FOUO

Army Report Documents
Communications Electronics Command
Life Cycle Management Command (CECOM LCMC)
Rapid Response (R2 Project)
Fort Monmouth, New Jersey

Office of Special Counsel File Number DI-11-0119

March 13, 2013

(Redacted)

FOUO



DEPARTMENT OF THE ARMY
OFFICE OF THE ASSISTANT SECRETARY
MANPOWER AND RESERVE AFFAIRS
111 ARMY PENTAGON
WASHINGTON, DC  20310-0111

March 13, 2013

SRR TR
Special Counsel Carolyn N. Lerner PHeE2Z
U.S. Office of Special Counsel
1730 M Street, N'W., Suite 218 vt asnE

[ - g{
Washington, D.C. 20036-4505 USD5C HR DG 15MARA
RE: Whistleblower Investigation-Communication
Electronics Command Life Cycle Management
Command (CECOM LCMC) Rapid Response (R2)
Project, Fort Monmouth, New Jersey (Office of
Special Counsel Fle Number DI-11-0119)

Dear Ms. Lerner:

In accordance with Title 5, United States Code (USC), Section 1213(c) and (d), the
enclosed report is submitted in response to your referral of information requesting an
investigation of allegations and a report of findings in the above referenced case.

The Secretary of the Army (SA), as agency head, has delegated to me his authority to
review, sign, and submit to you the report required by Title 5, USC, Section 1213(c) and (d).
[TAB Al.

The Department of the Army (IDA) encloses two versions of its report. The first version
contains the names and duty titles of military service members and civilian employees of the DA
associated with the investigation of the allegations in this matter. This version is for your official
use only, as specified in Title 5, USC, Section 1213(e); we understand that, as required by that
law, you will provide a copy of this first version of the report to the whistleblower in this case, as
well as to the President of the United States and the Senate and House Armed Services
Committees. Other releases of the first version of the DA report may result in violations of the
Privacy Act' and breaches of personal privacy interests.

The second version of the report has been crafted to eliminate references to privacy-protected
information. We request that only the second version of the report be made available on your

' The Privacy Actof 1974, Title 5, USC Section 552a.



web-site, in your public library or in any other forum in which it will be accessible 1o persons not
expressly entitled by law to a copy of the report.

INFORMATION INITIATING THE INVESTIGATION

By Letter dated November 30, 2010, the Office of Special Counsel (O8C) referred to the
Secretary of the Army allegations submitted by an anonymous whistleblower at Fort Monmouth,
New Jersey (Hereafter Fort Monmouth), a Department of the Army installation located in Tinton
Falls, New Jersey. The OSC had concluded there existed a likelihood that information provided
by the whistleblower revealed that employees of the Department of the Army Communications-
Electronics Command (CECOM) Life Cycle Management Command (LCMC), Rapid Response
(R2) Project Office (hereinafter R2 Project Office) at Fort Monmouth had violated a law, rule or
regulation and engaged in gross mismanagement.

The anenymous whistleblower identified the following allegations:

OSC-Referred Allegation 1. The R2 Project office does not return to customers any unused
portions of its fee as required by the Economy Act (15 U.S. C. 1535). The whistleblower stated
that although the Economy Act permits a federal agency to pay to another agency in advance for
goods and services, there is a requirement that the proper adjustment of amounts paid in advance
shall be made on the basis of the actual cost of goods or services provided. Because the R2
Project Office does not track individual customer expenses, it is unable to determine the actual
cost of the goods or service provided to each client individually and as a result is unable to return
unused customer funds as required by the Economy Act.

OSC-Referred Allegation Z. The R2 Project Office’s failure to return unused client fees
constitutes an improper augmentation of its own budget. Allegedly, in FY 2007, the R2 Project
Office collected or carried over fees from previous years’ fees totaling nearly $21.47 million but
only had expenses of $13.78 million. Further, this nearly $8 million surplus grew to an estimated
$10 — $14 million in 2008, Instead of returning the surplus to clients as required by the
Economy Act, the excess funds remain in the RZ Office operating account and are available to be
used during subsequent fiscal years. As a result, the R2 Project Office is impermissibly
augmenting its budget in violation of Federal appropriations law.

OSC-Referred Allegation 3. A memorandum purportedly written in 2008 by Mr. CECOM G8
(Retired), the CECOM LCMC G8 Officer, acknowledging the need to track individual customer
expenses to ensure compliance with the Economy Act, was provided by the whistleblower to
0SC. No action has been taken to implement such a tracking system.”

OSC-Referred Allegation 4. The R2 Project Office’s failure to track individual customer
expenses or implement a tracking system for customer expenses constitutes a failure to comply
with the Economy Act and gross mismanagement on the part of CECOM LCMC.
OSC-Referred Allegation 5. Mr. Director CECOM IRAC Office, the Head of the CECOM
LCMC Internal Review office, has not officially issued the Draft Report 4-A-08 which would
have revealed the Economy Act violations and expense tracking problems within the R2 Project
Office.

% I its 30 November 2010 transmittal to the Secretary, OSC provided a copy of U.S. Army CECOM Life Cycle
Management Command, Draft Report 4-A-08, 7 May 2008, by CECOM IRAC Evaluator and CECOM IR Lead
Evaiuator, and Drafl Response, by CECOM G8 (Retired), G-8. [TAB B].



OSC-Referred Allegation 6. The R2 Project Office leases contract specialists and other support
staff from CECOM LCMC to support its operations and reimburses CECOM LCMC for the
salaries and other costs atftributable to these employees. However, the leased staff supported both
the R2 Project Office and other unrelated CECOM LCMC activities. Because the employees do
no track the amount of time spent supporting each office, the R2 Project Office is not credited for
the time the employees spend on CECOM LCMC tasks. The R2 Project Office reimburses
CECOM LCMC for the entire cost of these employees despite the fact that they perform tasks for
both the R2 Project Office and CECOM LCMC. As a result, this constitutes a violation of the
Economy Act, an augmentation of CECOM LCMC’s budget in violation of Federal
appropriations law, and gross mismanagement for failing to provide adequate oversight and
tracking of federal agencies that provide payments to the R2 Project Office.

CONDUCT OF THE INVESTIGATION

On 2 December 2010 the Secretary of the Army forwarded the OSC referral to the Commander,
U. 8. Army Materie] Command (AMC) and directed her to conduct an investigation into the
anonymous whistleblower’s allegations and, as appropriate, to initiate any corrective action
deemed necessary. This referral was appropriate because CECOM is a major subordinate
command under AMC command jurisdiction.’

On 21 December 2010, the Commander, AMC forwarded the referral to the Commander,
CECOM LCMC, Former MG Commanding, for action. Former MG Commanding appointed the
initial Investigating Officer, CECOM 15 - 610 (1), [TAB C] under the provisions of Army
Regulation (AR) 15 — 6, Procedures For Investigating Officers and Board of Officers with a
mandate to investigate the allegations forwarded by the OSC. [TAB D]. On 3 February 2011,
Former MG Commanding relieved IO CECOM 15 -6 10(1)from her duties and responsibilities
under that appointment due to family medical concerns, and appointed CECOM 15 -6
10(2)CECOM 15-6 10 (2)as the new 10 (10-2). [TAB E].

10 CECOM 15-6 10 (2) conducted an extensive investigation into the four allegations
referred by OSC to the Army. All witnesses germane to the investigation were interviewed by
the 10 and follow on interviews were also conducted ad appropriate for further development of

 CECOM was headquartered and physically located at Fort Monmouth, New Jersey, However, as a result of the
2005 Base Closure and Realignment Commission {BRAC) recommendation, many of the command, contrel, and
administration functions were transferred to Aberdeen Proving Grounds beginning in early 2009 as part of the
transition for Fort Monmouth’s closure and movement of many of CECOM’s responsibilities to Aberdeen Proving
Ground {APG}, Maryland. The BRAC recommendation had to be completed by September 2011 pursuant to the
BRAC recommendation and statute. Gver 7,000 employees were impacted by the CECOM BRAC closure. As
typically occurred with BRAC “moves”, the R? Project Office was operating under a split office concept as some
office personnel were working from the Fort Monmouth office location while others had formed the advance team
and were working from the new APG site. At the time in question, Mr. Director CECOM IRAC Officewas located
at APG while Mr, CECOM IRAC Lead Evaluator and Mr. CECOM IRAC Evaluator were located at Fort
Monmouth. Mr. Director CECOM IRAC Office, Director, CECOM Internal Review Qffice, changed his duty station
from Fort Monmouth, New Jersey to APG, Maryland on 27 April 2009. Mr. CECOM IRAC Lead Evaluator, Lead
Evaluator, CECOM Internal Review Office, lefi CECOM/the Army effective 16 July 2011, Mr, CECOM IRAC
Evaluator, Bvaluator, CECOM Intermal Review Office, resigned from his position with CECOM Internal Review
Office and left CECOM effective 14 July 2012.



the facts. The investigation was underway and was nearing completion when an Army Criminal
Investigation Division Command (CID)) Special Agent advised the Army Office of the General
Counse] (OGC) in Apri] 2011 that in response to a Department of Defense Office of Inspector
General (DoD IG) Hotline compiaint made by an anonymous complainant, a criminal
investigation had been initiated by CID, Philadelphia Fraud Resident Agency, Media,
Pennsylvania on similar allegations as the OSC referred allegations. Upon the advice of OSC, the
completion of the Army’s AR 15-6 investigation was put into abeyance pending completion of
the criminal investigation and any aftermath that may result from the criminal investigation.
Further, OGC instructed the AR 15-6 investigation to temporarily stop and have the work
product from that effort be shared with the CID agent for his use and await the completion of the
Army CID investigation. The CID Special Agent was provided the draft AR 15-6 Report of
Investigation (ROI) with accompanying documents to review and use as appropriate in
furtherance of the CID investigation into allegations of criminal wrongdoing. This review would
entail a determination if the ROI contained sufficient details upon which to evaluate if any
criminal activity had occurred and the need for CID to pursue its investigation inte any
additional matters.

Upon the CID’s final review of the AR 15-6 RO, it determined that the AR 15-6 ROl had
advanced far enough to provide sufficient facts which addressed its concerns, particularly with
respect to whether any criminal wrongdoing had occurred. As it was in these final stages of
determining what additional investigative steps were necessary at that point based on what has
been done by the AR 15-6 IO and what additional activity the CID may need to take and
completed or revisit, GGC conducted a teleconference with representatives from the CID, the
Army Audit Agency (AAA), as well as the local Army field counsel to discuss the status of the
CID investigation. As a result of this teleconference, the CIDC conciuded that it was in a
position to determine the final outcome of its investigation including whether it was ready to
close its investigation and issue a final report which would uitimately conclude whether there
was any criminal wrongdoing uncovered based on the allegations at 1ssue.

On 16 August 2012, the CID closed its investigation and issued its final report concluding that
its investigation determined that “the Violations of the Anti-Deficiency Act and the Economy
Act did not happen as initially alleged, as no evidence was established during the course of the
investigation which substantiated or corroborated the source’s claims.” Further, the CID final
report stated that “this investigation has uncovered no criminality and any issues which may arise
from further investigation would likely be of a fiscal nature, the best course of action would be
that this office close our investigation” and refer it to CECOM for completion of their AR 15-6
and “a further review by OGC.”

On 21 September 2012, the Army re-opened the subject AR 15-6 investigation to pursue
some additional lines of inquiry that were left outstanding based on the OGC review of the initial
draft AR 15-6 ROI as well as the discussions held during the 12 June 2012 teleconference
reference above. Because the initial AR 15-6 investigator had since retired, a new investigator,
CECOM 15 -6 10 (3)CRCOM 15-6 10 (3),* was appointed to undertake the additional efforts
needed to conduct the supplemental investigation. [TAB F]. The new investigator reviewed the

" Mr. CECOM 15-6 10 (3) is the Deputy Director of Communications-Electronics Research, Development and
Engineering Center.



draft ROI and began his efforts in fartherance of the supplemental investigation. Unfortunately,
initiatly, the investigator had some difficulty in interviewing many of the witnesses since most
had left the government and one was on long term training. The IO submitted his draft ROI for
OGC review on 7 November 2012. Upon review of that draft RO! and its accompanying
exhibits, OGC held a series of teleconferences during November and December 2012 (the latest
being on 14 December 2012) with the supporting attorneys from the CECOM and HQ AMC
legal offices during which additional issues of concern were discussed which needed further
investigation/inquiry to include additional more in depth interviews with some of the witnesses.
On 13 February 2013, the IO completed his supplemental investigative effort.

BACKGROUND
To facilitate a better understanding of the facts and circumstances associated with the
anonymous whistleblower’s allegations to the OSC and to permit a more informed assessment of
the testimonial and documentary evidence collected in this matter, it is important to understand
CECOM’s mission and functions and the role and responsibilities of the R2 Project Office.

U.S. Army Materiel Command (AMC) Mission

The AMC mission is to develop, deliver, and sustain materiel to ensure a dominant joint force for
the U.S. and its allies. As the Army’s Lead Materiel Integrator (LMI), AMC manages and
distributes the right equipment in the right quantity when and where Soldiers need it. AMC also
designs and develops sophisticated innovations for combat weapons systems to improve
survivability and lethality. AMC depots and arsenals refurbish, repair and overhau! every type of
major weapon system in Army inventory.

AMC unifies and synchronizes all of the matetiel life cycle functions nested with Major
Subordinate Commands providing Capability Based Solutions: Research, Development,
acquisition, testing, distribution, supply, maintenance, industrial base options and disposal.
AMC is the Army’s premier provider of materiel readiness — technology, acquisition support,
materic] development, logistics power projection, and sustainment — to the total force, across the
spectrum of joint military operations. If a Soldier shoots it, drives it, flies it, wears it, eats it or
communicates with it, AMC provides it.

AMC is headquartered at Redstone Arsenal, Alabama, and impacts or has a presence in all 50
states and 150 countries. Manning these organizations is a work force of more than 70,000
dedicated military and civilian employees, many with highly developed specialties in weapons
development, manufacturing and logistics.

U.S. Communications-Electronic Command (CECOM) Mission

CECOM’s mission is to develop, provide, integrate, and sustain the logistics and readiness of
C4ISR® systems and mission command capabilities for joint, interagency and multi-national

* Army Team C4ISR is comprised of the commands Hsted as follows: U.S. Army CECOM Life Cycle Management
Command (CECOM LCMC); Program Executive Office Command, Control and Communications - Tactical;
Program Executive Office Intelligence, Electronic Warfare and Sensors; and U.S. Army Communications
Electronics Research, Development and Engineering Center. They were part of the BRAC move preipated by the



forces worldwide. CECOM’s function is the Warfighter's “one-stop-shop™ for life-cycie support
of the communications-electronics systems and equipment they carry. Designated a life-cycle
management command, CECOM conducts training missions; provides field support for
equipment and systems modifications and upgrades; and provides logistical expertise to ensure
the on-time delivery of equipment, services and capabilities to the Warfighter.

From setting up headquarters and command and tactical operations centers in remote areas to
installing and maintaining communications systems in vehicles and aircraft, CECOM supports
warfighters across the globe through training activities; field support for modifications and
software upgrades; logistical expertise; information and software assurance; joint network
capabilities and interoperability and certification functions to ensure the right equipment is in the
right place at the right time.

CECOM is comprised of approximately 13,000 military, civilian and contract personne! across
five CECOM organizations.

+ Central Technical Support Facility (CTSF), Fort Hood, Texas: CTSF is the Army's premier
test, integration and certification testing facility for the Army Land WarNet/Battle command
systems.

+ Logistics and Readiness Center (LRC), Aberdeen Proving Ground, Marvland: LRC provides a
global logistics support for C4ISR systems and equipment through rapid acquisition,
maintenance, production, flelding, new equipment training, operations and sustainment to meet
the Army's Reset and Readiness goals in support of Army and coalition forces.

+ Software Engineering Center (SEC), Aberdeen Proving Ground, Maryland: SEC provides
software expertise to support C4ISR, as well as logistics, business and enterprise systems in the
modern digital environment through life-cycle software solutions that enable warfighting
superiority and information dominance across the enterprise.

+ Tobyhanna Army Depot (TYAD), Tobyhanna, Pennsylvania: TYAD is the Army's premier
depot providing maintenance, manufacturing, integration and fielded repair to C4ISR Systems
worldwide, including more than 80 forward repair activities.

« US. Army Information Systems Engineering Command (USAISEC), Fort Huachuca, Arizona:
USAISEC provides systems engineering services, installation, integration, implementation and
gvaluation support for communications and IT systems in support of the Warfighter.

Rapid Response (R2) Project Office

The Rapid Response project office was established in 1998 under the Command and Control
Directorate within the CECOM Research, Development and Engineering Center (CERDEC).
Operational control of the R2 Project transitioned to CECOM LCMC Logistics and Readiness
Center (LRC) in 2003. The R2 project is chartered by the Deputy to the Commanding General
(DCG), CECOM LCMC, to execute a unique, competitive and streamlined business process that
allows the Army, Department of Defense (DoD) and other federal government agencies to
rapidly acquire contractor provided equipment and services. The R2 Project Office managed
multiple indefinite delivery /indefinite Quantity (1I/IQ) performance based service contracts
representing multiple capabilities. The R2 contract vehicle is a multiple award task order

closing of Fort Monmouth and moving CECOM assets to Aberdesn Proving Ground,



contract that consists of eight separate Indefinite Delivery/Indefinite Quantity (JDIQ) contracts
and can be used by any Government agency that uses federal funds for a broad range of services.
The aggregate ceiling value of the eight prime contracts over an eight year period of performance
which began in January, 2003 was $23 billion.

The R23G Project Office is a CECOM organization chartered by the CECOM DCG to
manage the R2 suite of contracts. In order to manage the large number of customer requirements
and awarded task orders, the R2 Electronic Contract Business System (R2ECBS) was developed.
The tool provided the ability to: 1} Monitor and maintain all contract actions and task order
requirements; 2) Serve as a repository for all documentation pertaining to contractual actions as
well as internal office documentation; 3) Store and monitor Program Office financial matters
through a budget application; and 4) Execute reports on all agpects of the organization. The tool
was developed to expedite the task award process and ensure visibility of all contract actions.
The first generation of the R2 ECBS was developed in Domino® by EDS (contractor) in 1998 for
the first generation R2 Contracts. In 2003, the second version was built in Domino by EDS for
the second generation of R2 Contracts. In 2006, work began on the second generation system to
convert the application from Dominoe to SQL and SharePoint. This conversion was performed
by a contractor, Banc3. In 2008, the third revision of the R2ECBS started development in
anticipation of the R2 third generation contracts.

In 2008, the third revision was brought on line with known issues and the Banc3 contact was
not renewed, In 2009, development and remediation was transferred to Viatech contractors under
a CECOM Software Engineering Center (SEC) contract and in 2010 further transferred to
CECOM SEC Government employees matrixed to the Rapid Response Project Office. This
Government team is now conducting sustainment of the existing R2 ECBS system. Sustainment
includes addressing issues with the system as they arise and performing security and
performance updates as mandated to meet DoD requirements. The R2ZECBS web application is
used by the R23G Project Office, Army Contracting Command-APG, CECOM Legal, R23G
Prime Contractors, and all customers.

Today, the current R2 ECBS tool provides the office with the ability to view complete task
history including all documentation, correspondence, and budget information. It integrates
contractual actions with budget information and documentation, ensuring that all funding
documents are accounted for and tracked to their respective task order/modification. It also
mainiains and associates task documentation to cach contract action. Files associated with
specific actions are held and accounted for per action, enabling streamlined tracking and efficient
document retrieval when necessary.

The tool also includes the R2 budget application which tracks the R23G internal budget. The
tool tracks incoming reimbursable fee down to each individual funding document and aiso tracks
all outgoing expenses. Expenses paid from fees are linked to the fee received allowing for full
accountability of funds from receipt as fee to payment towards an expense. The budget
application also provides detailed reporting capabilities.

¢ Domino i3 2 LOTUS Notes computer programming language
T 8QL is a Microsoft software application  used for configuring, managing, and administering data processing
using both script editors and graphical tools.



.11'1 2003, the total number of (Task Orders) was 187 for the total year with costs-at $552
M.illllcn. By FY 2007 that number grew to 272 separate Task Order with a cost over $4.389
Bllhm_l c.floilars. The R2 office was concurrently managing over 2500 separate JOANs v;fhich
made 1t impractical to track the costs and expenses associated with each individual JOAN.

In August 2007, the R2 Project Office initiated a Fee Model study to ultimately assist them with
customer pricing and to improve overall management of business operations. The fee mode] was
in the process of being developed by a SEC contractor and funded through R2’s SEC Functional
Support Agreement. The fee mode] encompassed the analyses of many of R2’s historical
business records that include grouping cost elements, itemizing task order functions and
estimating future workloads. The fee model also assessed different customer types and congiders
size by dollar value of contract obligations. The end state was to end up with a standard
customer pricing model for like R2 work categories in the pre-award, award and post-award
process of R2 business operations. The R2 fee model should have been ready for pilot testing in
the April 2008 timeframe and expected to be implemented in FY 2009, The R2 Office did not
accept new work beginning in January 2009 in anticipation of new ID/IQ contracts. However,
protests and pending litigation prevented the office from conducting business and thus collecting
fees. The resolution for the follow on contracts was delayed until July 2010. At the time of the
complaint and subsequent investigation, the current business of the R2 Office had significantly
diminished.

SUMMARY OF THE
EVIDENCE OBTAINED FROM THE INVESTIGATION

The AR 15-6 1O conducted an exhaustive investigation of the six allegations referred by
OSC to the Army. All of the witnesses germane to the allegations were interviewed by the 0.
Each witness interviewed in the context of the AR 15-6 investigation was asked to respond to a
set of questions developed by the 10 to solicit specific information relevant to the
whistleblower’s allegations as well as the additional lines of inquiry requested by OGC. When
required for completeness or clarity, some of the witnesses were interviewed several times. A
summary of each witness’s testimony relevant to the six OSC referred allegations and a
discussion of each of the six OSC referred allegations in light of relevant testimonial and
documentary evidence gathered during the investigation follow,

Director LRC(Retired), CECOM LRC Director (now SES Retired)

In his 19 February 2011 statement, Mr. Director LRC (Retired) testified that in 2008, he had
requested that the G8 review the R2 project office fee collection and administration process as a
management control initiative (o ensure compiiance with governing regulations. He stated that
the G8 had indicated to him that the IR office would be better suited to review the areas of the
process for setting rates, accounting of funds and accounting of operating expenses. He received
the initial draft report [TAB G-1] from the CECOM LCMC IR office which indicated that the R2
project office was in compliance with guidance but that the CECOM G8 office did not agree
with those findings, that the G8did not concur with the findings of the IR Office report and
especially had issues with the issue of actual cost versus estimated costs. Further, the G8 had
expressed the concern that:




“the cost management process of he R2 Office did not adequately track costs to actual customer
accounts. The process the R2 Office had been following since its inception had always been
adjustment on a quarterly basis. In order to satisfy the G8 concern we needed to track actual time
versus cach individual order. At this tirne, summer 2008, we were beginning the ‘re-compete’ of
the next generation of R2 contracts. Our focus in the R2 effice was the recomplete and the “Time
Tracking System™ we had to invest in, in order to meet the G8’s requirement for accounting to
actual was put on the back burner, In 2009, we were not executing new delivery orders and our
income bec[ame] constrained which eventually reduced the size of the office from 60 plus
employees to approximately 25.” However, in spite of the G8 concerns, Mr. Director
LRC(Retired) testified that he believed the R2 Project was in compliance with the regulations,
but felt the office “could always refine the business processes which was always our intent.”

CECOM G8 (Retired), Director, CECOM G8, Resource Management (now Retired)

Mr. CECOM G8 (Retired) was the Director of Resource Management (G8) from 2005 until his
retirement in 2011. Mr. CECOM G8 (Retired) provided two statements to the 10, dated 15
February 2011 and 9 October 2012. Mr. CECOM G8 (Retired) testified that the CECOM G8
office was charged with oversight of the reimbursable rate development process for CECOM
entities which included the R2 Project Office under the LRC,

In his 15 February 2011 statement, Mr. CECOM G8 (Retired testified that as the G8 for
CECOM LCMC, he advised the R2 Project Office that the fees they received were subject to the
Economy Act, Thus, they could only keep expiring vear customer funds to the degree that they
actually performed the work and earned the order. If they could not fully earn the customer order
by the end of the FY, they had to advise the customer of that fact and return any unearned funds.
Consequently, Mr. CECOM G8 (Retired) stated the following:

“[r]ecognizing the difficulties the R2 Office encounters in tracking biliable hours, T have
counseled them to determine a service level versus a flat fee. The service level would
reflect the estimated level of effort required to execute and manage the delivery orders. |
advised the R2 Office management that they must determine the cost of doing business to
properly quantify their operating budget. They require a cost management system/process
to track customer orders to the level of effort and bill their customers accordingly. At no
point were they advised to establish a flat fee and charge their customers an
unsubstantiated amount.”

When the 10 asked Mr. CECOM G8 (Retired) specifically about what he knew about
whether the fees collected by the R2 Office in FY 2007 were carried over to FY 2008,
Mr. CECOM G8 (Retired} testified that he had “no direct knowledge of fees collected by
the R2 Office being carried over” from FY 2007 to 2008. However, Mr. CECOM G8
(Retired) testified that the Army Audit Agency Report dated 23 February 2009 did find
that “the R2 Office did return excess monies to their customers.”

Mr. CECOM G8 (Retired) also testified that to the best of his knowledge, the R2 Project Office
reimbursed for whole work years from the Acquisition Center and the Legal Office, both offices
dedicating individuals “to work R2 efforts exciusively. They did not acquire DCSRM support.”
In his October 9, 2012 statement, Mr. CECOM G8 (Retired) stated that “{t]he typical CECOM
reimbursable business model was based upon man years of services provided to specific
customers, usually of an enduring nature e.g. logistic support, software support, PM matrix



support. The R2 office did not fit this typical [Army business] model” for providing logistics
support, software support, and PM matrix support based upon man years of service provided to
specific customers. Mr. CECOM G8 (Retired) stated that as a result, the R2 office compared its
total operating budget to the anticipated customer orders it (the R2 program) projected to receive,
which resulted in a percentage based rate. Further, he stated that for internal purposes, this
rate/metric was then compared fo other government agencies that operated a similar or
comparable business enterprise. Additionally, this process did not authorize the R2 office to
charge a flat rate fee based upon a broad budget projection. However, after the CECOM IR
office assessment, the R2 Project Office requested G8 assistance in the development and
execution of their budget. An Integrated Process team was set up to work within the unique R2
project issues.

Mr. CECOM G8 (Retired) also testified that his office reviewed the specific operational
activities of the R2 Project Office to assist with providing recommendations which were
provided to the R2 Office for consideration. Mr. CECOM G8 (Retired) pointed out that the R2
office collected funds from customer orders that provided reimbursable orders through the
program and that the office had internal labor charges, contract labor charges for the supporting
contracting center, legal support, and Information Technology refresh. However, Mr. CECOM
(38 (Retired) stated that based on his office’s review of the RZ operations, his main
recommendation was focused on addressing carry over funds, an issue he discussed in greater
length in his earlier 15 February 201 Istatement where he acknowledged that he had “no direct
knowledge of fees collected by the R2 Office being carried over” from FY 2007 to 2008 and that
the Army Audit Agency Report dated 23 February 2009 did find that “the R2 Office did return
excess monies to their customers.”

Lastly, Mr. CECOM G8 (Retired) discussed his perceptions of the CECOM LCMC Internal
Review Report 4-A-08 in both of his statements. In his 15 February 2011 statement, Mr.
CECOM G8 (Retired) stated that some of the draft recommendation of the IR Report were niot
accepted by the G8 specifically citing that the {lat fee for service business process was not
accepted and that the G8 recommendation was that the level of effort should be factored into the
fee for service determination. In his October 9, 2012 statement, Mr. CECOM G8 (Retired)
further elaborated on this point by testifying that, in his opinion, the draft IR Report 4-A-08 was
not put in final because the G8 office disagreed with some of the CECOM IR office
recommendations, and as a result, the IPT was created to address and reconcile those issues.
However, Mr. CECOM G8 (Retired) stated that in his view, the Economy Act was the “driving
document” which authorizes federal agencies to order goods and services from other federal
agencies and to pay the cost he performing agency incurs to provide those goods or services, and
to that end, his opinion was that the level of effort of the work provided should be factored into
the fee for service.

Former Project Manager, R2 Project Office, Program Manager/Prgject Officer, Rapid
Response Project Office

In two statements dated 22 February 2011 and 26 October 2012, Ms. Former Project Manager,
R2 Project Office testified in detail regarding the R2 Project Office’s fund management process.
In her statement of 22 February 2011, Ms. Former Project Manager, R2 Project Office stated that
the R2 Project Office had an established process to track customer expenses and “always ensured




that we had the documented approval in hand. The Economy Act allowed the R2 Office to
charge for services provided we did not collect fees in excess of our actual expenses, or in other
words, make a profit.” She stated that her office accepted funding in two ways, as direct cite and
reimbursable and were generally provided by separate funding documents or through the
Military Interdepartmental Purchase Request (MIPR) process. Ms. Former Project Manager, R2
Project Office stated that the direct cite funds were obligated on contract and the reimbursable
funds were used to pay for the services provided by the office of the customer. Each MIPR was
properly annotated by the customer providing the funds with the required Economy Act
Statement. Upon receipt, the R2 Project Office assigned a Job Order Account Number (JOAN)
which would enable the office to track costs associated with that funding document. The
reimbursable JOANs were only used to cover the expenses of the R2 Office for “the cost of
doing business” or providing the service while the direct cite JOANs were obligated on contract
to acquire the product or services requested by a particular customer. Ms, Former Project
Manager, R2 Project Office also stated that pursuant to CECOM G8 guidance, at “[e]ach quarter
during the fiscal year, we reconciled the actual workload versus the actual expenses and adjusted
our fees accordingly...with a memorandum for record,”

On this mode of payment matter, Ms. Former Project Manager, R2 Project Office further
elaborated on how her office accepted payments in her 26 October 2012 statement where she
testified as to where she received funding for the leve] of effort reimbursed for those who
provided support services fo the R2 Office:

“The contractor support was moved to a FFP® contract by the Acquisition Center in 2006
or 2007. Since it is a FFP contract, there is no method by which to determine costs per
man vear for the contractor support... The work was based upon historical estimates. For
the support we received from the other government organizations - from legal we were
reimbursed two to two and half GS-14 lawyers, | believe. From the AC [Acquisition
Center), we had three contracting officers ((3S-13s), a branch chief (GS8-14) and their

- teams which were a mixture of GS-7s thru 12s and 1 or 2 SCEPS.? | am not exactly sure
of the breakout, but it would be on the SLAs..."" All direct cite money was placed on an
R2 contract to support the customer’s mission. All fees was collected and put into a
reimbursable account. The reimbursable account paid all the R2 expenses. Some of the
reimbursable JOANS were used for Government payroll and some were placed onto the
R2 support contract (using a reimbursable JOAN} for the contractor support....We had a
SLA with each organization each FY, that outlined the type of services and level of effort
that was to be provided and the associated cost. This was negotiated each year based on
projections and historical levels of efforts.”

Ms. Former Project Manager, R2 Project Office also stated that there was never a concern with
keeping separate the workload being funded by reimbursable funded versus appropriated funded
sources. She stated that “[w]e had tremendous oversight and transparency into all of our process
and strict controls regarding the money,” and that the R2 program covered its expenses only and
its costs “were always minimized to keep the fee low.” She further stated the following:

¥ “FFP contract” is a “firm fixed rice contract.”
? “SCEPS” is the “Student College Education Program students.”
Y «SLA” is “Student Leamning Agreements.”



“The most critical aspect of the R2 Office was the Integrated Data Environment (IDE). The IDE
was the pulse of the organization. It contained different modules to t rack the work of the various
areas—business development, pre-award, post-award, closeout and budget. The budget module
was one of the last modules to be implemented, but was extremely effective. The IDE was able
to track the MIPR number, the JOAN number, date, amount and what task order the direct cite
work was placed on and what the JOAN was used against. For each of these areas, there were
SOPs, a to-do list with appeared for each employee and clean up reports to check on date
integrity. The IDE was used 24/7 by our customers and the R2 staff. It was the key to efficient
management of such a large program. In addition, the R2 Project Office spent a lot of time
developing, documenting and improving its business practices. During my time, there were
approximately 3 green belt projects and 1 black belt project to improve the efficiencies of the
internal processes...There was a contact effort to improve all of our systems and there were
ongoing improvements in all areas of the IDE There is no doubt in my mind that the system was
the best tool available. My perspective is that it was sufficient to meet the requirements of the
Economy Act and gave appropriate control and also appropriate insight into the expenditures of
the program. The IDE was a tremendous tool that allowed us to track all the financial
information and all of the contracting actions.”

In her 22 February 2011 statement, Ms. Former Project Manager, R2 Project Qffice stated
that with respect to the CEOCM LCMC Internal Review Office review of the R2 Office business
practices, Ms. Forimer Project Manager, R2 Project Office testified that she was pleased with the
review and that her office’s effectiveness was enhanced with follow up actions as a result of the
Internal Review Office review, wherein she testified in greater detail;

“The review went well, We provided comments to the report, Mr. Director
LRC(Retired) was briefed on the results of the review. As a result of the review we
learned there was a difference of opinion between the G8 and the legal office as to what
satisfied the intent and spirit of the Economy Act with regard to actual costs. The G§
interpretation was that time tracking was necessary for each element of expense versus
each individual JOAN, of which there were hundreds. The legal opinion was based on
case Jaw and GAO findings established that there is some flexibility in appiying the
actual cost standard as long as there is reasonable assurance that the performing activity
is not augmenting its appropriation. As the RZ Office was a 100% reimbursable
organization, we clearly were not augmenting our appropriation. However, we did
establish an IPT to resolve the G8 issues and provide them the assurance that the office
was in full compliance.”

Lastly, Ms. Former Project Manager, R2 Project Office at the end of each fiscal year, unused
expiring year funding was returned to the customer and followed the G8 advice with regard to
the carryover of other multi-year appropriations. With that precise accounting methods utilized
by the R2 Office, Ms. Former Project Manager, R2 Project Office reflected that there were
specific signed functional support agreements in place with the Acquisition Center and the
CECOM Legal office to provide dedicated support. Moreover, the support agreements had the
dedicated support personnel identified by name.
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{Former) Team Lead Program Analyst R2 office, Program Analyst Team Leader, Rapid
Response Project Office

Ms. (Former) Team Lead Program Analyst R2 office provided testimony in her 19 January
2011 statement. She testified that her program analyst team received all incoming funds and
assigns JOANS for the reimbursable funds. The direct cite funds were applied to the contract.
In performing this duty, the team adhered to the DoD Financial Management Regulation (FMR),
Volume 11A, Chapter 3, regarding Economy Act Orders, to ensure that each MIPR was correctly
completed by the customer including the Economy Act statement, and to ensure compliance with
expiration dates on the documents they received.

Ms. (Former) Team Lead Program Analyst R2 also testified that all customers were charged
according to her office’s actual expenses, with a quarterly fee adjustment based on the amount of
business versus actual expense. Further, each quarter, her office would send each customer a
memo notifying them of the revised fee each quarter. Ms. (Former) Team Lead Program Analyst
R2 office further elaborated that her office had agreements with various eclements of the CECOM
LCMC and the Acquisition Center. With respect to the Acquisition Center, their support
agreement covered 21 people who were dedicated 100% of their time to the R2 Office work
which at time, included overtime work if it was necessary due to the workioad. The funding
document specified that the money was to be used “exclusively to support R2 work.”

Lastly, Ms. (Former) Team Lead Program Analyst R2 office testified that she was aware that the
CECOM Internal Review Office conducted a review of the R2 Office which was in the process
of trying to develop a fee collecting model based on man-hours. She stated that neither G8 nor
the Internal Review Office was able to provide a solution which resulted in a review being
requested by Mr, Director LRC(Retired) to address this matter. Further, Mr. Director
LRC(Retired) was briefed on the results of the Internal Review’s efforts in an exit briefing b the
Internal Review Office.

CECOM ATTORNEY, CEOCM Legal Office,

Mr. CECOM ATTORNEY supported the lead CECOM Attorney for the R2 Project office.
Mr. CECOM ATTORNEY provided a statement dated 4 October 2012. He stated that he did not
work full time on the R2 Project Office effort and would enly work on the project if the
primary/lead attorney was not available, Mr. CECOM ATTORNEY testified at length of the
concept referred to by some CECOM employees as a “flat fee.” At the outset of his interview,
Mr. CECOM ATTORNEY stated that the use of the “flat fee” termn was “not the best term to use.
Rather, R2 used a fee structure.” He further explained that R2 had historically used a percentage
of the issued task orders to recoup program costs and the percentage was adjusted periodicaily.
In that manner, they would “use historical data, based on past experience, to forecast the actual
cost/fee 1o be charged for certain services.” Mr. CECOM ATTORNEY described n detail the
efforts undertaken by the R2 Office to develop a Software Engineering Center software tool to
track each person’s time/effort on a specific order. When the R2 office was putting in place a
process to move away from the percentage based fee structure it had used in the past, the Internal
Review and legal offices had meetings He stated that the CECOM legal office gave what could
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be best considered as “guidance” and not a legal opinion as to “how GAO interpreted the “actual
cost’ phrase of the Economy Act.”

Mr. CECOM ATTORNEY stated that he was asked by Ms. Former Project Manager, R2
Project Office via an email dated March 6, 2008 to “update a legal position” that had been issued
by a previous CECOM Chief Counsel, Former CECOM Chief Counsel(undated). Mr. CECOM
ATTORNEY did advise Ms. Former Project Manager, R2 Project Office that the FORMER
CECOM CHIEF COUNSEL written position was still “valid from a legal perspective” and that
the “Economy Act has not changed, you can charge actual costs (direct/indirect) {reasonably
estimated), but you cannot use these reimbursements to augment the Agency’s appropriations.”
Mr. CECOM ATTORNEY testified that afterwards, that his legal position transmitted back to
Ms. Former Project Manager, R2 Project Office by email resulted in a subsequent written
validation in a memorandum signed by Mr. FORMER SPECIAL ASSISTANT TO CECOM
CHIEF COUNSEL but authored by Mr. CECOM ATTORNEY which included updated case
law. In his interview with the IO for the instant AR 15-6 investigation, Mr. CECOM
ATTORNEY stated that the updated legal position which was issued by Mr. FORMER
SPECIAL ASSISTANT TO CECOM CHIEF COUNSEL(dated 31 March 2009) contained case
law was still current as of the time of his interview with the AR 15-6 IO. Further, with respect to
the 31 March 2009 iegal office memorandum, Mr. CECOM ATTORNEY stated that he did
consult with the CECOM Legal Office Fiscal Law expert, Ms. FORMER CECOM ATTORNEY
to assist him in formulating the legal office position. However, Mr. CECOM ATTORNEY made
clear that the CECOM Legal office has never been asked to render 2 formal opinion on whether
any transactions involving the R2 Office were in violation of the Economy Act or the Anti-
deficiency Act.

With respect to the Economy Act and its application to business enterprises such as the R2
Office, Mr. CECOM ATTORNEY commented that “{t}he Economy Act doesn’t require exact
precision in the calculation of actual costs for each task order. The GAO Red Book supports not
requiring such precision, although the calculation needs to e a reasonable approximation, based
on valid data, and you must ensure agencies are not augmenting their appropriation.”

Lastly, the IO asked Mr. CECOM ATTORNEY to address the merits of the Internal Review
Office review effort to review the R2 Project Office’s business practices with respect to the fees.
Mr. CECOM ATTORNEY was familiar with that effort. Again, he emphasized that the use of
“flat fee” was not the best term to use for fees for the “fees were to be set up to recoup actual
costs based on types of work and historical data.” Though he acknowledged that the G8 position
was that the Economy Act had been violated by the R2 Office, the G§ Office failed to cite to any
specific law, regulation or policy for its position and for non-concurring with the CECOM
Internal Review findings and recommendations. On the other hand, Mr. CECOM ATTORNEY
commented that the legal positions issued by the CECOM Legal Office were based on a
discussion of the Economy Act and supporting case law reviewed by the Legal Office. Based on
those authorities, he opined that:
“using a historical basis for determining actual costs/fees is an allowable practice under
the Economy Act. The fees need to be closely connected and based on the historical data.
The R2 Office did not have a good handle on the charging of actual costs because ali
orders were charged the same percentage fee, but R2 was moving to remedy this. I cannot
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commerit specifically on past practices and any violations, but they were trving to figure
a better way to do this.”

CECOM IRAC ILead Evaluator, Lead Evaluator, CECOM Internal Review Office

Mr. CECOM IRAC Lead Evaluator provided two statements during the investigation dated
19 January 2011 and May 25, 2011. [TABS H-1, 9 January 2011; and H-2, 25 May 2011]. Mr.
CECOM IRAC Lead Evaluator was the lead investigator within the CECOM Internal Review
Office who worked with Mr. CECOM IRAC Evaluator on the R2 Project office review, The
audit review was based on the guidelines and objectives from Director LRC(Retired), the
CECOM LRC Director, and Former Project Manager, R2 Project Office, Program
Manager/Project Officer, R2 Project Office, who were working with the R2 Project. Mr.
CECOM IRAC Lead Evaluator stated that “Dan and I got together some audit objectives and
then we had an entrance conference with at the time I believe it was Sandy Former Project
Manager, R2 Project Office and Deputy R2 Project Officer. And they gave us a little
background on the R2 operations. I was completely unfamiliar with the operations to that point.
Other than just some basic knowledge about it.”

Inhis 19 January 2011 statement, Mr. CECOM IRAC Lead Evaluator stated the following:
“CECOM IR Evaluator and I, [ have to say in the context of reviews; it was a great review. We
were all over it. We solved the review. The only disappointment was that I couldn’t ever get it
fixed. That was my big disappointment. I couldn’t ultimately fix the situation., . .\ What
happened was, we concluded at the end of the review and based on an opinion from CECOM
(8 (Retired) and input from Legal that indicated the R2 office was operating in violation of the
Economy Act. Ilooked atit, Sect 1535 of the Economy Act. Originally what we were saying in
this report was to review the rate quarterly and adjust accordingly. Then we asked both legal and
(8 CECOM G8 (Retired) if they were fine with that. We got a non-concurrence from George
telling us that it is in violation of the Economy Act. We went and we looked and sure enough it
was. It was a violation of the Economy Act. At that point, what we did was where it was a
violation was that R2 was not properly reconciling their customer orders on an individual basis,
hence they were not properly accounting for customer funds. You know we did quite a bit of
work and they were properly accounting for everything they just were not in compliance with the
Economy Act. There wasn’t anything funny with that all the money was there and it was all
being accounted for in SOMARDS. The issue was that they weren’t tracking it on a customer to
customer basis. And that is what is required in the Economy Act. And . . . well let me just step
back. What they would do is a customer would come to them and request their services. R2
would say Ol it"s going to cost you a million dollars for this type of services and by the way we
are also charging you a 2, 3, or 4, [ think the range went as high as 7% in some cases. We did a
statistical sample and the highest was I want to say 7%. So anyway the customer would usually
say fine and issue R2 MIPRS and they would get it on contract. The way it is supposed to work
is there is supposed to be accounting similar to what | would call a legal arrangement for the
costs outside of the contract costs meaning the costs assoctated with the R2 office where it is on
a fee basis. In other words you have to charge your hours out to each job. And they weren’t
doing that at R2. Everything went info a big pool. And they used their expenses according to
the color of money that it was. In other words if the money was getting set to expire, they would
utilize those funds first. For ongoing operations and then if they had money that was 2- or 3-year



money they would leave that money on the books because there wasn’t an urgency to spend it.
Ok so that’s where they got fouled up because what they are supposed to do is they are supposed
to track it one-on-one by customer and then at the end do a reconciliation . . ., they can charge a
fee, there is nothing wrong with that as far as I know, but what they’ve got to do, they’ve got to
track it on a customer-by-customer basis and at the end have a reconciliation process and say OK
customer, we're done with you, you owe us X or here is X back. And that’s what they didn’t do.
And that’s the violation of the Economy Act.”

Mr. CECOM IRAC Lead Evaluator further testified that when MIPRS are issued, they are
supposed to be stamped or annotated as being in compliance with the Economy Act. The sender
stamped the MIPR and the receiver had to stamp it accepting the request. All of the MIPRS that
were reviewed in the R2 Project office audit were stamped as Economy Act Compliant.

Mr, CECOM IRAC Lead Evaluator stated that the appropriate tracking by customer-by-customer
basis was never corrected because Mr. Director CECOM IRAC Office, the CECOM IR Director,
and, , the Senior IR evaluator for Reviews, decided not to issue the report and “essentially they
looked the other way and allowed R2 to operate in violation of the Economy Act. In hindsight
believe they may have done this for personal gain.” Mr. CECOM IRAC Lead Evaluator
believed that there was “an inappropriate relationship” between the two individuals. Further, Mr.
CECOM IRAC Lead Evaluator stated that both Mr. Director CECOM IRAC Office and Mr.
Senior IR Evaluator for Reviews received promotions just as he (Mr. CECOM IRAC Lead
Evaluator) was pressing to issue the report stating that the R2 Project was operating in violation
of the Economy Act. Mr. CECOM IRAC Lead Evaluator was frustrated because it seemed that
his superiors were thwarting his attempts to either fix the problem or report it to AMC to bring
pressure on the CECOM Leadership to fix the problem.

Mr. CECOM IRAC Lead Evaluator stated that an “ad hoc” group of individuals led by the G8
1o resolve the matter but he felt that it was not a serious effort. Mr. CECOM G8 (Retired) and
the head of the Legal office were involved and at one point Mr. Director LRC(Retired) was
outbriefed but the outbrief did not “have all the information,” and Mr. Director CECOM IRAC
Office “opted to not inform anyone of the Economy Act violations” because he *was more
concerned with the BRAC move” to Aberdeen Proving Ground, MD, seiling his New Jersey
residence, and applying for the BRAC Housing Assistance Program rather than doing what Mr.
CECOM IRAC Lead Evaluator felt was the right thing to do.

Mr, CECOM IRAC Lead Evaluator also testified that he believes he received a poor annual
performance rating and a reduced performance award as a result of his voicing his concerns.
Further, when Mr. Director CECOM IRAC Office failed to issue a final report, Mr. CECOM
IRAC Lead Evaluator sent an e-mail to the CECOM Chief of Staff in July of 2010 outlining his
dissatisfaction with the failure to issue the R2 project office report. He felt that this was in
violation of AR 11-7 and that ke had “fiduciary responsibility” to disclose anything illegal or if
you suspect something is illegal or involves fraud, then you must disclose it or issue a report and
“indicate that the violation was a command material weakness. It would then have to go to the
Command General.” In August, Mr. Director CECOM IRAC Office, came to Fort Monmouth
from Aberdeen Proving Ground and gave Mr. CECOM IRAC Lead Evaluator a disciplinary and
performance write-up as to Mr. CECOM IRAC Lead Evaluator’s perceived shortcomings. In
October, Mr, CECOM IRAC Lead Evaluator received a “3” for his TAPES performance rating



but he believed that he should have received a 1’"! rating. At the time Mr. CECOM IRAC Lead
Evaluator stated he was pursuing redress on this issue through the personnel channels. Mr.
CECOM IRAC Lead Evaluator also stated that even though there was a reimbursement
“Functional Support A greements” between the R2 Office and the Acquisition and Legal offices,
R2 never accounted for the true work being done by those offices and “they never accounted for
that stuff.” What they were doing essentially is augmenting CECOM’s budget. So CECOM
didn’t have to seck funding for 40 contracting officers and I think it was 3 or 4 man-years of
legal....That’s part of the violation. You can’t do that,”

In a supplemental statement dated 25 May 2011 [TAB H-2, 25 May 2011}, Mr. CECOM
IRAC Lead Evaluator also stated that about the time the R2 review was occurring, the AAA had
requested to include the R2 Office as a candidate for review under its audit procedures. AAA had
scheduled this audit and was seeking to make arrangements to come to CECOM to conduct their
fieidwork. Mr. CECOM IRAC Lead Evaluator testified that Mr. Director CECOM IRAC Office
sent AMC IR and AAA a request “persuading them not to lock at” the R2 Project as a part of
their review because the CECOM IR office had the R2 Project “under control and that
everything was fine in R2 that they were returning monies 1o their customers, etc.,” further
asserting that the statements Mr. Director CECOM IRAC Office provided were “inaccurate and
misleading.” Mr. CECOM IRAC Lead Evaluator further asserted that:

“Director, CECOM IRAC Office received a copy of the draft report from AAA in September
2008 soliciting comments on the accuracy of the draft report. This is clearly after we knew that
R2 was operating illegally and in violation of the economy act as outlined in the July 2008
opinion we received from G8. 1 assume Director, CECOM IRAC Office didn't provide any
comments to the draft report because the inaccuracies he inttialed provided 1o AAA were in the
final public report. So there is e-mail from Director, CECOM IRAC Office persuading AAA to
not review R2 fees and providing false or misleading information to AAA about the R2
operations. Then there is e-mail to Director, CECOM IRAC Office via AAA draft report
soliciting comments as to the accuracy of the R2 operations. Then you have a final AAA public
report in print clearly inaccurate as to the R2 operations. This is very disturbing?” [TAB H-2, 25
May 20111,

CECOM IRAC Evaluator, Evaluator, CECOM Internal Review Office

Mr. CECOM IRAC Evaluator, along with Mr. CECOM IRAC Lead Evaluator, was one of the
two investigators on the CECOM IR review team of the R2 Project Office. He provided a
statement dated19 January 2011. [TAB I, 19 January 2011]. The objectives for the review were
set by the requestor in this case it was the CECOM G8 office. As the review progressed it was
apparent that the R2 office used a reimbursable method that was outside the G8 approved
method, using a percentage of contract obligations as its “means of charging a fee for services.”
Mr. CECOM IRAC Evaluator testified that he “determined that R2 carried over approximately
$8 million in fee money from the prior year, We sought G8’s and legal’s advice to determine
how much carryover was allowed. It was this questioning that brought us to the Economy Act
and the differing interpretations of it.” The G8 office believed this reimbursement method was
inaccurate and disagreed with the CECOM legal opinion which stated that R2 could continue to

*! Under the rating system for performance evaluations in operation at the time, the Army performance program was
knows as the “Total Army Performance Evaluation System” or “TAPES”. The “top block™ is the number “1” with
lesser overall ratings being progressively lower to the bottom rating of “57..
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operale in its current manner. An IPT was formed by the G8 to review the issue and the IR office
participated in that review process which included a contractor to develop a pricing model. Mr.
CECOM IRAC Evaluator testified that he eventually moved on to the next audit and lost track of
the R2 initiatives. Additionaily, Mr. CECOM [RAC Evaluator testified that the objectives of the
review are usually set by the customer, who in the instant case regarding the R2 review; it was
the G-8 who asked the CECOM IR Office to look at the reimbursable rate process used by the
R2 Project Office. He participated in drafting the original report but was also aware that the final
report was not issued. He stated that the normal process for issuing a report is that they issue a
reporl whether the report is “good, bad or indifferent.” Mr. CECOM IRAC Evaluator stated that
the IR office develops findings relative to the objectives of the audit and makes
recommendations. The entities involved are given a copy and permitted to concur or non-concur
and comment on the {indings.

Lastly, he was aware that the AAA had issued a report on appropriate fee schedules which was
the same subject as the CECOM IR report involving the R2 Office. He agreed with the AAA
report that stated that the use of percentage fecs was not an appropriate way to conduct business.
However, he was also aware that his office informed AAA that they were evaluating R2 and that
it was not necessary for the AAA to come to CECOM to review the R2 Project Office fee
schedule, Nevertheless, he asserted that his office should have issued a report “to tell the story
and have the situation rectified” especially since the R2 Office was “collecting a significantly
greater amount of money than it needed to operate.”

Director CECOM IRAC Office, Director, CECOM Internal Review Office

Mr. Director CECOM IRAC Office provided four lengthy statements in {estimony to the 10,
His testimony is very detailed and provides a complete and comprehensive discussion of the
issues that surrounded his office’s review of the R2 Project Office fee system. Given each
statement’s length, I have included his complete statements as exhibits to this Report [TABS J-
1,13 January 2011, J-2, 25 March 20115 1-3, 4 October 2012; and J-4, @ January 2013] but have
only highlighted below portions of his testimony that are representative of the numerous issues
that he addressed in lus statements.

At the time of the Audit review of the R2 project, Mr. Director CECOM IRAC Office was the
Director of the CECOM IR office. He still holds that position. The Senior Executive Service
Director for the Logistics and Readiness Center, Director LRC(Retired) had asked the G8 to
review the R2 Office reimbursable rates. Mr. Director CECOM IRAC Office explained that:
“Before proceeding there were discussions between G8 and [Rand CECOM G8 (Retired) (Chief
of (38) thought the review would be better suited in the IR Office and turned it over to us. Dave
Director LRC{Retired) then came forward with an official request to have my office look at how
the R2 Office set its reimbursable rates. The R2 Office s like & contract administration office.
At the time they had eight service contracts in place good for a period of five years. If someone
comes to R2 and requests these contractual services and or equipment, they had the ability to
award contracts within 21 days. The Contracting Officers and Specialists working for the R2
office were from what is now the CECOM Contracting Center. Their labor is totally
reimbursabie and they were dedicated to R2 full time.” [TAB J-1, 13 January 2011]. Mr.
Director LRC(Retired) reguested the CECOM IR review of R2 Office reimbursable rates on
2 January 2008. Mr. CECOM IRAC Lead Evaluator and Mr. CECOM IRAC Evaluator were



tasked to perform the review.'> Mr. Senior IR Evaluator for Reviews took over as the team lead
towards the end of the field work portion of the review. This was a regular review pursuant {o
AR 11-7 guidelines. All the fieldwork was completed by the IR team. The review was never
terminated. After his office issued the drafi report, an IPT was formed because there was a
question as to the best way to account for the R2 Office fee charges. Mr. Director CECOM
IRAC Office suggested that what was needed was “a real good time keeping system. I don’t
think ATAAPS can handle that but I’'m sure there is some kind of software out there on the open
market that records time keeping. We have something in our office in Internal Review called
IRMS (Internal Review Management System), We have to keep track of all our time that is
charged to a particular review.” [TAB J-1, 13 January 2011].

An exit briefing was provided to Mr. Director LRC{Retired) in March 2008, including the
results of the IR Review, and recommendations to the LRC directors and the CECOM G8. The
(8 non-concurred with the IR recommendations. The G8 felt that it was necessary for the R2
office to document actual expenses incurred for each customer and charge each customer
accordingly. Mr. Director CECOM IRAC Office stated that because of the IPT's efforts, he
never issued a “formal™ final report. However, he stated that the e-mail he sent to Mr, Director
LRC(Retired) on 21 August 2008 became the “informal” final report to Mr. Director
LRC(Retired), the customer. Mr. Director CECOM [RAC Office stated that he did not think that
Mr. Director LRC{Retired) “liked my answer (I had reiterated what CECOM G8 (Retired) had
provided me with his response to our recommendations), But at least Mr. Director LRC(Retired)
knew what his R2 Office had to do to be in compliance with the Economy Act.” Mr. CECOM
(38 (Retired) had been concerned with the calculations of the fees being charged to the customer
which Mr, CECOM G8 (Retired) thought was fine to estimate how much to charge a customer in
the beginning but you would still have to calculate how much it cost you to do the work for a
particular contract and then go back to the customer and reconcile the final fee. Mr. Director
CECOM IRAC Office thought would be selved by introducing a new software system to
determine those calculations. AR 11-7 indicates that a final report can be released through
informal communications and Mr. Director CECOM IRAC Office considered the e-mail traffic
to constitute sufficient informal means of transmiiting the final report. Also, Mr. Director
CECOM IRAC Office stated that it is not unusual for his office not to issue final reports and just
1ssue draft reports.

