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VA IT CONTRACTING

Observations on Trends, Competition, and Past
Performance Information

What GAO Found

From fiscal years 2017 through 2021, the Department of Veterans Affairs (VA)
obligated over $25 billion to procure a range of IT products and services—among
the highest IT obligations in the federal government. GAO identified two major
trends across this period: total contract obligations increased, while the number
of contractors receiving awards decreased. Technology modernization initiatives
and COVID-19 pandemic response efforts drove the growth in IT contract
obligations. However, the number of new IT contracts awarded and orders issued
decreased by more than half during this period—a potential driver of the
decrease in the number of contractors. Overall, 30 contractors received about 75
percent of all IT contract obligations from fiscal years 2017 through 2021.

VA'’s IT Contract Obligations Increased as Number of Contractors Decreased
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From fiscal years 2017 through 2021, 76 percent of VA’s IT contract obligations
were for contracts or orders identified as awarded competitively. VA’s
competition rate for non-IT contracting across this period, by comparison, was 82
percent. However, one multibillion dollar noncompetitive contract—for VA's
electronic health record modernization initiative—accounted for about half the
obligations for noncompetitive contracts and orders.

From fiscal years 2017 through 2021, the portion of VA’s IT contract obligations
grew on two particular contracts, which by fiscal year 2021 accounted for over
half of all VA’s IT contract obligations. VA achieved high competition rates on
these two particular contracts. Specifically, over 90 percent of IT obligations on
these contracts from fiscal years 2017 through 2021 were for orders identified as
involving fair opportunity, which allows for competition among the contract
holders.

The Federal Acquisition Regulation generally provides that federal agencies
should consider contractor past performance when conducting competitive
acquisitions. Examples of past performance include adherence to schedules and
standards of good workmanship. GAO found that past performance was an
evaluation factor for all 19 competitive IT contracts and orders it reviewed.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

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

December 15, 2022

The Honorable Frank Mrvan

Chairman

The Honorable Matthew Rosendale, Sr.
Ranking Member

Subcommittee on Technology Modernization
Committee on Veterans’ Affairs

House of Representatives

The Honorable Jim Banks
House of Representatives

The Honorable Susie Lee
House of Representatives

The Department of Veterans Affairs (VA) operates one of the largest
health care delivery systems in America, providing care to millions of
veterans and their families at more than 1,500 facilities. VA's use of IT is
critically important to providing this care and includes hundreds of
information systems, thousands of computers, and a computer network
with hundreds of thousands of user accounts. As a result, VA has among
the highest obligations in the federal government for IT procurement,
using contracts awarded and administered either by VA or another
agency.! From fiscal years 2017 through 2021, VA obligated over $25
billion on contracts and orders to procure a range of IT products, systems,
and services. Among VA's significant investments is its electronic health
record modernization effort to, among other things, improve how health
care information is exchanged within VA and with other federal agencies
and participating community care partners. The ability of VA to effectively
serve veterans and other eligible individuals depends on the functionality
of the underlying IT systems that support its core activities, such as the
management of various kinds of veterans’ benefits and providing a wide
range of health care services.

Since 2010, we made 35 recommendations to VA related to its health
care IT challenges. As of July 2022, VA implemented 22 of these
recommendations. The remaining 13 recommendations have not yet

1To identify IT procurements, we used the government-wide category management
taxonomy to identify product and service codes aligned with IT, and we identified contract
actions with those product and service codes in the Federal Procurement Data System.
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been implemented, including five related to the electronic health record
modernization effort. We added VA health care to our High-Risk List—
due, in part, to its IT challenges—in 2015. Additionally, we added VA
acquisition management to our High-Risk List in 2019 as a result of the
department’s significant contract obligations and numerous challenges to
efficient acquisitions.2 Since then, VA’s Office of Inspector General and
we have reported on VA’s challenges in managing its major IT
acquisitions, including its financial management system and electronic
health record modernization initiatives, which have experienced schedule
delays.3

You asked us to assess various aspects of IT contracting at VA. This
report addresses, from fiscal years 2017 through 2021, (1) trends in VA IT
contracting; (2) the extent to which VA awarded contracts and issued
orders for IT on a competitive basis; (3) for selected VA IT contracts and
orders, the extent to which past performance was an evaluation factor in
the source selection process; and (4) the extent to which VA reported IT
contractor performance information into the Contractor Performance
Assessment Reporting System (CPARS).

To describe trends in VA IT contracting, we collected Federal
Procurement Data System (FPDS) data on VA’s contract obligations
coded as for IT products and services from fiscal years 2017 through
2021, which we refer to as IT contract obligations in this report. We
adjusted obligations for inflation based on the fiscal year 2021 gross
domestic product price index. We analyzed these data on the basis of
contracting office, contract vehicle, and contractor unique entity identifier,
among other categories. We included analysis of the extent to which IT
contract obligations were concentrated with certain subsets of
contractors.

2For our most recent report on the High-Risk List, see GAO, High-Risk Series: Dedicated
Leadership Needed to Address Limited Progress in Most High-Risk Areas,
GAO-21-119SP (Washington, D.C.: Mar. 2, 2021).

