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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 A]. 

The Department of the Army (DA) 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 1 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 

I The Privacy Act of 1974, Title 5, USC Section 552a. 



web-site, in your public library or in any other forum in which it will be accessible to 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 (OSC) 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 anonymous 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 Off1ce 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 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 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 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. 
OSC-Referred Allegation 3. A memorandum purportedly written in 2008 by Mr. CECOM 08 
(Retired), the CECOM LCMC 08 Officer, acknowledging the need to 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 system.2 

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 ofCECOM LCMC. 
OSC-Referred Allegation 5. Mr. Director CECOM lRAC Office, the I-lead 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. 

2 In its 30 November 2010 transmittal to the Secretary, OSC provided a copy orv.s. Army CECOM Life Cycle 
Management Command, Draft Report 4-A-08, 7 May 2008, by CECOM IRAC Evaluator and CECOM IR Lead 
Evaluator, and Draft Response, by CECOM G8 (Retired), G-8. [TAB BJ. 
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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 attributable 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 oftime 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 ofCECOM 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. S. Army Materiel 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 commandjurisdiction.3 

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 (I), [TAB C] under the provisions of Army 
Regulation (AR) 15 - 6, Procedures For Investigating Officers and Board o/Officers with a 
mandate to investigate the allegations forwarded by the OSC. [TAB D]. On 3 February 20 11, 
Former MG Commanding relieved 10 CECOM 15 -6 IO(l)from her duties and responsibilities 
under that appointment due to family medical concerns, and appointed CECOM 15 - 6 
IO(2)CECOM 15-610 (2)as the new 10 (lO-2). [TAB EJ. 

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 

3 CECOM was headquartered and physicallY located at Fort Monmouth, New Jersey. However, as a result ofthe 
2005 Base Closure and Realignment Commission (BRAC) recommendation, many of the command, control, and 
administration functions were transferred to Aberdeen Proving Grounds beginning in early 2009 as part oflhe 
transition for Fort Monmouth's closure and movement of many ofCECOM'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. Over 7,000 employees were impacted by the CECOM BRAC closure. As 
typically occurred with BRAC "moves", the R2 Project Office was operating under a split office concept as some 
office personnel were working from the Fort Monmouth office location while others had fonned the advance team 
and were working ITom the new APG site. At the time in question, Mr. Director CECOM lRAC Officewas located 
at APG while Mr. CECOM IRAC Lead Evaluator and Mr. CECOM lRAC Evaluator were located at Fort 
Monmouth. Mr. Director CECOM lRAC Office, Director, CECOM Internal Review Office, changed his duty station 
ITom Fort Monmouth, New Jersey to APG, Maryland on 27 April 2009. Mr. CECOM IRAC Lead Evaluator, Lead 
Evaluator, CECOM Internal Review Office, left CECOM/the Army effective 16 July 2011. Mr. CECOM IRAC 
Evaluator, Evaluator, CECOM Internal Review Office, resigned from his position with CECOM Internal Review 
Office and left CECOM effective 14 July 2012. 
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the facts. The investigation was underway and was nearing completion when an Army Criminal 
Investigation Division Command (Cm) Special Agent advised the Army Office of the General 
Counsel (OGC) in April 2011 that in response to a Department of Defense Office of Inspector 
General (DoD IG) Hotline complaint made by an anonymous complainant, a criminal 
investigation had been initiated by cm, 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, OGe instructed the AR 15-6 investigation to temporarily stop and have the work 
product from that effort be shared with the cm agent for his use and await the completion of the 
Army cm investigation. The cm 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 into any 
additional matters. 

Upon the CID's final review of the AR 15-6 ROI, it determined that the AR 15-6 ROI had 
advanced far enough to provide sufficient facts which addressed its concerns, particularly with 
respect to whether any criminal \"Il'ongdoing 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 10 and what additional activity the cm may need to take and 
completed or revisit, OGC conducted a teleconference with representatives from the cm, the 
Army Audit Agency (AAA), as well as the local Army field counsel to discuss the status of the 
cm investigation. As a result of this teleconference, the cmc concluded 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 ultimately conclude whether there 
was any criminal wrongdoing uncovered based on the allegations at issue. 

On 16 August 2012, the em 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 OGe." 

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 - 610 (3)CECOM 15-610 (3),4 was appointed to undertake the additional efforts 
needed to conduct the supplemental investigation. [TAB FJ. The new investigator reviewed the 

4 Me. CECOM 15-610 (3) is the Deputy Director of Communications-Electronics Research, Development and 
Engineering Center. 
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draft ROI and began his efforts in furtherance of the supplemental investigation. Unfortunately, 
initially, 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 10 submitted his draft ROI for 
OGC review on 7 November 2012. Upon review of that draft ROI 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 10 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 infonned 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 CAMC) 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 Anny'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 overhaul every type of 
major weapon system in Anny inventory. 

AMC unifies and synchronizes all of the materiel 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, 
materiel 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 rcadiness of 
C4ISR5 systems and mission command capabilities for joint, intcragency and multi-national 

5 Anny Team C4ISR is comprised of the commands listed as follows: U.S. Anny 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. Anny Communications 
Electronics Research, Development and Engineering Center. They were part of the BRAC move prcipated by the 



forces worldwide. CECOM's function is the Warfighter's "one-stop-shop" for life-cycle 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 rigbt equipment is in the 
right place at the right time. 

CECOM is comprised of approximately 13,000 military, civilian and contract personnel 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 LandWarNetiBattle command 
systems. 
• Logistics and Readiness Center (LRC), Aberdeen Proving Ground, Maryland: LRC provides a 
global logistics support for C4ISR systems and equipment through rapid acquisition, 
maintenance, production, fielding, 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 tbe 
modem 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 thaJl 80 forward repair activities. 
• U.S. Army Information Systems Engineering Command (USAISEC), Fort Huachuca, Arizona: 
USAISEC provides systems engineering services, installation, integration, implementation and 
evaluation 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 lindefinite Quantity (IDIIQ) 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 Aberdeen Proving Ground. 
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contract that consists of eight separate Indefinite Delivery/Indefinite Quantity (lDIQ) 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 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 R2 ECBS was developed in Domin06 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 SQe 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 20 10 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 R2ECBS 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 offiee 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 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. 

6 Domino is a LOTUS Notes computer programming language 
, SQL is a Microsoft software application used for confi.guring. managing, and administering data processing 
using both script editors and graphical tools. 
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· In 2003, the total number of (Task Orders) was 187 for the total year with costs at $552 
MIllIon. By FY 2007 that number grew to 272 separate Task Order with a cost over $4.389 
Billion dollars. The R2 ofiice was concurrently managing over 2500 separate JOANs which 
made it impractical to track the costs and expenses associated with each individual] OAN. 
In August 2007, the R2 Project Ofiice initiated a Fee Model study to ultimately assist them with 
customer pricing and to improve overall management of business operations. The fee model was 
in the process of being developed by a SEC contractor and funded through R2's SEC Functional 
Support Agreement. The fee model 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 considers 
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 15-610 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 10. 
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 OGe. 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 referrcd allegations in light of relevant testimonial and 
documentary evidence gathered during the investigation follow. 

Director LRCCRetired), 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 to ensure compliance 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-l J from the CECOM LCMC IR office which indicated that the R2 
project office was in compliance \vith guidance but that the CECOM 08 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 each individual order. At this time, summer 2008, we were beginning the 're-compete' of 
the next generation of R2 contracts. Our focus in the R2 office 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[ameJ 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 20 II statement, Mr. CECOM G8 (Retired testified that as the 08 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 year 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 billable hours, I 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. I 
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 08 (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 exclusively. They did not acquire DCSRM support." 
In his October 9, 2012 statement, Mr. CECOM G8 (Retired) stated that "(tJhe 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 08 (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 to 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 08 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 08 (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 08 (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 
08 (Retired) stated that based on his office's review of the R2 operations, his main 
recommendation was focused on addressing carryover funds, an issue he discussed in greater 
length in his earlier 15 February 201 1 statement 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 08 (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 08 (Retired) stated that some of the draft recommendation of the IR Report were not 
accepted by the 08 specifically citing that the flat fee for service business process was not 
accepted and that the 08 recommendation was that the level of effort should be factored into the 
fee for service determination. In his October 9, 2012 statement, Mr. CECOM 08 (Retired) 
further elaborated on this point by testifying that, in his opinion, the draft lR Report 4-A-08 was 
not put in final because the 08 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 08 (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/Project 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 of22 February 2011, Ms. Fonner 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. Fonner 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. Fonner Project 
Manager, R2 Project Office also stated that pursuant to CECOM G8 guidance, at "[ e Jach 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. Pormer 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 level of effort reimbursed for those who 
provided support services to the R2 Office: 

"The contractor support was moved to a FFp8 contract by the Acquisition Center in 2006 
or 2007. Since it is a FFP contract, there is no method by which to detennine costs per 
man year 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, I believe. From the AC [Acquisition 
Center], we had three contracting officers (GS-13s), a branch chief (GS-14) and their 
teams which were a mixture of GS-7s thru 12s and 1 or 2 SCEPS 9 I am not exactly sure 
of the breakout, but it would be on the SLAs ... J().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. Fonner 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 follovving: 

8 "FFP contract" is a "firm fixed rice contract.)) 
9 "SCEPS" is the "Student College Education Program students." 
10 '"'SLA" is "Student Learning 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 2417 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 
deve/oping, 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 ofthe contracting actions." 

In her 22 February 2011 statement, Ms. Former Project Manager, R2 Project Office stated 
that with respect to the CEOCM LCMC Internal Review Office review of the R2 Office business 
practices, Ms. Former 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 
LRCCRetired) was briefed on the results of the review. As a result of the review we 
leamed there was a difference of opinion between the 08 and the legal office as to what 
satisfied the intent and spirit of the Economy Act with regard to actual costs. The 08 
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 law and OAO findings established that there is some flexibility in applying the 
actual cost standard as long as there is reasonable assurance that the performing activity 
is not augmenting its appropriation. As the R2 Office was a 100% reimbursable 
organization, we clearly were not augmenting our appropriation. However, we did 
establish an IPT to resolve the 08 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 08 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. 



(Former) Team Lead Program Analyst R2 office, Program Analyst Team Leader, Rapid 
Response Proiect 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 lOANS 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 IIA, 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 elements 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 workload. 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 Intemal 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 Oftlce. 

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 only 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" tcnn 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 periodically. 
In that manoer, they would "use historical data, based on past experience, to forecast the actual 
cost/fee to be charged for certain sen'ices." Il'u. CEeOM 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 Intemal 
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 ASSIST ANT TO CECOM 
CHIEF COUNSEL but authored by Mr. CECO M A TTO RNEY which included updated case 
law. In his interview with the ]0 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 ]0. Further, with respect to 
the 31 March 2009 legal 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 a 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 10 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 fec" 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 G8 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 all 
orders were charged the same percentage fce, but R2 was moving to remedy this. I cannot 



comment specifically on past practices and any violations, but they were trying to figure 
a better way to do this." 

CECOM lRAC Lead Evaluator, Lead Evaluator, CECOM Internal Review Office 
Mr. CECOM lRAC Lead Evaluator provided two statements during the investigation dated 

19 January 2011 and May 25, 2011. [TABS H-I, 9 January 2011; and H-2, 25 May 2011]. Mr. 
CECOM lRAC Lead Evaluator was the lead investigator within the CECOM Internal Review 
Office who worked with Mr. CECOM lRAC 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 lRAC 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 unfamiHar with the operations to that point. 
Other than just some basic knowledge about it." 