Mr, Director CECOM IRAC Office stated that regarding the “informal™ final report that he
issued to Mr. Director LRC(Retired), Mr. CECOM IRAC Lead Evaluator: '

“probably never realized that the email served as our final report. Also, 1t was or policy
(from my previous director) that all reports would be issued to the customer who
requested the review. It never went any higher unless there were major issues. [ didn’t
feel that the results of our review were major. Paragraph 5-2 of AR 11-7 (dated Oct 2007)
states ‘Different forms of reports include formal written reports, memorandum, briefing
slides, or other presentation materials’ while paragraph 5-2b states “The purpose of
review reports are to (1) Communicate the results of reviews to those charged with
governance, the appropriate officials of the review entity, and the appropriate oversight

Y Mr. Director CECOM IRAC Office pointed out that his office staff are not auditors. They are classified as
Accountants (Internal Review Evaluators), a distinction made by the Army relative to the personnel in the Internal
Review Offices versus auditors who are in the AAA.



officials.” Mr. Director LRC(Retired) was the appropriate official of the reviewed activity
while Mr. CECOM G8 (Retired) was the appropriate oversight official when it came to
funding polices. Periodic updates from May 2008 through July 2009 were provided to
CECOM Chief of Staff, who was the CECOM Chief of Staff at the time of the review.
Also, Tinformed , the AMC IR Director that my office had been working on a review of
the R2 Office. In hindsight, if we were to do this review again, I would make sure that 1
and the IR team met with the Director of G8 during the fieldwork phase of the review and
get her viewpoints/decisions when 1t came to charging a flat percentage fee. [ would also
research other audits that covered the same subject to determine if there were any
precedents already established.” [TAB -3, 4 October 20121

Mr. Director CECOM IRAC Office testified in detail as to the role of the AAA and his
office’s review of the R2 Office fee charges. He stated that at no point did he misicad of provide
incorrect information to AMC, or the Army Audit Agency. Mr. Director CECOM IRAC Office
detailed what happened when the AAA contacted his office regarding the R2 fees and return of
funds by the R2 Project Office, Mr. Director CECOM IRAC Office was particularly focused on
what Mr, CECOM IRAC Lead Evaluator included in this draft report on this matter. Mr. Director
CECOM IRAC Office emphasized that:

“As the Director of the Internal Review Office, [ rely heavily on my evaluamrs
assessments and information that they gather during their reviews I did not know
anything about R2 returning funds until Messrs CECOM IRAC Lead Evaluator and
CECOM IRAC Evaluator told me. Mr. CECOM IRAC Lead Evaluator used his
professional judgment when he didn’t include the returning of funds into drafting the
audit report. Paragraph 3.33 of the GAO Yellow Book Standards (dated July 2007) states
"Using the auditors' professional knowledge, skills and experience to diligently perform,
in good faith and with integrity, the gathering of information and the objective evaluation
of the sufficiency and appropriateness of evidence is a critical component of audits.
Professional judgment and competence are interrelated because judgments made arc
dependent upon the auditors’ competence.” If the allegation is that the information was
erroneous, then [ would guestion Mr. CECOM IRAC Lead Evaluator's professional
judgment and competence. Chapter 3 of AR 11-7 also deals with "Professional
Judgment" and states that "Professional judgment includes exercising reasonable care and
professional skepticism. Reasonable care concerns acting diligently in accordance with
applicable professional standards and ethical principles, Professional skepticism is an
attitude that includes a questioning mind and a critical assessment of evidence.
Professional skepticism includes a mindset in which evaluators assume neither that
management is dishonest nor of unquestioned honesty. Believing that management is
honest is not a reason to accept less than sufficient appropriate evidence: 1f R2
management (I believe Ms. Former Project Manager, R2 Project Office made a similar
statement in her testimony) had stated that they return funds to their customers, [, as an
evaluator having professional skepticism, would have asked for documentary evidence of
funds returned. I reviewed the workpapers that we have on file for our Review of the R2
Office; I could not find any file with such evidence (e.g., a Military Interdepartmental
Purchasc Request (MIPR)). Idid find one workpaper that contained a spreadsheet that
mentioned that funds were returned but no additional documentation to support that
comment. In June 2008, I received a telephone call from Mr. AAA Auditor, AAA, about
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the AAA Audit. Ttold Mr. AAA Auditor, that my office had spent the last three months
looking at R2's reimbursable rate and whether i/ was appropriate. The review was
requesied by Mr. Director LRC(Retired), an SES and the Director of the CECOM LRC.
The LRC has overall responsibility of the R2 Office. Mr. Director LRC{Retired) had
wanted to make sure that the R2 Office was charging their reimbursable rate per
appropriate regulations/statutes. We had determined that the rate is based on R2’s
forecasted income and expenses over the course of a fiscal year and the best way that
they could charge the customers were through a flat rate. We also recommended that the
R2 Office review their income and expenses on a quarterly basis and adjust their rate if
appropriate and have it approved by the G8 Office. To do another review in this arca
would duplicate what my office had done plus affect the R2's workload in having to deal
with another audit agency audit | suggested to Mr. AAA Auditor that AAA can come
and look at our workpapers or we could send our entire set of workpapers to them since
they were paperless. I sent an email message en 2 June 2008 to Messrs. Director
LRC(Retired) and CECOM G8 (Retired) about my conversation with AAA. In the email
message | mentioned that [ sent a separate email message to, the HQ AMC IR Director
(at the time) with the same information. It was during my telephone conversation with
Mr. AAA Auditor that I mentioned about R2 returning some of the funds back to their
customers. Although [ offered to provide our workpapers on our review of the R2 Office,
AAA never contacted me for them. AAA did include in their audit report that they had
contacted my office and that we bad done a review of the R2 Office's rates. From my
discussion with Mr. AAA Auditor, it was revealed to me that AAA was trying to
determine what activities arid how many activities were charging flat fees and the
applicable statutes that governed the flat fees [ conveyed my discussion with Mr. AAA
Auditor to the IR team (Messrs. CECOM IRAC Lead Evaluator and CECOM IRAC
Evaluator) performing the review of the R2 Office.” |[TAB Jj-4, 9 January 2013}

Also, Mr. Director CECOM IRAC Office discussed the issue of whether or not the R2 Office
was refunding costs in 2007 and 2008 as well as what the CECOM IR review team’s findings
were and what actions were taken by the R2 Office to address the concern with the Economy Act
or Ant-deficiency Act. Mr. Director CECOM IRAC Office provided the following comments on
this matter with respect to the issue of the R2 Office returning funds to their customers:

“The information (returning funds) originated from an informal discussion that I had with

Messrs. CECOM IRAC ead Evaluator and CECOM IRAC Evaluator during their
review of the R2 Office. As the director of the Internal Review Office, I rely heavily
on my evaluators’ assessments and information that they gather during their reviews.
Information gathered during the review phase is often discussed with me in & formal
sctting, as well as, an informal setting. When we start any review, we research the
appropriate statutes, reguiation and iocal policies that pertain to the arca that we are
reviewing. In the case of the R2 Office charging fees, there are local and Army
regulations, as well as, the Economy Act. The local reimbursable rate policy includes
the same and other regulations such as the Economy Act. So when did we know about
the Economy Act? We should have realized that the Economy Act would be applicable
to our review at the onset of our review {(approximately mid January 2008). In addition,
Mr, CECOM IRAC Lead Evaluator received an emall (on 20 March 2008) from Ms
Former Project Manager, R2 Project Office which stated "Here is the re-validation from
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Jdegal on the Economy Act.” Attached to the email me sage was the legal opinion
covering "Fee for Service Charges". Mr. CECOM IRAC Lead Evaluator prepared the
initial version of the draft report. There was no mention of the Economy Act because
Mr. CECOM IRAC Lead Evaluator did not consider it to be an issue with the R2
Office. Otherwise, he would have written a paragraph on how the R2 Office was
violating the Economy Act. And T would have seen it in the report when I reviewed the
draft report. In addition, Mr. CECOM IRAC Lead Evaluator wrote in his initial version
of the draft report (Results paragraph of Objective B) “In addition, we examined the
R2 legal and acquisition expenses paid during FY 2007 and were also able to accurately
identify those expenses in SOMARDS. As a result, we are confident the R2.” In the.
subparagraph titled "'FY 2007 Contract Obligation”, Mr. CECOM IRAC Lead
Evaluator wrote “The R2 Project Office also provided us with documentation to verify
that R2 and G8 personnel were conducting joint reviews and reconciliations of open
contract obligations on a guarterly basis. Based on our analyses and support
documentation obtained we determined that the R2 office is properly accounting for all
customer contract obligations and their associated reimbursable fees.” In the
subparagraph titled "IY 2007 Operating Expenses”, Mr. CECOM IRAC Lead
Evaluator wrote "Based on our analyses and documentation received we determined the
R2 office 1s properly accounting for their operating expenses.”

In the subparagraph titled "FY 2006 Carrvover Fees", Mr. CECOM IRAC Lead Evaluator
wrote "Although R2's $8.4 million carryover in FY 2007 is in excess of two quarters, personnel
told us the excess carryover was due to prior year fourth quarter expenses that didn't occur. The
R2 Project Office is operating in a dynamic business environment that doesn't always allow for
immediate management of income and expenses during a given period. In our opinion, R2
personnel are actively and effectively managing their business operations giver the climate in
which they operate. Guidance regarding the amount of funds reimbursable activities can carry
over from fiscal year to fiscal year is generally vague." In an email message (dated 29 April
2009} from Mr. R2 ADMIN SUPPORT COST IPT Leadk (G8 Office), he states "In the attached
memo R2 has indicated that G8 has answered all of its questions and understands G8's
requirements. Therefore, temporarily this IPT does not have to continue meeting. As you can see
from the attached memo R2 is in the process of updating its fee estimation model and ordering
new software. This process is estimated to take approximately 9 months. When complete the
R2/GR IPT team will reconvene and review the R2 progress. [ wanted to take a moment to thank
all of you who worked on this R2/G8 action. This was quite a challenging effort, one that
included input from the LCMC Legal Department, Acquisition Center, Internal Review, R2 and
G8." [TARB J-4, 9 January 2013].

Lastly, Mr. Director CECOM IRAC Office was very apologetic as to the {act that had anyone
approached him to explain or justify the results of his office’s review of the R2 Project Office
fees 1ssue and the IPT effort that was established to address the review’s concerns, then the
subject AR 15-6 may have been avoided with his opening up the office’s files on this review.
Mr. Director CECOM IRAC Office testified that he believed that with respect to the subject AR
15-6 investigation, the following could have odcurred:

“It is my opinion that the AR 15-6 investigation could have been avoided if the
“whistieblower” contacied me, Mr. CECOM [RAC Lead Dvaluator or other members of
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my office staff to obtain any and all relevant documentation that was processed during
our Review of the R2 Office plus whatever e-mail that [ kept as part of my own
personal records. The ‘whistieblower’ would have realized that the R2 Office had made
plans to go to an actual expense record by customer by using the SEC developed
database. In addition, the ‘whistleblower™ would have been privy to the 21 August
2008 e-mail that I sent to Mr. Director LRC(Retired) and Mr. CECOM G8 (Retired)
where | provided an ‘informal’ final report to both directors. As the IR Director, | have
the iatitude and flexibility to issue a *‘formal or informal” final report.

In addition, Mr. CECOM IRAC Lead Evaluator in his composition of the draft report on the
Review of the R2 Office revealed rio major problems with the R2 charging a flat fee or carrying
over $8.4 miliion form one fiscal year to the next fiscal year, In fact, on 8 May 2008, Mr,
CECOM IRAC lead Evaluator released the draft report via an e-mail message 1o the R2 Office
and G§ Office. Mr. CECOM IRAC Lead Evaluator stated in his email message:

“We really believe the fee percentage is the most accurate method to base the R2
reimbursable rate.” By contacting me or my office, the ‘whistleblower® would have
discovered that Mr. CECOM IRAC Lead Evaluator, the lead evaluator on the Review of
the R2 Office, with corroboration of the team members, prepared the draft report. The
reviews (team leader and ) ensured that the contents and conclusions of the draft report
were properly supported through work papers that are maintained in the permanent file,
Anyone who reads the contents of the draft report, along with the supporting emails,
would conclude that: (1) the IR team felt that the R2 Office was operating properly; (i)
the R2 Office was told they needed to capture actual costs by customer;(iii) the R2 Office
was in the process of establishing the actual costs by customer; (iv) the IR Director
properly notified the LRC Director about the results of the review; (v) the LRC Director
requested the creation of an In Process Team (to include members form the R2, G8 and
IR Offices; and (vi) the LRC Director directed the R2 Office o follow the guidance
provided by the G8. Lastly, once we received the formal response from Mr. CECOM G8
(Retired) that he non-concurred with our recommendations to charge a {lat percentage fee
to cach customer and the proper carryover of funds from one fiscal vear to the next fiscal
year, I, as Director of the IR Office, felt that my IR team had not exercised due diligence
during the review. Although the IR team had met and questioned the G8 staff on their
thoughts about charging a {lat fee, they did not seek any communication with Mr.
CECOM G8 (Retired) who has the final say on funding policies.”[TAB -3, 4 October
2012).

Mr. Director CECOM IRAC Office’s testimony made clear that as the Director of the Internal
Review Office, he should be abie to rely on his evaluators’ work to identify issues and staff them
with the appropriate stakeholders to resolve any concerns. This is exactly what Mr. Director
CECOM IRAC Office did, relying on Mr, CECOM IRAC Lead Evaluator’s work product given
the foliowing:
“Ag evaluators performed their reviews, they usually gave me verbal updates during the
reviews. [ entrusted my staff to perform their reviews per AR 11-7 and DA Internal
Review FEvaluator-: Standards. [ felt no need to distrust my staff to go out and seek
answers in order to answer our objectives. T gave guidance and questioned whether the
evaluators had obtained the necessary information from the audited activities. The

23



evaluators then prepared the draft report since they were intimately involved in the
review. [ reviewed the report for its accuracy and its clarity {from a writing style). If
questions arose, I would look at the documentation in the files. I concurred and my
feedback did not affect the evaluators' findings and recommendations as evidenced when
Mr. CECOM IRAC Lead Evaiuator released the draft report to the R2 Office and G8
Office.” [TAB -3, 4 October 2012].

Mr. Director CECOM IRAC Office further elaborated on his reasonable expectation to rely
on the work product of his subordinates when he observed that “Mr. CECOM IRAC Lead
Evaluator in his composition of the draft report on the Review of the R2 Office revealed no
major problems with the R2 charging a {lat fee or carrying over 58.4 miliion from one fiscal year
to the next fiscal vear. In fact, on 8 May 2008, Mr. CECOM IRAC Lead Evaluator released the
draft report via an e-mail message to the R2 Office and G8 Office. Mr. CECOM IRAC Lead
Evaluator stated in his email message ‘We really believe the fee percentage is the most accurate
method to base the R2 reimbursable rate.” {[TAB J-3, 4 October 2012}, Further, Mr. Director
CECOM IRAC Office reflected that any follow up actions to his office’s release of the draft
report were addressed by the IPT members to everyone’s satisfaction,

Current Birector, LRC, Director, CECOM Logistic and Readiness Center

Mr. Current Director, LRC succeeded Mr. Director LRC(Retired) as the current Director,
CECOM Logistics and Readiness Center in July 2011, The 1O interviewed him to determine if
the issues that had surrounded the R2 fee issue had been corrected since the time the IR draft
final report was issued and the IPT had completed its efforts. Mr. Current Director, LRC testified
in his 10 October 2012 statement that today, the R2 Project Office received reimbursable support
from the APG-Army Contracting Center, the CECOM SEC, CECOM G-2, and CECOM legal,
all located at APG, Marvland after the completion of the BRAC move from Fort Monmouth,
New Jersey to APG.

The 10 inquired whether since Mr. Current Director, LRC assumed the responsibilities as the
Director, did he have any concerns with the workload funding mix creating issues with respect to
the appropriated funded versus the reimbursable funding portions of the R2 Office, particularly
with respect to the Economy Act or Anti-Deficiency Act. Mr. Current Director, LRC testified
that since assuming those responsibilities, he reviews the expenses across the LRC as a whole to
include the R2 Office. Further, he testified that “I’ve reviewed the structure and have reduced
manning over the past year to be consistent with forecasted business. Additionally, T review
program status to inchude finances on & weekly basis as part of my senior leader update. The data
for the RZ Office is captured from the R2 Integrated Date Environment and summarized for my
review.”

AAA Auditor, Auditor, Armyv Audif Agency

Mr. AAA Auditor was interviewed on 3 October 2012. He testified as {o the circumstances
surrounding the AAA’s interest in inciuding references to the CECOM IR Office’s review of the
R2 reimbursable rate process issue in the AAA report that studied that matter across the Army
during the 2007-2008 timeframe. Mr. AAA Auditor testified that the AAA was directed by the
Under Secretary of the Army to stud Flat Fee for Contracting and Contract Management
Services. He contacted Mr. John Reilly, the CECOM IR point of contact, by email and also
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discussed the AAA effort with Mr. Director CECOM IRAC Office. The AAA was kept apprised
of the CECOM IR effort which had been underway before the AAA effort was initiated.
Though Mr. AAA Auditor could not attest to the methods used by the CECOM IR in ifs review,
Mr. AAA Auditor asserted that their,
“findings seem sound and reasonable based on the e-mails received. We never received a
copy of the CECOM IR draft or final report. I believe our field work and drafted report
was completed before CECOM IR finished their field work. Yes it is reasonable to use
the work of others when conducting audits. It’s done all the time to gain knowledge on a
program. It helps with shaping our efforts.”

Further, Mr. AAA Auditor stated that the AAA report Number A-2009-047-A1.C, 23
February 2009, was published and included a reference that the AAA report acknowledged that
the CECOM IR “was a standalone effort. No CECOM IR information was used in our report.
Although other works are used we don’t use other organizations findings and recommendations.
We would use their information to inform, conduct our field work, and develop our own findings
and recommendations. We would have to validate any recommendation from outside
organizations.”

R ADMIN SUPPORT COST IPT Leadk, Operations Research Analvst, Cost Analvsis
Bivision, G8, Directorate of Resource Manasement

Mr. R2 ADMIN SUPPORT COST IPT Lead provided a statement on 17 February 2011. He
testified that he was the IPT coordinator but not the initial coordinator when the I[PT was
established. Mr. R2 ADMIN SUPPORT COST IPT Lead commented that the when he first
assumed his IPT responsibilities, the relations between the G8 and the R2 Project Gffice “were
strained. The various issues concerned charging fees versus accounting for expenses and billing
of customers for actual expenses. It was a very difficult problem to solve especially in light of
obligation life of various types of appropriations utilized and the vear end funding siatus.”

Mr. R2 ADMIN SUPPORT COST IPT Lead stated that he “gathered experts in different fleld
1o solve the problem™ and during the IPT was active, “significant piece of information surfaced.
A legal opimon was found concerning “Fee for Service Charges which stated the following:
“The servicing agency is permitted to charge a fee for the actual cost, or estimated cost if the
actual cost is unknown, of entering into and administering the contract and subsequent delivery
orders.” This was a critical piece of information since it provided a solution to the confusion
regarding the Economy Act.”

Mr. R2 ADMIN SUPPORT COST IPT Leadk provided the following summary of the [PT"s
deliberations and the G8's position at the end of the IPT:

“The IPT prepared a presentation to the G§ outlining an approach that would satisfy the
(8 concerns stemming from their interpretation of the Economy Act. The presentation
captured the issues, proposed solutions and inquiries. This was prepared and presented
during the Fall of 2008. The G8 responded 1o the IPT at the end of March 2009 providing
answers to all the questions. A key element of the response was the recommendation that
the R2 Office continue to pursue with the SEC the development of time tracking
software. The IPT, which included tR2, (8, and Legal, continued to meet a few more
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times to develop milestones for implementation { the G8 recommendations. The timelines
developed was for 10 months to a year. Once the milestones schedule was established the
meetings were no longer necessary. After 10 months R2 was contacted by G8 and was
told that G8’s agsistance was no longer required.”

CURRENT R2 PROJECT OFFICER, R2 Project Office, R2 Project Office

Mr. CURRENT R2 PROJECT OFFICER became the new R2 Project Officer after Ms.
Former Project Manager, R2 Project Office left CECOM. Mr. CURRENT R2 PROJECT
OFFICER testified on March 1, 2011, Mr. CURRENT R2 PROJECT OFFICER stated that he
was aware of the IR Office review of the 2 Project Office business processes and how the R2
Office was reimbursed by its customers for its operating costs. Mr. CURRENT R2 PROJECT
OFFICER stated that the “initial conclusions indicated that there was nothing wrong with our
operation, but recommended we develop a tracking system to better serve our customers. The
review did acknowledge that we had a process for reconciliation and we did return excess
funding to the customer.”

Further, Mr. CURRENT R2 PROJECT OFFICER testified that the “recommendation to
develop a tracking tool was acted upon by the R2 Office. We identified a tool but because of the
delay in the award of the new contracts our business was limited and our operating budget was
severely reduced. The new contracts were not awarded until July 2010 after about an 18 month
delay. There were other business processes we changed. We are doing functional support
agreements with our customers as opposed to a fee based reimbursable model.”

Deputy Director ACC APG, Deputy Director, Armv Contracting Command/APG-C4ISR

Mr. Deputy Director ACC APG testified on 25 February 201 1. He stated that his office,
previousty known as the CECOM LCMC Acquisition Center, had personnei that were solely
dedicated to the R2 Project Office, which had been that way since the inception of the R2 Project
Office. When the original contract was in place, his office had an entire branch dedicated to
awarding and managing the R2 Project Office delivery orders. Mr. Deputy Director ACC APG
stated that those employees did no otlier work but support the R2 Office and that there “was a
tremendous workload associated with the R2 Project Office. The dedicated employees had no
time for other efforts.”

APPLICABLE RULES AND REGULATIONS
RELEVANT FISCAL AUTHORITIES

I. The Economy Act, IS U.K.C. §1535

31 US.C. § 1535, Agency agreements

{a) The head of an agency or major organizational unit within an agency may place an order with
a major organizational unit within the same agency or another agency for goods or services if--
(1} amounts are avaiiable;

(2) the head of the ordering agency or unit decides the order is in the best interest of the United
States Government;

(3} the agency or unit te {ill the order is able to provide or get by contract the ordered goods or
services: and
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{4) the head of the agency decides ordered goods or services cannot be provided by contract as
conveniently or cheaply by a commercial enterprise.

(b} Payment shali be made promptly by check on the written request of the agencey or unit filling
the order. Payment may be in advance or on providing the goods or services ordered and shall be
for any part of the estimated or actual cost as determined by the agency or unit filling the order.
A bill submitted or a request for payment is not subject to audit or certification in advance of
payment. Proper adjustment of amounts paid in advance shall be made as agreed to by the heads
of the agencies or units on the basis of the actual cost of goods or services provided.

(¢} A condition or limitation applicable to-amounts for procurement of an agency or unit placing
an order or making a contract under this section applies to the placing of the order or the making
of the contract.

{d} An order placed or agreement made under this section obligates an appropriation of the
ordering agency or unit. The amount obligated is deobligated to the extent that the agency or unit
filling the order has not incurred obligations, before the end of the period of availability of the
appropriation, in--

(1) providing goods or services; or

{2) making an authorized contract with another person to provide the reguested goods or
Services.

{e) This section does not--

{1} authorize orders to be placed for goods or services to be provided by convict labor; or

(2) affect other laws about working funds.

2. 48 C.F.R. 15.502-3; Federal Acquisition Regulations (FAR) 17.502-2

17.502-2 The Economy Act.

{(a) The Economy Act (31 1L.5.C. 1535) authorizes agencics t cnter into agreements to obtain
supplies or services from another agency. The FAR applies when one agency uses another
agency's contract o obtain supplies or services. If the interagency business transaction does not
result in a contract or an order, then the FAR does not apply. The Economy Act also provides
authority for placement of orders between major organizational units within an agency;
procedures for such intra-agency transactions are addressed in agency regulations.

(b) The Economy Act applies when more specific statutory authority does not exist. Examples of
more specific authority are 40 U.S.C. 501 for the Federal Supply Schedules (subpart 8.4), and 40
LLS.C. 11302(e) for Government wide acquisition contracts (GWACs).

(¢) Requirements for determinations and findings.

(1) Each Economy Act order to obtain supplies or services by interagency acquisition shali be
supported by a determination and {indings (D&F). The D&F shall—

(i} State that use of an interagency acquisition is in the best interest of the Government;

{i1) State that the supplies or services cannot be obtained as conveniently or economically by
contracting directly with a private source; and

(ii1) Include a statement that at least one of the following circumstances applies:

(A) The acquisition will appropriately be made under an existing contract of the servicing
ageney, entered into before placement of the order, to meet the requirements’ of the servicing
apgency for the same or similar supplies or services.

{B) The servicing agency has the capability or expertise to enter into a contract for such supplies
or services that is not available within the requesting agency.




(C) The servicing agency is specifically authorized by law or regulation to purchase such
supplies or services on behalf of other agencies.

{2} The D&F shall be approved by a contracting officer of the requesting agency with authority
to contract for the supplies or services to be ordered, or by another official designated by the
agency head, excepl that, if the servicing agency is not covered by the FAR. approval of the
D&F may not be delegated below the senior procurement executive of the requesting agency.
(3) The requesting agency shall furnish a copy of the D&F to the servicing agency with the
request for order.

(dy Payment.

(1) The servicing agency may ask the requesting agency, in writing, for advance payment for all
or part of the estimated cost of furnishing the supplies or services. Adjustment on the basis of
actual costs shall be made as agreed to by the agencies.

(2) If approved by the servicing agency, payment for actual costs may be made by the requesting
agency after the supplies or services have been furnished.

(3) Bills rendered or requests for advance payment shall not be subject to audit or certification in
advance of payment.

{4) In no event shall the servicing agency require, or the requesting agency pay, any fee or
charge in excess of the actual cost (or estimated cost if the actual cost is not known) of entering
into and administering the contract or other agreement under which the order is filled.

3. Defense Federal Acquisition Regulation Supplement (DFARS) Subpart 217.5,
Interagency Acquisitions

217.500 Scope of subpart,

(a) Unless more specific statatory authority exists, the procedures in FAR Subpart 17.5,
this subpart, and [oDI 4000.19 apply te all purchases, except micro-purchases, made for DoD
by another agency. This includes orders under a task or delivery order contraet entered into by
the other agency. (Pub. L. 105-261, section 8§14.)

217,503 Ordering procedures.

(&) When the requesting apency is within DoD, a copy of the executed determination and
findings required by FAR 17.502-2 shall be furnished to the servicing agency as an attachment to
the order. When a Dol contracting office is acting as the servicing agency, a copy of the
executed determination and findings shall be obtained from the requesting agency and placed in
the contract file for the Economy Act order.

4. BDepartment of Defense Instruction (Do) Number 4000.19, SUBJECT: Interservice
2nd Intergovernmental Support, August 9, 1995,

DoDI 4000:19, Section 4.6.3, Payment.

4.6,3. Payment. Reumnbursements for support provided via a support agreement must be executed
with a funds transfer instrument (c.g., Military Interdepartmental Purchase Request, Job Order)
in accordance with Chapter 26 of the DoD Accounting Manual (reference (k)) and Volume 11B
of the DoD FinancialManagement Regulation (reference (13). Bills and requests for payment
associated with support provided in accordance with a support agreement are not subject to audit
or certification in advance of payment. Support agreements entered into with non-DoD Federal
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activities obligate an appropriation of the ordering activity, andpayment may be required in
advance -- adjustment of estimated amounts paid in advance shall be made, as agreed, on the
basis of the actual support provided. Fees charged for intragovernmental support provided via
contract may not exceed the actual cost or, if the actual cost is not known. the estimated cost of
entering into and administering the contract.

5. Principles of Federal Appropriations Law, Third Edition, Volumes 1, 11, and IiL,

Principles of Federal Appropriations Law, 3", Ed., Vol. IL, Chapter 6, The Augmentation
Concept

As a peneral proposition, an agency may not augment its appropriations from outside sources
without specific statutory authority. When Congress makes an appropriation, it also is
establishing an authorized program level. In other words, it is telling the agency that it cannot
operate beyond the Jevel that it can finance under its appropriation. To permit an agency to
operate beyond this level with funds derived from some other source without specific
congressional sanction would amount to a usurpation of the congressional prerogative. Restated,
the objective of the rule against augmentation of appropriations is to prevent a government
agency from  undercutting the congressional power of the purse by circuitously exceeding the
amount Congress has appropriated for that activity. As one recent decision put it;

“When Congress establishes a new program or activity, it also must decide how to finance it.
Typically it does this by appropriating funds from the U.S. Treasury. In addition to providing
necessary funds, a congressional appropriation establishes a maximum authorized program level,
meaning that an agency cannot, absent statutory authorization, operate beyond the level that can
be paid for by its appropriations. An agency may not circumvent these limitations by augmenting
its appropriations from sources outside the government. One of the objectives of these limitations
is to prevent agencies from avoiding or usurping Congress™ ‘power of the purse.”

13-300248, Jan. 15, 2004 (citations omitted).

There 1s no statute which, in these precise terms, prohibits the augmentation of appropriated
funds. The concept does nevertheless have an adequate statutory basis, although it must be
derived from several separate enactments, Specifically:

. 31 U.S.CL§ 3302(b), the "miscellaneous receipts” statute.

. 31 U.S.C. § 1301(a), restricting the use of appropriated {unds to their intended purposes.
Early Comptroller of the Treasury decisions often based the augmentation prohibition on the
combined effect of 31 U.S.C. §§ 3362(b) and 1301(a). See, e.g., 17 Comp. Dec. 712 (1911}, 9
Comp. Dec. 174 (1902).

. 18 U.S.C. § 209, which prohibits the payment of, contribution to, or supplementation of
the salary of a government officer or employee as compensation {or his or her official duties
from any source other than the government of the United States.

Principles of Federal Appropriations Law, 3" Ed,, Chapter 12(B) Interagency
Acquisitions
(23" Actual cost”™: meaning and application
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Payment under the Economy Act, whether by advance with subsequent adjustment or by
reimbursement, must be based on “the actual cost of goods or services provided.” 31 U.S.C. §
1535(b). This applics to both infra- and interagency transactions under the Act. 57 Comp. Gen.
674, 684 (1978). Unfortunately, as the decisions have pointed out, neither the statute nor its
fegislative history address the meaning of the term “actual cost.” Id. at 681.

In setling out an analytical framework, it is useful to start by recalling that agencies using the
liconomy Act must avoid the unauthorized augmentation of their appropriations. B-250377, Jan.
28, 1993, Charging too much augments the appropriations of the performing agency. B-45108,
B-48124, Feb. 3, 1955; B-101911-0.M., Apr. 4, 1951. Charging too littie augments the
appropriations of the ordering agency. 57 Comp. Gen. at 682. In connection with this latter
proposition, GAQO quickly recognized that the Economy Act legislatively abolished the prior
decisional rule that limited the performing agency’s recovery to additional costs. 12 Comp. Gen,
442 (1932).28 Once this is accepted, the approach then becomes a matter of seeking to apply the
concept of actual cost consistent with the statutory objectives and such guidance as the
[egisiative history does provide.
The following passage from 37 Comp. Gen. at 681, describes this approach:
“While the law and its legislative history are silent as to what was meant by the term
‘actual cost” . . . the legislative history does indicate that . . . Congress intended to effect
savings for the Government as a whole by: (1) generally authorizing the performance of
work or services or the furnishing of materiails pursuant to inter- and intra-agency orders
by an agency of Government in a position to perform the work or service; {2) diminishing
the reluctance of other Government agencies to accept such orders by removing the
limitation upon reimbursements imposed by prior [GAQO] decisions [footnote omitted];
and (3} authorizing inter- and intra-departmental orders only when the work could be as
cheaply or more conveniently performed within the Government as by a private source.
Thus in determining the clements of actual cost under the Economy Act, it would seem
that the only elements of cost that the Act requires to be included in computing
reimbursements are those which accomplish these identified congressional goals.
Whether any additional elements of cost should be included would depend upon the
circumstances surrounding the transaction.”

Thus, the universe of costs may be divided into required costs and what we may term
“situational” costs,

Required costs consist in large measure of direct costs—expenditures incurred by the performing
agency which are specifically identifiable and attributable to performing the transaction in
question. As stated in 37 Comp. Gen. at 682: “The Economy Act clearly requires the inclusion as
actual cost of all direct costs atiributable to the performance of a service or the furnishing of
materials, regardiess of whether expenditures by the performing agency were thereby increased.”
One element of direct cost is the salary of employees engaged in doing the work. 12 Comp. Gen.
442 (1932). This means gross compensation. 14 Comp. Gen. 452 (1934). It includes. for
example, the accrual of annual leave. 32 Comp. Gen. 321 (1953); 17 Comp. Gen. 371 (1938).
Another common clement is the cost of materials or eguipment fumnished to the ordering agency
or consumed in the course of performance. Actual cost in this context means historical cost and
not current replacement or production cost. B-130007, Dec. 7, 1956. See also 58 Comp. Gen. 9,
14 (1978). This does not necessarily have to be the original acquisition cost, however, but may
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be the most recent acquisition cost of the specific kind of item provided to the requesting agency.
B-250377, Jan. 28, 1993. Related transportation costs are another reimbursable direct cost item.
Id.

Not every identifiable direct cost is reimbursable under the actual cost formulation. An
illustration is 39 Comp. Gen. 650 (1960). The Maritime Administration was activating several
tankers for use by the Navy. In the course of performing this activity, an employee of the
Maritime Administration’s contractor was injured, sued the United States under the Suits in
Admiralty Act, and recovered a judgment which the Maritime Administration paid from an
available revolving fund. While certainly a very real cost actually incurred in the course of
performance, the judgment was not “necessary or required in order to condition the tanker for
use by the Navy” (id. at 653}, and therefore was properly payable as a judgment and not as a
reimbursable cost which could be billed to Navy.

In addition to direct costs, it has long been recognized that actual cost for Economy Act purposes
includes as well certain indirect costs {overhead) proportionately allocable to the transaction.

E g, B-301714, Jan. 30, 2004; 22 Comp. Gen. 74 (1942). Indirect costs are “items which
commonly are recognized as elements of cost notwithstanding such items may not have resulted
in direct expenditures.” 56 Comp. Gen. 275 (1977); 22 Comp. Gen. 74. Indirect costs which (1)
are funded out of currently available appropriations, and (2) bear a significant refationship to the
service or work performed or the materials furnished, are recoverable in an Economy Act
transaction the same as direct costs. 56 Comp. Gen. 275 (1977), as modified by 57 Comp, Gen.
674 (1978), as modified in furn by B-211953, Dec. 7, 1984, Examples of indirect costs include
administrative overhead applicable to supervision (56 Comp. Gen. 275); billable time not
directly chargeable to any particular customer (B-257823, Jan. 22, 1998); and rent paid to the
General Services Administration attributable to space used in the course of performing Economy
Act work (B-211953, Dec. 7, 1984).

The costs discussed thus far are those which the Economy Act can fairly be said to require. In
addition, there may be others, so-called situational costs. The discussion in 57 Comp. Gen. 674
goes on to say: '

Id. at 683, 685. For example, under the rules stated above, depreciation is normally not
recoverable, however, because it is not funded out of “[The Economy Act] is not so rigid and
inflexible as to require a blanket rule for costing throughout the Government . . . . Certainly
neither the language of the Economy Act nor its legislative history requires uniform costing
beyond what is practicable under the circumstances. This is not to say that costing is expected to
be different in a substantial number of circurnstances. We are merely recognizing that in some
circumstances, other competing congressional goals, policies or interests might require
recoveries beyond that necessary to effectuate the purposes of the Economy Act, * * * * * % % x
* “[T]he term [‘actual costs’] has a flexible meaning and recognizes distinctions or differences in
the nature of the performing agency, and the purposes or goals intended to be accomplished.”

Id. at 683, 685. For example, under the rules stated above, depreciation is normally not
recoverable, however, because it is not funded out of currently available appropriations. 72
Comp. Gen. 159, 162 (1993); 57 Comp. Gen. 674.30 However, in 57 Comp. Gen. 674, in view
of the congressionally established goal that the performing agency (the government entity which
operated Washington National and Dulles International Airports) be self-sustaining and recover
Its operating costs and a fair return on the government’s investiment, it was appropriate to include
depreciation and interest as indirect costs. The performing agency chose to deposit the amounts
so recovered in the general fund of the Treasury as miscellaneous receipts. /. at 685-86.
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Another example of permissibie situational costs is where the performing agency is funded by a
statutorily authorized stock, industrial, or similar fund which provides for full cost recovery, that
is, beyond what the Economy Act would otherwise require, and the fund’s Economy Act work is
an insignificant portion of its overall work. In such a situation, there might be sound reasons for
charging all customers alike. B-250377, Jan. 28, 1993,

While particular circumstances might authorize some indirect costs beyond what the Economy
Act requires, their inclusion in the performing agency’s charges is not required but 1s
discretionary. Failure to recover them is not legally objectionable, except in the unlikely event it
could be shown to be an abuse of discretion. B-198531, Sept. 25, 1980.

The Economy Act was intended to promote interagency cooperation, not interagency bickering
over billings. Hence, the statutory scheme emphasizes the role of agreement. It contemplates that
application of the actual cost standard in a given case should be “primarily for administrative
consideration, to be determined by agreement between the agencies concerned.” 22 Comp. Gen.
74, 78 (1942). In the interest of intragovermnmental harmony, it has been held that the Economy
Act does not require the ordering agency to conduct an audit or certification in advance of
payment. 39 Comp. Gen. 548, 549-50 (1960); 32 Comp. Gen. 479 (1953). Nor does it require
the petforming agency to provide a detailed breakdown unless the agreement provides otherwise.
B-116194, Oct. 5, 1953, Payment is authorized “at rates established by the servicing agencyso
tong as they are reported to be based upon the cost of rendition of the service and do not appear
to be excessive.” 32 Comp. Gen. at 481.

While at times actual cost can be computed with precision, the Economy Act does not require
that the determination be an exact science. Cases on reimbursable work even before the
Economy Act recognized the acceptability of a reasonable and appropriate methodology over
“absolutely accurate ascertainment” which might entail considerable burden and expense. 3
Comp. Gen. 974 (1924). As stated in B-133913, Jan. 21, 1958, “[a]s long as the amount agreed
upon results from a bora fide attempt to determine the actual cost and, in fact, reasonably
approximates the actual cost,” the Economy Act is satisfied. One methodology GAO has found
to be reasonable and “consistent with the minimum legal requirements of the Economy Act” is
billing on the basis of standard costs derived from documented costs of the last acquisition or
production. B-250377, Jan. 28, 1993 (containing a detailed discussion); GAO, Jran Arms Sales:
DOD’s Transfer of Arms to the Central Intelligence Agency, GAO/NSIAD-87-114 {Washington,
D.C.: Mar. 13, 1987), at 8.

There are limits, however, and the “methodology” cannot be totally divorced from the
determination or reasonable approximation of actual costs. Thus, a cost allocation in which some
customers are paying excessive amounts and effectively subsidizing others is improper. 70
Comp. Gen. 592 (1991). So is an allocation based on the availability of appropriations (B-
114821-0O.M., Nov. 12, 1958), or a per capita funding arrangement not related to the goocis or
services acmally received (67 Comp. Gen. 254, 258 (1988)).

Agencies may waive the recovery of small amounts where processing would be uneconomical.
An agency wishing to do this should set a minimum billing figure based on a cost study. B-
156022, Apr. 28, 1966, The case for waiver is even stronger when the account to be credited
with the payment is no longer available for obligation. See B-120978-O.M., Oct. 19, 1954.
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AGENCY DISCUSSION
Sammarized Army Findings
After review and analysis of all available evidence pertinent to the six OSC referred allegations,
the Army determined the merits of these allegations as detailed below. Note, that Allegations and
1 and 2 as well as Allegations 3 and 4 are paired, respectively, given that the evidence is
applicable to both allegations but is presented once for each of the paired allegations in order to
avoid duplication of essentially the same discussion under each allegation.

OSC-Referred Allegation 1. The R2 Project office does not return to customers any
unused portions of its fee as required by the Economy Act (15 U.S. C. 1535). The
whistleblower stated that although the Ecenomy Act permits a federal agency to pay to
another agency in advance for goods and services, there is a requirement that the preper
adjustment of amounts paid in advance shall be made on the basis of the actual cost of
goods or services provided. Because the R2 Project Office does not track individual
customer expenses, if is unable to determine the actual cost of the goods or service provided
to each client individually and as a result is unable to return unused customer funds as
reqguired by the Economy Act.

OSC-Referred Allegation 2. The R2 Project Office’s failure to return unused client fees
constitutes an improper augmentation of its own budget. Allegedly, in FY 2007, the R2
Project Office collected or carried over fees frem previous years’ fees totaling nearly $21.47
million but enly had expenses of $13.78 million. Further, this nearly $8 million surplus
grew to an estimated $10 ~ $14 million in 2008. Instead of returning the surplus to clients
as required by the Economy Act, the excess funds remain in the R2 Office operating
account and are available to be used during subsequent fiscal years. As a result, the R2
Project Office is impermissibly augmenting its budget in violation of Federal
appropriations law.

Both Allegations 1 and 2 were unsubstantiated.

The allegations posed above relate to the subject of Reimbursable Order Processes. The 10
found that this allegation was not supported by any evidence, and was in fact contradicted by the
evidence presented. As the evidence bears out, the R2 Office was entirely financed by customer
fees. The R2 Project Office, as a service organization, was funded as a reimbursable entity (i.e.,
the R2 Office was not appropriated funding directly by Congress.) The CECOM Life Cycle
Management Command had published a Memorandum for Record, dated 14 December 2004,
which summarized existing statutory and regulatory guidance and discussed proper procedures
for reimbursable relationships [TAB K}. This Memorandum was prepared by the CECOM
Deputy Chief of Staff for Resource Management Office (G-8) and signed by the CECOM Chief
of Staff. The Memorandum discusses existing policy, augmentation, and proper reimbursable
procedures. Under paragraph 4, Proper Reimbursable Procedure [TAB K, page 3], guidelines
are provided for the acceptance of funds, management of funds, transfer of charges, notification
of funding needs, and return of excess funds as required.

Under an appropriation bill or continuing resolution authority (CRA), prior year appropriations
may be carried over into the new Fiscal Year (FY) as long as that appropriation is not expiring.
Research, Development, Test and Evaluation (RDT&E) and Other Procurement, Army {(OPA)
are multiple year appropriations. Operations and Maintenance, Army (OMA) funds are one year
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appropriations requiring the funds to be expended in the year of execution. OMA funded
customers are required to provide new (current vear) funds to performing agencies each fiscal
vear for services performed in that FY. The 10 found that the R2 Office used carry-over funds to
cover costs for the following FY requirements.

In order to determine if the R2 Office appropriately carried over client fees, an order by order
audit should have been requested and conducted. The CECOM IR conducted a review (not an
inquiry or audit) of a random sample of R2 FY 2007 contract obligations. The CECOM IR
reviewed the associated R2 Office reimbursable rates by evaluating fees and services provided
by the CECOM Legal and Acquisition Offices in support to the R2 Office. The CECOM IR
review stated:
“We randomly sampled ten FY 2007 contract obligations and their associated
reimbursable rate fees from the R2 database totaling about $39 million and were able to0
identify all of those obligations and fees in the Army Standard Operations and
Maintenance Army Research and Development Systems (SOMARDS) (accounting) or
Mechanization of Contract Administration Services (MOCAS) systems. In addition, we
examined the R2 legal and acquisition expenses paid during FY 2007 and were aiso able
to accurately identify those expenses in SOMARDS. As a result, we are confident the R2
Project Office is accurately accounting for incoming funds and operating expenses.”
[TAB G-1, page 4.

Therefore, the 10 concluded that in his professional judgment, the approach taken by the
CECOM IR to review a sample of customer orders from FY 2007 was a reasonable approach for
thetr review.

The supporting evidence reviewed as part of this investigation substantiates the R2 Office had
appropriate mechanisms in place to understand their workload and operating expenses and used
appropriate accounting principles to mitigate the risk of a violation occurring. However, though
an inquiry or complete audit hias not been performed, I find that the use of a random sample fora
review is 4 sound and reasonable approach. Nevertheless, the IO commented that “{i]f a point of
criticism could be levied, the CECOM IR, understanding the full breadth of appropriations the
R2 Office dealt with, should have ensured their random sample contained at least one sample of
each appropriation type for their review. The CECOM IR report should have amplified the types
of appropriations reviewed in the results paragraph to give the independent reader a more
complete understanding of the review effort.” Though [ agree with the IO’s assessment, 1, find
that the random review conducted was reasonable and adequate upon which to base a conclusion
that the appropriate accounting principles were in place.

Therefore, the evidence reflected that the R2 Office returned unused client fees for expiring
appropriations. Client fees reimbursed by multi-year appropriations were carried over to pay for
services that continued into the next fiscal year such as contract administration. Funds were
managed i accordance with Army Regulation 37-100 as testified to by (Former) Team Lead
Program Analyst R2 office. Funds received by the R2 Office were accepted either as direct cite
or reimbursable. Direct Cite funds were obligated on contract. The reimbursable funds were
utilized to pay for services rendered by the R2 Office. Incoming customer reimbursable orders
were independently reviewed by the CECOM LCMC Resource Management Directorate,
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Management Accounting Branch. Personnel in the Management Accounting Branch established
the Job Order Accounting Number (JOAN) in SOMARDS, the Army’s financial accounting
system. The expiration date of the incoming custorer order determined the expiration date of the
JOAN as dictated by the obligation life of the appropriation. A separate JOAN was established
each incoming reimbursable order. At times, the R2 Office managed over 2000 JOANSs.

Lastly, I am in agreement with a conclusion reached by 10 CECOM 15-6 10 (3), and I, too
believe there is no need for the Army to have conducted an audit by the Army Audit Agency or
other body even for a single fiscal year. Since up this point in time, there have been three
assessments into the R2 Project Office procedures the (Initial AR 15-6 investigation undertaken
by 10 CECOM 15-6 10 (2), the Army CID, and the investigation undertaken by 10 CECOM 15-
6 10 (3)), each leading to the conclusion that ne violations of the Economy or Anti-deficient Act
occurred, the usefulness of this exercise is highly questionable.

OSC-Referred Allegation 3. A memorandum purportedly written in 2008 by Mr. CECOM
G8 (Retired)CECOM G8 (Retired), the CECOM LCMC G8 Officer, acknowledging the
need fo track individual customer expenses to ensure compliance with the Economy Act,
was provided by the whistleblower to OSC. No action has been taken to implement such a
tracking systeni. 1

OSC-Referred Allegation 4. The R2 Project Office’s failure to track individual customer
expenses or implement a tracking system for customer expenses constitutes a failure to
comply with the Economy Act and gross mismanagement on the part of CECOM LCMC,

Both Allegations 3 and 4 were unsubstantiated.

In order to address the merits of the above related allegation, it is important to note that we
must rely on those with the most direct knowledge of the R2 Project Office processes to provide
a factual basis to determine whether these allegations have been substantiated. In the instant case,
both Ms. Former Project Manager, R2 Project Office and Ms. (Former) Team Lead Program
Analyst R2 office and not Mr. CECOM G8 (Retired) are the subject matter experts on this issue.
However, the 10 interviewed all three individuals.

In 2008, Mr. CECOM G8 (Retired) was the CECOM LCMC G8 Director.' In that position,
his job was to advise on overall fiscal for all of CECOM. He did not work with individual
contracts or programs as his role addressed individual budgetary impacts and policies for the
entire Command. His statement that there was a need to track individual customer expenses to
ensure compliance with the Economy Act does not reflect knowledge of the R2 Program office
or administration of the R2 Program costs. At that time, Mr. CECOM G8 (Retired) was not in
the best position to be aware of the specific cost tracking mechanisms that were implemented at
the time on the R2 contract. Mr. CECOM G8 (Retired)'s statement that R2 cost tracking systems
did not exist at the time reflects his lack of awareness and knowledge on the R2 program. It was

13 In its 30 November 2010 transmittal to the Secretary, OSC provided a copy of U.S. Army CECOM Life Cycle
Managemen: Command, Draft Report 4-A-08, May 7, 2008, by. CECOM IRAC Evaluator and CECOM IR Lead
Evaluator, and Draft Response, by CECOM G8 (Retired), G-8. [TAB'B].

“ Though CECOM G8(Retired)retired from Government service in 2009, he was interviewed by the 10 on 15
February 2011 and 9 October 2012,

35



not Mr. CECOM G8 (Retired)'s responsibility to have any level of detail in this area on the R2
program.

On the other hand, in 2008, Ms. Former Project Manager, R2 Project Office was the R2
Program Manager. She was in the best position to have personal knowledge of the cost tracking
systems in place to track reimbursable funding coming into the R2 office as well as hours
associated with performance of the administrative functions on the contract. In her position, she
would be aware of all implementing systems and be able to best explain their function. The level
of detail she provided to the [O with respect to IDS and the use of SOMARDS reflects
knowledge of these systems and rebuts any statements made by others outside the program
inferring that cost tracking systems did not exist. A discussion of these details follows.

The sworn statements of Former Project Manager, R2 Project Office and Ms. (Former) Team
Lead Program Analyst R2 office of the R2 Project Office coupled with the work conducted by
the CECOM Internal Review demonstrates that the R2 Project Office did in fact have an
established process to track individual customer expenses that ensured compliance with the
Heonomy Act. Ms. Former Project Manager, R2 Project Office and (Former) Team Lead,
Program Analyst R2 Office statements show that the Project Office accepted funding through the
Military Interdepartmental Purchase Request (MIPR) process and that cach MIPR was properly
annotated by the customer providing the funds with the required Economy Act statement. The IO
noted that “Funds received were categorized as Direct Cite or Reimbursable and as stated in Ms.
Former Project Manager, R2 Project Office’s testimany was generally provided by separate
funding documents. Upon receipt, the Project Cffice assigned a Job Order Account Number
(JOAN). The reimbursable JOANs were used to cover the expenses of the R2 Office for
providing the service while the Direct Cite JOANs were obligated on contract to acquire the
product or services requested by a particular customer.”

The 10 commented that based on the gathered evidence, he recognized that a critical aspect of
the R2 Office is Electronic Contract Business System (ECBS) also referred to as the Integrated
Data Environment (IDE). The ECBS is a Business Intelligence tool containing different modules
to track the work of the various areas ~ business development, pre-award, post-award, closeout
and budget. The ECBS was able to track the MIPR number, the JOAN number, date, amount
and what task order the direct cite work was placed on and what the JOAN was used against. The
IO was impressed by Ms. Former Project Manager, R2 Project Office’s testimony that “The IDE
was the pulse of the organization. It contained different modules to track the work of the various
areas-business development, pre-award, post-award, closeout and budget.. For each of these
areas, there were SOPs, a to-do list which appeared for each employee, and clean up reports to
check on data integrity. The IDE was used 24/7 by our customers and the R2 staff. It was the
key to efficient management of such a large program.” Further, Ms. Former Project Manager,
R2 Project Office went on to state that during her time in the R2 Project Office there were
approximately 3 green belt projects and 1 black belt project to improve the efficiencies of the
internal processes. =

"5 Green Belt projects and Black Belt projects refers to the Army's Lean Six Sigma program analysis designed to
increase productivity or reduce errors which was in effect at the time in question.
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Ms. Former Project Manager, R2 Project Office further stated to the 10 that “The IDE was
used to track all of our expenses. The IDE allowed the budget team to track the MIPRs when
they came in. It identified which task order the money would be placed on (direct cite) and what
R2 expense the money was allocated against (reimbursable JOAN).” As illustrative of Ms.
Former Project Manager, R2 Project Office’s detailed knowledge of the workings of the R2
Office, Ms. Former Project Manager, R2 Project Office provided the IO with an information
paper reciting the history of the R2 ECBS. That information paper is quoted below:

The R23G Project Office is a CEOCM organization chartered by the CECOM DCG to
manage the R2 suite of contracts. In order to manage the large number of customer
requirements and warded task orders the R2 Electronic Contract Business System
(R2ZECBS) was developed. The tool provides the ability to: 1) Monitor and maintain all
contract actions and task order requirements; 2) Serve as a repository of all
documentation pertaining to contractual actions as well as internal office documentation;
3) Store and monitor Program Office financial matters through a budget application; and
4) Execute reports on all aspects of the organization. The tool was developed to expedite
the task award process and ensure visibility of all contract actions.

The first generation of the RZECBS was developed in Domino by EDS (contractor) in
1998 for the first generation R2 Contracts,

In 2003, the second version was built in Domino by EDS for the second generation of R2
Contracts. In 2006 work began on the second generation system to convert the
application from Domino to SQL and SharePoint. This conversion was performed by a
contractor, Banc3.

In 2008, the third revision of the R2ZECBS started development in anticipation of the R2
third generation contracts. In 2008 the third revision was brought on line with known
issues and the Bane3 contact was not renewed. In 2009, development and remediation
was transferred to Viatech contractors under a CECOM Software Engineering Center
(SEC) contract and in 2010 further transferred to CECOM SEC Government employees
matrixed to the Rapid Response Project Office. This Government team is now conducting
sustainment of the existing R2ZECBS system.

Sustainment includes addressing issues with the system as they arise and performing
security and performance updates as mandated to meet DoD) requirements. The RZECBS
web application is used by the R23G Project Office, Army Contracting Command-APG,
CECOM Legal, R23G Prime Contractors, and all customers.

The current R2ZECBS tool provides the office with the ability to view complete task history
including all documentation, correspondence, and budget information. It integrates contractual
actions with budget information and documentation, ensuring that all funding documents are
accounted for and tracked to their respective task order/modification. It also maintains and
associates task documentation to each contract action. Files associated with specific actions are
held and accounted for per action, enabling streamlined tracking and efficient document retrieval
when necessary.

The tool also includes the R2 budget application which tracks the R23G internal budget. The

tool tracks incoming reimbursable fee down to each individual funding document and also tracks
all outgoing expenses. Expenses paid from R2 Office fee is linked to the fee received allowing
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for full accountability of funds from receipt as fee to payment towards an expense. The budget
application also provides detailed reporting capabilities.”

To put the above comments into perspective, the 1O stated that he was particularly impressed
with Ms. Former Project Manager, R2 Project Office’s testimony that from her perspective,
“There is no doubt in my mind that the system was the best tool available. My perspective is that
it was sufficient to meet the requirements of the Economy Act and gave appropriate control and
also appropriate insight into the expenditures of the program. The IDE was a tremendous tool
that allowed us to tract all the financial information and all of the contracting actions.”

Ms. Former Project Manager, R2 Project Office further explained to the IO that the IDE was
used to track all expenses and MIPRs. The IDE also identified which task order the money
would be placed on and what R2 expense the money was allocated against (reimbursable JOAN).
The IDE met the requirements of the Economy Act and gave appropriate control and insight into
the expenditures of the program. Thus, the IO appropriately concluded in his investigation that a
process to track incoming funds was in place and adhered to in terms of setting up individual
accounts. Moreover, the R2 Office was conscious of FY carry over and adjusted their operating
principles based upon input from the CECOM G-8.

The 10 found that the R2 Project Office tracked and reported expenses on a quarterly basis.
On 7 July 2008, a Memorandum for Record was published to the R2 Project Office regarding 4"
Quarter Administrative Support Costs. [TAB L]. The memorandum states in paragraph 2: “Asa
result of the 4" Quarter review of the R2 Project Office overhead, the amount of fee to be
collected will be reduced. As of this notice, but no later than, 7 July 2008, please begin
collecting .5% on all new tasks and existing contracts for the remainder of the fiscal year.” The
memorandum also goes on to address expiring funds in paragraph 5. The evidence here shows
the R2 Office was concerned with FY carry over and would adjust their operating principles
based upon input from the CECOM G-&.

Further, the IO cited that the CECOM IR draft report under Paragraph B, Results, states “We
randomly sampled ten FY 2007 contract obligations and their associated reimbursable rate fees
from the R2 database totaling about $39 million and were able to identify all of those obligations
and fees in the Army Standard Operations and Mainienance Army Research and Development
Systems (SOMARDS) (accounting) or Mechanization of Contract Administration Services
(MOCAS) systems. In addition, we examined the R2 legal and acquisition expenses paid during
FY 2007 and were also able to accurately identify those expenses in SOMARIDS. As a result, we
are confident the R2 Project Office 1s accurately accounting for incoming funds and operating
expenses.” It is noteworthy 1o state that given that the IO is also CERDEC’s Deputy Director,
he was ideally suited to be the 10 in the instant investigation and provided some insight into his
expert knowledge on the day to day workings of the R2 Office when he described the mechanics
of the SOMARDS/MOCAS systems in his ROL Briefly, he explained that SOMARDS is a
comprehensive accounting system designed to serve as the standard system for all Army
Material Command major subordinate commands, including CECOM. On the other hand, under
the MOCAS Data Sharing Initiative, contractors are provided with data extracts twice a month.
The data is in an clectronic format and reflects contract deliveries, payments, obligations,
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modifications, and similar data. MOCAS is a disbursing system.'® The IO concluded by stating
that “[c]learly, a process to track incoming funds was in place and adhered to in terms of setting
up individual accounts.”

Based on the above evidence, the IO concluded in his report that:

“The R2 Project Office was able to track workflow of the office and had an appropriate tool to
assist with the management of the office. The supporting evidence reviewed as part of this
investigation substantiates the R2 Office had appropriate mechanisms in place to understand
their workload and operating expenses and used appropriate accounting principles to mitigate the
risk of a violation occurring. Based on the randomly sampled ten FY 2007 contract obligations
and their associated reimbursable rate fees...it is my professional judgment that no violation of
the Economy Act occurred.”

The 10 also concluded that based on the randomly sampled ten FY 2007 contract obligations and
their associated reimbursable rate fees , it was his professional judgment that the “approach taken
by the CECOM 1R to review a sample of customer orders from FY 2007 was a reasonable
approach for their review” and there was no violation of the Economy Act.

As reflected by these witnesses” testimony as well as the other documentary evidence gathered
during the investigation, the 10 found it persuasive and abundantly evident that the R2 Office
had appropriate mechanisms in place to understand and track their workload and accurately
account for incoming funds and operating expenses. Moreover, the R2 Project Office used
appropriate accounting principles to mitigate the risk of a fiscal violation. Lastly, the [0
concluded that a random sample of ten FY 2007 contract obligations and their associated
reimbursable rate fees showed that no fiscal violations occurred. In summary, the 10 found that
the R2 Project Office had an established process to track individual customer expenses that
ensured compliance with the Economy Act.

Based on the above evidence in toto, I agree with the 10 that the R2 Project Office was able to
track workflow of the office and had an appropriate tool to assist with the management of the
office. The supporting evidence reviewed as part of this investigation substantiates the R2

% The IO further explained that “SOMARDS is a comprehensive accounting system designed to serve as the
standard system for all Army Material Command major subordinate commands. The system is used to account for
appropriated funds, such as Operations Maintenance Army (OMA}, Research and Development (R&D?,
Procurement and other miscelianeous types of funding. SOMARDS allows for the electronic input of
documentation into the accounting system for committing and obligating funding. Various fransaction codes allow
for the processing of commitments and obligations into the accounting system. Data can be extracted electronically
and reflects execution of funding at various levels. Execution data; to include commitments, obligations, expenses,
and disbursements can be extracted 4t the document level detail as well as Element of Resource (EOR). The
Element of Resource (EOQR) is a four-digit code, which identifies the type of resource being employed or consumed
(such as military personnel, civilian personnel, travel of personnel, utikities and rents, and communication). This
information is used for the liquidation or close out of each document within the accounting system. Data can also be
extracted at the army management structure (AMS) code level to determine whether or not there are any reporting
issues such as over obligations and over disbursements, Under the MOCAS Data Sharing Initiative, contracters are
provided with data extracts twice a month, The data is in an electronic format and reflects contract deliveries,
payments, oblipations, modifications, and similar data. Contractors can use this data in several ways to improve the
payment process and to expedite confract closeout. MOCAS is 4 disbursing system.”
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Office had appropriate mechanisms in place to understand their workload and operating expenses
and used appropriate accounting principles to mitigate the risk of a violation occurring. I find
that based on the randomly sempled ten FY 2007 contract obligations and their associated
reimbursable rate fees, there was no violation of the Economy Act.

OSC-Referred Allegation 5. My. Director CECOM IRAC Office, the Head of the CECOM
LCMC Internal Review office, has not officially issued the Draft Report 4-A-08 which
would have revealed the Economy Act violations and expense tracking problems within the
R2 Project Office.

This allegation is only partially substantiated in that Mr. Director CECOM IRAC Office did not
publish a “final” or “formal” report. However, he issued what he and others considered to be an
“informal” final report to the customer, thus, he was in compliance with the governing regulatory
requirement of AR 11-7.

An exit briefing was provided to Mr. Director LRC(Retired) in March 2008, including the results
of the IR Review, and recommendations to the LRC directors and the CECOM G8. The (38 non-
concurred with the IR recommendations. The G8 felt that it was necessary for the R2 office to
document actual expenses incurred for each customer and charge each customer accordingly. Mr.
Director CECOM IRAC Office stated that because of the IPT s efforts, he never issued a
“formal” final report. However, he stated that the e-mail he sent to Mr. Director LRC(Retired) on
21 August 2008 became the “informal” final report to Mr. Director LRC(Retired), the customer.
Director CECOM IRAC Office stated that he did not think that Mr. Director LRC(Retired)
“liked my answer (I had reiterated what CECOM G8 (Retired) had provided me with his
response to our recommendations). But at least Mr. Director LRC(Retired) knew what his R2
Office had to do to be in compliance with the Economy Act.” Mr. CECOM G8 (Retired) had
been concerned with the calculations of the fees being charged to the customer which Mr.
CECOM (8 (Retired) thought was fine to estimate how much to charge a customer in the
beginning but you would still have to calculate how much it cost you to do the work for a
particular contract and then go back to the customer and reconcile the final fee. Mr. Director
CECOM IRAC Office thought would be solved by introducing a new software system to
determine those calculations. AR 11-7 indicates that a final report can be released through
informal communications and Mr. Director CECOM IRAC Office considered the e-mail traffic
to constitute sufficient informal means of transmitting the final report. Also, Mr. Director
CECOM IRAC Office stated that it is not unusual for his office not to issue final reports and just
issue draft reports.
Mr. Director CECOM IRAC Office stated that regarding the “informal” final report that
he issued to Mr. Director LRC(Retired), Mr, CECOM IRAC Lead Ivaluator:
“probably never realized that the email served as our final report. Also, it was or policy
(from my previous director) that all reports would be issued to the customer who
requested the review. It never went any higher unless there were major issues. I didn’t
feel that the results of our review were major. Paragraph 5-2 of AR 11-7 (dated Oct 2007)
states ‘Different forms of reports include formal written reports, memorandum, briefing
slides, or other presentation materials’ while paragraph 5-2b states ‘The purpose of
review reports are to (1) Communicate the results of reviews to those charged with
governance, the appropriate officials of the review entity, and the appropriate oversight
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officials.” Mr. Director LRC(Retired) was the appropriate official of the reviewed activity
while Mr. CECOM G838 (Retired) was the appropriate oversight official when it came to
funding polices. Periodic updates from May 2008 through July 2009 were provided to the
CECOM Chief of Staff at the time of the review. Also, | informed, the AMC IR Director
that my office had been working on a review of the R2 Office. In hindsight, if we were to
do this réview again, | would make sure that I and the IR team mef with the Director of
(8 during the fieldwork phase of the review and get her viewpoints/decisions when it
came to charging a flat percentage fee. [ would also research other audits that covered the
same subject to determine if there were any precedents already established.” {4 October
2012).