3GAO, VA Financial Management System: Additional Actions Needed to Help Ensure
Success of Future Deployments, GAO-22-105059 (Washington, D.C.: Mar. 24, 2022); and
Veterans Affairs: Ongoing Financial Management System Modernization Program Would
Benefit from Improved Cost and Schedule Estimating, GAO-21-227 (Washington, D.C.:
Mar. 24, 2021). Department of Veterans Affairs, Office of Inspector General, Unreliable
Information Technology Infrastructure Cost Estimates for the Electronic Health Record
Modernization Program, Report #20-03185-151 (July 7, 2021).
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To assess the extent to which VA awarded contracts and issued orders
for IT on a competitive basis, we analyzed FPDS data on IT obligations
from fiscal years 2017 through 2021 to determine the proportion of dollars
obligated through contract actions that VA identified as competitive
versus noncompetitive.4 As part of this analysis, we compared VA IT
obligations with those of the 20 other federal agencies with more than $1
billion in total IT contract obligations from fiscal years 2017 through
2021.5 We also reviewed documentation related to competition—such as
market research reports and, where applicable, acquisition plans—from a
nongeneralizable sample of 25 contract files. This sample reflected a
range of IT contracts and orders from fiscal years 2017 through 2021
each with more than $1 million in obligations and that were awarded to
different contractors using a range of contracts or contract vehicles,
among other factors. We compared this documentation to pre-award
practices for supporting competition based on Office of Federal
Procurement Policy (OFPP) memorandums containing considerations
and guidance to support competition in federal acquisition.® We reviewed
sections of the Federal Acquisition Regulation (FAR) related to
competition. We interviewed cognizant VA officials, including—where
available—contracting officers for the selected contract files.

To assess the extent to which past performance was an evaluation factor
in the source selection process for selected IT contracts and orders, we

4For purposes of this report, competitive contracts included (1) contracts and orders
coded in FPDS as “full and open competition,” “full and open after exclusion of sources,”
and “competed under simplified acquisition procedures”; and (2) orders coded as “subject
to fair opportunity,” “fair opportunity provided,” and “competitive set aside.” Noncompetitive
contracts included (1) contracts and orders coded in FPDS as “not competed,” “not
available for competition,” and “not competed under simplified acquisition procedures”;
and (2) orders coded as an exception to “subject to fair opportunity,” including “urgency,”
“only one source,” “minimum guarantee,” “follow-on action following competitive initial
action,” “other statutory authority,” and “sole source.” Even for contracts identified as
noncompetitive, agencies may have solicited more than one source.

5These agencies were the Departments of Agriculture, Commerce, Defense, Education,
Energy, Health and Human Services, Homeland Security, Housing and Urban
Development, Interior, Justice, Labor, State, Transportation, and Treasury; General
Services Administration (GSA); National Aeronautics and Space Administration; Office of
Personnel Management; Securities and Exchange Commission; Small Business
Administration; and Social Security Administration.

60ffice of Management and Budget, Office of Federal Procurement Policy, Increasing
Competition and Structuring Contracts for the Best Results (Washington, D.C.: Oct. 27,
2009); and Enhancing Competition in Federal Acquisition (Washington, D.C.: May 31,
2007).
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reviewed documentation from the same 25 contract files. This review
included solicitations and other relevant source selection documents.
When the selected files were associated with an order, we also reviewed
solicitations for the base contract awards. We reviewed sections of the
FAR related to use of past performance as an evaluation factor. We
interviewed—where available—cognizant contracting officers for the
selected contract files to identify the reasons that past performance was
or was not included as an evaluation factor.

To assess the extent to which VA reported IT contractor performance
information into CPARS, we reviewed CPARS data for contracts and
orders awarded by VA’s Technology Acquisition Center (TAC), which
made over 90 percent of VA’s IT obligations from fiscal years 2017
through 2021.7 We also reviewed sections of the FAR related to CPARS,
VA-specific policy, other relevant CPARS guidance, and interviewed
cognizant agency officials to understand the policies and procedures that
govern CPARS reporting.

To assess the reliability of FPDS and CPARS data, we reviewed system
documentation related to these two sources, examined data validation
rules, and performed electronic testing. In addition, to assess the
reliability of competition data from FPDS, we compared this data with
documentation in the selected contract files. To further assess the
reliability of CPARS data, we reviewed system documentation and
interviewed agency officials responsible for managing the system. We
determined the data were sufficiently reliable for the purposes of
describing VA IT contracting trends and competition as well as CPARS
reporting.

We conducted this performance audit from September 2021 to December
2022 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

TCPARS reporting is not required for all contract and orders. For example, it is generally
only required for contracts and orders exceeding the simplified acquisition threshold—
currently $250,000, with certain exceptions. FAR § 42.1502. While other VA contracting
offices may report IT contractor performance information into CPARS, we determined that
TAC activity in this regard represented a preponderance of VA IT CPARS reporting. TAC
CPARS data may include non-IT contracts and orders awarded by TAC.
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that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

Background

VA IT Contracting
Organizations and
Obligations

Since 2007, VA has centralized most of its key IT management functions
in the Office of Information and Technology. VA also established TAC in
March 2009 with specialized contracting staff to support this office in the
award of IT contracts. In addition to the Office of Information and
Technology, TAC supports other VA organizations with IT requirements,
including the Veterans Health Administration and Veterans Benefits
Administration. In addition to TAC, network contracting offices provide
local, regional, and national procurement support to Veterans Integrated
Service Networks. These are Veterans Health Administration
organizations that manage VA medical centers and associated clinics
across a given geographic area. The Veterans Health Administration
currently has 18 such networks throughout the nation. Figure 1 shows the
organizational structure of VA’s procurement function and denotes key
organizations responsible for IT procurement.
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Figure 1: Department of Veterans Affairs (VA) Procurement Organizational Structure and Offices with Primary IT Procurement
Responsibilities
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VA obligated $25.9 billion for IT from fiscal years 2017 through 2021,
representing about 16 percent of all VA contract obligations during this
period, as shown in figure 2. TAC made over 90 percent of IT obligations,

with the remainder made by other VA contracting offices, mostly by those
supporting Veterans Integrated Service Networks.
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Figure 2: Department of Veterans Affairs IT and Non-IT Contract Obligations, Fiscal
Years 2017-2021 (fiscal year 2021 dollars in billions)
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Note: IT contract obligations are those coded in the Federal Procurement Data System as for IT
products and services.