In his 19 January 2011 statement, Mr. CECOM IRAC Lead Evaluator stated the following: 
"CECOM IR Evaluator and I, 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 
G8 (Retired) and input from Legal that indicated the R2 office was operating in violation of the 
Economy Act. I looked at it, 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 
G8 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 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, or 4, I 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 accow1ting similar to what I would call a legal arrangement for the 
costs outside of the contract costs meaning the costs associated 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 into 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 I 
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 [RAC 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 
to 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, se!ling his New Jersey 
residencc, 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 rcceived a poor annual 
performance rating and a reduced performance award as a result of his voicing his concerns. 
Further, when Mr. Director CECOM lRAC 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 he 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 [RAC 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 [RAC Lead Evaluator's perceived shortcomings. In 
October, Mr. CECOM lRAC Lead Evaluator received a "3" for his TAPES performance rating 
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but he believed that he should have received a '1' II 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 Agreements" 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 seek 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 
fieldwork. Mr. CECOM lRAC Lead Evaluator testified that Mr. Director CECOM lRAC Office 
sent AMC IR and AAA a request "persuading them not to look 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 to 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 ol)tlined in the July 2008 
opinion we received from 08. I assume Director, CECOM IRAC Office didn't provide any 
comments to the draft report because the inaccuracies he initialed provided 10 AAA were in the 
final public report. So there is e-mail from Director, CECOM lRAC 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 lRAC Office via AAA dratt 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 2011], 

CECOM lRAC Evaluator, Evaluator, CECOM Internal Review Office 
Mr. CECOM lRAC Evaluator, along with Mr. CECOM IRAC Lead Evaluator, was one of the 

two investigators on the CECOM IR review learn of the R2 Project Oilice. He provided a 
statement dated 1 9 January 2011. [TAB I, 19 January 201 I]. The objectives for the review were 
sel by the requestor in this case it was the CECOM 08 office. As the review progressed it was 
apparent that the R2 office used a reimbursable method that was outside the 08 approved 
method, using a percentage of contract obligations as its "means of charging a fee for services." 
Mr. CECOM lRAC Evaluator testified that he "determined that R2 carried over approximately 
$8 million in fee money from the prior year. We sought 08'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 08 office believed this reimbursement method was 
inaccurate and disagreed with the CECOM legal opinion which stated that R2 could continue to 

!1 Under the rating system for performance evaluations in operation at the time, the Anny performance program was 
knows as the "Total Army Performance Evaluation System" or "TAPES". The "top block" is the number "I" with 
lesser overall ratings being progressively lower to the bottom rating of "5" .. 



operate in its currcnt manner. An Il'T 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. Additionally, Mr. CECOM [RAC Evaluator testified that the objectivcs ofthe 
review are usually set by the customer, who in the instant case regarding the R2 review; it was 
the 0-8 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 
repOli was not issued. I-Ie stated that the normal process for issuing a report is that they issue a 
report whether the report is "good, bad or indifferent." Mr. CECOM [RAC Evaluator stated that 
the IR office develops findings relative to the objectivcs of the audit and makes 
recommendations. The entities involved arc given a copy and pennitted to concur or non-concur 
and comment on the findings. 
Lastly, he was aware that the AAA had issued a repOlt on appropriate fee schedules which was 

the same subject as the CECOM lR report involving the R2 Office. He agreed with the AAA 
report that stated that the use of percentage fees was not an appropriate way to conduct business. 
However, he was also aware that his offtce 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 !RAC Office provided four lengthy statements in testimony 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 201 J; .1-2,25 March 2011; .1-3, 4 October 2012; and J-4, 9 January 2013J but have 
only highlighted below portions of his testimony that are representativc of the numerous issues 
that he addressed in his statements. 

At the time of the Audit review of the R2 project, Mr. Director CECOM IRAC Office was the 
Director of the CECOM IR off1ce. He still holds that position. The Senior Executive Service 
Director for the Logistics and Readiness Center, Director LRCCRetired) had asked the G8 to 
review the R2 Off1ce reimbursable rates. Mr. Director CECOM [RAC Office explained that: 
"Before proceeding therc were discussions between G8 and IRand CECOM G8 (Retired) (Chief 
of G8) 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 off1eial requcst 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 from what is now the CECOM Contracting Center. Their labor is totally 
reimbursable and they were dedicated to R2 full time." [TAB .1-1, 13 January 2011 J. Mr. 
Director LRC(Retired) requested the CECOM lR review of R2 Office reimbursable rates on 
2. January 2008. Mr. CECOM [RAC Lead Evaluator and Mr. CECOM !RAC Evaluator were 



tasked to perfonn the review.12 Mr. Senior IR Evaluator for Reviews took over as the tcam lead 
towards the end of the field work portion of the review. This was a regular review pursuant to 
AR 11-7 guidelines. All the fieldwork was completed by the IR team. The review was never 
terminated. After his office issued the draft 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-l, 13 January 201 1J. 

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 GS. The 
G8 non-concurred with the IR recommendations. The G8 felt that it was necessary for the R2 
oft Ice 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 "infonnal" final report to Mr. Director 
LRC(Retired), the customer. Mr. 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 G8 (Retired) thought was fine to estimate how much to charge a customer in 
the beginning hut 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 Of1ice thought would be solved by introducing a new software system to 
deternline those calculations. AR I J -7 indicates that a final report can be released through 
infornlal communications and Mr. Director CECOM IRi\C Office considered the e-mail traffic 
to constitute sufficient infonnal means of transmitting the final report. Also, Mr. Director 
CECOM lRAC Of1ice stated that it is not unusual for his office not to issue final reports and just 
issue draft reports. 

Mr. Director CECOM lRAC Office stated that regarding the "infonnal" final report that he 
issued to Mr. Director LRC(Retircd), Mr. CECOM IRAC Lead Evaluator: 

"probably never realized that the email served as our final rcport. 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 (l) Communicate the results of reviews to those charged with 
govcrnancc, the appropriate officials of the review entity, and the appropriate oversight 

" Mr. Director CECOM IRAC Office pointed out that his office starf are nOt auditors. They are classified as 
Accountants (lntcmal 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 LRCCRetired) was the appropriate official of the reviewed activity 
while Mr. CECOM 08 (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, I 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 review again, I would make sure that I 
and the IR team met with the Director of 08 during the fieldwork phase of the review and 
get her viewpoints/decisions when it came to charging a flat percentage fee. I would also 
research other audits that covered the same subject to determine if there were any 
precedents already established." [TAB J-3, 4 October 2012]. 

Mr. Director CECOM lRAC 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 mislead of provide 
incOITect infonnation to AMC, or the Army Audit Agency. Mr. Director CECOM IRAC Office 
detailed what happcned 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 JRAC Lead Evaluator included in this draft report on this matter. Mr. Director 
CECOM !RAC Oflice emphasized that: 

"As the Director of the Internal Review Office, I rely heavily on my evaluators' 
assessments and information that they gather during their reviews I did not know 
anything about R2 returning funds until Messrs CECOM lRAC Lead Evaluator and 
CECOM IRAC Evaluator told me. Mr. CECOM lRAC 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 thc auditors' professional knowledge, skills and experience to diligently perform, 
in good faith and with integrity, the gathering of infonnation and the objective evaluation 
of the suf11ciency 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 I would question 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: If R2 
management (I believe Ms. Former Project Manager, R2 Project Office made a similar 
statement in her testimony) had stated that they retum funds to their customers, I, 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 
Oftice; I could not find any file with such evidence (e.g., a Military Interdepartmental 
Purchase Request (MIPR). I did find one workpaper that contained a spreadsheet that 
mentioned that funds were returned but no additional documentation to support that 
conmlenl. In .lune 2008, T received a telephone call from Mr. AAA Auditor, AAA, about 
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the AAA Audit. I told Mr. AAA Auditor, that my office had spent the last three months 
looking at R2's reimbursable rate and whether it was appropriate. The review was 
requested 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 08 Office. 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 audit agency audit I 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 
thcy were paperless. I sent an email message on 2 June 2008 to Messrs. Director 
LRC(Retired) and CECOM 08 (Retired) about my conversation with AAA In the cmail 
message I mentioncd that I sent a separate email message to, the HQ AMC IR Director 
(at the time) with the same information. 11 was during my telephone conversation with 
Mr. AAA Auditor that I mentioned about R2 returning some of the funds back to their 
customers. Although I offered to provide our workpapers on our review of the R2 OfTice, 
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 wcre charging flat fees and the 
applicahle statutes that governed the flat fees I 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 Ot11ce." [TAB J-4, 9 January 20U]. 

Also, Mr. Director CECOM IRAC Office discussed the issue of whether or not the R2 OfTice 
was refunding costs in 2007 and 2008 as well as what the CECOM lR 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 Orticc returning funds to their customers: 
"The information (returning funds) originated from an informal discussion that I had with 

Messrs. CECOM lRAC Lead Evaluator and CECOM lRAC Evaluator during their 
review of the R2 Officc. 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 a fc)rmal 
setting, as well as, an informal setting. When wc start any review, we research the 
appropriate statutes, regulation and local policies that peliain to the area that we are 
reviewing. In the case of the R2 Offlce charging fees, there are local and Army 
regulations, as well as, the Economy Aet. The local reimbursable ratc 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 
10 our review at the onset of our review (approximately mid January 2008). In addition, 
Mr. CECOM IRAC Lead Evaluator received an email (on 20 March 2008) from Ms 
Former Project Manager, R2 Project Oftice which stated "Here is the re-validation fyom 
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.legal on the Economy Act." Attached to the email me sage was the legal opinion 
covering "Fee for Service Charges". Mr. CECOM lRAC 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 I 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 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", Mr. CECOM !RAC Lead 
Evaluator 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", Mr. CECOM IRAC Lead Evaluator 
VvTote "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 j()r 
immediate management of income and expenses during a given period. In our opinion, R2 
personnel are actively and cffectively 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 Mr. R2 ADMIN SUPPORT COST IPT Leadk (G8 Office), he slates "In the attached 
memo R2 has indicated that G8 has answered all of its questions and understands G8' s 
requirements. Therefore, temporarily this IPT docs 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 IP,], tcam will 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 Department, Acquisition Center, Intemal Review, R2 and 
G8." [TAB J-4, 9 January 2013]. 

Lastly, Mr. Director CECOM IRAC Office was very apologetic as to the fact that had anyone 
approached him to explain or justify the results of his oflice's review of the R2 Project Ofiice 
fees issue and the IPT effOlt that was established to address the review's concerns, then the 
subject AR 15-6may have been avoided with his opening up the oi1:ice'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 occurred: 

"It is my opinion that the AR 15-6 investigation could have been avoided if the 
'whistleblower' contacted me, Mr. CECOM !RAC Lead Evaluator 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 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 'whistlcblowcr" would have been privy to the 21 August 
2008 e-mail that I sent to Mr. Director LRCCRetired) and Mr. CECOM G8 (Retired) 
where I provided an 'informal' final report to both directors. As the IR Director, I have 
the latitude and flexibility to issue a 'formal or informal' final report. 

In addition, Mr. CECOM lRAC Lead Evaluator in his composition of the draft report on the 
Review of the R2 O!1ice revealed no major problems with the R2 charging a Hat fee or carrying 
over $8.4 million form one fiscal year to the next fiscal year. In fact, on 8 May 200S, 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." By contacting me or my office, the 'whistlcblower' 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 I) ensured that the contents and conclusions of the draft report 
were properly supported through work papers that arc maintained in the permanent lile, 
Anyone who reads the contcnts 0 f the dran report, along with the supporting em ails, 
would conclude that: (i) the IR team felt that the R2 Office was operating properly; (ii) 
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 thc creation of an In Process Team (to includc members form the R2, 08 and 
IR Otlices; and (vi) the LRC Director directed the R2 Office to follow the guidance 
provided by the GS. Lastly, once we received the formal response from Mr. CECOM G8 
(Retired) that he non-concurred with our recommendations to charge a Hat 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, 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 Hat fee, they did not seek any communication with Mr. 
CECOM G8 (Retired) who has the tinal say on funding policies."[TA13 ,1-3, 4 October 
2012]. 

Mr. Director CECOM IR.AC Office's testimony made clear that as the Director of the Internal 
Review Office, he should be able 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 IR.AC Lead Evaluator's work product given 
the following: 

"As evaluators performed their reviews, they usually gave me verbal updates during the 
reviews. I entrusted my staff to perform their reviews per AR 11-7 and DA Internal 
Review Evaluator-: Standards. I felt no need to distrust my staff to go out and seek 
answers in order to answer our objectives. I gave guidance and questioned whether the 
evaluators had obtained the necessary information from the audited activities. The 
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evaluators then preparcd 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. [ concurred and my 
feedback did not atIect the evaluators' findings and recommendations as evidenced when 
Mr. CECOM [RAC Lead Evaluator released the draft report to the R2 Office and G8 
Office." [TAB 1-3,4 October 2012]. 

