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VETERANS AFFAIRS CONTRACTING

Improvements in Policies and Processes
Could Yield Cost Savings and Efficiency

What GAO Found

GAO found opportunities for the Department of Veterans Affairs (VA) to improve
the efficiency and effectiveness of its multi-billion dollar annual procurement
spending in several areas including data systems, procurement policies and
oversight, acquisition workforce, and contract management.

Shortcomings in VA's recording of procurement data limit its visibility into the full
extent of its spending. A recent policy directing that medical-surgical supply
orders be captured in VA’s procurement system is a step in the right direction,
but proper implementation is at risk because procedures are not in place to
ensure all obligations are recorded.

VA'’s procurement policy framework is outdated and fragmented. As a result,
contracting officers are unclear where to turn for current guidance. VA has been
revising its overarching procurement regulation since 2011 but completion is not
expected until 2018. Meanwhile, contracting officers must consult two versions of
this regulation, as well as other policy related documents. Clear policies are key
to ensuring VA conducts procurements effectively on behalf of veterans. The
figure below depicts the various sources of regulations, policy, and guidance.
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Managing workload is a challenge for VA's contracting officers and their
representatives in customer offices. A 2014 directive created contract liaisons at
medical centers in part to address this issue, but medical centers have not
consistently implemented this initiative, and VA officials have not identified the
reasons for uneven implementation.

VA can improve its procurement processes and achieve cost savings by
complying with applicable policy and regulation to obtain available discounts
when procuring medical supplies; leveraging its buying power through strategic
sourcing; ensuring key documents are included in the contract file, as GAO
found that more than a third of the 37 contract files lacked key documents; and
ensuring that compliance reviews identify all contract file shortcomings.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

September 16, 2016

The Honorable Mike Coffman

Chairman

Subcommittee on Oversight and Investigations
Committee on Veterans’ Affairs

House of Representatives

Dear Mr. Chairman:

The Department of Veterans Affairs (VA) spent about $20 billion on goods
and services in fiscal year 2015." The wide range of goods and services
that VA procures—including construction, information technology, medical
supplies, and many other categories—is essential to meeting its mission
to provide health care and other benefits to the nation’s military veterans.
Prior assessments of VA management, both internal and external, have
found shortcomings in VA procurement. For example, a 2015 MITRE
Corporation assessment of VA health care required by the Veteran
Access, Choice, and Accountability Act of 2014 found that VA’s
acquisition function was unduly complex and did not always result in
procuring goods and services for the lowest available price.? Also, in
2015, we reviewed VA’s use of interagency agreements and federally-
funded research and development centers and added VA Health Care to
our High Risk list; both reports cited issues including ambiguous policies,
inconsistent processes, and inadequate oversight and accountability.®

In response to your request, this report assesses 1) the extent to which
VA data systems accurately reflect VA procurement spending for fiscal
years 2013 through 2015, 2) VA procurement policies and lines of

"For our purposes, “spent” means obligated, as defined in our scope and methodology.
This total does not include interagency agreements, in which other agencies award
contracts on VA’s behalf.

2The Veterans Access, Choice, and Accountability Act of 2014 required this assessment.
Pub. L. No. 113-146, § 201 (a).

3GAO, Veterans Affairs Contracting: Improved Oversight Needed for Certain Contractual

Arrangements, GAO-15-581 (Washington, D.C.: July 2, 2015); and High Risk Series: An
Update, GAO-15-290, (Washington, D.C.; Feb. 11, 2015).
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authority, 3) the extent to which VA’s acquisition workforce is positioned
to carry out its responsibilities,* and 4) the extent to which opportunities
exist to improve VA'’s key procurement functions and to save money.

To assess the extent to which VA data systems accurately reflect VA
procurement spending, we obtained VA-provided contracting data from
fiscal years 2013 through 2015. We determined that the data were
sufficiently reliable for the purposes of our reporting objectives. We
analyzed this data to assess a number of characteristics, including extent
of competition and use of contracting preferences—such as those to
service-disabled veteran-owned small businesses. We obtained
documentation related to VA'’s Electronic Contract Management System
(eCMS), and also interviewed system administrators and other officials
regarding the reliability and completeness of this data. To review VA
procurement policies and lines of authority, we obtained and analyzed
policy documents, and interviewed policy officials, heads of contracting
activity, contracting officers, and other officials. To assess the extent to
which VA’s acquisition workforce is positioned to carry out its
responsibilities, we obtained and analyzed data on certifications and the
number of contracting officers in various VA contracting organizations,
which we found sufficiently reliable for the purposes of our reporting
objectives. We interviewed contracting officers, as well as other
contracting officials. Additionally, we obtained information on the VA
Acquisition Academy and interviewed the Deputy Chancellor. To assess
opportunities to improve VA’s key procurement functions and to save
money, we reviewed a non-generalizable sample of 37 contracts and 19
associated task orders. Our basis for selection included dollar value,
whether these contracts were competed or not, and contracts awarded at
contracting offices we selected to visit. We visited three Veterans Health
Administration (VHA) contracting offices, located in Long Beach, CA,;
Minneapolis, MN; and St. Petersburg, FL, selected primarily by total
contract obligations during fiscal years 2013 through 2015, and
interviewed contracting officers and other officials at each location. We
also visited three national contracting offices, selected based on total
contract obligations and the types of contract requirements they procure.
Additionally, we interviewed contracting officer’s representatives for about

4For purposes of this report, we focused on contracting officers and contracting officers’
representatives.
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Background

half of our selected contracts, focusing on those who were located at the
VHA locations we visited. Finally, to review VA’s contracting for medical
supplies, we obtained and analyzed information regarding VA’s medical-
surgical prime vendor program and interviewed officials with roles in
management, contracting, and operations for the program. Appendix |
provides a more detailed description of our scope and methodology.

We conducted this performance audit from July 2015 to September 2016,
in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

VA serves veterans of the U.S. armed forces, and provides health,
pension, burial, and other benefits. In fiscal year 2015 VA procured about
$20 billion—more than a quarter of its discretionary budget—of goods
and services via contracts. As shown in the organizational chart below,
these contracts were awarded by VA’s eight heads of contracting activity
(HCAs). The department’s three operational administrations—VHA,
Veterans Benefits Administration, and National Cemetery
Administration—operate largely independently from one another. Each
has its own contracting authority, though all three also work with national
contracting organizations under the Office of Acquisition, Logistics, and
Construction for certain types of purchases, such as medical supplies and
information technology.
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Figure 1: Organizational Structure of the Department of Veterans Affairs (VA) Procurement
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In addition to the operating administrations, VA’s acquisition function is
spread across a number of organizations that have department-wide
roles:

« The Office of Acquisition, Logistics, and Construction (OALC) is a VA
headquarters organization responsible for directing the acquisition,
logistics, construction, and leasing functions within VA. The Principal
Executive Director of OALC is VA’s Acting Chief Acquisition Officer.
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« The Office of Acquisition Operations (OAO), which falls under
OALC’s purview, conducts procurement activities for customers
across the department, has two primary operating divisions:

« The Technology Acquisition Center (TAC) is a contracting
office designated by VA policy to conduct the vast majority of
information technology-related purchasing for customers VA-
wide.

