions and Overs ight 
Committee on Sc ience, Space, 

and Techno logy 
House of Representat ives 

Dear Mr. Cha irman: 

As requested, we are prov id ing you with our assessment of the Nat iona l Aeronaut ics and Space 
Admin istrat ion’s (NASA) comp l i ance with its regu lat ions on the de legat ion of contract 
admin istrat ion funct ions, commun icat ion with the Defense Contract Management Command 
(DCMC) on de legated contract admin istrat ion funct ions, and coord inat ion of work performed by 
DCMC. 

As arranged with your off ice, un less you pub l ic ly announce the contents of th is report ear l ier, we 
p lan no further d istr ibut ion unt i l 30 days after its issue date. At that t ime we wi l l send cop ies to 
other appropr iate congress iona l committees and the Admin istrator, NASA. We wi l l a lso make 
cop ies ava i lab le to others on request. 

Please contact me on (202) 275-5 140 if you or your staff have any quest ions concern ing th is 
report. Ma jor contr ibutors to th is report are l isted in append ix I. 

Sincere ly yours, 

Mark E. Geb icke 
Director, NASA Issues 



Execut ive Summary 

Purpose The Nat iona l Aeronaut i cs and Space Admin i strat ion (NASA) spent over $10 
b i l l i on per year dur ing f isca l years 1989-g 1 on work done by contractors. 
To he l p ensure that contractors comp l y with contract requ irements, NASA 
oversees the ir act iv it ies. In many cases, NASA de l egates contract overs ight 
act iv it ies to another government organ izat ion. That organ izat i on is often 
the Department of Defense’s (DOD) Defense Contract Management 
Command (DCMC). 

The Cha i rman, Subcommittee on Invest igat ions and Overs ight, House 
Committee on Sc ience, Space,, and Techno l ogy, asked GAO to report the 
resu lts of its assessment of NASA'S (1) comp l i a nce with its regu lat i ons on 
the de legat i on of contract admin istrat ion funct ions, (2) commun i cat i on 
with DCMC on de l egated contract admin istrat ion funct ions, and (3) 
coord inat i on of work performed by DCMC. 

Background The Federa l  Acqu is i t i on Regu lat i on (FAR) and NASA’s supp l ement to it are 
the pr imary documents NASA uses for contract admin istrat ion 
requ irements. The FAR l i sts 77 contract admin istrat ion funct ions, such as 
property admin istrat ion, voucher approva l, and qua l i ty assurance. The 
NASA FAR Supp l ement a l l ows NASA contract ing off icers to de l egate 
respons ib i l i ty for performing most of these funct ions to another agency. 
However, regard l ess of the extent and nature of the de l egated contract 
admin istrat ion funct ions, NASA i s u lt imate ly respons i b l e for the 
admin istrat ion of its contracts. 

DCMC rece i ves a lmost a l l of NASA'S de l egated contract admin istrat ion 
funct ions, and DCMC oversees most of these de l egated funct ions. DCMC 
rece i ved about $29 mi l l i on of the a lmost $33 mi l l i on pa i d to DOD for 
contract admin istrat ion serv i ces in f isca l year 199 1, and it expects to 
rece i ve about $37 mi l l i on of the near ly $41 mi l l i on NASA est imates it wi l l 
p ay DOD i n f isca l year 1992. 

4 

Resu lts in Br ief GAO found w idespread and s ign if i cant def ic i enc i es in NASA’s management of 
de l egated contracts. For examp l e, p l ann i ng conferences between NASA and 
DCMC were not he l d as requ ired. In add it ion, de legat i on letters from NASA to 
DCMC were often e ither late or not c lear enough about the funct ions be i ng 
de legated. NASA d id not obta in most acceptance letters in a t ime ly manner, 
and some were not obta i ned at a l l. Some NASA contract ing off icers were not 
aware that the ir contracts had been de l egated to DCMC or d id not know why 
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Execut ive Summary 

funct i ons had been de l egated. Further, NASA cou l d not ver ify the amounts 
or serv i ces that DCMC was b i l l i ng it for. 

NASA has been aware of many  of its contract adm in i strat i on de l egat i on 
prob l ems for severa l  years, and it has begun to address them. NASA has 
ident if i ed contract management as a mater i a l  weakness under the Federa l  
Managers’ F i nanc i a l  Integr ity Act and recent l y changed its regu l at i ons and 
procedures to address most of the prob l ems d i s cussed in th is report. 
However, add i t i ona l  act i ons wi l l  b e requ i red to ensure that these and other 
prob l ems noted in th is report are adequate l y corrected. 

Pr inc i pa l  F i nd i ngs 

Noncomp l i ance W ith 
Regu lat i ons 

The NASA FAR Supp l ement requ i res that NASA ho l d a p l ann i ng conference 
w ith the de l egatee to p l an the nature and extent of contract adm in i strat i on 
act iv i t i es on contracts expected to exceed $5 mi l l i on. However, NASA 
center personne l  d i d not ho l d p l ann i ng conferences w ith DCMC on 88 
percent (44 of 50) of the contracts GAO exam i n ed that exceeded $5 mi l l i on. 
Some NASA contract i ng off icers were not fami l i ar w ith th is requ i rement or 
d i d not cons i der it to be cr it ica l. The updated NASA FAR Supp l ement 
requ i res that contract i ng off icers obta i n approva l  from a procurement 
off icer to wa i ve the p l ann i ng conference requ i rement. 

The NASA FAR Supp l ement requ i res that letters ident ify i ng the 
respons ib i l i t i es of the de l egatee be sent w ith i n 15 days after contract 
award. However, for about 36 percent (43 of 119) of the contracts GAO 
exam i ned, the centers had not sent the letter w ith i n 15 days. In a lmost 40 
percent (17 of 43) of these contracts, de l egat i on letters were sent 3 
months or more after contract award or were not sent. 