Mr. Director CECOM [RAC 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 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 [RAC Lead Evaluator released the 
drai't report via an e-mail message to the R2 OfficeandG8 Office. Mr. CECOM [RAC Lcad 
Evaluator stated in his email message 'We really believe the fee percentage is the most accurate 
method to base the R2 reimbursable rate." [TAB .1-3, 4 October 20 12]. 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. Director, LRC, Director, CECOM Logistic and Readiness Ccnter 
Mr. Current Director, LRC succeeded Mr. Director LRC(Retired) as the cun'ent Director, 

CECOM Logistics and Readiness Center in July 2011. The]O interviewed him to determine if 
the issues that had sun-ounded the R2 fee issue had been corrected since the time the IR draft 
fmal report ,vas issued and the IPT had completed its efforts. Mr. Current Director, LRC testified 
in his 10 Octoher 2012 statement that today, the R2 Project Ollice received reimbursable support 
from the APG-AmlY Contracting Center, the CECOM SEC, CECOM G-2, and CECOM Legal, 
all located at APG, Maryland 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 tbe LRC as a wbole to 
include the R2 Ol1ice. Further, he testified that "I've reviewed the structure and have reduced 
manning over the past year to be consistent with forecasted business. Additionally, [ review 
program status to include finances on a weekly basis as part of my senior leader update. The data 
for tbe R2 Ol1ice is captured from the R2 Integrated Date Environment and summarized for my 
review.~' 

AAA Auditor, Auditor, Army Audit Agcncv 
Mr. AAA Auditor was interviewed on 3 October 2012. He testified as to the circumstances 

surrounding the AAA's interest in including rcfercnces to the CECOM IR Office's review of the 
R2 reimbursable ratc process issue in the AAA report that studied that mattcr across the Army 
during thc 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 Reiiiy, the CECOM IR point of contact, by email and also 



discussed the AAA effort with Mr. Director CECOM lRAC Office. The AAA was kept apprised 
of the CECOM IR elTort which had becn underway before the AAA effort was initiated. 
Though Mr. AAA Auditor could not attest to the methods used by the CECOM IR in its review, 
Mr. AAA Auditor asselied that their: 

"findings seem sound and reasonable based on the e-l11ails received. We never received a 
copy of the CECOM lR 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-ALC, 23 
Febmary 2009, was published and included a reference that the AAA rcport acknowledged that 
the C[COM 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 inf()[mation to inform, conduct our field work, and develop our own findings 
and recommendations. We would have to validate any recommendation from outside 
organizations. '1 

R2 ADMIN SUPPORT COST IPT Leadk, Operations Research Analvst, Cost Analvsis 
Division, G8, Directorate of Resource Management 

Mr. R2 ADMIN SUPPORT COST IPT Lead provided a statement on 17 February 201 I. He 
testified that he was the IPT coordinator but not the initial coordinator when the IPT was 
established. Mr. R2 ADMIN SUPPORT COST IPT Lead commented that the when he first 
assumed his IPT responsibilities, the relations between the 08 and the R2 Project Office "were 
strained. The various issues concemed charging fees versus accounting for expenses and bilIing 
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 year end funding status." 

Mr. R2 ADMIN SUPPORT COST IPT Lead stated that he "gathered experts in different field 
to solve the problem" and during the IPT was active, "significant piece of information surfaced. 
A legal opinion was found conceming "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 infomlation 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 IPT's 
deliberations and the OS's position at the end of the IPT: 

"The IPT prepared a presentation to the G8 outlining an approach that would satisfy the 
08 concerns stemming from their interpretation of the Economy Act. The presentation 
captured the issues, proposed solutions and inquiries. This was prcpared and presented 
during the Fall of2008. The 08 responded to the IPT at the end of March 2009 providing 
answers to all the questions. A kcy element of the response was the recommendation that 
the R2 Office continue to pursue with the SEC the development of time tracking 
software. The 1PT, which included tR2, G8, and Legal, continued to meet a few more 
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times to develop milestones for implementation f 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 assistance was no longer required." 

CURRENT R2 PROJECT OFFICER, R2 Proiect Office, R2 Project Office 
Mr. CURRENT R2 PROJECT OFfICER became the new R2 Project Officer after Ms. 

Former Project Manager, R2 Project OJIice left CECOM. Mr. CURRENT R2 PROJECT 
OFFICER testified on March I, 20 II. 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 
Oflice 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." 

Dcputv Director ACC APG, Deputv Director, Armv Contracting Command/APG-C4ISR 
Mr. Deputy Director ACC APG testified on 25 February 20 II. He stated that his office, 

previously known as the CECOM LCMC Acquisition Center, had personnel that were solely 
dedicated to the R2 Project Office, which had bcen 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 other 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 
RELEV ANT FISCAL AUTHORITIES 

L The Economy Act, 15 U.S.c. §1535 
31 U .S.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~· 
(I) amounts arc available; 
(2) the head of the ordering agency or unit decides the order is in the best interest of the United 
States GovelTIment; 
(3) the agency or unit to Jill the order is able to provide or get by contract the ordered goods or 
services; and 
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(4) the head or the agency decidcs ordered goods or services cannot bc provided by contract as 
conveniently or cheaply by a commcrcial enterprisc. 
(b) Payment shall be made promptly by check on the written request of the agency or unit filling 
the order. Payment may be in advance or on providing the goods or services ordered and shall be 
for any part orlhe estimated or actual cost as detennincd 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. 
(c) 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 
or 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--
(I) providing goods or services; or 
(2l making an authorized contract with another person to provide the requested goods or 
servIces. 
(e) This section does not--
(ll authorize orders to be placed for goods or services to be provided by convict labor; or 
(2) afIect other laws about working funds. 

2. 48 C.F.R. IS.SOl-3; Federal Acquisition Regulations (FAR) 17.502-2 
17.502-2 The Economy Act. 
(a) The Economy Act (3 J USc. J 535) authorizes agencies to enter into agreemcnts to obtain 
supplies or services froIl1 another agency. The FAR applies when one agency uses another 
agency's contract to obtain supplies or services. If the interagency business transaction does not 
result in a contract or an order, then thc 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 spccific statutory authority docs not exist. Examples of 
more specific authority are 40 U.S.c. 50 I for the Federal Supply Schedules (subpart 8.4), and 40 
U.S.C. 1 1302(e) I'or Governmcnt wide acquisition contracts (GWACs). 
(c) Requirements for determinations and findings. 
(1) Each Economy Act order to obtain supplies or services by interagency acquisition shall be 
supported by a determination and findings (D&F). The D&F shall-
(i) State tbat usc of an interagency acquisition is in the best interest of the Government; 
(ii) State that the supplies or services cannot be obtained as conveniently or economically by 
contracting directly with a private source; and 
(iii) Include a statement that at least one of the foliowing circumstances applies: 
(AJ The acquisition will appropriately be made under an existing contract of the servicing 
agency, entered into before placement of the order, to mcct the requirements of the servicing 
agency for the same or similar supplies or services. 
(E) 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. 
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(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 omcial designated by the 
agency head, except 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. 
(d) 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 tbe agencies. 
(2) If approved by the servicing agency, payment for actual costs may be made by the requesting 
agency after tbe supplies or services have been furnished. 
(3) Bills rendcred 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 rcquirc, or the requesting agency pay, any fec or 
charge in excess of the actual cost (or estimatcd 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, 
I ntcl'ageney Acquisitions 

217.500 Scope of subpart. 
(a) Unless more specific statutory authority exists, the procedures in FAR Subpart 17.5, 

this subpart, and DoD! 4000.19 apply to all purchases, except micro-purchases. made for DoD 
by ,mother agency. This includes orders under a task or delivery order contract entered into by 
the other agency. (Pub. L 105-261, section 814.) 

217.51l3 Ordering procedures, 
(d) When the requesting agency is within DoD, a copy of the executed deternlination and 

findings required by FAR 17.502-2 shall be furnished to the servicing agency as an attachment to 
the order. When a DoD 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. Department of Defense Instruction (DoDI) Number 4000,19, SUBJECT: Interservice 
and Intergovernmental Support, August 9,1995. 
DoD! 4000.19, Section 4.6.3, Payment. 
4.6.3. Payment. Reimbursements for support provided via a support agreement must bc executed 
with a funds transfer instrument (e.g., Military Interdepartmental Purchase Request, Job Order) 
in accordance with Chapter 26 of the DoD Accounting Manual (reference (k)) and Volume lIB 
of the DoD FinancialManagement Regulation (reference (I)). 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. SUppOlt agreements entered into with non-DoD Federal 



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 I, II, and HI. 

Principles of Federal Appropriations Law, 3rd
, Ed., Vo!. n, Chapter 6, The Augmentation 

Concept 

As a general 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 level 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 anlOunt to a usurpation of the congressional prerogati ve. Restated, 
the objective of the rule against augmentation of appropriations is 10 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 docs this by appropriating funds from thc 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 f(Jr by its appropriations. An agency may not circumvent these limitations by augmcnting 
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." 
B-300248, Jan. 15,2004 (citations omitted). 

There is no statute which, in those 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.C. § 3302(b), the "miscellaneous receipts" statute. 

31 U.S.C. § 1301(a), restricting the use of appropriated ii.mds to their intended purposes. 
Early Comptroller or the Treasury decisions often based the augmcntation prohibition on the 
combined effect of 31 U.S.c. §§ 3302(b) and 1301 (a). See. e.g., 17 Compo Dec. 7! 2 (I 9! I); 9 
Compo Dec. l74 (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 for his or her official duties 
from any source other than the government of the United States. 

Principles of Fcdcra! Appropriations Law, 3rd
• Ed" Chapter 12(B) Interagency 

Acquisitions 
(2)"Actuai cost": meaning and application 



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 applies to both intra- and interagency transactions under the Act. 57 Camp. Gen. 
674,684 (1978). Unfcntunately, as the decisions have pointed out, neither the statute nor its 
legislative history address the meaning of the term "actual cost." Id. at 681. 

In setting out an analytical framework, it is useful to start by recalling that agencies using the 
Economy Act must avoid the unauthorized augmentation of their appropriations. B-250377, lan. 
28,1993. Charging too mueh augments the appropriations of the performing agency. B-45108, 
B-48124, Feb. 3, 1955; B-101911-0.M.,Apr. 4,1951. Charging too little augments the 
appropriations of the ordering agency. 57 Compo Gen. at 682. In connection with this lattcr 
proposition, GAO quickly recognized that the Economy Act legislatively abolished the prior 
decisional rule that limited the perfOlming agency's recovery to additional costs. 12 Compo 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 
legislative history docs provide. 
The following passage ii'om 57 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 docs 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 materials pursuant to inter- and intra-agency orders 
by an agency of Government in a position to perform the work or service; (2) diminishing 
the rel uctance of' other Government agencies to accept such orders by removing the 
limitation upon reimbursements imposed by prior [GAO] decisions [fe)otnote 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 elemcnts of cost that the Act requires to be included in computing 
reimbursements are (hose which accomplish these identitied congressional goals. 
Whether any additional clements of cost should be included would depend upon the 
circumstances surrounding the transaction." 