« The Strategic Acquisition Center (SAC) is responsible for
procurement of certain types of goods and services for the
operating administrations, such as VHA. Responsibility for
VHA medical-surgical supply contracting was recently
transferred to SAC from NAC—including the medical-surgical
prime vendor (MSPV) program, a single logistics provider that
delivers supplies to medical centers from many different
contractors.

« The Office of Acquisition and Logistics (OAL) is responsible for
oversight of contracting across VA, including setting policy and issuing
warrants to contracting officers. The Deputy Assistant Secretary for
OAL is VA’s Senior Procurement Executive.

« The National Acquisition Center (NAC) is an OAL contracting
organization which serves VHA by providing contracting for
certain health care-related goods and services. It awards
national contract vehicles for pharmaceuticals, prosthetics,
and other supplies and services, which are used by medical
centers to meet operational needs. NAC also purchases most
high-tech medical equipment for medical centers. Finally, NAC
is responsible for managing VA’s Federal Supply Schedules.®

In July 2015, the Secretary of Veterans Affairs announced an
organizational transformation for the department called MyVA. The
initiative outlined goals for improving the veteran experience and the
employee experience, along with related goals such as improving support
services and enhancing strategic partnerships. One of these efforts
includes a pilot program on supply chain modernization—aimed at
consolidating requirements and reducing contracting workload, among

5The General Services Administration, which has statutory responsibility for the Federal
Supply Schedule program, has delegated to VA the role of managing the health-care-
related schedules. VA is the largest user of these categories of goods and services.
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other things. The MyVA initiative also includes some organizational
changes; for instance, VA is in the process of reducing the number of
VHA'’s Veterans Integrated Service Networks (VISNs) from the 21 that
existed in 2015 to 18 by the end of fiscal year 2018.

Veterans Health
Administration

VVHA provides medical care to veterans and is by far the largest
administration in VA, with a budget of $61.1 billion for fiscal year 20186,
representing the majority of VA’s $75 billion discretionary budget. In fiscal
year 2014, VHA provided healthcare to almost six million patients at 167
medical centers. These medical centers are currently organized into 19
VISNSs, regional networks that manage some aspects of operations, such
as facility planning. VHA'’s procurement function is overseen by a
separate management hierarchy, as shown in figure 1, led by the Office
of Procurement and Logistics. Its three Service Area Offices oversee 19
Network Contracting Offices (NCOs), each of which serves one of the 19
VISNSs.

VA's Acquisition Workforce

Like in other agencies, contracting officers in the GS-1102 job series are
a key part of VA’s department wide acquisition workforce. Only warranted
contracting officers—individuals who are authorized to commit
government funds to procurements—may award contracts. VA has eight
individuals designated as heads of contracting activity (HCA) who are
responsible for managing the contracting activity of their offices in
accordance with the Federal Acquisition Regulation (FAR). Contracting
officers are responsible for maintaining a Federal Acquisition Certification
in Contracting (FAC-C) in order to hold a VA warrant.® The VA Acquisition
Academy (VAAA), in Frederick, MD, offers contracting officers the internal
training necessary for obtaining and maintaining FAC-C certifications.

Electronic Contract
Management System

In 2007, VA mandated that its contracting officers use the Electronic
Contract Management System (eCMS), a contract writing system, as the
official repository for contract documents. Generally, all contract actions

5There are three levels of FAC-C certification (1, I, and 1) with increasing requirements
for specific education, training, and experience, which in turn allow contracting officers to
be warranted for increasingly complex and costly contracts. To maintain certification,
acquisition professionals must also meet annual training requirements.
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over the current micro-purchase threshold of $3,500 must be recorded in
eCMS.” In addition to documents, the system also records summary data
such as dollar value, award date, and contractor name. This information
is then entered into the Federal Procurement Data System-Next
Generation (FPDS-NG), a government-wide repository of contracting
data, which includes most actions over the current micro-purchase
threshold. VA uses data from eCMS to provide management visibility into
procurement activity.

In 2007 and again in 2012, VA issued policy requiring that contracting
officers use eCMS for all contract actions valued above the current micro-
purchase threshold, as well as ensuring that contracting officers are
properly trained on how to use the system. However, the VA Inspector
General has repeatedly found problems with the completeness of
documentation in eCMS. Specifically, audits conducted between 2009
and 2014 revealed incomplete eCMS data, and, in 2009, the Inspector
General recommended that VA assess the feasibility of connecting eCMS
to the department’s accounting system to provide more robust internal
controls.® VA agreed to assess the feasibility of taking this action, but, to
date, the systems have not been integrated.

Because eCMS and the accounting system are not integrated, contracting
officers must enter information into a separate system, called the
Integrated Funds Distribution Control Point Activity, Accounting and
Procurement (IFCAP).° We reported in 2015 that, in part because
information is manually entered into this system, eCMS data on
interagency agreements were not sufficiently reliable for fiscal years 2012
through 2014, but we also found that eCMS data on contract actions
related to federally-funded research and development centers during this

"In July of 2015, the micro-purchase base threshold of $3,000 was increased to $3,500.
Federal Acquisition Regulation; Inflation Adjustment of Acquisition-Related Thresholds, 80
Fed. Reg. 38293, 38294 (July 2, 2015).

8Depar’tment of Veterans Affairs Inspector General, Audit of VA Electronic Contract
Management System, (Washington, D.C.: July 30, 2009); and Veterans Health
Administration: Audit of Support Service Contracts, (Washington, D.C.: Nov. 19, 2014).
This latter report had findings related to eCMS, but did not have additional
recommendations specific to the system.

SIFCAP is used by most VA organizations, including VHA, but a few use a different
system, called the Centralized Administrative Accounting Transaction System.
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period were sufficiently reliable for our purposes. As a result, we
recommended that VA improve the completeness of interagency
agreement data recorded in eCMS, including procedures to routinely
check this data against transaction data in IFCAP.'"® While VA agreed with
this recommendation, it did not address how it would improve the
completeness of data recorded in eCMS.