However, given the above events, though the IO determined that the IR office did not issue a
final report, based on all of documentary and testimonial evidence gathered during his
investigation and as detailed below in the discussion that follows, | agree with the 10°s
conclusion and recommendation that given the issues which surfaced during the Internal
Review’s review of the R2 Project Office business processes and the subsequent work
undertaken by the affected stakeholders who comprised the Internal Process Team (IPT) (the R2
Project Office, CECOM G-8, CECOM Legal, CECOM Acquisition Center, and CECOM
Software Engineering Center) to “earnestly” work to address those issues , they used as their
foundation the recommendations by the CECOM Internal Review and CECOM G-8 to improve
the R2’s calculations of actual costs. Therefore, I adopt the I0’s conclusion and recommendation
that “the intended cutcomes of the Internal Review’s Draft Report findings and
recommendations were being acted upon and the Draft Report with G-8 comment should stand
as the final report.”

The CECOM IR Office conducted neither an inguiry nor audit. The CECOM IR was asked
to conduct a review of the R2 Project Office focusing on R2’s methodology and compliance with
setting reimbursable rates and how incoming funds for the R2 Office are allocated against costs.
The review was initiated at the request of Director LRC(Retired), Director of the CECOM
Logistics and Readiness Center (LRC) at that time. The objectives of the review were provided
by Mr. Director LRC(Retired) through Ms. Sandra S. Former Project Manager, R2 Project
Office, Chief of the R2 Project Office, for communication with the CECOM IR Office and set
the conditions in terms of the review’s objectives [TAB M].

This Draft Report did not indicate at any time that the R2 office was in violation of the
Economy Act with its process for reimbursable costs. This is further substantiated in the Exit
Briefing, the draft CECOM IR Final Report, and the Army Audit Agency (AAA) Report on Flat
Fees for Contracting and Contract Management Services. Each document referenced reinforces
that the CECOM IR was conducting a review. This is stated on the Background slide [TAB N]
of the Exit Briefing [TAB NJ; under the Authority, Background, Objectives, and Scope and
Methodology paragraphs, paragraphs 1, 2, 3, and 4 respectively, on page 2 of the draft Final
Report {TAB G-1], and the Executive Summary of the AAA Report [TAB O].

As there was no inguiry or audit, there are no findings within the evidence which suggests there
was a violation of the Economy Act or the Anti-Deficiency Act. Two specific results were
summarized in the Exit Briefing: (1) R2 is in compliance with current CECOM LCMC SOP
(emphasis added: Standard Operating Procedures)/Guidance; and (2) The R2 Project Office is
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properly accounting for all incoming funds and operating expenses. These results are stated on
pages 6 and 7 respectively of TAB N. Evidence within the draft Final Report substantiates this
further. Paragraph 5.B results state: “We determined that the R2 Project is properly accounting
for all of its incoming funds and operating expenses.” [Page 4 of TAB G-1]. Additionally, the
report had four recommendations contained in the exit briefing to Mr. Director LRC(Retired), (4
April 2008) [TAB N] which are discussed below.

The IO discussed in detail the internal review processes applicable to IR reviews and found
that the Internal Review Office fully complied with those regulatory requirements. Generally, in
accordance with Army Regulation (AR} 11-7, Army Internal Review Program, [TAB P], the
Internal Review Office must issue reports communicating the results of completed reviews. The
written draft report and the exit briefing both communicated the findings to the concerned
parties,

The CECOM Internal Review Office complied with AR 11-7 dated October 26, 2007.17
[TAB P]. The CECOM IR review was not terminated at any point in time other than at the close
or conclusion of the effort. AR 11-7 sets the conditions regarding planning the review;
supervising the staff; obtaining sufficient, competent, and relevant evidence; and preparing
review documentation. The review was initiated at the request of Director LRC(Retired),
Director of the CECOM Logistics and Readiness Center {(LRC) at that time. The objectives of
the review were provided by Mr. Director LRC(Retired) through Ms. Former Project Manager,
R2 Project Office Chief of the R2 Project Office, for communication with the CECOM IR Office
and set the conditions in terms of the review’s objectives. The IR evaluators assigned were Mr.
Michael J. CECOM IRAC Lead Evaluator and Mr. Daniel T. CECOM IRAC Evaluator. Messrs.
CECOM IRAC Lead Evaluator and CECOM IRAC Evaluator conducted their field work
between January 22, 2008 and March 18 2008. On March 28, 2008, an Exit Briefing (emphasis
added: an Exit Conference by AR 11-7 standards) was conducted with Mr. Director
LRC(Retired), the initiator of the study effort. The Exit Briefing covered: Background;
Guidance; Methodology; Objective; Results; and Recommendations.

Four Recommendations were offered for consideration:
a. Recommendation #1 ~ Obtain DCSRM (emphasis added: Deputy Chief of Staff,
Resource Management) approval in writing for the R2’s customer reimbursable rate;
b. Recommendation #2 — Obtain CECOM LCMC {emphasis added: Life Cycle
Management Command) Legal opinion to suppert R2’s use of percentage rate;
¢. Recommendation #3 — Obtain CECOM LCMC Legal opinion on the amount of funds R2
can carryover from FY to FY;
d. Recommendation #4 — Consider discontinuing the SEC (emphasis added. Software
Engineering Center} R2 fee model study.

In addition to the Exit Briefing, the CECOM IR stated a Final Report would be published in the
April 2008 timeframe. A draft final report was released 7 May 2008 authored by Mr. CECOM
IRAC Lead Evaluator and Mr. CECOM IRAC Evaluator for review and comment. Several
versions of the draft report were written beginning with a report which effectively was a
summarization of the CECOM IR effort in outline form (dated 22 February 2008.) [TAB G-2].

" The October 26, 2007 version was the version operative during the time of the review in question. AR 1107 has
since been revised and was superseded by versions dated July 15, 2001 and its current version dated June 22, 2011
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This initial draft was reviewed by Mr. Director CECOM IRAC Office and recommendations
for improvement were suggested in terms of information depth, suggested actions, grammatical
and format structure over several draft reports in successton (18 March, 20 March and 27 March)
[TAB G-3, G-4, and G-3] leading up to the release of the final draft report. Review of these
documents suggests Mr. Director CECOM IRAC Office’s did not influence the writers’
perspective on their findings nor was there any indication/documentation discovered that would
indicate the authors had issues/concems with the recommended changes. [TAB J-3, 4 October
2012]. The evidence suggests no issues or non-concurrences were identified with the initial
review objectives, scope and methodology of the review, nor the results presented. The issues at
play are the Suggested Actions (specific recommendations) for the CECOM G-8.

With respect to the CECOM IR Report titled “Review of the Rapid Response Project Office
Reimbursable Rate Process”, Report 4-A-08, dated 7 May 2008 [TAB (3-1], it was authored by
Mr. CECOM TRAC Evaluator, Internal Review Evaluator, and, Mr. CECOM IRAC Lead
Evaluator, Senior Internal Review Evaluator. The report approver would be Mr. Director
CECOM IRAC Office, Director Internal Review Office. The CECOM IR review was focused
on two objectives: (1) Determine R2’s process for setting customer reimbursable rates; and (2)
Evaluate R2’s accounting of its incoming funds and operating expenses. The results can be
found on pages 3 and 4 of TAB G-1. Summarizing, the CECOM IR found that beginning in the
second quarter of FY 2007 the R2 Project Office switched to charging its customers a .5%
reimbursable rate. The result of the switch was based on an internal R2 audit that determined the
R2 Office may have excess funds compared to their planned financial requirements. In
conclusion the CECOM IR agreed with the R2 Project Office charging a percentage rate.
Regarding the accounting of funds and operating expenses, the CECOM IR determined the R2
Office was properly accounting for all of its incoming funds and operating expenses.

It is interesting to note that both Mr. CECOM IRAC Lead BEvaluator and Mr. CECOM IRAC
Evaluator raised concerns regarding potential Economy Act violations in their sworn statements,
both of which were dated 19 January 2011. [TABS H-1 and I, respectively]. No references to
other violations, Anti-Deficiency Act in particular, were raised in Mr. CECOM IRAC Lead
Evaluator’s or Mr. CECOM IRAC Evaluator’s statements. Mr. Director CECOM IRAC Office
also raised concerns regarding potential Economy Act violations in his Sworn Statement dated
13 January 2011. As such, the evidence reviewed suggests no difference of opinion between the
principle reviewers, Messrs. CECOM IRAC Lead Evaluator and CECOM IRAC Evaluator and -
their supervisor . '

The evidence reviewed suggests at the time of the Internal Review draft Final report, there
were no concerns with Economy Act violations based on the review of the sample data.
Furthermore, the follow-on efforts of the Integrated Product Team and actions put in place to
account for the R2 Project Office don’t indicate concerns either. There is no evidence presented
which addresses the obvious question to ask which is why in 2011 could sworn statements raise
concern with Economy Act violations if all the IPT members, and in particular the CECOM IR,
concluded in 2008 that there were none?”

Nonetheless, AR 11-7, paragraph 5-12a states “Providing a draft report with findings for

review and comment by responsible officials of the reviewed entity and others helps the
evaluators develop a report that is fair, complete, and objective.” Paragraph 5-12e goes on to
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state “When the reviewed entity’s comments are inconsistent or in conflict with the report’s
findings, conclusions, or recommendations or when planned corrective actions do not adequately
address the evaluators recommendations, the evaluators should evaluate the validity of the
reviewed entity’s comments. If the evaluators disagree with the comments, they should explain
in the report their reasons for disagreement. Conversely, the evaluators should modify their
report as necessary if they find the comments valid and supported with sufficient, appropriate
evidence. [TAB PL

The 10 grappled with the concerns that had been expressed by the CECOM G-8 with respect
to the draft report’s comments findings and conclusions and carefully analyzed what the G-8 had
provided by way of feedback to the IR Office and how CECOM G-8 attempted to reconcile its
concerns with the position taken by the CECOM Legal Office. To that end, the 1O focused on the
G-8’s comments to the IR draft Final Report. The following is extracted from the draft Final
Report and provides the G-8’s position relative to the draft Final report’s concluding portion
entitled “Suggested Action for the G-8":

“Suggested Action for the G8:

Action 7A: Approve in writing the R2 Project Office charging their customers a percentage
as a reimbursable rate. This methodelogy is based on actual and real time workload which is a
more exact methodology than any other fee reimbursement scenario that has been reviewed. The
R2 Office should conduct quarterly reviews of their financial posture and determine if a rate
adjustment is deemed necessary. The quarterly review process would bring both the R2 Project
~ Office and the G-8 in compliance with the intent of the CECOM LCMC SOP on reimbursable
rates.

Command Comments and Action Taken:

(-8 non-concurs on Action 7A.

The Economy Act (31 U.S.C. Sec. 1553 (b)) states that agencies are required to recover the
actual cost of goods and services provided. The level of effort should be specifically identifiable
to the customer order. While the Economy Act requires the recovering of the actual costs, it
provides some flexibility on how costs should be recovered. Whether the estimating method is
per hour or percentage of sales, actual costs must be recovered. The method used would not
require written approval from the G8.

A review of the financial posture and a rate adjustment would not be necessary since the orders
should be adjusted to the actual cost of the customer order when completed. If collections were
more than the actual costs, the excess should be returned to the customer; if the reverse were
true, the customer should be contacted to obtain more funding.

The G8 would recommend the SEC Fee Model Study be continued with the idea of tracking
actual costs of the customer to the fees being charged. With the development of such a model, it
should serve to minimize the effect of any additional workload requirements and provide a tool
to monitor and support future admin support charge computations.”
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The 10 provided the following assessment of the G-8’s position relative to the draft Final
report’s concluding portion entitled “Suggested Action for the G-8™

“Tt is reasonable to conclude the G8 non-concurrence was based on mandating a method in
writing for the R2 Office to use. Professional judgment comes into play. Professional judgment
represents the application of the collective knowledge, skills, and experiences of all personnel
involved in this case, the CECOM G8, CECOM IR, CECOM Legal, and the R2 Project Office.
Various methodologies or techniques exist in cost estimating.

No matter what the estimating technique, the program manager in this case the R2 Project
Office, must ensure the cost estimate completely defines the program or services to be provided
and is technically sound and reasonable. The cost estimate must be defensible with well-reasoned
analysis, A program manager who is totally familiar with the program's cost estimate, including
the rationale for the method(s) used to develop that estimate, generally has a greater chance of
maintaining control of the cost of that program.

It is reasonable 1o conclude that Action 7A could not have been addressed by the CECOM
(G8. While the G-8 provides statutory and regulatory guidance and discusses proper procedures
regarding reimbursable rates, the R2 Project Office was in the best position to determine the cost
methodology to be used based on their professional judgment and firsthand knowledge of the
scope and complexity of the services to be performed.”

I agree with the I0‘s astute observation which was a reasonable assessment based on all of
the evidence gathered on the issue of issuance of a draft Final Report versus the actual Final
report. Nevertheless, the IO further elaborated in great detail on the significance of how the IR
Office proceeded to resolve the disagreement between the IR draft report and the G-8’s position.
The 10 stated that in order to appease the concerns of the G-8/Comptroiler, an IPT (In Progress
Team) was established with membership from all interested parties. The IO was impressed that
the IPT consisted of principals from the R2 Project Office, CECOM G-8, CECOM IR, CECOM
Legal and the CECOM Acquisition Center. The team was assembled with appropriate
representatives to address the issues of R2 Office Fee Capture. Clearly, the issue with the R2
Fee Administration is one that primarily required the specific expertise of the CECOM G-8 (fee
estimation and collection) and CECOM Legal (Economy Act and other statutory financial
management input reviews). Therefore, based on the traditional workings of an IPT it is
reasonable to conclude that each stakeholder had a say in the process and the proposed way
forward was accepted.

The CECOM IR Office properly issued a draft report containing specific recommendations
which were provided to the R2 Project Office, CECOM G-8, and CECOM Legal for comment.
[TAB G-1]. On 9 January 2008, a kick off meeting was held to begin the R2 Fee Study. [TAB
Q). The IPT was formed to: Gather cost parameters for all R2 Cost Centers; create initial models
for categorizing Task Orders and segmenting customers; refine the model for categorizing Task
Orders; develop a pricing model for Task Orders based on the cost data and the segmentation;
and validate the proposed Task Order and Pricing Models using the collected examples. As the
IPT progressed challenges were raised regarding implementation strategies.
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The CECOM G-8 was tasked to assess the R2 Administrative Support Costs for compliance
with the Economy Act. The planned execution strategy created by the R2 Administrative Cost
IPT created additional burdens within the R2 Office for which the CECOM G-8 was asked to
craft recommended solutions to the identified challenges and provide responses. On 26 March
2009, CECOM G8 Employee, CECOM G-8, briefed a series of proposed solutions to the R2
Support Cost challenges. [TAB R].

Of particular import is the Economy Act issue that needed to be addressed by two offices
represented in the IPT. Both CECOM Legal and G-8 opined on 31 U.S.C. §1535, commenly
known as the Economy Act, and on the permitted charge of a fee for actual costs. A review of
the evidence could not detect a difference of opinion between CECOM Legal and G-8.

CECOM Legal in their Memorandum to Mr. CECOM G8 (Retired) CECOM LCMC G-8,
provided an overview of the Economy Act, discussed Public Law 103-355 (the Federal
Acquisition Streamline Act of 1994), the Federal Acquisition Regulation, Subpart 17.5
{Interagency Acquisitions) and their reiationship to rendering an opinion on the charge of a fee
stating: “Clearly then, by implication, the servicing agency is permitted to charge a fee for the
actual cost, or estimaled cost if the actual cost is unknown, or entering into and administering the
contract and subsequent delivery orders.” [Paragraph 6, page 1| of TAB S]. The legal opinion
also referenced Government Accountability Office (GAO) decisions and the language GAO
employed to describe the parameters of the Economy Act:

“Agencies possess some flexibility in applying the Act’s ‘actual cost’ standard to specific
situations, so long as there is reasonable assurance that the performing agency is reimbursed for
its cost without the ordering or the performing agency augmenting its appropriations. Thus, we
have not objected to the use of a standard cost for items provided out of inventory, or to a
standard level user cost for the use of storage space. From a fiscal law perspective, our concern
is whether reimbursements are based on reasonable standard cost determinations that do not
augment appropriations or otherwise run afoul of the Economy Act.” [Paragraph 8, page 2, TAB

s].

The CECOM LCMC SOP/Guidance for Reimbursable Order Process stated in paragraph ¢.(1)
[page 2 of TAB K]

“(1) The Economy Act, 32 U.S.C. §1535 (2004). This authorizes inieragency and intra-agency
orders and allows activities to retain funds without depositing those funds in the United States
Treasury. The ordering agency must reimburse the performing agency for the actual costs of
supplying goods and services, CE-LCMC organizations will use their established reimbursable
rates as the actual cost for “performing activity” work year charges. An Economy Act order
citing an annual or multivear appropriation must serve a bona fide need arising, or existing in,
the fiscal years for which the appropriation is available for obligation. The work to be performed
under Economy Act orders shal] be expected to begin within a reasonable time after us
acceptance by the servicing activity. The requesting activity should ensure in advance of placing
an order that such capability exists. The term “Economy Act” should be referenced on the order,
and the reimbursable work year rate and total cost should be annotated separately from any
contract or other type costs included on incoming and outgoing orders.”



On the other hand, Mr. CECOM G8 (Retired) former CECOM G-8, in his statement dated 9
October 2012 stated: “The CECOM G-8 was charged with overseeing the Reimbursable Rate
development process for all CECOM entifies to include R2. The typical CECOM reimbursable
business model was based upon man years of service provided to specific customers, usually of
an enduring nature e.g. logistic support, software support, PM matrix support. The R2 office did
not fit this typical model. As a result the R2 office compared its total proposed operating budget
to the anticipated customer orders it projected to receive. This resulted in a percentage rate. For
briefing and internal purposes this rate/metric was then compared to other government agencies
that operated a similar or comparable business enterprise. The process did not authorize the R2
office to charge a flat rate fee based upon a broad based budget projection.”

Further, with respect to the CECOM Legal Office position, the evidence reviewed
[TABS §, T-1 and T-2] and the sworn statement of Mr. CECOM ATTORNEY, CECOM Legal
captured clearly state the CECOM Legal did not undertake a determination of whether or not the
R2 Project Office procedures were in violation of the Economy Act. In a follow-up statement,
Mr, CECOM ATTORNEY reiterated the CECOM Legal Office was not directly tasked to render
an opinion on whether the R2 Project Office encountered Economy Act or Anti-Deficiency Act
violations stating furthermore CECOM Legal Office would not be in any position or have the
expertise to do a financial review or audit of the R2 Project Office. Rather, as stated above,
CECOM Legal, in their Memorandum to Mr. CECOM G8 (Retired) CECOM LCMC G-8,
provided an overview of the Economy Act, discussed Public Law 103-355 (the Federal
Acquisition Streamline Act of 1994), the Federal Acquisition Regulation, Subpart 17.5
(Interagency Acquisitions) and their relationship to rendering an opinion on the charge of a fee.

it should be noted that in the two above referenced instances, the CECOM Legal Office
provided, on a third separate occasion, advice and assistance to CECOM officials regarding R2
processes and the Economy Act. The third instance was the initial pronouncement rendered in an
unsigned legal opinion of Ms. Former CECOM Chief Counsel[TAB T]. Again, all three
issuances provided the same consistent legal analysis of the Economy Act principles, albeit each
subsequent issuance merely “updated” the legal authorities based on the most current case law on
the issue as of the date of its issuance.’®

On 21 April 2009, Contractor Employee, a contractor in the Software Engineering Center
supporting the R2 Project Office communicated with Mr, R2 ADMIN SUPPORT COST IPT
Lead, CECOM G-8, that the R2 Project Office was in the process of completing the action of
instituting their integrated data environment. [Exhibit O]. The communiqué went on to state the
implementation timeline for the new tool and suggested that a meeting with the CECOM G-8 be
scheduled at the completion of the installation and data collection period which was anticipated
to be approximately 9 months after receipt of the software tool. This would have been
approximately the February 2010 timeframe. In Contractor Employee’s-mail to Mr. R2 ADMIN
SUPPORT COST IPT Lead, she suggested the IPT meeting conciude as they have addressed
specific guestions posed and understood the G-8’s requirements as identified in the 26 March
2009 briefing.

" Given the time frame when was the CECOM Chief Counsel, her unsigned opinion was issued on/about 2004,
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Mr. R2 ADMIN SUPPORT COST IPT Lead, CECOM G-8, in his e-mail response dated 29
April 2009 {Exhibit P], stated to the [PT members (which included representatives from the R2
Project Office, CECOM IR, CECOM Legal, and the CECOM Acquisition Center) the IPT would
temporarily suspend continuing meeting until such time as the new software tool was put in
place. Once accomplished, the [PT would reconvene and review the R2 progress. The [0 stated
that based on his professional judgment, “the IPT drew to a close because specific courses of
actions developed by the IPT members were agreed to and acted upon by the R2 Project Office,
therefore, the IPT served its purposes and was no longer required.” I agree with the IO’
conclusion on this matter which is reasonable and well supported by the evidence.

Thus, the IPT reached a conclusion via the G§ response to the R2Z Presentation on 26 March
2009 [TAB R)]. Based on the testimony of Mr. Director CECOM IRAC Office, [TABS J-2, 25
March 2011; and J-4, (9 January 2013}, Internal Review Office Director, the Army Audit
Agency contacted the IR Office in June 2008 regarding a pending audit of Army activities that -
charge a flat fee for contracting and contract management services. The IR Office advised the
AAA of its review results which was reflected in the AAA report [TAB O]. Because of the
similarilgies of the review objectives, the AAA did not do a complete review of the R2 Project
Office.

In conclusion, the CECOM IR provided a draft report with specific actions,
recommendations, and comments from the principal organizations, the R2 Project Office and the
CECOM G-8, to the initiator of the review effort, Mr. Director LRC(Retired). Given the issues
surrounding the R2 Project Office were thoroughly addressed by all the appropriate stakeholder
parties (R2 Project Office, CECOM G-8, CECOM Legal, CECOM Acquisition Center, and
CECOM Software Engineering Center), as recommended by the CECOM IR and CECOM G-8,
I am satisfied with the I0’s conclusion that “the intended outcomes of the findings and
recommendations were being acted upon and the draft report with G-8 comment shouid stand as
the final report. Thus, [ find that the CECOM IR conducted its review in accordance with AR
11-7, and that the review was not terminated at any point in time other than at the close of the
effort.

To conclude otherwise it would have meant that the CECOM IR Office would have had to
keep this review open for approximately 2 years after the initial publication of the draft report in
order to present a final conclusion regarding the results to the findings and recommendations
portrayed in the draft report. It is reasonable to assume these timelines were unforeseeable at the
time of the publication of the draft report.

Finally, these conclusions are further bolstered by the following piece of evidence gathered
by the 10 that reflects the R2’s compliance with all applicable statutory and regulatory
requirements. The IO observed that based on his analysis of all of the evidence gathered during
his investigation, AR 11-7 requires the establishment of an internal quality control program. The
program includes formal annual self-evaluations and an external review not less that once every
three vears. Further, such reviews evaluate organization and staffing, program management,
review planning, review process, audit compliance and Haison, and consulting and other advisory

¥ A more complete discussion of the role of the AAA in addressing the issue of R2's use of 2 “flat fee,” see the
section entidled “Ancillary Issue” that follows at pages 53-35.
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services. In regards to the totality of the inference that can be gleaned by all of the anonymous
whistleblower allegations concerning the CECOM IR office and the R2 Project office, the IO
was impressed that the CECOM IR Office was reviewed by CECOM’s higher headquarter, the
Army Material Command (AMC) Internal Review Office, on 13-17 September 2010. This is
coincidentally a fairly short time before the OSC referred the whistleblower allegations to the
Secretary of the Army (the OSC referral is dated November 30, 2010). Based on the AMC IR
Office review of the CECOM IR Office, the IR Office’s overall rating in 2010 was 90% and was
deemed to be in compliance with professional standards, policies and practices. It should be
specifically noted that Audit Compliance and Liaison received an overall rating of 92%.

[TAB W], At no point during the AMC IR Office review was there any mention of issues
pertaining to the conduct of business by the CECOM IR or its leadership ever brought to the
attention of the AMC IR Office reviewing personnel. Nor did the AMC IR review indicate any
errors ot problems that were associated with the CECOM IR Office.

OSC-Referred Allegation 6. The R2 Project Office leases contract specialists and other
support staff from CECOM LCMC to support its operations and reimburses CECOM
LCMC for the salaries and other costs atfributable to these employees. However, the leased
staff support both the R2 Project Office and other unrelated CECOM LCMC activities.
Because the employees do not track the amount of time spent supporting each office, the R2
Project Office is not credited for the time the employees spend on CECOM LCMC tasks,
The R2 Project Office reimburses CECOM LCMC for the entire cost of these employees
despite the fact that they perform tasks for both the R2 Project Office and CECOM
LCMC. As a result, this constitutes a violation of the Economy Act, an anugmentation of
CECOM LCMC(C’s budget in violation of Federal appropriations law, and gross
mismanagement for failing to provide adequate oversight and tracking of federal agencies
that provide payments to the R2 Project Office.

Allegation 6 was unsubstantiated.

The 10 found that the R2 Office did not reimburse CECOM for the entire costs associated with
the support staff but only for that portion of their work hours attributed to R2 Office related
work. As indicated by the Memorandum of Agreement (MOA) and the testimony of Ms. Former
Project Manager, R2 Project Office and -(Former) Team Lead Program Analyst R2 office, the
evidence shows that within the CECOM LCMC Acquisition Center, there was a dedicated cell of
employees whose only function was to work on R2 projects. The cost of the dedicated cell was
reimbursed by the R2 Office as outlined in a functional support agreement. Further, as reflected
in the testimony provided byDeputy Director ACC APG, the support cell within the Acquisition
Center was exclusive to the R2 Office [TABS G-1, L, and T]. Also, the Office of the CECOM
Chief Counsel dedicated 2.5 man years labor as was documented in a functional support
agreement. CECOM developed the S3 contracts and directed the C4ISR Community to utilize
S3 contracting process to specifically avoid any augmentation issues.

The evidence reviewed suggests the R2 Project Office and CECOM were not in violation of the
Economy Act or any other federal laws. The CECOM Memorandum on Reimbursable Order
Process defines Augmentation as: “This is an action by an agency that increases the effective
amount of funds available in an agency’s appropriation. This generally results in expenditures
by an agency in excess of the amount originally appropriated by Congress. Generally, an agency
may not augment its appropriations from outside sources without statutory authority. An Anti-
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deficiency Act violation may occur if an agency retains and spends funds received from outside
sources, absent statutory authority.” [TAB K]. The R2 Project Office and the CECOM LCMC
Acquisition Center entered into a Memorandum of Agreement for the purposes of establishing a
framework for reimbursable services to be provided by the CECOM LCMC Acquisition Center,
{TAB L]. The Scope of the Assistance clearly states the CECOM LCMC Acquisition Center
will establish a separate group of acquisition specialists located within the Acquisition Center
which would be funded by the R2 Office. Specific knowledge, skills and abilities required to be
provided were defined and number of personnel identified. In addition to manpower, travel,
overtime, and office supplies required by this cell of employees would also be funded by the R2
Office. Additionally, a Functional Support Agreement existed between the R2 Project Office
and the CECOM Legal Office for similar services. The CECOM Internal Review (IR}
concluded within their draft Final Report: “We determined that the R2 Project is properly
accounting for all of its incoming funds and operating expenses.” [Page 4 of TAB G-1].
Additionally, a piece of evidence that was not available until 16 August 2012 also supports the
conclusion that charges of Economy Act violations or violations of the Anti-Deficiency Act are
unfounded regarding processes employed within the R2 Project Office. The U.S. Army CID
initiated an investigation on 26 January 2011 in response 10 a Department of Defense Office of
the Inspector General (DoD-1G) Hotline Complaint. Many pieces of evidence which were
gathered as part of the first AR 15-6 investigation conducted by the initial 10, Ms, CECOM 15-6
10 (2), was provided to the CID investigators. The combination of evidence and sworn
testimony with the Hotline source led the CID investigators to determine that violations of the
Anti-Deficiency Act and the Economy Act did not happen as initially alleged, as no evidence
was established during the course of their investigation which substantiated or corroborated the
source’s claim. Thus, the CID investigation was closed and recommended that CECOM
complete its AR 15-6 investigation.

‘ ANCILLARY ISSUE

As part of the 10’s investigation, the 10 gathered testimonial and documentary evidence
that addressed a matter that was raised by Mr. CECOM IRAC Lead Evaluator in his testimony
dated 25 May 2011. Essentially, Mr. CECOM IRAC Lead Evaluator asserted that Mr. Director
CECOM IRAC Office intentionally misled and gave inaccurate information to the AAA
regarding the R2 Office refunding costs. He stated the following: _
“AAA had identified the R2 Project Office as an audit candidate and was scheduled to
come to CECOM and conduct their fieldwork. At the time we were in the process of deing
our Internal Review of the R2 Project Office. At that time Director, CECOM IRAC Office
sent AMC IR and AAA a request and persuading them to not look at R2 Project Office
that they accepted, and relied upon the comments Director, CECOM IRAC Office
provided to include in their report to justify AAA not looking at the R2 fees. He informed
them that our I R shop had it under control and that everything was fine in R2 -that they
were returning monies to their customers efc...(the comments he provided were inaccurate
and misleading). Birector, CECOM IRAC Office received a copy of the draft report from
AAA in September 2008 soliciting comments on the accuracy of the draft report. This is
clearly after we knew that R2 was operating illegally and in violation of the economy act as
outlined in the July 2008 opinion we received from G8. I assume Director, CECOM IRAC
Office didn't provide any comments to the draft report because the inaccuracies he
initialed provided to AAA were in the final public report. So there is e-mail from Director,
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CECOM IRAC Office persuading AAA to not review R2 fees and providing false or
misleading information to AAA about the R2 operations. Then there is e-mail to Director,
CECOM IRAC Office via AAA draft report soliciting comments as to the accaracy of the
R2 operations. Then you have a final AAA public repsrt in print clearly inaccurate as to
the R2 operations. This is very disturbing?” [TAB B-2, 25 May 2011].

However, all of the evidence gathered as part of the IOQ’s investigative effort reflected otherwise
in that Mr. Director CECOM IRAC Office was very upfront and assistive with the AAA in
advising them exactly what his office had been tasked to do and the results of his office’s efforts
as were captured in Mr. CECOM IRAC Lead Evaluator and Mr. CECOM IRAC Evaluator’s
work product, the draft Final Report.

The role of the Army Audit Agency (AAA) report, Audit Report A-2009-0047-ALC issued 23
February 2009 [TAB O], had no bearing on the assessment conducted by the CECOM Internal
Review Office as there were no recommendations stated in the report {reference DA Letter to the
Under Secretary of the Army signed by Mr. Patrick I. Fitzgerald, The Auditor General, dated 23
February 2009 [included as part of TAB O]. The AAA was directed by the Under Secretary of
the Army to Study Flat Fee for Contracting and Contract Management Services by interviewing
key resource management and acquisition personnel and reviewed selected Army acquisition
plans, databases, and memorandums of agreement to determine whether any Army activities
charged a flat fee for contracting or contract management services without specific authority to
do so. During their initial audit research, the AAA became aware of the R2 contract and its fee
structure.

A request to establish an entrance meeting was initiated by Mr. AAA Auditor, e-maii dated 23
June 2008. [TAB X]. Mr. Director CECOM IRAC Office, as the CECOM IR, telephonically
discussed and followed-up with an e-mail (24 June 2008) the on-going effort undertaken by
CECOM IR, [TAB X] Summarizing Mr. Director CECOM IRAC Office’s conversations, the
discussion included an overview of the objectives and results to date. Based on CECOM IR’s
efforts, the AAA elected not to review the R2 Project Office. The AAA report in the Executive
Summary acknowledged that the R2 Project Office charged a flat fee for its contracting services
and that the CECOM IR on-going review included the propriety of fees charged by the project
office. Further, the Executive Summary stated “We found the Rapid Response Project Office
charges a flat fee for its contracting services much the same as HRsPO (HRsolutions Program
Office). However, unlike HRSPO, the office periodically adjusts the rate it charges for reflect
annual costs and returns excess amounts collected back to its customers.” Additionally, the AAA
comumented in the Conclusion Section of the Report, page 5 of Exhibit D, “At the time we
completed our review in August 2008, the U.S. Army CECOM Life Cycle Management
Command (CECOM) Internal Review Office had an ongoing audit of the Rapid Response
Project Office”. Furthermore the AAA stated: “Accordingly, we don’t address the propriety of
the Rapid Response Project Office’s fee structure in this report.”

As stated above, Mr. CECOM IRAC lLead Evaluator alieged in his sworn statement [TAB H-
2, 25 Mary 2011] that Mr. Director CECOM IRAC Office provided the AAA inaccurate or
misleading information about refunding costs, which led the AAA to draw an erroneous
conclusion with regard to the R2 Project Office. As stated in above, the AAA clearly identifies
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CECOM IR’s review as a standalone effort and that no CECOM IR information was used in their
report to draw any conclusion. This also highlights the willingness of the CECOM IR to provide
their working papers to the AAA. Based on the above recitation of the facts, the 10 concluded
that “the plausibility of Mr. CECOM IRAC Lead Evaluator's statement regarding Mr. Director
CECOM IRAC Office providing the AAA inaccurate or misleading information comes into
question.” Further, the 10 noted that on 14 October 2008, Headquarters, DA and command
personnel agreed with the facts and conclusions in the AAA report, and that agreement
established the Army’s official position.

In consideration of the above evidence, | agree with the 10’s analysis in his ROI that the
AAA did not rely on a draft IR report and did not go back to CECOM’s IR for a copy of the final
IR report. The genesis of the AAA effort was when the AAA was directed by the Under
Secretary of the Army to Study Flat Fee for Contracting and Contract Management Services,
CECOM IR recetved an ¢-mail, dated 3 September 2008, from Mr. AAA Auditor, Auditor-in
Charge of the AAA Audit on Flat Fee for Contracting and Contract Management Services,
requesting concurrence from CECOM IR that a prepared statement be added into the AAA report
ITAB X]. The AAA requested that they would like to state in their report “the results of your
audit would be available if the Under Secretary wanted a copy.” Furthermore, the AAA stated
“We are not obligating the CECOM IR to issue a report to him (emphasis added.: the Under
Secretary) or his office.” In response to the query, Mr.CECOM IR Evaluator (2), CECOM IR,
responded in his c-mail dated 4 September 2008, CECOM IR’s willingness to have the AAA
acknowledge that CECOM IR completed an internal review at the local level [TAB X]. Army
Audit Agency (AAA) report, Audit Report A-2009-0047-ALC issued 23 February 2009 [TAB
0] acknowledged the ongoing CECOM IR review. Sworn Statements by Mr. AAA Auditor
collected 03 October 2012 substantiate this further. Of particular importance is Mr. AAA
Auditor’s statement regarding the use of others’ work. Mr. AAA Auditor’s statements clearly
identify CECOM IR’s review as” a standalone effort” and that “no CECOM IR information was
used in our report.” As an astde, Mr. AAA Auditor further elaborated by stating that “Tt is
reasonable to use the works of others when conducting audits. It’s done all the time to gain
knowledge on a program. It helps with shaping our efforts.” Thus, Mr. AAA Auditor’s
illuminating comments reflect that from the AAA perspective, the results of other evaluator’s
work may be useful sources of information for planming and performing a review. Further, he
stated that evaluators may be able to rely on the work of the other evaluators to support findings
or conclusions for their review thereby avoiding duplication of effort. Mr, AAA Auditor also
stated in his Sworn Statement that “Although other works are used we don’t use other
organizations findings and recommendations. We would use their information to inform,
conduct our field work, and develop our own findings and recommendations. We would have to
validate any recommendations from outside organizations.”

Thus, since the CECOM IR had an effort ongoing, the AAA elected not to review the R2
Office, rather simply acknowledging the ongoing CECOM IR effort in their final report. Mr.
Director CECOM IRAC Office in his sworn statements, taken 4 October 2012, and, again on 9
January 2013 [J-3, 4 October 2012; and J-4, 9 January 2013, respectively], confirm the
statements of Mr. AAA Auditor. The sworn statement of Mr. Director CECOM IRAC Office
further states that the CECOM IR Office was willing to provide the AAA with the working files
of Messrs. CECOM IRAC Lead Evaluator and CECOM IRAC Evaluator in support of the AAA
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effort. However, the AAA did not follow-up on this offer. Again, I agree with the IO’s
conclusion that “[blased on the CECOM IR Office willingness to provide their working papers to
the AAA, the plausibility of Mr. CECOM IRAC Lead Evaluator's statement regarding Mr.
Director CECOM IRAC Office providing the AAA inaccurate or misleading information comes
into question.”

SUMMATION

A critical aspect of the R2 Office is Electronic Contract Business System (ECBS) also referred to
as the Integrated Data Environment (IDE). The ECBS was able to track the MIPR number, the
JOAN number, date, amount and what task order the direct cite work was placed on and what the
JOAN was used against. Ms. Former Project Manager, R2 Project Office testified that “For each
of these areas, there were SOPs, a to-do list which appeared for each employee, and clean up
reports to check on data integrity. The IDE was used 24/7 by our customers and the R2 staff. It
was the key to efficient management of such a large program.” Ms. Former Project Manager, R2
Project Office went on to state that during her time in the R2 Project Office, there were
approximately 3 green belt projects and 1 black belt project to improve the efficiencies of the
internal processes.

Ms. Former Project Manager, R2 Project Office further stated that “The IDE was used to
track all of our expenses. The IDE allowed the budget team to track the MIPRs when they came
in. It identified which task order the money would be placed on (direct cite) and what R2
expense the money was allocated against (reimbursable JOAN).” Ms. Former Project Manager,
R2 Project Office states from her perspective: “There is no doubt in my mind that the system was
the best tool available. My perspective is that it was sufficient to meet the requirements of the
Economy Act and gave appropriate control and also appropriate insight into the expenditures of
the program. The IDE was a tremendous tool that allowed us to tract all the financial
information and all of the contracting actions.”

The R2 Office tracked and reported expenses on a quarterly basis. On 7 July 2008, a
Memorandum for Record was published to the R2 Project Office regarding 4" Quarter
Administrative Support Costs. [TAB Y]. The memorandum states in paragraph 2: “As a result
of the 4" Quarter review of the R2 Project Office overhead, the amount of fee to be collected
will be reduced. As of this notice, but no later than, 7 July 2008, please begin collecting .5% on
all new tasks and existing contracts for the remainder of the fiscal year.” The memorandum also
goes on to address expiring funds in paragraph 5. The evidence here shows the R2 Office was
concerned with FY carry over and would adjust their operating principles based upon input from
the CECOM G-8.

Further, the CECOM IR draft report under Paragraph B, Results, states “We randomly
sampled ten FY 2007 contract obligations and their associated reimbursable rate fees from the
R2 database totaling about $39 million and were able to identify all of those obligations and fees
in the Army Standard Operations and Maintenance Army Research and Development Systems
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(SOMARDS) (accounting) or Mechanization of Contract Administration Services (MOCAS)
systems. [Page 4, TAB G-1]. Contractors can use this data in several ways to improve the
payment process and to expedite contract closeout. MOCAS is a disbursing system. Clearly, a
process to track incoming funds was in place and adhered to in terms of setting up individual
accounts.

The R2 Project Office was able to track workflow of the office and had an appropriate tool to
assist with the management of the office.
The CECOM LCMC SOP/Guidance for Reimbursable Order Process stated in paragraph c.(1}
[page 2 of TAB K]
“(1) The Economy Act, 32 U.S.C. §1535 (2004). This authorizes interagency and intra-
agency orders and allows activities to retain funds without depositing those funds in the
United States Treasury. The ordering agency must reimburse the performing agency for
the actual costs of supplying goods and services, CE-LCMC organizations will use their
established reimbursable rates as the actual cost for “performing activity” work year
charges. An Economy Act order citing an annual or multiyear appropriation must serve a
bona fide need arising, or existing in, the fiscal years for which the appropriation is
available for obligation. The work to be performed under Economy Act orders shall be
expected to begin within a reasonable time after us acceptance by the servicing activity,
The requesting activity should ensure in advance of placing an order that such capahility
exists. The term “Economy Act” should be referenced on the order, and the reimbursable
- work year rate and total cost should be annotated separately from any contract or other
type costs included on incoming and outgoing orders.”

Lastly, Mr. CECOM G8 (Retired) former CECOM G-8, in his Sworn Statement taken 9
October 2012 stated: “The CECOM G-8 was charged with overseeing the Reimbursable Rate
development process for all CECOM entities to include R2. The typical CECOM reimbursable
business model was based upon man years of service provided to specific customers, usually of
an enduring nature e.g. logistic support, software support, PM matrix support. The R2 office did
not fit this typical model. As a result the R2 office compared its total proposed operating budget
to the anticipated customer orders it projected to receive. This resulted in a percentage rate. For
briefing and internal purposes this rate/metric was then compared to other government agencies
that operated a similar or comparable business enterprise. The process did not authorize the R2
office to charge a flat rate fee based upon a broad based budget projection.”

VIOLATIONS or APPARENT VIOLATIONS OF
LAW, RULE, or REGULATION

The Investigations of the six allegations referred by OSC to the Secretary of the Army revealed
no substantiating evidence of the violation of any established standard. The U.S. Army
Criminal Investigation Command (CID) initiated an investigation on 26 Janunary 2011 in
response to a Department of Defense Office of the Inspector General (DoD-IG) Hotline
Complaint, Many pieces of evidence referenced in the first AR 15-6 investigation conducted and
used within the framework of this initial AR 15-6 investigation were provided 1o the CID
investigators. The combination of the initial AR 15-6 evidence and the sworn testimony
provided by the DoD IG Hotline source led the CID investigators to determine that there were no



violations of the Anti-Deficiency Act and the Economy Act as alleged b the Do D IG Hotline
source, as no evidence was established during the course of the CID investigation which
substantiated or corroborated the source’s claims

CORRECTIVE ACTIONS
The resuit of this investigation has not uncovered any systemic issues which need to be
corrected. The responses to the six OSC referred allegations refiect that the R2 Project Office
and CECOM applied the appropriate management emphasis to the R2 Office fee issue. Once the
issue was identified b the IR review process, an appropriate team from across the Command
(CECOM Senior Management, G-8, Legal, IR, and R2 Project Office) was brought together to
analyze the problem and develop agreed upon solutions from a way ahead perspective.
Management documentation from the R2 Project Office from I August 2011 through 12 October
2012 was obtained for analysis {[TAB Z] and an interview with the Mr. Current Director, LRC,
Director of the CECOM Logistics and Readiness Center, was conducted to ensure the
appropriate management controls recommended as a result of the earlier CECOM team efforts
have remained in place. During this period, on a weekly basis, the R2 Project Office has been
reporting status on confract actions on an individual basis or summary basis (Contract %,
Forecasted Award Date and Amount), top concerns/issues the office was dealing with, and
finances (required fee, projected fee to be received and actual fee received). The evidence shows
the R2 Project Office and the CECOM Command continue to apply the appropriate management
tools and oversight regarding the R2 Project Office operations.
Neither several administrative investigations, nor a criminal investigation by experienced agents
of the CID uncovered any credible evidence which supports the allegations of the whistleblower
and the need to initiate any corrective actions.
Therefore, I agree with the [0O’s Recommendation #1: “The operating procedures of the Rapid
Response (R2) Project Office have undergone multiple reviews and inquiries. The evidence
collected and reviewed suggests the Rapid Response (R2) Project Office and Communications-
Electronics Command (CECOM) were not in violation of the Economy Act or any other federal
laws therefore the recommendation is the investigation be closed.”
Further, [ agree with the 10’s Recommendation #2: “ The CECOM Internal Review Draft
Report be considered as the Final Report. As documented in the findings, the CECOM IR Office
would have had to keep their review open for approximately 2 years after the initial publication
of the draft report in order to present a final conclusion regarding the results to the findings and
recommendations portrayed in the draft report. It Is reasonable to assume these timelines were
unforeseeable at the time of the publication of the draft report. Given the issues surrounding the
R2 Project Office were being worked earnestly by all the appropriate parties (R2 Project Office,
CECOM G-8, CECOM Legal, CECOM Acquisition Center, CECOM Software Engineering
Center) as recommended by the CECOM IR and CECOM (-8 it is my professional judgment
that the intended outcomes of the findings and recommendations were being acted upon and the
draft report with G-8 comment should stand as the final report.”
With the issuance of this Report, I will advise the appropriate authority to implement the IO’s
Recommendation #2. '
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CONCLUSION

The DA takes very seriously its responsibility to address, in a timely and thorough
fashion, matters referred by OSC, In this case, the Army conducted a thorough and
comprehensive investigation in response to the OSC's referral of allegations submitted by an
anonymous whistleblower. Although the Army’s investigation revealed that none of the
whistleblower’s 6 allegations were substantiated, one was only partially substantiated (f.e., that
though the 10 determined that the IR office did not issue a final report, based on all of
documentary and testimonial evidence gathered during his investigation including the
subsequent work undertaken by the affected stakeholders who comprised the Internal Process
Team to “earnestly” work to address the issues raised during the IR review, the Army regulation
did not require that a formal final report had to be issued. Rather an informal report was issued
by the Director, of the IR Office. Nevertheless, 1 agree with the I0’s conclusion and
recomimendation that “the intended outcomes of the Internal Review’s Draft Report findings and
recommmendations were being acted upon and the Draft Report with G-§ comment should stand
as the final report.”

1 am satisfied that this is the correct vutcome in this matter. Accordingly, the Army has
made no referral of the alleged criminal violation to the Attorney General pursuant to Title 5,
U.8.C. § 1213(A)(5)(d).

This letter, with enclosures, is submitted in satisfaction of my responsibilities under Title
5, USC, Sections 1213 d {d). Plf:gss direct i

P— T

this matter to &

Tai e
e e e e

Thomas R. Lamont
Assistant Secretary of the Army
(Manpower and Reserve Affairs)
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Contracting and Contracting Management Services, 23 February 2009

Army Regulation 11-7, Army Programs, Internal Review Program, 26 October
2007

Powerpoint slide show presentation, R2 Fee Study Kick Off Meeting, 9 January
2008

Powerpoint slide show presentation, G8 Response to R2 Presentation, 26 March
2009, CECOM GS§ Employee, Conumand Analysis Office CECOM LCMC G8



AA
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SECRETARY OF THE ARMY
WASHINGTON

WAR 18 28%

MEMORANDUM FOR ASSISTANT SECRETARY OF THE ARMY
(MANPOWER AND RESERVE AFFAIRS)

SUBJECT: Delegation of Certain Authority Under Title 5, United States Code,
Section 1213

in accordance with Title 10, United States Code, Section 3013(f), | hereby
delegate to you certain authority conferred upon me as the head of the
Department of the Army by Title 5, United States Code, Section 1213.
Specifically, you are authorized to review, sign and submit writien reports setting
forth the findings of investigations into information and any related matters
transmitted to me by The Special Counsel in accordance with Title 5, United
States Code, Sections 1213. This authority may not be further delegated.

Although not a limitation on your authority to act in my behalf, in those
cases in which your proposed decisions or actions represent a change in
precedent or policy; are of significant White House, Congressional, Department
or public interest; or have been, or should be, of interest or concern {o me, for

any reason, you will brief me prior to decision or action, unless precluded by the
exigencies of the situation.

This delegation shall remain in effect for three years from the date of its
execution, unless earlier rescinded in writing by me.

'b
John M McHug

CF:
Office of the Army General Counsel
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1. Authority. The Internal Review (IR) Office performed a review of the Rapid Response (R2) Pro;ect

Office Reimbursable Rate Process at the request G , Director, CECOM LCMC Logistics

and Readiness Center (LRC). IR evaiuators ¢ conducted the review from

22 January 2008 through 18 March 2008 and followed DA ER Evaluator Standards This report was
prepared in accordance with AR 11-7 and AR 11-2.

2. Background. The R2 Project Office was established in 1998 under the Command and Conirol
Directorate within the CECOM Research, Development and Engineering Center (RDEC) and operational
control transitioned to CECOM LCMC LRC in 2003. The R2 Project Office is chartered by the Deputy to
the Commanding General, CECOM LCMC, to execute a unique, competitive and streamlined business

process that allows the Army, DoD and other federal government agencies to rapidly acquire coniractor-
provided equipment and services.

3. Obiectives. The objectives of this review were to:

a. Determine R2’s process for setting customer reimbursable rates.
b. Evaluate R2’s accounting of incoming funds and operating expenses.

4. Scope and Methodology. The scope of this review included examining and analyzing R2’s Fiscal Year
(FY) 2007 accounting records and related support documentation. -In addition, we performed tests and
calculations for accuracy on R2’s FY 2007 incoming reimbursable funds, operating expenses, customer
contract obligations and other R2 financial related information.

Our methodology included reviewing DoD) and Army guidance, regulations and local Standard Operating
Procedures (SOP’s) on reimbursable rates, We also interviewed key management personnel at the R2

- Project Office and at CECOM LCMC GB Office. Ten customer contract obligations totaling about $39
million were randomly sample tested to determine the actual reimbursable rate charged and to verify dollar
amounts were consistent between internal R2 records and official Army records. We also reviewed several
Functional Support Agreements (FSA's) to ensure their validity. In addition, we verified that R2 and G8
were conducting joint reviews of open obligations and documenting them in a timely manner. All of the

documentation reviewed, personnel interviews, and analyses were performed in the context of answermg the
review objectives.



5, Results.

A. Objective: Determine R2’s process for setting customer reimbursable rates.

Results. We found that beginning in the second quarter of FY 2007 the R2 Project Office switched to
charging its custormers a 0.5% reimbursable rate for services provided, based on calculating a rate of
actual costs versus incoming workload, The move to a percentage rate was the result of an R2 -
internal audit that determined that R2 may have excess funds compared to their planned financial
requirements for FY 2007, Accordingly, as a reimbursable non-profit organization, a 0.5%
reimbursable rate was set as 2 means to better align incoming fees with operating expenses. In
addition, R2 indicated the move to a rate fee was also to comply with statutory and regulatory

- - guidance. The 0.5% rate remained in effect until fanuary 2008 at which time the rate was increased

to 1%. We agree with the R2 Project Office charging a percentage rate.

CECOM LCMC SOP: The most recent CECOM LCMC SOP on reimbursable rates states that any
CECOM LCMC organization will not charge any fees cither as a standard percentage rate or a dollar
amount outside of CECOM LCMC internal established reimbursable rates to any ordering activity
without DCSRM review and approval. We contacted G8 personnel and they informed us they met
with R2 personnel prior to R2 changing to a percentage rate and agreed and approved of R2 setting
their new rate at 0.5% beginning in the second quarter of FY 2007. Although G8 personnel said they
approved of R2 changing to a percentage rate in FY 2007, other G8 personnei told us that they
disagreed in principle with the R2 Project Office charging a percentage rate.

CECOM LCMC Reimbursable Work Year Rate: Prior to the R2 Project Office convertingtoa
percentage rate they utilized the standard CECOM LCMC reimbursable work year rate that was
developed during the annual CECOM LCMC G8 formulation of work year rates process. Although
the R2 office isn’t utilizing the formulation rate developed, they have continued to participate in the
annual CECOM LCMC G8 work year rate process. G8 personne! told us that the reason they
required the R2 Project Office to submit the work year rates was for year-to-year compa:nson
purposes and for comparison with other CECOM LCMC actmnes

R2 Fee Model Initiative: In August 2007, the R2 Project Office initiated a Fee Model study to
ultimately assist them with customer pricing and to improve overall management of business
‘operations. The fee model is being developed by a Software Engineering Center (SEC) contractor
and funded through R2’s SEC Functional Support Agreement., The fee model encompasses anaiysés
of many of R2’s historical business records that inciude grouping cost elements, itemizing task order
functions and estimating future workloads. It also factors different customer types and considers size
by dollar value of contract obligations. The goal is to end up with a standard customer pricing mode!
for like R2 work categories in the pre-award, award and post-award process of R2 business
operations. The R2 fee model should be ready for pilot testing in the April 2008 timeframe and
expected to be implemented in FY 2609.
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B. Objective: Evaluate R2's accounting of its incoming funds and operating expenses.

Results.' We determined that the R2 Project Office is properly accounting for all of its incoming
funds and operating expenses. We randomly sampled ten FY 2007 contract obligations and their
associated reimbursable rate fees from the R2 database totaling about $39 million and were able to
identify all of those obligations and fees in the Army Standard Operation and Maintenance Army
Research-and Development System (SOMARDS) (accounting) or Mechanization of Coniract
Administration Services (MOCAS) systems. In addition, we examined the R2 legal and acqmsztion
expenses paid during FY 2007 and were also able to accurately :dennfy those expenses in
SOMARDS. As aresult, we are confident the R2 Project Office is accurately accounting for
incoming funds and operating expenses.

- FY 2007 Contract Obligations: OCver the past several years the R2 Project Office has seen their
business increase exponentially generating about $2.8 billion in contract obligations in FY 2007.
This is an astounding growth rate from the time control transitioned to CECOM LCMC LRC in
FY 2003. The R2 Project Office provided us with spreadsheets generated from their database and we
were able to validate the $2.8 billion in contract obligations in FY 2007. In addition, we randomly
selected ten contract obligations and their associated reimbursable fees totaling about $39 million to
vaiidate their authenticity and R2’s accounting procedures. The sample items consisted of contract
obligations from all of DoD services and 1 non-DoD obligation. For all ten sample obligations we
were able to obtain adequate support documentation, as well as, validate the transactions in the Army
SOMARDS or MOCAS accounting systems. The R2 Project Office also prowded us with
‘documentation to verify that R2 and G8 personnel were conducting joint reviews and reconcxhaimns
of open contract obligations on 4 quarterly basis. Based on our analyses and support documnentation

obtained we determined that the R2 office is properly accounting for all customer contract obligations
and their associated reimbursable fees. -

FY 2007 Operating Expenses: Duning FY 2007, the R2 Project Office generated about $13 million
in customer reimbursable fees compared to about $13.8 million in operating expenses. We reviewed
‘about $2.1 million of the R2 operating expenses and were able to validate their authenticity and
existence in the R2 database and the Army SOMARDS accounting system. In addition, R2 personnel
were able to provide us with adequate documentation to support the expenses. Based on our analyses
and documentation recetved we determined the R2 office is properly accounting for then' operating
EXpenses. . .

FY 2006 Carryover Fees: In FY 2007, the R2 Project Office had carryover reimbursable fees from
. prior FY’s of about §8.4 million. R2 personnel told us that generally they try to carry ovet
approximately one to two quarters of operating expenses into the next fiscal year to mitigate for
uncertainties and finance the beginning of the next fiscal year or until such time the current DoD |
budget is approved. Recent fiscal year experiences have shown that often federal agencies are
required to operate under a continuing resolution early in the fiscal year as a result reimbursable
activities iike R2 have a bona fide need to retain and carryover prior year fees, Although R2's $8.4 .
million carryover in FY 2007 is in excess of two quarters, personnel told us the excess carryover was
due to prior year fourth quarter expenses that didn’t occur. The R2 Project Office is operating in a
dynamic business environment that doesn’t always allow for immediate management of income and
expenses during a given period. In our opinion, R2 personnel are actively and effectively managing
their business operations given the climate in which they operate, Guidance regarding the amount of
“funds reimbursable activities can carry over from fiscal year to ﬁscal year is generaliy vague.



6. Suggested Actians for the Director, CECOM LCMC LRC:

A.. Direct the R2 Project Officer to obtain a CECOM LCMC legal opinion as to whether R2 can charge

their customers a percentage rate such as 0.5% for their services. The opinion should address any/all

applicable statutory, regulatory or fiscal guidance for reimbursable activities,

Have the R2 Project Officer formally submit a proposal to the G8 office to approve in writing R2

charging their customers a percentage as a reimbursable rate, This methodology is based on actual
and real time workload which is a more exact methodology than any other reimbursement scenario
that has been reviewed. The R2 office should conduct quarterly reviews of their financial posture
and determine if a rate adjustment is deemed necessary. The quarterly review process would bring

both the R2 Project Office and G8 in compliance with the intent of the CECOM LCMC SOP on
reimbursable rates.

Direct the R2 Project Officer to obtain an opinion from the G8 Office regarding amount of funds
reimbursable activities can carryover from fiscal year to fiscal year. The opinion should address

- any/all applicable statutory, regulatory or fiscal guidance for reimbursable activities.”

. Direct the R2 Project Officer to consider discontinuing the SEC R2 fee model study. If the R2

Project Office desires to set or review their reimbursable rate based on analyses of their financial
posture and approval from the G§ office then there is no reason to continue the SEC fee model effort. |

- The funds being spent on the fee model effort couid be redlrected into other R2 efforts and

consxdered savings or funds put to better use.

E. Determine the amount of savings reiated to discontinuing the SEC R2 fee mode! study,

7 Sﬁggested Actions for the G8.

A. Approve in writing the R2 Project Office charging their customers a percentage as a reimbursable

8. POC for thlS matter is

rate. This methodology is based on actual and real time workload which is 2 more exact
methodology than any other fee reimbursement scenario that has been reviewed. The R2 office .
should conduct quarterly reviews of their financial posture and determine if a rate adjustment is

deemed necessary. The quarterly review process would bring both the R2 Project Office and G8 in
compliance with the intent of the CECOM LCMC SOP on reimbursable rates,

Advise the R2 Project Office rega_rciing the amount of funds reimbursable activities can carryover
from fiscal year to fiscal year. The opinion should address any/all applicable statutory, regulatory or

-fiscai guidance for reimbursable activities.

', who can be reached on extension (732) 427-4112, DSN 987 or



- 9. General Comments: Thanks to all of the R2 staff for their assistance and cooperation during this effort.

We Jook forward to assisting R2 and the LRC in the future on any Internal Review services they desire ar
require. ‘ :

One Vision, One Mission - The Warfighter.

Internal Review Evaluator

Senior Internal Review Evaluator
Approved By:

Diréctor
Lntemal Review Office
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SUGGESTED ACTIONS FOR THE GS8:

Action 7A. Approve in writing the R2 Project Office charging their customers a
percentage as a reimbursable rate. This methodology is based on actual and real time
workload which is a more exact methodology than any other fee reimbursement scenario
that has been reviewed. The R2 office shouid conduct quarterly reviews of their
financial posture and detenmine if a rate adjustment is deemed necessary. The quarterly
review process would bring both the R2 Project Office and G8 in compliance with the
intent of the CECOM LCMC SOP on reimbursable rates.

COMMAND CGMNTS AND ACTION TAKEN

G8 non-concurs on Actien 7A.

The Ecanomy Act (31 U.S.C. Sec. 1535 (b)) states that agencies are required to recover

. the actual cost of goods and services provided. The level of effort should be specifically
jdentifiable to the customer order. While the Economy Act requires the recovering of the

actual costs, it provides some flexibility on how costs should be recovered. Whether the
estimating method is per hour or percentage of sales, actual costs must be recovered.
The method used would not require written approval from the G8.