4 

The NASA FAR Supp l ement requ i res that NASA send the de l egatee spec i a l  
i nstruct i ons in certa in c i rcumstances. For examp l e, pr ior to a recent NASA 
FAR Supp l ement rev is i on, NASA was requ i red to prov i de spec i a l  i nstruct i ons 
when it de l egated the respons ib i l i ty for approv i ng the award of 
subcontracts. However, the centers d i d not send spec i a l  i nstruct i ons to 
DCMC for about 30 percent (12 of 37) of the contracts where instruct i ons 
were requ ired. The updated NASA FAR Supp l ement no l onger a l l ows th is 
subcontract approva l  funct i on to be de l egated w ithout wr itten just if i cat ion 
to and approva l  from a procurement off icer. 
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Execut ive Summary 

Insuffk ient Commun i cat i on NASA’S i n struct i ons in its de l egat i on letters to DCMC usua l l y  d i d not spec i fy 
wh i ch of the 77 contract adm in i strat i on funct i ons had been de l egated to 
DCMC. Instead, the centers expected DCMC to infer from the de l egat i on 
letter’s references to the FAR and NASA FAR Supp l ement wh i ch contract 
act iv i t i es app l i ed. A recent NASA FAR Supp l ement update requ i res 
de l egat i on letters to c lear l y and spec i f i ca l l y state wh i ch funct i ons have 
been de l egated. 

For over ha lf of the 119 contracts GAO rev i ewed, the centers e ither d i d not 
obta i n acceptance letters from DCMC at a l l  or d i d not obta i n them in a 
t ime l y manner. W ithout th is letter, the centers cannot document that DCMC 
has accepted respons ib i l i ty for a de l egated contract and who to contact at 
DCMC t0 d iSCUSS COntEWt iSSUeS. The NASA FAR $gqhtK?nt n ow reqU ireS 

NASA contract i ng off icers to fo l l ow up on acceptances not rece i ved w ith i n 
45 days of contract de l egat i on. 

The centers were a l so not rout ine l y not ify i ng DCMC of mod i f i cat i ons, 
i nc l ud i ng s ome s ign i f i cant changes, to de l egated contracts. Thus, DCMC 
was not aware of s ome potent ia l l y cr it ica l contract management 
informat ion. In add it i on, NASA contract i ng off icers d i d not a lways know 
whether a contractor met FAR requ i rements for purchas i ng system rev i ews 
or, if requ ired, whether DCMC had approved the system. Whe n  a contractor 
does not have an approved system, more overs i ght of the contractor’s 
subcontract i ng pract i ces is requ ired. GAO found e i ght cases in wh i ch NASA 
contract i ng off icers be l i e ved that the contractors had approved systems 
when DCMC sa i d they had not. NASA’S FAR Supp l ement n ow requ i res 
contract i ng off icers to be aware of the status of the ir contractors’ 
purchas i ng systems. 

Poor Coord inat ion Some NASA contract i ng off icers were not aware that adm in i strat i ve 
respons ib i l i t i es for the ir contracts had been de l egated to DCMC. After GAO 

4 

i n formed them of the de l egat i ons, s ome sa i d the respons ib i l i t i es shou l d not 
have been de l egated. A lso, s ome NASA off ic i a l s were unab l e to determ ine 
what, if any, funct i ons had been de l egated because they cou l d not l ocate 
documents in the contract f i l es. 

NASA was a l so hav i ng d iff icu lty assess i n g the accuracy of DCMC'S b i l l s, 
pr inc i pa l l y because the b i l l s were not suff ic i ent ly deta i l ed. A lso, the b i l l s 
were sent to NASA headquarters, wh i ch d i d not cons i stent l y i nvo l ve the 
centers in rev i ew ing the accuracy of the charges. NASA has negot i ated w ith 
DCMC to rev i se the b i l l i ng format and system. 
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Execut ive Summary 

Recommendat i o n s  NASA has rev i sed its regu l at i ons and taken other act i ons to address a 
number of the prob l ems d i s cussed in th is report, NASA needs to ensure that 
its procurement personne l  c omp l y  w ith the n ew requ i rements. Therefore, 
GAO recommends that the Admin i strator, NASA, ensure that the centers 
deve l o p and imp l ement adequate procedures for comp l y i n g w ith n ew 
requ i rements for superv i sory rev i ew of p l ann i ng conference wa i ver 
dec i s i ons, fo l l ow ing up de l egat i on acceptances in a t ime l y manner, and 
know i ng the status of contractors’ purchas i ng system rev i ews. 

GAO a l so r ecommends that the Admin i strator, NASA, ensure that (1) the 
centers use a t ime l y and c l ear not if i cat ion approach for de l egatees and 
estab l i sh a procedure for not ify i ng them about contract mod i f i cat i ons and 
(2) NASA estab l i s hes and imp l ements procedures for rev i ew ing de l egatee 
b i l l s to adequate l y ident ify the serv i ces be i ng b i l l ed and i nvo l ve the centers 
in rev i ew ing de l egatees’ b i l l i ngs. 

Agency Comments  GAO d i d not obta i n agency c omments on th is report. However, GAO 
d i s cussed the i nformat ion in th is report w ith NASA procurement off ic i a l s 
and i ncorporated the ir c omments where appropr iate. 
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Chapter 1 

Introduct ion 

The Nat iona l  Aeronaut i cs and Space Admin i strat i on (NASA) spends a lmost 
90 percent of its funds each year to procure goods and serv ices. Dur i ng 
f isca l years 1989-9 1 NASA spent over $10 b i l l i on annua l l y on work 
performed by contractors. To he l p ensure that contractors comp l y w ith 
contract requ i rements, NASA procurement personne l  oversee the ir 
act iv it ies. NASA procurement off ic ia ls often ask other government agenc i es 
to perform many of these overs ight act iv it ies. 