Findings of Other Reviews

In addition to the VA Inspector General audits, a recent external
assessment, as well as our prior work, has focused on VA procurement:

« In 2015, MITRE conducted the Choice Act Independent Assessment,
which reviewed VHA operations overall, and identified a number of
issues related to procurement.! For instance, it found that VA has
limited ability to monitor and enforce contract requirements because
complete data are not recorded in eCMS. It also found the VA supply
chain to be complex and duplicative, contributing to VA failing to take
full advantage of its scale to obtain the best pricing. The assessment
had several procurement-related recommendations, including that VA
consolidate its contracting and logistics offices, standardize and
simplify purchasing, and improve management of its acquisition
workforce.

« We have also found problems related to VA procurement and policies
in prior reviews. In 2015, we found gaps in the documentation for
interagency agreements and federally-funded research and
development center contracts. Also, in 2015, we added “Managing
Risks and Improving VA Health Care” to our High Risk list." This
report identified concerns about VA'’s ability to ensure timely, cost-
effective, and quality health care, with findings including ambiguous
policies, unclear resource needs and allocation priorities. However,
we have also found that VA achieved some cost savings through
strategic sourcing efforts.®

1056e GAO-15-581.

"The Choice Act requires VA to enter into at least one contract with a private firm to
conduct twelve independent assessments of health care provided by VA.

1256e GAO-15-581 and GAO-15-290.

3GAO, Strategic Sourcing: Improved and Expanded Use Could Save Billions in Annual
Procurement Costs, GAO-12-919 (Washington, D.C.: Oct. 4, 2012).
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Available Data Are
Incomplete but
Indicate That VA
Obligated Nearly $46
Billion from Fiscal
Years 2013 to 2015

Our analysis of the available eCMS data found that VA obligated about
$46 billion on goods and services via contracts in fiscal years 2013
through 2015; however, the data are incomplete. VHA accounted for 62
percent of these obligations during fiscal years 2013 through 2015. While
eCMS—VA's central repository for all contract actions and supporting
documentation—provides useful data on VA contracting, we found that
data on high-tech medical equipment and prime vendor orders were not
complete, leading eCMS to reflect much lower total obligations than
FPDS-NG. While we determined that the available data were sufficiently
reliable for describing certain characteristics of VA contract obligations
over this period, we found that shortcomings limit its usefulness.

Overview of VA
Procurement Spending

According to our analysis of the available data from VA’s eCMS, the
department spent about $46 billion from fiscal years 2013 to 2015 on
goods and services. VHA accounted for 62 percent and, together, VHA
and department-wide contracting offices (the NAC, SAC, and TAC),
accounted for nearly 98 percent of total obligations recorded in eCMS
during this time period, spending roughly $28.3 and $16.7 billion,
respectively. See figure 2 for the distribution of contract obligations within
VA.

. _______________________________________________________________________________|
Figure 2: Distribution of Contract Obligations by Organizational Unit, Fiscal Years
2013 through 2015

2%

National Cemetery Administration (NCA)

36%

Department-wide contracting organizations

62%

Veterans Health Administration (VHA)

Source: GAO analysis of Veterans Affairs Electronic Contract Management System data. | GAO-16-810

Note: The Veterans Benefits Administration accounted for less than one percent of contract
obligations during this period.
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VA spent about $30.9 billion on services over this period, about twice as
much as the $15 billion it spent on goods. Information technology ($6.7
billion) and medical services ($6.3 billion) were the largest categories of
contract obligations for services. Medical supplies accounted for the
majority of spending on goods, at $11.1 billion. As discussed in more
detail below, supply orders placed under the MSPV program are
generally not included in this total.

Our analysis also indicates that the VA relied on competitive procedures
for the majority of its spending on goods and services from fiscal year
2013 through fiscal year 2015, obligating roughly $28.8 billion, or 63
percent of its total obligations, using full and open competition, as shown
in figure 3. VA also obligated about 14 percent non-competitively. We
could not determine the extent of competition for about 5 percent of
obligations because this field was not populated in eCMS.

Figure 3: Extent of Competition in VA Contract Obligations in Fiscal Years 2013
through 2015

5%
No data

14%

Not competed

18%

Limited competition

63%
Competed (full and open)

Source: GAO analysis of Veterans Affairs Electronic Contract Management System data. | GAO-16-810
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According to the available data, most of the remaining $8.3 billion (18
percent) of obligations were competitively awarded after limiting the pool
of available contractors—a process known as full and open competition
after the exclusion of sources.™ VA has special statutory contracting
preferences for Service-Disabled, Veteran-Owned Small Businesses
(SDVOSB) and Veteran-Owned Small Businesses (VOSB), and these
accounted for a significant portion of these “limited competition”
obligations. VA set aside $6.5 billion, or 14 percent, of its total fiscal year
2013 through fiscal year 2015 obligations to competitively award set-
aside contracts to SDVOSBs and VOSBs and used sole source
procedures to award another $219.4 million to these businesses. We
reported earlier this year that total contracting awards to SDVOSB and
VOSB firms have increased in recent years, in part because of the
Veterans Benefits, Health Care, and Information Technology Act of 2006,
which required VA to set annual goals for contracting with SDVOSBs and
VOSBs and directed VA to restrict competition to veteran-owned small
businesses if it is reasonably expected that at least two such businesses
will submit offers and the award can be made at a fair and reasonable
price, known as the Rule of Two." In June 2016, a Supreme Court
decision concluded that VA must use the Rule of Two every time it
awards contracts, even when VA will otherwise meet its annual minimum
contracting goals.'®

eCMS Does Not Meet
Business Needs of One of
VA's National Contracting
Organizations

According to the director of NAC’s National Contract Service, NAC
contracting officers only began recording orders for high-tech medical
equipment into eCMS in 2013. Prior to 2013, NAC awarded and
administered these orders—on which VA reported spending $424 million
in fiscal year 2015—outside of eCMS, and recorded the obligations in a

4To fulfill the statutory requirements relating to small business concerns, the FAR
authorizes contracting officers to set aside solicitations to allow only small businesses to
compete.

SGAO, Veteran-Owned Small Businesses: VA Improved lIts Verification Program but
Lacks an Effective Operational Plan for Ongoing Efforts, GAO-16-129, (Washington, D.C.:
March 21, 2016); Pub. L. No. 109-461. § 502, 120 Stat. 3403, 3431 — 3435 (codified as
amended at 38 U.S.C. § 8127).

16Kingdomware Technologies, Inc. v. United States, 136 S.Ct. 1969 (2016).
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separate, NAC-specific system.’” NAC officials stated that they continue
to use their own system alongside eCMS, as it provides essential
functionality not provided by eCMS, such as the ability to exchange data
with systems run by other agencies and NAC contractors. OAL officials
responsible for maintaining VA data systems stated that they are working
to develop updates to eCMS. However, according to NAC contracting
officials, planned updates will not provide the ability to exchange critical
data such as pricing and sales reports with other government and
contractor data systems. As a result, NAC contracting officers must
maintain data on their contract actions in both systems, which requires
duplicative work and increases the risk of errors in eCMS. Without
resolving the functionality issues that are driving this duplicative data
entry, VA cannot be assured that its high-tech medical equipment
spending is properly accounted for in eCMS.