Areview of the financial posture and a rate adjustment would not be necessary since the
orders should be adjusted to the actual cost of the customer order when ¢completed. If
collections were more than the actual costs, the excess should be returned to the

customer; if the reverse was true, the customer should be contacted to obtain more
funding.

The G8 would recommend the SEC Fee Mode! Study be continued with the idea of
tracking actual costs of the customer to the fees being charged. With the development of
such a model, it should serve to minimize the effect of any additional workiocad

requirements and provide a too! to monitor and support future admin support charge
computations.



SUGGESTED ACTIONS FOR THE G8:

Action 7B. Advise the R2 Project Office regarding the amount of funds reimbursable
activities can carryover from fiscal year to fiscal year. The opinion should address
any/all applicable statutory, regulatory or fiscal guidance for reimbursable activities.

COMMAND COMMENTS AND ACTION TAXKEN

A critical consideration in identifying carryover funds is the type of funds. Carrvover can
exist if (1) the funds will not expire and (2} it is attributed to work efforts not compieted
but will be completed in the subsequent fiscal year. If funds expire at the end of the
fiscal year, then obligations must occur prior to the end of the fiscal vear. Nou-expired
funds would have to be obtained for costs incurred in the next fiscal year. Example:
Subseguent confract administration or technical support oceurring in FY 09 for an

OMA contract awarded in FY08 (expiring appropriatian), would require ¥Y 09
OMA.

Acecording to 31 U.S.C. Sec. 1502 (a) funding must be related to a bona fide need for

that specific fiscal vear and can nof be used for a requirement in the following fiscal
year. :

Another consideration is the type of funds being used to pay the work efforts.
Under 31 U.S.C. Sec. 1301 (a) “appropriations shall be applied only to the objects
for which the appropriations were made except as otherwise provided by law.”
‘Work efforts need to be associated to the proper appropriated funds.
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MEMORANDUM FOR INVESTIGATING OFFICER (1), HQ, RDECOM CERDEC
AMSRD-CER-TSP, Myer Center Room 2C118A, Fort Monmouth, New Jersey, 07703

SUBJECT: Appointment as an Investigating Officer Pursuant to AR 15-6

1. You are hereby appointed as an investigating officer pursuant to AR 15-6, Procedures for
Investigating Officers and Boards of Officers, to conduct an informal investigation regarding
allegations of inappropriate conduct on the part employees of the Communications
Electronics Command Life Cycle Management Command (CECOM LCMC) Rapid Response
(R2) project mishandling money earned as fees charged by the R2 Project Office in violation
of the Economy Act of 1933 (Economy Act).

2. The purpose of your investigation is to determine the validity of the whistleblower’s
allegations and make findings concerning whether any wrongdoing occurred, and if so, by
whom, and whether adequate policies and procedures are in place to preclude any recurrence of
any improprieties, irregularities, or misconduct disclosed during your inquiry.

3. In conducting your investigation, you will consider the evidence of witnesses, the materials
contained in the reference (enclosed), and any other materials that you consider relevant, Ata
minimum, you are to make detailed findings and recommendations regarding the following:

a. Whether the R2 Project Office has established a process to properly track individual
customer expenses to ensure compliance with the Economy Act. '

b. Whether the R2 Project Office failed to properly return unused client fees and
improperly carried over fees collected from 2007 to present in violation of the Economy Act.

¢. Whether the R2 Project Office reimbursed CECOM for the entire cost of contract
specialists and support staff when these employees were performing tasks for both the R2
Project Office and CECOM LCMC in violation of the Economy Act and/or Federal
appropriations laws.

d. Whether the CECOM LCMC Internal Review Office knowingly failed to properly issue
a draft or final Report 4-A-08, which would have revealed the Economy Act violations and
tracking problems within the RZ Project Office.

See the aftached Office of Special Counsel memorandum dated 30 November 2010 for
additional information regarding the alleged violations.




AMSEL-CG
SUBJECT: Appointment as an Investigating Officer Pursuant to AR 15-6

4. In your investigation you are not limited to the issues and questions listed above. You will
investigate any relevant and related matters that you may discover that fall under the arcas for
investigation described above. You are advised not to investigate matters that do not fall within
the areas for investigation described above. If you are in doubt about the reievance of a matter,
you will consult your legal advisor CECOM LEGAL ADVISOR at (732) 532-4445, Office of
the Staff Judge Advocate (OSJA) CECOM Legal Office.

5. Your investigation will use informal procedures under AR 15-6. To the fullest extent
possible, all witness statements will be sworn and reduced to writing. You will interview all
witnesses mn person, if practical. You should contact those witnesses you consider relevant
during the course of your investigation. You will utilize DA Form 2823 for all sworn statements.
Caution all individuals that they must not discuss the subject matter of the investigation with
anyone other than a properly detailed investigator.

6. If, in the course of your investigation, you suspect wrongdoing or neglect on the part of a
person senior to you, inform me so that a new investigating officer may be appointed. As an
Investigating Officer, you may not, absent military exigency, investigate someone senior to you.

7. From the evidence, you will make findings as to the above issues and recommendations that
are based upon your findings. Reference your analysis and findings to the specific evidence
upon which you rely. Recommend remedial measures, to include any corrective and personnel
or disciplinary actions you deem appropriate, if any. You may also recommend any necessary
management actions to preclude a recurrence of any founded misconduct or identified systemic
problems. If certain evidence conflicts with other evidence, state what you believe to be in
conflict and why. If any question asked solicits an answer that requires a follow up question and
answer, ensure that you have pursued those questtons in order to further develop the record
evidence.

8. If, during the course of your investigation, you come to suspect that a person subject to the
Uniform Code of Military Justice (UCMJ) has violated the UCMJ or some other criminal law;
you will advise that person of his or her rights under Article 31, UCMJ or the Fifth Amendment
of the United States Constitution, as appropriate. Additionally, you may have to provide certain
witnesses Privacy Act statements before soliciting personal information.

9. In your investigation, you will make such findings as are relevant and supported by the facts.
You will also make such recommendations as are appropriate and are supported by the facts. In
compiling your report of investigation, consider carefully that information contained therein will
be subject to public disclosure and release.

10. Youmay find it necessary to interview civilian employees at some stage in your
investigation. Federal civilian employees have certain representational rights that active-
duty personnel do not have. Generally speaking, civilian employees are required to cooperate
with official investigations. There are some exceptions:



AMSEL-CG
SUBJECT: Appointment as an Investigating Officer Pursuant to AR 15-6

a. Civilian employees who are members of a bargaining unit have a right to union
representation at any interview with management if they “reasonably believe” that the interview
could result in a disciplinary action against them. You must observe appropriate union notice
requirenents prior to interviewing any bargaining unit employees. Should a bargaining unit
employee seek to invoke this right, you have no obligation to arrange representation for the
employee, only an obligation to permit the employee the opportunity to secure representation.
That witness is entitled to union representation, and you must either stop guestioning or
allow the union to attend. Once you have scheduled any bargaining unit employees for an
interview, contact your legal advisor for guidance in notifying the appropriate union
representative. The Civilian Personnel Office can tell you whether any particular employee you
wish to interview is a member of the bargaining unit.

b. If you are interviewing a civilian witness about somebody else, before initiating
guestioning you must: (1) inform the interviewee why you are questioning him/her about
someone else and who that person is (by name), and (2) assure the employee that no reprisal will
take place if he/she refuses to answer, but that adverse action could be initiated based on their
refusal to cooperate in a properly authorized investigation or inquiry. If the employee refuses to
answer your questions, suspend the interview and contact your legal advisor.

¢. Civilian employees who reasonably believe that information they provide during an
official investigation may be used against them in a criminal prosecution cannot be required to
cooperate without a grant of immunity. Should any civilian employee you attempt to interview
decline to cooperate for any reason, suspend the interview and seek guidance from vour legal
advisor on how to precede.

d. If the matter you are investigating involves a grievance, a personnel practice, or policy or
other conditions of employment, you may be required to notify the union of any interviews you
have scheduled with bargaining unit employees and afford the union the opportunity to be
present. Check with your legal advisor to determine if this rule applies to your case and how to
proceed 1f it does.

e. You have no authority to compel the cooperation of contractor employees. If you find it
necessary to interview contractor employees, you must contact the contracting officer’s
representative for the applicable contract to request cooperation.

11. This investigation has been directed by the Office of Special Coungel (OSC) pursuant to a
whistleblower complaint. Because this is a whistleblower investigation, the whistleblower has
certain rights. Pursuant to OSC policy, vou normally must interview the whistleblower.
Specifically, he must be interviewed and afforded a meaningful opportunity to provide his oral
testimony and to provide written documentation, if any, in support of his allegations. However,
in this case, the whistleblower requested to remain anonymous. If at any time during the
investigation, an individual comes forward and advises you that they are the whistleblower,
please forward this information to your legal advisor. In tumn, this information will be conveyed
to the Army Office of the General Counsel for further guidance.



AMSEL-CG
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12. Submit yvour findings and recommendations on a DA Form 1574 (Report of Proceedings by
Investigating Officer/Board of Officers), with all administrative enclosures and evidentiary
exhibits tabbed and indexed. Make clear, concise, and specific findings of fact. The evidence
contained in your investigation must directly support each finding yvou make, and you should
specifically refer to each exhibit that supports that particular finding. Your recommendations

must be consistent with your findings. Submit your findings and recommendations by 7 January
2011.

13. You will submit your completed investigation on a DA Form 1574 with a table of contents
and enclosures. The enclosures will include all documentary materials considered by you, Make
two copies of your report of investigation (ROI). Provide an index and clearly tab the original
ROI, to include your findings and recommendations on DA Form 1574, with appropriate
enclosures and forward the entire package to me, through the CECOM/AMC Legal Offices.
Before beginning your investigation, you will receive a legal briefing from your legal advisor,
CECOM LEGAL ADVISOR. You may consult the legal advisor at any time during the
investigation and you will consult the legal advisor before warning any witness as a suspect and
before putting your report in final form. Additionally, along with your report of investigation,
you will submit a draft final agency response describing any actions taken to address the
allegations.

14. This duty takes precedence over your normal duties, TDY, and leave. You are directed to
begin your investigation as soon as practicable.

MG, USA
Commanding
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SUMMARY of CHANGE

AR 15-6
Procedures for Investigating Officers and Boards of Cfficers

This rapid action revision, dated 2 Cctober 2006--

o Clarifies the distinction between levels of appeinting authorities for
hostile fire death investigations and friendly fire death investigations
(para 2-1a(3})).

o Permits the general court-martial convening authority to delegate appointing
authority to the special court-martial convening authority in hostile fire
death investigations (para 2-1a{3)).

This regulation, dated 30 September 13%6--

o Is a complete revisgion of the earlier regulation dated 24 August 1977.

o Updates policies and procedures concerning the procedures for investigating
officers and boards of cfficers.
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*Army Regulation 15-6

Effective 2 November 2006

Boards, Commissions, and Commiftees

Procedures for Investigating Officers and Boards of Officers

By Order of the Secretary of the Army:

PETER J SCHOOMAKER
General, United States Army
Chief of Staff

Official

g.

JOYCE E. MORRCW
Administrative Assistant to the
- Secretary of the Atrny

History. This publication is a rapid action
revision. The portions affected by this
rapid actien revision are listed in the
summary of change.

Summary. This reguiation establishes
procedures for investigations and boards
of officers not specifically authorized by
any other directive.

Applicability. This regulation applies to
the Active Army, the Army National
Guard/Army National Guard of the United
States, and the U.5. Army Reserve, unless
otherwise stated. During mobilization,

chapters and policies contained in this
regulation may be modified by the
proponent,

Proponent and exception authority.
The proponent of this regulation is The
Judge Advocate General. The Judge Ad-
vocate General has the authority to ap-
prove exceptions cr waivers o this
regulation that are consistent with control-
ling law and regulations. The Judge Ad-
vocate General may delegate this approval
authority, in writing, to a division chief
within the proponent agency or its direct
reporting unit or field operating agency in
the grade of colonel or the civilian equiv-
alent. Activities may request a waiver to
this regulation by providing justification
that includes a full analysis of the ex-
pected benefits and must include formal
review by the activity's senior legal offi-
cer. All waiver requests will be endorsed
by the commarder or senior leader of the
requesting activity and forwarded through
higher headguarters to the policy propo-
nent. Refer to AR 25-30 for specific
guidance.

Army management control process.
This regulation does not contain manage-
ment control provisions.

Supplementation. Supplementation of

this regulation and establichment of com-
mand and local forms are prohibited with-
out prior appreoval from HQDA
(DAJA-AL), Washingten, BC
203102212,

Suggested improvements. The pro-
ponent agency of this regulation is the
Office of The Judge Advocate General.
Users are invited to send comuments and
suggested improvements on DA Form
2028 (Recommended Changes to Publica-
tions and Blank Forms) directly to HQDA
(DATA-AL), Washington, DC
203102212,

Distribution. This publication is avail-
able In electronic media only and is in-
tended for command level A for the Ac-
tive Army, the Army National Guard/
Army National Guard of the United
States, and the .S, Army Reserve.
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Chapter 1
Infroduction

1-1. Purpose

This regulation establishes procedures for investigations and boards of officers not specifically authorized by any other
directive. This regulation or any part of it may be made applicable to investigations or boards that are authorized by
another directive, but only by specific provision in that directive or in the memorandum of appointment. In case of a
conflict between the provisions of this regulation, when made applicable, and the provisions of the specific directive
authorizing the investigation or board, the latter will govern. Even when not specifically made applicable, this
regulation may be used as a general guide for investigations or boards authorized by another directive, but in that case
its provisions are not mandatory.

1-2, References
Required and related publications and prescribed and referenced forms are lsted in appendix A.

1-3. Explanation of abbreviations and ferms
Abbreviations and special terms used in this regulation are explained in the glossary. -

1-4. Responsibilities
Responsibilities are listed in chapter 2.

1-5. Types of investigations and boards

a. General, An administrative fact-finding procedure under this regulation may be designated an investigation or a
board of officers. The preceedings may be informal (chap 4) or formal {chap 5). Proceedings that involve a single
investigating officer using informal procedures are designated vestigations. Proceedings that involve more than one
investigating officer using formal or informal procedures or a single investigating officer using formal procedures are
designated a board of officers.

b. Selection of procedure. :

(1} In determining whether to use informal or formal procedures, the appointing authority will consider these among
other factors:

() Purpose of the inquiry.

(b) Sericusness of the subject matter,

(¢} Complexity of issues involved.

{d} Need for documentation.

(g} Desirability of providing a2 comprehensive hearing for persons whese conduct or performance of duty is being
investigated. (See paras 1-8, 4-3, and 5-4a.}

(2) Regardiess of the purpose of the investigation, even if it is fto inguire into the conduct or performance of a
particular individual, formal procedures are not mandatory unless required by other applicable regulations or directed
by higher authority.

(3) Unless formal procedures are expressly required, either by the directive authorizing the board or by the
memorandum of appointment, all cases to which this regulation applies will use informal procedures.

{4) In determining which procedures to use, the appointing authority will seek the advice of the servicing judge
advocate (JA).

(5) Before opening an investigation involving allegations against gemeral officers or senior execulive service
civilians, the reguirements of Army Regulation {AR) 20-1, subparagraph 8-3i(3) must be met.

¢. Preliminary investigations. Even when formal procedures are conternplated, 2 preliminary informal investigation
may be advisable to ascertain the magnitude of the problem, to identify and interview witnesses, and to summarize or
record their statements. The fonmal board may then draw upon the results of the preliminary investigation.

d. Concurrent investigations. An administrative fact finding procedure under this regulation, whether designated as
an investigation or a board of officers, may be conducted before, concurrently with, or after an investigation into the
same or related matters by another command or agency, consistent with subparagraph b{5) above. Appointing
authorities, investigating officers, and boards of officers will ensure that procedures under this regulation de not hinder
or interfere with a concurrent investigation directed by higher headquarters, a counterintelligence mvestigation or an
investigation being conducted by 2 criminal investigative. In cases of concurrent or subsequent investigations, coor-
dinatins, coordination with the other command or agency will be made to avoid duplication of investigative effort,
where possible.

1-6. Function of investigations and boards ‘
The primary function of any investigation or board of officers is to ascertzin facts and to report them to the appointing
authority. It is the duty of the investipating officer or board to ascertain and consider the evidence on zll sides of each
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issue, thoroughly and impartially, and to meake findings and recommendations that are warranted by the facts and that
comply with the instructions of the appointing authority.

1-7. Interested persons

Appointing authorities have a right to use investigations and boards to obtain information necessary or useful in
carrying out their official responsibilities. The fact that an individual may have an interest in the matter under
investigation or that the information may reflect adversely on that individual dees not require that the proceedings
constitute a hearing for that individual

1-8. Respondents

In formal investigations the appointing authority may designate one or more persons as respondents in the investiga-
tion. Such a designation has significant procedural implications. (See chap 3, sec II, ln general, and para 5-4a, in
particular.} Respondents may not be designated in informal investigations.

1-8. Use of results of investigations in adverse administrative actions

a. This regulation does not require that an investigation be conducted before adverse administrative action, such as
relief for cause, can be taken sgainst an individual. However, if an investigation is conducted using the procedures of
this regulation, the information obtained, including findings and recommendations, may be used in any administrative
action against an individual, whether or not that individual was designated a respondent, and whether formal or
informal procedures were used, subject to the limitations of b and ¢ below.

b. The Office of Personnel Management and Army Regulations establish rules for adverse actions against Army
civilian personnel and establish the procedural safeguards. In every case involving conternplated formal disciplinary
action against civilian employees, the servicing civilian personnel office and labor counselor will be consulted before
the employee is notified of the coniemplated adverse action,

¢. Except as provided in d below, when adverse adminisirative action is contemplated against an individual {other
than a civilian employee, see b above), including an individual designated as a respondent, based upon information
obtained as a resuit of an investigation or board conducted pursuant to this regulation, the appropriate military authority
must observe the following minimum safeguards before taking final action against the individual:

(1) Notify the person in writing of the proposed adverse action and provide a copy, if not previously provided, of
that part of the findings and recommendations of the investigation or board and the supporting evidence on which the
proposed adverse action is based.

(2) Give the person s reasonable opportunity to reply in writing and to submit relevant rebuttal material.

(3) Review and evaluate the person’s response.

d. There is no requirement to refer the investigation to the individual if the adverse action contemplated is
prescribed in regulations or other directives that provide procedural safeguards, such as notice to the individual and
opportunity to respond. For example, there is no requirement to refer an investigation conducted under this regulation
to a soldier prior to giving the soldier an adverse evaluation report based upon the investigation because the regulations
governing evaluation reports provide the necessary procedural safeguards.

e. When the investigaiion or board is conducted pursuant to this regulation but the contemplated administrative
action is prescribed by a different regulation or directive with more stringent procedural safeguards than those in ¢
above, the more stringent safeguards must be observed.

Chapter 2
Responsibilities of the Appointing Authority

21, Appointment

a. Awthority to appoint. The following people may appeint investigations or boards to inguire info matters within
their areas of responsibility,

(1} Except as noted in subparagraph 2—-1a(3) below, the following individuals may appoint a formal investigation or
board (chap 5) afler consultation with the servicing judge advocate (JA) or legal advisor (LA):

(a) Any generzl court-martial (GCM) or special court-martial convening authority, including those who exercise
that authority for administrative purposes only.

(b} Any general officer.

{¢} Any commander or principal staff officer in the grade of colemel or above at the installation, activity, or unit
level.

{d} Any State adiutant general,

(e} A Department of the Army civilian supervisor permanently assigned to a position graded as a general schedule
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{G8)/generzl management, grade 14 or above and who is assigned as the head of an Army agency or activity or as a
division or department chief.

(2) ‘Except as noted in subparagraph 2-1a(3), the following individuals may appoint an informal investigation or
board {chap 4):

(a) Any officer authorized to appoint a formal board.

() A commander at any level

(ci A principal staff officer or supervisor in the grade of major or above.

(3} Only a general court-martial convening authority may appoint a formal investigation or board (chap 5) or an
informal investigation or board (chap 4) for incidents resulting in property damage of $1,000,000 or more, the loss or
destruction of an Army aireraft or missile, an injury and/or iliness resulting in, or likely fo result in, permanent total
disability, the death of one or more persons, and the death of one or more persons by fratricide/friendly fire.

{a) For investigations of a death or deaths involving a deployed force(s), from what is believed to be hostile fire, the
general court-martial convening authority may delegate, in writing, appointing/approval authority to a subordinate
commander exercising special court-martial convening anthority. This authority may not be further delegated,

(b} If evidence is discovered during 2 hostile fire investigation that indicates that the death{s) may have been the
result of fratricide/friendly fire, the investigating officer will immediately suspend the investigation and inform the
appointing authority and legal advisor. At this time the general court-martial convening authority will appoint a new
investigation into the fratricide/friendly fire incident. Any evidence from the hostile fire investigation may be pr0v1ded
to the investigating officer or board conducting the frairicide/friendly fire investigation.

(4) Appointing authorities who are general officers may delegate the selection of board members to members of
their staffs.

(5) When more than one appointing authority has an inferest in the matler requiring investigation, a single
investigation ot board will be conducted whenever practicable. In case of doubt or disagreement as to who will appoint
the investigation or board, the first common superior of al} organizations concemed will resolve the issue.

(6) Appointing authorities may request, through channels, that persons from outside their organizations serve on
boards or conduct investigations under their jurisdictions.

b. Method of appointment. Informal investigations and boards may be appointed orally or in writing. Formal boards
will be appointed in writing but, when necessary, may be appointed orally and later confirmed in writing. Any written
appointment will be in the form of a memorandum of appointment. (See figs 2-1 through 2--5.) Whether oral or
written, the appointment will specify clearly the purpose and scope of the investization or board and the nature of the
findings and recommendations required. If the appointment is made under a specific directive, that directive wili be
cited. If the procedures of this regulation are intended to apply, the appointment will cite this regulation and, in the
case of a board, specify whether it is o be informal or formal. (Refer to chaps 4 and 5.) Any special instructions (for
example, reguirement for verbatim record or designation of respondents in forma} investigations) will be included.

¢. Who may be appointed. Investigating officers and board members shall be those persons who, in the opinion of
the appointing authority, are best qualified for the duty by rezson of their education, training, experience, length of
service and temperament.

{1) Except as provided in paragraph 5-1le, enly commissioned officers, warrant officers, or Department of the Army
civilian employees permanently assigned to a position graded as a GS—13 or above will be appointed as investigating
officers or voting members of boards. '

(2) Recorders, legal advisors, and persons with special technical knowledge may be appointed to formal boards in a
nonvoting capacity. {See para 5-1.}

(3) An investigating officer or voting member of a board will be senior to any person whose conduct or performance
of duty may be investigated, or zgainst whom adverse findings or tecommendations that may be made, except when the
appointing authority determines that it is impracticable because of military exigencies. Inconvenience in obtaining an
investigating officer or the unavailabiiity of senior persons within the appointing authority’s organization would not
normally be considersd military exigencies.

{a} The investigating officer or board president will, subject to the approval of the appomtmg authority, determine
the relative senority of military and civilian personnel. Actual superior/subordinate relationships, relative duty require-
ments, and other sources may be used as guidance. Except where a material adverse effect on an individual’s
substantial rights results, the appointing zuthority’s determination of senority shall be final (see para 2-3c).

(b} An investigating officer or voting member of a board who, during the proceedings, discovers that the completion
thereof recuires examining the conduct or performance of duty of, or may result in findings or recommendations
adverse, to, a persen senior to him or her will report this fact to the board president or the appointing autherity, The
appointing authority will then appoint another person, senior fo the person affected, who will either replace the
investigating officer or member, or conduct a separate inguiry info the matiers pertaining to that person. Where
necessary, the new investigating officer or board may be furnished any evidence properly considered by the previous
investigating officer or board.

{cj If the appointing authority determines that military exigencies make these alternatives imipracticable, the appoint-
ing authority may direct the investigating officer or member to continue. In formal proceedings, this direction will be
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written and will be an enclosure to the report of proceedings. If the appointing authority does not become aware of the
problem until the results of the investigation are presented for review and action, the cage will be retumed for new or
supplemental {nvestigation only where specific prejudice is found to exist.

(4) Specific regulations may require that investigating officers or board members be military officers, be profession-
ally certified, or possess an appropriate security clearance.

(Appropriate lstierhend)
OFFICE SYMBOL DATE
MEMORANDUM FOR: {President)
-SUBJECT: Appointment of Board of Officers

I. A board of officers is hereby appointed pursuant 10 AR 735-5 and AR 15-6 1o investigaw the circumstances connected with the loss,
damage, or destruction of the property lisied on reports of survey referred to the board and to determine responsibility for the loss, damage, or
desiruction of such property.

2. The following members are appointed o the board:

MAJ Robert A. Jones, HHC, 3d Bn, 1st inf Bde, 20th Iaf Div, Ft Blank, WD 88888 Member (President)

CPT Paul R, Wisniewski, Co A. 2d Bn, 3d Inf Bde, 20th Inf Div, ¥t Blank, WD 88388 Member

CPT David B. émun, Co C, ist Bn, 38 luf Bde, 20t Inf Div, Ft Blank, WD B8B888 Member

CPT John (. Selomon, HHC, 2d § & T Br, DISCOM 20tk Inf Div, Fi Blank, WD 88888 Alernaie member {ste AR 15-6, puma 5-2¢)
ILT Steven T. Jefferson, Co B, 2d Ba, 2d Inf Bde, 20th Inf Div. F. Blank, WD 888R8 Recorder (without vote)

3. The board will meet at the call of the President. B will use the procedures set forth in AR 735-5 and AR 15-6 applicable to formal boards
with respondents. Respondents will be refemred to the bosrd by separate correspondence.

4. Reports of proceedings will be summarized {the findings znd recommendations will be verbatim) and submitted to this hesdquarters, ATTN:
ABCD-AG-PA. Reporis will be submitted within 3 working days of the conclusion of each case. The Adjutant General's office will furmish
necessary administrative support for the board, Legal advice will be obluined, as needed, from the Staff Judge Advecawe’s office.

5. The board will serve unifl further notice.

(Authority Line}

{Sipnature block)
CF: (Provide copy te board persomuel)

Figure 2-1. Sample memorandum for appointment of a standing board of officers using formal procedures
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{Appropriate letterhead)

OFFICE SYMBOL DATE
MEMORANDUM FOR: (President af standing board}
SUBJECT: Refermal of Respondent
1. Reference memorandum, this headquartess, dated (day—month~year), subject: Appointment of Board of Officers.
2. (Enter rank, neme, S5N, and unit) 15 hereby designated a respondent before the board appointed by the referenced memorandum. The board
will consider whether {enter name of respondent} should be hekld pecuniarily lisble for the losy, damage, or destruction of the property listed
on the attached report of survey. The correspondence and supporting documentation recommending referral to & board of officers are enclosed.

3. {Enter rank, name, branch, and unif) is designsted counsel for (emfer name of respondent).

4. For the consideration of this case only, {enter rank, name, and wnil) is designated a voting member of the board, vice (emter rank, name,
and unit},

(Authority fine)
Fnel (Signature block)
CF: (Provide copy to board personnel, counsel, and respondent)

Figure 2-2. Sample memorandum for referral of a respondent to a standing board

{Appropriate letterkeady
OFFICE SYMBOL DATE
MEMORANDUM FOR: (Officer concerned)
SUBIECT: Appointment 3s a Board of Officers to lavestigate Alleged Comupiion and Mismanagement

1. You are hercby zppointed & board of officers, pursuant 10 AR }5-6, to investigate aliegations of (enter subject matter to be Investigated,
stich as corruption and mismanagement in the office of the Fort Blank Provest Marshaf). The scope of your investigation will include
{mention specific mutters to be investigated, such as whether military police personnel are properly processing traffic tickers, whether
supervisory personnel are receiving money or other persenal favors from subordinate personnel in return for wolerating the improper
processing of traffic tickets, and so forth). Enciosed herewith is 2 report of proceedings of an earlier informal investigaiion into alleged
improper processing of traffic tickets that was discontimued when it appeared that supervisory personnel may have been involved.

2. As the board, you will use formal procedures under AR 15-6.(Enfer duty posifions, ranks, and names) arc designated respondents.
Additional raspondenis may be designated based on your recommendations during the course of the investigation. Counse} for each respondent,
if requested, will be designated by subsequent correspondence.

3. {Enter rank, nome, branch, and unit) will serve as jegal advisor o you, the board. (Enter rank, name, dufy position, and wnit), with the
concurrence of (his)(her) commander. will serve as an advisory member of the boatd. The offiee of the adjutant general, this headquarters, wiil
provide necessary administrative support. The Fort Blank Resident Olfice, Criminal lnvestigation Division Command (CIDC), will provide
technical support, including preserving physicad evidence, if nesded.

4. Prepare the report of procesdings on DA Form 1574 and submit it to me within 60 days.
{Signature of appointing authority}

CF. {Provide copy to all parfies concerned)

Figure 2-3. Sample memorandum for appointment of a single officer as a board of officers, with legal advisor and advisory
member, using formal procedures
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(Appropriate lelterhead)

OFFICE SYMBOL DATE
MEMORANDUM FOR: (Officer concerned)
SUBJECT: Appointment of Investigating Officer
1. You are hereby appointed 2n investigating officer parsuant to AR 15-6 and AR 210-7. paragraph 4-3, 1o conduct an informal investigation
into complaints that sales representatives of the Fly-By-Night Sales Company have been conducting door-1o—door solicieation in the River
Bend family housing area in vioiation of AR 210-7. Details pertalning to vhe reported violations are in the enclosed file prepared by the
Commercial Solicitation Branch, Office of the Adjutant General, this headquarters (Encl).
2. In your mvestigation, all witness sizfements will be swom. From the evidence, you will make findings whether the Fiy-By-Night Sales
Company has violsted AR 210-7 and recommend whether to initiate 4 show cause hearing pursuant 1o AR 210-7, paragraph 4-5, and whether
{0 temporarity suspend the company's or individual apents’ solichation privileges ponding completion of the show cause hearing.

3. Submit your findings and recommendations in four copies on DA Form 1574 to this headgquarters, ATTN: ABCD-AG. wilhin 7 days.

{Authorite line)

Enci

(Signature block}

Figure 2-4. Sample memorandum for appointment of an investigating officer under AR 15-6 and other directives

{Appropriate letierfiead)
GFFICE SYMBOL DATE
MEMORAMNDUM FOR: (Cficer concerned)
SUBIECT: Appointment as investipating Officer
1. You are hereby appointed ar investigating officer pursuant 10 AR 15-6 and AR 3803, parapraph 10--8, to investigate the cistumstances
surrounding the discovery of g CONFIDENTIAL document in o trash can in the office of the 3d Batalion 3-3 on 31 August 1587 A

preliminary inguiry into the incident proved inconclesive {sce enclosed report).

2. In your investigation, use informal procedurcs under AR 15-6. You will make findings as to whether security compromise has cccurred,
who was responsible for any security viclation, and whether existing security procedures are adequate.

3. This incident bas no known suspects at this time. 1T in the course of your invesiigatdon you comne 1o stspest that cerain people may be
responsible for the security violation, you must advise them of their rights under the UCMI, Article 31, or the Fifth Amendment, as
appropriate. In addition, you must provide them a Prvacy Act statement before you selicit any (further) personal information. You may obtain
assistance with these legal matters from the office of the Stafl Judge Advocate.
4. Submit your findings and recommendations on DA Form 1574 lo the Brigade 5-2 within 10 days.
(Authority line}

(Signature block)

Figure 2-5. Sampie memorandum for appointment of an investigating officer in a case with poiential Privacy Act implications

2-2, Administrative support

The appointing zuthority will arrange necessary facilities, clerical assistance, and other administrative support for
investigating officers and boards of officers. If not required by another directive, a verbatim transcript of the
proceedings may be authorized only by The Judge Advocate General (TJAG) or the GCM convening authority in his or
her sole discretion, However, before authorization, the GCM convening authority will consult the staff judge advocate
{SJA). A contract reporter may be employed only for a formal board and only if authorized by the specific directive
under which the board is appointed. A contract reporter will not be employed if a military or Department of the Amy
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{DA) civilian employee reporter is reasonably available. The servicing JA will determine the availability of a military
or DA civilian employee reporter.

2-3. Action of the appointing authority

a. Basis of decision. Unless otherwise provided by another directive, the appointing authority is neither bound nor
Himited by the findings or recommendations of an investigation or board. Therefore, the appointing authority may take
action less favorable than that recommended with regard to a respondent or other individusl, unless the specific
directive under which the investigation or board is appointed provides otherwise. The appointing authority may
consider any relevant information in making a decision to take adverse action against an individual, even information
that was not considered at the investigation or board (see para 1-9¢ and J). In all investigations involeving fratricide/
friendly fire incidents (see AR 385-40), the appointing authority, zfter taking action on the investigation, will forward a
copy of the completed invesigation to the next hipher Anmy headquarters for review.

b. Legal review. Other directives that authorize investigations or boards may require the appointing authority to refer
the report of proceedings to the servicing JA for legal review. The appointing authority will also seek legal review of
all cases involving serious or complex matters, such as where the incident being investigated has resulted in death or
serious bodily injury, or where the findings and recommendations may result in adverse administrative action (see para
1-9), or will be relied upon in actions by higher headguarters. The JA’s review will determine—

(1} Whether the proceedings comply with legal requirements.

(2) What effects any errors would have.

{3) Whether sufficient evidence supports the findings of the investigation or board or those substituted or added by
the appointing authority (see para 3-10b).

{4) Whether the recommendations are consistent with the findings.

¢, Effect of errors. Generally, procedural errers or iregularities in an investigation or board do not invalidate the
proceeding or any action based on it

(1) Harmless errors. Harmless errors are defects in the procedurss or proceedings that do not have a material
adverse effect on an individual’s substantial rights. If the appointing authority notes 2 harmless error, he or she may
still take final action on the investigation. '

{2) Appointing errors. Where an investigation is convened or directed by an official without the authority fo do so
(see para 2-1a), the proceedings are a nullity, unless an official with the authority to appoint such an investigation or
board subsequently ratifies the appointment. Where a formal board is convened by an official authorized to convene an
informal investigation or board but not authorized to convene formal investigations, any action not requlrmg a formal
investigation may be taken, consistent with paragraph 1--9 and this paragraph.

(3) Substantial errors.

{a} Substantial errors are those that have a material adverse effect on an individual’s substantial rights. Examples are
the failure to meet requirements as to composition of the board or denial of = respondent’s right to counsel.

(b) When such errors can be corrected without substantial prejudice to the individual concerned, the appointing
authority may retumn the case to the same investigating officer or board for corrective action. Individuals or respondents
who are affected by such a return will be notified of the error, of the proposed correction, and of their rights to
comment on both.

(c) If the error cannot be corrected, or cannot be comrected without substantial prejudice to the individual concerned,
the appointing authority may not use the affected part of that investigation or board as the basis for adverse action
against that person. However, evidence considered by the investigation or beard may be used in connection with any
action under the Uniform Code of Military Justice (UCMI}, civilian personnel regulations, AR 600-37, or any other
directive that contains its own procedural safeguards.

(@} In case of an error that cannot be comected otherwise, the appointing authority may set aside ali findings and
recommendations and refer the entire case to a new investigating officer or board composed entirely of new voting
members. Aliernatively, the appointing authority may take action on findings and recommendations not affected by the
error, sei aside the affected findings and recommendations, and refer the affected portion of the case to a new
investigating officer or board. In either case, the new investigating officer or board may be furnished any evidence
properly considered by the previous one. The new investigating officer or board may also consider additional evidence.
If the directive under which a board is appointed provides that the appeinting authority may not take less favorable
action than the board recommends, the appointing authority’s action is limited by the original recommendations even
though the case subsequently is referred to 2 new board which recommends less favorable action.

(4) Fuailure fo object. No error is substantial within the meaning of this paragraph if there is a failure to object or
otherwise bring the error to the attention of the legal advisor or the president of the board at the appropriate point in
the proceedings. Accordingly, errors described in (3) sbove may be treated as harmless i the respondent fails to point
them out.
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Chapter 3
General Guidance for Investigating Officers and Boards

Section |
Conduct of the Investigation

3—1. Preliminary responsibilities

Before beginning an nformal investigation, an investigating officer shall review all written materials provided by the
appointing authority and consult with the servicing staff or command judge advocate to obtain approprizte legal
guidance.

3-2. Oaths

a. Reguirement. Unless required by the specific directive under which appointed, investigating officers or board
members need not be swom. Reporters, interpreters, and wiinesses appearing before a formal board will be swom.
Witnesses in an informal investigation or board may be sworn at the discretion of the investigating officer or president.
The memorandum of appointment may requite the swearing of witnesses or board members.

b, Administering oaths. An investigating officer, recorder {or assistant recorder), or board member is authorized to
administer oaths in the performance of such duties, under UCMYI, Art. 136 (for military personnef administering oaths)
and Section 303, Title 5, United States Code (5 USC 303) (for civilian personnel administering oaths) (see fig 3—1 for
the format for oaths)

3-3. Chalienges

Neither an investigating officer nor any member of a beard is subject to challenge, except in a formal board as
provided in paragraph 5-7. However, any person who is aware of facts indicating a lack of impartiality or other
gualification on the part of an investipating officer or board member will present the facts to the appointing authority.

3-4. Counsel

Only a respondent 15 entitled to be represented by counsel {sez para 5-6). Other interested parties may obtain counsel,
at no expense to the Government, who may attend but not participate in proceedings of the investigation or board
which are open to the public. The proceedings will not be unduly interrupted to allow the person to consult with
counsel. When a civilian employee 1s a member of an appropriate bargaining unit, the exciusive representative of the
unit has the right to be present whenever the employee is a respondent or witness during the preceedings if requested
by the employee and if the employee reasonably believes that the inquiry could lead to disciplinary action against him
or her {see para 3-8). '

3-5. Decisions

A board composed of more than one member arrives at findings and recommendations gs provided in section II of this
chapter. A formal board decides challenges by a respondent as provided in paragraph 5-7. The investigating officer or
president decides adminisirative matters, such as time of sessions, uniform, and recess, The legal advisor or, if none,
the investigating officer or president decides evidentiary and procedural matters, such.as motions, acceptance of
evidence, and continuances. The legal advisor’s decisions are final. Unless & voting member objects to the president’s
decision on an evidentidry or procedural matter at the time of the decision, it too is final. If there is such an objection,
a vote will be taken in closed session, and the president’s decision may be reversed by a majority vote Df the voting
members present.

3-6. Presence of the public and recording of proceedings

a. The public. Proceedings of an investigation or board are normally open to the public onlyif there is a respondent.
However, if & gquestion arises, the determination will be made based on the circumstances of the case. It may be
appropriate to open proceedings to the public, even when there is no respondent, if the subject matter is of substantial
public interest. It may be appropriate fo exclude the public from at least some of the proceedings even though there is a
respondent, if the subject matter is classified, inflammatory, or otherwise exceptionally sensitive. In amy case, the
appointing authority may specify whether the proceedings will be open or closed. If the appointing authority does not
specify, the investigating officer or the president of the board decides. If there is a respondent, the servicing JA or the
legal advisor, if any, will be consulted before deciding to exclude the public from any portion of the proceedings. Any
proceedings that are open to the public will also be open to representatives of the news media.

b. Recording. Neither the public nor the news media will record, pbotograph, broadcast, or televise the board
proceedings. A respondent may record proceedings only with the prior approval of the appointing suthority.
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PRES: This hearing wifl coms to order. This board of offcers has been called do determing
When RESF is withow counsel:

PRES.__. you may, i you desire, obtein civilian counsel at no expense to the Government for this hemdng. If you do not
obtain civilian counsel, you are entifled 10 be represented by 2 military counsel designated by the appeinting authority, Do you have counsel?

RESP: No (Yes).

If RESP has counsel, the RCDR should idersify that cownsel ot this point for the record, If RESP does not have counsel, the PRES should osk
this guesrion:

PRES: Do you desire o have militery counsel?
RESP: Yes (Noj.

If RESP smswers "ves,” the PRES should adjourn the hearing and ask the gppointing authority to appoirt counsel for RESP (see para 5-6b).
¥ counsel Is supplied, the RCDR should identify that counsel for the record when the board reconvenes.

A reporter and on Ewerpreter, ff wsed, should be sworn.

RCDR: The reporter will be swom.

RCDR: Do you swear (or effiem) that yon will faithfully perform the duties of reporter 1o this board, {so help you God)?
REPORTER: I do.

RCDE: The imerpreter will be swom.

RCDR: Do you sweer (or affirm) that you will feithfully perform the duties of interpreter in the case now in hearing, (st help you God)?

INTERPRETER: 1 do.

RCDR: The board it appointed by Memorandum of Appointment, Headgquarters, dated Have all
members of the board tead the memorandum of appointment? (f pot, the memorendom of appointment is read aloud by RCDR or silently by
any meober who bas pot read it) - :
When RESP has been designated by a separaie memtorandim of appointmenl, the same procedure apphies to that memorandum of appointment,
"RUBR: May the memormpdom of sppointment be attached to these procesdings as Enclosers 17

PRES: The memorandum of appoinment will be attached as requested.

RCDR: The following members of the board are present

The following members are absent:

RCDR should account for ail persannel of the board, including RESP and COUNSEL, i any, as present or absent a eack session. RCDR
should state the reason for any absence, i known, and whether the absence was authorized by the appointing authority.

PRES: ... you may challenge any member of the board (or the legal advisor) for lack of impartiality. Do you desire to meke &
challenge?

Figure 3-1. Suggested procedure for board of officers with respondents
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RESP (COUNSEL): Nu. {The respondent challenges )

If RESP challenges jor luck of impartiality, the LA, PRES, or next serior member, as appropriate, determines the challenge, Ser paragraph
5.7, If sustgining a challerige results in less than o quorum, the board should recess wntil additional members are added. See paragraph 5-2b.

RCDR swears board members, if required. PRES then swears RCDR, if reguired.
RCDR: The board will be swom.

All persons in the room stand while RCDR adminisiers the oath. Each voting member raises his or her right hand as RCDR calls his or her
name in administering the following oath: . .

RCDR: Do you, Colonet ., Lieniendnt Colonel _. Mejor. swear {affirm) that you will
faithfully perform your duties as @ member of this board; that you will impartially examine and inguire into the matter now bzfore you
acconding to the evidence, your comscience, and the laws and repulations provided; that you will make such findings of fact ag are supported by
the evidencs of meord; that, in determining thoge facts, you will use your professions] knowledge, best judgment, and common sense; and that
you will make sach recommendations &s are appropriate and warranted by your fiudings, sccording to the best of your understanding of the
rules, regdations, policies, 2ot cusioms. of the service, puided by your toncept of justice, bath to the Government and to individusls concemed,
(0 help you God)?

MEMBERS: T do.

The board members lower their hands but remain standing while the oath is administered to LA and to RCDR, if required.

FRES: Do yon, . swear {(or affinm} that you will faithfully perforn the duties of (legal
advisor} {recorder) of this board, (s0 help you God)?

LA/RCDR: I do.
All personnel now resume thelr seats.
PRES may now give gensral advice conceming applicable rules for the hearing,

RCDR: The respondent was notified of this hearing on 19

RCDR presents a copy of the memorandum. of notification with a certification that the original was delivered (or dispatched) to RESP {para
5-5) and reguests that it be amached 1o the proceedings as Enclosure

PRES: The copy of the memormndom of notification will be attached s requested.
Presentation of Evidence by the Recorder

RCDR may make an opening stotement at this point to clarify the expected presentation of evidence.

RCDR then calls witnesses and presents other evidence relevant to the subject of the proceedings. RCDR should lagically present the focts to
h2lp the board undersiand what happened. Except o otherwise directed by PRES, RCDR may determine the order of presentation of fucts. The
Jollowing examples are intended to serve ot a guide 1o the manner of presentation, but noy to the sequence.

RCDR: 1 request that this statement of (witness) be marked Exhfbit. . and reczived i evidence. This witness will not appear in person

becanse

1.4 (PRES): 'The statemert wili (not) be scoepted.

RCDR may read the statemeny i the board if it is accepred.

RCDR: I reguest thar this {documentary or reel evidence} be marked as Exhitit____ and received in evidence,

A foundasion for the introduction of such evidence normally is establivhed by a certificae or by tesimory of a witness indicating irs
authenticity. LA (PRES) determinzs the adeguacy of this foundation. If LA (PRES) hay a recsonable basis te believe the evidence iv whare &t
purports 1o be, ke or she may waive formal proof of authenicity.

Figure 3—1. Suggested procedure for board of officers with respondents—Continued
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RCDR: The secorder and respondent have agreed to stipulate

Before LA (PRES) accepts the stipularion, he or she should verify that RESF joins in the stipuf.azioﬁ_

LA (PRES): The stipulation is acécpwd.

If the stipulasion is in writing, it will be marked as an exhibi,

'RCDR conducts direct examination of each witness called by RCDR or ar the reguest of PRES or members. RESP or COUNSEL may then
fr::ibs—::fmm the witness, PRES end members of the board may then question the wimess, but PRES may control or lintls questions by board

RCDR: The board calls 88 B wittiess,

A military wimess approaches and salutes PRES, then roises his or her vight hand while RCDR administers the oath. 4 chvilian wimess does
the same but withowt saluting. See MCHM, Rules for Court-Martial 807, for further puidance with regard to oaths,

RCDR: Do you swear {or affirm) that the evidence you shall give in the case now in hearing shall be the muth, the whole truth, and nothing but
the ttuth, (so help you God)? - '

I the witnesy desires to qﬁirm‘ rather than swear, the words “so help you God™ will be omitted.

WITNESS: I do. ‘

The witness then takes the witness chair. RCDR asks every witness the following question ne ‘mmzer who called the witness,
RCDR: What is your fofl name {grode, branch of service, organization, and stefion) (and eddress)?

Whenever it appears appropriate and advisable to do 50, the board should explain the rights of a witness under Article 31 of the UCMI or the
Fifth Amendment 1 ihe Constitution. See paragraph 3-6c(5).

¥ the report of proceedings will be filed tn a system of records wnder the witness's name, the board must advise that witness in accordance
with the Privacy Aot See paragroph 3-7e. Normally, this reguirement gpplies only to RESP.

RCDR then asks questions o develop the matter under consideration.

RCDR: The recorder has no further questions.

RESP (COUNSEL) may cross—examine the wimess. RCDR may then conduct a redirect examination.
RCDR: Does the board have any goestions?

Any board member wishing to guestion the wimess should first secure the permission of PRES.

¥ RCDR and RESP (COUNSEL} wish to ask further questions after the board has examined the witness, they should seek permission from the
FPRES. FRES should normally grant such reguests unless the questions are repesitive or go beyond the scope of guestions asked by the board.

When all questioning has ended, PRES annownces:
PRES: The witness is sxcused.
PRES may advise the wimess ax follows:

PRES: Do not discuss your testimony in this case with snyone other than the recorder, the respondent, or Iis or ker counsel. If enyone else
atiernpis to ik with you sbout your testimony, you should tefl the pemon who odginally cefled you as a witness,

Verbatim proceedings s&.ou.{d indicate that the witmess (except RESP) withdrew from the room.

Unless expressly excused from further attendance during the hearing, oll witnesses remain subject to recall until the procesdings heve ended.
When o wimess is recolled, the RCDR reminds such witness, after he or she hay taken the witness stand:

RCDR: You are still under cath

The procedure in the case of o witness called by the board is the same as outlined aboyve for a witness called by RCDR.

Figure 3-1. Suggested procedure for board of officers with respondents—Continued
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RCDR: | bave nothing further lo offer relaling to the matter uader consideration,

Presentation of Respondent’s Evidence

RESP (COUNSELY: The resporident has (en} (no) opening statement.

RESP presents his or her stipuiations, witnesses, and other evidence in the same manner as 4id RCDR. RCOR administers oath 1o all witnesses
-and asks the first question 10 identify the wimess.

Should the RESP ke called to the stand as a witness, the RCDR will adminisier the oath and ask the following preliminary questions, after
which the procedure is the same as for other witnesses:

RCDR: What {s your name, {grade, branch of service, organization, and sation) (address, position, and place of employment)?

RESP:

RCDR: Are you the respondent in this case?
RESP:; Yes

The board may advise RESP of his or her rights wnder Article 31 of the UCMI, or the Fifth Amendment of the Constitution. See paragraph
3-Bef5h .

If the report of proceedings will be filed in o system of records under RESF's name, the bogrd must advise RESP in accordance with the
Privacy Act. See paragraph 3-7e.

When RESP has concluded M5 or her case, RESP announces:
RESP (COUNSEL): The respondent rests.
RCDR: The recorder has no further evidence to offer in this hearing. Does the hoard wish to have any wimesses called or recalied?

PRES: It does (not).

Clesing Arvguments and Deliberations

PRES: You may procesd with closing arguments. RCDR: The recorder (has no} (will make sn) opening argument,

RCDR may make the opening arpument and, if eny argument is made on behalf of RESF, the rebutial argument. Argwments are not required
{see para 5-9). If no argument is made, RESP or RCDR may say:

RESP (COUNSELYRCDR: The (respondent) (recorder) submits the case without argument

PRES: The hearing it adjourned.

Adjourning the hearing does not end the duties of the board It must arvive at findings based on the evidence and make recommendamions
supported by those findings. See chapter 3, section . Findings and recommendations need nat be anmounced to RESP, but in certain

proceedings, such as elimination actions, they customarily are. RCDR is responsible for compiling the report of procesdings and submining
properly authenticaied copies thereof 1o the appointing cuthority. See chapter 3, section I,

Legend :

PRES: President of the board of officers.

LA: Legal Advisor

LA(PRES): Legal Advisor, if one has been appointed; otherwise the bourd President.

RCDR: Recorder {jumior member of the board if no recorder has been appointed). (If the board consists of only one
mesnber, that member bas the responsibilities of both PRES and RCDR}

RESF: Respondent. ’

RESP {COUNSEL): Respondent or respendent’s counsel, if any.

Figure 3-~1. Suggested procedure for board of officers with respondents—Continued
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3-7. Rules of evidence and proof of facts

a. General. Proceedings under this regulation are administrative, not judicial. Therefore, an investigating officer or
board of officers is not bound by the rules of evidence for trials by courts—martial or for court proceedings generally.
Accordingly, subject only to the provisions of ¢ below, anything that in the minds of reasonable persons is relevant and
material to an issue may be accepted as evidence. For example, medical records, counseling statements, police reports,
and other records may be considered regardless of whether the preparer of the record is available to give a statement or
testify in person. All evidence will be given such weight as circumstances warrant. (See para 3-5 as to who decides
whether to accept evidence.)

b. Official notice. Some facts are of such common knowledge that they need no specific evidence to prove them (for
example, genera!l facts and laws of nature, general facts of history, location of major elements of the Army, and
organization of the Department of Defense (DOD) and its components), including matters of which judicial notice may
be taken. {See Military Rules of Bvidence (MRE) 201, séc II, part III, Manual for Courts-Martial, United States
(MCM))

¢. Limitations. Administrative proceedings govemned by this regulation generally are not subject to exclusionary or
other evidentiary rules precluding the use of evidence. The following limitations, however, do apply:

(1) Privileged communications. MRE, section V, part III, MCM, concerning privileged communications between
lawyer and client (MRE 502), privileged communications with clergy (MRE 503), and husband-wife privilege (MRE
504) apply. Present or former inspector general personnel will not be required to testify or provide evidence regarding
information that they obtained while acting as inspectors general. They will not be required to disclose the contents of
inspector general reports of investigations, inspections, inspector general action requests, or other memoranda, except
as disclosure has been approved by the appropriate directing authority (an official authorized to direct that an inspector
general mvestigation or mmspection be conducted) or higher authority. (See AR 20-1, para 3-6)

(2) Polygraph rests. No evidence of the results, taking, or refusal of a polygraph {lie detector) test will be considered
without the consent of the person involved in such tests. In a formal board proceeding with a respondent, the
agreement of the recorder and of any respondent affected is required before such evidence can be accepied.

(3} “Off the record” staiemenis. Findings and recommendations of the investigating officer or board must be
supported by evidence contained in the report. Accordingly, witnesses will not make statements “off the record” to
board members in formal proceedings. Even in informal proceedings, such statements will not be considered for their
substance, but only as help in finding additional evidence.

(4) Statements regarding disease or injury. A member of the Armed Forces will not be required to sign a statement
relating to the origin, incurrence, or aggravation of a disease or injury that he or she has suffered. Any such statement
against his or her interest is invalid (10 USC 1219} and may not be considered on the issue of the origin, incurrence, or
aggravation of a disease or injury that the member concerned has suffered. A statement made and signed veluntarily by
a soldier is not a statement that the soldier was “required to sign” within the meaning of this paragraph.

(5} Ordering witnesses to testify.

{a) No military witnesses or military respondents will be compelied to incriminate themselves, to answer any
guestion the answer to which could incriminate them, or fo make a statement or produce evidence that is not material
to the issue and that might tend to degrade them (see UCMI, Art 31

(b) No witnesses or respondents not subject to the UCMT will be reguired to make a statement or produce evidence
that would deprive them of rights against self-incrimination under the Fifth Amendment of the U.S. Constitution.

(c) A person refusing to provide information under {a) or (b) above must $tate specifically that the refusal is based
on the protection afforded by UCMI, Axt. 31, or the Fifth Amendment. The investigating officer or board will, after
consultation with the legal advisor or, if none has been appointed, the servicing JA, unless impractical to do so, decide
whether the reason for refusal is well taken. If it is not, the wiiness may be ordered to answer.

(d) Whenever it appears appropriate and advisable, an investigating officer or board will explain their rights to
witnesses or respondents. A soldier, for example, who is suspected of an offense under the UCMJ, such as dereliction
of duty, will be advised of his or her rights under UCMJ, Art. 31, before being asked any questions concerning the
suspected offense. The soldier will be given a reasonable amount of time to consult an attorney, if requested, before
answering any such guestions, No adverse inference will be drawn against soldiers who invoke that right under UCMI,
Ari. 31. It is recommended that the procedurs for explaining rights set forth on DA Form 3881 (Rights Waming
Procedure/Waiver Certificate} be used.

e} The right to invoke UCMIJ, Art. 31, or the Fifth Amendment is personal. No one may assert the right for another
person, and no one may assert i fo protect anyone other than himself or herself An answer tends to incriminate a
person if it would make it appear that person is guilty of a crime. '

(f In certain cases the appropriate authority may provide a witness or respondent a grant of testimonial immunity
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and require testimony notwithstanding UCMI, Art. 31, or the Fifth Amendment. Grants of immunity will be made
under the provisions of AR 27-10, chapter 2.

(6) Involuntary admissions. A confession or admission cbtained by unlawful coercion or inducement likely to affect
its truthfulness will not be accepted as evidence. The fact that a respondent was not advised of his or her rights under
UCMI, Art. 31, or the Fifth Amendment, or of his or her right to a lawyer does not, of itself, prevent acceptance of a
confession or admission as evidence.

{7) Bad faith unlawful searches. If members of the Armed Forces acting in their official capacity (such as military
police acting inv furtherance of their official duties) cenduct or direct a search that they know is unlawful under the
Fourth Amendment of the U.S. Constitution, as applied to the military community, evidence obtained as a result of that
search may not be accepted or considered against any respondent whose personal rights were violated by the search.
Such evidence is acceptable only if if can reasonably be determined by the legal advisor or, if none, by the
investigating officer or president that the evidencé would inevitably have been discovered. In all other cases, evidence
obtained as a result of any search or inspection may be accepted, even if it has been or would be ruled inadmissibie in
a criminal proceeding. '

3-8. Witnesses

a. General

{1) Investigating officers and boards generally do not have authority fo subpoena witnesses to appear and testify. An
appropriate commander or supervisor may, however, order military personnel and Federal civilian employees to appear
and testify. Other civilians who agree to appear may be igsued invitational travel orders in certain cases (see Joint
Travel Regulations (JTR), vol 2, para C6000.11). The investigating officer or board president nommally will inform
witnesses of the nature of the investigation or board before taking their statements or testitmony. The investigating
officer or board president, assisted by the recorder and the legal advisor, if any, will protect every witness from
improper guestions, unnecessarily harsh or insulting treatrnent, and unnecessary inguiry into his or her private affairs.
(See para 3-2 as to placing witnesses under oath.)

(2} During an investigation under this regulation, the exclusive representative of an appropriate bargaining unit has
the right to be present whenaver a civilian employee of the unit is a respondent or witness during the proceedings if
requested by the employee and if the employee reasonably believes that the inquiry could lead to disciplinary action
against him or her. Usnless required by the collective bargaining agreemsent, there is no requirement to advise the
employse of this ripght. If the employee requests the presence of the exclusive representative, a reasonable amount of
time will be allowed to obtain him or her. The servicing civilian personnel office and labor counselor wiil be consuited
before denying such a request.

b. Anendance as spectators. Witnesses other than respondents normally will not be present at the investigation or
board proceedings except when they are testifying. In some cases, however, it is necessary to allow expert witnesses to
hear evidence presented by other witnesses in order that they may be sufficiently advised of the facts to give informed
testimony as {o the technical aspects of the case. In such instances, the report of proceedings will indicate that the
expert witnesses were present during the testimony of the other witnesses.

¢, Taking testimony or stgtements.

(1) If & board is formal, or if the appointing anthority has directed a verbatim record {see pars 2-2), witnesses’
statements will be elicited by questions and answers. However, narrative testimony may be used.

(2) In informal preceedings, statements of witnesses may be obtained at informal sessions in which they first relate
their knowledge and then summarize those statements in writing. A tape recorder may be used to facilitate later
preparation of written staterments, but the witness will be informed if one is used. The investigating officer or board
will agsist the witness in preparing & written statement to avoid inciusion of irrelevant material or the omission of
important facts and circumstances. However, care must be taken to ensure that the statement is phrased in the words of
the witness. The interviewer must scrupulously avoid coaching the witness or suggesting the existence or nonexistence
of material facts. The witness may be asked to read, cormrect, and sign the final statement.

(3} Whether the witness swears to the statement is within the discretion of the investigating officer or president, If
the statement is to be swom, use of DA Form 2823 (Sworn Statement) is recommended. If the witness 15 unavailable or
refuses {o sign, the person who took the statement will note, over his or her own signature, the reasons the witness has
not signed and will certify that the statement i an accurate summary of what the witness said.

(4) Whether the proceeding is formal or informal, to save time and resources, witnesses may be asked to confirm
written swom or unsworn statements that have first been made exhibits. The witnesses remain subject to questioning on
the substance of such statemenis.

(5) Although the direct testimony of witnesses is preferable, the investigating officer or board may use any previous
statemnents of a witness as evidence on factual issues, whether or not the following conditions exist:

{a} Proceedings are formal or informal.

(b) Witness is determined to be unavailable.

{c) Witness testifies.

(d) Prior stalemenis Wwere sworm OT UNSWOrH.
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{e} Prior statemenis were oral or written.

() Prior statements were faken during the course of the investigation.

d. Discussion of evidence. An investigating officer or board may direct witnesses who are subject to Army authority,
and request other witnesses, not to discuss their statements or testimony with other witnesses or with persons who have
no official interest in the proceedings unti! the nvestigation is complete. This precautien is appropriate to eliminate
possible influence on the testimony of witnesses still to be heard. Witnesses may not be precluded from discussing any
relevant matter with the recorder, 2 respondent, or counsel for a respondent.

e. Privacy Act statements.

