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To the Chairman, Subcommittee on Energy LB Y
Research, Development, and Demnnstration

(Fossil Fuels), Committee on Science and

Technology, House of Representatives, angd

to the Chairman, Subcommittee on Conser-

vation, Energy, and Natural Resources, ~o S
Committee on Government Operations, House )

of Representatives

We havé reviewed certain aspects of a management support
contract ‘which the Energy Research and Development Admin-

istration's Fossil Energy Organizationgawarded to TRW, Inc. R

The contract was for various energy-related planning and
znalysis services. This review was made pursuant to your
reguects. (See enclosures II and IXII.) The results of our .
review are shown in enclosure I..

In our opinion, the eifect of an agency contracting
out basic functions for planning and management of its pro-
grams is to dilute the agency's ability to retain essential
control over the conduct of its programs and to assure the
Congress that 1its programs are being carried out in an
efficient and economical manner. We recognize that the
heavy workload and the time pressures involved in putting
together a national energy research and development plan
may have justified the need for the services TRW, Inc.,
provided. But, we believe that the Energy Research and
Developr-2nt Administration should reduce its dependence
on management and technical support contracts. Fossil
Energy officials told us that they are reducing dependence
by increasing their staffing.

To correct other problems .lentified in our review, we
are recommending that the Admin.:  trator of the Energy
Research and Development Administration (1) establish within
Fossil Energy a system for screening infzimation sent to
support service contractors to prevent poscible conflicts of
interest, (2) show as a line item ir Fossil Energy's budget
to the Congress the funds needed for support service contracts
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to keep the Congress better informed, and (3} reguire “hac
all future support service contracts contain (a) a provision
regviring the inclusion of a conflict-of-interest clause in
all subcontracts and (b) provisions restricting contractors
providing consulting services on other contractors' com-
petitive and noncompetitive proposals from rendoring services
in various areas where a conflict could arise.

As you know, section 236 of the Legislative Reorgani-
zatior Act of 197C requires the head of a Federal agency
to submit a written statement on actions taken on our
recommendations to the House and Senate Committees on
Sovernment Operations not later than 60 days aftcer the date

of the report and to the House and Senate Committee on I

Appropriations with the agency's first request for appro-
priations made more than 60 days after the date of the
report.

Copies of this report will be sent to the Energy
Research and Development Administration so that the
requirements of section 236 can be set in motion.

Our roview was conducted at the Energy Research ard
Development Administration headquarters :‘n Washington,
D.C., and TRW, Inc., offices in McLean, Virginia. We inter-
viewved officials and reviewed pertinent documer“s and
reports of both organizations.

We discussed the matters presented with agency officials
and have considered their comments in the report.

Comptroller General
of the United States

Enclosures - 3
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COMMENTS ON THE ENERGY RESEARCH
AND DEVELOPMENT ADMINISTRATION'S CONTRACT
WITH TRW, INC,; FOR PLANNING AND ANALYSIS SERVICES

BACKGROUND

The Energy Research and Development Administration (ERDA)
was created by the Energy Reorganization Act of 1974 (Public
Law 93-438, October 11, 1974) and was established in January
1975, The Act authorized ERDA co bring together and direct
Federal activities relating to the research and develop:.nt
of various sources of energy and to do various other functions.
ERDA's responsibilities include

--exercising central responsibility for policy, coordi-
natien, suoport, and management of all energy research
and development programs;

--encouraging and conducting research and development,
including demonstrating commercial feasibility and
practicable applications related to the development
and use of various energy sources; and

-~-participiting in and supporting cooperative research
and development projects which may involve contri-
butions of financial or other resources to the work
done by public or private persons or agencies.

The establishment of ERPA integrated several energy
research and development proarams which had been scattered
among several Federal agencies., In the fossil energy areas,
the Department of the Intericr's Office of Coal Research,
and part of the Bureau of Mines were integrated i~to ERDA to
form the Fossil Energy Organization.