VA's Recent Direction to
Record MSPV Data Is
Positive, but
Implementation May Fall
Short, and Other Prime
Vendor Data Are Not
Recorded in eCMS

Our review of the MSPV program found that orders placed under this
program have not been consistently recorded in eCMS, meaning that VA
was missing important information on its spending.' VA procurement
policy, dated June 15, 2012, requires mandatory usage of eCMS for most
procurement actions valued above the micro-purchase threshold
(currently $3,500). Many individual MSPV orders are under the micro-
purchase threshold, and those actions were not recorded in the system.
Further, VA policy exempted MSPV orders placed by ordering officers
from being recorded in eCMS. According to VHA’s MSPV program office,
because ordering officers—as opposed to contracting officers—do the
bulk of VA's MSPV ordering, this exemption resulted in VA not capturing
these orders in eCMS. VA's total MSPV obligations are substantial. NAC-
provided data—reported by the prime vendors—showed that VA
obligated $465 million under the MSPV prime contract during fiscal year
2015.

17According to NAC officials, the base indefinite delivery/indefinite quantity contracts for
high-tech medical equipment were recorded in eCMS prior to 2013 but orders were not.
Because all obligations take place in the orders, no high-tech medical equipment
obligations were recorded in eCMS until 2013.

8VA has three separate prime vendor programs; we focused our review on the medical-
surgical prime vendor program and included, to a much lesser extent, the pharmaceutical
prime vendor program.
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As of April 2016, VA policy has changed regarding how MSPV orders are
to be recorded. Ordering officers are now required to report summaries of
MSPV orders to the responsible contracting officers in monthly
summaries, which the contracting officers are then to record in eCMS—
even for orders under the micro-purchase threshold. But the policy is
silent regarding the procedures ordering officers should use to do so.
VA'’s Senior Procurement Executive stated that the department lacks
procedures to ensure that these orders are consistently reported, despite
the new policy. Without putting in place procedures to implement the new
policy, VA is at risk of continuing to lack a complete picture of its
substantial MSPV obligations.

In addition to the MSPV data, we also found that other prime vendor
orders are not recorded in eCMS. We compared FPDS-NG and eCMS
data for fiscal years 2013 through 2015 and found that the total
obligations recorded in FPDS-NG were about $10.4 billion more than in
eCMS. Based on our analysis, it appears that the primary reason for this
gap is that orders under the pharmaceutical prime vendor program are
not being recorded in eCMS but rather are being manually reported to
FPDS-NG. VA’s Senior Procurement Executive told us that the omission
of many prime vendor orders from eCMS limits VA’s knowledge and
oversight of its contract obligations. As the Standards for Internal Control
in the Federal Government also note, leadership needs complete
information to provide effective management and oversight. Those
standards state that U.S. government agencies should clearly document
transactions, ensure that documentation be readily accessible, and
ensure that transactions are complete and accurate.'® As described
above, we found billions of dollars not contained in eCMS. While VA has
taken some steps to improve the completeness of eCMS information,
such as adding data on high-tech medical equipment orders, most prime
vendor orders are still omitted. This situation results in missed
opportunities for VA to understand the full picture of where its obligations
are going, information that is needed to effectively monitor and provide
oversight of procurement actions.

19GAO, Standards for Internal Control in the Federal Government, GAO-14-704G,
(Washington, D.C.: Sept. 10, 2014).
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eCMS Continues to Lack
Integration with VA’s
Accounting System

VA's Procurement
Policy Framework Is
Outdated and
Fragmented, and
Acquisition
Responsibilities Are
Not Always Clear

eCMS is not linked to VA’s accounting system, requiring duplicate effort
and increasing the risk of errors, a known problem that VA has been
struggling to address. This situation causes duplicative work for
contracting officers since data must be entered separately into both
systems, thus increasing the risk that differences between these data
might occur. In 2009, the VA Inspector General recommended that not
only should the department implement an eCMS oversight program, but
also that additional steps should be taken to assess the feasibility of
connecting eCMS to the accounting system. Similarly, in 2015, GAO
recommended that the VA put into place procedures to improve the
quality of contract action data in eCMS, which could include implementing
procedures to routinely check eCMS data against transaction data in VA’s
accounting system, and VA concurred. We found that some individual
contracting organizations within the VA have made efforts to address this
risk. For instance, as we previously noted, VHA’s Service Area Offices
routinely compare IFCAP records to eCMS records to identify actions that
do not match.?° VA’s Office of Management, which is responsible for the
accounting system, estimates that VA will replace IFCAP in fiscal year
2019; VA’s Senior Procurement Executive stated that when this change
occurs VA would likely obtain a new interoperable contract system to
replace eCMS.

Our analysis of VA’s contracting regulations and policies, which VA
contracting officers must follow, found a framework that is disjointed and
difficult to use. The VA Acquisition Regulation (VAAR), VA’s acquisition
regulation, is outdated, and contracting officers need to consult both the
1997 and 2008 versions. An updated version is in development but will
not be ready for several years. In the interim, VA communicates
procurement policy in a number of different forms that, taken together,
pose challenges for contracting officers who need clear guidance to
effectively perform their duties. For example, there is ambiguity about
whether over one hundred previously-issued Information Letters (policy
memoranda) are still in effect. Additionally, we found that VA’s
decentralized acquisition function—which does not always have clearly
delineated organizational roles and responsibilities—contributes to
confusion among customers regarding which contracting entity they

2036 GAO-15-581.
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should consult to acquire various goods and services, sometimes causing
VA contracting entities to perform overlapping roles.

VA Does Not Always

Ensure That Procurement
Policies Are Cohesive and
Effectively Communicated

Key VA procurement policies are outdated and difficult for contracting
officers to use. Standards for Internal Control in the Federal Government
state that it is important for an organization’s management to update its
policies over time to reflect changing statutes or conditions, and that
those policies should be communicated to those who need to implement
them.2' However, many of VA’s regulations and policies—most
importantly the VAAR, which has not been updated since 2008—are
outdated, and the department has issued a patchwork of policy
documents in the interim to fill this gap.?? VA asks contracting officers to
refer to two different versions of the VAAR, one from 1997 and the other
from 2008. The VA Director of Procurement Policy stated that the 1997
VAAR was not completely rescinded upon the publication of the 2008
edition because some of the prior provisions remained relevant. We found
that the necessity to use two VAAR versions to understand which of the
provisions are relevant is causing confusion among contracting officers.
For instance, a 2015 edition of the VA Handbook for Acquisition
Professionals states:

There are two active versions of the VAAR: 1997 and 2008. Neither
version is comprehensive. All information in the 2008 version still
applies (unless an Information Letter, circular, directive or
memorandum specifically states otherwise); not all of the information
in the 1997 version still applies. To determine if information in the 1997
version still applies, you must review the 1997 version and look for “::’
preceding the section. If the section is preceded by *::,’ it still applies.
If the section is not preceded by “::,’ it no longer applies.