Figure 3 shows the leading categories of IT products and services
procured by VA from fiscal years 2017 through 2021.
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Figure 3: Department of Veterans Affairs Contract Obligations for IT Products and Services, Fiscal Years 2017-2021 (fiscal
year 2021 dollars in millions)
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Note: Subcategory amounts may not sum to product and service category totals due to rounding.
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VA IT Contracting
Approaches

The FAR establishes a variety of procedures for acquisition that agencies
can consider when purchasing IT products or services. One procedure
involves indefinite-delivery, indefinite-quantity (IDIQ) contracts, which
agencies may use when the exact quantities and exact times of delivery
of needed products or services are not known at the time of contract
award. Agencies may award IDIQ contracts to a single contractor or
multiple contractors through one solicitation, although there is a statutory
preference—implemented in the FAR—for making multiple awards.?8
Once awarded, an agency places orders against the IDIQ contract for
specific products or services as needs arise.

The ordering processes for multiple- and single-award IDIQ contracts
differ somewhat. Under a single-award IDIQ contract, once a requirement
is known, contracting officers can place an order following the procedures
outlined in the contract. When an agency has awarded multiple-award
IDIQ contracts, and a requirement arises, the order generally must be
competed—through fair opportunity—among all the IDIQ contract holders.
The specific procedures required to provide fair opportunity differ based
on the dollar value of orders. Contracting officers must provide each
contractor a fair opportunity to be considered for each order unless
exceptions apply. Exceptions to fair opportunity requirements for orders
are permitted in certain circumstances, such as when only one source is
capable of providing the particular products or services sought.

Agencies can also place orders against IDIQ contracts awarded by
another agency. Within the context of indefinite-delivery contracting, VA
primarily uses two contract vehicles for IT procurement:

« Transformation Twenty-One Total Technology Next Generation
(T4ANG): In 2016, VA established T4ANG, a multiple-award IDIQ
contract vehicle that can also be used by other agencies.® TAC
manages the vehicle and uses it for the procurement of complex
health care-related IT acquisitions, including systems and software
engineering, enterprise network services, cyber security, and
operations and maintenance services. TANG is VA’s primary IT
services contract vehicle, accounting for $6.5 billion—or
approximately one quarter of VA’s IT contract obligations—from fiscal
years 2017 through 2021. This contract vehicle currently consists of

841 U.S.C. § 4103(d)(4); FAR § 16.504(c)(1)(i).
9The T4NG contract vehicle is a follow on to the first T4 contract vehicle established by

VA in 2011. The T4 ordering period ended in 2016. The ordering period for T4ANG ends in
March 2026.
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37 different contracts held by vendors that generally can compete for
individual orders. Eighteen of these contract holders currently identify
as Service-Disabled Veteran-Owned Small Businesses or Veteran-
Owned Small Businesses (SD/VOSB).

« National Aeronautics and Space Administration Solutions for
Enterprise-Wide Procurement (NASA SEWP): In 2015, NASA
established the fifth iteration of NASA SEWP, a multiple-award IDIQ
contract vehicle that other agencies can also use to purchase a wide
range of commercial-based IT procurements, such as laptop and
desktop computers.’® Among federal agencies, VA was one of the
largest users of NASA SEWP from fiscal years 2017 through 2021 in
terms dollars obligated. Overall, VA placed about $6 billion in orders
against NASA SEWP contracts during this period, representing 23
percent of VA’s IT procurements. This contract vehicle currently
consists of approximately 140 different contracts held by vendors that
generally can compete for individual orders. Thirty-nine of these
contract holders currently identify as SD/VOSB.

For the remaining $13.4 billion obligated by VA for IT procurement from
fiscal years 2017 through 2021, the agency used a number of other
contracting approaches. For example, VA used the Federal Supply
Schedules program, managed by the General Services Administration
(GSA), to obligate over $3 billion for the procurement of commercial IT
products and services.!" VA also obligated $1.4 billion for procurement of
telecommunication and network services under a multiple-award IDIQ
contract vehicle established in 2007 by GSA known as Networx.'2 The
majority of other VA IT obligations were made through contracts awarded
and administered by VA contracting offices such as TAC. Among the
largest—with obligations of $3.2 billion—is the noncompeted, single-

10The NASA SEWP contract vehicle has been in existence since 1993. The current
iteration of this vehicle is designated NASA SEWP V with an ordering period that ends in
April 2025.

11GSA established the Federal Supply Schedules program in the 1950s to provide a
streamlined process for the government to obtain commercial products and services at
pricing associated with volume discounts.