Forsil Energy's role is to (1) identify needs for, (2;
initiate research on, and (3) monitor the status of individ-
ual research projects that comprise the Fossil Energy
research, development, and demonstration programs. To
accomplish this, Fossil Energy is resnonsible for managing
research projects that are done in-house or under contract.
The majority of the larger research projects are done under
contracts directly between the Fossil Energy operating
divisions and private industry. Research is also done by
{(l1; ERDA's Energy Research Centers, either in-house or by
co.tract, (2) by universities under grants, and (3) by
atrangements with the contractor-operated ERDA National
Laboratories, .
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In carrying out its responsibilities, Fossil Energy has
used management and technicai support contracts for assistance

needed to carry out its various energy-related functions.

As of July 1976, Fossil Energy had awarded 36 such con-

tracts valued at approximately $27 million. Also, Fossil
Energy assumed an additional 12 such contracts valued at
approximately $16 million from the Office of Coal Research,
These contracts were awarded to other Government agencies
and private contractors. One such contract was awarded to
TRW Systems and Energy Group, TRW, Inc., (TRW) in June 1975
(No. 2041)., This contract was awarded on a sole-source,
noncompetitive basis covering the period from February 1975
to May 1976 and cost approximately $4.9 million.

SCOPE OF WORK DONE UNDER TRW CONTRACT

TRW provided Fossil Energy with technical and management

support services. Fossil Energy reguested such assistance

from TRW by means of task orders which outlined the scope and
nature of the work. Our review of the task orders indicated

that generally TRW's major areas of support were in program

planning, program analysis, proiject analysis, project imple-

mentation, and cechnical and economical evaluations. The
following are examples of the tasks assigned to TRW.

--Review and revise fiscal year 1977 budget
justification to insure compatibility with
ERDA's national plan for energy research,
development, and demonstration.

--Study and report to Fossil Energy on various
Government incentive plans to encourage com=-
mercializing synthetic fuels.

--Update the strategy and objectives for the
coal gasification program.

~-Bvaluate unsolicited proposals for their
technical merit.

--Develop work statements for solicited
proposals.

--Assist in developing a program plan to
identify and develop detailed research
strategy for resolving health hazards
associated with Fossil Energy technoclogies.

BEST DOCUIENT AVAILARI ¢
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ENCLOSURE 1 . i

FUNDING OF TRW CONTRACT

The TRW contract and other support services contracts :
are funded from program research and development appropria- :
tions and are not specifically identified in the ERDA budget
request as support services expenditures. Funding for the
TRW contract amounted to approximately $4.9 million of which
$927,02% was awarded to subcecntractors. The subcontractors
TRW used and the funds awarded to each are shown below.

SUBCONTRACTORS EFFORT UNDER
TRW CONTRACT

Battelle r § 48,629
Resource Planning Association 76,830 -
Peter Way Associates 87,832 '
TRW, Transpertation, Environment, and , ;
Engineering Operations (note a) 81,964
Crawford Assoclates 2,207
Kerrebrock Associates 1,996
Cameron Engineers 32,58¢
Phinney Associates ! 6,361
Bammett Associates 6,113
General Electric ) : 70,000
Dobner Associates 2,931
Materials Asscciates 2,063
Chase Econometrics . 5,000
McDonnell Douglas 2,500
TRW, Industriezl Operations (note a) 3,475
Computer Bioengineering 2,500
TRW, System Engineering and Integrated
Division (note a) 271,621
TRW, Applied Technology Division (note a) 157,725
TRW, Washington Operations ({(note a) 48,947
Dart Associates 3,246
Bazelton Laboratories 2,500
Sowle associates ) _ 10,0090
Total subcontract effort $927,029

a/ Division of TRW.