{1} When required. A Privacy Act statement {AR 340-21) will be provided to a witness if the report of proceedings
will be filed in a system of records from which it can be retrieved by reference to the name or other personal identifier
of that witness. Unless otherwise informed by the appointing authority, an investipating sfficer or board may presume
that the report of proceedings will be retrievable by the name of each person designated as a respondent, but that the
report will net be refrievable by the name of any other witness. If any question arises as to the need for a Privacy Act
statemnent, the investigating officer or board will consult the legal advisor, if any, or the servicing JA.

(2) Method of providing statement. Appendix B provides guidance for preparing Privacy Act statements. The
staternent may be written or oral, but it must be provided before taking the wimness’s testimony or statement. A written
statement will be attached to the report of proceedings as an enclosure. An oral siatement will be noted in the report
either as part of a verbatim transcript or as an enciosure, in the form of a certificate by the officer who provided the
Privacy Act statement.

(3) Copy of the statement. Anyone to whom this requirement applies is entitled f 2 copy of the Privacy Act
statemnent in a form suitable for retention. Providing a respondent a copy of the part of the report of proceedings (see
para 5-10) that includes the statement satisfies this requirement. Any other witness who is provided a Privacy Act
statement will, on request, be furnished a copy of the statement in a form suitable for retention.

3-9. Communications with the appointing authority
If in the course of the investigation or board something happens that could cause the appointing authority to consider
enlarging, restricting, or terminating the proceedings, altering the composition of the fact—{finding body or ctherwise
modifying any instruction in the original appointment, the investigating officer or president of the board will report this
gituation to the appointing authority with recommendations.

Section Il
Findings and Recommendations

3-10. Findings

a. General. A finding is 2 clear and concise statement of a fact that can be readily deduced from evidence in the
record. It is directly established by evidence in the record or is a conclusion of fact by the investigating officer or
board. Negative findings (for example, that the evidence does not establisk a fact) are often appropriate. The number
and nature of the findings required depend on the purpose of the investigation or board and on the instructions of the
appointing authority. The invesiigating officer or board will normaily not exceed the scope of findings indicated by the
appointing authority. (See para 3-9.) The findings will be necessary and sufficient to support each recommendation.

b. Standard of proof Unless another directive or an instruction of the appointing authority establishes a different
standard, the findings of tnvestigations and boards governed by this regulation must be supported by a greater weight
of evidence than supports a confrary conclusion, that is, evidence which, after considering all evidence presented,
points fo a particular conclusion as being more credible and probable than any other conclusion. The weight of the
evidence is not determined by the number of witnesses or volume of exhibits, but by considering all the evidence and
evaluating such factors as the witness’s demeanor, opportunity for knowledge, information possessed, ability to recall
and relate events, and other indicaticns of veracity.

c. Form. Findings will be stated fo reflect clearly the relevant facts estabiished by the evidence and the conclusions
thereon of the investigating officer or board. If findings are required on only one subject, normally they will be stated
in chronological order. If findings are required on several distinet subjects, they normally will be stated separately for
each subject and chroneclogically within gach one, If the investigation or board is authorized by a directive that
establishes specific requirements for findings, those requirements must be satisfied.

3-11. Recommendations

The nature and extent of recommendations required also depend on the purpose of the investigation or board and on
the instructions of the appointing authority. Bach recommendation, even 2 negative one (for example, that no further
action be taken) must be consistent with the findings. Investigating officers and beards will make their recommenda-
tions according to their understanding of the rules, regulations, policies, and customs of the service, guided by their
concept of fairness both to the Government and to individuals.
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3-12. Deliberation

After all the evidence has been received {(and arguments heard, if there is a respondent), the investigating officer or
board members will congider it carefully in light of any instructions contained in the original appointment and any
suppiemental instructions. These deliberations will (and if there is a respondent, must) be in closed session, that is, with
only voting members present. Nonvotfing members of the beard do not participate in the board’s deliberations but may
be consulted, The respondent and the respondent’s counsel, if any, will be afforded the opportunity to be present at
such consultaiion. The board may request the legal advisor, if any, to assist in putting findings and recommendations in
proper form after their substance has been adopted by the board. A respendent and counsel are not entitled to be
present during such assistance,

3-13. Voting

A board composed of more than one voting member atrives at its findings and recommendations by voting. All voting
members present must vote. After thoroughly considering and discussing sll the evidence, the board will propose and
vote on findings of fact. The board will next propose and vote on recommendations. If additional findings are
necessary to support a proposed recommendation, the board will vote on such findings before voting on the related
recommendation. Unless another directive or an instruction by the appointing authority establishes a different require-
ment, a majority vote of the voting members present determines questions before the board. In case of a tie vote, the
president’s vote is the determination of the board. Any member who does not agree with the findings or recommenda-
tions of the board may include a minority report in the report of proceedings, stating explicitly what part of the report
he or she disagrees with and why. The minority report may include its own findings and/or recommendations.

Section Il
Report of Proceedings

3-14, Format

a. Formal 1f a verbatim record of the proceedings was directed, the transcript of those proceedings, with a
completed DA Form 1574 (Report of Proceedings by Investigating Offices/Board of Officers) as an enclosure, and
other enclosures and exhibits will constifute the report. In other formal boards, a completed DA Form 1574, with
enclogures and exhibits, will constitute the report.

b. Informal In an informal investigation or board, the report will be written unless the appointing authority has
authorized an oral report. Written reports of informal investigations will use DA Form 1574; however, its use is not
required unless specifically directed by the appointing authority. Every report—oral or written, on DA Form 1574 or
nat-—will include findings and, unless the instructions of the appointing authority indicate otherwise, recommendations.

3-15. Enclosures
In written reports, all significant letters and other papers that relate to administrative aspects of the investigation or
board and that are not evidence will be numbered consecutively with roman numerals and made enclosures, including
such items as these:

a. The memorandum of appointment or, if the appointment was oral, a summary by the investigating officer or
board inclading date of appointment, identification of the appointing authority and of all persons appointed, purpose of
the investigation or board, and any special instructions.

b. Copies of the notice to any respondent (see para 5-5).

¢. Copies of other correspondence with any respondent or counsel.

d. Written communications to or from the appointing authority (see para 3-8).

e. Privacy Act statements (see para 3-8e).

f Explanation by the investigating officer or board of any unusual delays, difficulties, irregularities, or other
problems encountered.

3-16. Exhibits

a. General. In written reports, every item of evidence offered to or received by the investigation or board will be
marked as a separate exhibit. Unless a verbatim record was directed, statemnents or transcripts of testimony by
witnesses will also be exhibits, Exhibits will be numbered consecutively as offered in evidence (even if not accepted),
except that those submitted by each respondent will be lettered consecutively (and further identified by the name of the
respondent, if more than one). Exhibits submitted but not admitted in evidence will be marked “Not admitted.”

b. Real evidence. Because attaching real evidence (physical objects) to the report is usually impractical, clear and
accurate descriptions (such as written statements) or depictions (such as photographs) authenticated by the investigating
officer, recorder, or president may be substituted in the report. In any case, the real evidence itself will be preserved,
inchuding chain of custody, where appropriate, for use if further proceedings are necessary. The exhibit in the report
will tell where the real evidence can be found. After final action has been tzken in the case, the evidence will be
disposed of as provided in AR 190-22, where applicable,
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¢. Documentary evidence. When the original of an official record or other document that must be returned is an
exhibit, an accurate copy, authenticated by the investigating officer, recorder, or president, may be used in the written
report. The exhibit in the report will tell where the original can be found

d Official notice. Matters of which the investigating officer or board took official notice (para 3-65) normally need
not be recorded in an exhibit. If, however, official notice is taken of a matter over the objection of a respondent or
respondent’s counsel, that fact will be noted in the written report of proceedings, and the investigating officer or board
will include as an exhibit a statement of the matter of which official nofice was taken.

e. Objections. In a formal board, if the respondent or counsel makes an obiection during the proceedings, the
ohjection and supporting reasens will be noted in the report of proceedings.

3-17. Authentication

Unless otherwise directed, a written report of proceedings will be authenticated by the signature of the investigating
officer or of all voting members of the board and the recorder. Board members submitting a minotity report (see para
3-13) may authenticate that report instead. If apy voting member of the board or the recorder refuses or is unable to
authenticate the report (for example, because of death, disability, or absence), the reason will be stated in the report
where that authentication would otherwise appear.

3-18. Safeguarding a written report

a. When the report contains material that requires protection but does not have a security classification, the report
will be marked “For Official Use Only” as provided by AR 25-55,

b. No one will disclese, release, or cause fo be published any part of the report, except as required in the normal
course of forwarding and staffing the report or as otherwise authorized by law or regulation, without the approval of
the appeinting authority.

3-19. Submission

A written report of proceedings will be submitted, in two complete copies, directly to the appoeinting authority or
designee, unless the appointing anthority or another directive provides otherwise. If there are respondents, an additional
copy for each respondent will be submitted to the appointing authority.

3-20. Action of the appointing authority

The appointing authority will notify the investigating officer or president of the board if further action, such as taking
further evidence or making additional findings or recommendations, is required. Such additional proceedings will be
conducted under the provisions of the original appointing memorandum, including any modifications, and will be
separately authenticated per paragraph 3-16. If applicable, the appointing authority will ensure that the provisions of
paragraph 1-8 have been satisfled. (See para 2-3 for further guidance.)

Chapter 4
Informal Investigations and Boards of Officers

4-1. Composition

Informal procedures may be used by a single investigating officer or by a board of two or more members. (One officer
is not designated a board unless procedures are formal.) All members are voting members. Appointment of advisory
members or a legal adviser is unnecessary because persons with special expertise may be consulled informally
whenever desired. The senior member present acts as president. There is no recorder. The president prescribes the
duties of each member. A quorum is required only when voling on findings and recommmendations. (See para 3-13.)

4-2. Procedure

An informal investigation or board may use whatever method it finds most efficient and effective for acguiring
information. (See chap 3 for general guidance) A board may divide witnesses, issues, or evidentiary aspects of the
inquiry among its members for individual investigation and develepment, holding no coliective meeting until ready to
review all the information collected. Although witnesses may be called to present formal testimony, information also
may be obtained by personal interview, correspondence, telephone inguiry, or other informal means.

4-3. Interested persons
Informal procedures are not intended to provide a hearing for persons who may have an inferest in the subject of the
investigation or board. No respondents will be designated and no one is entitled to the rights of a respondent. The
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investigating officer or board may still make any relevant findings or recommendations, including those adverse te an
individual or individuals. '

Chapter 5
Formal Boards of Officers

Section [
General

5-1. Members

a. Voting members. All members of a formal board of officers are voting members except as provided sisewhere in
this paragraph, in other applicable directives, or in the memorandum of appointment.

b. President. The senior voting member present acts as president. The senior voting member appointed will be at
least a major, except where the appointing authority determines that such appointment is impracticable because of
military exigencies. The president has the following responsibilities:

(1) Administrative. The president will—

(@} Preserve order

(b} Determire time and uniform for sessions of the board.

{c) Recess or adjourn the board as necessary.

{d) Decide routine administrative matters necessary for efficient conduct of the business of the board.

(e} Supervise the recorder to ensure that all business of the board is properly conducted and that the report of
proceedings is submitted promptly. If the board consists of only one member, that member has the responsibilities of
both the president and the recorder.

(2} Procedural.

{a) When a legal advisor has been appoioted, the Jegal advisor rules finally on rmatters set forth in paragraph 4
below,

(b) When a legal advisor has not been appointed, the president will rule on evidentiary and procedural matters. The
ruling on any such matter (other than a challenge) may be reversed by majority vote of the voting members present.
(See para 3-5.) If the president determiries that he or she needs legal advice when ruling on evidentiary and procedural
matters, he or she will centact the legal office that ordinarily provides legal advice to the appointing authority and ask
that a JA or a civilian attorney who is a member of the Judge Advocate Legal Service be made available for legal
consultation. When a respondent has been designated, the respondent and counsel will be afforded the opportunity to
be present when the legal advice is provided.

c. Recorder. The memorandum of appointment may designate a commissioned or warrant officer as recorder. It may
also designate assistant recorders, who may perform any duty the recorder may perform. A recorder or assistant
recorder so designated is a nonvoting member of the board. If the memorandum of appointment does not designate a
recorder, the junior member of the board acts as recorder and is a voting member.

d Legal advisor.

(1) A legal advisor is a nonvoting member. He or she rules finally on challenges for cause made during the
proceedings (except a challenge against the legal advisor (see para 5-7¢)) and on all evidentiary and procedural matters
{see para 3-5), but may not dismiss any question or issue before the board. In appropriate cases, the legal advisor may
advise the board on legal and procedural matiers. If a respondent has been designated, the respondent and counsel will
be afforded the opportunity to be present when legal advice i1s provided fo the board. If legal advice is not provided in
person (for example, by telephone or in writing), the right to be “present” is satisfied by providing the opportunity to
listen to or read the advice. The right to be present does not extend te general procedural advice given before the board
initially convened, to legal advice provided before the respondent was designated, or to advice provided under
paragraph 3-12. '

{(2) A JA or a civilian attorney who is a member of the Judge Advocate Legal Service may be appointed as legal
advisor for & formal board of officers under the following circumstances:

{a) TIAG authorizes the appointment. '

(b) Another directive applicable to the board requires the appeintment.

{c} The appointing autherity is a GCM convening authority,

(d) The appointing zuthority is other than a GCM convening authority, and a JA is assigned to his or her
organization or a subordinate element thereof under an applicable table of organization and equipment or tables of
distribution and allowances; or the appropriate GCM convening authority authorizes appointment of a legal adviser.

{3) Appointment of a legal advisor under this paragraph will occur only after consultation with the SJA of the GCM
jurisdiction concemed. The SJA will then be responsible for providing or arranging for the legal advisor.

¢. Members with special technical kmowledge. Persons with special technical knowledge may be appointed as voting
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members or, unless there is a respondent, as advisory members without vote. Such persons need not be commissioned
or watrant officers. If appointed as advisory members, they need not participate in the board proceedings except as
directed by the president. (See para 3—12 with regard to participation in the board’s deliberations.) The report of
proceedings wiil indicate the limited participation of an advisory member.

5-2. Attendance of members

a. General. Aftendance at the proceedings of the board is the primary duty of each voting member and takes
precedence over ail other duties, A voting member must attend scheduled sessions of the board, if physically able,
uniess excused in advance by the appointing authority. If the appointing authority is a GCM convening autherity or a
commanding general with a legal advisor on his or her staff, the authority to excuse individual members before the first
session of the board may be delegated o the SJA or legal advisor. The beard may proceed even though a member is
absent, provided the necessary quorum is present (see o below), If the recorder is absent, the assistant recorder, if any,
or the junior member of the board will assume the duties of recorder. The board may then proceed at the discretion of
the president,

b. Quorum. Unless another directive requires a larger number, a majority of the appointed voting members (other
than nonparticipating alternate members) of a board constitutes a quorim and must be present at all sessions. If another
directive prescribes specific qualifications for any voting member (for example, component, branch, or technical or
professional gualifications), that member is essential to the guorum and must be present at all board sessions.

c. Alternate members. An unnecessarily large number of officers will not be appointed to a board of officers with
the intention of using only those available at the time of the board’s meeting. The memorandurn of appointment may,
however, designaie alternate members to serve on the board, in the sequence listed, if necessary to constitute a quorum
in the absence of a regular member. These aiternate members may then be added to the board at the direction of the
president without further consultation with the appointing authority, A member added thereby becomes a regular
member with the same obligation to be present at all further proceedings of the board. (See subpara a above.}

d Member not present at prior sessions. A member who has not been present at a prior session of the board, such
as an absent member, an slternate member newly anthorized to serve as a member, or a newly appointed member, may
participate fully in all subsequent proceedings. The member must, however, become thoroughly familiar with the prior
proceedings and the evidence. The report of proceedings will reflect how the member became familiar with the
proceedings. Except as directed by the appointing authority, however, a member who was not available (because of
having been excused or otherwige) for a substantial portion of the proceedings, 2s determined by the president, will no
longer be considered a member of the board in that particular case, even if that member later becomes available to
serve.

5-3. Duties of recorder

a. Before a session. The recorder is responsible for administrative preparation and support for the board and wiil
perform: the following duties before a session:

(1) Give timely notice of the time, place, and prescribed uniform for the session to all participants, including board
membets, witnesses, and, if any, legal advisor, respondent, counsel, reporter, and interpreter. Only the notice to a
respondent required by paragraph 5-5 need be in writing. It is usually appropriate also to notify the commander or
supervisor of each witness and respondent.

(2) Armange for the presence of witnesses who are o testify in person, including attendance at Government expense
of military personnel and civilian government employees ordered to appear and of other civilians voluntarily appearing
pursuant to invitational travel orders. (See para 3-8a.)

(3) Ensure that the site for the session is adequate and in good order

{4} Arrange for necessary personnel support (clerk, reporter, and interpreter), recordmg equipment, stationery, and
other supplies.

{5} Asmange to have available all necessary Privacy Act statements and, with approprzdte authentlcatzon all required
records, documents, and real evidence.

{6) Ensure, subject (o security requirements, that all appropriate records and documents referred with the case are
furnished te any respondent or counsel.

{7) Take whatever other action is necessary to ensure a prompt, full, and orderly presentation of the case.

b, During the session. The recorder will perform the following duties during the session:

{1} Read the memorandum of appointment af the initial session or determine that the participants have read it.

{2) Note for the record at the beginning of each session the presence or absence of the members of the board and, if
any, the respondent and counsel.

(3) Administer oaths as necessary.

(4) Execute zll orders of the board.

{5} Conduct the presentation of evidence and examination of witnesses to bring out all the facts,

c. Afier the proceedings. The recorder is responsible for the prompt and accurate preparation of the report of
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proceedings, for the authentication of the completed report, and, whenever practicable, the hand—carried delivery of the
report, including delivery to. the appointing autherity or designee.

Section i
Respondents

5-4. Designation

a. General. A respondent may be designated when the appoiniing authority desires to provide a hearing for a person
with a direct interest in the proceedings. The mere fact that an adverse finding may be made or adverse action
recommended against a person, however, does not mean that he or she will be designated a respondent. The appointing
authority decides whether to designaie 2 person as a respondent except where designation of a respondent is—

(1) Directed by authorities senior to the appointing authority; or

(2} Required by other regulations or directives or where procedural protections available only fo a respondent under
this regulation are mandated by other repulations or directives.

b. Before proceedings. When it is decided at the time a formal board is appointed that a person will be designated a
respondent, the designation will be made in the memorandum of appointment,

¢. During the proceedings.

(1) Tf, during formal board proceedings, the legal advisor or the president decides that it would be advisable to
designate a respondent, a recommendation with supporting information will be presented to the appointing autherity.

(2) The appointing authority may designate a respondent at any point in the proceedings. A respondent so desig-
nated will be allowed a reasonable time to obtain counsel (see para 5—6) and to prepare for subsequent sessions.

(3) If a respondent is designated during the investigation, the record of proceedings and all evidence received by the
board to that point will be made available to the newly designated respondent and counsel. The respondent may reguest
that witnesses who have previously testified be recalled for crosg—examination. If circumstances do not permit recalling
a witness, a written statement may be obiained. In the absence of compelling justification, the proceedings will not be
delayed pending the obtaining of such statement. Any testimony given by a person as a witness may be considered
even if that witness is subsequently designated a respondent.

5-5. Notice
The recorder will, at a reasonable time in advance of the first session of the board concerning 2 respondent (including a
respondent designated during the proceedings), provide that respondent a copy of all unclassified documents in the case
file and a letter of notification. In the absence of special circumstances or a different period established by the directive
authorizing the board, & “rezsonable time” is 5 working days. The letter of notification will include the following
information:

a. The date, hour, and place of the session and the appropriate military uniform, if applicable,

b. The matter to be investigated, including specific allegations, in sufficient detail to enable the respondent to
prepare.

¢. The respondent’s rights with regard to counsel. (See para 5-6.)

d. The name and address of each witness expected to be called.

e. The respondent’s rights to be present, present evidence, and call witnesses. (See para 5-8a.)

£ (Only if the board involves classified matfers.) The respondent and counse! maay examine relevant classified
materials on request and, if necessary, the recorder will assist in arranging clearance or access. (See AR 380-67.)

5-86. Counsel

a. Entitlement. A respondent is entitled to have counsel and, to the extent permitied by security classification, to be
present with counsel at all open sessions of the board. Counsel may alse be provided for the limited purpose of taking
a witness’s statement or testimony, if respondent has not yet obtained counsel. An appointed counsel will be fumished
ounly fo civilian employees or members of the military.

b, Who may act. .

(1) Civilian counsel. Any respondent may be represented by civilian counsel not employed by and at no expense to
the Government. A Govermnment civilian eriployee may not act as counsel for compensation or if it would be
inconsistent with faithful performance of regular duties. (See 18 USC 205.) In addition, a DA civilian employee may
act as counsel only while on leave or outside normal hours of employment, except when acting as the exclusive
representative of the bargaining unif pursuant to 5 USC 7114(a)(2XB). (See para 3-4))

(2) Milltary counsel for military respondents. A military respondent who does not retain a civilian counsel is entitled
to be represented by a military counsel designated by the appointing authority. A respondent whe declines the services
of a gualified designated counsel is not entitled to have a different counsel designated.

(3) Military counsel for civilian respondents. In boards appointed under the authority of this regulation, Federal
civilian employees, including those of nonappropriated fund instrumentalities, will be provided a military counsel under
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the same conditions and procedures as if they were military respondents, unless they are entitled to be assisted by an
exclusive representative of an appropriate bargaining unit.

¢. Delay. Whenever practicable, the board proceedings will be held in abeyance pending respondent’s reasonable
and diligent efforts to obtain civilian counsel. However, the proceedings will nof be delayed unduly to permit a
respondent to obtain a particular counsel or to accommodate the schedule of such counsel '

d. Qualifications. Coungel will be sufficiently matare and experienced to be of genuine assistance to the respondent.
Unless gpecified by the directive under which the board is appointed, counsel is not required to be a lawyer.

e. Independence. No counsel for a respondent will be censured, reprimanded, admonished, coerced, or rated less
favorably as a result of the lawful and ethical performance of duties or the zeal with which he or she represents the
respondent. Any questmn concerning the propriety of a counsel’s conduct in the perfamance of his or her duty will be
referred to the servicing JA.

5-7. Challenges for cause

a. Right of respondent. A tespondent is entitied to bave the matier at issue decided by a board composed of |
impartial members. A respondent may challenge for cause the legal advisor and any voting member of the board who
does not meet that standard. Lack of impartiality is the only basis on which a challenpe for cause may be made at the
board proceedings. Any other matter affecting the qualification of a board member may be brought o the attention of
the appointing authority. {See para 3-3.)

b. Making a challenge. A challenge will be made as soon as the respondent or counsel is aware that prounds exist;
failure to do so normally will constitute a waiver. If possible, all challenges and grounds will be communicated to the
appointing authority before the board convenes. When the board convenes, the respondent or counsel may question
members of the board to determine whether to make a chailenge. Such questions must relate directly to the issue of
impartiality, Discretion will be used, however, to avoid revealing prejudicial matters to other members of the board; iff
a challenge is made after the board convenes, only the name of the challenged member will be indicated in open
session, not the reason for believing the member is not irpartial.

¢. Deciding challenges. The appoiniing authority decides any challenge to a bosrd of officers composed of a single
member and may decide other challenges made before the board convenes. Otherwise, a challenge is decided by the
legal advisor or, if none or if the legal advisor is challenged, by the president. If there is no legal advisor and the
president is chalienged, that challenge is decided by the next senior voting member.

d. Procedure. Challenges for lack of impartiality not decided by the appointing authority will be heard and decided

" at a segsion of the board atiended by the legal advisor, the president or the next senjor member who will decide the
challenge, the member challenged, the respondent and his or her counsel, and the recorder. The respondent or counsel
making the challenge may question the challenged member and present any other evidence o support the challenge.
The recorder also may present evidence on the issue. The member who is to decide the challenge may question the
challenged member and any other witness and may direct the recorder fo present additional evidence. If more than one
mermber is challenged at a time, each challenge will be decided independently, in descending order of the challenged
members’ ranks.

e. Susiained challenge. If the person deciding 2 challenge sustains it, he or she will excuse the challenged member
from the board at once, and that person will no longer be a member of the board. If this excusal prevents a guorum
(see para 524}, the board will adjourn to allow the addition of another member; otherwise, proceedings will continue.

5-8. Presentafion of evidence

a. Rights of respondent. Except for good cause shown in the report of proceedings, a respondent is entitled to be
present, with counsel, at all opsn sessions of the board that deal with any matter concerning the respondent. The
respondent may—

(1) Examine and cbject to the introduction of real and documentary evidence, including written statements.

(2) Object to the testimony of witnesses and cross—examine witnesses other than the respondent’s own.

(3) Call witnesses and otherwise introduce evidence.

{4y Testify as a witness; however, no adverse inference may be drawn from the exercise of the privilege againsi
self~incrimination. (See para 3-7¢(3).)

b. Assistance.

(1) Upon receipt of a timely written request, and except as provided in (4) below, the recorder will assist the
respondent in obtaining documentary and real evidence in possession of the Govemnment and in arranging for the
presence of witnesses for the respondent.

{2) Except as provided in subparagraph (4) below, the respondent is entitled to compulsory attendance at Govern-
ment expense of witnesses who are seldiers or Federal civilian employees, to authorized reimbursement of expenses of .
other civilian witnesses who voluntarily appear in response to invitaticnal travel orders, and to official cooperation in
obtaining access to evidence in possession of the Government, fo the same extent as is the recorder on behalf of the
Govermnment. If the recorder, however, believes any witness’s testimony or other evidence requested by the respondent
is irrelevant or unnecessarily cumulative or that its significance is disproportionate to the delay, expense, or difficulty
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in obtaining it, the recorder will submit the respondent’s request to the legal advisor or president (see para 3-5), who
will decide whether the recorder will comply with the request. Denial of the request does not preclude the respondent
from obtaining the evidence or witness without the recorder’s assistance and at no expense to the Government.

(3) Nothing in this paragraph relieves a respondent or counse! from the obligation o exercise due diligence in
preparing and presenting his or her own case. The fact that any evidence or witness desired by the respondent Is not
reasonably available normally is not a basis for terminating or invalidating the proceedings.

(4) Evidence that is privileged within the meaning of paragraph 3-7¢(1) will not be previded to a regpondent or
counsel unless the recorder intends to introduce such evidence to the board and has obtained approval o do so.

5-9. Argument

After all evidence has been received, the recorder and the respondent or counsel may make a final statement or
argument. The recorder may make the opening argument and, if argument is made on behaif of a respondent, the
closing argument in rebuitdl.

5-10. After the hearing

Upon approval or other action on the seport of proceedings by the appointing authority, the respondent or counsel will
be provided a copy of the report, including all exhibifs and enclosures that pertain to the respondent. Portions of the
report, exhibits, and enclosures may be withheld from a respondent only as required by security classification or for
other good cause determined by the appointing authority and explained to the respondent in writing.
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Appendix A
References

Section 1
Required Publications
Military Rules of Evidence are found in the Manual for Courts—Martial, United States.

AR 20-1 :
Inspecior General Activities and Procedures. (Cited in paras -5 and 3-7.)

AR 25-55
The Department of the Army Freedom of Information Act Program. (Cited in parz 3-18.)

AR 27-10
Military Justice. (Cited in para 3-7 and app B.)

AR 195-5
Evidence Procedures. {Cited in para 3-16.)

AR 340-21
The Army Privacy Program. (Cited in para 3-8 and app B.)

AR 380-67
The Department of the Army Personnel Security Program. (Cited in para 5-5.)

JTR, vol. 2 :
{Cited in para 3-7.) (Available at hitps:/secureapp2.hqda.pentagon.mil/perdiem.)

MCM 2005
See Military Rules of Fvidence contained therein. (Cited in para 3-7.)

MRE 201
Judicial notice of adjudicative facts.

MRE 502
Lawyer-client privilege.

MRE 503
Communications to clergy.

MRE 504
Husband-wife privilege.

UCMJ, Art. 31
Compulsory self-incrimination prohibited

UCMI, Art. 136

Authority to administer oaths and act as notary. (Cited in paras 1-3, 2-3, 3-2, and 3~7.) (Available from
www.army mil/references/UCMI.)

UCMJ, Art. 138
Complaints of wrongs

Section |l
Related Publications

A related publication is a source of additional information. The user does not have to read it to understand this
regulation. United States Code is found at www.gpoaccess.gov/uscode,

AR 210-7
Commercial Solicitation on Army Installations
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AR 380-5
Department of the Army Information Security Program

AR 385-40
" Accident Reporting and Records

AR 600-8-14
Identification Cards for M

AR 600-37
Unfavorable Information

AR 7355
Policies and Procedures for Property Accountability

5 USC 303
Oaths o withesses

5 USC 7114
Representation rights and duties

10 USC 933
Conduct unbecoming an officer and a gentleman

10 USC 1219
Statement of origin of disease or injury: limitations

10 USC 3012
Departmment of the Army: seal

18 USC 205
Activities of offices and employees in claims against and other matters zffecting the Government

U.S. Constitution, amend. 5

No person shall be held to answer for a capital, or otherwise infamous crime, unless on a presentment or indictment of
a Grand Jury. . . .

Section [l
Prescribed Forms
The following forms are available on the APD Web site (www.apd.ammy.mil) unless otherwise stated.

DA Form 1574
Report of Proceedings by Investigating Officer/Board of Officers. (Cited in para 3-14.)

Section IV
Referenced Forms

DA Form 2823
Sworn Statement

DA Form 3881
Rights Waming Procedure/Waiver Certificate

Appendix B
Guidance for Preparing Privacy Aci Statements

B-1. General
a. The Privacy Act requires that, whenever personal information is solicited from an individua!l and the information
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will be filed so as 0 be reirievable by reference to the name or other personal identifier of the individual, he or she
must be advised of the following information: :

(1) The authority for soliciting the information.

{2) The principat purposes for which the information is intended to be used.

(3) The routine uses that may be made of the information,

(4) Whether disclosure is mandatory or voluntary.

(5) The effect on the individual of not providing zll or part of the information

b. Each Privacy Act statement must be tailored fo the matter being investigated and to the person being asked to
provide information. The servicing JA will be consulted for assistance in preparing Privacy Act statements, as
necessary.

B—2. Content :

a, Authority. If a specific statute or executive order autherizes collection of the information, or authorizes perform-
ance of a function that necessitates collection of the information, the Privacy Act statement will cite if as the authority
for solicitation. For example, if a commander appoints an investigating officer to Inquire into a UCMI, Art. 138,
complaint under the provisions of AR 27-10, the statutory authority for solicitation of the information would be 10
USC 938. Reguiations will not be cited as the authority. If ne specific statute or executive order can be found, the
authority to cite is 10 USC 3012.

b. Principal purposes. The statement of principal purposes will consist of a short staiement of the reason the
investigation is being conducted. The following examples apply to particular types of investigations:

(1) Administrative elimmation proceeding under AR 635-200: “The purpose for soliciting this information is to
provide the commander a basis for a determination regarding your retention on active duty and, if a determipation ig
made not to retain you on active duty, the type of discharge to award.”

(2) Investigation of a UCMIJ, Art. 138, complaint: “The purpose for soliciting this information is to obtain facts and
make recommendations to assist the commander in determining what action fo take with regard to (your) (complain-
ant’s) UCMI, Art 138, complaint.”

(3) Investigation of a security violation: “The purpose for soliciting this information is to determine whether {he
security viclation under investigation resulted in & compromise of national defense information, to fix responsibility for
the violation, and to determine whether to change existing security procedures.”

{4} Flying evaluation board pursuant to AR 600-107: “The purpose for seliciting this information is to provide the
commander a basis for a determination regarding your flying status.”

¢. Routine uses. In order to advise an individual of what routine uses may be made of solicited information, it is
necessary to identify the system of records in which the report of proceedings will be filed. The routine uses will be
summarized from the system notice and from the routine uses of general applicability in AR 340-21. The routine use
statement may be introduced as follows: “Any information you provide {s disclosable to members of the Department of
Defense who have a need for the information in the performance of their duties. In addition, the information may be
disclosed to Government agencies outside of the Department of Defense as follows: (list of routine uses external to the
Department of Defense).”

d. Routine uses. Disclosure mandatory or voluntary, the effect of not providing informarion.

Providing information is voluntary unless the individual may be ordered to testify. The following sfatement can be used
in most situations: _

{1} Respondent or other individual warned of his or her rights under the UCMJ, Art. 31, or the Fifth Amendment;
“Providing the information is voluntary. There will be no adverse effect on you for not furnishing the information other
than that certain information might not otherwise be available to the commander for his or her decision in thiz matter.”

(2) Individual who may be ordered to testify: “Providing the information is mandatory. Failure to provide informa-
tion could result in disciplinary or other adverse action against you under (the UCMJ or Army regulations) {civilian
personnei regulations),”

2. UCMJ, Art. 31 rights advisement. If during the proceeding it is determined to advise an individual of his or her
rights under the UCMI, Art. 31, or the Fifth Amendment, after he or she has been told it is mandatery fo provide
information, the advising official must be certain that the individual understands that such rights warming supersedes
this portion of the Privacy Act statement.
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Glossary

Section |
Abbreviations

AR

Army regulation

bA :

Department of the Army
boD

Department of Defense
GCM

general court-martial

GS

general schedule

JA

judge advocate

LA

legal advisor

MCM

Manual for Courts-Martial, United States, 2005
MRE

Military Rules of Evidence
SJA

staff judge advocate

TIAG

The Judge Advocate General
UvCcMJ

Uniform Code of Military Justice
UsC

United States Code

Section [

Terms

Adverse administrative action

Adverse adction. taken by appropriate military authority against an individual other than actions taken pursuant to the
UCMI or MCM.

Military exigency
An emergency situation requiring prompt or immediate action to obtain and record facts.

Section I
Special Abbreviations and Terms
This section contains no entries,
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Index

This index is organized aiphabetically by topics and subtopics. Topics and subtopics are idenfified by subsection
or paragraph number.,

Administrative matters, 3-5, 5-1
Administrative support, 2-2, 5-3
Adverse actions,

against DA civilians, 1-9, 3-8

basis for, 1~7, 1-8, 2-1, 2-3

definition, 1-3

not basis for respondent designation,, 5-4
Appointing authority,

action,, 2-3, 3-20

commmication with, 3-8

errorg, 2--3

responsibilities, 2-1 through 2-3

submission of report to, 3-19
Argument, 5-9

Boards of officers,
advisory members, 5-1
alternate members, 5-2, 5-7
appointment to, 2-1
attendance, 5~2, 5-3
authorization, 1-1, 2-1
definition, i3
duties and functions, 1--6
guidance to, 3-2 through 3-20
members, 21, 5-1, 5-2
president, 3-9, 3-15, 3-20, 5-1, 5-8
purpose and scope, 2-1
recommendations, 23
voting, 5-1

See also Judge advocate; Legal advisor,

Challenges, 3-3, 3-5, 5-7
Civilian employees, DA,

as counsel, 5-6

as reporters, 2-2

as witnesses, 3-8, 5-3, 53-8

controlled by CPR, i-9

counsel for, 34, 3-8, 5-6
Civilian Personnel Regulations (CPR}, 2-3
Classified material, 3-5
Closed session, 3~12
Communication, 3-7, 3-9, 3-15
Confession, 3-7
Counsel,

communication with client, 3-7

entitlement to, 56

failure to cite errors, 2-3

for civilian employees, 3-4, 3-8, 56

presenf at consultation, 3-12, 5-1

records provided to, 5-3

right to, 2-3, 3-4, 5-6

types of, 5-6

Decisions, 2-3, 3-5

AR 156 « 2 October 2006 ' 27



Deliberations, 3-11
Disciplinary action. See Adverse actions,
Disease or injury, 3-7

Enclosures, 3-14, 3-15, 5-16
Errors, 2-3
Evidence,
as exhibits, 3-16
discussion of, 3-8
docamentary, 3-16, 5-8
introduction of, 5-8
presentation of, 5-3, 5-8
real (physical), 3-16, 5-3, 5-8
rules of, 3-7
weight of, 3-10
Exhibits, 3-8, 3-14, 3-16, 5-10

Federal Personnel Manual, 1-9
Findings,
affected by error, 2-3
definition, 3-10
evidence for, 3-10
form of, 3-~10
required, 2-1
supporting recommendations, 3-18
use of, I-9
Formal boards. See Boards of officers,
Formal procedures,
definition, 1-5
. not mandatory, 1-5
“use of, 1-3

General courts-martial (GCM), 2-2, 5-1, 5-2
General officers, 1-5, 2-1

Hearings, 510

Immunity, 3-7
Informal boards, 4-1 through 4-3
Informal invesﬁgaﬁens; 2-1, 4-1-4-3
Informal procedures, 1-5
Inspectors general, 3-7
Instructions, i-1, 2-1, 3~11, 3-12
Interested persons, 1-7, 4-3
Investigations,

appointment to, 2-1

authorization, 1-1

boards for, 4~}

composition of, 4-1

conduct of, 3-1 through 3-%

duties during, 1-6

function of, 1-6

guidance for, 3-2 through 3-20

mformal, 4-1-4-3

preliminary, 1-5

purpose and scope, 2-1

recommendations of, 2-3

results of, 1-9

types of, 1-3
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Involuntary admission, 37

Judge advocate (JA),
advises on appointments, 2-1
advises on Privacy Act, 3-8
advises on procedure, 1-5, 21, 2-2
consulted, 5-1
determines public interest, 3-6
reviews counsel’s conduct, 5-6
reviews reports, 2-3 )
rules on self-incrimination, 3—7

Legal advisor,
appointment to formal board, 2-1
civilians (JA) as, 5-1
decision making, 3-3
forming findings and recommendations, 3-12
functions, S5-I
protection of witnesses, 3-7, 3-8

See alyo Judge advocate

Legal review, 2-3
Letter of notification, 5-5

Memorandum of appointment,
appoints members, 2-1
a5 enclosure to report of proceedings, 3-15
defines findings and recommendations required, 2-1
designates recorders, 5--1
designates respondents, 5-4
provides authority, 1-1
read by recorder and participants, 5-3
specifies purpose and scope, 2-1

Military exigency, 1-3, 2-1, 5-1

Minority report, 3-13, 3-17

MRE (Military Rules of Evidence), 3-7

News media, 3-6
Notices to individuals,, 1-92, 3-15, 5-3

Oaths, 3-2, 5-3
Objections, 2-3, 3-5, 3-16
(Official nofice, 37, 3-16
Off the record, 3-7

Physical evidence, 3-16, 5-3, 5-8
Privacy Act, 3-8, 3-15, 5-3, appendix B
Privileged communications, 3-7, 5-8
Procedural matters, 3-5
Proceedings,

additional, 3-20

definition, 1--5

public presence at, 36

recording, 36

See also Report ef proceedings

Proof of facts, 3-7. See alsoStandard of proof,
Publicity, 3-6

Quorgm, 5-2, 5-7
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Real evidence. See Physical evidence
Recommendations,
affected by error, 2--3
nature and extent, 3-11
required, 2-1
supported by findings, 2-3, 3-10
Recorder,
as board member, 2-1, 5-1
authenticates report, 3—-17
duties, 5-3
rules on relevance, 5-8
supervision of, 5-1
Reporters, 2-2
Report of proceedings,
action taken upon, 3~20
authentication of, 3-17
enclosures to, 3-15, 5-10
exhibits attached to, 3-16, 5-10
format, 3-14
mipority, 3-13, 3-17
safeguarding of, 3—~i8 :
submission of, 3-19, 5-1, 5-3, 516
Respondents,
assistance to, 5-8
as witnesses, 58
challenges by, 5-7
counsel for, 5-6
designation of, 1-8, 1-8, 54
notice to, 5-3
recording of procedures, 3-6
records provided to, 5-3, 5-5
rights of, 5-8, 5~10
Rules of evidence, 3-7

Security classification, 3-18, 5-6, 5-10
Self-incrimination, 3-7
Senior Executive Service, 1-5
Standard of proof, 3-10. See alse Proof of facts
State Adjutant General, 2-1
Statements,

as argument, 5-9

ag exhibits, 3-16

examined by respondent, 5-8

off the record, 3-7

regarding disease or injury, 3-7

self-incriminating, 3-7

taken by counsel, 5-6

taking of, 3-8

written, 54

Technical knowledge, 5-1
Testimony. See Statements
Travel orders, 3-8, 5-3, 53-8

Uniform Code of Military Justice (UCMJI), 1-3, 2-3, 3-2, 3-7
United States Code, 5-6
Unlawful search, 3-7

Verbatim record, 2-1, 3-8, 3-16
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Voting, 3-13, 4-1, 5-1

Warrant officers, 2-1, 5-1
Witnesses,
arranging presence of, 5-3
authority to subpoena, 3-8
civilian employees as, 3-8, 5-3, 58
gxamination of, 5-3
interviewed, 1-5
ordered to testify, 3-7
profection of, 3-7, 3-8
respondents as, 3-8
self-incriminating, 37
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DEPARTMENT OF THE ARMY
HEADQUARTERS, U.8. ARMY COMMUNICATIONS-ELECTRONICS COMMAND
§002 COMBAT DRIVE
ABERDEEN PROVING GROUND, MARYLAND 21005-1845

CAMSEL-CG - 3 February 2011

MEMORANDUM FOR. Investigating Officer {2)
Command and Control Directorate, Fort Mom‘nouth New Jersey 07703

SUBJECT: Appointment as an Investigating Officer Pursuant to AR 15-6

l. Unfortunatcly,I“"e“‘gatmg Officer (1) has been relieved as the AR 15-6 Investigating Officer
assigned to this case . You are
hereby appointed as an investigating officer pursuant to AR 13-6, Procedures for Investigating
Officers and Boards of Officers, to conduct an informal investigation regarding allegations of
inappropriate conduct on the part employees of the Communications Electronics Command
Life Cycle Management Command (CECOM LCMC) Rapid Response (R2) project
mishandling money earned as fees charged by the R2 Office in violation of the Economy Act
of 1933 (Economy Act).

2. The purpose of your investigation is to determine the validity of the whistieblower’s
allegations and make findings concerning whether any wrongdoing occurred, and if so, by
whom, and whether adequate policies and procedures are in place to preclude any recurrence of
any improprieties, irregularities, or misconduct disclosed during your inquiry.

3. In conducting your investigation, you will consider the evidence of wilnesses, the materials
contained in the reference (enclosed), and any other materials that vou consider relevant. At a
minimum, you are to make detailed findings and recommendations regarding the following:

a. Whether the R2 project office has established a process to properly 1rack individual
customer expenses to ensure compliance with the Economy Act.

b. Whether the R2 project office failed to properly return unused client fees and
improperly carried over fees collected from 2007 to present in violation of the Economy Act.

c. Whether the R2 office reimbursed CECOM for the entire cost of contract specialists and
support staff when these employees were performing tasks for both the R2 Project Office and
CECOM LCMC in violation of the Economy Act and/or Federal appropriations iaws.

d. Whether the CECOM LCMC Internal Review Office knowingly failed to properly issue
a draft or final Report 4-A-08, which would have revealed the Economy Act violations and
tracking problems within the R2 Project Office.

See the attached Office of Special Counsel memorandum dated 30 November 2010 for
additional information regarding the alleged violations.
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2. Using the informal procedures of AR 15-6, Chapter 4, you will be required to interview
witnesses, obtain statements, and obtain documentary evidence (e.g., letters, e-mails,
investigative reports, etc.). :

a. You must provide each witness a Privacy Act statement before you solicit personal
information from them,

b. You must give an appropriate rights warning (Article 31, Weingarten, or 5™
Amendment) if you suspect military or civilian personnel of violations of the Uniform Code
of Military Justice, or Federal or state law. When interviewing a Federal civilian employee,
you must first determine whether the employee is a member of a local union, in which case
the employee may have the right to have a union representative present during the interview.
The employee may waive this right.

c. All witness statements will be sworn and will be taken on DD Form 2823. Clarify any
contradictory statements to the greatest extent possible. In the event that you are unable to
obtain a sworn statement from a witness, you will prepare a detailed memorandum for record
(MFR) memorializing the interview and explaining why a sworn statement was not obtained.

d. You should obtain original documents whenever possible. If originals are unavailable,
ensure that accurate, legible copies are provided along with an MFR documenting where the
original is maintained and why it was not obtained. Advise the respective custodian, in
writing, of his or her obligation to safeguard and secure the documents pending final action in
this investigation.

e. You may be required to obtain and secure physical evidence. If you are unable to
obtain-or secure the evidence, prepare a MFR documenting the evidence’s relevance and
where it is maintained. Advise the respective custodian, in writing, of his or her obligation to
safeguard and secure the evidence pending final action in this investigation.

3. You will comply with all requirements sct forth by the Secretary of the Army General
Counsel Memorandum dated 2 December 2010, detailed in the informational packet provided
to you with this letter. You will compose the initial draft AR 15-6 Report of Investigation
{ROI).

4. If during your investigation you discover additional matters that you believe warrant
investigation, discuss them with your legal advisor, who will advise me as to whether the
investigation should be expanded.

5. In your investigation you are not limited to the issues and questions listed above. You will
investigate any relevant and related matters that you may discover that fall under the areas for
investigation described above. You are advised not to investigate matters that do not fall within
the areas for investigation described above. If you are in doubt about the relevance of a matter,
you will consult your legal advisor, at (732) 532-4445 or via e-mail,
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gus.army.mil.

6. Your investigation will use informal procedures under AR 15-6. To the fullest extent
possible, all witness statements will be sworn and reduced to writing. You will interview all
witnesses in person, if practical. You should contact those witnesses you consider relevant
during the course of your investigation. You will uttlize DA Form 2823 for all sworn statements.
Caution all individuals that they must not discuss the subject matter of the investigation with
anyone other than a properly detailed investigator.

7. If, in the course of your investigation, you suspect wrongdoing or neglect on the part of a
person senior to you, inform me so that a new investigating officer may be appointed. As an
Investigating Officer, you may not, absent military exigency, investigate someone senior (o you.

8. From the evidence, you will make findings as to the above issues and recommendations that
are based upon your findings. Reference your analysis and findings to the specific evidence upon
which you rely. Recommend remedial measures, to include any corrective and personnel or
disciplinary actions you deem appropriate, if any. You may also recommend any necessary
management actions to preclude a recurrence of any founded misconduct or identified systemic
problems. If certain evidence conflicts with other evidence; state what you believe to be in
conflict and why. If any question asked solicits an answer that requires a follow up question and
answer, ensure that you have pursued those questions in order to further develop the record
evidence.

9. Ifin the course of your investigation you come to suspect that a person subject to the Uniform
Code of Military Justice (UCMI) has violated the UCMIJ or some other ciiminal law, you will
advise that person of his or her rights under Article 31, UCM]J or the Fifth Amendment of the
United States Constitution, as appropriate. Additionally, you may have to provide certain
witnesses Privacy Act statements before soliciting personal information,

10. In your investigation, you will make such findings as are relevant and supported by the facts,
You will also make such recommendations as are appropriate and are supported by the facts. In
compiling your report of investigation, consider carefully that information contained therein will
be subject to public disclosure and release.

1. During the course of your investigation, you may find it necessary to interview civilian
employees. Federal civilian employees have certain representational rights that active-duty
personnel do not have. Generally speaking, civilian empioyccs are required to cooperate with
official investigations. There are some exceptions:

a. Civilian ernployees who are members of a bargaining unit have a right to union
representation at any interview with management if they “reasonably believe” that the interview
could result in a disciplinary action against them. You must observe appropriate union notice
requirements prior to interviewing any bargaining unit employees. Should a bargaining unit
employee seek to invoke this right, you have no obligation to arrange representation for the
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employee, only an obligation to permit the employee the opportunity to secure representation.
That witness is entitled to union representation, and you must either stop questioning or
allow the union to attend. Once you have scheduled any bargaining unit employees for an
interview, contact your legal advisor for guidance in-notifying the appropriate union
representative. The Civilian Personnel Office can tell you whether any particular employee you
wish to interview is a member of the bargaining unit.

b. If you are interviewing a civilian witness about somebody efse, before initiating
questioning you must: (1) inform the interviewee why you are questioning him/her about
someone else and who that person is (by name), and (2) assure the employee that no reprisal will
take place if he/she refuses to answer, but that adverse action could be initiated based on their
refusal to cooperate in a properly authorized investigation or inquiry. If the employee refuses to
answer your questions, suspend the interview and contact your legal advisor,

c. Civilian employees who reasonably believe that information they provide during an
official investigation may be used against them in a criminal prosecution cannot be required to
cooperate without a grant of immunity. Should any civilian employee you attempt to interview
decline to cooperate for any reason, suspend the interview and seek guidanee from your legal
advisor on how to precede.

d. If the matter you are investigating involves a grievance, a personnel practice, or policy
or other conditions of employment, you may be required to notify the union of any interviews
you have scheduled with bargaining unit employees and afford the union the opportunity to be
present. Check with your legal advisor to determine if this rule applies to your case and how to
proceed if it does.

e. You have no authority to compel the cooperation of contractor employees. If you find it
necessary to inlerview contractor employees, you must contact the coniractmg officer’s
representative for the applicable contract to request cooperation.

12. This investigation has been directed by the Office of Special Counsel (OSC) pursuant to a
whistleblower complaint. Because this is a whistleblower investigation, the whistleblower has
certain rights. Pursuant to OSC policy, you normally must interview the whistieblower.
Specifically, he must be interviewed and afforded a meaningful opportunity to provide his oral
testimony and to provide writien documentation, if any, in support of his allegations. However,
in this case, the whistleblower requested to remain anonymous. If at any time during the
investigation, an individual comes forward and advises you that they are the whistleblower,
please forward this information to your legal advisor. In turn, this information will be conveyed
to the Army Office of the General Counsel {or further guidance.

13. You will submit your completed investigation on a DA Form 1574 with a table of contents
and enclosures. The enclosures will include all documentary materials considered by you. Make
two copies of your report of investigation (ROI). Provide an index and clearly tab the original
RO, to include your findings and recommendations on DA Form 1574, with appropriate
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enclosures and forward the entire package to me, through the Office of the Staff Judge
Advocate/CECOM/AMC Legal Offices. Before beginning vour investigation, you will receive a
legal briefing from your legal advisor, . You
may consult the legal advisor at any time during the investigation and you will consult the legal
advisor before warning any witness as a suspect and before putting your report in final form.

14, This duty takes precedence over your normal duties, TDY, and lcave.:

I5. You are directed to begin your investigation as soon as practicable.

MG, USA
Commanding






DEPARTMENT OF THE ARMY -
HEADQUARTERS, U.S. ARMY COMMUNICATIONS-ELECTRONICS COM:MANﬁ
5002 COMBAT DRVE
ABERDEEN PROVING GROUND, MARYLAND 21005-1845

PAMSEL-CG " - 21 September 2012

HOQ, CERDEC, RDECOM, Aberdeen Proving

Grounds, Maryland 20115

SUBJECT: Appointrient as an Investigating Officer Pursuant to AR 15-6

1. You are herchy appmmed as an investigating officer pursnant to AR 15-6, Procedures for
Investigating Officers and Boards of Officers, to conduct an informal investigation regarding.
allegations of inappropriate conduct on the part employees-of the Communications
Electronics Command Life Cycle Management Command (CECOM LCMC) Rapid Response
(R2) project mishiandling money earned as fees charged by the R2 Office‘in violation of the
Economy Actof 1933 (Ecanemy Act). As this investigation is directed by the Office of the
Secretary of the Army this investigation will take precedence over any_ othet matters.

2. The purpose of y{)m‘ investigation is to-determine the validity of the Whlsﬂebiower $
allegations and make findings concerning whether any wmngdomg occurred, and if so, by
whom, and whether adequate policies and procsdures are in place to preciudﬁ any recurrence
of: any- improprieties, irregularities, or misconduct disclosed during your inguiry. You will
use as a-basis for your investigation the' Office of Special Counsel memorandum dated 30
November 2010 for additional information regarding the alleged vmlatmns, the Draft Report
of investigation dated July 2011, and the U.S. Army Criminal Inwsﬁgaﬁma Command Final
Report of Investigation dated16 August 2012 :

3. Inconducting your investigation, you will consider the evidence ef ‘wittiesses, the materials
contained in the reference {enclosed), and any other nyaterials that you, consider relevant, At a
minimun, you are to make detailed findings and recommendations regarding the following:

a. What if any typej‘ of inquiry or audit Did the CECOM Internal Review office conduct
into the Fee charging schedule utilized by the R2 project office; What were the results of that
inguiry and if there were indicstions the R2 Project office fee charging schedule was a
violation of either the Economy Actor the Anti-Deficiency Act what actions did the Internal
Review Office take to make proper netifications to the Commuand of CECOM?

b. Did the CECOM Internal Review Office comply with AR 11-7? AR 11-7, Army
Internal Review Program, Chapter 5; paragraph 5-2 requires evaluators to issue reports:
cammﬁnieaﬁng the results of each completed review. If a review is terminated before it is
completed and a review report is not issued, AR 11-7, paragmph 4-18 requires evaluators o
docurnent the wark to date of termination and why thereview was terminated. If no report
was issued, what was the reason for termination of the review? Ifno report was iisued, was
the reason for termination of the review documented? If no report was issued, why was the -
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final report never issued? If no report was issued, who were the mdwzduals involved in the
decision to terminate the review?

¢. Did the R2 project office have an established a process to preperly track individual
custorner expenses to ensure comphance with the Economy Act. The draft AR 15-6 Finding
concludes that fio process was in place to track individual customer expenses, but further
concludes that there were no Ecoriomy Act violations. Given that there was no process to frack
individual expenses, it is-not clear how there can be-a definitive finding that there was no
violation of the Economy Act. This conclusion does not appear to be supported by the
evidence. Youshould review and revise accordingly this Finding after you have gathered
addifional evidence to determine addressing whethet thére was no -Viol'atien of the Economy Act.

d. The Finding at Section IV (b} addresses "Whether e R2 project mﬁi@a failed to pmpeﬂy
return unused client fees and improperly carried over fees collected from 2007 to present in
violation of the Economy Act?" The finding concludes "No, The R2 Office was entirely financed
by customer fees.” It is.unclear why customer futiding of the R2 Office is relevant to the
quiestion presented. The-current Finding does not contain sufficient detail or references to
contemporaneous documentation to-support the conclusion. This needs to be explained and
further addressed by gathering additional evidence that addresses this p{amt You should review
and.revise accordmgiy this Finding:

¢. Did the R2 office reimburse CECOM for the entire cost of contract specialists and
support staff when these employees were performing tasks for both the R2 Project Office and
CECOM LCMCiin vi@lation of the Economy Act and/or Federal appropriations laws?

£ The Fmdmg at-Section IV(d) addresses “Whether the CECOM LCMC Internal Review
Qffice knowingly failed to properly issue a draft or final Report 4-A-08, which would have
revealed the Economy Act violations and tracking probisms within the R2 Project Office.” The
Finding concludes that “The IR office-did not fail to issue a draft or final report.” The Finding
details thata draft report was issued on 4 May 2008, and the Comptroller/G8 office formally
responded to the drafi report and non-concurred. In response to the non-concurrence an IIPT
was formed and “reached a conclusion” on 26 March 2009. The Finding does not explain why it
was necessaty to fori an IIPT or why the résolution réached by the IPT was not incorporated in
a revised draft or final report. Recommend that the 10 determine whether the conclusion reached
by the [IPT received legal review and was accepted by the IR evaluators, why wag the IIPT
disbanded and based on-whose decision to do so, and why a fingl report incorporating the HPT
efforts was not issued.

g The ROI discusses multiple legal opinions {(some unsigned) that disciss general fiscal law
principles related to fee for service charges and fiscal law priniciples and references Exhibits P,
Q, and N. Was there ever a legal review of the specificactivities of the R2 Project Office
undertaken and a determination of whether their procedures were in viclation of the Economy
Act? Did CECOM Legal ever opine on the G-8’s concerns with respect to the R2 procurement
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processes and pmc’ﬁdérﬁs? Were there any additional legal re.view&coﬁéﬂet;ed, as reflected in the
testimony of witness If so, provide any copies of those documents.

h. Where possible fmu;wﬂ{ attempt o determine each individual cuéiamer’s charges, not the
"average” rate but the exact fee charged. '

i. Identify any systemic issues that need to be identified and collective actionsto be taken to
address them.

- Determine why trie AAA relied on adraft IR report and did not go back to CECOM's IR for
a copy of the final IR report.

k. Discuss the role of the AAA report issued in February 2009.

1. Identify the author of the draft IR report. Identify and resolve inconsistency between
content of draft iR report (Exhibit M) and testimonyof *° ™ 7 " versus testimony of Mr:
U andMr T . Ifthere was a disagreement between the Internal Review auditors and
the Chief of the }Tn%emai Review office what steps were taken to resoive any disagreements or
conflicts in the: final report?

m. When there is a difference of opinion between CECOM Legal anci (3-8, which opinion is
given greater weight?

4. This investigation has been directed by the Office of Spemai Cmmsei {OSC) pursuantioa
whistleblower complaint. Because thisisa whistleblower investigation, the whistleblower has
certain rights. Pursuant to OSC policy, you normally must interview the whistleblower.
Specifically, he must be interviewed and afforded a meaningful opportunity to provide his oral
tﬁ-séiime‘ny and to provide writfen documentation, if any, in support of his allegations. However,
in this case, the whistleblower requested to rémain anonymaous. If'at any time during the
investigation, an individual comes forward and advises you that they are the whistleblower,
please forward this information to your legal advisof, ha turn, this information will be conveyed
to the Army Office of the General Counsel for further guidance.

5. Using the informal procedures of AR 15-6, Chapter 4, you-will be required to interview
witnesses, obtain statements, and obtain decumentary evidence {e.g., letters, e-mails,
investigative reports, ete.). To the fullest extent possible; all witness statements will be sworn
and reduced to writing. You will interview all witnesses in person, if practical. You should
contact those witnesses you considerrelevant during the course of your investigation, Caution all
individuals that they must not-discuss the subject matter of the mvesﬁgatmn with.anyone other
thana properly detailed investigator. .

6..All witness statements will be sworn and will be taken on DD Form 2823, It is
unnecessary and you are strougly encouraged not to obtuin personal identifying
information (Secial Security Nianbers) from the witnesses. Clarify any contradictory
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statements to'the greatest extent possible. In the event that you are unable to obtain a sworn
statement from a-witness, you will prepare.a detailed memorandum for record (MFR)
memotializing the interview and explaining why a sworn statement was not obtained.

7. If, in the course of ?y{}m investigation, you suspect wrongdoing or negle¢t on the part of a
person senior t0 you, inform me so that a new investigating officer may be appointed. Asan
Investigating Officer, you may not, absent military exigency, investigate someone senior to you.

8. From the evidence, you will make findings as to the above issues and recommendations that
are based upon your i indings. Reference your analysis and findings to the specific evidence upon
which you rely. Recommend remedial measures, to include any corrective and personnel or
disciplinary actions you deem appropriate, if any. You may also recommend any necessary
managetment actions to preclude a recurrence of any founded misconduct or identified systemic
problems, If certain evidence conflicts with other evidence, state what you believe to be in
conflict and why. If any question asked solicits an answet that requires a follow up question and
answer, ensure that ycm have pursued those questions in orderto further develop the record
evidence. . :

10. Youmust pmvxde each witness a Privacy Act statement before: yﬁu Sﬁiwzt personal
information from them

11 Ifin the course Gf ‘your investigation you suspect that a military membet or civilian
employee has committed violations of the Uniform Code of Military Justice (UCMI), another
criminal law, ora Federal or State law, you will advise that person of his or her rights under
Article 31, UCMT or the Fifth Amendment of the Utited States Constitution, 4s appropriate.
Additionally, when interviewing a Federal civilian employee, you must first determine whether
the empieyee is a member of a focal union, in which case the enployee may have the right to
have a uniotl representative present during the interview. The amp%ayea may waive this right.