12]n 2008, the Office of Management and Budget issued a memorandum directing
agencies to use this contract vehicle for requirements being met through a predecessor
contract vehicle known as FTS2001. Office of Management and Budget, Transition from
FTS2001 to Networx, OMB Memorandum M-08-26 (Washington, D.C.: Aug. 28, 2008). In
2017, the Office of Management and Budget rescinded the memorandum. GSA’s Networx
contracts are expected to end in May 2023 and be transitioned to a GSA contract vehicle
known as Enterprise Infrastructure Solutions.
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award IDIQ contract for VA’s electronic health record modernization
initiative awarded to Cerner Government Services, Inc. in 2018.13

Selected Contracting
Requirements

There are several federal contracting concepts relevant to VA IT
contracting and this report.

Competition. Competition is the cornerstone of a sound acquisition
process and a critical tool for achieving the best return on investment for
taxpayers.'4 By statute and under the FAR, agencies generally must use
full and open competition when awarding contracts, meaning that all
responsible sources—or prospective contractors that meet certain
criteria—are permitted to compete.'5 However, statute and the FAR also
provide exceptions to full and open competition under certain
circumstances, such as when the supply or services required by an
agency are available from only one responsible source, and no other type
of supplies or services will satisfy agency requirements; or when an
agency head determines the use of full and open competition is not in the
public interest in a particular acquisition.'® The FAR generally requires
agencies to perform acquisition planning and conduct market research to
promote and provide for, among other things, full and open competition
or, when full and open competition is not required, to obtain competition

13In June 2022, Oracle Corporation acquired Cerner Corporation, the parent company of
Cerner Government Services, Inc. We have previously reported on the electronic health
record modernization initiative. See GAO, Electronic Health Records: VA Needs to
Address Data Management Challenges for New System, GAO-22-103718 (Washington,
D.C.: Feb. 1, 2022); Electronic Health Records: VA Has Made Progress in Preparing for
New System, but Subsequent Test Findings Will Need to Be Addressed, GAO-21-224
(Washington, D.C.: Feb. 11, 2021); and Private Citizens’ Involvement in Decision-Making
at the Department of Veterans Affairs: Information on the Purpose, Scope, and Time
Frames of Interactions between 2016 and 2018, GAO-20-447R (Washington, D.C.: May 4,
2020).

140ffice of Management and Budget, Office of Federal Procurement Policy, Enhancing
Competition in Federal Acquisition.

1510 U.S.C. § 3201; 41 U.S.C. § 3301; FAR § 6.101. The FAR also prescribes policies
and procedures for full and open competition after exclusion of sources. See FAR subpart
6.2. Among other things, agencies may use these policies and procedures to conduct “set-
aside” acquisitions in which competition is limited to small businesses or specific types of
small businesses, such as small businesses participating in the Small Business
Administration’s 8(a) program, HUBZone small businesses, and Service-Disabled
Veteran-Owned Small Businesses. FAR §§ 6.203, 6.204, 6.205, 6.206.

1610 U.S.C. § 3204(a)(1), (a)(7); 41 U.S.C. § 3304(a)(1), (a)(7); FAR § 6.302-1; FAR §
6.302-7.
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to the maximum extent practicable, considering the nature of the supplies
or services being acquired.?

In 2006, in order to increase opportunities for veterans to do business
with VA, Congress established a general requirement that VA contract
awards must be restricted to SD/VOSBs, if (1) the contracting officer has
a reasonable expectation that at least two such businesses will submit
offers, and (2) the award can be made at a fair and reasonable price that
offers best value to the government.'® This determination is known as the
“VA Rule of Two.”

We reported on the extent to which federal agencies received two or
more offers in response to competitive solicitations.’® In October 2009,
OFPP issued guidance to help federal acquisition leaders evaluate the
effectiveness of their agencies’ competition practices.2° Among other
things, the guidance asked acquisition leaders to consider engaging the
marketplace to determine how barriers to competition can be removed.
To address this issue, the guidance recommended that agencies
encourage their contract specialists and program offices to speak to
vendors—including leading competitors and other sources that expressed
interest in the procurement, but ultimately did not submit offers—to
understand the basis for their decision not to participate. In 2010, we
recommended that OFPP determine whether the FAR should be
amended to require agencies to regularly review and critically evaluate
the circumstances leading to only one offer being received and to identify
additional steps that can be taken to increase the likelihood that multiple
offers will be submitted.2! According to OFPP officials, in 2016, members
of the FAR Council met to discuss the need for government-wide rules
requiring certain steps when only one offer is received. The Council

17FAR § 7.102(a).

18The Veterans Benefits, Health Care, and Information Technology Act of 2006, Pub. L.
No. 109-461, § 502(a), 120 Stat. 3403, 3431 (2016) (codified as amended at 38 U.S.C. §
8127).

19GAOQ, Contracting Data Analysis: Assessment of Government-wide Trends,
GAO-17-244SP (Washington, D.C.: Mar. 9, 2017); and Federal Contracting: Opportunities
Exist to Increase Competition and Assess Reasons When Only One Offer Is Received,
GAO-10-833 (Washington, D.C.: July 26, 2010).

200ffice of Management and Budget, Office of Federal Procurement Policy, Increasing
Competition and Structuring Contracts for the Best Results.

21GAO-10-833.
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determined that no FAR changes were needed due to a lack of
consensus among civilian agency members.