RATIONALE FOR AWARDING TRW CONTRACTS

We discussed the need for technical and msnagement support
contracts with Fossil Energy's division and office directors.
In the case of the TRW contract, they said that their workload
was heavy and that they therefore needed assistance to
adequately carry out their duties. They explained that their
workload was heavy primarily because, with the reorganization,
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ENCLOSURE I :

Fossil Energy had to (1) carry out an expanded program with
essentially the same staff that was transferred from the
Department of the Interior, (2} develop planning and budget-

ing information within a short time, and (3) furnish data for

ERDA's national plan for energy research, development, and
demonstration which was required to be submitted to the Con-
gress by June 30, 1975.

According to the Deputy Assistant Administrator for

Fossil Energy, even if additional personnel were hired, there

would still be a need for contcacts such as the TRW contract
He explained that, in most cases, TRW was assigned tasks of

limited duration that reguired an expertise not readily avail-

able within Fossil Energy. Conseguently, he said it would
not be practicable to employ personnel with such expertise,
because they could not be used effectively full time. As an

example, he cited the work done on evaluating various Govern-

.ment financial incentives that would encourage industry to

construct and operate commercial scale synthetic fuel plants
This task, which accounted for approximately 25 percent of
all work done under the centract, required financial and
economic expertise which he said was not readily available
within Fossil Energy.

We 4did not conduct a manpower utilization study to
determine whether or not Fossil Energy could have done the
tasks assigned to TRW. However, in reviewing the tasks
done by TRW, it would seem thet such work should be done
whenever possible by ERDA.

In our opinion, the effect of an agency contracting
out basic functionrs for the p;arulng and management of its
prograias is to dilute the agency's ability to retain essenti
control over the conduct of its programs and to assure the
Congress that its programs are being carried out in 2an

al

efficient and economical manner. We recognize that the heavy

workload and the time pressures involved in putting togethzr
2 natiocaal energy research and development plan may have
justified the need for the services TRW provided. But, we
believe that ERDA should reduce its dependeace on management
and technical support contracts. Fossil Enerqgy officials
told us that they are moving in this direction by increasing
th ir staff.

Cn June 29, 1976, ERDA contracted with the Arthur
Young and Company for a manpower utilization study. The
objective of this effort was to collect and analyze data
aimed at providing a foundation for more effective and
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efficient allocation of manpower through a better understanding
of the

--definition and scope of support functions, ;

--assignment of responsibility and authority for
accomplishing support functions,

--organizational requirements for accomplishing support
functiorc, and

--adeaquacy of manpower resources for accomplishing
suppor: functions.

This study, which is to be completed in October, should
assist ERDA in determining which and to what extent its
organizations, such as Fossil Energy, need support service
contractors.

DATA SENT TO TRW

In order for TRW t2 carry out the assigned tasks under
this contract, Fossil 2nergy submitted certain information
to TRW which was not available to the public at the time the
information was in the pcssession of the contractor. This b
included budget and planning data, unsolicited proposals,
and "confidential” project information on the H-coal
liguefaction process. Although the contract includes an
organizational conflict-of-interest clause, the adeguacy
of which is discussed on page 6, submission of such data
could possibly have put TRW or its subcontractors in an
unfair competitive advantage over other contractors unless
properly screened before submission to TRW. fossil Energy
does not have an established procedure for screening material
sent to sapport contractors.

During the contract period, the Fossil Energy divisions
submitted 10 unsolicited proposals to TRW for review.
Fossil Energy did not screen these proposals to determine if
2 possible conflict-of~interest situation might exist for
TRW or its subcontractors. Subsequently, TRW returned two
proposals without reviewing them. According to TRW officials,
this was done to avoid possible criticism due to related work
TRW was carrying out.