12. During the course of your investigation, you may find it necessary to interview civilian
employees, Federal civilian employees have certain representational rights that active-duty
personnel do not have. Generally speaking, civilian employees are requzred to-cooperate with
official investigations: There are some exceptions:

a. Civilian employees who are members of a bargaining unit have 4 right to union
representation at any interview with management if they “reasonably believe” that the
interview could result in a disciplinary action against them. You must observe appropriate
union notice requirements prior to interviewing any bargaining unit employees. Shoulda
bargaining unif employee seck to invoke this right, you have no obligation to arrange
representation for the employee, only an obligation to permit the emplcye»e the
opportunity to secure representation. That witness is entitled t0-union representation, and
you must either stop questioning or allow the union to attend. Once you have scheduled
any bargaining unit empix}yees foran interview, contact your legal advisor for guidance in
notifying the appropriate union representative. The Civilian Personnel Office can tell you
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whether any particular emiployee you wish to interview is a member of the bargaining
unit.

b. If you are interviewing a civilian witness about somebody.else, before initiating
questioning vou must: (1) infort the interviewee why you are questioning him/her about
someone else and who that person is (by name), and (2) assure the employee that no
reprisal will fake place if he/sherefuses to answer, but that adverse action could be
initiated based on their refusal to ¢ooperate-ina properly authorized investigation or
inquiry. If the employee refuses to answer your questions, suspend the interview and.
contact your legal advisor,

¢. Civilian employees who reasonably believe that information they provide during an
official investigation may be used against them in a criminal prosecution cannot be
required to cooperate without a:grant of immunity. Should any civilian employee you
atternpt 1o interview decling'to cooperate for any reason, guspend the interview and seek
guidance from vour legal advisor on how to precede.. :

d. If the matter "}f@ﬁ are investigating involves a grievance, a personnel pmctice, or policy or
other conditions of employment, you may be required to notify the union of any
interviews you have scheduled with batgaining unit employees and afford the union the:
opportunity to be present. Check with your legal advisor to determine if this rule applaes
to your case and how to proceed if it does.

¢. You have rm::auiharityto-cqmpei:thc- cooperation of contractor e:inpiayee& Ifyoufindit
necessary to interview contractor employees, you must contact the contracting officer’s
representative for the applicable contract to reguest cooperation,

13, You should obtain original documents whenever possible. If originals are unavailable,
ensure that accurate, legible copies.are provided along with an MFR documenting where the
original is maintained and why it was not obtained. Advise the respective custodian, in
writing, of his or her obligation to safeguard and secure the d@wmems pendmg final action in
this investigation.

14. Youmay be required to obtain and secure physical evidence. If you are unable to obtain
or secure the evidence, prepare a MFR documenting the evidence’s relevance and where it is
maintained. Advise the respective custodian, in writing, of his or her obligation to safeguard
and secure the evidence pending final action in this investigation.

15, You will comply with all requirements set forth by the Secretary of the Army General
Counsel Memorandum dated 2 December 2010, detailed in the mfonna‘aanal% packet provided
to you with this letter, _

16. In your investigation vou are not limited to the issues and questions listed above. You
will investigate any relevant and related matters that you may discover that fall under the
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areas for investigation described above, You are-advised not to mvest:ga%e matters that donot
fall within the areas for investigation described above. If you are in doubt about the relevance
of a raattet, you witl consult your legal advisor, If during your investigation you discover
additional matters that you believe warrant investigation, discuss them with vour legal
advisor, who will advise me as to whether the investigation should be expanded

17. You will make non-binding but specific recommmendations based cm your findings. These
recommendations should include; whether any local regulations or pehcsxcs should be
changed, whether any additional training is required, and whether any adverse personnel or
disciplinary aciofis should be taken against a ember of this command, Submit your
findings and recommendations on DA Form 1574 to the Legal Office for review within 21
working days from the date of this appointiment memorandum. As soon as it becomes
apparent that you may require-an extension of time to complete your investigation or to
prepare the draft submission of the Army’s final report to the OSC, please provide a written
summary of the-actionis you have taken in the case to date, together with your justification for
extension-of the suspense to Cassandra Johnson, Office of the Army General Counsel, thru
the Office of the Staff Judge Advocate. Ms. Johnson will petitmn the OSC for an extension.
The grant of extension from OSC is never guaranteed, so it is strongly recommended that you
begin your investigation z.mmedzateiy and employ the appropriate tesources to ensure its
timely completion. :

18. Inyour investigation, you will make such findings a5 are relevant and supported by the.
facts, You will aiso make such recommendations as are-appropriate: and are supported by the:
facts. In compiling your report.of investigation, consider carefully that information contained
therein will be subgect 10 public disclosure and release.

19. In support of your findings and recommﬁnéatmns recorded on a DA Form 1574 (chart of
?meeedmgs by Investigating Officer/Board of Officers), you must include all administrative
enclosures and evidentiary exhibits and other matérials which you considered. They miust be
tabbed and indexed with a table of contents and enclosures. Make clear, concise, and specific.
findings of fact. The evidence contained in your investigation must directly support each finding
you make, and you should speczﬁcaﬁy refer to each exhibit that supports that particular finding,
Your recommendations must be consistent with your findings. Submit your entire package of
findings and recommendations with appropriate exiclosures to me, through the CECOM Legal
Office.

20. Make two copies of your report of investigation (ROL).

21. Before beginning your investigation, you will receive a legal briefing from your legal
advisor, CECOM Office of the Chief Counsel. You may
consult the legal advisor at any time during the investigation: Further, you will consult with
him on all aspects of this investigation, including the development of an investigation plan,
determining whether witnesses must be advised of their rights, preparmg your findings and
recommendations, and before putting your report in final form. :
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22. This duty takes precedence over your normal duties, TDY, and ieéve..

23. You are directed to begin your investigation immediately.

- MG, USA
Commanding



DEPARTMENT OF THE ARMY
: HEADQUARTER& U.S. ARMY COMMUNICATIONS-ELECTRONICS com&ma
S002 COMBAT DRIVE .
ABERDEEN PROVING GROURD, MARYLAND' 21065—1845
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MEMORANDUM FOR M. Robert Zanzalari, HQ, CERDEC, RDECOM, Aberdeen Proving
Grounds, Maryland 20115

SUBJECT: Appointient as an Investigating Officer Pussuant to AR 15-6

1. You are hereby appointed as an investigating officer pursuant fo AR 13-6, Procedures for
Investigating Officers and Boards of Officers, to condiict an informal investigation regarding
allegations of i ma;;yro;mate conduct on the part employees of the Communications
Electronics Command Life Cycle Management Command (CECOM LCMC) Rapid Résponse
(R2) project mishandling money earned as foes charged by the R2 Office in violation of the
Economy Act of 1933 (Economy Act). As this investigation is directed by the Office of the
Secretary of the Army this investigation will take precedence over any othe:r matters.

2. The puspose of your investigation is to determine the validity of the Whlsﬂeblower s
allegations and make findings concerning whether any. wmngdomg occurred, and if so, by
whom, and whether adequate policies and procedures are in place fo pz‘eclude any recurrence
of any improprieties, irregularities, or misconduct disclosed during your inquiry. You will
use as a basis for your investigation the Office of' Spemai Counsel memorandum dated 30
- November 2019 for additional information regarding the alleged violations, the Draft Report:
of investigation dated July 2011, and the U.S. Arnry Criminal Invast;gaimn Command Final
Report of Investigation dated]6 August 2012 ,

3. In conducting your investigation, you will consider the evidence of W:mes;sfasa the materials
contained in the referénce (enclosed), and any other materials that you consider relevent. Ata -
minimum, you are to make detatled findings and recommendations reg_archn_g_ the following:

a. What if any type of inquiry or audit Did the CECOM Internal Review office conduct
inte the Fee charging schedule utilized by the R2 project office; What were the results of that
inquiry and if there were indications the R2 Project-office fee charging schedule was a
violation ofeither the Feonomy Act or the Anti-Deficiency Act what actions did the Internal
Review Office take to make proper notifications to the Command of CECOM?

b. Did the CECOM Internal Review Office comply with AR 11-7? AR 117, Ariny
internal Review Program, Chapter 5, paragraph 5-2 requires evaluators to issue reports
communicating the results of cach completed review. If a review is terminated before it 18
completed and a review report is not issugd, AR 11-7, paragraph 4-18 requires evaluators-to.
docurnent the work to date of termination and why the review was terminated. If no report
was issued, what was the reason for termination of the review? If no report was issued, was
the reason for termination of the review documented? If no report was issued, why was the
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final report never issued? If no report was issued, who were the individuals involved in the
decision to terminate the review? : 1

c. Did the R2 project office have an established a provess to properly track individual
customer expenses fo ensure comphance with the Economy Act. The. draft AR 15-6 Finding
concludes that no process was in place to track individual customer expenses, but further
concludes that thére were no Economy Act violdtions. (Given that there was 1o process1o track
individual expenses, it is not clear how thete can be a definitive finding that there was no
viclation of the Economy Act. This conclusion does riot appear to be supported by the
evidence. Youshould review and revise accordingly this Finding afler you have gathered
additional evidence to determine atldressing whether thete was no violation of the Economy Act,

d. The Finding at Section IV(b) addresses "Whether the R2 project office failed to properly
return unused client fees and intproperly carried over fees collected from 2007 to-present in
violation of the Economy Act?' The finding concludes "No. The R2 Office was entirely financed
by customer fees."” Ttis unclear why customer funding of the R2 Office 1s relevant 1o the
question presented. The current Finding does not contain sufficient detail-or referénces to
contemporaneous documentation to support the conclusion: This needs fo be explained and
further addressed by gathering additional evidence that addresses this pomt You should review
and revise-accordingly this Finding.

e. Did the R2 office reimburse CECOM for the entire cost of mn%ra%:‘t_ specialists'and
support staff when these émployees were performing tasks for both the R2 Project Office and
CECOM LCMC in violation of the Economy Act and/or Federal appropriations laws?

f. The Finding at Section IV(d) addresses “Whether the CECOM LCMC Internal Review
Office knowingly failed to properly issue a draft or final Report 4-A-08, which would have.
revealed the Ecoriomy. Act violations and tracking pmbiemﬁ within the R2 ?m;eci Office.” The
Finding concludes that “The IR office did not fail to issue a draft o final report.” The Finding
details that.a draft report wasissued on 4 May 2008, and the Coroptroller/G8 office formally
responded to the draft report and non-concurred. In response to the non-concurrence an 11PT
was formed and “reached a conclusion” on 26 March 2009. The Finding does not explain why it
was necessary to form an IPT or why the resolution reached by the IIPT was not incorporated in
arevised draft or final report. Recommend that the 10 determine whether the conclusion réached
by the IIPT received legal review and was accepted by the IR evaluators, why was the IIPT
disbanded and based on'whose. decision to do so, and-why a final rep&rt incorporating the JIPT
efforts was not. xssued

g. The ROI discusses mumple legal opinions (some unsigned) that dzscuss general fiscal law
principles rélated to fee for service charges and fiscal law principles and references Exhibits P,
Q,and N. Was there ever a legal review of the specific activities of the R2 Project Office.
undertaken and 2 deterniination of whether their procedures were in violation of the Economy
Act? Did CECOM Legal ever opine on the G-8’s concerns with respect to the R2 procurement
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processes and procedires? Were there any addifional legal reviews conducted, as reflected in the
testtmony of witness Mr. Paul Nevick. If so, provide any copies of 'those docurnetits.,

h. Where possible ycm will attempt'to determine each individual customef s chatges, not the
"average" rate but the exac’z fee charged.

i. Identify any systemic issues that need to be identified and coiiecﬁve actions to be taken to
address them. -

j. Determine why the AAA relied on a draft IR report and did not g{} hack; to CECOM's IR for
a cepy of the final IR report,

k. Discuss the role of the AAA reportissued i February 2009,

L Identify the- authar of the draft IR report. Identify and resolve mconsxsiency between
content of draft IR report (Exhibit M} and testimony of Mr. Dominic versus testimony of Mr.
Nielsen and Mr. Kelsey, If there was a disagreement between the Internal Review auditors and
the Chief of the Internal Review office what steps were taken to rﬁsolve zmy disagreements or
conflicts i the final report?

i, When there is a difference of opinton between CECOM Legai and (3-8, which opinion is
given greater weight?

4, This investigation has been directed by the Office of Special Coumél {OSC) pursuant'to a
whistleblower comiplaint. Because this is a whistieblower investigation, the whistleblower has
certain rights. Pursuant to OSC policy, you normally must interview the whistleblower.
Specifically, hie nyust be interviewed and afforded a meamngﬁa} opportunity to provide his oral
testimony and to provide written documentation, if any, in support of his allegations, However, *
in this case, the whistleblower requested to remizin anonymous. If at arly time during the
investigation, an individual comes forward and advises you that they are the whistleblower,
please forward this information to your legal advisor, In turn, this information will be conveyed
to the Army Office of the General Counsel for further guidarice,

5. Using the informal procedures of AR 15-6, Chapter 4, vou will be required to interview
withiesses, obtain statéments, and obtain decumentary evidence {e.g., letters, e-mails,
investigative reports, etc.).. To the fullest extent possible; all witness statements will be sworn
and reduced to writing, You will interview all witnesses in person, if practical. You should
contact those witnesses you considerrelevant during the course of your investigation. Caution all
individuals that they must not-discuss the subject matter of the mvesﬁgatmn with anyone other
than a properly detailed investigator.

6. All witness staterments will be sworn and will be takén on DD Form 2823, Jtis
unnecessary and you are strongly encouraged not to obtain personal identifying
information (Social Security Numbers}) froni the witnesses. Clarify any contradictory
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staternents to the gre:a, test extent possible: In the eventthat you are unable to obtain a sworn
statement _i‘mm 4 witness, you will prepare a detailed memorandum fcr_ reco_rd. (MFR)
memorializing the interview and explaining why a sworn statement. was not obtained.

7.. If, in the course of your investigation, you suspect wrongdoing or n:eglect onthe part of a
person senior to you, inform me so that a new invest gatmg officer may be appointed. Asan
Em*esngaﬁng Officer, you may not, absent military exigency, mvestig&te someons senior o yoi

8. Fromthe evidence; vou will make findings as to the above issues --aﬁd-recommm&ations ihat-.
are based upon your findings: Reference your analysis and findings to the specific evidence upon
which you rely. Recommend remedial measures, to-include any corrective and personnel or
disciplinary actions you deem appropriate, if any, You may also recommend any necessary
msnageinent actions o precinde a recurrence of any founded misconduct or identified systemic
problems. If certain evidence conflicts withother evidence, state what yoii believe to be in
conflict and why. If' any question asked solicits an answer that requires a follow up question and
answer, ensure-that you have pursued those questions in ordero further dave}{)p the record
gvidence. ‘

10, Youmust provide each witness a Privacy’ Act statement before you sohczt ‘personal
information from them. -

11. Ifin the course of your: mvestzgai;xon you suspect that a military’ member or.civilian
employee has mmﬁted violationsof the Uniform Code of Military Justice {UCMI), another
criming! law, or a Federal or State law, you will advise that person of his of her rights under
Atticle 31, UCMT of the Fifth Amenidment of the United States Constitution; as appropriate.
Additionally, when interviewing a Federal civilian employee, you must first determine whether
the emplmyec is a member of 2 local union, in which case the employee may have the right to
have a union representative present during the interview. The employea may waive this right.

12. Dusing the coirse of your investigation, you may find it necessary o mtemew civilian
employees. Federal civilian employees have certain representational righi”s that active-duty
personnel do not have, Generally speaking, civilian employees are mq juited 1o cooperate with
official investigations. There are some exceptions: .

a. Civilian employees who ate members of a bargaining unit have a right to union
rapresentatmn at any interview with managemest if they reasenabiy believe™ that the
nterview could résult in @ dzsczphnary action against them. You must observe appropriate
union notice requirements prior to interviewing any bargaining umt employees, Shoulda
bargaining unit empi{}yaﬁ seek to invoke this rzght you have no obligation to arrange
representation for the emplovee, only an obligation to permit the employee the:
opportunity fo secure representation. That witness is entitled to union representation; and
you mist either stop questioning or allow the union to attend. Once you have scheduled
any bargaining unit employees for an interview, contact your legal advisor for guidance i
notifying the appmpnaie union represéntative, The Civilian Pmanmel Office can tell you
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whether any particular employee you wish to interview is a membf:r cf the bargaining
unit. .

b. If you areinterviewing a civilian witness about somebody else, before initiating.
questioning you must; (1} inform the interviewee why you are questioning him/her about
someone else and wha that person is (by nasne), and (2) assure the employee that no
reprisal will take place if he/she refuses to answer, but that adverse action could be-
initiated based on their refusal to cooperate in a properly anthorized investigation or
inquiry. If the employee refuses to answer yvour-questions, suspend the interview and
contact your legal advisor. '

¢. Civilian employees who reasonably believe that information they provide diring an
official investigation may be used against them. in a eriminal prosecution cannot be
reguired to cooperate without'a grant of immunity. Should any civilian employee you
attemipt 10 intervisw decline to cooperate for any teason, suspend the interview and seek
guidance from your Eegal advisor on how to precede.

d. If the matier you afe investigating involves a grievance, a personnel practlce, or policy or
other conditions of employment, youmay be required to notify the union of any
interviews you have scheduled with bargaining unit-etmployees and afford the union the
opportunity to be present. Check with ‘your legal advisor to derermme if this sule apphes
to vour case and how to proceed i1t does.

e. Youhave noawhority to compel the-cooperation of confractor ef&pioyﬁes you find it
necessary to interview cornftactor employees, you must contact the contracting officer’s
representative for the applicable contract to request: cooperati on

13. You should obtain.original documents whenever possible. If fmgma}s are-unavailable,
ensure that accurate, legible copies are: provided along with aa MFR documenting where the
original is maintained and why it was not obtained. Advise the respective custodian, in
writing, of his or her obligation to safeguard and secure the documents pending final action in

this investigation.

14. Youmay be reqmred to obtain and secure physical evidencs: If you arg unable to obtain
or secure the évidence, prepare a MFR éacum&nﬁng the-evidence’s relevance and where it is
maintained. Advise the respective custodian, in wiiting, of his or her obligation o safeguard
and secure the evidence pending final action in thiy investigation.

15. You will comply with all requiremients set forth by the Secretary ef thﬁ Army General
Counsel Merhorandum dated 7 December 2010, detailed in the mfermanonai packet provided

to vou with this letter,

16. In youx-‘ixwesﬁgaﬁon you are not limited to the issues and quest‘mﬁs' listed above, You
will investigate any relevant and related matters that you may discover that fall under the
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areas for investigation described above. Youare advised not to investigate matters that do not
fall within the areas for investigation desciibad above. If you are ir doubt about the relevance
of & miatter, you will conisult your legal advisor. If during your mvest:gatzm you discover
additional matters that you believe warrant investigation, diseuss thern with your legal
advisor, who will advise me as'to whether the investigation should be expanded.

17, You will make non-binding but specific-recorimendations based on your findings. These
recommendations should include; whether any local regulations or policies should be
changed, whether any additional training Is required, and whether any adverse personnel or
disciplinary actions should be taken against & member of this command. Submit your
findings and recommendations:on DA Form 1574 to-the Legal Office for review within 21
working days from the éaie.. of this appointment memorandum. As soon as it becomes
apparent that you may require an extension of time to complete your investigation or to,
prepare the draft submission of the Army’s final report to the OSC, pleass provide a written
summary of the-actions you have taken in the case to daie, together with your justification for
extension of the suspense to Cassandra Johnson, Office of the Army General Counsel, thru
the Office of the Staff Judge Advocate. Ms, Johnson will peﬁﬂon thie OSC for an extension.
The grant of extension from OSC is never guaranteed, so it is strongly recommended that you
begin your investigation ;mmeémteiy and employ the appropriate: rcsources to ensure 1is
timely completion.

18. In your investigation, you will make such findings-as ate relevant and supported by the

facts. You will also make such recommendations as are appropriate and are supporled by the-
facts, In compiling your report.of investigation, consider carefully t}mt information contained
therein will be subject to pubilic disclosure and release. ‘

19. In support of your findings and recortmiendations recorded on D& Form 1574 (Report of
Proceedings by investigating Officer/Board of Officers), you must include all administrative
enclosures and evidentiary exhibits and other materfals which you consideréd. They miust be
tabbed and indexed with a table of contents and enclosures.  Mzke clear, concise, and specific
findings of fact. The evidence contained in yourinvestigation thwust diréctly support each finding
you make; and you, should specifically refér to each exhiliit that supports that particular finding.
Your recommendations must be consistent with your findings. Submit your entire package of
findings and recommendations with appropriate enclosures to me, ihmugh the CECOM Legal
Office.

20. Make two copies of your report of investigation (ROT).

21. Before beginning your investigation, you will receive 4 jegal briefing from your legal
advisor, Michael Hoyle at (443).861-5262, CECOM Office of the Chief Cotinsel. You may
consult the legal advisor at any time during the jnvestigation. Further, you will consulf with
him on all aspects of this investigation, including the development of an investigation plan,
determining whether witnesses must be advised of their rights, preparing your findings and
recominendations; and before putting your report in final form.
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22. This duty takes pf‘ecad&u@e over vour normal duties, TDY, and 1&3@%.

23. You are directed to begin your investigation immediately.

%, FERRELL

Commarnding
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ReportNo. 4-A-08 C T TMay2008

1. Autherify, . ’I’he Internal Review (IR) Office performed a review of the Rapid Response (R2) Pro; ect
Office Reimbursable Rate Process at the request of Director, CECOM LCMC Logistics
and Readiness Center (LRC). IR evaluators e
22 January 2008 through 18 March 2008 and followed DA IR Evaiuator Standards This report was
prepared in accordance with AR 11-7 and AR 11-2

2. Backgroupd. The R2 Project Office was cstabhshed in 1998 under the Command and Contro!
Directorate within the- CECOM Research, Development and Engireering Center (RDEC) and operational
control transitioned to CECOM LCMC LRC in 2003. The R2 Project Office is chartered by the Deputy to
the Commanding General, CECOM LCMUC, to execute a unique, competmve and streamlined business
process that allows the Army, DoD and other federai government agencies to rapidly acquire contractor-
provided equipment and services.

3. Objectives. The objectives of this review were to:

a. Determine R2’s process for setting customer reimbursable rates.
b. Evaluate R2’s accounting of incoming funds and operating expenses.

4. Scope and Methodology. The scope of this review included examining and analyzing R2’s Fiscal Year
(FY) 2007 accounting records and related support documentation. -In addition, we performed tests and
caleulations for accuracy on R2’s FY 2007 incoming réimbursable funds, Opcrahng eXpenses, customer
gontract obhgat:ons and other R2 financial related information.

Our methodology inctuded reviewing DoD and Army guidance, regu!anons and local Standard Operating,
Procedures (SOP’s) on reimbursable rates, We also interviewed key management personnel af the R2
Project Office and at CECOM LCMC G8 Office. Ten customer contract obligations totaling about $39
million weré randornly sample tested to determine the actual reimbursable rate charged and to verify dollar
amounts were congistent befween internal R2 records and official Army records. We also reviewed several
Functional Support Agreements (FSA’s) to ensure their validity. In addition, we verified that R2 and G8
were conducting joint reviews of open obligations and documenting them in a timely manner. All of the

documentation reviewed, personnel interviews, and analyses were performed in the context of answermg the
review objectives.



5. Results.

A. Objective: Determine R2’s process for setting customer reimbursable rates.

Results, We found that beginning in the second quarter of FY 2007 the R2 Project Office switched to
chargmg its custorners a 0.5% reimbursable rate for services provided, based on calculating & rate of
actual costs versus incoming workload. The move to a percentage rate was the result of an R2 -
. internal audit that determined that R2 may have excess funds compared to their planned financial

" requirements for FY 2007. Accordingly, as a reimbursable non-profit organization, a 0.5%
reimbursabie rate was set as a meafs to better align incoming fees with operating expenses. In
addition, R2 indicated the move to a rate fee was also to comply with statutory and regulatory -
guidance. The 0.5% rate remained in effect until January 2008 at which time the rate was increased
to 1% We agree with the R2 Pro_;ect Office cha:rgmg a percentage rate. '

CECOM LCMC SOP: The most recent CECOM LCMC SOP on reimbursable rates states that any
CECOM LCMC organization will not charge any fees either as a standard percentage rate or a dollar
- amount outside of CECOM LCMC internal established reimbursable rates to any ordering activity
without DCSRM review and approval. We contacted G8 personnel and they informed us they met
‘with R2 personnel prior to R2 changing to a percentage rate and agreed and approved of R2 setting
their new rate at 0.5% beginning in the second quarter of FY 2007. Although G8 personne! said they
~ approved of R2 changing to a percentage rate in FY 2007, other G8 persommel told us that they
disagreed in principle with the R2 Project Office chargmg a percentage rafe. -

_ CECOM LCMC Reimbursable Work Year Rate: Prior to the R2 Project Ofﬁcc convertmg toa
percentage rate they utilized the standard CECOM LCMC reimbursable work year rate that was

developed during the anmual CECOM LCMC G8 formulation of wark yeat rates process. Although

'~ the R2 office isn’t utilizing the formulation rate developed, they have continued to participate in the
annual CECOM LCMC G8 work year rate process. G8 personnel toid us that the reason ‘{hey .

-required the R2 Project Office to submit the work year rates was for year-to-year compansou
purposes and for companson with other CECOM LCMC activities.

R2 Fee Model‘lmtxatrva: In August 2007, the R2 Pro; ect Office initiated a Fee Mode] study to
ultimately assist them with customer pricing and to improve overall management of business
operations. The fee model is being developed by a Software Engineering Center (SEC) contractor

and funded through R2's SEC Functional Support Agreement. The feé mode] encompasses analyses
of many of R2’s historical business records that include grouping cost elements, itemizing task order
functions and estimating future workloads. It also factors different customer types and considers size
by dollar value of contract obhgauons The goal is to end up with a standard customer pricing model ‘
for like R2 work categories in the pre-award, award and post- -award process of R2 business

operations. - The R2 fee model should be ready for piiot testing ir the April 2008 nmeframe and
expacted to be 1mpleme,nted in FY 2009,
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B. Ob}'ective: Evaluate R2's accounting of its incorning funds and operating expenses.

Results.’ We determined that the R2 Project Office is prop ariy accounting for all of its incoming

funds and operating expenses. We randomly sempled ten FY 2007 contract obligations and their

associated reimbursable rate fees from the R2 database totaling about §39 million and were able to
identify all of those obligations and fees in the Army Standard Operation and Maintenance Army
Research-and Development Systermn (SOMARDS) {accounting) or Mechanization of Coniract
Administration Services (MOCAS) systems. In addition, we examined the R2 legal and acquxsmon
expenses paid during FY 2007 and were also able to accurately identify those expenses in .
SOMARDS. As a result, we are confident the R2 Project Office is accurately accounting for

- incoming funds and operatmg expenses

- FY 2007 Contract (}bhganons' Over the past several years the R2. PTDJCCt Office has seen their

business increase exponentially generating about $2.8 billion in contract obhgatmns in FY 2007.
This is an astounding growth rate from the time control transitioned to CECOM LCMC LRCin

FY 2003. The R2 Project Office provided us with sprsadsheets generated from their database and we

were able to validate the $2.8 billion in contract obligations inFY 2007. In addition, we randomly
selected ten contract obligations and their associated reimbursable fees totaling about $39 million to

validate their authenticity and R2°s accounting procedures. The sample items consisted of contract

obligations from all of DoD services and 1 non-DoD obligation. For all ten sample obligations we

were able to obtain adequate support documentation, as well as, validate the transactions in the Army
SOMARDS or MOCAS accounting systems. The R2 Project Office also provided us with

" documentation to verify that R2 and G8 personnel were conducting joint reviews and reconmhatmns

of open contract obligations on 4 quarterly basis. Based on our analyses and support documentation
obtained we determined that the R2 office is properly accounting for all customer contract obligations

' and then“ asgociated reimbursable fees,

FY 2067 Operating Expenses: Dunng FY 2007, the R2 Project Office generated about $13 million
in customer reimbursable fees compared to about $13.8 million in operating expenses. We reviewed

‘about $2.1 million of the R2 operating expenses and were able to validate their authenticity and

existence in the R2 database and the Army SOMARDS accounting system. In additon, RZ personnel

- were able to provide us with adequate documentation to support the expenses. Based on our analyses

and documentation received we determnined the R2 office is properly accoummg for thmr operating
EXPEnSES.

FY 2006 Carryover Fees: In FY 2007, the R2 Project Office had carryover reimbursable fees from

~ prior FY’s of about $8.4 million. R2 personnel told us that generally they try to carry over
‘approximately one to two quarters of operating expenses into the next fiscal year to mitigate for

uncertainties and finance the beginning of the next fiscal year or until such time the current DoD |
budget is approved. Recent fiscal year experiences have shown that often federal agencies are
required to operate under a continuing resolution early in the fiscal year as a result reimbursable
activities like R2 have a bona fide need to retain and carryover prior year fees, Although R2's $8.4 .
million carryover in FY 2007 is in excess of two quarters, personnel told us the excess carryover was
due to prior year fourth quarter expenses that didn't occur, The R2 Project Office is operating in a
dynamic business environment that doesn’t always allow for immediate management of income and
expenses during a given penod In our opzmon, R2 personnel are actively and effectively managing
their business operations given the climate in which they operate. Guidance regarding the amount of

‘funds reimbursable activities can carry over from fiscal year to fiscal vear is generaliy vague.



6. Su ggested Actions for the D:rector, CECOM LCMC LRC

A

Dzrect the R2 iject Officer to obtzin 2 CECOM LCMC legal opinion as to whether R2 can chargc
their customers a percentage rate such as 0,5% for their services. The opinion should address any/all

applicable statutory, regulatory or fiscal guidance for reimbursable activities,

Have the R2 Project Officer formally submit a proposal to the G8 office to approve in writing R2
charging their customers a percentage as a reimbursable rate. This methodology is based on actual
and real time workload which is a more exact methodology than any other reimbursement scenario
that has been reviewed, The R2 office should conduct guarterly reviews of their financial posture
and deterrnine if a rate adjustment is deemed necessary. The quarterly review process would bring

both the R2 Project Office and G8 in compliance w1£h the intent of the CECOM LCMC SOP on
reimbursable rates.

Direct the R2 Pro;ect Officer to obtain an opinion from the G8 Office regarding amourt bf funds
reimbursable activities can carryover from fiscal year to fiscal year, The opinion should address

-+ any/all apphcabie statutory, :egulatory or fiscal guidance for rexmbursable activities,

. Direct the R2 Project Officer to consider discontinuing the SEC R2 fee model study. If the R2
. Project Office desires to set or review their reimbursable rate based on analyses of their financial

posture and approval from the G8 office then there is no reason to continue the SEC fee model effort.

The funds being spent on the fee model effort could be redirected into other R2 efforts and -

E.

cons:dered savings or funds put to better use.

Determine the amount of savings related to dxscontihuing the SEC R2 fee model study,

7. Sﬁgges’ted Actions for the G8.

A.

© 8, POC forthis matter is [
o AR

Approve n wrmng the R2 Project Office charging their customers a percentage as a reimbursable -
rate. - This methodolopy is based on actual and real time workload which is a more exact
methodology than any other fee reimbursement scenario that has been reviewed. The R2 office .
should conduct quarterly reviews of their financial posture and determine if a rate adjustment is’
deemed necessary. The quarterly review process would bring both the R2 Project Office and G8 in
compliance with the intent of the CECOM LCMC SOP on reimbursable rates.

.. Advise the R2 PTO] ect Office regarcimg the amount of funds reimbursable activities can carryovcr |

from fiscal year fo fiscal year, The opinion should address any/all apphcabie statutory, regulatory or
fiscal guidance for reimbursable activities.

E77, who can be reached on extension (732) 427-4112, DSN 987 ot



9. General Comments: Thanks to all of the R2 staff for thexr essistance and cooperation during this effort.

We look forward to ass:stmg R2 and the LRC in the future on any Internal Review services they desire or
require. P

One Vision, O_nc Mission ~ I‘he Warfighter.

Internal Review Evaluator

Senior Internal Review Evaluatof
Approved By: |

Dxre:ctor
mtemal Re:vlcw (Office



SUGGES'I.‘EB ACTIONS FOR THE GB:

Action 7A. Appmve in wrmng the R2 Pre}ect Ofﬁce chargmg their custorners 2
percentage as a reimbursable rate. This methodology is based on actual and real time
workload which is a more exact methiodology than any other fee reimbursement scenario
that has been reviewed. The R2 office should conduct quarterly reviews of their
financial posture and determine if a rate adjustment is deemed necessary. The guarterly
review process would bring both the R2 Project Office and G8 in compliance wﬁh the

' mtent of the CECOM LCMC SOP on reimbursable ratcs

COMMARD COMNTS AND ACTION TAKEN

-G8 non-concilrs on Action TA.

The Economy Act (31 U.8.C. Sec. 1535 (b)) states that agencies.are required to recover

' the actual cost of goods and services provided. The level of effort should be Spemﬁcally
" identifiable to the customer order. While the Economy Act requires the recovering of the

actual costs, it provides some flexibility on how costs should be recovered. Whether the

estimating method is per hout or percentage of sales, actual costs must be recovered
The method used would not require writteh approval from the G8.

A review of the financial posture and a rate adjustment would not be necessary since the
orders should be adjusted to the actual cost of the customer order when completed. If

7 collections were more than the actual costs; the excess should be returned to the
customer; if the reverse was true, the cus’{orner shouid be contacted to obtam more’

funding.

The G8 would recommend the SEC Fee Model Study be continued with the idea of
tracking actual costs of the customer to the fees being charged. With the development of
such a model, it should serve to minimize the effect of any additional workload
requirements and provide a tool to monitor and support future admin suppon charge

‘computations.



SUGGESTED ACTIONS FOR THE GB:

Action 7B, Advise the R2 Project Office regarding the amount of funds reimbursable
activities can carryover from fiscal year to fiscal year, The opinion should address
any/all applicable statutory, regulatory or fiscal guidance for reimbursable activities.

COMMBND COMMENTS AND ACTION TAKEN

A critical consideration in identifying carryover funds is the type of funds, Carryover can
exist if (1) the funds will not expire and (2} it is attributed to work efforts not completed
but will be completed in the subsequent fiscal year, If funds expire at the end of the

fiscal year, then obligations must occur prior to the end of the fiscal year, Non-expired
funds would have to be obtained for costs incurred in the next fiscal year. Example:
Subsequent contract administration or technical support oceurring in ¥Y 09 for an

OMA contract awarded in FY08 (expiring appropriation), would require FY 09
OMA.,

According to 31 U.S.C. Sec. 1502 (a) funding must be related to a bona fide need for

that specific fiscal year aud can not be used for a reguirement in the following fiscal
year. : _

Another consideration is the type of funds being used to pay the work efforts.
Under 31 U.S.C. Sec. 1361 (a) “appropriations shall be applied only to the objects
for which the appropriations were made except as otherwise provided by law.”
‘Work efforts need to be associated to the proper appropriated funds.
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1. Authority: The Internal Review (IR} Office performed a review of the Rapid Response Project Office
(R2) reimbursable rate process IAW DA Internal Review Evaluator Standards, AR 11-7, and AR 11-2
between 22 January 2008 and 14 March 2008.

2. Background: The R2 Project Office is a completely reimbursable contracting operation organizationally
aligned with CECOM LCMC‘Logmﬂc Readiness Center. A review of its reimbursable rate process was
requested by B o © Director, CECOM-LCMC Logistics Readiness Center.

3. Scepe: FY 07 R2 accounting records, fotal income generated, total expenses incurred, and total contract
obligations awarded.

4, Methodology.
e  Review DOD, Army, and CECOM LCMC guidance and regulations on reimbursable operations.

s Interview and/or consult with CECOM LCMC R2 personnel, CECOM LCMC DCSRM persormel
and other parties as the review meris.

o Obtain and Analyze FY 07 R2 income and expense records and all FY 07 contract obligations listed
in the R2 internal database.

e Develop transaction sample from R2 records and validate against SOMARDS and MOCAS
e Obtain and analyze FY 07 R2 reimbursable man-year rate documenis

* Determine R2 joint reconciliation procedures and obtain FY 07 R2 joint reconciliation
documentation.

5. Objectives.

a. Determine Rapid Response Project Office (R2) process for setting reimbursable rates.
b. Evaluate R2’s accounting of its incoming funds and operating expenses.



6. _ Results.

a. Objective: Determine Rapid Response Project Office (R2) process for setting Reimbursable rates.

Resuits

IR met with and determined that DCSRM develops CECOM LCMC man-year rates on an annual
basis. The rate development process takes place during the course of the year, it is done in intervals,
and it culminates with publication of agreed upon approved rates. DCSRM does not validate
information contained in budget package submissions unless a year to year anomaly is noted.

IR determined the FY 07 R2 reimbursable rate developed by DCSRM was used in early FY 07 by R2
to recoup its costs. IR also determined that in Feb 07 R2 sought and received DCSRM approval to
use a flat percentage method as a means of recouping its costs.

An IR sample of 10 transactions reflects different reimbursement schemes were used by R2 during
FY 07 as a means of recouping its costs.

b. Objective: Evaluate R2’s accounting of its incoming funds and operating expenses.

Results

IR developed a sample of 10 transactions from the income, expense, and contract obligation data R2
provided by matching a fee collected entry to a contract obligation entry. IR collected the funding
documents for the 10 transactions and validated the fee collected and contract obligation eptries from
the R2 records against SOMARDS and MOCAS records.

IR validated R2 records indicating income producing transactions of $1.5M generated from customer
agreements against SOMARDS records. IR obtained supporting documents to validate R2 performs
periodic reconciliation procedures with CECOM LCMC DCSRM.

IR examined the R2 Jegal expense records and compared them to the pre year estimate and noted the
estimate to actual was nearly exact. This was pointed out to R2 management and they explained
legal bills are delivered and paid but it appears the bills are not scrutinized. The legal expense was

paid on ten separate MIPR’s over the course of the year. The transactions were tracked in
SOMARDS.

IR noted that on: the MIPR for one ofits 10 sample items “fee” money was provided with instruction
to place on contract. This may require further explanation.

IR is confident R2 is accurately accounting for incoming funds and operating expenses as reflected
by the sample transactions tracked thru SOMARDS and MOCAS.

7. Conclusion
R2 needs assurance from legal and DCSRM that a quarterly reimbursable rate evaluation
methodology allows it to operate within the confines of relevant and or applicabie appropriation law,
local policy, guidance, etc. The stated goal of the organization is to operate at cost. R2 presently

accornplishes this goal by actively monitoring income and expense values retained in it internal
database program.




R2 has established a business model that essentially works much like a brokerage bringing buyers
and seilers together in 2 common marketplace. R2 is able to book a sale and establish the need for
reimbursement when a contract award is made. R2 has no role in awarding the contract they simply
arrange the meeting, the CECOM LCMC Acquisition Center Contracting Officer and the R2
customer are responsible for awarding the contract.

R2 earns its reimbursement by performing established tasks on both the front (facilitation) and back
end (contract management) of the contract award. The performances of these tasks are the two
primary cost drivers in the R2 business model. In FY 07 R2 facilitated approximately § 2.7B in
contract awards, incwred expenses of approximately $13.9M, generated income of approximately
$12.9M, and carried forward fees of approximately $8.4M.

The R2 reimbursable rate procedure should enable R2 to maintain adequate cash reserves, hold
income in line with expense, and provide pricing transparency to its customer base. A rate evaluation
methodology, performed on a quarterly basis and under the auspices of DCSRM, would provide R2
the opportunity to adjust for circumnstances typical of the dynamic environment in which they operate
and manage their operation at or near cost,

5. Sugoested Actions:

1. Convene top level discussions between DCSRM, Legal, and R2 to reach agreement on the particulars
of a quarterly reimbursable rate evaluation methodology. Discussions should focus on establishing
parameters of how such a methodology would be impiemented, types of items that will be needed to
validate rate adjustments, documentation requirements for audit purposes, and notification procedures
to keep customers informed.

2. Make a decigion on viability of SEC pricing model sooner rather than later. Abandoning this effbrt
will provide a savings to R2 so long as the quarterly rate adjustment scheme is deemed feasible.

. who can be reached on extension (7.’32) 427-4112, DSN 987 or

9. General Comments: Thanks to all of the R2 staff for their assistance and cooperation during this effort,
we look forward to assisting R2 in the future on any Internal Review services they require.

10. One Vision, One Mission - The Warfighter. 4rmy Strong

em'or Internal Reﬁew Ewvaluator
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Report No. XX-A-08 20 March 2608

1. Autherity., The Internal Review (IR) Office performed a review of the Rapid Response Project Office
(R2) reimbursable rate process at the request of Director CECOM LCMC Logistics
Readiness Center (LRC). IR evaluators conducted the review from
22 January 2008 through 18 March 2008 and followed DA IR Evaluator Standards. This report was
prepared in accordance with AR 11-7 and AR 11-2.

2. Backeround., The R2 Project Office was established in 1998 under the Command and Control
Directorate within the CECOM RDEC and operational control fransitioned 1o CECOM LCMC LRC in 2003,
The R2 Project Office is chartered by the Deputy to the Commanding General, CECOM LCMC, to execute a
unigue, competitive and streamlined business process that allows the Army, Dol) and other federal
government agencies 1o rapidly acquire contractor-provided equipment and services.

3. Objectives. The objectives of this review were to:

a. Determine R2s process for setting customer reimbursable rates.
b, Evaluate R2’s accounting of incoming funds and operating expenses.

4. Scope apd Methodology. The scope of this review included examining and analyzing R2°s Fiscal Year
(FY} 2007 accounting records and related support documentation. In addition, we performed tests and
calculations for accuracy on R2°s FY 2007 incoming reimbursable funds, operating expenses, customer
contract obligations and other R2 financial related information.

Our methodology included reviewing DoD and Army guidance, regulations and local Standard Operating
Procedures (SOP’s) on reimbursable rates. We also interviewed key management personnel at the R2
Project Office and at CECOM LCMC DCSRM. Ten customer contract obligations totaling about $39
million were randomly sample tested to determine the actual reimbursable rate charged and to verify doliar
amounts were consistent between internal R2 records and official Army records. 'We also reviewed several
Functional Support Apreements (FSA’s) to ensure their validity. In addition, we verified that R2 and
DCSRM were conducting joint reviews of open obligations and documenting them in a timely manner, All
of the documentation reviewed, personnel interviews, and analyses were performed in the context of
answering the review objectives.

5. Resuits.
A. Objective: Determine R2’s process for setting custemer reimbursabie rates.
Results.

We found that beginning in the second guarter of FY 2007 the R2 Project Office switched to charging
its customers a flat 0.5% reimbursable rate. The move to a flat percentage rate was the result of an



R2 internal audit that determined that R2 may have excess funds compared to their planned financial
requirements for FY 2007, Accordingly as a reimbursable non-profit organization a 0.5%
reimbursable rate was set as a means to better align incoming fees with operating expenses. In
addition, R2 indicated the move to a flat rate fee was also to comply with statutory and regulatory
guidance. The 0.5% rate remained in effect until January 2008 at which time the rate was increased

~ to 1%. We agree with the R2 project office charging a flat percentage rate.

CECOM LCMC SOP: The most recent CECOM LCMC SOP on reimbursable rates states, that any
CECOM LCMC organization will not charge any fees-cithet as a standard percentage rate or & dollar
amount outside of CECOM LCMC: mtemal established reimbursable rates. toany ordering activity
without DCSRM review and approval We contacted DCSRM personnel and they informed us they
met with R2 persommel prior to R2 changing to a flat percentage rate and agreed and approved of R2
setting their new rate at 0.5% beginning in the second guarter of FY 2007. Although DCSRM
personne! said they approved of R2 changing to a flat percentage rate in FY 2007, other DCSRM
personnel told us that they disagreed in principle with the R2 Project Office charging a flat
percentage rate,

CECOM LCMC Reimbursable Work Year Rate: Prior to the R2 Project Office converting to a
flat percentage rate they utilized the standard CECOM LCMC reimbursable work year rate that was
developed during the annual CECOM LCMC DCSRM formulation of work year rates process.
Alfhough the R2 office isn’t utilizing the formulation rate developed, they have continued to
participate in the annual CECOM LCMC DCSRM work year process. DCSRM personne! told us
that the reason they required the R2 Project Office to submit the work year rates was for vear to year
comparison purposes and for comparison with other CECOM LCMC activities.

R2 Fee Model Initiative: In FY 2008 the R2 Project Office initiated a Fee Model study to

ultimately assist them with customer pricing or determining their reimbursable rate and to 1mprove
management of business operations. The fee model! is being developed by a SEC contractor and
funded through R2's SEC Functional Support Agreement. The fee model encompasses analyses of
many of R2’s historical business records that include grouping cost elements, itemizing task order
functions and estimating future workloads. [t also factors different customer types and considers size
by dollar value of contract obligations. The goal 1s to end up with a standard customer pricing model
for like R2 work categories in the pre-award, award and post-award process of R2 business
operations. The R2 fee model should be ready for pilot testing in the April 2008 timeframe and
expecied to be implemented in FY 2009,

B. Objective: Evaluate R2’s accounting of its incoming funds and operating expenses.

Results

We determined that the R2:project office is properly accounting for all of its incoming funds and
operating expenses. We randomly;,ﬂ_ pled ten FY 2007 contract obligations and their associated
reimbursable rate fees from (he R2 database totaling about $3% million and were able to identify all of
those obligations and fees in the Army SOMARDS or MOCAS accouriting systems. In addition we
examined the R2 legal and acquisition expenses paid during FY 2007 and were also able to
accurately identify those expenses in SOMARDS. As a result, we are confident the R2 Project Office
is accurately accounting for incoming funds and operating expenses.

FY 2007 Contract Obligations:’ Over the past several years the'R2 Project Office has seen their




business increase exponentially generating about $2.8 billion in contract obligations in FY 2007
This is an astounding growth rate from the time contro! transitioned to CECOM LCMC LRC in FY
2003. The R2 Project Office provided us with spreadsheets generated from their database and we
were able to validate the $2.8 billion in contract obligations in FY 2007. In addition, we randomly
selectad ten contract obligations and their associated reimbursable fees totaling about $39 miilion to
validate their authenticity and R2°s accounting procedures. The sample items consisted of contract
obligations from all of DoD services and 1 non-D oD cobligation. For all ten sample obligations we
were successfully able to obtain adequate support documnentation, as well as, validate the transactions
in the Army SOMARDS or MOCAS accounting systems. The R2 Project Office also provided us
with documentation to verify that R2 and DCSRM personnel were conducting joint reviews and
reconciliations of open contract obligations on a quarterly basis. Based on our analyses and support
documentation obtained we determined that the R2 office is properly accounting for all custorer
contract obligations and their associated reimbursable fees.

FY 2007 Operating Expenses: During FY 2007, the R2 Project Office generated about $13 million
in customer reimbursable fees compared to about $13.8 million in operating expenses. We reviewed
about $2.1 million of the R2 operating expenses and were able to validate their authenticity and
existence in the R2 database and the Army SOMARDS accounting systems. In addition, R2
personnet were able to provide us with adequate documentation to support the expenses. Based on
our anatyses and documentation received we determined the R2 office is properly accounting for
their operating expenses.

FY 2006 Carryover Fees: InFY 2007 the R2 Project Office had carryover reimbursabie fees from
prior FY’s of about $8.4 million. R2 personnel told us that generally they try to carry over
approximately one to two guarters of operating expenses into the next fiscal year to mitigate for
uncertainties and finance the beginning of the next fiscal year or until such time the current DoD
budget is approved. Recent fiscal year experiences have shown that often federal agencies are
required to operate under a continuing resolution early in the fiscal year as a result reimbursable
activities like R2 have a bona fide need to retain and carryover prior year fees. Although R2’s $8.4
million carryover in FY 2007 is in excess of two quarters, personnel told us the excess carryover was
due to prior year fourth quarter expenses that didn’t ocour. The R2 Project Office is operating in a
dynamic business environment that doesn’t always allow for immediate management of income and
expenses during a given period. In our opinion, R2 persannel are actively and effectively managing
their business operations given the ciimate in which they operate. Guidance regarding the amount of
funds reimbursable activities can carry over from fiscal year to fiscal year is generally vague.

6. Suprested Actions for the Director of CECOM LCMC LRC:

1. Direct the R2 Project Officer to obtain a CECOM LCMC legal opinion as to whether R2 can charge
their customers a flat percentage rate such as 0.5% for their services. The opinion should address
any/all applicable statutory, regulatory or fiscal guidance for reimbursable activities.

2. Direct the R2 Project Ufficer to begin obtaining written approval from the DCSRM for the
reimbursable fee they charge their customers. Although past practice DCSRM personnel have
reviewed and approved the R2 reimbursable rate; it isn't in writing or documented anywhere. The R2
office should conduct guarterly reviews of their financial posture and determine if a rate adjustment is
deemed necessary. The quarterly review process would bring both the R2 Project Office and
DCSRM in compliance with the intent of the CECOM LCMC SOP on reimbursabie rates.




3. Direct the R2 Project Officer to obtain a CECOM LCMC legal opinion regwding'ZIM*aunt of funds
~reimbursable activities can¢arryover from fiscal year to fiscal year pinion should address
any/all apphcable statutory, regulatory or fiscal guidance for reimbursable activities.

4. Direct the R2 Project Officerto consider discontinuing the SEC R2 fee el study. If the R2
:?Prcge:ct Office desires to set or review their reimbursable rate based on’ fyses of their financial
posture and approval from the DCSRM then there is no reason to continue the SEC fee model effort.
The funds being spent on the fee model effort could be redirected into other R2 efforts and
conmdered savings or funds put to bettéer use.

who can be reached on extension (732) 4274112, DSN 987 or

8. General Comments: Thanks to all of the R2 staff for their assistance and cooperation during this effort.
We look forward to assisting R2 and the LRC i the future on any Internal Review services they desire or
require.

One Vision, One Mission - The Warfighter.

Army Strong,

Internal Review Evaluator

Senior Internal Review Evalnator
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1. Authority: The Internat Review (IR) Office performed a rev;ew of the Rapid Response Project Office
(R2) reimbursable rate process at the request o -~ Director CECOM LCMC Logistics
Readiness Center (LRC). IR evaluators = conducted the review from 22
January 2008 through 18 March 2008 and followed DA IR Evaluator Standards. This report was prepared in
accordance with AR 11-7 and AR 11-2.

2. Backeround: The R2 Project Office was established in 1998 under the Comimand and Control
Directorate within the CECOM RDEC and operational control transitioned to CECOM LCMC LRC in 2003.
The R2 Project Office is chartered by the Deputy to the Commanding General, CECOM LCMUC, to execute a
unique, competitive and streamlined business process that allows the Atmy, DOD and other federal
government agencies to rapidly acquire contractor-provided equipment and services.

3. Objectives. The objectives of this review were to:

a. Determine R2’s process for setting customer reimbursable rates.
b. Ewvaluate R2’s accounting of incoming funds and operating expenses.

4. Scope and Methodology: The scope of this review included examining and analyzing R2’s fiscal year
(FY) 2007 accounting records and related support documentation, In addition we performed tests and
calculations for accuracy on R2’s FY 2007 incoming reimbursable funds, operating expenses, customer
contract obligations and other R2 financial related information.

Our methodology included reviewing DoD and Army guidance, regulations and local Standard Operating
Procedures {(SOP’s) on reimbursable rates. We also interviewed key management personnel at the R2
project office and at CECOM LCMC DCSRM. Ten customer contract obligations totaling about $39 million
were randomly sample tested to determine the actual reimbursabie rate charged and to verify dollar ameunts
were consistent between internal R2 records and official Army records. We also reviewed several
Functional Support Agreements (FSA’s) to ensure their validity. In addition we verified that R2 and
DCSRM were conducting joint reviews of open obligations and documenting them in a tirnely manner. Al
of the documentation reviewed, personnel interviews, and analyses were performed in the context of
answering the review objectives.

5. Results.

A. Objective: Determine R2's process for setting customer reimbursable rates.

Results

We found that beginning in the second quarter of FY 2807 the R2 project office used a standard
percentage rate of 0.5% 1o charge its’ customers for reimbursement. The 0.5% rate remained in
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effect until January 2008 at which time the rate was increased to 1%. The move to a standard
percentage rate was the result of an R2 initiated internal audit. The audit determined R2 was
generating more funds than it needed as compared o its F'Y 2007 planned requirements. The 0.5%
* reimbursable rate was established fo better align income with expense.
We agree with R2’s use of a standard percentage as a means of balancing income with expense.
However, due to the technical and overlapping nature of statutory regulations and appropriation law
swe recommend R2 obtain a legal opinion regarding the viability of charging customers a standard
percentage. We further address this subject as item (1) in the “Suggested Actions” section of this

/ report.

CECOM LCMC SOP: The most recent CECOM LCMC SOP on reimbursable rates states CECOM
LCMC organizations not asses fees, such as a standard percentage rate or fixed dollar amount,
outside of the CECOM LCMC established reimbursable rate process without DCSRM review and

* approval.

We contacted DCSRM personnel and they informed us they met with R2 fo discuss its desire to
switch to the percentage rate method. As a result of that meeting DCSRM agreed and approved R2’s
use of a 0.5% rate beginning in the second quarter of FY 2007.

~ Although DCSRM personnel said they approved of R2 changing to a standard percentage rate in FY
2007 it is our understanding DCSRM views this fix as a temporary solution because DCSRM
personnel stated they disagree in principle with R2 charging a standard percentage.

fgpproval regarding its reimbursable rate method and how it is to be implemented. We further address
this subject as item (2) in the “Suggested Actions™ section of this report.

%Iﬁﬁgm of the different DCSRM opinions we recommend R2 obtain from DCSRM a formal written
Yy
e

CECOM LCMC Reimbursable Work Year Rate: The CECOM LCMC DCSRM work year rate is
developed on an annual basis. R2 used CECOM LCMC DCSRM reimbursable work year rates to

_establish its FY 07 Functional Support Agreements (FSA’s). R2 used these agreements for both
income and expense related transactions.

In FY 07 R2 generated about $13M in reimbursable fees predominately from a percentage rate
method. Of this $13M in reimbursable fees R2 generated, $1.5M was derived from FSA related

° transactions. We estimated R2 FY 07 expenses from FSA related transactions to be about $ 2.5M.

R2 does not have a periodic reconciliation process in place to match actual FSA costs againstthe
¢ Esti ate, R should establish a process o match FSA costs against its estimates; we further address >

this subject as item (4) in the suggested actions section of this reportj__,_,,,w, P
LAY B e A

B U

Mﬂ{*’ B. Objective: Evaluate R2’s accounting of its incoming funds and operating expenses,

Results -

We determined R2 is properly accounting for incoming funds and operating expenses. We randomly
selected from the R2 database ten FY 07 contract obligation transactions totaling about $39M and
associated reimbursable rate fee fransactions totaling about 491K, We validated that the obligation
and fee transactions were reflected in Army SOMARDS and/or MOCAS accounting systems.
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1. Authority. The Internal Review (IR} Office performed a review Of the Rapid Response (R2) Project
Office Reimbursable Rate Process at the request of Director, CECOM LCMC Logistics
and Readiness Center (LRC). IR evaluators] conducted the review from
22 January 2008 through 18 March 2008 and followed DA IR Evaluator Standards. This report was
prepared in accordance with AR 11-7 and AR 11-2.

2. Background. The R2 Project Office was established in 1998 under the Command and Control
Directorate within the CECOM Research, Development and Engineering Center (RDEC) and operational
control transitioned to CECOM LCMC LRC in 2003. The R2 Project Office is chartered by the Deputy to
the Commanding General, CECOM LCMC, to execute a unique, competitive and streamiined business
process that allows the Army, DoD) and other federal government agencies to rapidly acquire contractor-
provided equipment and services.

3. Objectives. The objectives of this review were to:

a. Determine R2’s process for setting customer reimbursable rates,
b. Evaluate R2’s accounting of incoming funds and operating expenses.

4, Scope and Methodology. The scope of this review included examining and analyzing R2’s Fiscal Year
(FY) 2007 accounting records and related support documentation, In addition, we performed tests and
caiculations for accuracy on R2°s FY 2007 incoming retimbursable funds, operating expenses, customer
contract obligations and other R2 financial related information,

Our methodology included reviewing Dol and Army guidance, regulations and local Standard Operating
Procedures (SOP’s) on reimbursable rates. We also interviewed key management personnel at the R2
Project Office and at CECOM LCMC Deputy Chief of Staff for Resource Management (DCSRM). Ten
customer contract obligations totaling about $3% million were randomly sample tested to determine the
actual reimbursable rate charged and to verify dollar amounts were consistent between internal R2 records
and official Army records. We also reviewed several Functional Support Agreements (FSA’s) to ensure
their validity. In addition, we verified that R2 and DCSRM were conducting joint reviews of open
obligations and documenting them in a timely manmer. All of the documentation reviewed, personnei
interviews, and analyses were performed in the context of answering the review objectives.

[\




5. Results.
A, Ob ective: Determine R2’s process for setting customer reimbursable rates,

Results. We found that beginning in the second quarter of FY 2007 the R2 Project Office switched o
charging its customers a 0.5% reimbursable rate for services provided, based on calculating a rate of
actual costs versus incoming workload. The move to a percentage rate was the result of an R2
internal audit that determined that R2 may have excess funds compared to their planned financial
requirements for FY 2007. Accordingly, as a reimbursable non-profit organization, a 0.5%
reimbursable rate was set as a means to better align incoming fees with operating expenses. In
addition, R2 indicated the move to a rate fee was also to comply with statutory and regulatory
guidance. The 0.5% rate remained in effect until January 2008 at which time the rate was increased
to 1%. We agree with the R2 Project Office charging a percentage rate,

CECOM LCMC SOP: The most recent CECOM LCMC SOP on reimbursable rates states that any
CECOM LCMC organization will not charge any fees either as a standard percentage rate or a dollar
amount outside of CECOM LCMC internal established reimbursable rates to any ordering activity
without DCSRM review and approval. We contacted DCSRM personnel and they informed us they
met with R2 personnel prior to R2 changing to a percentage rate and agreed and approved of R2
setting their new rate at 0.5% beginning in the second quarter of FY 2007. Although DCSRM
personnel said they approved of R2 changing 10 a percentage rate in F'Y 2007, other DCSRM
personnel told us that they disagreed in principle with the R2 Project Office charging a percentage
rate, .

CECOM LCMC Reimbursable Work Year Rate: Prior to the R2 Project Office converting to a
percentage rate they utilized the standard CECOM LCMC reimbursable work year rate that was
developed during the annual CECOM LCMC DCSRM formulation of work year rates process.
Although the R2 office isn’t utilizing the formulation rate developed, they have continued to
participate in the annual CECOM LCMC DCSRM work year rate process. DCSRM personnel told
us that the reason they required the R2 Project Office to submit the work vear rates was for year-to-
year comparison purposes and for comparison with other CECOM LCMC activities.