21S3ee GAO-14-704G.

2\While we have not reviewed all Federal Register notices since 2008 to determine
whether there have been any updates, agency officials confirmed that the VAAR has not
been updated since 2008.
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Since contracting officials voiced confusion and raised concerns with the
2008 VAAR, the Office of Procurement Policy undertook a gap analysis of
three sections of the 1997 version of the VAAR, for which the language
either differed between the 1997 and 2008 versions or was omitted from
the more recent 2008 version entirely. Following our inquiries about this
issue, the Office of Procurement Policy took action to fully rescind the
1997 VAAR. In June 2016, VA’s Senior Procurement Executive informed
us that this process had been completed, including the rescission of the
1997 VAAR in its entirety, meaning that VA contracting officials are now
to refer solely to the 2008 VAAR.

A new revision of the 2008 VAAR is also in development, but the
progress towards completion has faced delays. VA began the process in
2011 but does not plan to finalize the new VAAR until December 2018,
including the required rulemaking process. According to VA’s Director of
Procurement Policy its Senior Procurement Executive, several reasons
contributed to these delays, including various steps in obtaining internal
review from VA’s legal department and input from other stakeholders,
such as VISN and Medical Center Directors. VA’s Senior Procurement
Executive also stated that this revision of the VAAR has just recently
become a high priority for the department and senior management
attention may be needed to help expedite revisions and the ultimate
issuance of the updates. In addition to revising the VAAR, VA’s Office of
Procurement Policy, within the Office of Acquisition and Logistics, is also
developing a new VA Acquisition Manual that will serve as a companion
to the VAAR and replace VA'’s other sources of procurement policy.
Issuance of the manual is expected to follow the same schedule as the
updated VAAR. The lengthy delay in updating this fundamental source of
policy for contracting officers impedes their ability to effectively carry out
their duties. Without sustained senior management attention and a plan to
expedite the revisions, there is the risk of further delays.

In the absence of an updated VAAR, VA has communicated interim
procurement policies in a number of different forms, some of which can
be duplicative. Figure 4 illustrates the numerous sources that contracting
officers must turn to for guidance.
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Figure 4: Sources of Veterans Affairs (VA) Procurement Policy

Regulatory deviations
(13)

Procurement Policy
Memoranda
(14)

Information Letters
(170+) 1997 version 2008 version

Acquisition Flashes

VA Acquisition Regulation (12in 2016 to date)
(VAAR)

Contracting Officer

Source: GAO analysis of Veterans Affairs procurement policies. | GAO-16-810
Note: A regulatory deviation is a policy, procedure, method, or practice at any stage of the

procurement process that is inconsistent with the FAR. Acquisition Flashes disseminate information
relevant to day-to-day procurement operations. Information Letters are policy memoranda.

Page 17 GAO-16-810 Veterans Affairs Contracting



The sheer number and different forms of communications—many of
which are outdated—are confusing and present challenges for contracting
officials seeking appropriate guidance.

VA'’s Information Letters are largely obsolete, but many have not been
rescinded, creating potential for confusion. The Office of Procurement
Policy is no longer issuing these policy memoranda, but in previous years
it and other offices had issued at least 170, which typically did not have
expiration dates. The Director of Procurement Policy stated that the
guidance set forth in these letters was meant to be temporary in nature.
For example, a 2009 Information Letter outlining contract oversight
processes established dollar thresholds for certain reviews—which
officials in VA contracting offices cited during our visits—but Procurement
Policy officials said that these thresholds had since been revised by an
interim Acquisition Flash until a Procurement Policy Memorandum can be
developed.? The Director of Procurement Policy also stated that the
Office of Procurement Policy does not have a complete list of all
Information Letters and is working to develop a complete repository, in
some cases by gathering them from the contracting officers themselves.
As of April 2016, the office had identified approximately 170 Information
Letters through this process, 70 of which the Director said had been
rescinded entirely or were replaced by Procurement Policy Memoranda.
The Director of Procurement Policy further stated that access to the
repository is limited to Office of Procurement Policy staff to prevent
recirculation of outdated Information Letters among the department’s
contracting staff, which could cause confusion on which policy is in effect.
The Office of Procurement Policy has not established a firm time frame
for completing its efforts to rescind or replace the Information Letters.
Without a firm time frame, there is the risk that this effort will lose traction.

As an example of the confusion we found among the various sources of
policy and guidance, we analyzed information specific to contracting with
SDVOSBSs, which is an important part of VA’s procurement process.
Additionally, we spoke with one contracting officer who found the
available information on this issue challenging to navigate. Several
sources of VA policy address SDVOSB contracting. Figure 5 shows an

23Acquisition Flashes are communications to the acquisition workforce, which
Procurement Policy officials told us can sometimes serve as policy.
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example of VA making policy changes without incorporating them into the
VAAR.

_____________________________________________________________________________________________________________________|
Figure 5: VA Policies Addressing Contracting with Service-Disabled, Veteran-Owned Small Businesses

VA’s policy regarding sole source contracts to
Service-Disabled, Veteran-Owned Small Businesses (SDVOSB)

2008 08/17/2009 12/27/2012 01/14/2013

VA Acquisition Regulation Information Letter Regulatory Deviation Procurement Policy
Contract Officers (CO) have A CO may award a sole source contract to a COs must submit Memorandum

complete discretion in awarding SDVOSEB fif: justification and obtain  COs may award sole source
sole source contracts to SDVOSB.? « The firm is deemed a responsible source; and approval for all sole contracts to SDVOSBs up

source awards to to $5 million, subject to
SDVOSBs.® review and approval of the
designated official.4

* The award can be made at a fair and
reasonable price.?

Source: GAO analysis of Veterans Affairs procurement policies. | GAO-16-810

For example, the contracting officer responsible for one of our selected
contracts for surgical equipment stated that, using the VAAR as her
guide, she awarded a $335,000 contract to an SDVOSB on a sole-source
basis without a justification and approval. However, an internal post-
award review found that this action was not permitted based a 2012
VAAR deviation and a 2013 Procurement Policy Memorandum. Both
required a justification and approval from contracting office management
for a contract of this value. The contracting officer was unaware of this
policy change because she believed the VAAR to be the most current
policy. This particular contracting office subsequently provided training to
its staff regarding sole-source contracting with SDVOSB firms.