¥e questioned %Tossil Energy officials as to the extent
they relied on evaluations TRW made on the unsolicited pro-
posals. FPossil Energy officials said that they generally
have several outside sources review unsslicited proposals
and that the recommendations TRW made when evaluating these

(§)]
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ENCLOSURE I

proposals were given no more or less weight than any other
evaluation provided from outside sources such as Gilbert
Associates and the MITRE Corporation. We found that, gener-
ally, Fossil Energy agreed with the consensus in deciding
whether to accept or reject the proposals. TRW's
recommendations were generally in agreement with the con-
sensus. There was no indication in Fossil Energy files

that TRW's recommendations were given more weight than the
other evaluations. /

CONFORMANCE WITH PROCUREMENT REGULATIONS

We reviewed selected aspects of the TRW contract te
determine if they conformed to Federal regqulations. In
particular, we reviewed the sole-source justification for
the contract and modifications thereto, the adequacy of the
organizational conflict-cf-interest clause, and whether the
conflict-of-interest clause applied to TRW'. subcontractors.

Sole-source justification

Fossil Energy's sole-source justification points out

that TRW had gained current and detailed knowledge regarding
its program ané the preparation of budgets, charts, and
project management; possessed extensive knowledge in the
critical azrea of congressional budgeting and program review
procedures; and had assembled a uniguely qualified staff
capable of doing this worih. According to the Deputy Assistant
Administrator for Fossil Energy. TRW gained the capability
through prior contracts with the Office of Coal Research.
ERDA further stated that no specifications were available
for a competitive procurement. Also the preparation of such
specifications and the competitive process would take from
9 to 10 months. Because Fossil Energy needed the work to
be provided under this contract s:arted immediately, it was
decided not to award the contract on a competitive basis.
In addition, Fossil Pnergy considered TRW the only firm
capable of providing the necessary services in a timely
manner. The sole~source justification for the contract
modifications was generally the same as above.

We have no legal rezson to object to the sole-source
justification contained in this contract.

Conflict~of~interest clause

The TRW contract contains a conflict~of-interest clause
(Limitation on Future Contracting) which was intended to .
foreclose those situations when TRW's advice might be
biased because of future related procurement opportunities,
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¢ oot et

PRI IR SR

[PPSR SRV f




EEr peme e oot Y, e YN T T AT P B

"

ot s T XN KA (Ao T S S e e e o, AT T pa - - R,

ENCLOSURE I

and to insure that TRW's work under the contract did not
result in an unfair competitive advaiitage for it.

Our review of the conflict~of-interest clause indicated
that it agrees with the general policy expressed in ERDA
procurement regulations, for example, to prevent bias ang
unfair competitive advantages. Bowever, we believe that the
contract should have contained an additional limitation.

The contract provides, among other things, that TRW will
review technical proposals for merit. The contract does not
distinguish between competltlve and noncompetitive proposals.
In this connection ERDA's procurement regulations state that
a contractor providing evaluation or consulting services on a
competitive procurement should be restricted from rendering
such services in areas where a conflict could arise. Our
review, however, did not disclose any such restrictions in
the contract. As t turned out, TRW did not review any
competitive procurement proposals, but did review noancom~-
petitive ones. Neither ERDA regulations nor the contract,
however, contain any restrictions on the contractor, who is
providing consulting services on noncompetitive proposals,
from renderlng services in various areas where a conflict
could arise.

In view of the contract's broad scope, it seems that
restrictions relating to evaluations of competitive or non-
competitive proposals should have been placed in the contract.
To the extent that restrictions relating to competitive pro-
curement proposals were not included, the contract does not
implement ERDA regulations.

We also noted that the limitation on future contracting
clause speaks only in terms of the contractor under contract
when describing restrictions, limitations, and exclusion=.
Nowhere in the clause itself are TRW's subcontractors 3e:.=-
cribed in terms of their conflict of interest, if any
Therefore, we believe that the conflict-of-intarest o.uuse
does not automatxcally apply to TRW's subcontractors. 1in
addition, other than in contracts with its own dlv1510ns,
TRW did not include a conflict~of-interest clause in work
that it subcontractead.