Use of past performance information. In general, the FAR establishes
that agencies should consider information about a vendor’s past
performance when conducting competitive acquisitions. The FAR'’s
guidance, with respect to the use of past performance information, varies
depending on the type of acquisition procedures used. For example, the
FAR states that under a multiple-award IDIQ contract, the contracting
officer may exercise broad discretion in developing appropriate order
placement procedures. When developing the procedures, however, the
contracting officer should consider, among other things, past performance
on earlier orders under the contract.22 In this context, past performance
could include quality, timeliness, and cost control. The FAR also
establishes ordering procedures for the GSA Federal Supply Schedules
program. These procedures permit agencies to consider past
performance when placing orders.23 While price or cost to the government
must be considered in certain acquisitions, the FAR generally establishes
that agencies have discretion in selecting the evaluation factors to be
included in solicitations for competitive acquisitions—such as technical
approach and past performance—as well as the weight given to these
factors.24

CPARS reporting. The FAR generally requires agencies to prepare past
performance evaluations for contracts and orders exceeding the
simplified acquisition threshold—currently $250,000, with certain
exceptions—and enter these into the government-wide reporting tool for
all past performance reports on contracts and orders.25 This reporting tool
is known as CPARS. With regard to timing, the FAR requires agencies to
prepare past performance evaluations for contracts and orders at least
annually and at the time the work under a contract or order is completed.
CPARS guidance instructs agencies to complete the past performance
evaluation process within 120 days of the end of the period of

22FAR § 16.505(b)(1)(ii), (b)(1)(V).

23FAR §§ 8.405-1(f)(1), 8.405-2(c), 8.405-3(a)(2)(i).

24See FAR §§ 15.304(c), 16.505(b)(1)(ii), 8.405-1(f)(1)-(8), 8.405-2(c), 8.405-3(a)(2)(i)-
(viii), 13.106-2(b)(1). Additional examples of evaluation factors include management
capability, personnel qualifications, and prior experience. FAR § 15.304(c)(2).

25FAR §§ 2.101, 42.1502.

Page 13 GAO-23-105446 VA IT Contracting



VA Increased
Obligations to Fewer
Contractors from
Fiscal Years 2017
through 2021

performance and to report performance information in a timely manner.26
The evaluation process includes an opportunity for the contractor to
provide comments on the evaluation. These evaluations and any
contractor responses comprise the past performance information that is
stored in CPARS for use by contracting officials in future source selection
decisions.

We found VA increased its overall IT obligations from fiscal years 2017
through 2021. IT technology modernization initiatives and COVID-19
response drove growth in these obligations. These obligations were
concentrated among a smaller number of contractors, with fewer new
contracts awarded and orders issued across the period. In addition, VA
increasingly concentrated obligations on two IDIQ contract vehicles.

Technology Modernization
Initiatives and COVID-19
Response Drove Growth
in VA IT Contract
Obligations

VA'’s annual IT obligations increased from $4.2 billion to $6.5 billion from

fiscal years 2017 through 2021. We found that technology modernization
initiatives and support for COVID-19 pandemic response efforts were two
primary drivers of this growth.

« Technology modernization initiatives. VA invested in a number of
large technology modernization initiatives. These included electronic
health record modernization, which resulted in contract obligations of
at least $6.7 billion from fiscal years 2017 through 2021. VA is also
replacing its legacy financial management system with a new
integrated system intended to increase transparency and reliability of
financial information across the agency.2” VA obligated approximately
$403 million on contracts associated with this initiative from fiscal
years 2018 through 2021. In addition, VA obligated at least $607
million on contracts associated with other major IT investments,
including the acquisition of new technology to consolidate and replace
legacy IT systems supporting the adjudication and appeals process
for veterans’ benefits.

26Guidance for the Contractor Performance Assessment Reporting System (CPARS)
(updated May 2021). The guidance is non-regulatory in nature and intended to provide
useful information and best practices to the workforce for using CPARS.

27We have previously reported on VA'’s replacement of its financial management system.

For more information about this new integrated system, see GAO-22-105059 and
GAO-21-227.
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o COVID-19 pandemic response efforts. VA obligated at least $2.3
billion for IT as part of the agency’s response to COVID-19 in fiscal
years 2020 and 2021. VA officials told us this response included
purchases of equipment to support the workforce’s transition to
telework during the pandemic.28

Figure 4 shows the increase in obligations to VA IT contractors, including
SD/VOSBs. VA obligations to SD/VOSBs increased from $1.7 billion in
fiscal year 2017 to about $2.2 billion in fiscal year 2021. Despite this
growth, the percentage of VA’s total IT contract obligations on contracts
awarded to SD/VOSBs fell from about 41 percent in fiscal year 2017 to 34
percent in fiscal year 2021.

Figure 4: Department of Veterans Affairs IT Contract Obligations, Fiscal Years
2017-2021 (fiscal year 2021 dollars in billions)
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Source: GAO analysis of Federal Procurement Data System data as of May 2022. | GAO-23-105446

Note: Category amounts may not sum to totals due to rounding.

28For additional information on VA IT obligations and expenditures related to the
pandemic, see GAO, Veterans Affairs: Projection, Use, and Oversight of COVID-19 Relief
Funding, GAO-23-105730 (Washington, D.C.: Nov. 29, 2022).
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VA IT Obligations
Concentrated among a
Smaller Number of
Contractors

The number of VA’s contractors receiving IT contract obligations
decreased from fiscal years 2017 through 2021, as shown in figure 5. The
total number of contractors receiving IT contract obligations fell by more
than 25 percent, while the number of SD/VOSBs receiving IT contract
obligations fell by more than 10 percent.29

_______________________________________________________________________________________|]
Figure 5: Number of Contractors Receiving IT Contract Obligations from the
Department of Veterans Affairs, Fiscal Years 2017—-2021
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Source: GAO analysis of Federal Procurement Data System data as of May 2022. | GAO-23-105446