The issues associated with contracting with SDVOSB and VOSB firms
have recently been subject to heightened attention due to the June 2016
Supreme Court decision, which concluded that VA must restrict
competition to veteran-owned small businesses if it reasonably expects
that at least two veteran-owned firms will submit offers and the award can
be made at a fair and reasonable price, even when VA will otherwise
meet its annual minimum contracting goals.?* According to VA’s Senior
Procurement Executive, this decision will have a large impact on VA
contracting because, among other things, the ruling requires training for

24Kingdomware Technologies, Inc. v. United States, 136 S.Ct. 1969 (2016).
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VA contracting officers. VA began providing this training in July 2016 and
plans to continue it on an ongoing basis through webinars. VA also plans
to staff a hotline to assist contracting officers in implementing the
Supreme Court ruling. VA also plans to pursue a “train the trainer”
strategy where field-based staff can offer support on implementing the
Supreme Court’s rule.

VA's Complex
Procurement Structure
Creates Challenges for
Users

VA procurement is highly decentralized and spread across six acquisition
contracting organizations, each of which is led by an individual
designated as an HCA.? Three of these acquisition organizations
represent each of the department’s operating administrations, and three
represent each of the VA-wide contracting entities that serve customers
across the agency. A given customer—such as a department in a medical
center or a program office—may need to work with more than one of
these contracting entities to meet its procurement needs. Figure 6
illustrates customer relationships contracting offices across VA.

25VHA recently informed us that it decided to delegate its HCA authority among three
individuals. As a result, the VA now has a total of 8 HCAs. Additionally, the HCA for the
Office of Acquisition Operations oversees both the SAC and TAC.
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Figure 6: Veterans Affairs Customer Relationships with Contracting Offices
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Source: GAO analysis of Veterans Affairs policies. | GAO-16-810

The complexity of the organizational structure can contribute to confusion.
Several of the contracting officials we spoke with stated that they were, at
times, uncertain of which contracting office handled a particular
requirement. Many program offices must not only work with their local
contracting office (such as the NCOs within VHA) but also with national
contracting organizations such as the SAC or NAC. In the course of our
review, we encountered examples of confusing roles and responsibilities,
uncoordinated procurements that resulted in duplication, or unofficial
agreements about procurement responsibilities. For example:

« A VISN official reported procuring one type of high-tech medical
equipment through the SAC, even though this area is specifically
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designated as NAC'’s responsibility, because she expected that the
SAC could execute the purchase more quickly.

« The VBA and VHA separately acquired similar types of contract
support services through the SAC; however, because the requirement
was procured by each administration through a different SAC office
location, two separate contracts were awarded.

« An official from VBA’s Office of Acquisitions stated that in the absence
of an official policy on the division of responsibilities between his office
and national contracting organizations, he informally agreed with the
Office of Acquisition Operations that his office would handle all
procurements under $5 million, while the SAC would handle those
valued above this amount.

Standards for Internal Control in the Federal Government state that it is
important for an organization to fully communicate its policies to those
who need to implement them. However, the variability in procurement
processes and lack of clearly-defined organizational roles and
responsibilities could result in inconsistent implementation of VA’s
procurement policy.

Leaders in VA’s procurement organizations have recognized that
organizational complexity is a challenge and have taken some steps to
address it. The Office of Acquisition, Logistics, and Construction, in its
role as the overseer of VA’s national contracting organizations, issued a
memorandum in March 2013 that established lead responsibility for
various types of purchases among the national contracting
organizations—SAC, TAC, and NAC. Table 1 shows the responsibilities
outlined in that memorandum.
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Table 1: Division of Lead Responsibility for Types of Procurements among VA National Contracting Organizations

Strategic Acquisition Technology Acquisition National Acquisition
Type of Product and/or Service Center Center Center
Information technology products and
services X
General medical products and services X
General surgical products and services X
High-tech medical equipment and systems X
Medical specialty products and services X
Surgical specialty products and services X
Pharmaceuticals X
Prosthetics (general) X
Prosthetics (socks and other soft goods) X
Dental products and services X
Patient mobility products and services X
Telehealth products and services® X
Hearing products and services X
Facilities maintenance and repair products
and services X
Medical Federal Supply Schedule contracts X
Allied health products and services X
Subsistence X
All other products and services X

Source: GAO Analysis of VA Policy for VA National Contracting Organizations | GAO-16-810
*Telehealth refers to services to reach patients at home or at different facilities.

VA’s Acting Chief Acquisition Officer stated that, although the policy
delineates separate responsibilities, he is aware there is overlap in the
functions of some contracting organizations, especially the NAC and the
SAC. He also stated that he is aware of confusion among customers
regarding whom to go to with their requirements. For example, SAC’s
responsibility for specialty medical and surgical supplies could include
some areas covered by the NAC—especially since the NAC had this
responsibility in prior years. Some contracting officials we spoke with
characterized the March 2013 memorandum as more of a guide than a
mandate, resulting in confusion about how flexible these roles and
responsibilities really are. While issuing the March 2013 memorandum
was a good first step, the fact that there is still confusion indicates that
more needs to be done to clarify roles and responsibilities—particularly
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VA's Acquisition
Workforce Faces
Workload Challenges
and Aspects of
Workforce Data Could
Be Improved

regarding the NAC and the SAC. Without clearly delineated
organizational roles and customer relationships, the possibility of
duplication is increased, and customers lack clear guidance on what
organization to approach for certain types of procurements.

VA’s contracting officers are concentrated in VHA. Managing workload
can be a challenge for these staff as well as for the contracting officer
representative (CORs), the officials in customer offices throughout the
department who help manage contracts on behalf of contracting officers.
In 2014, VHA directed medical centers to implement contract liaisons, in
part to address the demands on CORs, but this initiative has not been
consistently implemented. VA also does not have historical data on the
certifications of its contracting officers, impairing its ability to plan and
identify recurring problems. Finally, of the contracting officers who shared
their opinion of the VA Acquisition Academy with us, most said that they
were satisfied with the training it provided.

VHA Employs the Majority
of VA's Contracting Officer
Workforce

VA'’s contracting officer workforce is spread across a number of
organizations, but the majority of VA’s 2,716 contracting officers work
within VHA. As figure 7 shows, VHA accounts for 80 percent of the
department’s contracting officers. The largest share of the remaining
contracting officers work in SAC, TAC, or NAC, with about 12 percent in
other organizations.
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Figure 7: Distribution of Contracting Officers in VA by Contracting Organization, as
of the End of Fiscal Year 2015
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Note: The 1102 federal job series is primarily comprised of contracting officers. Percentages do not
add to 100 due to rounding.