It would seem reasonable, in view of the nature of the
subcontract work involved, to include appropriate conflict-
of-interest ciauses applicable to subcontractors in order
to prevent pessible bias and unfair competltzve advantages
on their part. While such a clause is not spec1f1ca1;y
required by Federal and ERDA procurement regulations, it
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ENCLOSURE I

would have been permissible under ERDA procurement
regulations.

CONCLUSICNS

Fossil Energy awarded a sole-source noncompetitive con-
tract to TRW for technical and management support services
for assistance needed to carry out its duties. While ERDA
generally followed its cstablished procedures in negotiating
the contract, several weaknesses were noted in the contract
and Fossil Energy's procedures for using the contractor.

Fossil Energy does not have a system for screening infor-
mation submitted to TRW or any support service contractor. As
a result, Fossil Energy gave TRW two proposals to review which
were related to work being done by TRW. Submission of such
data to TRW, or any other support contractor could put that
contractor in an unfair competitive position. We believe that
ERDA should establish procedures for screening all information
sent to support service contractors to avoid placing con-
tractors in an unfair competitive advantage or causing a
possible conflict-of-interest situation.

The conflict-of-interest clause, while agreeing with the
general policy expressed in ERDA regulations, could have been
strengthened in two important areas. In view of the broad
sc. - of the coatract, we balieve a clause stating that a
contractor providing evaluation or consulting services on
a competitive or nonccrpatitive proposal be restricted from
rendering such services in various areas where a conflict
could arise would be appropriate. Also in view of che nature
¢f the subcontractor work involved, the contract should have
contained a reguirement that all TRW subcontracts include a
conflict-of-interest clause to prevent possible bias and
unfair competitive advantages.

In addition, funding for this and other support service
contracts is derived from research and development program
funds. Since these contracts reqguire substantial funds, we
believe the funding should be shown as a line item in the
budget. This should assist the Congress by putting into
perspective the degree to which Fossil Energy uses these
types of contracts.

We believe ERDA shonld reduce its dependence on manage-
ment and technical support contracts because the effect of
an agency contracting out its basic planning and management
functions is to dilute the agency's ability to retain essential
control over the conduct of its programs and t¢ assure the

i
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Congress that its programs are being carried out in an

efficient and economical manner.

RECOMMENDATIONS TO THE ADMINISTRATOR

We recommend that the Administrator:

-~~Establish a system within Fessil Energy for
screening all iniformation sent to management
and technical svpport contractors to prevent
possible coanflicts of interest.

--Show, as a separate line :tem in Fossil
Energy's budget to the Congress, the amount
of funds that are to be spent for management
and technical support contracts.

~~Require that all future support servic-
contracts contain {a) a provision reguiring
the inclusion of a conflict-of-intexest
clause in all subcontracts and {b) provisions
restricting contracters providing consulting
services on other contractors' competitive
and noncompetitive proposals from rendering
services in various areas where a conflict
could arise.

w
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TomomE A, AsBR, 0.1, March 11, 1976 f
ORISTOPHTN J. BIDD, CINE. !

Mr, Elmer B. Staats ToSsssossssees . :
Comptroller General i
General Accounting Jffice L i
441 G Street, N.W. . :
Washington, D.C. 20548

" Dear Mr. Staats:”

We are writing to you concerning a contract {No. 20/1) of the i
Energy Research and Development Administration with TRW, Inc. and the
development of some of its provisions. Enclosed is a Subcommittee
Background Data memorandum copcerning this comtract.

i
i
1
i
H
i
'
H
§
i
i
i
it
i
3

We are concerned about the procedures followed by ERDA ir nego-
tiating the contract and the modifications thereof, as well as the
adequacy of the justification for a sole source, noncompetitive con-
tract of this magnitude. We are also concerned about the purpose of
the contract. As the enclosed memorandum indicates, the scope of the
work required of TRW is very broad, but generally quite vague as to
specifics. We are interested in learning more about tae tasks per-
formed by TR¥W and its subcontractors pursuant to Exhiblt A of the
. contract. We note that on at least two occasions, May 13, 1975, and