29In prior work on Department of Defense and government-wide contracting for common
products and services, we observed similar trends in terms of an increase in obligations to
small businesses but a decrease in the number of small businesses receiving contract
awards. See GAO, Small Business Contracting: Actions Needed to Implement and
Monitor DOD’s Small Business Strategy, GAO-22-104621 (Washington, D.C.: Oct. 14,
2021); and Federal Buying Power: OMB Can Further Advance Category Management
Initiative by Focusing on Requirements, Data, and Training, GAO-21-40 (Washington,
D.C.: Nov. 30, 2020).
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We also found that almost half of VA’s IT contract obligations over this
period were received by 10 contractors, as shown in figure 6. Four of
these were identified in FPDS as SD/VOSBs at the time of award.30 The
proportion of obligations received by the 10 IT contractors with the
highest amount of IT contract obligations in a given fiscal year grew from
45 percent in fiscal year 2017 to 56 percent in fiscal year 2021. This
group of contractors generally remained consistent across the period.
More broadly, we found that 30 contractors received approximately 75
percent—$19.3 billion—of all VA’s IT contract obligations over this period.

______________________________________________________________________________________|]
Figure 6: Department of Veterans Affairs IT Contract Obligations Received by
Contractors, Fiscal Years 2017-2021 (fiscal year 2021 dollars in billions)

$12.1 $13.8

- 10 contractors with the highest amount of IT contract obligations

- All other IT contractors

Source: GAO analysis of Federal Procurement Data System data as of May 2022. | GAO-23-105446

30Note that changes in SD/VOSB status may have occurred during or following the review
period.
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One potential driver of the decrease in the number of VA IT contractors
while obligations increased is a decrease in the number of new IT
contracts awarded and orders issued during the period of our review. We
found that, from fiscal years 2017 through 2021, this number decreased
by more than half. We also found that the average total contract and
order value of new awards—as identified in FPDS—almost tripled, as
illustrated in figure 7.31 VA officials to whom we spoke noted that a
concerted effort to consolidate customer IT requirements across the
agency resulted in fewer—though larger—IT procurements.

____________________________________________________________________________________|]
Figure 7: Department of Veterans Affairs New Contracts and Orders for IT and
Average Total Contract and Order Value, Fiscal Years 2017-2021 (fiscal year 2021
dollars in millions)
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Source: GAO analysis of Federal Procurement Data System data as of May 2022. | GAO-23-105446

31In calculating average contract and order value, we did not include the values identified
for awards of indefinite delivery vehicles such as IDIQs and blanket purchase agreements.
Instead, we included the values for the orders issued under the indefinite delivery
vehicles.
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We observed a similar trend in the ways that VA made IT obligations
across the period. As shown in figure 8, VA made an increasing
proportion of IT contract obligations via modifications adding funding to
existing contracts and orders, compared with those made via new
contracts and orders. VA officials noted that, during this time, VA
increasingly exercised options to extend performance on existing
contracts, rather than awarding new ones.

|
Figure 8: Department of Veterans Affairs IT Obligations on New and Existing
Contracts and Orders, Fiscal Years 2017-2021 (fiscal year 2021 dollars in billions)
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VA Increased IT
Obligations on Two
Contract Vehicles

The overall recent growth in VA IT obligations largely occurred on two
multiple-award IDIQ contract vehicles—T4NG and NASA SEWP. VA
increased obligations on these two contract vehicles as a proportion of its
total IT contract obligations from fiscal years 2017 through 2021 (see fig.
9).
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|
Figure 9: Proportion of Department of Veterans Affairs IT Obligations by Contract

Vehicle, Fiscal Years 2017-2021 (fiscal year 2021 dollars in billions)
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Source: GAO analysis of Federal Procurement Data System data as of May 2022. | GAO-23-105446

VA officials identified several possible factors contributing to the
increased obligations made through TANG and NASA SEWP. They noted
a number of benefits to using these contract vehicles, including that they
provide for a streamlined acquisition process that reduces the time
needed to make awards. In addition, they noted savings from using
T4NG, including avoidance of costs related to preparation of acquisition
documents and reduced labor rates. They further noted that TANG
provides greater access to contractor teams specifically formed to provide
IT services in VA’s health care and benefits delivery systems.

Regarding increased use of NASA SEWP, one factor cited by officials
was the March 2018 expiration of a different contract vehicle VA had used
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One Large
Noncompetitive
Contract Reduced VA
IT Competition Rate
despite High Rates
on T4ANG and NASA
SEWP

for commercial IT procurement.32 VA officials told us that many of the
products previously purchased using this contract vehicle were available
from NASA SEWP, leading to an increase in its use for commercial IT
requirements. Another factor they cited was the extent to which NASA
SEWP made it easier for contracting officers to comply with the “VA Rule
of Two.” They noted that NASA SEWP enables contracting officers to
generate lists of SD/VOSBs capable of fulfilling specific IT requirements,
facilitating the market research and solicitation process and saving them
time and administrative effort.

VA’s competition rate for IT contracting for fiscal years 2017 through 2021
was lower than the rate for non-IT contracting. One large contract
accounted for about half the obligations for contracts or orders identified
as awarded noncompetitively. However, VA achieved high competition
rates on TANG and NASA SEWP, its two primary IT contract vehicles.