Strategic Acquisition Center, Technology Acquisition Center, and National Acquisition Center

®Includes offices such as the Executive Director for the Office of Acquisition Operations and the
Deputy Assistant Secretary for the Office of Acquisitions and Logistics

Over the last 5 years, VA’s total number of contracting officers has
generally increased, as shown in figure 8.
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Figure 8: Total Number of VA Contracting Officers, Fiscal Years 2011 through 2015
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Workload Is a Challenge
for Some Members of VA's
Acquisition Workforce

We found indications that managing workload is a challenge for some of
VA’s acquisition workforce, which includes contracting officers and CORs.
In our discussions with officials who rely on contracting staff, they told us
they had experienced difficulties due to workload constraints. Specifically,
one medical center’s chief logistics officer—responsible for managing
supplies—stated that his local contracting office had at times turned away
some purchase requests because it could not staff them. In some cases,
workload prevented contracting officials from pursuing the optimal
acquisition strategy. For example, medical center and contracting staff
identified a medical center's month-to-month purchase orders for patient
transportation as problematic because no long-term contract was in
place, but no action was taken for more than a year due to lack of staff
availability. Once a new contract was finally awarded about 2 years later,
the annual value of the contract had decreased by about $1.7 million.
According to the COR, the pricing on this new contract was much better.
These savings could have been realized much sooner if the contracting
office had been able to proceed immediately once the need was
identified. Another contract that we reviewed covered a requirement for
the delivery of durable medical equipment. The contracting officer that
currently oversees the requirement said that the contract passed among
several contracting officers who had retired or were on extended sick
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leave; the current contracting officer stated that he received the
requirement just as the contract was ending and expected to non-
competitively extend the contract due to a lack of time to compete the
requirement. Additionally, a recent GAO review of one specific type of VA
contract—sole-source contracts for affiliates—found that workload
demands and training shortcomings for the contracting officers were a
challenge to VA’s ability to manage these contracts in a timely manner.28
One contracting officer we met with also stated that, while training at the
VAAA, he had to work each evening following class because his
colleagues were not available to provide backup. We spoke with the
leadership of seven different contracting offices in the course of our
review, and, in six of those cases, managers said that workload was a
challenge for their staff.

Our analysis supported the concerns we heard from VHA contracting
officers and their managers. VHA’s contracting officers process a large
number of small dollar-value actions to support medical center
operations. According to eCMS data, contracting staff in the three VISNs
we visited executed a total of about 36,000 actions in fiscal year 2015, the
majority of which were small transactions, representing total obligations of
about $1.6 billion.?” According to figures provided by local managers, the
three offices had a total of about 363 contracting officers. This average of
about 100 actions per year per contracting officer is indicative of the fact
that VHA contracting officers must process a comparatively large number
of small transactions. The number of actions a given contracting officer is
able to process varies, given the wide spectrum of cost, complexity, and
risk, and there is no single standard to apply. GAO has previously noted,
in our inclusion of strategic human capital management on our High Risk
list, that contract specialists are one area of the federal workforce that has
been identified by an Office of Personnel Management working group as
having a skills gap.?®

26GAO, VA Health Care: Improvements Needed for Management and Oversight of Sole-
Source Affiliate Contract Development, GAO-16-426 (Washington, D.C.: May 6, 2016).

27Contract actions include contract awards, modifications, and orders.

28366 GAO-15-290.
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As VA’s Acting Chief Acquisition Officer noted, the need for contracting
officers to process frequent and urgent small-dollar transactions reduces
their ability to plan ahead and take a strategic view of procurement needs.
We found that many VHA contracting actions are short-notice urgent
purchases to support immediate patient care, even though many of the
items are repetitive procurements. For instance, a review of eCMS
records for one of the VISNs we visited indicated that from fiscal years
2013 through 2015 hundreds of actions each year were identified as
“emergency” purchases in the requirement description.?® In many cases,
these purchases were for routine items such as surgical or lab equipment
supplies. The Acting Chief Acquisition Officer said that VA'’s efforts to
consolidate requirements through strategic sourcing and make greater
use of ordering officers for routine items will help reduce these demands;
however, these efforts are in their initial stages.

Several of the CORs we spoke to also cited workload as a challenge. For
these representatives, who work in program offices, medical departments,
and other operational roles, an additional challenge is that working with
contracts is not their primary role. Of the 19 CORs we spoke with, 5 said
that it was difficult to balance their COR duties with their regular job
responsibilities. CORs typically develop key portions of the contract
documentation, such as work statements and cost estimates. We have
previously reported that VA CORs on clinical contracts had difficulty
managing their COR responsibilities due to the demands of their primary
job. As a result, they reported that they were not always able to effectively
monitor their contracts.*

2After using a text search to identify all instances of the word “emergency,” we manually
reviewed each instance to eliminate cases where it described the nature of the good or
service (e.g. emergency room supplies) instead of the nature of the purchase.

30GAO, VA Health Care: Additional Guidance, Training, and Oversight Needed To
Improve Clinical Contract Monitoring, GAO-14-54 (Washington, D.C.: Oct. 31, 2013).
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VHA Directed Medical Recognizing that the COR role was not working optimally, in part because

Centers to Create workloads were too high and oversight was being impacted, VHA directed
A medical centers to implement contract liaisons to assist CORs. An

Contract Liaisons to interdisciplinary team convened by VHA'’s Office of Procurement and

Address Demands on _ Logistics had found that there were not enough CORs to meet medical
CORs but Implementation  center needs and that staff lacked the resources necessary to efficiently
Is Uneven prepare procurement documents. But the review also found that certain

medical centers had been successful in creating new staff positions to
assist CORs. In April 2014, VHA officials directed all VISNs and medical
centers to develop and fund medical-center-based liaisons to assist in the
contracting process. These contract liaisons, some of whom have
backgrounds in contracting, were intended to assist CORs in performing
their duties by providing guidance, assisting with procurement
documentation, and supporting COR training status. For example, two
CORs we spoke with, as well as chief logistics officers from facilities in
VISNs that had implemented the contract liaison position, said that the
liasisons have improved the procurement process by clarifying
documentation and process requirements. In particular, one chief logistics
officer at a facility we visited stated that the liaisons have helped ensure
that procurement packages are complete, and, as a result, paperwork is
less frequently returned to CORs for additional information, thereby
speeding up the procurement process.