July 1, 1975, ERDA officials expressed concern about the lack of "task
orders" issued by the ERDA contracting officer as required by Exhibit A
of the contract to Yensure effective contract administration." We
would also like to know the extent to which TRW reviews unsolicited
proposals, such as those referred to in the enclosed wmemorandum,
pursuant to this contract and whether ERDA relies on TRW's recommenda-
tions concerning the proposszls.

RS

RN VIRIRTIO RPPONP

At our hearing on February 25, 1976, the Subcommittee questioned
ERDA aliout the use of contractors to perform tasks,which involve ERDA '
program formation and budgets, noimally performed by Governmment employees.
ERDA replied that because of manpower limitatioms such contracting is .
necessary. We are concerned about this and would appreciate the GAO
reviewing ERDA's fossil energy 2nd plazning manpower situation and the
extent to whicrh TRW is performing suc’:s tasks. !

On March 24, 1975, ERDA transmitted to TRW a draft of, two provisions
for the contract entitled "Limitation on Future Contracting and Handlirg
of Data." The first would restrict TRW's "future contracting” with
Government under the following circumstances: - ' i
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ENCLOSURE 11I ENCLOSURE II

Mr. Staats ) March 11, 1976

If the Contractor under the terms of this contract, or
through the performance of tasks pursuant to this con-
tract is required to develop specifications or state-
ments of work or in the course of or as part of contract
performance the contractor obtains access to or develops
information about Government programs not otherwise
available to the public, and such specifjcations, work
statements, or information are imcorpora.ed into or
dfrectly related to a sclicitation, then the contractor
shall be ineligible to perferm the work described within
the solicitation as a prime, subcontractor of any tier,
co~sponsor consultant, joint venturer or other capacity,
_ under any ensuing Government contract.

" This limitation would continue for three years.

The second provisicn precludes TRW from disclosing data “bearing
restrictive legends". On April 10, 1975, TRW replied that these proposed
provisions “are not acceptable" to TRW.

An ERDA memorandum of "May 13, 1975 to the ERDA General Counsel
indicates that the initial TRW letter contract “limited" TR¥W to “broaa
policy-level energy planning" and the parties "agreed that organizationmal
contracting would not be necessary." However, the memorandum adds,

“when TRW, with the appareat cooperation of the 0ffice of Planning and
Analysis, broadened its plamning activities" to include other ERDA
offices, "TRW argueably moved into a detailed type of program planning
which cruld lead more predictably to a future procurement decision
of ERDA. This raises a serious organizational conflict question.”

On May 19, 1575, ERDA prepared a revised provision entitled "Limi~
tation on Future Cont—acting” which provided io subsection (b) as follows:

If the Contractor under the terms of this comuTact,

or through the performance of tasks pursuant te thi-
contract is required to develop specifications or
statements of work or im the course of or as part of
contract performance the contractor obtains access to
or develops information about Government programs not
otherwise available to the public, and such specifica-
tions, work statements, or information are incorporated
into or directly related to a solicitation, then the
contractor shal be ineligible to perform the work
described within the solicitation 2s a prime, sub-
contractor of any tier, co-sponsor consultant, joint.
venturer, or other capacity, under any ensuing Govern-
ment contract, Further, the contractor shall not be
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ENCLOSURE II " ENCLOSURE 1I
Mr. Staats March 11, 1976

elieible for noncompetitive award without solicitation
when the contractor has access to or develops information
about overnmment programs not otherwise availeble to the
public and such information is directly related to the
proposec sole source effort. These restrictions shall
remain in effect for (stated period of time, e.g., three
years from date of award) of this contract, or until the
information previously unavailable becomes avazilable to
the public, whichever occurs first, and shall be birding
on all legal successors or assignees of the Contractor.