R2 Fee Model Initiative: In August 2007, the R2 Project Office initiated a Fee Model study to
ultimately assist them with customer pricing and to Improve overall management of business
operations. The fee model is being developed by a Software Engineering Center (SEC) contractor

and funded through R2’s SEC Functional Support Agreement. The fee model encompasses analyses
of many of R2’s historical business records that include grouping cost elements, itemizing task order
functions and estimating future workloads. It also factors different customer types and considers size
by dollar value of contract obligations. The goal 1s to end up with a standard custorer pricing mode!
for like R2 work categories in the pre-award, award and post-award process of R2 business

operations. The R2 fee model should be ready for pilot testing in the April 2008 timeframe and
expected to be implemented in FYY 2009.




B. Objective; Evaluate R2’s accounting of its incoming funds and operatiﬁg expenses.

Results. We determined that the R2 Project Office is properly accounting for all of its incoming
funds and operating expenses. We randomly sampled ten FY 2007 contract obligations and their
associated reimbursable rate fees from the R2 database totaling about $39 million and were able to
identify all of those obligations and fees in the Army Standard Operation and Maintenance Aty
Research and Development System (SOMARDS) (accounting) or Mechanization of Contract
Administration Services {(MOCAS) systems. In addition, we examined the R2 legal and acquisition
expenses paid during FY 2007 and were also able to accurately identify those expenses in
SOMARDS. As aresult, we are confident the R2 Project Office 15 accurately accounting for
incorning funds and operating expenses.

FY 2067 Contract Obligations: Over the past several years the R2 Project Office has seen their
business increase exponentially generating about $2.8 billion in contract obligations in FY 2007,
This is an astounding growth rate from the time control transitioned to CECOM LCMC LRC in

FY 2003. The R2 Project Office provided us with spreadsheets generated from their database and we
were able to validate the $2.8 billion in contract obligations in FY 2007. In addition, we randomly
selected ten contract obligations and their associated reimbursable fees totaling about $39 miilion to
validate their authenticity and R2’s accounting procedures. The sample items consisted of contract
obligations from all of DoD services and | non-DolD) obligation. For all ten sample obligations we
were able to obtain adequate support documentation, as well as, validate the transactions in the Ammy
SOMARDS or MOCAS accounting systems. The R2 Project Office also provided us with.
documentation 1o verify that R2 and DCSRM personnel were conducting joint reviews and
reconciliations of open contract obligations on a quarterly basis. Based on our analyses and support
documentation obtained we determined that the R2 office is properly accounting for all customer
contract obligations and their associated reimbursable fees.

FY 2007 Operating Expenses: During FY 2007, the R2 Project Office generated about $13 million
in customer reimbursable fees compared to about $13.8 million in operating expenses. We reviewed
about $2.1 million of the R2 operating expenses and were able to validate their authenticity and
existence in the R2 database and the Army SOMARDS accounting system. In addition, R2 personnel
were able to provide us with adequate documentation to support the expenses. Based on our analyses
and documentation received we deterrnined the R2 office is properly accounting for their operating
eXpenses. '

FY 2006 Carryover Fees: [n FY 2007, the R2 Project Office had carryover reimbursable fees from
prior FY’s of about 8.4 million. R2 personnel toid us that generally they try to carry over
approximately one to two quarters of operating expenses into the next fiscal year to mitigate for
uncertainties and finance the beginning of the next fiscal year or until such time the current DoD
budget is approved. Recent fiscal year experiences have shown that often federal agencies are
required to operate under a continuing resolution early in the fiscal vear as a result reimbursable
activities like R2 have a bona fide need to retain and carryover prior year fees. Although R2’s $8.4.
million carryover in FY 2007 is in excess of two quarters, personnel told us the excess carryover was
due to prior year fourth quarter expenses that didn’t occur. The R2 Project Office is operating in a
dynamic business environment that doesn’t always allow for immediate management of income and
expenses during a given period. In our opinion, R2 personnel are actively and effectively managing
their business operations given the climate in which they operate. Guidance regarding the amount of
funds reimbursable activities can carry over from fisval year 1o fiscal yeat is generally vayue.




6. Sugeested Actions for the Director, CECOM LCMC LRC:

1. Direct the R2 Project Officer to obtain a CECOM LCMC legal opinion as to whether R2 can charge
their customers a percentage rate such as 0.5% for their services. The opirion should address any/al}
applicable statutory, regulatory or fiscal guidance for reimbursable activities.

2. Have the R2 Project Officer formally submit a proposal to DSCRM to have them approve R2’s,
proposed rate of a percentage of actual dollars coming in versus actual expenses, This methodology
is based on actual and real time workload which is a more exact methodology than any other fee
reimbursement scenario that has been reviewed. The R2 office should conduct quarterly reviews of
their financial posture and determine if a rate adjustment is deemed necessary. The quarterly review

process would bring both the R2 Project Office and DCSRM in compliance with the intent of the
CECOM LCMC SOP on reimbursable rates.

3. Direct the R2 Project Officer fo obtain a CECOM LCMC legal opinion regarding amount of funds
reimbursable activities can carryover from fiscal year to fiscal year. The opinion should address
any/all applicable statutory, regulatory or fiscal guidance for reimbursable activities.

4. Direct the R2 Project Officer to consider discontinuing the SEC R2 fee model study. If the R2
Project Office desires to set or review their reimbursable rate based on analyses of their financial
posture and approval from the DCSRM then there is no reason to continue the SEC fee mode] effort.
The funds being spent on the fee model effort could be redirected into other R2 efforts and
considered savings or funds put to better use. :

who can be reached on extension (732) 427-4112, DSN 987 or

8. General Comments: Thanks to all of the R2 staff for their assistance and cooperation during this effort.

We look forward to assisting R2 and the LRC in the future on any Internal Review services they desire or
require.

One Vision, One Mission - The Warfighter.

Internal Review Hvaluator

Senior Intern Review Evaluator

Approved By:

Internal Review Office
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cWANT TO MAKE THE FOLLOWING STATEMENT UNDER QATH:

Q.. What was your position within CECOM when your office took a look at the R2 Project Office’s Reimbursible Rate process in
the 2007-08 time frame?
A.: Twas the lead evaluator on the R2 rewew wn 2

and | had some ohjectives. This was z
[ook at It But deferred to our office and

workmg for me.

- And they gave us a little background on the R2 operations. I was compiete]y unfamiliar WIth the operations to that
pomt Other than just some basic knowledge about it. Anyway, we did the review.
reviews; it was a great review. We were all over it. We solved the review. The only disappoimment was that I couldn’t ever get it
fixed. That was my big disappointment. 1 couldn’t ultimately fix the situaticn.. . \What happened was, we concluded at the end of
the review and based on an opinion from ! and input from Legal that indicated the RZ office was operating in

violation of the Economy Act. [looked at it, Sect 1535 of the Economy Act. Originally what we were saying in this report was to
review the rate quarterly and acijust sccordingly. Then we asked both legal and G8 : if they were fine with that, We got
a non-concurrence from 2telling us that it 15 in violation of the Economy Act. We went and we looked and sure enough it
was. It was a violation of the Economy Act. At that point, what we did was where it was a violation was that R2 was not praperly
reconciling their customer orders on an individual basis, hence they were not properly accounting for customer funds, You know
we did quite a bit of work and they were properly accounting for everything they just were net in compiiance with the Economy
Act. There wasn't anything funny with that all the meney was there and it was 2il being accounted for in SOMARDS. The issue was
that they weren’t tracking it on & custorver to cusiomer basis, And that is what is required in the Economy Act. And ... well let me
just step back. What they would do is a customer would come to thern and request their services. R2 would szy Ok it's going to
cost you a million dollars for this type of services and by the way we are also charging you a 2, 3,0r 4, ! think the range went as high
as 7% in sorne cases, We did a statistical sample and the highest was 1 want to say 7%, So anyway the customer would usually say
fine and isgue R2 MIPRS and they would get it on contract. The way it is supposed to work is there is supposed to be accounting
similar to what I would cell a legal arrangement for the cosis outside of the contract costs meaning the costs associated with the R2
office where it is on g fee basis, In other words you have to charge your hours out to each job. And they weren’t daing that at R2,
Everythmg went intc a big pool. And they used their expenses according fo the color of money that it was. In other words ifthe
money was geiting set to explre they would utilize those funds first. For ongoing operations and then if they had money that was 2

- ot 3-year money they would leave thet money on the books because there wasn’t an urgency to spend it. Ok so that’s where they
got fouled up because what they are supposed to do is they are supposed fo track it one-on-one by customer and then at theend do a
reconciliation . . ., they can charge a fee, there is nothing wrong with that as far as  know, but what they’ve got to do, they’ve got to
track it on & customer-by-customer basis and at the end have a reconciliation process and say QK customer, we’'re done with you,
you owe us X or bere is X back. And that’s what they didn’t do. And that’s the violation of the Economy Act. In my opinion

I
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g, STATEMENT (Continted)

the reason this didn’t get fixed is because JHEE . (Senior IR Evaluator for Reviews)
decided to nof issue our report essentialty thcy looked the other way and aliowed R2 to continue to operate in violation of the
Economy Act. In htndszghtl believe they may have done this for personal gain. | beiieve there was/is an inappropriate relationship
‘and have a boatioad of documentation to support that allegation. Right at the time [ was pressing them
to issue the repor‘ they would knock me down and coinci dent y at that same time both [ and @8 pot promotions:
Q.: And they didr’t do that because. .. 7
A.: They didn’t do it because first ofall I guess my initial take is IR and BFEE are contracting people. They weren’t familiar
with this, BEEEF and BBER were genuinely trying to gt the right answer. They were constantly in contact with G8 asking them and -
% was famous for at the time, tetling them what they couldn’t do, but they zlways wanted to know what they could do, How can we
do this? So anyway, when we issued this draft report, so all that came out. And we issued this draft report and what we did was
formed a fittie group to fry and figure out a way that they could properly account for money; the customers money on a one-by-one
basis. And it was too much work for them. They didn’t want to hear it at that point. The business environment wes tog dynamic at
that point, They were expanding by ieaps and bounds. And then shortly thereafie - both left. Frankly I think they
were quite frustrated with the whole thing.  So and then what happened was, that little work group that we had would tiry to find 2
Iresolution just sort of fell by the wayside. And that was it. And [ wasn’t able to fix the problem. 1 was constantly bugging -
tc issue a final report to force the Command to deal with the viciations or get it to the next level. We talked ahout going directly
BMIEE 2t AMC HQ and we were saying that if this project office was so important to the ct}mmand and the Army then they
should dxrect “t fund them as opposed to being a reimbursible activity. And I ran that by 8 2 8 said, “Get
out of here they’re never going to fund that.”” You know because it was a lot of positions. At the nme I think there was betwsen 80
and Y00 people in that group. Not one of those people, bear in mind, were on the CECOM payroll. Strictly ali reimbursable. So,
again, that fell to the wayside and the final- report never got issued. In addition to the violations of the Economy Act 1 was very
concerned about some other funding issues in R2. At the time I concluded that R2 was also augmenting CECOMs budget by
contracting for about 30 CECOM Contracting Officers and a couple of Man Years of Legal staff through FSAs and not properly
accountmg for it. In my opinion these were appropriations violations and quite possible ADAs. These too became sore points
between ZEE fand myself because I felt we all had & professjonal and ethical obligation to repart these issues, however
they really dldn i seemn to care and here we are totay.
Q So you had the group together. Was that led by £

: 1t was kind of ant ad hoe group. But ] think G8 did have the lead. He went about setiing up mos‘i of the meetings. 1 forget who it
Gn and . I forget his name. He had other meetings but they became . .. it wasn *t & serious effurt.
Q How high up did it gf:t'J

: 1t went to all the players. It wentto
at one point. But at that point that we out
in tune with the violation of the Economy Act. When we f’nal]y found cut about the viojations Z§ o pted not 1o inform any of
* lthe interested parties, In my cpinion he was more concerned about his personal move to APG selling his home finding a new one
applying for HAP, etc... then he was about what was in the best interest of the Command. 1 confronted him on about this and he
admitted to me that he has to take care of number one, he said he did this with any thought or care of his staff and what was in the
best interest of completing our IR mission.
Q.: Normally when a report goes final, what happens to it?
1A.: Basically it would go into the CECOM public domain, Actuaily, in this case, because it was a requested effort it would be

more close-hold than that, It would go to the General and go to the Chief of Staff and then go to RiEeens body that had an

interast in it would go te. And then what would happen is if somebody requested 2 copy of it we woa.xld have 1o defer to Bk
* since he requested it And say you would have to take that up with him, 1t's sort of like, I think they call it an attestation.
lee & consulting memo for somebody spemf‘c
Q.1 So as far as you know, it gotto B8 =° or some sembiance of it but he wasn’t asking about the Economy Act. He was
asking about the fee setting and the rest camﬁ te light.
A Yes,
10.: pDig “@%ﬁgv\% provide the GS services to the office or did R2 office have their own budget people? And policy also? They knew
‘{they needed to track this or at least they found out as a result of your review?
They had their own budgst people. [-don’t think initially that R2 had any ides that they were supposed to do that. It only came Lo
light that's why I said I was very proud of this because we figured it out for them. We uhiimately figured it out. They kept asking
[how to fix if] yeah and that’s all we were saying thatB#%8 ¥ has now toid us what we can do and we have 10 do it and that’s whers
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8. STATEMENT (Confinued) . -

[that SEC model came in. They sent money to SEC to help them figure this out.] Absolutely but basically it all went to the wayside
becanse BEREEC and %? decided to squash the report.
Q. It’s like you said, this is the way lawyers bill, you would think there would be commercial software available.
A Thereis. We actually solicited with a lady. %‘%ﬁé had a lady on the horn from the private sector who had a program who was
going to come down here and give us a demonstration to everybody and like I said it sort of just fell to the wayside. Not because we
wanted it 'to.
Q.: Normally with a draft report you go out for command comments. You received comments from G8, Did the R2 have an
opportunity alzo? They responded in an email. Is that correct?
A.: But they weren’t right at the time. The recommendations that are in here do not address the Economy Act because we weren’t
familiar with it at the time. We only became familiar with it after “lcommented.
: Let me go back to the SEC model. That was in the basic report right? Not after the fact?
: Yeah,
: So they had already started to work with SEC?
: Uh-huh,
- Do you know if they ever got dei;very of that software?
: No.
1 You have a narmal process for issuing reports. Was there a reason why that process wasn’t followed for this report?
.. I don’t know why but it has been a bone of contention between me and BEEFEER S or 2 number of years. Net just this. I've got
four or five others in the pipeline not only does he pick and choose what he wants to issue but for those that he doesn’t issue he
doesn’t follow the GAO yellow book standards or AR 11-7.1 informed £ ° and the COS that J has a double standard
as far as work product in the office. He holds me and others for certain things yet he and & - pgeta free pass. Our workhpapers and
files are loaded with examples of this. As aresult he has caused a hostile work enwronment
Q. Was it unusual that the report was never issued as final?
A.: This particular one [ would say, *Yes.” Simply because he knew the ramifications of what the cutcome would be. And then in
addition to that, this is what we do. He has an obligation to bring that type of stuff forward. [ don’t think it was such an epregions
violation that to say you couldn’t fix it. Just fix it and move on. Take your lumps and move on. And that’s all we were trying to do.
And T kept pressing him on it and saying, “Hey, look bring it public and that will force the issue . That will force the Command to
act and fix it. It’s that simple. Or fund them directly, Pufthem in a box. Make them make a decision,
Q.: Arethere some other things that you think would be helpful to me about either why it wasn’t issued?
A Well, like | said, the problem never got fixed; a.  And to boot, internally we have a process. Our IR office operates under AR 11
-7, 11-7 has an entire process on documenting your work papers, cross-referencing; they also have a section for if you opt to not
issue a report. You document the file a certain way. This report is not issued because of XXX, And then you can close the file,
That was never done in this particular case or some of the.other ones [ have. But then in addition to that we’ve got like, [ want to
Jsay; almost a fiduciary responsibility. There’s a whole section devoted in 11.7 to if we uncover something illegal, or you suspect is
illegal, or fraud, we have a whole notification process that has to go through. And that was never followed. Had itbeen ... My
ultimate suggestion for this was to issue this report, and indicate that the violation vwas a command material weakness. it would then
have to go before the Commanding General. So if that simple process had been done, it would have fleshed itself out. 1t probably
Lwnu%d have heen fixed, But again, that never got done. Now some of the other things which I really don’t know about but there was
3 whole host of things and questions about the R2 office and a couple of those things were for instance whether it was ever
chartered correctly, Why was a contracting office working cut of the LRC?
Q.: Well T guess the office started out of the CERDEC.

it did. it started in CERDEC. Butyou know, why? We have a contracting office; a Command contracting office. Why do we
have this confracting cell? Now there were some questions abotit the competitiveness of the 8 contracts at the time; whether or not
it was a Full and Open competition. So there was some follow-up questions. There was also the reimbursabie aspect. The R2
office was paying for 30-40 something contracting officers In addition to af] of their own staff. They had these Functional Support
Agreements with both legal and the acguisition center tc fund . . . and that was the other thing . . . they never accounted for that
stuff, What they were doing essentially is augmenting CpCOM s budget. So CECOM didn’t have to seek funding for 40
|contracting officers and I think it was3 or 4 man-vears of legal. They would set up . . .they would cut in the beginning of the year
what they call a Functional Support Agreement and they would say, “OK we’re going to pay you.” and then they would move them
on over to the Confracting Center and the Legal Center. That’s part of the vielation, You can’t de that,
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8. STATEMENT (Continued)

Q. And they didn’t track that?

A. And they didn*t keep track of that either. So there were 2 bunch of problems. And itke 1 said .my disappointment was that |
wasn’t able to fix it in this partmuiar vase. And ] had the answer. That's what hurt yet for what again in my opinion were very selfish
reason for [T
Q.: You would think the G8 wouid be the hammer.

A.: Tdon’t know why. We brought it up to thern. We had conferences over there and kicked around a bunch of ideas. 1 think
‘genuinely tried to fix it but there wasn’t an sasy solution. People are busy and things go on and again it was over in our
court. 1 had often thought to go outside and raise it to the Chief of Staff. In fact 1 did. I raised this to the Chief of Staff in a memo '
with a whole bunch of other stuff in there. The other reports that% didn’t'issue, We had some other issues with the MWR
activities and money was missing. And then we had DOIM wireless devices and the 12WD issue. And all these things are still just
hang:ng there It’s funny because when 1 brought these ‘shzngs up to try arsd resolve them in the best interest of it was the right thing

was uphere and we had a discussion. 1 said, = e
somethlng good for the Command? Issue that R2 report. That's the enly illegal thmg tna we're aware of at this point that is going
" When it fell by the wayside I wrote the email to the Chief in July and the Chief said he would appomt sorreone to look at it

specxa] trip up here and agam I am having what ] consider a banner vear as far a3 auditing is concerned and I reafly was having a good
year we had just come back from making CHARCS down in Ft. Belvoir. We had a review for BG And we found z finding. .
it was $5, $6million in savinps. And it was real money — hard money that just needed to be de-obhgated. They couid reuse it
which was even more of an advantage. And they were looking for money at the time. And they had procured these parts that were
over and ahove the authorized limsit. They had 4000 they were allowed to and they bought 5000 so they had to reverse 000,
Anyway so like I said | was having a great year. Well then | wrote the email in July and in August made a special trip up
here. He gave me a 3.5 page disciplinary and performance wriie-up on how poor I was. And again, for th:s year | had been an
ouistanding, #1 all along and [ast year, twa years ago, 1 had §8 or $6M in savings. It's part of what we get rateéd on. We always go
by return-on-investment. . . . So this year it was a . . . so lef me just step back a bit. So 1 getthat 3.5 page write-up and I'm kind-of
shocked by it; pissed. '
(3.: This is your performance review for the year?
A No. No this is just samething separate that he came up on a specnal tnp to deliver to me in part for, what I think was, the email
that I wrote to the Chief, So then I said, “Alright I’m going to take this on the chin. I'm not even going to get too excited, I've got
my annual coming up at the end of October. Let’s play it cut and ses what happens.” So then be calls me and gives me my annual.
And ke says, “I have you rated as a *3° this year.” {in TAPES] And like I'sald, I've been 1 for like, you know, but not only that like
last year when I was 2 *1° and the year before | had $2M, §3M. This year, I had $i1M. And that on the surface . . . and not for
anything but if [ was anywhere else in the Army, in any other IR shop, just by virtueof that alome they kind of would look 2t that and |
say OK the guys in. And he says | rated you as a *3* and then he started going through all this stuff. I did not abide by AR 11-7 and
he has these different areas like notating, evidence of documentation, and 1 say, “The nerve of the guy. He's got4 or5ofmy
reports in the pipeline and he’s calling the kettle black.™ So anyway, | took the appraisal and signed it and then just recently last
weelk we are in a stafl meeting and B2 ! says there’s a 15-6 investigation going on about the R2 report. And 1'm like, *Oh My
God. | can’t believe this. There is a God.” And so anyway, | went back and was re-reading this 3.5 page write-up and the thing is
such & bogus pack of lies. And it’s so counter to how you know it’s like when L wrote to the Chief and said that | want somehody
else 1o Yook at it to make sure I'm not crazy. So anyway that’s where . ., 30 T wrote 1o the Chief and he said to get together with
WM@ And [ wrotc”“’% on Tumday and she’s out of the aff“ce uniil tomorrow, 1 got an “Out-of-office™ fram her so I'm
' gand 'm going to show her, because | printed a lot of this stuff out, I'm going to show her these comments

“What’s gomv on here?"  She's the G1. Since then FEAF B0t back to'me and said there is nothing she can do its between the
* and myself. What I did was I wrote {o actually and the Chief, COL g%ﬁmm;ﬁw e and I said if either of
you two are m the Monmouth ares, and want to come by, I'd like to show you and | said, if not, that’s ﬁne too cause | know you're
down there but if you have somebody up here that you trust and that's when the Chief said to get with. @;
together with her, She was out of the office  That’s the whole thing, I don’t have & personal beef with
is fix it. Let's fix the problem and move on. [ don’t care, You know, I make mistakes, I'm not perfect. ’5 ﬂx it and do the right
thing. Especially in light of the Command. 1 rmean the Command is exposed. | look at, we all ook at, 52 2 job is to protect
the Command. He knows about this and the buck stops with him. And why he chose not to do that? | don't know. 1s been 2
question in my mind too whether or not peopie above PEESNESY put the kabash on it. Whether he ran it by the Chief of Staff?

SD I"m going to get.
Als } want to do
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Whether he ran it by B8 2820227 | mean all these peop[e can't be blind to this,

Q.. Iwould think this would have come up in z staff meeting. You usually report on what reviews you are doing, 1 even think that
BB wauldn’t want to stop this. I think he would want to make sure it was fixed.

A, Absolutely, I would agree with you 100%. 1t's not that hard to fix. We have an internal called IRMS and we enter our time, |
hadto enter my time: So at the end of the R2 job, it’s a software program, we know what to charge out, what to bill out, for that
particilar job. It took us X man-hours or man-days. Some jobs tzke us a month and some take us 2 months. But at the end of every
day, if you do what you are supposed to do, you enter your time in IRMS, Periodically you'll forget a day and % or a guy down
Jthere will say, “Hey you forgot to enter your time for .” When you go in, you have a jobs listing and a job number. Our job _
numbers are report numbers. And you enter your time acoordingly and they roll all that up at the end of the year and that's how we
break out end account for our time throughout the year and what jobs we woark on,

Q.: Is there anybody else that I should talk with?

A. Did you talk to 2 ? [No Ididn't] Iknow ERE on a couple of occasions tried to get] - loissue the report. So
he inquired with Er""”Q'*””"*‘::xnfj [ know it wasn ’t just this report there was a few others, and I know he inquired about it. What would
happen was [ would get mad at us and he’d get reatly plssed off and eventually I just stopped asking about it. Because he
would get all angry. And then would ask and he’d be like, ‘B8 T know what ] gotta get dene.” type thing. And then like 1 said
it sort of died down for a little bit and then what happened was . . what 1 was waiting for they were in the process this year of re
-competing the R2 contracts. The other ane that was with this was expired. Anyway, so in July . . what happened was I had . . that’s
the last time, I think it was July or August that 1 gave, the last time . | they awarded the contracts in July 2010, The new contracts
for the R2, And | said, Y . before that | was on him to say that we should expose this before the next contract gets
awarded so it’s one fess headache that will have to be dealt with if it gets awarded, I think | brought it up to him when [ hear about
the protest. And it didn’t work. And then again when he made that special trip up here he gave me that 3.5 page memo the following
day we were in the back room with [[ff] and talking about PCSing and all this other stuff down at APG. And things had cooled down
by then and we were talking about a lot of stuff and the R2 thing came up. Not in a bad wey but it came up somehow we got on that
subject and I gave him one fast chance, [ said, ‘8EF you know they just awarded that new contract,” We have’s an opportunity. If
you really want to do sornething good, and then he and i got at it and he said he not ever issuing that report. And that was the
other thing. In July when I wrote that emaii to the Chief, what I had done was I had looked at some of . . [EESSB | don’tknow what
happened, In July, somethmg happcned from 2 performancs perspective and he al lofa sudden started torching [

email for example I is a grammatic whiz, He was Cathohc schooi, Philadelphia, nuns all that stuff. And%@% he
wrote me an emal! and was dead-serious about it. He says, “Bie | 1 have to ask you a question. Do you know the difference
between were and we're?' He accused me of purposely doing that tc antagonize him. I'm like I had na idea. I really didn’t. 1didn’t
even know what he was talking about. And so I'm just saying that’s how . . and then he wouldn’t give us . .he started to torch up our
work papers. That had never been done before. Now all of a sudden we got all this red glaring out at us . failed to put 2 DSN
number. You know if you didn’t inctude a DSN number from an interview . .get out of here. Any way he started coming down on pur
stuff and so | started looking at his and some of&mz% stuff. And boy, that just set him off. None of his stuff is documented. My
stuff, it has to be to the tee. There’s none of his in any of those files and that’s what I am going to show Patty, Again, back to 11-7
you have a process of supervisory review, and he is supposed to sign off on 2li work papers, cross-reference everything. None of
that for him. ScJ was acousing him of having a double standard. You're telling us to de it but you guys aren’t doing it yourself.
And not only that, you're coming down on us for it. And so, he didn’t like that so he said, W T don’t want to be looking. 1don’ t
want o be asking anybody I don't want to be talking about any otherjob other than the job you are working on:® And said, “Fine.”
And so he put me on essentially 2 pag order. And I was saying to myself, “How is this going to work? [ can’t work like this.” So
then what happened was . . 50 after that he . .when | had my appraisal wtth him, my appraisal discussion, I waited and I never said a
word and then § had my appraisal discussion in November 2010 (my rating period ends Oct 31). So I'm having my discussion about
my performance and he fefls me he rated me out as & “3”. And I said, “BEFEEE" we got into it a little bit, 1 said, “This is bull-crap.
This is because I spoke out against you.” You know I talked about the reports that he didn’t issue. And I felt he was retaiiating
against me for teliing the Chief on him. And he says, right away he got his back up, “That’s not true. This is your performance.
Léck you don't document this stuff.” And he goes over the examples of the subjective things that he picked cut. He picked my
performance apart. He was picking on me. And so anyway [ said, “Well you know that’s not true. | had $11M in savings. 1 said that
in itseif . . .1 says you talk about return cn investment. 1 was doing DoD 1G which he claims is GS-13 work and I'm a 12. 1says,
“What about all the DoD I1G stuff as a Haison officer? He says, “Oh, | gave you credit for that. That was part of the overal] 3. He
goes, “You were iower on some of the other ones, other performance standards but 1 gave you a higher credit because you were
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doing the DoD 1G.* He has rated me for the past 3 years as a minimum. So I said, “This isn’t fair.”] said, *Anyway, I’Hl sign i.” And
that's when [ wrote the Chiefl So we had this discussion, right? This is my performance appraisal and I figured this is the proper
forum to discuss my performance, That wes e Friday. The following Moenday, early in the morning, it was ke 8:00 in the morning
I get an email from him. And he says, ‘BEEER last Friday we were in your annual performance discussion. Yow broughs up
subjects that | told you never to bring up again. You are in viclation of my directive 1¢ you and there will be formal discipliinary
action taken against you for bringing up those issues. [ sald, “What?” [ called the guy right up and sald, “Are you out of your mind?
; this was my . . . we were talking about my performance. The only reason I brought these issues up I wasn’t rehashing the
old issues. T was brmgmg them up in the context of that’s why he rated me the way he rated me. And so he’s like, “It"s & viclation of
my directive to you. I've consuited with G1 and Legal.” He's telling-me he's gotten legal advice and authority from G1. And [ was
like, “What are you out of your mind?” Oh, 50 at the very end, this is what really got me, 50 we are discussing this, He's telling me
and explaining and showing me all these mistakes and then he says, “Oh by the way your performance award this year isn’t going to
be as high as i was fast year. [ was like, “What?] was like, “Alright”. ['hung up the phone and I was like, “This guy is out ofhis
“tmind. I’m getting a performance award after he tells me how poor my performance was and rating me out at a *3". What gives? So
1 don’t know I just I didn’t get it. And that’s what | told the Chief like I said. I don’t have a problem with him and I can handie
mysetf, I'm a bigboy. My interest is only to do what is in the best interest of the Command. Get o with Commard stuff. ‘We can
leave our personalities at the door. But if we have to work togather, let’s work together and be amicable and be professional.
Q.: But even though now the Chief is aware of it now but it sounds like he has gone the G1 route for your personal and
toerformance jssues. There’s no mention of Gee I'd like to see that report or let’s surface this now. '
A.: No but what 1 fee! the defense could be is that it is in the context of the whole probably two page memo of things that I surfaced
and this being just one of them on the report section. That one issue I mention I think that there were 5 or 6 reports and this was one
of them that was only a paragraph. ' '
Q. You haven’t had a chance to talk with him.
A No it was just the email. And I sentitto ¢ too. I thought the two of them would have been ali over it. I mean if [
were in their position, | would have said let me just see if this guy knows what he’s talking about.
Q So 1 should talk with: L7

: Fhink would probably be it. 1 mean he was in there, His recollection may be a little fuzzy at this point in time toc. [
d{m tknow. I was the fead on this. Not for anything, but this one stuck out to me as well. Only because of the exposure to the
Command. .
Q.: Through my research I've learned that when MIPRS are issued they are supposed to have notations on them that signify they are
Economy Act orders. Did you find that on the R2 docaments? .
A.: Yes, They were all starnped as Economy Act.
€3.: Does the sender or the recipient stamp the MIPR? ) ‘
A.: 'The sender stamps it that it’s in compliance with the Economy Act and then what happens is the receiver has to stamp it
accepting it. S0 there’s a submission and a receipt. The receipt being the photocopy of the stamped acceptance of the MIPR. It7s 2
two-sided coin. So this way you know they received it and acknowledges that.
Q.. Is there anything else I need to know? '
A.: Tthink that is pretty much it. But] think the bortom line is that if S nd 2 had just done their jobs none of this would .
{be happening today and the R2 office would probably be in comphance with the Economy Act.
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1, SBiEE R o R BRI . HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT

WHICH BEGINS ON PAGE 1, AND ENDS ON PAGE 7 . 1 FULLY UNDERSTAND THE GONTENTS OF THE ENTIRE STATEMENT MADE
BY ME. THE STATEMENT IS TRUE. | HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE

CONTAINING THE STATEMENT. | HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE OF BENEFIT OR REWARD, WITHCUT
THREAT OF PUNISHMENT, AND WITHOUT COERCION, UNLAWFUL IN?LUENgF L1l

piel

DUIGEMENT

3]

(Signature of ﬂrson Making Statement}

WITNESSES: Subscribed and sworn to before me, a person authorized by lawto

administer oaths, this day of

at

CRGANIZATION OR ADDRESS

(Signature of Person Administering Oath)

{Typed Name of Person Administering Oath).

CRGANIZATION OR ADDRESS

{(Authority To Administer Oaths)
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SWORN STATEMENT
For use of this form, see AR 130-43; the proponent agency is PMG,

PRIVACY ACT STATEMENT

‘ AUTHORITY: Title 1'0, USC Section 301; Title 5, USC Section 2851; E.C. 9397 Sccial Security Number (SSNJ.,

PRINCIPAL FURPOSE:  To document potenfial oriminal aclivity invalving the U.S. Ammy, and to allow Army officials to maintain discipline,
law and order through investigation of compiaints and incidentis.

ROUTINE USES: Information provided may be further disciosed to federal, stete, local, and foreign government law anforcement
agencies, proseculors, courts, child protective services, victims, withesses, the Depanment of Veterans Affzirs, and
the Office of Personnel Management. information provided may be used for determinations regarding judicial or
nen-judicial punishiment, other administrative disciplinary actions, secunty clearances, recruilment, ratention,
placement; and other personnal ations,

DISCLOSURE: Disclosure of your 88N and other information is voluntary.

1. LOCATION 2. DATE  (YYYYMMDD) 3. TiE 4, FILE NUMBER

Fort Monmouth, New Jersey 2011/05/25

i, LAST NAME, FIRET NAME, MIDDLE NAME 6. SSN 7. BGRADE/STATUS
, G8-12

B, CRGANIZATION OR ADDRESS
CECOM LCMC, Bidg 826, Fori Monmouth, NI 07703

8, WANT TO MAKE THE FOLLOWING STATEMENT UNDER OATH:

1 would like to add the following information to my witness statement on the R2 Project Office provided on fanuary 19, 2011 The
rezson this information is being added is because [ learned it after | provided my original statement and now. | feel it is very
important o the overali investigation and would [ike it to be included.

In May of 2008 The Army Audit Agency sent CECOM a reguest for an Entrance Conference for the Audit of Flat Fees for
Contracting a requested Audit by the Under Secretary of the Army.. The Final report went public under AAA report number A-2009
-0047-ALC on 23 February 2009. AAA had identified the R2 Project Office a5 an audit candidate and was scheduled to come fo
CECOM and conduct their fieldwork. At the time we were in the process of doing our Intemal Review of the R2 Project Office.

] A1 that time JEEESEE sent AMC IR and AAA a request and persuading them to not look at R2 Project Office that they accepted, and
4retied upon the comments §

! provided to include in their report to justify AAA nat looking et the R2 fees. He informed
them that our IR shop had 1t under confrol and that everything was fine in R2 ~ that they were returning monies to their customers
gte, (the comments he provided were inaccurate and misizading) received a copy of the draft report from AAA In
September 2008 soliciting comments on the accuracy of the draft report. This is clearly after we knew that R2 was aperating -
illegally and in violation of the économy act as outlined in the luly 2008 opinien we réceived from G8. 1 assume 2} Pididn't
provide any comments to the draft report because the i inageuracies he initialed provided to AAA were in the finat public report So
there is e-pail from 28 persuading AAA to not review R2 fees and providing false or misleading information to AAA about
the R2 operations. ‘Then there is e-mail to ZIEEEW via AAA draft report soliciting comments as to the accuracy of the R2
‘operations. Then you have a final AAA public report in print clearly inaccurate as to the RZ operations. This is very disturbing?
NOTHING ELSE FOLLOWS :
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AFFIDAVIT

| BER i - | HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT
WHICH BEG!NS ON PAGE 1, AND ENDS ONPAGE 2 | | FULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE
BY ME. THE STATEMENT IS TRUE. | HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE
CONTAINING THE STATEMENT. { HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE OF BENEFIT OR REWARD, WITHOUT
THREAT OF PUNISHMENT, AND WITHOUT GOERCION, UNLAWFUL INFLEER ;

i X £y po e e o
(Signaturg of Person Making Statement)

WITNESSES: Subsgribed and sworn to before me, a person authorized by law 'to
administer caths, this day of ,
at
ORGANIZATION OR ADDRESS (Signature of Person Administering Cath)

(Typed Name of Person Administering Oath}
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SWORN STATEMENT
For use of this form, see AR 190-45; the proponent agency is PMG.

‘ PRIVACY ACT STATEMENT

AUTHORITY: Titte 10, USC Section 301; Title 5, USC Section 2851; £.0. 9397 Socfal Security Number (SSN).

PRINCIPAL PURPOSE: To document potential criminal activity involving the U.S. Army, and to allow Army officials to maintain discipline,
law and grder through investigation of somglaints and incidents., :

ROUTINE USES: information provided may be further disclosed o federal, state, local, and foreign government law enforcement
agencies, prosecutors, ceurts, child protective services, victims, witnesses, the Deparimant of Veterans Affairs, and
the Office of Personnel Management. information provided may be used for determinations regarding judiciat or
nan-judicial punishment, other administrative discipiinary actions, security clearances, recruitment, retention,
plagement, and other personne! actions.

DISCLOSURE: Distiosure of your SSN and otner information is voluntary.

1. LOCATION 2. DATE (YYYYMMDD) 3. TIME 4. FILE NUMBER

Fort Monmouth, NJ 2011/01/19

5. LAST NAME, FIRST NAME, MiXDLE NAME 6. SN 7. GRADE/STATUS
GS5-11

8. ORGANIZATION OR ADDRESS
CECOM, LCMC, Bldg 826, Fort Monmouth, NJ

, WANT TO MAKE THE FOLLOWING STATEMENT UNDER OATH:

: “You were an investigator or evaluator of how the R2 office set reimbursable rates. Correct?

: Yes.

: Tell me about your office’s look at the R2 Project Office’s Reimbursibie Rate process in the 2007-08 time frame?

1 G8 asked us to look at how R2 reimbursable mtes are established. i was our (38 POC for reimbursable
operations. |17 7 (R2 Director) and fi 7 71 R2 Deputy Director) were our POC’s inside R2. When we started
looking into the process it became clear early on that R2 was using a reimbursable method that was outside of the G approved
method, The R2 method employed a Percentage of contract obligations as its means of charging a fee for the services it provided
to its custerners. This was not in accordance with the process established by G8. We requested to see all of the income and
expense records of the R2 operation so that we could determine for a defined period how much fee they received and how much
cost they incurred. We determined that R2 carried over approximately $8M in fee money from the prior year. We sought G8°s
and legal’s advice to determine how much carryover was allowed. It was this questioning that brought us to the Economy Act and
the differing interpretations of it, R2 had a legal opinion stating they could continue operating the way they were, G disagreed.
We developed a reimbursement method and presented it to G8 and R2 that would eliminate the carryover situation. We thought
estimating costs were Ok and then making quarterly adjustments to the customer fee based on income and expense records in the
aggregate would solve the problem. We asked G8 if that would work and G8 said, “No”. R2 needs to reconcile each customers fee
pavment againstthe expenses associated with the work performed for that customer. R2 felt this was way too cumbersome given
the volume of business that they engaged in. R2 commissioned an SEC contractor to develop a pricing model. This was a different
solution to the carryover and reconciliation issue and it was ongoing prior to our involvement, Given G8’s position on the solution
we developed, R2, G8, and us alt hoped that the model would help. The last we heard the model was going to be used at some point
in the firture but [ do not know what became of that solution. An IPT was formed by G8 to continue looking at the problem and we
participated in that IPT for a few months but eventually I moved on to the next audit and lost sight of the R2 situation. I did
participate in crafting our report and was aware of the fact that it never was officially issued,

Q.: Who sets the objectives for the review?

A.: The objectives of the review are set by the custorner, that is to say whoever comes to us and requests the review. In this case it
was (38 who asked us to lock at the reimbursable rate process used by the R2 project office.

(Q.: What’s the normal process when issuing a report?

A..: The normal process for issuing a report is that we issue a report, good bad or indifferent. We do our work, we document if, and
we write a report which can be a formal narrative or siroply briefing charts. In general we come up with findings relative 1o the
objective and make recommendations ‘as we see fit. The entities involved are gwen an opportunity to comment on our {indings and
recormmendations and either concur or nOR-CONCUE,

Q.: Isee the G8 provided cormments. Did the Ixrector, LRC also comment on the report?

A.: Yes; R2 concurred with our recommendation of recorciling accounts on a quarterly basis.
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.: Did the Bconomy Act come up before the G8 commented?

A.: Yes, the Economy Act came up early on in the review. The nnance of how the act is to be apphed and nsed in the R2

circmmstance was a subject of debate for some time during the course of the review. 'We found that CECOM Legal 1ssu&d an

opinion that R2 was using to justify its fee structure, however G8 did not apree with this mterpretaﬂon.

Q.: Is it unusoal that you have a draft report and not issue a final report?

A.: Yes, I found it unusual piven the circumstances. . The entity under review was collecting a significantly greater amount of

money than it needed to operate. (38, the proponent for reimbursable operations, agreed that the entity needed fo develop & solution

to reconcile its incorme to expense. Additionally, Army Audit had recently issued a report on this very same subject and opined that

the use of percentage fees was not an appropriate way to conduct business. Our office informed Army Audit that we were evaluating

R2 and that it was not necessary for that to come in and mdo the same thing so yes, I belicved we should have issued a report, we

were oblgated to tell the story and have the situation rectified. To me personally, it was frustrating in the sense that vou do work;

vou should 1ssue the report. That ray be a side issue. You know it’s like whatever the outcome is, put it out there. So it didn’t get

issued, Were there others? Probably there were others. And maybe there are reasons but the AR 117 says if you iitiate a job,

you need to conclude it some fashion, in this case it seemed appropriate to me to 1ssue a report and let the chips fall where they

may.

(.; Is there anything else you think I should know?

A.: No, I was debating what I'm supposed to do over here. I think I covered everything. In the end we did the work and tned to solve.

the probiem. We're not a big shop. It's six people. s new o relatively new as the director. I worked under 227

‘ prior. There was a little leeway in between when Command didn’t want to hire a new director so the IR sbo;:u was

somewhat rudderless. The Command it seemed was waiting {0 make a decision on IK and likely had much b;gger 18sues to contend

ith si departure was right after the BRAC dcmsmn in 2006. Between 06 and 08
: as selected in 2008, The whole split base ops added

went down in 2009, They are the two sentor members of the office. We

went o Maryiand and the lines of commumnication have been strained as a

resnlt. One can read e-mail and say, “What's fhat all about?” You don’t have the same confidence in what is being communicated as

you would by walking down the hall and saying, “What're you talking about?” Things get mis-read, I’s been a difficunlt couple of

years inside IR, we seemed to have lost our focus because of split based ops and the struggle to impose a new order. Y

believe we did the right thing, we dug deep into this issue and exposed things perhaps people did not want to address. It is my

ymderstanding that we are the honest brokers in this business, it’s our job to collect the facts and report them, regardiess.

(3.; What about at staff meetings? Do you go over the status of different audits or reviews? Is there a board with audits listed on it

and this one is still up there three years later?

A.: No there is pot a board per se. Tknow RIS has checked on the status E#2E is senior to me and together he and 1

conducted all of the work on this job. We both fzlt this was an important issge.

Q.: Would you say that the issue was raised to the right peopie even though the report wasn’t issued? FESS seemed to know

about it. The RZ people seemed to know about it. Did it go beyond that where it would have made a difference?

A.r Yes, our work was briefed tofl/ » the LRC director who is responsible for R2. I wasn’t involved in the out brief.

Tiuring the course of our review G8, Lepal, and RZ were all aware of the findings, All of thege entities were still looking for a

solution at the conclusion of our work. Perhaps folks were taking a wait and see approach in the hopes that the SEC pricing model

would deliver a product that could be used to saiisfy the requirements of the Economy Act. I sat in numerous meetings and all of

the folks who needed to be aware of this situation were present at one time or another. -

Q.: Soif's not like you tried fo keep it a secret. The fact that you formed the ITP. That the [PT was formed. The fact that

sernebody was trying to address it the issue,

A.: Right, they were trying to address it [ think all the right people were aware of it. It just dropped off of our radar screen™S | Y
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AFFIDAVIT )
L, S i , HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT
WHICH BEGINS ON PAGE 1, AND ENDS ONPAGE 2 . | FULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE
BY ME. THE STATEMENT IS TRUE, | HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE
CONTAINING THE STATEMENT, | HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE GF BENEFIT OR REWARD, WITHOUT
THREAT OF PUNISHMENT, AND WITHOUT COERGION, UNLAWFUL INFLUER SOLT R oy

(Signature of Person Makmgé&iement)
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SWORN STATEMENT
For use of this form, see AR 180-45; the proponant agency is PHG.

PRIVACY ACT STATEMENT
AUTHORITY: Title 10, USC Section 301; Title 5. USC Section 2951; £.0. 9397 Sccial Security Number (SSN).

PRINCIPAL PURPOSE: To document patential criminal activily involving the U.S. Army, and to allow Army officials 1o maintain discipline,
law and ardar through invesligation of complaints and incidents.

ROUTINE USES; tnformation provided may be further disclosed 1o federal, state, Iocal, and foreign government taw enforcement
agencies, prosecutors, courls, child protective services, victims, witnesses, the Depariment of Vaterans Affairs, and
the Office of Personnel Management. Information provided may be used for determinations regarding judisiat or
non-judicial punishment, other adminjstrative disciplinary actions, security clearances, recruifment, retention,

placement, and other personnet actions.

DISCLOSURE; Disclosure of your SSN and other information is voluntary.
1. LOCATION 2. DATE  (YYYYMMDD; 3. TiME 4. FILE NUMBER
Aberdecn Proving Ground, MD 2011/01713
5. LAST NAME, FIRST NAME, 8IDDLE NAME 8. 88N 7. GRADE/STATUS
CECOM IRAC Office Director e
Gs-14
8. ORGANIZATION OR ADDRESS
CRECOM, Internal Review Office, Bidg 6001, Aberdeen Proving Ground, MD
CECOM IRAC Office Director )
5 : ,WANT TO MAKE THE FOLLOWING ETATEMENT UNDER OATH:

Q.1 What is your current position within CECOM and how long have you held that position?

A Tam the Director of the CECOM Internal Review Office and have been since April of 2007,

Q. Tell me about your office’s look at the R2 Project Office’s Reimbursable Rate process in the 2007-08 time frame?

A.; Directis LRC Retired Dyjrector of the LRC had asked G8 to take a Took at the R2 Office and how they set their reimbursable rates.
Before proceeding there were distissions between G8 and IR and George Chant (Chief of G8) thought the review would be better
suited in the IR Office and tumed it over to u§. Direcir LRC Retieed  {hen came forward with an official request to have my office look at
how the R2 Office set its reimbursable rates. The R2 Office is like a contract administration office. At the time they had eight
service contracts in place good for a period of five years, if someone comes to R2 and requests these contractual services and or
equipment, they had the ability to award contracts within 21 days. The Contracting Officers and Specialists working for the R2
office were frony what is now the CECOM Contracting Center. Their labor is totally reimbursable and they were dedicated 1o R2
full time.

Q.: Who sets the objectives for the review?

A A comtbination ofDirectir LRC Reviredand George Chant set the objectives for this review.

(3.: What's the normal process when isguing a report?

A.r We get the obiective of the review from the requestor of the review. We talk to all the folks we need to gather all the facts, In
this case we spoke with people in the R2 and (8 offices. Some people in G-8 were satishied with the way they were charping and
others weren’t too comfortable, That was one conflict. Sccond, later on we talked with George Chant’s ((G8) folks and they said it
was atright for B2 to estimate how much to charge & customer in the beginning but you still have to caleuiste how much it cost vou
to do the work for this contract to put it together and then go back and reconcile with the customer, Let’s sav you say gaveus
$10K but it only cost us $3K, now we owe you $5K back or if it cost us $12K then we would have to go back to the customer for
$2K more. One, they weren’t deing that. And that’s where the problem was. If you don’t do that then if is a violation of the
Ecomomy Act.

2.: 1 cuess that showed up in the draft report in the G8 comments?

AL After we issued the draft report, we put together an In-Process Team (IPT) with R2, G8 and IR personnel trying to figure out
what's g good way of coming up with & result on how 6 correctit. In one of the meetings T recall George had talked about that and
going back to catculate how much time devoted each quaster and the comments that came back from the R2 Director, Sandy Rogan,
was that she had over 3000 JOANs. Sandy stated “T"m going to need 3 people to manage and make sure everybody records their
time properly and charges to the right JOAN and need 3 people headed by 2 GS-147 and George rolled his eyes and 1 rolled my
eves. All you need is a real good thue keeping system. Tdon’t think ATAAPS can handle that but I"m sure there is some kind of
software out there on the open market that records time keeping. We have something in our office in Infernal Review catled IRMS
{(internal Review Management System). We have to keep track of all our time that is charged to & particalar review. How much is
charged to indirect portions which include training, leave, and admin duties. Every six months our time gots rofled up and
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8. BTATEMENT (Confinued)

reperted to AMC, DA and all the way up to Congress. Reason for that is that 78 Semi-annual 1G Act. So we know how long it
takes to do the review. All they need is something similar. They could put 3000 JOANs iato the systern and the people that work
on them they're not going to be working on all 3000 JOANs every day. Anywhere from 4-8 T would gather and apply their time.
.: 1see from the report that there was some systermn or a SEC software development action is that what they were trying to do?
AL SEC was trying to develop 2 program for them where they could do that staff. [They could have bought yours.} We
recommended that they discontize that becanse we felt that | | then from even the [PT when we did the review we felt that
charging & flat fee of 0.5%, to us, was good. A fee was easy. Just apply that against the potential amount but a5 we found out later
{38 disagreed agree with us and they're the proponent for any financial regulation. They said no vou have to account for your time
otherwise you are sugmenting . . . one activity is overpaying snd another activity is underpaying augmenting the oue that is
underpaying and getting info that finascial problem. 3o since they had o go back and account for their time and they concluded that
whiat SEC is doing is probably 2 good thing becanse that would help them track their costs.

(. Out of Curtosity the software that vour office uses - was that given to you by AMCY Was it directed that you buy #7

A Tt was actuaily developed by the National Guard Internal Review Office to be used by all IR offices within DA,

Q. 1 puess GFERS is suppoesed to fix all this when we get it

A T guess | haven’t really read up on GFEBRS yer. But 1 know it was distributed throughout the IR community. They are looking to
20 to & web-based system.

LA description of IRMS ensues .. . ]

Q.: ['want to ask about the In-Process Team that had after the draft report came out. How often did the team get together?

A.: I think we got together 2-3 imes. | remeraber one situation where George Chant told one of his staffers to do some research
on if anyone else was charging a flat fee. We were waiting for a response from the individuzl. One week goes by, two weeks goes
by, three weeks, four weeks. | finally sent George an email. We have audit coordinators in every activity so I sent our (George
Chant's} coardinator an email that we haven’t received a response fron: the individual. Can you find cut what’s going on? He
contacts the individual and he says George never gave him any instroctions. My coordinator was Ed Stensjo and he was af that
meeting, Bd says to the individual “1 sat next to Dominic and Dominic sat next to George and you (the individual) sat next to
Gieorge on the other side and we remeinber George telling you directly to do that.™ The mdividual says, “Oh, no, be didn’t do that.”
e must have been in outer space and we never got a response. After that [ said I've had enough and I'm just going to leave it up 1o
G2 and LRE, Tn the 1PT we had Sandy Rogan, Joanne Frank and Debbie Tiggs from the R2 Office; from (G8 we had George Chant,
Td Stensjo, John Waldron and Tom I)’ Aprile (who was the individual I was talking about) and maybe one other person. And then
frora my office T had my stalf - Mike Nielsen, Dan Kelsey, Rich Albietz and myself. Se we had a big group and we were thore more
from an advisory because it was our report. But it was up to G8 and LRC 10 solve this.

Q.: Nommally vou go out for Comimand comment I see that 8 gave you those comments where the Eonomy Act stuff surfaced.
Did the LRC or R2 office alse provide comment or did you just go right imto the IPT?

A Yes and No. Yes we got comments from R2. They concurred with our recommendations. And then I went back to the andit
coordinator and the person that responded was Brenda Haase. And I said, thanks for your comments but the recommendations are
really for Dave Sharman. [ veally need his signature on the response. [ don’t think I ever got that. Because of the IPT, I never
issued a “formal” final report, However, I did issue an informal final report back: fpDirectir LRC Retredin an email dated 22 Ang 2008,

I dom’t beljeveDirestis LRC Retired{ iead my answer (1 had refterated what George Chant had provided me with his response to our
recommendations).  But at Jeast P RCRA Lyaw what his R2 Office had to do 1o be in compliance with the Economy Act.

Q.: Is that because it felt by the wayside and you were waiting for that additional research?

A Yeah it was kind of old and if you look at our tepért evervihing looks goed to us. Because GB says I disagree with you; they’re
violating the Economy Act. As auditors § can’t overrule G8 because they are the proponent of the financial regulations. Tn my
personal upinion, | don’t think we did a complete job. Hven though we did check with G§ we should have checked with Mr. Chant to
get his viewpoint ont whether or not this was a problem. Talking 1o the staff folks they agree, they disagree. That's fine bul George
is the OR and we should have made an appointment fo go see him with our findings before we issued 2 draft report, That would have
saved some of this. But that’s in hind sight. By the time that got done it was 6-§ months down the road and my personal feeling is
T’m not going te issue a report 6-8 months down the road. Tmay get criticized. Why'd you wait so long ané then not only that we'd
have to chiange the report,

().: How de vou incorporate comuments info a report? :

A.: What we normally do is we issue 2 draft and ask for comments. Once we get the comments we put the recommendations and
(he comments in the final report. This way when they get the final they’Il see here’s our recommendation, here’s what they stated,
here’s the respomse fo the recommendations and we may even throw in a paragraph called IR comments that will say whether
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8. STATEMENT (Continued)

we're OK with the response or if they answered it but didn’t really answer it we may say “May not answer the guestion totally but
we are ok with the response.” Things like that we may put in there. If there is a real big issue then we iry to raise it up to the Chief
or CG. Here we have a difference of opinion with G8 and LRC.

Q. Did the draft report come up in staff moetings? Did it get past and yourseif apgl e LRC Retired s

AL Because it was Dresir IRCRetired gy acked for the review normally what we do if the review was requested by a seaior manager,
when the report s finsuveq, ever though in this case it wasn’t, the results stay with that senior manager. [ really don™t send it up o
the Chief or CG. Only if the review is self-initiated {by me or my office) does it go to the CG or i it i an installation-wide review
with AMC or DA, That would sometimes require a response from the CG. Then he would get s copy of the report. Now as we
move down to APG that i3 on. oy Hst to try to get more reports issued and to send review results to the Chief of Staff for his review
50 he s aware of it, We do have one that shouldn’t be a problem as the activity bas responded to the recommendations and [ know
that they are frying o coordinate the response and ['know what they are going to come back with, [ am waiting for the response to
come back. It does involve two SESs and G8 so to trump the SESs I"ve got to go to the CG. It involves Internal Controls and the
anmual Statement of Assurance that is typically signed in March or February., One of the recommendations that I want to identify
deals with ULOs. [ think there is a problem. [Which is obviously related to this,] Exectly.

(3.: [3¢ vou have any other information vou believe may be relevant to the investigation?

Al At this poing, no. Pve scanned work papers and the report trying to refresh my memory because it was two years ago. This was
on my back bumer, [ was going to report it to the GB to say that we never did get any resolution to this. *° ~ 7 "1 {new G§
replacing ” ~ %) did bring it up in a conversation T had with her last November. [ was able to speak with her for about an
hour after a meeting on ail kinds of things. R2 came up in our conversation and it came up in my staff and I'm going back to Liz
since it hasn’t been resolved maybe it should be identified and reported especially as a violation of the Boononiy Act. 1 had a staff
meeting on Tuesday and told them I was being called for this 15-6 interview. Initially T thought [ was being called i the assistance
mode Tather than the interview mode. I"ve worked on four AR 15-6 cases always assisting the Investigating Officer. I've never been
interviewed before. 1 told my staff, , vand T 77 “rte expect a phone call from vou. They did fhie review.
and were the ones that actually did the field work. was involved but to a smaller extent. He was
the Team Leader for a time and | was the Team Leader and Director for part of the time.

0. So you spoke with and this is on her radar screen as something she needs to address?

A.: Yeah [ think she was trying to address that. 'm not sure from what capacity and I don’t know when the allegations carue
forward. | know it takes time fo appoint an IO it may have been from that I'm not sure.

). So other than your audit team is there anybody else I should talk with. T had planned on starting with but he has
been out due to a death in the family. .

A.: Brom my staff that’s it. There are the folks on the In-Process Team as | mentioned. I'll go back and see if I identified
evervbady at fiiat mesting with R2 and G8. [ think | got most of then: if not all of them.

£).: Were there minuies from that meeting/those meetings? _

A 'l check Tdo have one email dated around § Apr 2009 from G8 that stated the IPT was being disbanded because the R2
Office staff admitted they would be using the SEC model to come up with actueal costs per customer,

Q.: Would you please go back and look to see if there were minutes?

A I wifl look, We may not have minutes per s¢ but we do iry to have an MFR of the meeting. We did our job as far as frying to
idemify it. 1£G8 says they violated the Economy Act then that is something that should have been discussed with Dave Sharman.
You have the IR report even though it was a draft said you could charge a flat fee in the beginning but still have to reconcile at fhe
end. A lot of resistance from R2. Fust do it. Why are you complaining? Just do it. They have 60 people over there already. 40 at
the time. | think they have 60 now or 65, Just do it They were fighting tooth and nail. Now of course is gone from
R2. is gone from R2. I think is still there. The top two folks are gone. [ know part of the 10 process 1s {0
talk to them but they are under no commitment fo talk to you, [Iwas wondering about that. Thave to track them down first.] Track
thern down? They are still around. are both working for the VA. So they are not far from Ft. Monmouth. Thal's
where everybody is, VA, If they are not at APG they are at the VA, The draft report we got the responses from G8. There was the
issue of the lconomy act and that’s why we had the Process Action team or future discussions that resulted from our draft report.
After a while you get tired of trying to get an answer and finalizing ft. And ifit gets too old . .. 1 hate issuing a report when it gets
to0 old just for the sake of issuing a report. I'll issue a final report, put in the work papers and say “It"s there”. I have other more
important areas to go into, )

()0 Did you say that from the R2 office responded 1o the draft report. A She sent an email to me and my staff that
she concurred with the recommendations. She was a long time audit coordinator with the Acquisition Center.

INITIALS OF PERSON MAKING STATEMENT .
PAGE 3 OF 5 PAGES

DA FORM 2883, NOV 2006 APD PE vi.O1ES



UBE THIS PAGE IF HEEDED. \F THIS PAGE 18 NOT NEEDED, PLEASE PROCEED TO FINAL PAGE OF THIS FORM.

CECOM IRAC Office Director
STATEMENT OF Ctaken AT APG, MD oaTER 2011/01/13

8. STATEMENT (Continued)

A 1know the entire R2 office is reimbursable. One of our recommiendations at the IPT meeting was because of the problems of
charging of a flat fee and you can’t really charge an indirect overhead rate that you would normally come up with in 2 FSA for a
matrix erployee because it really doesn’t . ., It%s really mixing apples and oranges basicelly. Tie the fee 1o the cost of the
contruct. The recomnmendation we had was that if this is such a problem why didn’t G& or R2 go back to AMC and ask for 60 drect
~funded slots. Then they would get paid by a HQ Management account. That was unlikely to happen. Or ask for an additional 0
OMA slots. The R2 office was supposed to be entirely reimbursable. And that’s why they were collecting & fee. As far as if the
Contracting Officers were doing work for R2 and CECOM, T don’t know. R2 could answer that question, [ think our presumption
was that they were dedicated to R2. And if there arc 8 contractors and § contracts and 3000 JOANs which probably means 3000
customers coming t with all kinds of requirements that means and the KO constantly looking at this stuff and processing all this
within a 20 day window as they advertised, [ think they were dedicated to R2. T don’t fhink they were splitting time. The concern 1
have from an auditor perspective is as long as they were identified as reimbursable in the TDA. The TDA will show whether they
were direct, indirect or Teimbursakde. We have in the special staff otfices we have a reimbursable person bui they are paid out of
AWCF. The agreement s the management of AWCF generates some overhead stots. What you are able 10 do is give a pay siot to
special staffs. 1 luve one, 1G has one and BEO has one. We get money from LRC to pay salary, benefits, awards and training for in
my case a (33-12. In the munpower reports we identify how many people cach office has and whether they are direct or
reimbursable. Whether that person is in a truly reimbursable slot we never checked any of fhat.