However, this initiative has not been fully implemented. As of July 2016,
37 percent of VA medical centers had not implemented the contract
liaison role. Two of the VISNS we visited had implemented the contract
liaison position in all of their medical centers; the third VISN had not
created contract liaisons at its own facilities but did have liaisons at two
medical centers it had recently absorbed from a different VISN. VHA
officials said that medical centers had implemented the role differently:
some had created and staffed new positions, while others delegated the
duties to existing staff. VHA officials responsible for this directive said
medical centers had cited a lack of designated funding as an obstacle to
the creation of full-time contract liaison positions.

VHA directed that all VISNs and medical centers implement the contract
liaison role to alleviate COR workload, and, based on the feedback we
heard during our review, the position has the potential to do so. Without
taking more proactive steps to understand and address obstacles to
implementing the directive, VHA cannot ensure that all of its medical
centers are taking advantage of this potential improvement in the
efficiency and effectiveness of its procurement efforts.
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VA Lacks Historical Data
on the Certification Status
of Its Contracting Officers,
Limiting Its Ability to
Monitor Expired
Certifications

VA currently has limited historical data on its contracting officers’ FAC-C
certifications, which limits its visibility into potential lapses in their
certification status. From fiscal year 2011 through fiscal year 2015, VA did
not archive any underlying data from the systems it used to monitor
contracting officers’ FAC-C certifications, meaning that VA has no record
of individuals’ certification status over time. During this period, VA
maintained two systems for monitoring contracting officers’ FAC-C
certification status: the Acquisition Resource Center until January 2014,
and the eCERT system from January 2014 until the end of 2015. During
most of the period it used eCERT, VA created monthly summary reports
on contracting officers’ FAC-C certification status but did not archive the
underlying data. The monthly summary reports include information such
as the number of contracting officers with FAC-C certifications and the
number of lapsed certifications within each VA contracting organization
but do not include individual records. A senior VA official stated that,
under the government-wide Federal Acquisition Institute Training
Application System (FAITAS) that VA transitioned to in 2016, the agency
does not plan to continue to create monthly summary reports but will
begin to archive historical data extracts every 6 months.*’

The lack of historical data on contracting officers’ certification status
leaves the office of the Acquisition Career Manager without information
that is needed to perform effective strategic planning and management of
the contracting officer workforce. In our 31 interviews with contracting
officers, we spoke with four who said that their certifications had lapsed
for a period of time—two did not meet training requirements, and the
other two had problems with the certification process. Two of the
contracting officers said that their certifications had lapsed for about a
year or more; as a result, they were unable to perform their jobs
independently and needed certified coworkers to sign all of their work.
Because VA did not maintain archived data extracts, the summary data
do not allow VA to determine the duration of these lapses, or in which
offices they occurred. As of the end of fiscal year 2015, the summary data
showed no contracting officers with lapsed certifications. Archives of the
full data extracts would allow historical tracking of certifications of
individual contracting officers, but doing so on a biannual basis may not

31Since the beginning of calendar year 2016, VA has used FAITAS. The Office of
Management and Budget directed all civilian agencies, including VA, to switch to FAITAS.
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provide timely enough data to allow VA management to fully monitor the
certifications of its contracting staff.

Most Contracting Officers
We Spoke with Are
Satisfied with VAAA
Training

The contracting officers we spoke with were generally satisfied with the
training provided by VA, of the contracting officers who shared their
opinion of the VA Acquisition Academy (VAAA) most said they were
satisfied with the training it provided. In 5 of the interviews, contracting
officers stated that the applicability of VAAA training to their work could be
improved, stating that they would prefer more VA-centric examples. For
example, most of the case studies used in VAAA contracting courses are
based on Department of Defense acquisitions, such as how to procure
helicopters or body armor, rather than items a VA contracting officer
might actually acquire, like medical supplies. The Defense Acquisition
University manages the FAC-C curriculum. VA contracting officers work
toward their certification through a combination of courses provided by
Defense Acquisition University and equivalent courses at the VAAA,
which are delivered by contractors.3? A senior official at VAAA stated that
the Academy’s contract with the instructors requires that at least 20
percent of the case studies used in the courses be based on VA-specific
procurements. VAAA has offered webinars in recent years, which the
head of VAAA stated are typically focused on VA-specific issues.

%2The Federal Acquisition Institute collaborated with the Defense Acquisition University to
develop courses to fulfill FAC-C certification requirements. The Defense Acquisition
University also permits contractors to develop courses that fulfill the same requirements.
Contractors can then apply for their courses to receive equivalency so that they fulfill that
portion of the FAC-C certification requirements.
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VA Can Improve lts
Processes for
Medical Supply
Purchasing,
|dentifying Cost
Savings
Opportunities, and
Documenting
Contracts

VA can improve the functioning of key procurement processes. First, VA’s
MSPV program is a tool for medical centers to efficiently obtain supplies
used on a daily basis, but current processes do not consistently ensure
that orders comply with policy or take advantage of available discounts.
Second, VA organizations are missing opportunities to realize cost
savings and greater efficiency through strategic sourcing of medical
supplies and services purchased by individual medical centers. Finally, a
number of our selected contract files were missing key documents. Each
contracting office we visited had a compliance function, but they varied in
their approach to this role.

The Current MSPV
Ordering Process Is
Inefficient and Makes It
Difficult to Comply with
Policy; Improvements Are
Underway to Address
Some of These Problems

VA medical centers use contractors called medical-surgical prime
vendors to obtain many of the supplies that they use on a daily basis,
such as bandages and surgical sutures. The prime vendor operates a
local warehouse and delivers supplies ordered by the medical center,
typically multiple times per week. The prices for these medical supplies
are established by VA national contracts. The NAC contracting officers
who award these national contracts delegate authority to place orders on
the contracts to ordering officers at the medical centers, who place the
orders with their local prime vendor. VA has substantial buying power—
spending $465 million in fiscal year 2015 through the MSPV program
alone—and its national contracts typically provide significant discounts
over the Federal Supply Schedule prices—an estimated 30 percent on
average, according to a senior NAC official. Use of these national
contracts is also required by VA policy and regulation.3® Figure 9 provides
an overview of the MSPV process.

ByAis required to purchase through the MSPV all medical and surgical supplies that are
available from an MSPV contract. Department of Veterans Affairs Memorandum, June 22,
2015, Use of Medical/Surgical Prime Vendor (MSPV) Contracts is Mandatory. VA is also
required to satisfy supplies and services requirements using the order of priority listed in
VAAR 808.002(a)(2), which lists a higher priority of use for national contracts, such as the
MSPV contracts, than for Federal Supply Schedule Contracts. See also, Department of
Veterans Affairs Memorandum, May 5, 2016, Class Deviation Veterans Affairs Acquisition
Regulation (VAAR) Part 808, Required Sources of Supplies and Services, and VAAR
Subpart 808.002, Priorities for Use of Government Supply Sources.
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Figure 9: Structure of Current Medical Surgical Prime Vendor Process
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