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Why GAO Did This Study

To protect the government’s
interests, any agency can exclude
(i.e., debar or suspend) parties
from receiving federal contracts or
assistance for a range of offenses.
Exclusions of companies or
individuals from federal contracts
or other funding are listed in the
Excluded Parties List System
(EPLS), a Web-based system
maintained by GSA.

Recent allegations indicate that
excluded parties have been able to
receive federal contracts. As a
result, GAO was asked (1) to
determine whether these
allegations could be substantiated
and (2) to identify the key causes
of any improper awards and other
payments detected. GAO
investigated parties that were
excluded for offenses such as
fraud, theft, and violations of
federal statutes and received
awards in excess of $1,000.

What GAO Recommends

GAO recommends that GSA take
actions to strengthen controls over
EPLS, including issuing guidance to
agency officials on EPLS
requirements, ensuring that EPLS
requires the entrance of contractor
identification numbers, and
strengthening search functions.
GSA agreed with these
recommendations and outlined
several actions it has taken or plans
to take. However, the actions
described do not achieve the intent
of GAO’s recommendations. GSA
simply restated its current policies
instead of agreeing to take steps to
oversee the completeness of EPLS
and ensure that exclusions are

properly enforced.
To view the full product, including the scope
and methodology, click on GAO-09-174.

For more information, contact Gregory Kutz at

(202) 512-6722 or kutzg@gao.gov.

EXCLUDED PARTIES LIST SYSTEM

Suspended and Debarred Businesses and Individuals
Improperly Receive Federal Funds

What GAO Found

Businesses and individuals that have been excluded for egregious offenses
ranging from national security violations to tax fraud are improperly receiving
federal contracts and other funds. GAO developed cases on a number of these
parties and found that they received funding for a number of reasons,
including because agency officials failed to search EPLS or because their
searches did not reveal the exclusions. GAO also identified businesses and
individuals that were able to circumvent the terms of their exclusions by
operating under different identities. GAO’s cases include the following:

¢ The Army debarred a German company after its president attempted to
ship nuclear bomb parts to North Korea. As part of the debarment, Army
stated that since the president “sold potential nuclear bomb making
materials to a well-known enemy of the United States,” there was a
“compelling interest to discontinue any business with this morally
bankrupt individual.” However, Army told GAO it was legally obligated to
continue the contract and paid the company over $4 million in fiscal 2006.
In fact, the Army had several options for terminating the contract, but it is
not clear if these options were considered.

+ The Navy suspended a company after one of its employees sabotaged
repairs on an aircraft carrier by using nonconforming parts to replace
fasteners on steam pipes. If these pipes had ruptured as a result of faulty
fasteners, those aboard the carrier could have suffered lethal burns. Less
than a month later, the Navy improperly awarded the company three new
contracts because the contracting officer did not check EPLS.

Additional Examples of Excluded Parties That Continued to Receive Federal Funds

Nature of work Reason for exclusion Case details

Submission of inflated NASA awarded company $450,000

Administrative services invoices to IRS because it did not search EPLS.

USDA awarded company $120,000 when
EPLS searches did not reveal the
suspension.

Computer services Falsification of SEC filings

Conviction for making
fraudulent purchases using
stolen federal government
credit cards

Debarred owner created “new” company
with a different name but the same
address, to obtain awards from the

Electronics Defense Logistics Agency.

Source: GAO.

Most of the improper contracts and payments GAO identified can be
attributed to ineffective management of the EPLS database or to control
weaknesses at both excluding and procuring agencies. For example, GAO’s
work shows that entries may contain incomplete information, the database
has insufficient search capabilities, and the points of contact for information
about exclusions are incorrect. GAO also found several agencies that did not
enter exclusions and others that did not check EPLS prior to making awards.
Finally, GAO found that excluded parties were still listed on GSA’s Federal
Supply Schedule, which can result in agencies purchasing items from
unscrupulous companies. To verify that no warnings exist to alert agencies
that they are making purchases from excluded parties, GAO used its own
purchase card to buy body armor worth over $3,000 from a company that had
been debarred for falsifying tests related to the safety of its products.

United States Government Accountability Office



http://www.gao.gov/cgi-bin/getrpt?GAO-09-174
http://www.gao.gov/cgi-bin/getrpt?GAO-09-174


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