NASA personne l  re ly predom inate l y on two documents for gu i dance on 
contract admin i strat ion and de legat ion: the Federa l  Acqu is i t i on Regu l at i on 
(FAR) and the NASA FAR Supp l ement. The FAR conta i ns procurement 
regu lat i ons app l i cab l e to a l l federa l execut i ve agenc i es and l ists 77 
funct ions for adm in i ster i ng a contract. The NASA FAR Supp l ement 
estab l i shes agencyw ide po l i c i es and procedures that supp l ement the FAR. It 
a l l ows NASA contract ing off icers to de l egate 70 of the 77 contract 
admin i strat ion funct ions l i sted in the FAR to other government 
organ izat ions. Contract admin i strat ion funct ions, inc l ud i ng those that can 
be de l egated, are important to oversee i ng contractors’ cost, schedu l e, and 
techn ica l  performance, such as mon itor i ng contractors’ f inanc ia l 
cond it i ons, perform ing property admin istrat ion, report ing on potent ia l  and 
actua l s l i ppages in contract de l i very schedu l es, and ensur i ng contractors’ 
comp l i a nce with qua l i ty assurance requ i rements. 

Over the past severa l  years, a lmost a l l of the funds NASA spent for de l egated 
contract admin i strat ion have gone to the Department of Defense (DOD). 
With i n DOD, the Defense Contract Management Command  (DCMC) oversees 
the ma jor ity of NASA'S de l egated work. DCMC rece i ved about $29 mi l l i on of 
the a lmost $33 mi l l i on NASA pa i d to DOD for contract admin i strat ion in 
f isca l year 1991. NASA expects DCMC to rece i ve about $37 mi l l i on of the 
near ly $4 I mi l l ion it aIIt iC ipateS pay i ng DOD for COntraCt admin i strat ion in 
f isca l year 1992. The Air Force, the Navy, and the Defense Contract Aud it b 
Agency perform the rema i nder of the contract admin i strat ion and aud it 
serv i ces NASA de l egates to DOD. 

NASA somet imes ass i gns its own admin i strat ive contract ing off icer to the 
work s ite to perform and oversee s ome contract admin i strat ion funct ions. 
In such cases, NASA may sti l l de l egate s ome funct ions to DCMC. However, 
regard l ess of the extent and nature of de l egated contract admin i strat ion 
funct ions, NASA i s u lt imate ly respons i b l e for the admin i strat ion of its 
contracts. 
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Introduct ion 

NASA and DOD have had an agreement for contract adm in i strat i on serv i ces 
s i nce 1969, and NASA i s DCMC'S l argest customer outs i de DOD for such 
serv i ces. Each f isca l year both agenc i e s forecast and agree on the 
max imum number of d irect hours expected dur i ng the year and the hour l y 
rate at wh i ch NASA wi l l  re imburse DCMC. 

NASA’s Awareness of 
Contract 
Admin i strat i on 
Prob l ems 

NASA has b e c ome aware of its contract adm in i strat i on prob l ems over the 
past severa l  years. Such prob l ems have been ident if i ed through per i od i c 
procurement management surveys and other rev i ews, i nc l ud i ng NASA 
Inspector Genera l  aud i ts. For examp l e, a 1988 rev i ew found de l ays in the 
i s suance and acceptance of de l egat i on letters, and a 1989 rev i ew found 
that cont i acts had been de l egated for serv i ces that were not requ ired. 
U lt imate ly, NASA be l i e ved that contract management had b e c ome such a 
prob l em that, in 1988, it ident if i ed th is area as a mater i a l  weakness under 
the Federa l  Managers’ F i nanc i a l  Integr ity Act. A 199 1 NASA Inspector 
Genera l  rev i ew at one center found s ome of the s ame prob l ems descr i bed 
in th is report. 

Recent l y, NASA'S Off ice of Procurement began to make  po l i cy and 
procedura l  c hanges to address s ome of the def i c i enc i es c i ted in prev i ous 
NASA rev i ews and in th is report. For examp l e, NASA rev i sed its FAR 
Supp l ement to c lar ify the respons ib i l i t i es of NASA contract i ng off icers when 
de l egat i ng contract adm in i strat i on funct i ons and to strengthen 
requ i rements for i ncreased commun i c at i o n and coord i nat i on, i nc l ud i ng a 
requ i rement to fo l l ow up on de l egat i on acceptance letters not rece i ved 
w ith i n 45 days. These and other recent po l i cy or procedura l  c hanges are 
ident if i ed throughout th is report. 

Ob ject i ves, Scope, a n d  The Cha i rman, Subcomm ittee on Invest i gat i ons and Overs i ght, House I, 

Methodo l o gy 
Committee on Sc i ence, Space, and Techno l ogy, requested that we report 
on our assessment of NASA’s (1) comp l i a nce w ith its regu l at i ons on the 
de l egat i on of contract adm in i strat i on funct i ons, (2) commun i c at i o n w ith 
DCMC on de l egated contract adm in i strat i on funct i ons, and (3) coord i nat i on 
of work performed by DCMC. 