Thus, the universe of eos(s may be divided into required costs and what we may (ern1 
"situational" costs. 
Required costs consist in large measure of direct eosts--expenditures incurred by the perfonning 
agency wbich are specifically identifiable and attributable to performing tbe transaction in 
question. As stated in 57 Compo Gen. at 682: "The Economy Aet clearly requires the inclusion as 
actual cost of all direct costs attributable to the performance of a service or the furnishing of 
materials, regardless of whether expenditures by the performing agency were thereby increased." 
One element of direct cost is the salary of cmployees engaged in doing the work. 12 Comp. Gen. 
442 (1932). This means gross compensation. 14 Compo Gen. 452 (1934). It includes, for 
example. the accrual of annual leave. 32 Compo Gen. 521 (1953); 17 Compo Gen. 571 (1938). 
Another common clement is the cost of materials or equipment furnished to the ordering agency 
or consumcd in the coursc of performance. Actual cost in this eontcxt means historical cost and 
not current replaccmcnt or production cost. 8-130007, Dec. 7, 1956. See also 58 Compo 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 Compo 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 Compo 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 Compo Gen. 275 (1977); 22 Camp. Gen. 74. Indirect costs which (1) 
are funded out of currently available appropriations, and (2) bear a significant relationship to the 
service or work performed or the materials furnished, are recoverable in an Economy Act 
transaction the same as direct costs. 56 Compo Gen. 275 (1977), as modified by 57 Camp. Gen. 
674 (1978), as modified in turn by B-211953, Dec. 7, 1984. Examples of indirect costs include 
administrative overhead applicable to supervision (56 Camp. 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-21 1953, 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 Compo Gen. 674 
goes on to say: 
ld. 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 circumstances. 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. * * * • * * * * 
• "[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 nonnally not 
recoverable, however, because it is not funded out of currently available appropriations. 72 
Compo Gen. 159, 162 (1993); 57 Camp. Gen. 674.30 However, in 57 Compo 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 investment, 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. Id. at 685-86. 



Another example of permissible 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-2S0377, 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 is 
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. 
lne 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 Camp. Gen. 
74, 78 (1942). In the interest of intragovernmental 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 Compo Gen. 548, 549-50 (1960); 32 Compo Gen. 479 (1953). Nor does it require 
the performing 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 
long as they are reported to be based upon the cost of rendition of the service and do not appear 
to be excessive." 32 Compo 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 considcrable burden and expense. 3 
Compo Gen. 974 (1924). As stated in B-133913, Jan. 21,1958, "[aJs long as the amount agrced 
upon results from a bonafide 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 oflhe last acquisition or 
production. B-250377, Jan. 28,1993 (containing a detailed discussion); GAO, Iran Arms Sales: 
DOD's Transfer of Arms to the Central Intelligence Agency, GAOINSIAD-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 
Compo Gen. 592 (1991). So is an allocation based on the availability of appropriations (B-
114821-0.M., Nov. 12, 1958), or a per capita funding arrangement not related to the goods or 
services actually received (67 Compo 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 availablefor obligation. See B-120978-0.M., Oct. 19, 1954. 



AGENCY DISCUSSION 
Summarized 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 R1 Project offiee 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 R1 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 2. The R1 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 R1 Office operating 
account and are available to be used dnring subsequent fiscal years. As a result, the R1 
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 J1nanced 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 ilmds, 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 COMA) 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 year) funds to performing agencies each fiscal 
year 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 to 
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 also able 
to aecurately 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 0-1, page 4J. 

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 
their 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 has not been performed, I find that the use of a random sample for a 
review is a sound and reasonable approach. Nevertheless, the 10 commented that "[iJf a point of 
criticism could be levied, the CECOM JR, 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 [or 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 I agree with the 10'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 in accordance with Army Regulation 37 -1 00 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, 



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 customer 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 JOANs. 

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 15-610 (2), the Army cm, and the investigation undertaken by 10 CECOM 15-
610 (3», each leading to the conclusion that no 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 to 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 system.13 

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) Wa$ the CECOM LCMC G8 Director. 14 In that position, 
his job was to advise on overall fiscal for all of CECOM. He did not work with individual 
contracts or programs a$ 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) Wa$ 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 
Management Command, Draft Report 4-A-08, May 7, 2008, by. CECOM [RAC 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 20 II and 9 October 2012. 
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not Mr. CECOM 08 (Retired)'s responsibility to have any level of detail in this area on the R2 
program. 

On the other hand, in 2008, Ms. Fonner Project Manager, R2 Project Office wal> 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 10 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 
Economy 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 each MIPR was properly 
annotated by the customer providing the funds with the required Economy Act statement. The 10 
noted that "Funds received were categorized as Direct Cite or Reimbursable and as stated in Ms. 
Former Project Manager, R2 Project Office's testimony was generally provided by separate 
funding documents. Upon receipt, the Project Office 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 ofthe 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 
10 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 2417 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. IS 

" 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, Fonner 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 ofMs, 
Former Project Manager, R2 Project Office's detailed knowledge of the workings of the R2 
Office, Ms, Fonner Project Manager, R2 Project Office provided the 10 with an infonnation 
paper reciting the history of the R2 ECBS, That infonnation 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 
(R2ECBS) 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 R2ECBS 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 ofR2 
Contracts, In 2006 work began on the second generation system to convert the 
application from Domino to SQL and SharePoint This conversion was perfonned 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 20 I 0 further transferred to CECOM SEC Government employees 
matrixed to the Rapid Response Project Office, This Government team is now conducting 
sustainment of the existing R2ECBS system, 
Sustainment includes addressing issues with the system as they arise and performing 
security and perfonnance updates as mandated to meet DoD requirements. The R2ECBS 
web application is used by the R23G Project Office, Army Contracting Command-APG, 
CECOM Legal, R23G Prime Contractors, and all customers, 

The current R2ECBS tool provides the office with the ability to view complete task history 
including all documentation, correspondence, and budget infonnation, 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 intemal 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 



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 10 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 10 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 10 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 0-8. 

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 4th 
Quarter Administrative Support Costs. [TAB LJ. The memorandum states in paragraph 2: "As a 
result of the 4th 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 carryover and would adjust their operating principles 
based upon input from the CECOM 0-8. 

Further, the 10 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 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 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." It is noteworthy to state that given that the 10 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 ROJ. 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 electronic format and reflects contract deliveries, payments, obligations, 
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modifications, and similar data. MOCAS is a disbursing system. 16 The 10 concluded by stating 
that "[ c Jleariy, 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 10 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 IR 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 10 
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, 1 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 

16 The 10 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 miscellaneous types of funding. SOMARDS allows for the electronic input of 
documentation into the accounting system for committing and obligating funding. Various transaction 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 at the document level detail as well as Element of Resource (EOR). The 
Element of Resource (EOR) is a four-digit code, which identifies the type of resource being employed or consumed 
(such as military personnel, civilian personnel, travel of personnel, utilities 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 arc any reporting 
issues such as over obligations and over disbursements. Under the MOCAS Data Sharing [nitiative, contractors are 
provided with data extracts twice a month. The data is in an electronic format and reflects contract deliveries, 
payments, obligations, modifications, and similar data. Contractors can use this data in several ways to improve the 
payment process and to expedite COIl tract closeout. MOCAS is a disbursing system." 



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 sampled ten FY 2007 contract obligations and their associated 
reimbursable rate fees, there was no violation of the Economy Act. 

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. 
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 08. The 08 non­
concurred with the IR recommendations. The 08 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 lRAC 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 lRAC Office stated that he did not think that Mr. Director LRC(Retired) 
"liked my answer (l had reiterated what CECOM 08 (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 08 (Retired) had 
been concerned with the calculations of the fees being charged to the customer which Mr. 
CECOM 08 (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 lRAC 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 lRAC 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 lRAC Office stated that regarding the "informal" final report that 
he issued to Mr. Director LRC(Retired), Mr. CECOM IRAe Lead Evaluator: 

"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 (l) Communicate the results of reviews to those charged ",rjth 
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 G8 (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, I 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 review again, I would make sure that I and the IR team met with the Director of 
G8 during the fieldwork phase of the review and get her viev.'Points/decisions when it 
came to charging a flat percentage fee. I 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 10 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, I agree with the IO'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 "eamestly" 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 10's conclusion and recommendation 
that "the intended outcomes 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 inquiry 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 paral,Jfaphs, paragraphs 1, 2, 3, and 4 respectively, on page 2 of the draft Final 
Report [TAB G-l], and the Executive Summary of the AAA Report [TAB 0]. 
As there was no inquiry 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 



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 S.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-I]. 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 10 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 Pl, 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 Pl. 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 tenns of the review's objectives. The IR evaluators assigned were Mr. 
Michael J. CECOM lRAC Lead Evaluator and Mr. Daniel T. CECOM [RAC 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 (empilasis 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 support R2' s use of percentage rate; 
c. 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 rcport was released 7 May 2008 authored by Mr. CECOM 
lRAC Lead Evaluator and Mr. CECOM lRAC Evaluator for review and comment. Several 
versions of the draft report were written beginning with a report which effectively was a 
summarization ofthc CECOM IReffort in outline form (dated 22 February 2008.) [TAB G-2]. 

17 The October 26, 2007 version was the version operative during the time oflhe 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, 201 I. 
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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 succession (18 March, 20 March and 27 March) 
[TAB G-3, G-4, and G-5] leading up to the release of the final draft report. Review of these 
documents suggests Mr. Dircctor CECOM lRAC 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/concerns 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 G-l], it was authored by 
Mr. CECOM IRAC 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- I. Summarizing, the CECOM IR found that beginning in the 
second quarter ofFY 2007 the R2 Project Office switched to charging its customers a 0.5% 
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 Evaluator and Mr. CECOM IRAC 
Evaluator raised concems regarding potential Economy Act violations in their swom statements, 
both of which were dated 19 January 2011. [TABS H-I 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 201 1. As such, the evidence reviewed suggests no difference of opinion between the 
principle reviewers, Messrs. CECOM lRAC 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 20 II could sworn statements raise 
concern with Economy Act violations if all the IPT members, and in particular the CECOM JR, 
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 offeedback to the [R Office and how CECOM G-8 attempted to reconcile its 
concerns with the position taken by the CECOM Legal Office. To that end, the [0 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 7 A: Approve in ,"riting 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 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: 

G-8 non-concurs on Action 7 A. 

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 cffect of any additional workload requirements and provide a tool 
to monitor and support future admin support charge computations." 



The 10 provided the following assessment of the 0-8' s position relative to the draft Final 
report's concluding portion entitled "Suggested Action for the G-8": 
"It 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 to conclude that Action 7 A could not have been addressed by the CECOM 
GS. 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 ro'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 10 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/Comptroller, an IPT (In Progress 
Team) was established with membership from all interested parties. The 10 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 ofR2 Office Fee Capture. Clearly, the issue with the R2 
Fee Administration is one that primarily required the specific expertise ofthe 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 {PT 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-l]. On 9 January 2008, a kick off meeting was held to begin the R2 Fee Study. [TAB 
QJ. 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. 



The CECOM 0-8 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 RJ. 

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, commonly 
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 relationship 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 estimated cost if the actual cost is unknown, or entering into and administering the 
contract and subsequent delivery orders." [Paragraph 6, page 1 of TAB SJ. 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 c.(I) 
[page 2 ofTAB 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 perfonning 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 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 08 (Retired) former CECOM 0-8, in his statement dated 9 
Octobcr 2012 stated: "The CECOM 0-8 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." 

Further, with respect to the CECOM Legal Office position, the evidence reviewed 
(TABS S, T-l 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 A TIORNEY 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 08 (Retired) CECOM LCMC 0-8, 
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 Tl. 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 ca.~e law on 
the issue as ofthe date of its issuance. IS 

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 rPT 
Lead, CECOM 0-8, that the R2 Project Office was in the process of completing the action of 
instituting their integrated data environment. [Exhibit 0). The communique went on to state the 
implementation timeline for the new tool and suggested that a meeting with the CECOM 0-8 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 conclude as they have addressed 
specific questions posed and understood the 0-8's requirements as identified in the 26 March 
2009 briefing. 

Ii Given the time frame when was the CECOM Chief Counsel, her unsigned opinion was issued onlabout 2004. 
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Mr. R2 ADMIN SUPPORT COST IPT Lead, CECOM 0-8, in his e-mail response dated 29 
April 2009 [Exhibit Pl, stated to the IPT 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 IPT would reconvene and review the R2 progress. The 10 stated 
that based on his professional judgment, "the 1PT 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 1PT served its purposes and was no longer required." I agree with the 10's 
conclusion on this matter which is reasonable and well supported by the evidence. 