Obligations on Orders
under One Large
Noncompetitive Contract
Reduced VA Competition
Rate for IT

VA’s IT contracting involved orders on one large dollar value
noncompetitive contract that reduced its competition rate compared with
non-IT VA contracting.33 From fiscal years 2017 through 2021, 76 percent
of VA’s IT contract obligations were for contracts or orders identified as
awarded competitively. This is lower than the level of 82 percent for all
non-IT contract obligations at VA, and similar to the level of 76 percent for
IT obligations by other comparable federal agencies.34 However, orders
under VA’s noncompetitively awarded, single-award IDIQ contract for the

32yA’s Commodities Enterprise Contract was a multiple-award IDIQ contract vehicle with
a 5-year ordering period from March 2013 to March 2018 for the issuance of subsequent
task and delivery orders for specific purchases of commercial IT products and associated
support services.

33For purposes of this report, “competition rate” is the percentage of total obligations
associated with contracts awarded competitively. We calculated competition rates as the
percentages of obligations on competitive contracts and orders over all obligations on
contracts and orders. Competitive contracts included (1) contracts and orders coded in
FPDS as “full and open competition,” “full and open after exclusion of sources,” and
“competed under simplified acquisition procedures”; and (2) orders coded as “subject to
fair opportunity,” “fair opportunity provided,” and “competitive set aside.”

34We compared VA IT obligations with those of the 20 other federal agencies with more
than $1 billion in total IT contract obligations from fiscal years 2017 through 2021.
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electronic health record modernization initiative represented
approximately $3.2 billion of the $6.2 billion in total contract obligations for
contracts or orders identified as awarded or issued noncompetitively. VA
awarded this contract noncompetitively to Cerner Government Services,
Inc. in 2018, per the determination by the Secretary of VA that this was in
the public interest.

Further, VA’s IT contracting involved a smaller percentage of obligations
made when two or more offers were received in response to a
competitive solicitation compared with non-IT contracting within VA and IT
contracting at other comparable agencies. While 76 percent of IT
obligations made by VA from fiscal years 2017 through 2021 were for
contracts or orders identified as awarded competitively, only 60 percent of
obligations were made in instances when VA received two or more offers.
As shown in figure 10, this is a smaller percentage than for both non-IT
obligations made by VA as well as IT obligations made by comparable
federal agencies.

|
Figure 10: Percentage of Obligations on Competed and Noncompeted Contracts
and Orders for Department of Veterans Affairs (VA) IT, VA Non-IT, and Other
Comparable Agency IT, Fiscal Years 2017-2021
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Source: GAO analysis of Federal Procurement Data System data as of May 2022. | GAO-23-105446

Note: Some percentage amounts may not sum to 100 percent due to rounding. “Other comparable
agency IT” refers to IT obligations of the 20 other federal agencies with more than $1 billion in total IT
contract obligations from fiscal years 2017 through 2021. A small percentage of contract obligations—
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less than 0.1 percent for both “VA all non-IT” and “VA IT only” obligations, and less than 0.4 percent
for “Other comparable agency IT” obligations—was not identified as either competed or not competed
in the Federal Procurement Data System. These amounts are included in the “Not competed”
percentages in the figure above.

VA Had High Competition
Rates for IT on Its Two
Primary Contract Vehicles

VA achieved high competition rates across the TANG and NASA SEWP
contract vehicles, as measured by instances in which FPDS records show
VA provided holders of these contracts fair opportunity to be considered
for an order. From fiscal years 2017 through 2021, over 90 percent of VA
IT contract obligations on these two vehicles were for orders identified as
involving fair opportunity, thereby allowing for competition among the
T4NG and NASA SEWP contract holders—equivalent to almost $12
billion in obligations. We found some difference between the two vehicles
in the frequency with which two or more offers were received in response
to a task or delivery order solicitation. As shown in figure 11, almost all
the obligations on T4NG orders identified as involving fair opportunity also
involved receipt of two or more offers. Ninety-four percent of obligations
on NASA SEWP were for orders identified as involving fair opportunity,
with 64 percent involving receipt of two or more offers.
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|
Figure 11: Percentage of Obligations for Department of Veterans Affairs IT Orders
Involving Fair Opportunity by Selected Contract Vehicle and Number of Offers,
Fiscal Years 2017-2021 (fiscal year 2021 dollars in billions)
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We observed a similar provision of fair opportunity among the T4NG and
NASA SEWP orders in our sample. Five out of six of the T4ANG orders in
our sample involved fair opportunity, and for all five, VA received between
three and seven offers. All eight of the NASA SEWP orders in our sample
involved fair opportunity; for four of these orders, VA received one offer,
and for the other four, VA received more than one offer.

For selected orders on both vehicles, VA took similar steps to support
competition among the contract holders. In placing orders under T4NG
and NASA SEWP, VA took steps that broadly aligned with several pre-
award practices for supporting competition based on OFPP
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Past Performance
Was an Evaluation
Factor at Some Level
for All Selected
Competitive VA IT
Contracts and Orders

memorandums.35 These memorandums contain considerations and
guidance intended to support competition in federal contracting. These
practices include

« having agency program personnel with acquisition requirements help
contracting personnel to develop documentation used to initiate the
procurement;

« using one or more market research techniques outlined in the FAR36;
and

« providing maximum practicable opportunities for small business
participation.

For all of the selected orders placed under TANG and NASA SEWP, we
found evidence that VA took steps that aligned with all of these practices.