To address our ob j ect i ves, we obta i ned a l i st ing from NASA of those 
contracts in NASA'S headquarters F i nanc i a l  a nd Contractua l  Status System 
that were awarded in f isca l year 1985 through f isca l year 1990 and were 
st i l l  act i ve as of September 30, 1990. A tota l of 1,866 contracts met these 
cr iter ia. 
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From that group, we ident if i ed those contracts that (1) had de l egated 
contract adm in i strat i on funct i ons; (2) were awarded by Goddard Space 
F l i ght Center, Mary l and; Lyndon B. Johnson Space Center, Texas; Lew i s 
Research Center, Oh io; or George C. Marsha l l  Space m ight Center, 
A l abama; (3) i nc l uded work performed with i n the area of respons ib i l i ty of 
the DCMC off ice c l osest to each center or in the Los Ange l es, Ca l i forn ia, 
area; and (4) had an est imated cost of $1 m i l l i on or more. W e  chose the 
four centers due to the ir h i gh procurement act iv i ty and the d ivers i ty of 
the ir m i ss i o ns and because they account for the ma jor i ty of NASA 
de l egat i ons. W e  a l so i nc l uded s ome contracts that were not ident if i ed in 
the data base as de l egated but that DCMC i dent if i ed as de l egated. These 
contracts a l so met a l l  of our cr iter ia. In tota l, we ident if i ed 179 contracts. 
W e  rev i ewed 119 of these contracts; 48 were de l eted from the tota l 
b ecause NASA'S data base had incorrect ly ident if i ed them as de l egated. 
Another 12 contracts were de l eted because they were e ither de l egated, but 
not to DCMC, or NASA cou l d not prov i de i nformat ion on the contracts at the 
t ime of our rev i ew. 

W e  rev i ewed documents re lated to the 119 contracts and i nterv i ewed NASA 
and DCMC off ic i a l s about them. W e  i nterv i ewed NASA procurement 
managers, contract i ng off icers, or contract spec i a l i sts on each contract 
and DCMC adm in i strat i ve contract i ng off icers or contract adm in i strators on 
most contracts. Most of the contracts we rev i ewed had more than one 
funct i on de l egated and were ass i g ned to an adm in i strat i ve contract i ng 
off icer. In add it i on, on s ome contracts, we spoke w ith DCMC personne l  
respons i b l e for spec i f i c funct i ons, such as qua l i ty assurance or property 
adm in i strat i on, when an adm in i strat i ve contract i ng off icer had not been 
ass i gned. W e  determ ined the ma j or contract adm in i strat i on serv i ces NASA 
was expect i ng DCMC to perform and whether NASA adequate l y 
commun i c ated its needs to DCMC. 

We  conducted our rev i ew from October 1990 to December 1991 in 
accordance w ith genera l l y accepted government aud i t i ng standards. W e  
d i d not obta i n agency c omments on th is report. However, we d i s cussed the 
i s sues in th is report w ith NASA procurement off ic i a l s and i ncorporated the ir 
c omments where appropr iate. 
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Chapter 2 

Centers Are Not Comp ly ing Fu l ly W ith NASA 
Regu lat ions 

The centers d id not comp l y fu l ly w ith NASA regu lat i ons when de l egat i ng 
contract admin i strat ion funct ions. In most instances, the centers d id not 
ho l d requ i red admin i strat ion p l ann i ng conferences with DCMC on contracts 
expected to exceed $5 m i l hon. Also, the centers frequent ly d i d not send 
out de l egat i on letters with in the requ i red t ime frame or prov i de requ i red 
spec ia l  i nstruct ions to DCMC when de l egat i ng certa in funct ions. 

Requ i red P lann i ng 
Conferences Are 
Frequent l y Not He l d 

The centers d id not ho l d requ i red contract admin i strat ion p l ann i ng 
conferences with DCMC most of the t ime. The NASA FAR Supp l ement 
requ ires that NASA meet with DCMC to d i scuss de l egat i on requ i rements on 
contracts expected to exceed $5 mi l l i on. The purpose of the meet i ng, 
ca l l ed a p l ann i ng conference, is to determ ine the nature and extent of 
expected contract admin i strat ion funct ions. 

A conference was requ i red on 50 of the 119 contracts we rev i ewed. 
However, the centers d id not ho l d a p l ann i ng conference for 88 percent 
(44 of 50) of the contracts. Center procurement off ic ia ls gave var i ous 
reasons for not ho l d i ng p l ann i ng conferences. For examp l e, s ome 
contract ing off icers sa i d they were e ither not aware of the p l ann i ng 
conference requ i rement or d id not cons i der it to be cr it ica l. In one case, a 
conference was not he l d on a contract va l ued at over $500 mi l l i on because 
the contract ing off icer d id not be l i eve one was requ ired, s i nce the contract 
was for support serv ices. 

Many DCMC admin i strat ive contract ing off icers sa i d they had never 
part ic i pated in a NASA contract admin i strat ion p l ann i ng conference. Most of 
the DCMC admin i strat ive contract ing off icers respons i b l e for the 44 
contracts for wh i ch the requ i red p l ann i ng conferences were not he l d sa i d 
they wou l d have preferred more commun i cat i on with NASA. In add it i on, 
s ome off ic ia ls sa i d they wou l d l i ke to at least d i scuss de l egat i ons with NASA a 
personne l  even when p l ann i ng conferences are not requ ired. 

NASA'S June 199 1 rev is i on to its FAR Supp l ement may he l p ensure that 
p l ann i ng conferences are he l d as requ ired. Spec if ica l l y, procurement 
off icer approva l  is n ow needed to wa i ve a requ i red p l ann i ng conference. 
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Chapter 2 
Centera Are Not Comp ly i ng Fu l l y W ith NAfJA 
I legu lat ions 

Many  De l egat i ons Are The centers frequent l y d i d not send de l egat i on letters to DCMC in a t ime l y 

Late 
manner. The NASA FAR Supp l ement requ i res that a letter of de l egat i on 
i dent ify i ng the de l egated dut i es and respons ib i l i t i es on each contract be 
sent to the de l egatee w ith i n 15 days after contract award. De l egat i ons and 
amendments to them shou l d be accompan i e d  by documentat i on and 
support i ng i nformat ion that wi l l  ensure a comp l ete understand i ng of the 
contract adm in i strat i on serv i ces to be performed. Whe n  DCMC does not 
rece i ve the de l egat i on w ith i n the requ i red t ime frame, de l egated overs i ght 
funct i ons may  not be performed dur i ng the ear l y stages of the contract. 
The centers had not sent de l egat i on letters w ith i n 15 days for about 36 
percent (43 of 119) of the contracts we rev i ewed. In a lmost 40 percent (17 
of 43) of these contracts, de l egat i on letters were sent 3 months or more 
after contract award or not sent. F igure 2.1 shows the extent to wh i ch 
de l egat i on letters were sent after the 15-day requ i rement. 