Thus, the IPT reached a conclusion via the 08 response to the R2 Presentation on 26 March 
2009 [TAB R]. Based on the testimony ofMr. Director CECOM lRAC Office, [TABS J-2, 25 
March 2011; and J-4, (9 January 2013J, Internal Review Office Director, the Army Audit 
Agency contacted the 1R Office in June 2008 regarding a pending audit of Army activities that 
charge a flat fee for contracting and contract management services. The lR Office advised the 
AAA of its review results which was reflected in the AAA report [TAB OJ. Because of the 
similarities of the review objectives, the AAA did not do a complete review of the R2 Project 
Office. 19 . 

In conclusion, the CEeOM IR provided a draft report with specific actions, 
recommendations, and comments from the principal organizations, the R2 Project Office and the 
CECOM 0-8, to the initiator of the review effort, Mr. Director LRCCRetired). Oiven the issues 
surrounding the R2 Project Office were thoroughly addressed by all the appropriate stakeholder 
parties (R2 Project Office, CECOM 0-8, CECOM Legal, CECOM Acquisition Center, and 
CECOM Software Engineering Center), as recommended by the CECOM IR and CECOM 0-8, 
I am satisfied with the IO's conclusion that "the intended outcomes of the findings and 
recommendations were being acted upon and the draft report with 0-8 comment should stand as 
the flnal report. Thus, 1 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 time lines 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 TO that reflects the R2' s compliance with all applicable statutory and regulatory 
requirements. The 10 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 years. Further, such reviews evaluate organization and staffing, program management, 
review planning, review process, audit compliance and liaison, and consulting and other advisory 

!9 A more complete discllssion of the role of the AAA in addressing the issue of R2's use of a "flat fee," sec the 
section entitled "Ancillary Issue" that follows at pages 53·55. 
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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 fO 
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 WJ. 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 or 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 attributable 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 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. 
Allegation 6 was unsubstantiated. 
The 10 found that the R2 Office did not reimburse CECOM for the entire costs associated with 
the support staflbut only for that portion of their work hours attributed to R2 Office related 
work. As indicated by the Memorandum of A!,'Teement (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 by Deputy Director ACC APG, the support cell within the Acquisition 
Center was exclusive to the R2 Office [TABS G-I, L, and TJ. 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 erR) 
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 0-1]. 
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 cm 
initiated an investigation on 26 January 20 1 I in response to a Department of Defense Office of 
the Inspector Oeneral (DoD-10) 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 ClD investigators. The combination of evidence and sworn 
testimony with the Hotline source led the cm 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 cm 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 lRAC Lead Evaluator in his testimony 
dated 25 May 2011. Essentially, Mr. CECOM lRAC Lead Evaluator asserted that Mr. Director 
CECOM rRAC 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 doing 
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 etc ... (the comments he provided were inaccurate 
and misleading). Director, CECOM lRAC 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 liS 

outlined in the July 2008 opinion we received from G8. I assume Director, CECOM lRAC 
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 accuracy of the 
R2 operations. Then you have a final A.A.4.. public report in print clearly inaccurate as to 
the R2 operations. This is very disturbing?" [TAB H-2, 25 May 2011J. 

However, all of the evidence gathered as part of the 10's investigative effort reflected otherwise 
in that Mr. Director CECOM IRAC Office was very upfront and assistive with the MA 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 lRAC Lead Evaluator and Mr, CECOM lRAC 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 0), 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 J. Fitzgerald, The Auditor General, dated 23 
February 2009 [included as part of TAB 0]. 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-mail 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 lRAC Office's conversations, the 
discussion included an overview of the objectives and results to date. Based on CECOM IR's 
efforts, the AM 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 retlect 
annual costs and returns excess amounts collected back to its customers." Additionally, the AAA 
commented 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. Anny 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 Lead Evaluator alleged 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 Vv'ith regard to the R2 Project Office. As stated in above, the AAA clearly identifies 



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 lRAC 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, I 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 received an e-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 
[TAB 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 e-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 Xl. 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 aside, Mr. AAA Auditor further elaborated by stating that "It 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 planning and performing a review. Further, he 
stated that evaluators may be able to rely on the work ofthe 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 (0 review the R2 
Office, rather simply acknowledging the ongoing CECOM IR effort in their final report. Mr. 
Director CECOM [RAC Office in his sworn statements, taken 4 October 2012, and, again on 9 
January 2013 [J-3, 4 October 2012; and .1-4, 9 January 2013, respectively], confirm the 
statements of Mr. AAA Auditor. The sworn statement ofMr. Director CECOM lRAC 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!RAC Evaluator in support of the AAA 



effort. However, the AAA did not follow-up on this offer. Again, I agree with the 10's 
conclusion that "[bJased 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 lRAC 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. Fornler 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 2417 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 I 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'h Quarter 
Administrative Support Costs. [TAB Yj, The memorandum states in paragraph 2: "As a result 
of the 4th 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 0-8. 

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 identif'y 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. [Page 4. TAB G·11. 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 (0 

assist with the management of the office. 
The CECOM LCMC SOP/Guidance for Reimbursable Order Process stated in paragraph c.(1) 
[page 2 ofT AB K]: 

"(1) The Economy Act, 32 U.S.c. § 1535 (2004). This authorizes interagency and intra· 
agency orders and allows activities to retain funds \:vithout 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 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." 

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 (eID) initiated an investigation on 26 January 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 to 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 
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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 cm investigation which 
substantiated or corroborated the source's claims 

CORRECTIVE ACTIONS 
The result of this investigation has not uncovered any systemic issues which need to be 
corrected. The responses to the six OSC referred allegations reflect 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 Zj 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 contract 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 IO'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, I 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 havc 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 wcre 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 G-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 10' s 
Recommendation #2. 



CONCLUSION. 

The DA takes very seriously its responsibility to address, in a timely and thorough 
fashion, matters referred by ose. In this case, the Army conducted a thorough and 
comprehensive investigation in response to the ase's referral of allegations submitted by an 
anonymous whistIeblower. Although the Army's investigation revealed that none of the 
whistleblower's 6 allegations were substantiated, one was only partially substantiated (i.e., that 
though the 10 determined that the lR 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 lR review, the Army regulation 
did not require that a furmal final report had to be issued. Rather an infonnal report was issued 
by the Director, of the IR Office. Nevertheless, I agree with the IO's conclusion and 
recommendation that "the intended outcomes 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." 

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

This letter, with enclosures, is submitted in satisfaction of my resp(}fisibilities under Title 
5, USC, Sections 1213(c) and Cd). Please direct any further questions you may have concerning 
this matter to 11111111 

Sincerely, 

~/~_.'t -
Thomas R. Lamont 
Assistant Secretary of the Army 

(Manpower and Reserve Affairs) 
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Statement of CECOM IRAC OFFICE Evaluator, GS 11 Evaluator, CECOM IR 
Office, dated 19 January 2011 

J-l -- Statement ofCECOM lRAC Office Director, GS 14, Director, CECOM 
LCMC IR Office dated 13 January 2011 

J-2 -- Statement ofCECOM lRAC Office Director, GS 14, Director, CECOM 
LCMC IR Office dated 25 May 2011 

J-3 -- Statement ofCECOM IRAC Office Director, GS 14, Director, CECOM 
LCMC IR Office dated 4 October 2012 

J -4 -- Statement of CECOM !RAC Office Director, GS 14, Director, CECOM 
LCMC IR Office dated 9 January 2012 

Headquarters U.S. Army CECOM LCMC PEO C3T, Fort Monmouth, New 
Jersey, dated 14 December 2004, Subject: Reimbursable Order Process, 
COLONEL, Chief of Staff 

Memorandum of Agreement between the Rapid Response Project Office and the 
CECOM LCMC Acquisition Center establishing framework for reimbursable 
services by CECOM LCMC to Rapid Response Project Office 

E-MAIL From CECOM IRAC Office Director dated 5 October 2012 forwarding 
e-mail string from LRC Director Retired, Director, CECOM LCMC LRC, 
Requesting CECOM LCMC IR Review ofR2 Methodology and Compliance with 
Setting Reimbursable Rates, dated 3 January 2008 

CECOM Internal Review Office Exit Briefing for Mr. LRC Director Retired, 
Subject: Review of Rapid Response (R2) Project Office Reimbursable Rate 
Process, dated 28 March 2008 

U.S. Army Audit Agency Audit Report A-2009-0047-ALC, Flat Fees for 
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 G8 Employee, Command Analysis Office CECOM LCMC G8 
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Memorandum For CECOM G8 Retired, Comptroller, CECOM Life Cycle 
Management Command G8, Subject: Fee for Service Charges, from Vincent 
Buonocore CECOM Chief Counsel, dated 31 March 2009 

T-l -- Memorandum For (then CECOM LCMC Deputy to the Commanding 
General), Subject: Fee for Service Charges, from, CECOM LCMC Chief Counsel 

T-2 - E-mail from CECOM ATTORNEY to R2 Project Manager, Subject: FW: 
Fee Memo, dated 20 March 2008 

E-mail from Contractor Employee to 1PT Lead, Subject: R2 Fee Estimation 1PT­
Milestone Status (Note: basis of e-mail is to request disbanding of IPT because 
R2 Project office is ordering New Software which will require at minimum 3 
months installing, configuring train and implement, and an additional 6 months to 
collect data), dated 21 April 2009 

E-mail dated 5 October 2012, with e-mail string dated 29 April 2009 from 1PT 
Lead disbanding the 1PT because R2 Project Office was in the process of updating 
its fee estimation model and ordering new software 

AMC 1R Office Memorandum for Chief of Staff, CECOM Life Cycle 
Management Command, Subject: Internal Review and Audit Compliance Office 
(IRACO) Quality Assurance and Assistance (QA2) Visit report (13 - 17 
September 2010), undated 

X-I -- Email between CECOM lRAC Office Director and AAA Auditor, 
Subject: FW: Army Audit CECOM field work, dated 24 June 2008 (email 
summarized results of the IR review of the R2 reimbursable rate) 

X-2 -- Email between, CECOM lRAC Office Director and AAA Auditor 
Subject: RE: AAA Report on Flat Fees for Contracting Services, dated 4 
September 2008 (email summarized to AAA the results of the IR Review of the 
R2 Flat Fee reimbursable rate stating: "AAA Auditor, you may report that we 
(CECOM 1R) completed an internal review at the local level but we suggest you 
leave it at that rather than including a statement that DA can request a copy of the 
report because it was requested by local management.") 

Y Memorandum For Record For R2 Project Office by R2 Project Manager, Subject: 
4th Quarter Administrative Support Cost, dated 7 July 2008 

Z R2 Third Generation PowerPoint Slideshow Capturing data from contracting 
services under the R2 Program 

AA Witness Listing for Army Report - D1-11-0119 (copy only in unredacted Army 
Report version) 
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SECRETARY OF THE ARMY 
WASHINGTON 

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), I 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 written 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 to 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. 

CF: 
Office of the Army General Counsel 
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· U.S. ARMY 
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MANAGEMENT COMMAND 
Draft Report 

REPORT 4-A-08 7 May 2008 

REVIEW OF THE RAPID RESPONSE PROJECT OFFICE 

REIMBURSABLE RATE PROCESS 

II 

INTERNAL REVIEW OFFICE 



) 

Report No. 4-A-08 

INTERNAL REVIEW OFFICE 
U.S. ARMY CECOM LIFE CYCLE MANAGEMENT COMMAND 

FORT MONMOUTH, NEW JERSEY 

7 May 2008 

1. Authority. The Internal Review (IR) Office performed a review of the Rapid Response (R2) Project 
Office Reimbursable Rate Process at the Director, CECOM LCMC Logistics 
and Readiness Center (LRC). IR conducted the review from 
22 January 2008 through 18 March 2008 and followed DA IR 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 streamlined 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 
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 G8 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 answering the 
review objectives. 
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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 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 I %. 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. Wecontacted 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 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 G8 formulation of work year rates process. Although 
the R2 office isn't utilizing the fonnulation rate developed, they have continued to participate in the 
annual CECOM LCMC G8 work year rate process. G8 personnel told us that the reason they 
required the R2 Project Office to submit the work year 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 ofR2'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 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 pilot testing in the April 2008 timeframe and 
expected to be implemented in FY 2009. 
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B. Obiective: Evaluate R2 'saccounting 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 Anny Standard Operation and Maintenance Army 
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 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 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 
validate their authenticity and R2's accounting procedures. The sample items consisted of contract 
obligations from all of DoD services and I 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 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 reimburs.able 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 Anny SOMARDS accounting system. ill addition, R2 personnel 
were able to provide US with adequate documentation to support the expenses. Based on our analyses 
and documentation received we determined the R2 office is properly accounting for their 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 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. 
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6. Suggested Actions 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. 