(. So [would be able 1o go back and ask them for their manpower or TDA back to that time?

A 1 think they ave required to kezp those recerds for 2-6 years. Whather the system keeps that or rot, I don’t know, Being the
Budget Officer for IR, [ get the CAM (Consolidated Activity Manpower) report that shows your 4 different breakdowns, One is
your reshape TDA, curreat on-board, actual on-board and several different categories. Back ihen the Coutracting Center was part of
CECOM. If there is a time period you can let me know. [ have some old files so T can look and sec if | have anything, When we
were looking at RZ they had 40-4% people and were looking to expand to 60 because of the extra work they were getting in. R2 was
originally initiated out of CERDEC, Then in 2003, transferred it to the LRC. My personal feelings are if shouldn’t be
in the LRC. It should be in the Acquisition Center becanse it is a contract administration office. 111t is contracts lst the
Contracting Center deal with it. If it is Logistics, let the LRC deal with it. It shouldn’t be encroaching upon acquisition. That’s an

issue between , and I've mentioned it to .. D2l Bt would be nice to get those
slots without paying for them. They are doing a great job and getting coniractual actions in 21 days. *7 7 77 was the one who

made that decision way back. [That is when RDECOM came on the scene and we were divorcing from CECOM as it were,] L know
the custormers are mainly logistical rapid response 1o the warfighter but the Contracting Center is elready responding probably
because the Acquisition center's reputation precedes them as being too slow. And ™™ was probably aware of that and said let's put
itin the LRC. They can bandie that stuffl
But going back to the report, R2 was aware of it. We've had other reports where we issued drafls and never got responses from the
activitics and after awhile it gots delayed and in some cases OBE and it's like OK. So R2 is not the only one that didn't get issued,
There have been a few others in my office. But none of them really has the possible implications as this one does because of the
violations of the Economy Act. We haven’t settled that and it is still a problem.
Q. That's why I asked if the R2 and LRC commented because T was trying to find out if there is a later version of the report,
A.: That was the only version.
Q.: In my opinion, it sounds like all the right players were aware of the findings and recommendations of your report even though
it wasn't issued as a final report. _
AL We even, | believe, outbriefed et FRC Retired pormilly we do the out-brief, i2°s actually a conference and then issue a report. |
have te ook and see. Do you have we sopue w wdings? [Tdo} Can you go to the back and see if there is a paragraph that says exit
conference? 'Would that be before the signature? It goes fom “Suggested Actions for the LRC™ and “Suggested Actions for the
G8". And then “thank you for participating” and then the last page is the command comments on the recornmendations.] OK, but
there's no commuand cotpments, [fust the G8 comments are there.] Ok so we probahly issued that before ... Thave to look. ..
What's the date of that? [May 7. 2008. I don’t see anything that says you talked t™™"*7 1 have to look T think we did talk to hiny
I think we usually puf that in the final report that we had an exit conference with all the activities. W did talk with Dave because the
briefing charts I have (not with me} are dated Jate April 2008, And we showed our recomnendations and 1 think the response we
got back from R2 may have been after that T have to look at the emails to get the right date. So like I said when we normally do the
file we have a paragraph before we get to the general comments and after the general comments we have a paragraph called oxit
comference where we said we had an exit conference with Director LRC, R2 and G2, Since it°s not in there | . | there was probably .
. at some point waiting for the final but # never came about.
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CECOM IRAC Office Director
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STATEMENT  (Continued)

I appreciate your time.

CECOM IRAC Office Director AFFIDAVIT
f,

, HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT
WHICH BEGINS ON PAGE 1, AND ENDGS ON PAGE 5

- PRFULLY UNDERBTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE

BY ME. THE STATEMENT IS TRUE. | HAVE [NITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE
CONTAINING THE STATEMENT. | HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE OF BENEFIT OR REWARD, WITHOUT
THREAT OF PUNISHMENT, AND WITHOUT COERCION, UNLAWFUL INFLUENCE, OR UNLAWEUL INDUCEMENT.

(Signature of Person Making Slaternant)
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QRGANIZATION OR ADDRESS (Autherity To Administer Caths)
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SWORN STATEMENT
Fear uze of this form, see AR 1890-4%; the nropanent agency is PMG.

PRIVACY ACT STATEMENT

AUTHORITY: Title 10, USC Section 301; Title 8, USC Section 2051; £.0. 9387 Social Security Number (35N},

PRINCIPAL PURPOSE: To document potential eriminal activity involving the U.S. Ammy, and to aliow Army officlals 1o maintadn disciping,
jaw and order throogh invastigation of complainis and incidents.

ROUTINE USES: Information provided may be furlher disclosed to federzl, state, local, and foreign govemment law enforcement
agencies, prosaculors, couris, child prolective services, victims, withesses, the Department of Velerans Affsirs, and
the Office of Personnel Management, Information provided .may be used for determinations regarding judicial or
non-judicial senishment, other admirdstrative discipiinary actions, security clearances, recridtment, retention,
placement, and other personnei actions.,

DISCLOSURE o s o v Bismosiire of your SSN and other information Is voluntary,

11 LOCATIoN o AP EL DN ot & DATE (YYYYMMEED) §TIME T FILE NUMBER
Fort Mefin mthM Gri? cunsD s h 2011/03/25 1600 ‘

5. LAST NAME, FIRET NAME, MIDDLE NAME 5 SEN 17 GRADESTATUS
CECOM IRAC Office Director i £15-14

8. ORGANIZATION OR ADDRESS
CHCOM, ATTN: AMSEL-IR, Bldg, 6001, Suite C1110, Ro C1109, Aberdeen Proving Ground, MIY 21005-6001

g

|, CECOM IRAC Office Direotor - _ L WANT TO MAKE THE FOLLOWING STATEMENT UNDER OATH:
(. Tell me about the AAA request to review the R2 Office and its use of flat fees for contracting services,
A On 2 hune 2008, 1 was potified by 7 7 AMCIR Office, of an sodit by the AAA entitled “Audit of Fiat Fees for
Confracting and Contract Management Services.” T notified that the CECOM IR Office was curreatly working on a review
of the R2 Office charging & {lat fee and it would be a duplication of effort if the AAA did another audit of R2™s fees. | also notified

SES Director for LRC, and ™ " U8, gbout the emsi! Isentto ™ 7 70 ™ supported my

response o Aamil,
On 10 June 2008, 1 notified Mr. , AMC IR Office, regarding the response to was on 2 lengthy TDY and
ol work was redizected to ™" 7 .
On 23 hune 2008 AAA, notified ,-Audit Liaison for the CECOM IR Offiee, ahout 2 reguest foran
satrance conference ontheir audt. | replied o ! on 24 June with the results of the CECOM IR Office review of R2. The
resuits I supplied were those in the draft report.
Om 19 Augnst 2008, I received an emat] from . G8 Office which included s response fo the CEOOM

IR recommendations to the IR Dmft Report on R, This was the first time we were notified that the G (Le.
took issue with the R2 fee collection process.

On 3 September 2008, , AAA, sentan email to . that included 2 request fromt | . SES Deputy
Auditor General for AAA that they wanted © include in their report- “results of the CECOM IR audit that would be available if the
Under Secretary wanted a copy.” On 4 September 2008, ‘responded to David Petro indicating that IR conmpleted an

sternal review at the Jocal level and did not want to include the aforementioned statement because the review was requested by
ineal management.

On 18 September 2008, AAA Isseed 8 draft report on “Flat Fees for Contracting Management Services.” The Executive Summmary
of the drafi report stated that the R2 Office pertodically adjusts the rate it charges to reficet annual cosis and returns excess Tonds
eollected back to jts customers.” The Executive Summary also included a reference that the CECOM IR Office had an on-going
review of the B2 Office and that the IR staff had explained that the scope of their review included the propriety of fees charged by
the project office and their report would address the findings and recommendations,

On 23 February 2009, the AAA issued their final report and reiterated the conmments about fhe CECOM IR Office which were
previpusly stated in their draft report.

Q. Is there anything eise you wish to add that may be relevant to this investigation?
A. Yes for two difforent aregs, The first area Is in regards to AAAs request to review the R2 Office. When my office was notified

in early June 2008 about the upcoming AAA audit of flat fees, I had not received a formal response from C (the G8Yin
regards to our draft report on our Review of the R2 Office. Once I did receive a response from on 19 Augast 2008, |
10, EXHBIT 11, INITIALS CORCOM TEAC Ofins Dirceros TEMENT
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CECOM IRAC Office Director BPL D RS TR G, 7
STATEMENT OF . TaKEN AT Port Mofimouth, M7 parep 20110323

BB AT G Diweior

S STATEMENT fContinued)

passed the information o tion 21 August 2008) who was our customer for the Review of the B2 Office, Being the
Director of Internal Review, I Have a moral and ethical responsibility to make sure that I proteet the Commund and PEOs. 1 have no
responsibility to AAA unless they specifically request the information through thelr audits of command/PE( sctivittes/programs.
Also, we (R2, G8 and IR personnel) were resolving the issee in-house so that there was no need for oudside interforence. Since
AAA had decided that they did not need to duplicate our efforts and conduct another andit of the R2 Office, | had no commitment to
AAA on the above mattor. In addition, when {AAAY notified (CECOM IR Office) on 3 Sep 2008,

thad not requested an apdated status on tie results of our review but merely wanted to add a statement in the draft report that cur
ntemal review report would be aveiiable.

The second area i5 In regards 1o the initiation and subsequent AR 15-6 mvestigation,

T is my opinion that the AR 15-6 Investigation could have been avoided had the “whistiehlower™ contacted me or my office staff to
obtain sll of the relevant documientation that was obtained during our Review of the R2 Offive plus whatever e-mails that 1 kept ag
part of niy own persomal records. The “whistleblower™ would have realized that the R2 Office had made plans to go to an aciual
expense record by customer by using the SEC developed database. I addition, the “whistleblower™ would have been privy to the 21
August 2008 e-mall from me 0 .. v and L3 T where T provided an “informal” final report to both directors. As the IR
Drrector, T have the latitude and flexibility to issue a “formal or informal™ final report. In addition, my office’s draftreport on the
Review of the R2 Office revealed no migior problems with the R2 charging a flat fee or carrving over of $8.4 million from one
tiscal vear to the next fiscal vear. In fact, my staff thought that charging a foe pereentage was the most accurate method 10 base the
RZ reimbursahle rate.

By contacting e or my office, the “whistleblower™ would have discovered that the lead evaluator on the Review of the R2 Office,
with coiroboration of the teammembers, prepared the drift report. The reviewer ensures that the contems and conclusions {n the
draft report are properly supported through warkpapers that are msintained in the permanent file. On 8 May 2008, the draft report
was issued via e-mail to the R2 Office and G Office. The c-mafl stated “We really believe the foe percentage is the most aceurate
method to base the B2 reimbursable rate,..™ In addition, the draft report contained 4 paragraph on the R2 Office charging a
nercentage rate. In fact, the last senfence of that paragraph states “We agree with the R2 Project Office charging s perceniage rate.”
Als0, the draft report contains a paragraph titfed FY 2006 Carryover Fees. This paragraph cites the fact that the R2 Office had
carryover teimbursable fees from the prior fiscal year {2006) of about $8.4 million. The explanation that was gives to the IR team
was plansible and “was due fo the prior founth quarter expenses that didn’t oconr”  Also, the draft report stated “The R2 Projeet
Office i operating in a dynamic business environment that doesn’t abways allow for immediate management of income and
expenses during @ given period. I our opinion, R2 personnel are actively and effectively managing their business operations given
she climate in which they operate.™

Anyone who really reads de contents of the draft report, along with the other supporting emails, would conclude that the IR team
folf fhat the B2 Office was operating properly, that the R2 Office was told they needed to eapture actual costs by customer, that
they were in the process of estabiishing the actual costs by customer, that the (R Dircctor property notified the LRC Director about
the resalts of the review, that the LRC Director requested the creation of an In Process Team (to incfude members from the R2, GR
and [R Offices), and the LRC Direstor directed the R2 Office to follow the guidance provided by the G&.

(3. Is there anyone else that may have additional relevant information with whom | shoold speak?
A No

LECOM IRAC Office Directar,

INITIALS OF PERSON MAKING STATEMENT
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[T S " DAT E.D 20 ; 1 f‘{j:}' ;2 5
CECOM RAC Offiee Dircror

4. STATEMENT  (Continued)

X AFFIDAVIT

CECOM IRAC Office Director .

g T e e . HAVE READ OR HAVE HAD READ TC ME THIS STATEMENT
WHICH BEGING ON PAGE 1, AND ENDS ON PAGE m%ww CIFULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE
BY ME, THE STATEMENT 1& TRUE. | HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE
CONTAINING THE STATEMENT, | HAVE MADE THIS STATEMENT FREELY WITHOUT HQF’E"’ OF BENEFIT OR REWARD, WITHOU T,

THREAT OF PUNISHMENT, AND WITHOUT COERCION, UNLAWFUL INFLUENCE, OR MNLAWFUL INDUCERENT.

CECOM IRAC Office Director

(SHGRBELIE OF FrurSurt MRy ST e

WITNESSES: Subscribed and sworn In before me, a person auihorized by law to
administer paths, this day of

at

CRGANIZATION OR ADDRESS (Signature of .Pemoﬂ Administaring Cath)

. {Typed Name of Person Administering Osth)

CROANIZATION DR ADDRERS (Authority To Administer Qaths) e

ECOM TRAC Gffice Director

INFTIALS OF PERSON MAKING STATEMENT
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SWORN STATEMENT
For use of this form. see AR 180-45:the proponent agency is PMG.

PRIVACY ACT STATEMENT
AUTHORITY: Title 10USC Section 301; Tille 5.USC Section 2051; E.0. 8387 Social Security Number (SSN).

PRINCIPAL PURPOSE:  To document patentiaicriminalaciivity involving the U8, Army, and {o allow Army officials to maintain discipline.
law and order through investigation of complaints and incidenis.

ROUTINE USES: Information provided may be further disclosed to federal, state, local. and forelgn govemment law enforcement
agencies, prosecutors, courts, child profective services, victims, withesses, the Depariment of Veterans Affairs, and
the Office of PersorneiManagement. information provided may be used for determinations regards g judicialor
non-udicial punishment, other administrative disciplinary actions, security clearances, recruliment, retention,
placement. and other personnalactions.

DISCLOSURE: Disclosure of your SSN and other Information is voluntary.

1. LOCATION DATE  (YYYYMMDD) TIME 4. ALE NUMBER
Aberdeen Proving Ground, Maryland 2012/10/04 1330

5. LAST NAME, FIRST NAME, MIDDLE NAME ,U, 38N 7. GRADE/STATUS
CECOM IRAC Office Director GS5-14

8. ORGANZATION OR ADDRESS

CECOM, ATTN: AMSEL-IR, Bldg. 6001, Suite CillO, Rm.Cl109, Aberdeen Proving Ground, MD 210050001
Q.

I. CECOM TRAC Office Director CWANT TO MAKE THE FOLLOWNG STATEMENT UNDER OATH:

Q. What was your posifion within CECOM when the assessment of the Rapid Response {R2) Office in the 2007-2008 timeframe
was conducted? What was your grade, job series, and how long had vou held that position?

A. Director of the Internal Review Office; Grade GS-14; Job Series 0510; a little over one year (officially became Director on |
Apr 20073

(). What was your office's role regarding the RZ Office’s Reimbursable Rate Process Assessment in the 2007-2008 timeframe
and how was that initiated? :

A. CECOM LRC Director (RETIRED), SES Director of the Logistics and Readiness Center (LRC), had asked G$ to take a look at the K2
Office and how they set their reimbursable rates. Before proceeding there were discussions between (58 and IR and {G8 Director
Retired) thought the review would be better suited in the IR Office and turned it over to us. Director LRC Retired then came forward
2 Jan 2008 with an official request to have my office review the rates established by the R2 Office and the carrvover of funds from od
fiscal vear to the next fiscal year were in accordance with regulations/statutes. ©Messrs. IRAC Office Senior Evaluator and IRAC
Office evaluator were the field evaluators of the IR team assigned to perform the review. Mr. IRAC Senior Evaluator for Reviews
took over as the team leader towards the end of the fieldwork portion of the review. The R2 Office is like a confract administration
" office. At the time they had eiglt service contracts in place for five years. If someone came to R2 and requested their contractual
services and/or equipment,R2 personnel had the ability to award contracts within 21 days. The Contracting Officers and Specialists
working for the R2 Office were from the former CECOM Contracting Center (now the Acguisition Contracting Center- APG). Their
tabor was totally reimbursable and they were dedicated to R2 full time.

[

Q. Was it a specific type of inquiry or 2udit?
A, M was aregular review., Weare not considered 1o be auditors (under the eyes of the Army); therefore we do not perform audits,
Since we are classified as Accountants (Internal Review Evalnators), we do reviews. Types of reviews are explained in AR 11-7.

(. What is AR 11-7 and how does that AR govern veur office?
A. AR 11.7, Internal Review Program, is basically our Bible, and containg policies for establishing and operating an internal review
activity within an Army organization. The Oct 2007 edition was current at the time of our review.

(). Do vou believe the review was conducted in accordance with the provisions of AR 11-77 I not, which parts of AR 11-7 were
not Tollowed, what was the cause, and what was the impact on your findings and recommendations?

AL It is my opinion that the review was conducted 1AW AR 11-7. All fieldwork was completed by the TR team. The review was
never terminated. On 28 March 2008 we provided an exit briefing which included the results of our review to LRC Director

Retired. We released a draft report with recommendations to the G 8 and the LRC Directors. Responses were provided by hoth
activities.

10. EXHIBIT TR RSSO P MAKING STATEMENT )
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STATEMENT OF  CECOM IRAC Office Director TAKEN AT A PG MDD DATED 2012/10/:04

L STATEMENT  (Continued)

[ an cmal | message dated 6 June 2008 and addressed fo me, Mr IRAC Office Lead Evaluator, the lead evaluator on the
Feview, stated “the 12 files/worlc papers are all complete, reviewed, sign-oiff'ed and draft report cross-referenced"CECOM G 8
R ETIRED had non-concurred with both of our recommendations that stated it was okay ic charge a flat percentage and carryover
funds depended on the type offunds. CECOM G8 Retired had stated that the R2 Office needed to document the actual expenses
incurred for each customer and io charge each custormner accordingly in order not to violate the Economy Act. Since (08 is the
propovient for funding policies, he had the finalword. ! conveyed the comments from CECOM G8 Retired 1o Director LRC Retired
in an email dated 21 Aug 2008, Other addressees in the email included Mr. CECOM IRAC Office Senior Lead Evaluator and the IR
eam members, R2 Office staff and an LRC Associate Director. Since Mr. Director LRC Retired requested my office to perform the
peview, he became my primary customer. My email dated 21 Auvp 2008 served as my "informal™final report. Per AR

11-7, afinal report can be released through informal communication {e. g, email). My, CECOM IRAC Office Senlor Lead
Evaluator probably never realized that the email served as our final report,  Also, it was sur policy (from my previous director)
vhat all reports would be issued o the customer who requested the review. [t never went any higher unless there were major

issues. I didn't feel that the results of our

review were major. Paragraph 3-2a of AR 11-7 {dated Oct 2007} states "Different forms of reports include formal written reports
memoranduwm, briefing slides, or other presentation materials” while paragraph 5-2b states "The purposeof review reports are to
(1) Communicate the results of reviews to those charged with governance, the appropriate officials of the reviewed entity, and the
appropriate oversight officials. Mr. Director LRC Retired was the appropriate official of the reviewed activity while Mr. CECOM G8§
Retired was the appropriate oversight official when it came to fund ing policies. Periodic updates from May 2008 throngh july 2009
were provided to . who was the CECOM Chiefof Staff atthe time of the review. Also, I informedthe AMC IR Director that my
office had been working on a review of the R2 Office. In hindsight, if we were to do this review again, | would make sure that [ and
the IR team met with the Director ofG8 during the fleldwork phase of the review and get her viewpoints/decisions when it came o
icharging a flat percentage fee. I would also research other audits that covered the same subject to determine if there were any
precedents already cstablished.

>

(). Commumicating with management throughout an assessment is important? Please describe the frequency and content of
~ommunication with this assessment. Where are these communications documented?
4. Pertinent communications, as decumented via Memorandums for Record, are made part of our workpaper files which are stored

A e e
his Fahonhale tor tis refponse,

Q. What does the AR state regarding the distribution of reports? is there guidance within the AR which governs release or non
refease of the reports? If so, where is this stated within the AR? Did this guidence comeinto play? If so, what led to the
conclusion to reicase or not releasc the final report? Although the report was not reicased as a final document, was the draft report
1o include reporting reviews of responsible officials ever made available to an internal or external audit tracking system? If so,
which one? Are there any prohibitions in submitting a draft report to this system?

A. Chapter 5 of the Gctober 2007 edition of AR 11-7 contains reporting standards. The official files are kept in SharePoint and
are available to the IR Office staff The older official files wre also maintained on DVDs.

(3. Who in your chain of command received executive sumimaries, verbal updates, briefings, e-mails, or any other form of
communication on the status and findings regarding this inguiry or audit?

AL D would discuss relevant issues involving my office during periodic meetings with, CECOM Chief of Staffand my immediate
superfor. 1 would send my proposed topics fo in advance of the meetings. The Review of the R2

Office was discussed with on the following dates 14 May 2008, 8 July ZO08, 25 August 2008, 28 October 2008, 22
December 2008, 6 January 2009, 6 March 2009, 14 April2009 and 13 July 2009, Also, in September 2009, T informed Director of
AMC IR at the time, that we had been doing a Review of R2 charging flat fees und provided her a synopsis of what we found and what
recommendations we made to the appropriate directors.

). This review covered the period of20072008 is that correct? In planning a review, evaluators will ask management of the
reviewed entity to idemtify previous reviews, performance audits, or other studies that directly relate to the objectives of a review,
including whether recommendations from previous assessments have been implemented. Was this discussed with the R2 Project
Office? Woere previous reviews identified? If so, what were the timeframes, the objective of the reviews, and the findings and
recommendations?

INTIALS OF PERS Q;.NG STATEMENT 1
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STATEMENT OF TAKEN AT APG_M T DATED 2012/10/04

9, STATEMENT  {Continued)

A. During our Review of the R2 Office, we looked at funds carried over from FY 2006 to FY 2007, We locked at the entire FY
2007 receipt and distribution of funds. There were no other reviews/audits performed on the R2 Office and that was probably
conveyed to the R2 Office participants during our formal entrance conference that included persopnel from R2, G§ and IR Offices.

Q. It is customary that supervisory review of the documentation gathered and generated be completed before the review report is
issued. Was this accomplished? What feedback did you give and how did this feedback affect the evaluator's initial findings and
recommendations?

A. As eval uators performed their reviews, they usually gave me verbal updates during the reviews. [ entrusted my statf to perform
their reviews per AR 11-7 and DA Internal Review Evaluator Standards. Ifelt no need to distrust my staff to go out and seck
answers in order 1o answer our objectives. [ gave guidance and questionad whether the evaluators had obtained the necessary
information from the audited activities. The evaluators then prepared the draft report since they were intimately involved in the
review, - T reviewed the report for its accuracy and its clarity (from a writing style). if questions arose, ] would look at the
documentation in the files. I concurred and my feedback did not affect the evaluators' findings and recommendations as evidenced
when Mr. CECOM IRAC Office Senior Lead Bvaluator released the draft report to the R2 Office and G8 Office. Mr. CECOM IRAC
Office Senior Lead Evaluator stated in his 8 May 2008 email ""We really believe the fee percentage isthe most accurate method to
thase the R2 reimbursable rate.” In addition, when Mr. CECOM IRAC Office Senior Lead Evaluator prepared the draft report, he
wrote "We agree with the R2 Projeet Office charging a percentage rate. Oun 6 June 2008, Mr. CECOM IRAC Office Senior Lead
Evaluator sent an email message to me stating "'the r2 files/workpapers are all complete, reviewed, sign-offed and draft report
cross referenced.” After the email 1 then reviewed the files to verify Mr. CECOM IRAC Office Senior Lead Evaluator's
statement. Since they were completed, 1 did not need to make any further statements/comments regarding the work papers, The
draft report containg a paragraph titled FY 2006 Carryover Fees. This paragraph cites the fact that the R2 Office had carryover
jreimbursable fees from the prior fiscal year (2006) of about $8.4 million. The explanation that was given to Mr. CECOM IRAC
Cffice Senior Lead Evaluator and the TR team was plausible and "was due to the prior fourth quarter (FY 2006) expenses that didn't-
occur." The draft report, which was initially composed by Mr. CECOM IRAC Office Senior Lead Evaluator, also stated "The R2
Project Office is operating in a dynamic business epvironment that dossa't always aliow for immediate management of income and
expenses during a given period. In cur opinion, R2 personnel are actively and effectively managing their business operations given
the climate in which they operate.’”” There is no reference from Mr. CECOM IRAC Office Senior Lead Evaluator anywhere in the
work papers, draft report, or emails that specifies finding any problems of how the R2 Office was operating by charging a
fpercentage fee to be reimbursed for its operations or by carrying over too much funds from one fiscal year 1o the next fiscal vear, 1
simply concurred with his statements.

(. During the period of assessment, the Army Audit Agency was embarking on a similar assessment regarding the use of flat fee
contracting services. Who was the Army Audit Agency Point of Contact and how may they be reached (telephonically or via e
-mail? Please describe the interaction between your office {or individuals within your office (Mr. Joha Riley)) and AAA
personnel at this time. What was discussed, what was the onfcome of the discussions, and what evidence exists which documents
the course(s) of action taken?

A. On 2 June 2008, ! was notified by , AMC IR Office, of an audit by the AAA entitled "Audit of Flat Fees for Contracting and
Contract Management Services." I notified Mr. that the CECOM TR Office was currently working on a review of the R2 Office
charging a fiat fee and it would bea duplication of effort if AAA did another-audit of R2's fees. I also notified Director LRC
Retired and CECOM G8 Retired about the email | sent to Mr. Jio. Mr. Director LRC Retired supported my response to AMC. On
10 June 2008, T notified , AMC IR Office, regarding the response to whe was on a lengthy TDY and all work was redirected 1o .
On 23 June 2008, AAA, (Phone number 30 1-ooeo0m, email, .civigimail.mil) notified Mr. , AAA Audit Liaison for the CECOM
IR Office, about a request for an eatrance conference on their audit. As the IR director and the person most famniliar with the
Review of the R2 Office, i contacted Mr. AAA Anditor on 24 June 2008 and provided the results of our Review of B2, The results
I suppiied were included in the draft report which did not contain any responses from LRC or G8, On 19 August 2008, | received
an email from Mr., G& Office, which included CECOM (GE Retired's response to the CECOM IR recommendations to the I R
Draft Report on R2, This was the first time we (my office) were notified that Mr. CECOM G8 Retired took issue with the R2 fee
collection process and carryover of funds. On 21 August 2008 1 passed the information to Mr. Director LRC Retired who was cur
customer for the Review of the R2 Office, Belng the director of internal Review, [ have a moral and ethical responsibility to make
sure that T protect the Command and PEQs. [ have no responsibility to AAA unless they specifically request the information
through their audits of command!PEO activities/programs. Also, we(R2, G8 and IR personnel) were resolving the issue in-house
50 that there was no need for cutside irnterference. Since AAA had decided that they did not need to duplicate cur efforts and
conduct another andit af the R2. Office T had . no commitment.io AAA on the matter. In addition when Mr_ AAA AUdior fAAAY
notified (CECOM IR Office) on 2 Sep 2008, AAA Aliditor bad not requested an updated

§ T QOF PERSON
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STATEMENT OF  CECOM IRAC OFFICE DIRECTOR  TAKEN AT _APG.MD DATED 2012/10/04

9. STATEMENT  (Confinued}

The email, that Mr. AAA AUDITOR sent M, included a request from Mr., SES Deputy Auditor General for AAA, who wanted to
include in their report "results of the CECOM IR audit that would be available if the Under Secretary wanted a copy.” On 4
September 2008, responded to AAA Auditor indicating that IR completed an internal review at the local level and did not want to
include the aforementioned statement because the review was requested by local management. On 18 September 2008, AAA issued
a draft report on "Flat Fees for Contracting Management Services.” The Executive Summary of the draft report stated that the R2
Office periodically adjusts the rate it charges to refiect annual costs and returns excess funds collected back to its customers.” The
Txecutive Summary also included a reference that the CECOM IR Office had an on-going review of the R2 Office and that the TR
staff had explained that the scope of their review included the propriety of fees charged by the project office and their report would
address the findings and recommendations. On 23 February 2009, the AAA issued their final report and reiterated the comments
about the CECOM IR Office which were previously stated in their drafl report.

K3, Since the conclusion of this assessment, please describe the audit follow-up(s) that have occurred.

A. We have not performed any follow-ups of the R2 Office, Since an In Process Team had been established with members of R2,
(8 and 1R Offices, and we were working on a resolution to cotrect the problems, I feft that a foliow-up was not needed. In addition,
another TR Office within AMC would have had to do a follow-up since my staff members were part of the Team and if we did the
follow-up, we would have z confliét of interest. :

Q. Please explain what the Internal Review Management System is? 13 this tool used by your office or do you employ an equivalent
management system? _

A. The Tnternal Review Management System is a timekeeping system used by all members of Internal Review Offices within the
U8, Army. From this system, we generate reports that identify how much of our work time (direct) is devoted to performing
eviews and how much time is devoted 1o management and administrative {to include leave, training, TDYY, etc) functions. We used
to compile the reports on a semi-annual basis, report up to AMC and eventually would be reported to Congress (per the Inspector
CGeneral Act of 1978). Somewhere along the way, we were told not to prepare/submit the reports. However, we still record our
work time into the system since it is a good management sysiem for me to use.

(3. When, by what organization, and who conducted the last external review of the IR Office? When and who conducted the annual
self-evaluation during the period 2007-2008?7 Woere issues of compliance identified in either assessment? If 5o, what comrective
actions were taken? Have additional reviews substantiated the corrective actions are working? Please provide supporting
documentation.

A. Ms Director of AMC Internal Review Office, performed a Quality Assurance (QA) review of our operations in September
2010. QA reviews are required every three years. The previous QA review was performed in September 2004, Due to staffing
issues within AMC IR, change of directors within CECOM IR Office (previousdirector retired in August 2006, [ became the
director in April 2007), and my misunderstanding of the requirements (I was required to ask for a QA review) which I did not find
out until July 2609, the QA review was not performed until September 2010, Since the QA review looked at files completed
during FY 2010, the Review of the R2 Office was not included in the QA review. Issues of compliance were addressed and were
not identified as a major problem as reviewed work paper files for completed reviews. QA resulits were submitted to me in June
2011 before she retired. The next QA review is scheduled for September 2013,

Q. Tsthere anyone else who might have useful information that 1 should talk with?
A. No recommendation.

For the record, [ would like io make the foilowiﬁg comumenis which are in regard this AR 15-6 investigation.

His my opinion that the AR 15-6 investigation could have been avoided had the "whistleblower" contacted me, Mr. CECOM IRAC
Office Senior Lead Evaluator or ather members of my office staff to obtain’ all of the relevant documentation that was processed
during our Review of the R2 Office plus whatever e-mails that I kept as part of my own personal records. The "whistleblower"
would have realized that the R2 Office had made plans to go to an actual expense record by customer by using the SEC developed
database. In addition, the "whistieblower” would have been privy o the 21 August 2008 e-mail that 1 sent to Mr.Director LRC
Retired and Mr. CECOM G8 Retired where [ provided an "informal™ final report to both directors. As the TR Director, 1 have the
latitude and flexibility to issue a "formal or informal”final report.
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STATEMENT OF CECOM IRAC Office Director TAKEN AT APG MD DATED 2012/10/04

9. STATEMENT  (Continued)

In addition, Mr. CECOM IRAC Office Senior Lead Evaluator in his composition of the draft report on the Review of the RZ Office
revealed no major problems with the

R2 charging a flat fee or carrying over $8.4 million from one fiscal year to the next fiscal year. In fact, on 8 May 2008, Mr.
CECOM IRAC Office Senior Lead Evaluator released the draft report via an e-mail message to the R2 Office and G8 Office. Mr.
CECOM IRAC Office Senior Lead Evaluator stated in his email message "We really believe the fee percentage is the most accurate
method to base the R2 reimbursable rate." By contacting me or my office, the "whistleblower" would have discovered that Mr.
CECOM IRAC Office Senior Lead Evaluator, the lead evaluator on the Review of the R2 Office, with corroboration of the team
members, prepared the draft report. The reviewers (team Jeader and I) ensured that the contents and conclusions in the draft report
were properly supported through work papers that are maintained in the permanent file. Anyone who reads the contents of the draft
report, along with the supporting emails, would conclude that: (i} thelR team felt that the R2 Office was operating properly; (i) the
R2 Office was told they needed to capture actual costs by customer; (iii) the R2 Office was in the process of establishing the actual
costs by customer; (iv) the IR Director properly notified the LRC Director about the resuits of the review; (v} the LRC Director
requested the creation of an In Process Team (to include members forni the R2, G8 and IR Offices); and (vi)the LRC Director
directed the R2 Office to follow the guidance provided by the G3.

Lastly, once we received the formal response from Mr. CECOM G8 Retired that he non-concurred with cur recommendations to
charge a flat percentage fee to each customer and the proper carryover of funds from one fiscal year to the next fiscal year, I, as
Director of the IR Office, feit that my IR team had not exercised due diligence during the review. Although the IR team had met and
questioned the G8 staff on their thoughts about charging a flat fee they did not seek any communication with Mr. CECOM G8 Retired
who has the final say on funding policies.

AFFIDAVIT
v CECOM IRA C OFFICE D[RECTOR HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT
WHICH BEGINS ON PAGE %, AND ENDS ON PAGE _ [FULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE

BY ME. THE STATEMENT IS TRUE. IHAVE INITIALED ALL CORRECTIONS AND BAVE INITIALED THE BOTYOM OF EACH PAGE
CONTAINING THE STATEMENT. IHAVE MADE THIS STATEMENT FREELY
THREAT OF PUNISHMENT,AND WITHOUT COERCION, UNLAWFUL INFLUENCE, OR  NLAW UL INDUCEMENT.

WITNESSES: Subscribed and swom o before me, a person authorized by law to
administer oaths, this day of
at
ORGANIZATION OR ADDRESS {Signature of Person Administering Oath}

{Typed Name of Person Administering Oath)

ORGANIZATION OR ADDRESS tAuthority To Administer Oaths)
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SWORN STATEMENT
Feor use of this form, see AR 190- 45 the proponent agency is PMG

P PRIVACY ACT STATEMENT
AUTHORITY: . Title 10, USG Section 301; Title 5, USC Section 2851; E.O. 8387 Social Securify Number {SSN).

PRINGIPAL PURPOSE: To document potential edminat activity involving the U.S. Army, and to alicw Army officials to maintain discipline,
lew and order through investigation of complaints and incidants,

ROUTINE USES: Information provided may be further disciosed fo federal, state, local, and forsign govemment law enfarcement
agencies, prosecuters, courts, child protective services, viclims, witnesses, the Depariment of Veterans Affairs, and
the Office of Personnel Management. Information provided may be used for determinations regarding judicial or
nen-fudicial punishment, other administrative dissiplinary actions, securty clearances, recruitment, retention,
placement, and other perscnnai actions.

DISCLOSURE: - Disciosure of your S8N and other information is voluntary.

1. LOCATION 2. DATE  (YYYYMMDD) 3. TIME 4, FILE NUMBER
Aberdeen Proving Ground, Mary!and 2013/01/09 1100

5 LAST NAME FIRST NAME MIDDLE NAME . §. S&N 7. GRADEISTATUS

GS-14

OB( ORGANIZATION OR ADDRESS
CECOM, ATTN: AMSEL-IR, Bldg. 6001, Suite C1110, Rm. C1109, Aberdeen Proving Ground, MI» 21005-0001

. WANT TO MAKE THE FOLLOWING STATEMENT UNDER OATH:

Q. In your previous sworn statement, you provided an overview of AR-11-7 and the process the CECOM IR Office followed with
regard to conducting the Review of the R2 Project Office. I'd like to follow-up this statement. A draft final report was released
for review and comment. Please explain why you believe this report met the reqmrements of AR 11-7 reporting and why you felt
the draft report should be considered as the final report.
A. Chapter 5 of AR 11-7 (26 Gct 2007 edition) titled Reporting Standards, provides the requxrements for reports. Paragraph 5-2a
states “Evaluators rust issue reports communicating the results of each completed review.” We met this requirement when we
issued our draft report that was in writing, commnmmicated the results of our review and was provided to appropriate officials (LRC
and 8 directors). Paragraph 5-3 of AR 11-7 states the review reports shouid contain: objectives, scope, methodology, review
{results (including findings, conclusions and recommendations), statement about the evaluators compliance with standards, and
summary of views of responsible officials. All of the aforementioned was contained in our draft report and conveyed to
appropriate officials via email. 'We made recommendations to G8 and LRC. We provided the responses from G8 to LRC and the
respoases from LRC to G in emails. A final report would cover all of those elements. I covered the entire contents of the
reporting process through emails, albeit, piecemeal. JEFEE was our customer since he had asked my office to do the review.
I felt that I had answered FR22I0% RS concerns via draft report and emails. In hindsight, I probably should have finalized the
report after my e-mails to It is my opinion that the draft report plus the responses from both LRC and G8 directors
and the email tIEIREREMIE constitute the final report. Alse, in an email dated 6 June 2008, MrE B wrote to Mr. D’ Orazio
and copied Messrs Albistz and , “Dom, the r2 files/workpapers are all complete, reviewed, i1 ed and draft report cross
referenced. Mike P.S. Thanks Dan and Rich — another job well done.” As you can see there was no mention that we had not
received any responses nor did we finalize the report which both are required to have workpapers prepared, reviewed and cross
PSR tied when he stated that the
fit es/workpapers werg all complete. For Mr. EEEES Mo claim that the ﬂies/workpapers were aiE cc)mplete would indicate that he
was not concerned that a final report was not 1ssued. So are we in compliance with AR 11-77 I say that we are. The draft report,

" SRR constitute the final repert.

Q. Mr. %@;@v ;;ﬁjéal]egcs that misinformation was provided to the Army Audit Agency (AAA) which at the time of the CECOM IR
review was conducting a review of Flat Fees for Contracting and Contract Management Services. Please explain CECOM IR’s
interaction with the AAA to include what specific information was provided to the AAA which offered them the oppertunity to
render a position in regards to the CECOM IR effort. Was an offer made to AAA to provide access {o the files of the CECOM IR
effort? If so, were the files provided? If not, what was the rationale of the AAA to not use the files? During this period, what wag
the interaction between you and the CECOM IR review leads of the R2 review regarding the discussion with the AAA?
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9. STATEMENT (Confinusd)

A. The aifeged erroneous information given to the AAA auditors centered on the R2 Office retumning some of the reimbursable
funds back te their customers. I provided the information from the resuits of our review of the R2 Office (fieldwork was done
from January thr{)ugh March 2{}08) to.the AAA aud:tors for the:r audit of F]at Fees for CGntractmg and Contract Manage:ment

report. Paragraph 3.33 of the GAQ Yellow Book Standards (dated July 2007) states “Using the auditors™ professional knowledge,
skills and experience to diligently perform, in good faith and with integrity, the pathering of information and the objective
evaluation of the sufficiency and appropriateness of evidence is a critical component of audits. Professional judgment and
competence are interrelated because judgments made are dependent upon the auditors’ competence.” If the allegation is that the
information was erroneous, then [ would question Mr rofessional judgment and competence. Chapter 3 of AR 11-7 also
deals with “Professional Judgment” and states that “Professional judgment includes exercising reasonable care and professional
skepticism. Reasonable care concerns acting diligently in accordance with applicable professional standards and ethical principles.
Professional skepticism is an attitude that inciudes a guestioning mind and a critical assessment of evidence. Professional
skepticism includes a mindset in which evaluators assume neither that management is dishonest nor of unguestioned honesty.
Believing thet management is honest is not a reason 1o accept less than sufficient appropriate evidence.™ If R2 managemient (I
believe! made a similfar statement in her testimony) had stated that they return funds to their customers, 1, as ap evaluator
having professional skepticism, would have asked for documentary evidence of funds returned. I reviewed the workpapers that we
thave on file for our Review of the R2 Office; I couid not find any file with such evidence (¢.g., a Military Interdepartmental
Purchase Request (MIPR)). -1 did find one workpaper that contained a spreadsheet that mentioned that fund
additional documentation to support that comment. In June 2008, T received a telephone call from ) . AAA, about the
AAA Audit. Ttold § that my office had spf:nt the last three months looking at R2°s rexmbursa whether it was
appropriate. The review was requested by DRy RE an SES and the Director of the CECOM LRC. The LRC has overail
responsibility of the R2 Office. I wanted to make sure that the R2 Office was charging their reimbursable rate per
appropriate regulati ons/statutcs ined that the rate is based on R2’s forecasted i:}come and expenses over the course |
. fof a fisea! year and the best way that they could charge the customers were through a flat rate. We also recormmended that the R2
Office review their income and expenses on a querterly basis and adjust their rate if appropriate and have it approved by the G8
COffice. To do another review in this area would duplicate what my office had done plus affect the R2’s workload in having to deal
with another andit agency audit. 1 suggested to JEEEEEEE that AAA can come and look at our workpapers ar we could send our
entire set of workpapers to them since they were paper]ess I sent an email message on 2 June 2008 to Messrs. % tind Ty
about my conversation with AAA. In the email message I mentioned that 1 sent a separate email message to : »the
HOQ AMC IR Director (at the time) with the same information.. It was during my telephone conversation with
mentioned about R2 returping some of the funds back to their customers. Although I offered fo provide cur workpapers on our’

review of the R2 Office, AAA never contacted me for them. AAA did include in their audit report that they had contacted my office
and that we had done a review of the R2 Office’s rates. From my discussion Wjﬂ'!’&%gﬁ% , it was revealed to me that AAA was
trying to determine what activities and how many activities were charging fiat fees and the apphcable statutes that governed the flat
e n and S performing the review of the R2

fees. | conveyed my discussion wnt%« g\;’ L2 to the IR team (Messrs. )
Office.

€. A oritical point regarding the CECOM IR review is the issue regarding whether or not the R2 Project Office was refunding costs
in 2007 and 2008. Please explain what the CECOM IR review team’s findings were and what actions (to your knowledge) were
taken by the R2 Office to address this concern of Economy Act or Anti-Deficiency Violations. When did this issue first come to
light during the review?

A. Ag I stated prekusly, the 1 issue of the R2 Office returning funds to their customers originated from an mformai dlscuss;on that [
had with Messrs. 2 during their review of the R2 Office, As the director of the Internal Review Office, I rely
heavily on my evaluat nts and information that they gather during their reviews. Information gathered during the
review phase is often discussed with me in a formal setting, as well as, an informal setting. When we start any review, we research
the appropriate statutes, regulations and local policies that pertain t6 the area that we are reviewing. In the case of the R2 Office
charging fees, there are local and Army regulations, as well as, the Economy Act.
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STATEMENT OF

TAKEN AT APG, MD DATED

8. STATEMENT (Confinued}

AThe local reimbursable rate policy inciudes the same and other regulations such as the Economy Act. So when did we know about

: Economy Act? We should have realized that the Economy Act would be applicable to our review at the onset of our review
approximately mid January 2008). In addition, ZREREEER received an email (on 20 March 2008) from g?gg%w ® which stated
“Here is the re-validation from legal on the Econo y Act,” Attached to the email message was the legal opinion covering “Pee for
Service Charges”, prepared the initial version of the draft report. There was no mention of the Economy Act because
' did not consider it to be an issue with the R2 Office. Otherwise, he would have written a paragraph on how the R2 :
Ofﬁce was v;olatmg the Economy Act. And I would have seen it in the report when I reviewed the draft report. In addition, 525 -
wrote in his initial version of the draft report (Results paragraph of Objective B} “In addition, we examined the RZ legal and
acquisition expenses paid during FY 2007 and were alfso able to accurately identify those expenses in SOMARDS. As a result, we
are confident the R2 Project Office is accurately accounting for incoming funds and operating expenses. In the subparagraph titled
“FY 2007 Contract Obligation”, ¢ wrote “The R2 Project Office also provided us with documentation to verify that R2
Jand G8 personnel were conducting joint reviews and reconciliations of open contract obligations on & quarterly basis, Based on our
analyses and support documentation obtained we determined that the R2 office is properly accounting for all customer contract
obligations and their associated reimbursable fees.” In the subparagraph titled “FY 2007 Operating Expenses”, & " wrote
“Based on our analyses and documentation received we determined the R2 office is properly accounting for their operating
expenses.” In the subparagraph titled “FY 2006 Carryover Fees”, 222 wrote “Although R2’s $8.4 million carryover in FY
2007 is in excess of two quarters, personnel told us the excess carryover was due to prior vear fourth quarter expenses that didn’t
occur. The R2 Project Office is operating in a dynamic business environment that doesn’t always allow for immediate management
of income and expenses during a given period. In our opinion, R2 personnel are actively and effectively managing their business
operations given the climate in which they operate. Guidance regarding the amount of funds reimbursable activities can carry over
from fiscal year to fiscal year is generally vague.” in an email message (dated 29 April 2009) from £ ¢ {(38 Office), he
states “Tn the attached memo R2 has indicated that G8 has answered all of its questions and understands (G8’s requirements.
| Therefore, temporarily this IPT does not have to continue meeting. As you can see from the attached memo R2 is in the process of
updating its fee estimation model and ordering new software. This process is estimated to take approximately 9 months, When
complete the R2/G8 IPT team wiil reconvene and review the R2 progress. I wanted to take a moment to thank all of you who
worked on this R2/G8 action. This was quite a challenging effort, one that included input from the LCMC Legal D&partment
Acquisition Center, Internal Review, R2 and G8

AFFIDAVIT
|, B . HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT
WHIGH BEGINS ON PAGE 1, AND ENDS ON PAGE . EFULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE

BY ME. THE STATEMENT IS TRUE. | HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE
CONTAINING THE STATEMENT. | HAVE MADE THIS STATEMENT FREELY WITHOUT ROPE OF BENEFIT OR REWARD, WITHOUT
THREAT OF PUNISHMENT, AND WITHOUT COERC!OI?, UNLAWFUL iNFLUE{"‘i o7 :

i

WITNESSES: Subscribed and sworn to before me, a person.authorized by law (o

administer caths, this day of ,
at
QRGANIZATION OR ADDRESS {Signature of Person Administering Cath)

(Typed Name of Person Administering Cath)

ORGANIZATION OR ADDRESS - {Authority To Administer Oaths)
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DEPARTMENT OF THE ARMY
HEADQUARTERS, U.S. ARMY COMMUNICATIONS-ELECTRONICS COMMAND,
PROGRAM EXECUTIVE OFFICE COMMAND, CONTROL AND COMMUNICATIONS TACTICAL
AND FORT MONMOUTH

FORT MONMQUTH, NEW JERSEY 07703-5000
REPLY TQ
ATTENTION OF :

AMSEL-CP ' - 14 DEC 2004

MEMORANDUM FOR SEE DISTRIBUTION

SUBJECT: Reimbursable Order Process

1. Purpose. This memorandum establishes the Communications-Electropic Life Cycle Management
Command (CE-LCMC) Reimbursable Process in accordance with statutory and Department of
Defense (DoD) and Department of the Army (DA) policies, to ensure uniform and proper practices
among command elements in charging reimbursable rates, and the associated transfer of charges.
This memo summarizes existing statutory and regulatory guidance and discusses proper procedure
regarding reimbursable relationships.

2. Existing Policy.

& Inaccordance with governing laws and regulations, CE-L.CMC activities will not augment
~‘appropriations with funding from outside sources without specific statutory authority.

b. CE-LCMC organizations will not charge any fees, administrative costs, overhead, direct
cost, indirect costs, ordering fees, base support, contracting costs or any other category of charges
either as a “standard”™ percentage rate or dollar amount outside of CE-LCMC established
reimbursable rates to any ordering activity without DCSRM review and approval.

3. Augmentation. This is an action by an agency that increases the effective amount of funds
available in an agency’s appropriation. This generally results in expenditures by an agency in
excess of the amount originally appropriated by Congress. Generally, an agency may not
augment its appropriations from outside sources without statutory authority. An Antideficiency
Act violation may occur if an agency retains and spends funds received from outside sources,
absent statutory acthority.

a. Augmentation normally violates one or more of the following provisions:

(1) The United States Constitution, Article I, Section 9, Clause 7: “No Money shall be
drawn from the Treasury, but in Consequence of Appropriations made by Law; and a regular




AMSEL-CP
SURIECT: Reimbursable Order .Process

Statement and Account of the Receipts and Expend;tures of all pubhc Mcney shaI} be pubhshed
from time to time.”

| (2) The “Purpose” Statute, 31 U.S.C. § 1301(a) (2004): “Appropriations shall be applied
only to the objects for which the appropriations were made except as otherwise provided by law.”

(3) The “Miscellaneous Receipts” Statute, 31 U.S.C § 3302(b) (2004): “Except as
otherwise...provided an official or agent of the government receiving money for the government
from any source shall deposit the money in the Treasury as soon as practical mthout any
deduction of any charge or claim.”

b. Examples of Augmentation:

(-1) Augmentation may occur when one appropriation is used to pay costs associated with
the purposes of another appropriation. This would violate the Purpose Statute.

(2) Augmenting an appropriation by retaining government funds received from another
outside source without depositing those fumds in the Treasm'y This would violate the
Miscelianeous Receipts Statute.

¢. The following are some of the most frequently used statutory exceptions to the
M1scellaneous Receipts Statute:

(i) The Economy Act, 31 U.S.C. §1535 (2004). This authorizes interagency and
intraagency orders and allows activities to retain funds without depositing those funds in the
United States Treasury. The ordering agency must reimburse the performing agency for the
actual costs of supplying the goods and services. CE-LCMC organizations will use their
established reimbursable rates as the actual cost for “performing activity” workyear charges. An
.Economy Act order citing an annual or multiyear appropriation must serve a bona fide need
arising, or existing in, the fiscal years for which the appropriation is available for obligation. The
work to be performed under Economy Act orders shall be expected to begin within a reasonable
time after its acceptance by the servicing activity. The requesting activity should ensure in
advance of placing an order that such capability exists. The term “Economy Act” should be
referenced on the order, and the reimbursable workyear rate and total cost should be annotated
separately from any contract or other type costs included on incoming and outgoing orders,

(2) The Project Order Statute, 41 U.S.C. § 23 (2004). This statute applies to transactions
between military departments and DOD government-owned-government operated (GOGO)
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. establishments for work related to military projects. These GOGO facilities include shipyards,
arsenals, ordnance plants, manufacturing or processing plants or shops, equipment overhaul or
maintenance shops, research and development laboratories, testing facilities and proving grounds
which are owned and operated within DoD. Unlike Economy Act Orders, Project Orders cannot
be used outside of DoD and may remain open until the work is done. Project Orders cannot be
used instead of Economy Act Orders to extend the life of an appropriation. When placed with,
and accepted, by a separately managed DoD establishment, the project order serves to obligate
appropriations. The term “Project Order” should be referenced on the order, as well as an
adequate description of the work to be performed. At time of acceptance, there must be evidence -
that the work will commence within a reasonable time. DoD has adopted the Army 90 day
standard as reasonable time.

(3) Working Capital Funds, 10 U.S.C. § 2208 (2004). This authorizes the establishment of
working capital funds to finance inventories of supply and provide working capital for the operation
of certain activities. The receiving activity must reimburse the funds for the cost of goods or
services when provided.

(4) Military Leases of Real or Personal Property, 10 U.S.C. § 2667(d)(1) (2004}. Rentals
received pursuant to leases entered into by a military department may be deposited in special
accounts for the military department and used for construction of new facilities, facility
maintenance, protection, alteration, repair, improvement or environmental restoration, lease of
facilities and facilities operation support. All leases are managed and negotiated by the

- appropriate installation Garrison and Corp of Engrneers proponents where CE-LCMC activities
reside.

4. Proper Reimbursable Procedure.

- a. Military Interdepartmental Purchase Requests (MIPRs), DD Form 1144, Support
Agreements, or other agreed upon contractual formats for intragovernmental support, must have
‘complete description to identify service ordered, quantities, unit prices, period of performance,

- and basis for order.

' b. Customer orders must be received prior fo work performed.

c. Timely transfer of charges is required in the accountmg system to ensure custorners’ work
is not financed with direct funds.

d. A tracking/feedback system must be in place to record work perfonned for each customer.
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e. Where possible, administrative/management fees for contract administration should be
consolidated to prevent burden and cost to the accounting system.

£ For the transfer of charges process, each pay period:

(1) Ensure dollars and hours of reimbursable effort are properly reported agamst direct
and/or reimbursable J OAN(S)

(2) Complete transfer of charges based on actual iabor costs reflected in the appmpnate
accounting systerm.

(3) Complete transfer of charges for other than labor costs (travel, supplies). -

g. Performing activities Wﬁl notify ordering activities when the value of the order exceeds
funding needs pnor to completion of orders.

h. Upon completion of orders or at the end of the pertod the appropriation is available for new

obligations, the performing activity will reduce orders accordingly and return excess funds
to the ordering activity.

i. Performing activities will review unexecuted balances of reimbursable orders as of
30 June, 31 July, and 31 Augpst and promptly return excess funds te the ordering activities,

5. Apyplicable Financial References. Attached is a list of guidance and regulatlons affermg more
detailed information on the reimbursable process.

6. The point of contactis| =22 58 = Program Budget Division, Deputy Chief of Staff for .
Resource Managmnent (DCSRM), telephone COMM (732) 532-0553 or DSN 992-0553 e~mail
address: | {@mail. 1. mopmouth.army.mil

7. One Vision, One Mission ~ The Warfighter.

. i -
Reimbursable References - Cc&onel GS
' Chief of Staff

Encl 5

DISTRIBUTION: M, O &R



REIMBURSABLE REFERENCES

General Reimbursable Information:

®

CECOM Reimbursable Policy (99-17)

' CECOM Regulation (5-3), Command Agreements Program

U.S. Army Publishing Agency Home Page
AR 70-1 Army Acquisition Policy
http:/f'www.usapa.army.mil

DFAS-IN-Regulation 37-1
Finance & Accounting Policy Implementation

o Chapter 12, Orders, Earnings, Billings '
http://www.odesrm.hqusareur.army.mil/rmbud/Regs/Chap12.pdf

DoD Financial Management Regulation:

Volume 11 A:
o Chapter 1, General Reimbursable Procedures and Supporting Documentation
o Chapter 2, Project Orders

Volume 118:

o Working Capital Funds
http://www.dod.mil/comptroller/fmr/

DODI.4000.19 Interservice and Intragovernmental Support

bitp://www.dtic.mil/whs/ directives/corres/html/400019.him

Economy Act Orders:

L

31 UUSC § 1535
bttp//www4.law.cornell.edu/uscode/

Federal Acquisition Regulation (FAR) 17.505(d)
htip://www.arnet. gov/far/current/html/Subpart 17 5. himl

DoD Financial Management Regulation:
Volume 11A: o

o Chapter 3, Fconomy Act Orders
http:/fwww.dod. mil/coraptrolier/fmr/







MEMORANDAM OF AGREEMEXT
BETWEEN THE
RAPH) RESPONSE PROIECT OFF !( E
AND THE -
CRECOM LOVIC ACQUIBITION CENTER

!’um The: purpose ol the Momarendum of Agireement ( MGM it to ustablish 3
imnww\}rk for pefnibursuble services fo he provided by the US CECOM LOMC
Avyursition Center. Fort Monmouth 1o the Rupmd Response Project Ofﬁcc Font
Muonrsouth. ;

3 Agthiriny The CECOM LUV Bt Menmoush Aaquisition {erter 8 authorized to
iy gibo. 3 rermasuisto agreemont w it other US Govermient .igz.ﬂ:s.b wader the
Fepnomy At (31 USC Y535) dned 10 USC 303004,

3, Urepzra! Proyisions: To me extent matua by agreed to by the pdﬂﬁm seiguisitionand
somegst adinptation sssrstanee will e providod us requesiad aod Tundod By the K2

Proguct (iffee. Phe CECOOM LOMU Acgusithan Cenker wirios 1o plocess contract
agquisiiion, modification, und administration functions with diligence and dispateh.
“othing in this MliA shaft be constravt 18 16 requing the B2 Prajpct€9Mfee 10 use the
serviges, hot i ceguire the CEOOM LUMO Acquishion Cunter (o steopt the assignments
ol the B2 Project Office. However, buth partiss expeet implementation of this MOA w
wessdtin dcqmsﬂmrs stnch comtroct sdmimstration asistance o be rcﬂdcml tax thre RE
Project iTice by, tie CECOM LUMC Acyuisision Conter subjeat bo exisnng persanict
comstraivis.

4. Ssope pf Assistance:

. Persenped i addition wo sssistance provided Trom the CECOM LOMC
Acquisition Center hightr-level munugement resources, the CECOM LOMC Acyuisition
Centier will vstablish an acquisition group locatsd ity the CECOM LOML Acquisilion
Cedler, Fort Momnouth, The group; funded by the RZ Preject Offics, will consistaf :
wvonty-one (21) positions-from the following job classificalions: ] 162 Contrast Specialist
YOS VLAY and YC D2, The aroup wil} iriciude a1 metdfitional gne (1) 1102 Contriret -
Spesinhal funded by the LEC with AW and une 13 GS-1 199404 F,ast Frack Student,
There will e a toh of twonty-three (23 CECOM 1 OME ﬂwqmmhm Cunier emplovees
supporting the R? Prsgram,

b. Serviows Acquesition assistance shall be comprrsed of all fiose fanctions
narmslly performed by the CECOUM 1M Acquisition Center in conduting
-prscurements umkb adninistering contracts for the Deparimuent of the Army in secordunce
with g wagsion and function,

5. Fumgihg: Al designmed reimbursible wppnr managed, supervssed or performed by
m;( EOONE LOMC f\cqu:s;tron Camder fur the B2 i’mfcct CHGgE uhzzif by findist by ﬂae

i o




B2 Prgect (ffice. Additonaify. tavel, o ertone Sl oifice sappites rogured by the B
CRUON LOME Acquisition Uenter Feam w § be fanded By e B2 Progect Ottice, s -
aproud tit tesaurees sre 1o he fomded v o searly hasis and thal the B2 Project {Tios
w il natity the CECOM LOMC Acguisition Center of wny curtaifvient of the program,
which may oceur, and give the CECDM LUMC Acquasition Ceglor 180 days toteee i
resource support is 1o be curtatied. The R2 Projeet Offee witl prowide the CECOM
LOMC Agquisition Center with a projueiud devel of suppen requirtd fur the next fscal
vear hy the end ol the third quartér of the proceeding fiscal year, The B2 Prorect Office
will reimburse the CECUNM LOMC Ac