F lgure 2.1: De legat ion Letters Sent After 
15.Day Requ i rement 

15 to 30 days 

31 to 90 days 

91 to 120 days 

- More than 120 days or not sent 

In many  cases, contract i ng off icers were unab l e to exp l a i n these de l ays. 
However, in a few cases the contract i ng off icers b l amed the de l ays on a 
heavy work l oad. 
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Chapter 2 
Centere Are Not Comp ly i ng Fu l l y W ith NASA 
itegu lat lons 

Requ i r ed Spec i a l  
Instruct ions Are Not 
A lways Prov i ded 

NASA's FAR Supp l ement requ i res NASA to use spec i a l  i nstruct i ons to prov i de 
add i t i ona l  i nformat ion cons i dered necessary to ensure understand i ng of 
de l egated funct i ons. Pr ior to a recent change to the NASA FAR Supp l ement, 
severa l  funct i ons were spec i f i ca l l y i dent if i ed as requ ir i ng spec i a l  
i nstruct i ons when de l egated. However, NASA d i d not a lways prov i de these 
spec i a l  i nstruct i ons to DCMC, even though such i nstruct i ons m ight have 
he l ped the contract adm in i strat i on off ice perform the de l egated 
respons ib i l i t i es more effect ive ly. 

One funct i on for wh i ch NASA requ i red spec i a l  i nstruct i ons was the approva l  
of the award of subcontracts. However, spec i a l  i nstruct i ons on approv i ng 
subcontracts were not sent to DCMC for about 30 percent (12 of 37) of the 
contracts we rev i ewed that requ i red them. The l ack of spec i a l  i nstruct i ons 
cou l d resu lt i n DCMC'S not rev i ew ing subcontracts that NASA i s expect i ng it 
to approve. 

NASA'S October 199 1 rev i s i on to its FAR Supp l ement estab l i s hed 
subcontract approva l  a s a funct i on that cannot be de l egated un l ess the 
contract i ng off icer just if i es do i ng so in wr it i ng and obta i ns procurement 
off icer approva l . 
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Chapter 3 

Commun icat ion W ith DCMC Is Insuff ic ient 

The centers have not adequate l y commun i cated with DCMC on many 
de l egated contracts. The de l egat i on instruct ions to DCMC were not a lways 
c lear, and the centers d id not rout ine ly track DCMC'S acceptance of 
de l egat i ons or ensure that DCMC was i nformed of a l l mod if i cat i ons to 
contracts. Further, the centers were not a lways aware of the status of the ir 
contractors’ purchas i ng systems. Desp i te these prob l ems, center 
procurement off ic ia ls genera l l y be l i eved that the amount of commun i cat i on 
was suff ic ient. In contrast, DCMC off ic ia ls sa i d they wou l d have preferred 
more commun i cat i on. 

De legat i on Letters Are The centers’ instruct ions in the ir de l egat i on letters d id not c lear ly ident ify 

Unc l ear 
the ir contract admin i strat ion needs. The centers used a standard de l egat i on 
form that usua l l y d i d not spec ify wh i ch of the 77 contract admin i strat ion 
funct ions had been de l egated to DCMC, except for a few funct ions such as 
qua l i ty assurance. Instead, the centers expected DCMC to determ ine wh i ch 
of the funct ions app l i ed by referr ing to the FAR and NASA FAR Supp l ement. 

Some NASA contract ing off icers to ld us that the l anguage in the standard 
de l egat i on form was suff ic ient. In contrast, s ome DCMC admin i strat ive 
contract ing off icers stated that they be l i eved they cou l d do a better job on 
the de l egated contracts if the de l egat i on letters were more spec if ic. For 
examp l e, one admin i strat ive contract ing off icer sa i d that un l ess spec if i c 
i nformat ion is prov i ded, she does l itt le for the contract beyond keep i ng the 
contract f i le updated and rev i ew ing fund i ng data. 

Unt i l  recent ly, one NASA center’s de l egat i on letters i nc l uded a l ist of the 
funct ions NASA was withho l d i ng from the de legat ion. The center off ic ia ls 
determ ined that th is method of de l egat i ng was not c lear and cou l d cause 
confus i on at DCMC. For th is reason, in January 1991 the center rev i sed its 
de l egat i on letter to des i gnate each contract admin i strat ion funct ion as 4 
e ither de l egated or withhe ld. DCMC off ic ia ls quest i oned about th is rev is i on 
sa i d that they be l i eved the rev i sed letter was an improvement. 

A June 199 1 update to the NASA FAR Supp l ement now requ ires that 
de l egat i on letters c lear ly and spec if ica l l y state wh i ch funct ions have been 
de l egated. In add it i on, NASA procurement off ic ia ls are p l ann i ng to c lar ify 
the l anguage of the standard de l egat i on form. 
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Chapter 8 
Commun i cat i on Wfth DCMC Is Insuff ic ient 

Acceptance Letters Are The centers d i d not obta i n acceptance letters from DCMC in a t ime l y 

often Not Obta i n ed in a  
manner. The NASA FAR Supp l ement states that the contract i ng off icer 
shou l d  use the acceptance letter as ev i d ence that the de l egat i on has been 

T ime l y Manner  accepted and as a reference for po i nts of contact for each of the funct i ons 
de l egated. W ithout an acceptance letter, the centers cannot document that 
DCMC has rece i ved and accepted respons ib i l i ty for a de l egated contract and 
who to contact at DCMC to d i s cuss contract i ssues. 