B. 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. 

C. 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 flscal year. The opinion should address 
any/aU applicable statutory, regulatory or fiscal guidance for reimbursable activities. 

D. Direct the R2 Project Officer to consider discontinuing the SEC R2 fee model study. lfthe 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 
considered savings or funds put to better use. 

E. Determine the amount of savings related to discontinuing the SEC R2 fee model study. 

7. Suggested Actions for the GS. 

8. 
at 

A. 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 
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 08 in 
compliance with the intent of the CECOM LCMC SOP on reimbursable rates. 

B. 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. 

who can be reached on extension (732) 427-4112, DSN 987 or 
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9. General Comments: Thanks to all of the R2 stafffor 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 Evaluator 

Senior Internal Review Evaluator 

Approved By: 

Director 
Internal Review Office 
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SUGGESTED ACTIONS FOR THE GB: 

Act ion 7 A. Approve in writing the R2 Project Office charging their customers a 
percentage as a reimbursable tate, 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 08 in compliance with the 
intent of the CECOM LCMC SOP on reimbursable rates. 

COMMAND COMMENTS AND ACTION TAKEN 

08 non-concurs on Action 7 A. 

The Economy 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 
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 08. 

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

The 08 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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SOGGESTED ACTIONS FOR THE G8: 

Act ion 7 B. 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. 

COMMI\ND COMMENTS AND ACTION TAKEN 

A critical consideration in identifying carryover funds isthe type of funds. Carryover can 
exist if (l) the funds will not expire and (2) it is attributed to work efforts not completed 
but will be completed in the subsequent fiscal year. Iffunds 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 occurring in FY 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 and can not be used for a requirement in the following fiscal 
year. 

Another consideration is tbe 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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AMSEL·CG 

DEPARTMENT OF THE ARMY 
HEADQUARTERS, U,S, ARMY COMMUNICATIONS·ELECTRONICS COMMAND 

6002 COMBAT DRIVE 
ABERDEEN PROVING GROUND, MARYLAND 21005·1845 

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 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 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 

c, 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 R2 Project Office, 

See the attached 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 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 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 in 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 questions 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. You may 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: 
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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 
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 
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 else, before initiating 
questioning you must: (l) 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 guidance 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 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 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 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 tum, this information will be conveyed 
to the Army Office of the General Counsel for further guidance. 



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

12. Submit your 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 you 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 



D 



Army Regulation 15-6 

Boards, Commissions, and Committees 

Procedures for 
I nvestigati ng 
Officers and 
Boards of 
Officers 

Headquarters 
Department of the Army 
Washington, DC 
2 October 2006 

UNCLASSIFIED 



SUMMARY of CHANGE 
AR 15-6 
Procedures for Investigating Officers and Boards of Officers 

This rapid action revision, dated 2 October 2006--

o Clarifies the distinction between levels of appointing 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 1996--

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

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

Effective 2 November 2006 

Boards, Commissions, and Committees 

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 

Ofticial: 

~E~'~ 
Administrative Assistant to the 

Secretary of the Army 

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

Summary. This regulation 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.S. 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 or waivers to this 
regulation that are consistent with contTol~ 
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 ~ 
peeted benefits and must include formal 
review by the activity's senior legal offi­
cer. All waiver requests will be endorsed 
by the commander or senior leader of the 
requesting activity and forwarded through 
higher headquarters 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 
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Chapter 1 
Introduction 

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 fonns are listed in appendix A. 

1-3. Explanation of abbreviations and terms 
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 proceedings may be informal (chap 4) or fonnal (chap 5). Proceedings that involve a single 
investigating officer using informal procedures are designated investigations. 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 fonnal procedures, the appointing authority will consider these among 

other factors: 
(a) Purpose of the inquiry. 
(b) Seriousness of the subject matter. 
(e) Complexity of issues involved. 
(d) Need for documentation. 
(e) Desirability of providing a comprehensive hearing for persons whose conduct or perfonnance of duty is being 

investigated. (See paras 1-8, 4-3. and 5-4a.) 
(2) Regardless of the purpose of the investigation, even if it is to inquire 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 general officers or senior executive service 
civilians, the requirements of Army Regulation (AR) 20-1, subparagraph 8-3i(3) must be met. 

c. Preliminary investigations. Even when formal procedures are contemplated, a 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 fonnal 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 do not hinder 
or interfere with a concurrent investigation directed by higher headquarters, a counterintelligence inVestigation or an 
investigation being conducted by a 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 ascertain facts and to report them to the appointing 
authority. It is the duty of the investigating officer or board to ascertain and consider the evidence on all sides of each 
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issue, thoroughly and impartially, and to make 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 responsibilitie:s. The fact that an individual may have an interest in the matter under 
investigation or that the information may reflect adversely on that individual does 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 5, sec II, in general, and para 5-4a, in 
particular.) Respondents may not be designated in informal investigations. 

1-9. 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 against an individuaL However, if an investigation is conducted using the procedures of 
this regulation, the information obtained, including fmdings 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 band c below. 

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

c. Except as provided in d below, when adverse administrative action is contemplated against an indivi.dual (other 
than a civilian employee, see b above), including an individual designated as a respondent, based upon infonnation 
obtained as a result 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 fmdings and recommendations of the investigation or board and the supporting evidence on which the 
proposed adverse action is based. 

(2) Give the person a 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 investigation 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 c 
above, the more stringent safeguards must be observed. 

Chapter 2 
Responsibilities of the Appointing Authority 

2-1. Appointment 
a. Authority to appOint. The following people may appoint investigations or boards to inquire into matters within 

their areas of responsibility. 
(1) Except as noted in subparagraph 2-la(3) below, the following individuals may appoint a formal investigation or 

board (chap 5) after consultation with the servicing judge advocate (JA) or legal advisor (LA): 
(a) Any general court-martial (OeM) or special court-martial convening authority, including those who exercise 

that authority for administrative purposes only. 
(b) Any general officer. 
(c) Any commander or principal staff officer in the grade of colonel or above at the installation, activity, or unit 

leveL 
(d) Any State adjutant general. 
(e) A Department of the Army civilian supervisor permanently assigned to a position graded as a general schedule 
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(GS)/general 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. 
(b) A commander at any level. 
(c) 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 Anny aircraft or missile, an injury and/or illness resulting in, or likely to 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 v.rriting, appointing/approval authority to a subordinate 
commander exercising special court-martial convening authority. This authority may not be further delegated. 

(b) If evidence is discovered during a hostile fire investigation that indicates that the death(s) may have been the 
result of fratricide/friendly Ere, the investigating officer will immediately suspend the investigation and inform the 
appointing authority and Jegal 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 provided 
to the investigating officer or board conducting the fratricide/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 interest in the matter requiring investigation, a single 
investigation or 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 all organizations concerned 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 investigation or board and the nature of the 
findings and recommendations required. If the appointment is made under a specific directive, that directive will 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 to be infonnal or fennal. (Refer to chaps 4 and 5.) Any special instructions (for 
example, requirement for verbatim record or designation of respondents in formal investigations) will be included. 

c. '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 reason of their education, training, experience, length of 
service and temperament. 

(1) Except as provided in paragraph 5-1e, only commissioned officers, warrant officers, or Department of the Anny 
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 against whom adverse findings or tecommendations that may be made, except when the 
appointing authority detennines that it is impracticable because of military exigencies. Inconvenience in Obtaining an 
investigating officer or the unavailability of senior persons within the appointing authority'S organization would not 
normally be considered military exigencies. 

(a) The investigating officer or board president will, subject to the approval of the appointing 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 authority'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 requires examining the conduct or performance of duty of, or may result in findings or recommendations 
adverse, to, a person senior to him or her will report this fact to the board president or the appointing authority. The 
appointing authority will then appoint another person, senior to the person affected, who will either replace the 
investigating officer or member, or conduct a separate inquiry into the matters 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. 

(c) If the appointing authority determines that military exigencies make these alternatives impracticable, 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 case will be returned for new or 
supplemental investigation 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. 

4 

(Appropnate ktterhead) 

OFFICE SYMBOL DATE 

MEMORANDUM FOR: (President) 

SUBJEC"T: Appointment of Board of Officers 

L A board of ofl'iccrs is hereby appointed pUrsuant TO AR 735--5 and AR 15-6 to investigate the circumstances connected with the IOf:S. 
damage, or dc.<>tmction of the property listed on reports of survey referred to the board and to detennine responsibility for the loss, damage, or 
desuUI.:tion of sllch property. 

2. The following memhers are appointed to the board: 

MAJ Rohert A. Jones, HHC, 3d Bn, 1st Inf Bue, 20th lnf Div, FI Blank, WD 888~8 Member (President) 

CPT Paul R. Wisniewski, Co A. 2d Bn. 3d lof Bde, 20th laf Dj\', Ft Blank, WD 88888 Member 

eM' David B. Braun, Co C, 1st Bn, 3d lnf Bde, 20th hlf Div, Ft Blank, WD 88888 Member 

CPT John C. Solomon, HHC, 2d S & T Bn, DlSCOM 20th 1m Di'l, Fl Blank, WD 8&&88 Alternate member (see AR 15-6. pard 5-2c) 

fLT Ste"\.'en T. Jeffer~on, Co B, 2d Bn, 2d lnf Bde, 2Ulh Inf Div. Ft Blank., WD &8888 Recorder (without vote) 

3. The board will meet at the call of the President It will use the procedures set forth in AR 735-5 and AR 15-6 applicable to formal boards 
with rel>pondents. Respondents will be referred to the board by separate correspondence. 

4. Reports of proceedings will be summarized (the findings and recommendations will he verbatim) and submitted to this b~dquarters, A'TTl'l': 
ABCD-AG-PA. Reports will be submitted within 3 worklng days of the conclusion of each case. The Adjutant General's office will furnish 
necessary administrative suppon for the board. Legal advice will be ohtaineJ, as needed, from the Staff Judge Advocate's office, 

5. TIle board will serve until further notice. 

(Authority Line) 

(Signature block) 

CF: (Provide copy to board persoPllul) 

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

OFFICE SYMBOL DATE 

MEMORANDUM FOR; (President of sJanding board) 

SUBJECT: Referral of Respondent 

Reference memorandum, this headquarters, dated (day-month-year), subject: Appointment of Board of Officers. 

2. (Enter rank, name, SSN, and unit) is hereby designated !I respondent berore the board appointed by the referenced memorandum. TIle board 
will consider whether (enter name of respondent) should be held pecuniariJy liable for the los.'!, damage, or destruction of the property listed 
on the attached report of survey. The correspondence and supporting documentar.ion recommending referral to a board of officers arc enclosed. 

3. (Enter rank, name, branch, and unit) is designated counsel for (emer name of respondent). 

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

(Aul/JOrity line) 
End (Signature bwck) 

CF; (Provide copy /0 boartl personne~ counsel, arul respondent) 

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

(Appropriate letterhead) 

OFFICE SYMBOL DATE 

MEMORANDUM FOR: (OffICer concerned) 

SUBJECT: Appointment as a Board of Officers to Investigate Alleged Corruption aod Mismanagement 

L You are hereby appointed a board of officers, pursuant to AR 15-6, to investigate allegations of (enter subject !tU1tter to be investigated, 
such as corr"ptinn and mism(l11agement in the office of the Forl Blank ProJlost Marsllal). The ~cope of your investigation will include 
(mention specifIC matters 1" be invutigtJ1ed, such as whl'ther military police personnel are properly procesting traffic tickets, whether 
3'upervisory personnel are receiring money or other personal fallOn; from suhnrdinate personnel in return for tolerating the improper 
pr()ccl>smg of trajJic tickets, and $0 forth). Enclosed herewith is a report of proceedings of an earlier infonnal investigation into alleged 
improper processing of traffic tickets that wa::, discontinued when it appeared that supervisory perwnnel may have been involved. 