For all 19 competitive acquisitions among the 25 selected IT contracts
and orders in our review, past performance was an evaluation factor at
some level. The FAR generally establishes that agencies should consider
a vendor’s past performance when conducting competitive acquisitions.
As shown in figure 12, for all 18 of the competitive acquisitions that were
orders, past performance was an evaluation factor in the award of the
base IDIQ contract.3” For six of these orders, VA also used past
performance as an evaluation factor in the fair opportunity competition
among the IDIQ contract holders.

350ffice of Management and Budget, Office of Federal Procurement Policy, Increasing
Competition and Structuring Contracts for the Best Results; and Enhancing Competition in
Federal Acquisition.

36FAR § 10.002(b)(2) outlines market research techniques such as publishing formal
requests for information in appropriate technical or scientific journals or business
publications; querying government and commercial databases that provide information
relevant to the acquisition; and participating in interactive, online communication among
industry, acquisition personnel, and customers.

37For some of the orders in our sample, an agency other than VA awarded the base IDIQ
contract (e.g., GSA for Federal Supply Schedule contracts and NASA for SEWP
contracts). In those cases, those agencies—rather than VA—would have evaluated past
performance for the base contract award.
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Figure 12: Use of Past Performance as an Evaluation Factor in Solicitations for 18
Selected Competitive VA IT Orders
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Source: GAO analysis of contract files for selected competitive Department of Veterans Affairs (VA) IT orders. | GAO-23-105446

Federal agencies consider past performance information for source
selection purposes. It includes, among other things, a contractor’s record
of conforming to requirements, standards of good workmanship, and
adherence to schedules.38

Among the 18 orders for which VA conducted a fair opportunity
competition among the contract holders, we observed differences in the
type and value of procurements. The 12 orders for which past
performance was included as an evaluation factor only in the solicitation
for the base contract award were for procurement of a mix of products
and services—generally commercially available IT products and related
services. The majority had a total value of less than $10 million, as
reported in FPDS. In addition, most of the orders in this group were
awarded using the lowest-price, technically acceptable source selection
process. Under this process, award is made based on the lowest-priced
proposal that meets or exceeds the acceptability standards specified in

38FAR § 42.1501(a).
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VA Adherence to
Contractor
Performance
Reporting Guidance
on IT Contracts and
Orders Was over 95
Percent

the solicitation.3® For example, all of the eight orders in our review issued
under the NASA SEWP contract were placed using this source selection
process, and none included past performance as an evaluation factor in
their order solicitations. These orders were primarily associated with the
purchase of commercial software.

Procurement of IT services was covered in six orders for which past
performance was included as an evaluation factor in the solicitations for
both the base contract award and the specific selected order. The
majority of these orders had a reported total value of greater than $80
million. Four of the six orders issued under the T4ANG contract fell into this
group, and those orders included requirements such as an integrated
hardware and software solution and development of a business software
application.

We found that VA generally adhered to CPARS reporting guidance for IT
contracts and orders subject to the guidance. Specifically, TAC—the
office that from fiscal years 2017 through 2021 awarded over 90 percent
of VA’s IT obligations—reported on past performance in a manner
consistent with the guidance at a rate of at least 96 percent in each year
of this period, as shown in figure 13.40 The rate reflects the number of
CPARS evaluations completed within the time frames specified by the
guidance, divided by the number of contract actions that, according to
information VA reported in FPDS, were subject to the FAR’s past
performance reporting requirements.4! According to CPARS guidance,
timely performance evaluations help ensure the government awards
contracts and orders to contractors that consistently provide quality, on-
time products and services that meet contractual requirements. Across
the government, contracting officers and agency source selection officials
use this information in making award decisions.

39See FAR § 15.101-2. In alternative source selection processes, such as the tradeoff
process, agencies may consider non-cost factors—such as past performance—to be more
important than price. See FAR § 15.101-1. For civilian agencies—such as VA—the FAR
provides that contracting officers must avoid, to the maximum extent practicable, using the
lowest-price, technically acceptable source selection process in procurements that are
predominantly for the acquisition of certain services, including IT services. FAR §§ 15.101-
2(b)(1), 16.505(b)(1)(ii)(G).

40TAC CPARS data may include non-IT contracts and orders awarded by TAC.
41See FAR § 42.1502(a).
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Agency Comments

|
Figure 13: CPARS Reporting Rates for the Department of Veterans Affairs
Technology Acquisition Center, Fiscal Years 2017-2021
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Source: GAO analysis of Contractor Performance Assessment Reporting System (CPARS) reports. | GAO-23-105446

We found VA established procedures to encourage timely CPARS
reporting. For example, TAC guidance describes a series of email
notifications that contracting personnel should send once evaluations are
past due. A VA official noted that the agency’s CPARS reporting rate was
below 30 percent in 2013. According to data provided by VA, by 2021, VA
overall was among the highest ranking agencies both in terms of timely
CPARS reporting—=89 percent—and the volume of contract actions
requiring CPARS evaluations.

We provided a draft of this report to VA, GSA, and NASA for review and
comment. VA, GSA, and NASA told us that they had no comments on the
draft report.

We are sending copies of this report to the Secretary of VA, the
Administrator of GSA, the Administrator of NASA, the appropriate
congressional committees, and other interested parties. In addition, the
report is available at no charge on the GAO website at
https://www.gao.gov.

If you or your staff have any questions about this report, please contact

me at (202) 512-4841 or OakleyS@gao.gov. Contact points for our
Offices of Congressional Relations and Public Affairs are on the last page
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of this report. GAO staff who made contributions to this report are listed in
appendix .

S/W Ocu%

Shelby S. Oakley
Director, Contracting and National Security Acquisitions
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