For about 18 percent (21 of 119) of the contracts we rev i ewed, NASA cou l d 
not document that DCMC had sent an acceptance letter. For about 44 
percent (52 of 119), the t ime between the date of the de l egat i on letter and 
the date of DCMC'S off ic ia l acceptance exceeded 45 days; under a recent l y 
rev i sed regu lat i on, NASA i s requ i red to fo l l ow up w ith DCMC after 45 days. 
About 41 percent (30 of 73) of these late acceptances were more than 8 
months late or not obta i ned. F i gure 3.1 shows a breakdown of those 
de l egat i on acceptance letters that were s i gned more than 45 days after the 
de l egat i on letter was s i gned or not obta i ned. 

F lgure 3.1: De legat ion Acceptance 
Letters S lgned After 45 Day8 or Not 
Obta l ned I- 4 6  to 60 days 

- 121 to 240 days 

- 61 to 120 days 

More than 240 days or not 
obta ined 

Severa l  NASA contract i ng off icers i nd i cated concern about the t ime l ag 
between de l egat i on and acceptance, not ing, for examp l e, that a de l ay cou l d 
resu lt i n a l ack of suff ic i ent property adm in i strat i on. 
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NASA'S June 1991 update to its FAR Supp l ement requ i res the centers to 
fo l l ow up on de l egat i on acceptance letters that are not rece i ved w ith i n 45 
days of contract de l egat i on. Some centers are a l ready prepared to dea l  w ith 
the n ew requ i rement. For examp l e, one center estab l i s hed a system in 
1989 that ident if i es acceptance letters that have not been rece i ved 30 days 
after the de l egat i on package was sent. A lso, in 1990 another center 
estab l i s hed a fo l l ow-up system in one branch in its Procurement D iv i s i on. 
The center had pos i t i ve resu lts w ith th is system, and it i ntends to expand 
the system throughout the d iv i s i on. However, other centers had no forma l 
de l egat i on fo l l ow-up system in p l ace at the t ime of our f ie l dwork. 

DCMC Is Frequent l y DCMC was not rout ine l y not if i ed about mod i f i cat i ons, i nc l ud i ng s ign i f i cant 

Not Informed of Ma j or 
changes, to de l egated contracts. Thus, DCMC adm in i strat i ve contract i ng 
off icers were not a lways aware of s ome potent ia l l y cr it ica l contract 

Contract Changes management informat ion, such as mod i f i cat i ons that extend the l ife of the 
contract. 

DCMC was m iss i n g mod i f i cat i ons for about 58 percent (50 of 86) of the 
contracts we rev i ewed that had been mod i f i ed.’ In about 27 percent (23 of 
86) of those contracts, DCMC was m iss i n g over ha lf of the mod i f i cat i ons. 
F i gure 3.2 shows the frequency of m i ss i n g mod i f i cat i ons. 

‘An add i t i ona l  2 5  contracts we  rev i ewed a l so h a d  b e e n  mod i f i ed by NASA. However, we  were unab l e  to 
obta i n i nformat i on about those mod i f i cat i ons from the DCMC off ices we  v is i ted. 
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Commun i cat i on W ith DCMC Is Ins luffk ient 

F lgttre 3.2: Mlss lng Mod if i cat ions 

2 5  Numkr of contraota 

, 

upto 2eto50 51to75 75to 
1 0 0  

Porcrnt of mod i tht l onr m irr i ng 

NASA contract i ng off icers to ld us that, in s ome cases, one or more of the 
m i ss i n g mod i f i cat i ons had an impact on contract adm in i strat i on. For 
examp l e, in one case m i ss i n g mod i f i cat i ons i nc l uded those extend i ng the 
durat i on of the contract, l eav i ng DCMC potent ia l l y unaware of cont i nu i ng 
contract act iv i ty. In another case, a DCMC adm in i strat i ve contract i ng off icer 
thought a contract had been c l osed in m i d-1990 unt i l  h e rece i ved a 
contract mod i f i cat i on in 199 1. 

A NASA contract i ng off icer be l i e ved that a l l  mod i f i cat i ons to her de l egated 
contracts were important to contract performance and stated that DCMC 
shou l d have cop i es of a l l  of them. A sen i or NASA headquarters procurement a 

off ic ia l agreed that DCMC shou l d have cop i es of a l l  mod i f i cat i ons on 
NASA-de l e gated contracts. 
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Centers Are Somet imes NASA contract i ng off icers d i d not a lways know whether a contractor was 

Unaware of 
requ i red to have its purchas i ng system rev i ewed or, if requ ired, whether 
DCMC had approved the system. The FAR states that a purchas i ng system 

Contractors’ rev i ew sha l l  b e conducted for each contractor whose sa l es to the 

Purchas i n g System government are expected to exceed $10 m i l l i on dur i ng the next 12 

status 
months.2 The ob j ect i ve of these rev i ews is to eva l uate the eff i c i ency and 
effect i veness w ith wh i ch the contractor spends government funds and 
comp l i e s w ith government po l i cy when subcontract i ng. Whe n  a contractor 
does not have an approved system, more overs i ght of the contractor’s 
subcontract i ng pract i ces is requ ired. 