1. As the hoard, you will use formal procedures under AR 15-6.(Enter duty poritinns, ranks, and names) are designated resjXlndents. 
Additional respondents may be designated based on your recommendations during the course of the investigation. Counsel for each respondent, 
if requested, will be designated by subsequent correli-pondence. 

3. (Enter rank, name, branch, amJ. unit) will serve as legal advisor to you, the board. (Enter rank, name, duty position, and um't), with the 
concurrence. of (his)(her) commander. will serve as a.n advisory member of the board. 'fhe offk-e of the adjutant general, this headquarters, will 
provide necessary administrative support. Thc Fort Blnnk Resident Office, Criminal Investigation Division Command (CIDC), will provide 
technical support. including preserving physical evidence, if needed. 

4. Prepare the report of proceedings on DA Fom 1574 and submit it fo me within 60 days. 

(Signature of appointing a:uihority) 

CF: (Provide copy to all parties CQncerned) 

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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(ApproprioJe letterhead) 

OFFICE SYMBOL DATE 

MEMORANDUM FOR: (Officer conci!rned) 

SUBJECT: Appointment of Investigating Officer 

L You are hereby appointed an invl!Stiogating officer pllrsuant to AR 15-6 and AR 210--7. paragraph 4--3. to conduct an informal investigation 
into eomplaint& that sales fepre.~entatives of the Fly-By-Night Sales Company have been conducting door-to-door solicitation in the River 
Bend family housing area in violalion of AR 210-7, Details pertaining to the reported violations are in the enclosed file prepared by the 
Commercial Solicitation Branch, Office of the Adjutant Genera!, this headquarters (End). 

2. In your investigation, all witness sUltements will be sworn. From the evidence, you will make findings whether the Fly-By-Night Sales 
Company has violated AR 210-7 and recommend whether to jnitiutc a ~how cause hearing purs.uanl to AR 210-7, paragra.ph 4-5, ilfId whether 
to tempomrily suspend the company's or individua.l agents' solicilation privileges pending completiun of the show cause hearing. 

3. Submit your findings and recommendatiuns in four copies on DA Form 1574 to this headquarters, ATTN: ABeD-AG. within 7 days. 

(Authority line) 

End 

(Signature block) 

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

(Appropriate leueTluad) 

OFFICE SYMBOL DATE 

MEMORANDUM FOR: (Offo:er concerned) 

SUBJECT: Appointment as investigating Officer 

I. You are hereby appointed an investigating officer pursuant to AR 15-6 and fo..R 380-5, paragraph 10-8, to investigate the circumst:lnces 
surrounding the discovery of a CONFIDENTIAL document in 3 tmsh can in the office of the 3d Battalion 5-3 on 31 August 1987. A 
preliminary inquiry into the incident proved inconclusive (see enciosed report). 

2. In your investigation. use informa1 procedurcs under AR 15-6. You will make findings as to whether security compromise has occurred, 
who was responsible for any security violation, and whether existing security procedures an: adequate. 

3. This incident has no known su~pects at this time. If in the course of your investigation you come \0 suspect that cel1ain people may be 
responsible for the security violation, you must advise them of their rights under the UeMJ, Article 31. or the Pifth Amendment. as 
appropriate. In addition, you must provide them a Privacy Act statement before you solidt any (further) personal infonnatinn. Ynu may obtain 
assistance with these Jegal matters from the officc of the Starr Judge Advocllte. 

4. Submit your findings and recommendations On DA Form 1574 to the BrigllJC S-2 within ]0 days. 

(Authority line) 

(Signature block) 

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

2-2. Administrative support 
The appointing authority 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 GeM convening authority in his or 
her sole discretion. However, before authorization, the GeM 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 Anny 
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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 otherv.rise provided by another directive, the appointing authority is neither bound nor 

limited by the findings or recommendations of an investigation or board. Therefore, the appointing authority may take 
action 1ess favorable than that recommended with regard to a respondent or other individual, unless the specific 
directive under which the investigation or board is appointed provides otherv.rise. 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 1~9c and d). In all investigations involoving fratricide! 
friendly fire incidents (see AR 385-40), the appointing authority, after taking action on the investigation, will forward a 
copy of the completed investgation to the next higher Army 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 fmdings and recommendations may result in adverse administrative action (see para 
1~9), or will be relied upon in actions by higher headquarters. 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 fmdings. 
c, Effect of errors. Generally, procedural errors or irregularities in an investigation or board do not invalidate the 

proceeding or any action based on it. 
(1) Harmless errors. Hannless errors are defects in the procedures or proceedings that do not have a material 

adverse effect on an individual's substantial rights. If the appointing authority notes a 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 to 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 requiring 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 a respondent's right to counsel. 
(b) When such errors can be corrected without substantial prejudice to the individual concerned, the appointing 

authority may return 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 corrected 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 board may be used in connection with any 
action under the Uniform Code of Military Justice (UeMJ), civilian personnel regulations, AR 600~37, or any other 
directive that contains its own procedural safeguards. 

(d) In case of an error that cannot be corrected otherwise, the appointing authority may set aside all findings and 
recommendations and refer the entire case to a new investigating officer or board composed entirely of new voting 
members. Alternatively, the appointing authority may take action on findings and recommendations not affected by the 
error, set 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 appointing 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 a new board which recommends less favorable action. 

(4) Failure to 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) above may be treated as harmless if the respondent fails to point 
them out. 
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Chapter 3 
General Guidance for Investigating Officers and Boards 

Section I 
Conduct of the Investigation 

3-1. Preliminary responsibilities 
Before beginning an informal 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 appropriate legal 
guidance. 

3-2. Oaths 
a. Requirement. Unless required by the specific directive under which appointed, investigating officers or board 

members need Dot be sworn. Reporters, interpreters, and witnesses appearing before a formal board will be sworn. 
Witnesses in an informal investigation or board may be sworn at the discretion of the investigating officer or president. 
The memorandum of appointment may require 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 perfonnance of such duties, under UCMJ, Art. 136 (for military per.sonnel 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. Challenges 
Neither an investigating officer nor any member of a board 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 
qualification on the part of an investigating officer or board member will present the facts to the appointing authority. 

3-4. Counsel 
Only a respondent is entitled to be represented by counsel (see 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 is a member of an appropriate bargaining unit, the exclusive representative of the 
unit has the right to be present whenever the employee 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 (see para 3-8). 

3-5. Decisions 
A board composed of more than one member arrives at findings and recommendations as provided in section II of'1h1s 
chapter. A fonnal board decides challenges by a respondent as provided in paragraph 5-7. The investigating officer or 
president decides administrative matters, such as time of sessions, unifonn, 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 fmal. Unless a voting member objects to the president's 
decision on an evidentiary 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 of 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 only' if there is a respondent 

However, if a question arises, the detennination 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 to exclude the public from at least some of the proceedings even though there is a 
respondent, if the subject matter is classified, inflammatory, or othervvise exceptionally sensitive. In any 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, photograph, broadcast, or televise the board 
proceedings. A respondent may record proceedings only with the prior approval of the appointing authority, 
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PRES: 'I'h.is bearing win come to order. This board of officers has been called In determine' _____ _ 

When. RESP is wilhour counseL' _____ _ 

PRES' you may, if you desire. obtain civilian counsel at DO expeose to the Government for this hearing. If you do not 
obtain civili£l!l counsel, you are entitled to be represented by a military counsel designated by the appointing authority. Do you have counsel? 

RBSP: No (Yes). 

If RESP has counse~ the RCDR should identify that counsel at this poiru far the record. If RESP does rwt have counsel, the PRES should ask 
this quesrion: 

PRES: Do you desire to have military counsel:? 

RESP: Yes (No). 

!j RES? answers "yes," the PRES should mljoum the hearing and ask the appointing authority ta appoint counst!lfor RESP (see parll5-6b). 
If. counsel is supplied, -the RCDR 5houId identify that COJD1$eJ for rhe record when- the board reconvenes. 

A reporter and em mterpreter, if used, should be swam. 

RCDR: The reporter will be sworn. 

RCDR: Do you swear (or affirm) that you will faithfully perform the duties of reporter to this board, (so help you God)? 

REPOR'IER: I do. 

RCD~ The interpreter will be sworn. 

RCDR: Do yoo swear (or affirm) that yon wIn faithfully perfotrn the duties of interpreter in the case now in bearing. (so help you God)? 

1N1BRPRETIlR: I 00. 

RCDR: The board is appointlld by Memorandum of Appointmen1. Hearlquarten> rl::rt..n Have all 
me:mbers of the bomrl read the mernoranduIn of appointment? (If not, the memonmdnm of appointment is read aloud by RCDR or silently by 
any member who has not read it) 

When RFSP has been r:ksigTJlJled by a separale memorandum of appointment, the same procedure applies to that memorandum oj appointment. 

. RCDR! Mil}' ili~ memorandum of appointment be Rttached to these proceedings as Enclosure 17 

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

RCDR: The following members of the board are present 

"{be following members are absent 

RCDR should account for all persorrrud of Jhe board. including RESP and COUNSEL. if any, as present or absent a1 each session.. RCDR 
should stalf IM reason for any absenct;. if bwwn. arui wht!ther t~ absence was authorized by the appointing authority. 

PRES:--c:------. you may challenge any member of the boatrl (or the legal advisor) for lack of impartiality. Do you desire to make a 
challenge? 

Figure 3-1. Suggested procedure for board of officers with respondents 
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RESP (COUNSEL): No. (The respondent cbaIlenge,,-s _____ _ 

If RESP challenges for lack of impartiality, the £4., PRES, or nat senior rtU!I1lber, as appropriate, dctermir;,es the challenge. See paragraph 
5-7. lfsustaining a cha11erige results in less than a quorum. the board should recess until addititmal membe.rs are added. See paragraph 5-2b. 

RCDR swears board members, if required.. PRES then $We.ars RCDR. if required. 

RCDR: The board will be swom. 

AU persons in the room s~ while RCDR administers the oath. Each voting member ~s his or her right hand as RCDR calls his or Mr 
name in administering the foUowing oath: 

RCDR: Do you. Colonel Lieutenant Colonel Major swear (affirm) that you wiD 
faithfully perfonn your duties as It member of thls board; that you will impartially examine and inquire into the matter now before you 
according to the evidence, your conscience. and the laws and regulations provided: that you win rnaJre such findings of fact as are supp:m:ed by 
the evidence of record; that, in ~g those facts, you will use your professional knowledge, best judgment. and common sense; and that 
you will make such recommendations as are appropriate and warranted by your findings, according to the best of your undersmnding of the 
rules, regulations, policies. and customs· of the service, guided by your concept of justice, both to the Government and to individuals concerned, 
(00 belp you Go<l)? 

MEMBERS: I do. 

1M board members lower their hands but remain standing while the oath is administered to LA and to RCDR. if required. 

PRES: Do yonll. __ --c--,-___ -,-_-c_-,-__ ~ swear (or affimJ.) that you will faithfully perform the duties of Oegal 
advisor) (recorder) of this board. (so help yon God)? 

LAlRCDR: [ do. 

All persormt:l now ~sume their seats. 

PRES may JWW give genera! advice conceming applicable rules for tIu: /rearing. 

RCDR: The respondent was notified of this hearing onL-____ 19 __ 

RCDR presents a copy of the numwrondum oj notification with a certijicatWn that the original was delivered (or dispatched) to RES? (para 
5-5) and requests that it be aruu:hed to the procudings as Enclosure-

PRES: The copy of the memonmdum of notification will be attached as requested. 

Presentation or Evidence by the Recorder 

RCDR may 11UlU an opening statement aJ this point to clarify the expected presentation of evidence. 