At a May 21, 1975, meeting ERDA "failed™ to reach agreement concerning
this provision. Enclosed is a copy of a May 27, 1975, ERDA memorandum N
which summarizes the discussions at that meeting and sets forth a "critique"
of the TRW provision. It concludes that "TRW is seeking substantially
less restriccive conflict of interest provisions than those imposed pre-
vicusly by AEC, tue Department of the Interior, or ERDA to date. OQur
decision in this case will certainly set the pattern for subsequent TRYW
contracts, and perhaps for all of ERDA in the area of planning, technical
and engineering support contracts." On May 28, 1975, TRW transmitted
substirute language and commented on the prollem. A copy of that letter
is enclosed.

On June 18, 1975, a revised clause was negotiated and l.ransmitted
to TRW by ERDA (copy enclosed) vhich was accepted by TRW on June 24,
1975. The revised clause is much narrower than the original ERDA pro-

.posal. rgee Ga0 note.]

We would appreciate your agency reviewing the “megotiated" organi-
zational conflict-of-interes: clause adopted for the TRW contract and
the background material and advise (1) whether it is adequate, {(2) is
in accord with existing regulations and other provisions of law, and
(3) whether or not it applies to TRW subcontractors under this contract. .
Also please ascertain what types of information and data "bearing
restrictive legends" have been provided TRW or its subcontractors under
the contract. In this regard, we also enclose for your information our
February 5, 1976 letter to ERDL and the Interior Department concerning
a simi’ar problem in connection with another ERDA contract, and ERDA's
March 5, 1976 reply and enclosures.

Your early response to these issues would be appreciated. Please
keep us informed of progress.

In providing your reply to us, we request that you not obtain written
comments from the agency on your reply, as we will do so after receiving it.

GAO note: Enclosure not included Sincerely, o

in this report. R 4 /
/'. 114' {'J-\x_
 KEN HECHLER, Chairman :
Subcommittee on Emergy, Research,

Development and Demonstration
(Fossil Fuels)
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TR Congress of the Enited States

Bouge of Reprecentaties

CONSERVATION, ENERGY, ARD NATURAL RESOURCES
SUBCOMMITTEE

OF THE
COMMITTEE ON GOVERNMENT OPERATIONS
RAYEURN HOUEE OFFICE BUILDING, ROOM E:371-B-C
WASHINGTON, D.C. 20313

April 15, 1976

Honorable Elmer B. Staats
Comptroller Genere!

of the United S.ates
U. S. General Accounting Office
441 G Street, N.W.

-Washington, D. C. 20548

Dear Mr. Staats:

Through exercise of its oversight and Investigative’
functions, the Conservation, Energy and Natural Resources
Subcommittee notes that the Energy Research and Development
Administration has moved to the device of service contracts
outside the government in order to have certain administrative
and program functions performed. This technique appears
especially adaptable to such traditional in-house activities
as project review, development of program plans, assignment of
report preparation and numerous other public administration
actions. This aprrcach has been adopted extensively by the
ERDA Office of Fossil Energy.

This committee is concerned about the speed and direction
with which this administrative technique has expanded within
a number of executive agencies, but particularly, as it has
been adonted by ERDA. The relationship and the responsibi-
lities cf ERDA to consultant grrups outside government is
extremely sensitive. At the same time, we are cognizant of
the need of ERDA to rely from time to time on outside guidance
and counsel in fulfillment of its xatutory mission.

The Conservation, Energy and Natural Resources Subcommittee

requests that the General Accounting Office undertake a review
of this adopted administrative policy of ERDA, to determine
whether such contracting efforts represent a sound arrangement
for the performance of ERDA functions, and whether tiis device
poses any danger of minimizing Jevelopment of in-house ERDA

- administrdtive capability. We are concerned that various

contracts already negotiated may not clearly delineate how the
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