A lthough NASA contract i ng off icers re ly predom inate l y on DCMC to perform 
contractor purchas i ng system rev i ews, they shou l d be aware of the status 
of the ir contractors’ purchas i ng systems. However, in e i ght cases NASA 
contract i ng off icers thought that the contractors had approved purchas i ng 
systems when DCMC sa i d they d i d not. 

A NASA management rev i ew a l so ident if i ed the contract i ng off icers’ l ack of 
awareness of the status of purchas i ng systems and i nvo l vement in 
rev i ew ing purchas i ng systems. In response, NASA rev i sed its FAR 
Supp l ement in October 199 1 to requ ire that NASA contract i ng off icers be 
aware of the ir contractors’ purchas i ng system approva l  status and 
encourage them to b e c ome act i ve l y i nvo l ved w ith DCMC i n the rev i ew 
process. 

DCMC Wants More 
Commun i c at i o n  

The NASA FAR Supp l ement requ i res that NASA procurement off ices estab l i sh 
and ma i nta i n effect ive commun i c at i o n w ith contract adm in i strat i on off i ces 
to ensure that these off i ces understand the respons ib i l i t i es de l egated to 
them. DCMC adm in i strat i ve contract i ng off icers i nd i cated that they d i d not 
th i nk commun i c at i o n was suff ic i ent on most of the NASA contracts and A 
be l i e ved more commun i c at i o n wou l d  have improved performance on the ir 
de l egated contracts. In contrast, NASA contract i ng off icers be l i e ved the 
amount of commun i c at i o n on most of the de l egated contracts was 
suff ic i ent. 

%a l e s b a s e d  o n  sea l e d b i d procedures d o  not app l y  to the $ 1 0  mi l l i on thresho l d. 
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Many NASA contract i ng off icers i nd i cated that they were sat isf i ed w ith the 
current l eve l  of commun i c at i o n between NASA and DCMC on the ir de l egated 
contracts. For examp l e, man y  NASA contract i ng off icers be l i e ved there was 
no need for more commun i c at i o n on the ir de l egated contracts, even 
though they had not he l d requ i red p l ann i ng conferences w ith DCMC. Also, 
NASA contract i ng off icers sa i d DCMC was not affected by m i ss i n g 
mod i f i cat i ons on about ha lf of those contracts for wh i ch DCMC d i d not have 
a comp l ete set of mod i f i cat i ons. Most NASA contract i ng off icers a l so 
be l i e ved that miss i n g or de l a yed de l egat i on documents, such as the 
acceptance letter, had no impact on the contract. 

Some DCMC adm in i strat i ve contract i ng off icers i nd i cated that more 
commun i c at i o n from NASA cou l d have he l ped them prov i de better serv i ce. 
For examp l e, the adm in i strat i ve contract i ng off icers sa i d that more 
commun i c at i o n wou l d  have improved performance on most of those 
contracts for wh i ch a requ i red p l ann i ng conference was not he l d. A lso, 
s ome adm in i strat i ve contract i ng off icers expressed concern when they 
found out that they were m i ss i n g contract mod i f i cat i ons. Some of these 
adm in i strat i ve contract i ng off icers noted that they cannot adequate l y 
adm in i ster a contract un l ess they are kept abreast of its ma j or changes, 
i nc l ud i ng those affect ing scope of work and cost and schedu l e. 
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Chapter 4 

NASA Does Not Ensure Eff ic ient Use of DCMC 
Serv ices 

NASA d id not adequate l y coord i nate the work performed by DCMC. In s ome 
instances, NASA contract ing off icers were unaware that the ir contracts had 
been de l egated to DCMC or were not ab l e to determ ine what had been 
de l egated because contract de l egat i on documentat i on was i ncomp lete or 
m iss i ng. Also, NASA d id not know what spec if i c contract admin i strat ion 
serv i ces DCMC was ask i ng it to pay for. NASA has negot i ated with DCMC to 
rev ise its b i l l i ng system. The p l anned changes wou l d ident ify the hours 
b i l l ed by DCMC under severa l  categor i es of de l egated serv i ces on each 
contract. 

NASA Contract i ng Some NASA contract ing off icers were unaware that the ir contracts had been 

Officers Are Not 
de l egated to DCMC. They d id not know who in it iated the de l egat i on and 
stated that these contracts shou l d not have requ i red any de l egated contract 

Always Know l edgeab l e  admin istrat ion. On other NASA contracts the contract ing off icer d id not 

About Contract know why funct ions had been de l egated and sa i d that DCMC serv i ces were 

De legat i ons 
not needed for s ome of those de l egated funct ions, such as property 
admin istrat ion. Thus, DCMC charged NASA for serv i ces performed on these 
contracts, and NASA pa i d for serv i ces it d i d not need. 

NASA contract ing off ic ia ls offered var i ous exp l anat i ons for the ir l ack of 
awareness of de legat i ons. For examp l e, under one center’s former system, 
a de l egat i on cou l d be in it iated w ithout the contract ing off icer’s s ignature; 
therefore, de l egat i ons cou l d have been i ssued without the contract ing 
off icer’s know ledge.” In other cases, contract ing off icers were not 
respons i b l e for the contract at the t ime of award: on l y about 35 percent of 
the 119 contracts we rev i ewed were managed by the contract ing off icer 
ass i gned at the t ime of contract award. In add it i on, contract ing off ic ia ls 
c ited frequent personne l  turnover and poor f i le ma i ntenance as reasons for 
not be i ng aware of de legat i ons. For examp l e, s ome off ic ia ls were unab l e to 
locate de l egat i on documents for the ir contracts in the ir f i les to determ ine A 
wh ich, if any, funct ions had been de l egated. 

Some NASA contract ing personne l  expressed a des ire to know more about 
the de l egat i on process and DCMC serv ices. Some suggested the need for 
more spec if i c tra in ing on de l egat i ons and improved gu i dance on de l egat i on 
requ i rements. Accord i ng to NASA headquarters off ic ia ls, a contract 
admin i strat ion course current ly under deve l opment i nc l udes an 
exp l anat i on of DCMC serv i ces and the de l egat i on process. 

3 T h e  center’s current system n ow requ i res a  contract i ng off icer’s s i gnature to author i ze de l egat i ons. 
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NASA Doer, Not Eneure Eff ic ient Use of 
DCMC Serv ices 

NASA Cannot Rev i ew 
Accuracy of DCMC 
Bi l l i ngs 

NASA has not been ab l e to rev i ew the accuracy of DCMC b i l l s due to the ir 
l ack of deta i l . The b i l l s summar i z e the charges rather than i nd i cate the 
spec i f i c serv i ces DCMC performed on each contract. A lso, the b i l l s were 
sent to NASA headquarters, wh i ch d i d not cons i stent l y i nvo l ve the centers in 
rev i ew ing the accuracy of the charges. 

NASA has recent l y negot i ated w ith DCMC a rev i sed b i l l i ng structure that wi l l  
a l l ow for NASA rev i ew. The n ew format wi l l  i dent ify hours b i l l ed on each 
contract by ma j or areas of contract adm in i strat i on, such as qua l i ty 
assurance. 

Start ing in f isca l year 1992, NASA p l ans to have the centers rev i ew the b i l l s 
on each of the ir de l egated contracts. NASA headquarters procurement 
off ic i a l s be l i e ve that the n ew b i l l i ng format and the ir rev i ew at the centers 
wi l l  resu lt i n better use of DCMC'S serv i ces and the ident if i cat ion and 
e l im inat i on of unnecessary de l egat i ons. 
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Conc lus ions and Recommendat ions 

Effect ive commun i cat i on between NASA'S procurement personne l  and other 
agenc i es’ contract admin i strat ion personne l  needs to be estab l i shed and 
ma inta i ned when NASA de l egates overs ight respons ib i l i t i es. A lthough th is 
appears to be a s imp l e concept, estab l i sh i ng and ma inta i n i ng effect ive 
commun i cat i on between NASA and its de l egatee has been d iff icu lt to 
imp l ement. 

Effect ive coord inat i on of de l egated act iv it ies starts with t ime ly and 
comp l ete commun i cat i on. If commun i cat i on were t ime ly and comp lete, 
var i ous concerns d i scussed in th is report wou l d not ex ist. For examp l e, a 
t ime ly and effect ive contract admin i strat ion p l ann i ng conference cou l d 
he l p avo i d potent ia l  prob l ems with unc l ear de l egat i on letters, insuff ic ient 
spec ia l  i nstruct ions, and the unt ime ly rece ipt of de l egatees’ acceptances. 

Once estab l i shed, ma inta i n i ng effect ive commun i cat i on throughout the l ife 
of a contract requ ires cont inua l  attent ion. For examp l e, de l egatees need to 
know of contract changes affect ing the contract’s performance 
requ i rements or its durat ion and cost. Also, NASA contract ing off icers 
shou l d be rout ine ly aware of certa in cr it ica l act iv it ies, such as the rev i ew 
and approva l  status of contractors’ purchas i ng systems. 

Due to concerns about NASA'S management of de l egated act iv it ies, NASA'S 
procurement po l i cy staff has been act ive ly work i ng to ident ify and 
imp l ement effect ive correct ive act ions. The changes a l ready imp l emented 
or current ly p l anned wi l l he l p dea l  w ith many of the prob l ems addressed in 
th is report. However, add it i ona l act i ons wi l l b e requ i red to ensure that 
these and other prob l ems addressed in th is report are adequate l y 
corrected. For examp l e, at the t ime of our f ie l dwork on l y two of four 
centers we rev i ewed had procedures in p l ace to ident ify and track the 
t ime l i ness of de l egat i on acceptances. NASA headquarters procurement 
off ic ia ls need to take add it i ona l act i ons to ensure that a l l centers are 
capab l e of effect ive ly respond i ng to the n ew 45-day requ i rement. The 
effect iveness of th is and other n ew requ i rements p l aced on NASA centers 
wi l l have to be assessed by procurement off ic ia ls at NASA headquarters. 

NASA has rev i sed its regu lat i ons and taken other act ions to address a 
number of the prob l ems d i schssed in th is report. NASA needs to ensure that 
its procurement personne l , comp l y w ith the n ew requ i rements. Therefore, 
we recommend that the ,Admin istrator, NASA, ensure that the centers 
deve l op and imp l ement adequate procedures for comp l y i ng w ith n ew 
requ i rements for superv i sory rev i ew of p l ann i ng conference wa iver 
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Conc lue l onr and Recommendat i one 

dec i s i ons, fo l l ow ing up de l egat i on acceptances in a t ime l y manner, and 
know i ng the status of contractors’ purchas i ng system rev i ews. 

W e  a l so r ecommend that the Admin i strator, INASA, ensure that (1) the 
centers use a t ime l y and c l ear not if i cat ion approach for de l egatees and 
estab l i sh a procedure for not ify i ng them about contract mod i f i cat i ons and 
(2) NASA estab l i s hes and imp l ements procedures for rev i ew ing de l egatee 
b i l l s to ident ify the serv i ces be i ng b i l l ed and i nvo l ve the centers in 
rev i ew ing de l egatees’ b i l l i ngs. 
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W i l l i am F. Laur ie, Reg i ona l  Management Representat i ve 
A l l en R. Wa lter Site Sen i or 
Lawrence W. Sioch l, Staff Eva luator 

Los Ange l es Reg i ona l  
O ff ice 

Jeffrey N. Webster, Site Sen i or 
Beq j am i n H. Mannen, Sen i or Eva luator 
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