RCDR then calls witnasts and presenn othef eviden.ce relevant to the subject of the proceedings. RCDR should logically present the facts to 
help the board understand what happened. Erctpt as otherwise directed by PRES, RCDR may determine the order of presentatWn offacts. The 
fDllowing ·euzmples are intended to UTVe as a guide :0 the manna- of presenrarion. but not to the sequenc~ 

RCDR: I request that this statement of (witness) be tna.l±ed Exhf~iL- and received in evidence. This witness will not appear in person 
b~w<c __________ ___ 

LA (PRES): The statement will (not) be accepted. 

RCDR may read the statemem 10 the board if it is accepted. 

RCDR: I request that L"lis (documentary or real evidence) be marked as ExhirnL ___ and received in evidence. 

A /oUJtCiatinn for the introduction of such evidence normally is established by a certificate or by testimony of a witness itulicating its 
authenticity, LA (PRES) tk/.ermi~:; the adefJlUlCY of this fowuJarion. If 1..A (PRES) hm a reasonable basis to btijeve the evidence is whar it 
purports 10 be, he Qr SM may waive formal proof of authentidty. 

Figure 3-1. Suggested procedure for board of officers with respondents-Continued 
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RCDR: The recorder and respondent have agreed to stipulate' _______ _ 

Before LA (PRES) accepts the stipulation, he or she shauld verify that RES? joins in the stipulation. 

LA (PRES): The stipulation is accepted. 

If the stipulation is in writing, it wi!! be marked as an. exhibit. 

RCDR coruiucrs direct examination of each witness called by RCDR or at the request of PRES or members. RESP or COUNSEL may then 
cross-examine the witnefs. PRES and members of the board may then question the witness, but PRES may control or limit questions by board 
members. 

RenR: The board cal1~, ________ as a witness. 

A miUtary witness approaches and salutes PRES, then raises his or her right hand while RCDR administers the oa1h.. A civilian witness tines 
the same bui wiJhout saluting. See MeM. Rules for Court-Martial 807, for ftuther guidmwe with regard to oaths. 

RCDR: Do you swear (or affirm) that: the evidence you shall give in the case now in bearing shall be the truth, the whole truth. and nothing but 
the truth, (so help you God)? . 

If the. wit:nesf desires to affirm rather than swear, the words "so help you God" will be omitU!d. 

WITNESS: I do. 

The wttness then takes the witness chair. RCDR asks every wimess the folJuwing question nIJ marter who called the witness. 

RCDR: "What: is your full name (grade, brnnch of service. organization. and station) (and address)? 

Whenever it appears appropriate and advWabk tD do so, the board should explain EM rights of a witness WIder Article 31 of the UCMJ or tfU! 
Fifth. AmentImenz to the Constitution. S~ paragraph 3-6c(5). 

If the report of proceedings will be- filed in a system of records wuler tlU! witness's name, the board must advise that witness in accordance 
with the Privacy AcL &e paragraph 3-7e. Normally, this requirerr:J!n1 applies only to RESP. 

RCDR then asks qu£Stions to develop the matter under consideration. 

RCDR: The recorder has no further questions. 

RESP (COUNSEL) may cross-examine the wibwss.. RCDR may then conduct a redirect examination. 

RCDR: Does the board bave any questions? 

Any board mt'!ltfhr wishing to question the witness should first securt the permission of PRES. 

Jf RCDR and RESP (COUNSEL) wish to askfo,r'tMr questions after the board has examined the wittuss. they should seek permission from the 
PRES. PRES shmdd normally grant such requests unless tM (juesticms are repetitive or go beyond the scope of questions asJauf. by the board. 

When all quurnming has ended, PRES annoWlCes: 

PRES: The witness is excused. 

pRES may advise the witness as follows: 

PRES: Do not discuss your testimony in this case with anyone other thHll the recorder. the respondent. or his or her counsel. [f anyone else 
attempts to talk with you about your testimony. you should tell the perron who originally called you as 8 witness. 

Verbatim proceedings s~uld indicate that the witness (except RESP) wilhdrtrw from the room. 

Unless expressly excused from furtJu!r ati~ during the hearing, all witnesses remain. subject to recall until the proceedings have eiuied. 
When a wi/.1'll!SS is recalled. the RCDR reminds such witness, after he or she has taken the witness stantL· 

RCDR.: You are still under oath. 

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

Figure 3-1. Suggested procedure for board of officers with respondents-Continued 
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RCDR: I bsve nothing further to offer relating to the matter under consideration. 

Presentation of Respondent's Evidence 

RESP (COuNSEL): The respondent has (an) (no) opening statement. 

RESP presents his or her stipulations, witnes.<:es, and other evidence in the same manner as did RCDR. RCDR administers omh to all witnesses 
and asks the first question to identify the witness. 

SlwuJd the RESP be called to the stand as a witness, the RCDR will administer lhe oath mui ask the following preliminary questions, after 
which lhe procedure is the same aJ for other witnesses: 

RCDR: What is your name, (grade, branch of service, organization, and station) (address, position. and place of employment)'? 

RCDR: Are you the respondent in this case? 

RESP: Yes. 

The board may advise RESP af his or her rights under Article 31 of the ,UCMJ, or the Fifth Amendment of the Constitution. See paragraph 
~cm 

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

When RESP has concluded his or her case, RES? announces: 

RESP (COUNSEL): The respondent rests. 

RCDR: The recorder has no further evidence to offer in this hearing. Does the board wish to have any witllesses called or recalled? 

PRES: It does (not). 

Closing Arguments and Deliberations 

PRES: You may proceed with closing arguments.. RCDR: The recorder (has no) (will make an) opening argument. 

RCDR may make 1M opening argument and, if any argJl1M1t! is made on behalf of RES? the rebuttal argumen:J. Arguments are not required 
(see para 5-9). If no argument is m.a.tk, RES? or RCDR may say: 

RESP (COUNSEL)lRCDR: The (respondent) (recorder) submits the case without argument. 

PRES: The hearing ,is adjourned. 

Adjourning the hearing does not end the duties of the board. It must arrive at foulings based (JlI rhe evidence and mo.ke recommendatioru 
supported fry thcne findings. St:e chapta 3, section II. Findings and recommendations need not be announced to RESP, bw in certnin 
proceedings, sucft as elimination actions, IMy customarily aT/!. RCDR is ruponsible for compiling the report of proceedings and submitting 
properly aUl.henti.cattd copies thereof to the appointing autlwrity. See chapter 3, section llI. 

Leg~od 

PRES: Pr-..sident of the board of officers. 
LA: Legal Advisor 
Lt\(pRES): Legal Advisor, jf ODe has been appointed; otherwise the board President. 
RCDR: Recorder (junior member of the board if no recorder has been lIppointed). (If the board consists of only one 
member, tb1l1 member hIlS the responsibilities of both PRES 3!ld RCDR.) 
RESP: Respondent. . 
RESP (COUNSEL): Respondent or respondent'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 
Q. 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 c 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.) 

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

c. Limitations. Administrative proceedings governed 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 behveen 
lawyer and client (MRE 502), privileged communications with clergy (MRE 503), and husband-wife privilege (MRE 
504) apply. Present or fanner inspector general personnel will not be required to testify or provide evidence regarding 
infonnation 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 investigation or inspection be conducted) or higher authority. (See AR 20--1, para 3-6.) 

(2) Polygraph tests. 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 accepted. 

(3) "Off the record" statements. 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 thei.r 
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 voluntarily 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 compelled to incriminate themselves, to answer any 

question the answer to which could incriminate them, or to make a statement or produce evidence that is not material 
to the issue and that might tend to degrade them (see UCM1, Art. 31). 

(b) No witnesses or respondents not subject to the UeMJ will be required 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 infonnation under (a) or (b) above must state specifically that the refusal is based 
on the protection afforded by UCMJ, Art. 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 lA, unless impractical to do so, decide 
whether the reason for refusal is well taken. If it is not, the witness 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 questions. No adverse inference will be drawn against soldiers who invoke that right under UeMJ, 
Art. 31. It is recommended that the procedure for explaining rights set forth on DA Form 3881 (Rights Warning 
ProcedurelWaiver Certificate) be used. 

(e) The right to invoke UCMJ, Art. 31, or the Fifth Amendment is personaL No one may assert the right for another 
person, and no one may assert it to 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. 

(j) 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 UCMJ, 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 obtained 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 
UCMJ, Art. 31, or the Fifth Amendment, or of his or her right to a lav.ryer 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 in furtherance of their official duties) conduct 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 it can reasonably be determined by the legal advisor or, if none, by the 
investigating officer or president that the evidence 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 inadmissible in 
a criminal proceeding. 

3-8. Witnesses 
a. General. 
(1) Investigating officers and boards generally do not have authority to 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 issued invitational travel orders in certain cases (see Joint 
Travel Regulations (JTR), vol 2, para C6000.11). The investigating officer or board president normally will infonn 
witnesses of the nature of the investigation or board before taking their statements or testimony. The investigating 
officer or board president, assisted by the recorder and the legal advisor, if any, will protect every witness from 
improper questions, unnecessarily harsh or insulting treatment, and unnecessary inquiry 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 whenever 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. Unless required by the collective bargaining agreement, there is no requirement to advise the 
employee of this right. 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 will be consulted 
before denying such a request. 

b. Attendance 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 to 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. 

c. Taking testimony or statements. 
(l) If a board is formal, or if the appointing authority has directed a verbatim record (see para 2-2), witnesses' 

statements will be elicited by questions and answers. However, narrative testimony may be used. 
(2) In informal proceedings, 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 statements, but the witness will be infonned if one is used. The investigating officer or board 
will assist the witness in preparing a written statement to avoid inclusion 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, correct, 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 sworn, use of DA Form 2823 (Sworn Statement) is recommended. If the witness is unavailable or 
refuses to 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 is 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 sworn or unsworn statements that have fIrst been made exhibits. The witnesses remain subject to questioning on 
the substance of such statements. 

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

(a) Proceedings are formal or informal. 

14 

(b) Witness is detennined to be unavailable. 
(c) Witness testifies. 
(d) Prior statements were sworn or unsworn. 
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(e) Prior statements were oral or written. 
(j) Prior statements were taken during the course of the investigation. 
d. Discussion of evidence. An investigating officer or board may direct witnesses who are subject to Anny 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 until the investigation is complete. This precaution 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, a respondent, or counsel for a respondent. 

e. Privacy Act statements. 
(1) if'hen 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 infonned by the appointing authority, an investigating officer 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 not be retrievable by the name of any other witness. If any question arises as to the need for a Privacy Act 
statement, the investigating officer or board will consult the legal advisor, if any, or the servicing lA. 

(2) Method of providing statement. Appendix B provides guidance for preparing Privacy Act statements. The 
statement may be written or oral, but it must be provided before taking the witness's testimony or statement. A written 
statement will be attached to the report of proceedings as an enclosure, An oral statement will be noted in the report 
either as part of a verbatim transcript or as an enclosure, 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 to a copy of the Privacy Act 
statement in a fonn 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 otherwise 
modifying any instruction in the original appointment, the investigating officer or president of the board will report this 
situation to the appointing authority with recommendations. 

Section II 
Findings and Recommendations 

3-10. Findings 
a. General. A finding is a 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 establish 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 investigating officer or board will nonnally 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 investigations and boards governed by this regulation must be supported by a greater weight 
of evidence than supports a contrary conclusion, that is, evidence which, after considering all evidence presented, 
points to 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 indications of veracity. 

c. Form. Findings will be stated to reflect clearly the relevant facts established by the evidence and the conclusions 
thereon of the investigating officer or board. If [mdings are required on only one subject, nonnally they will be stated 
in chronological order. If findings are required on several distinct subjects, they nonnally will be· stated separately for 
each subject and chronologically within each 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. Each recommendation, even a negative one (for example, that no further 
action be taken) must be consistent with the fmdings. Investigating officers and boards 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 Goverrunent 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 consider it carefully in light of any instructions contained in the original appointment and any 
supplemental instructions. These deliberations will (and if there is a respondent, must) be in closed session, that is, with 
only voting members present. NODvoting members of the board 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 consultation. 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 respondent and counsel are not entitled to be 
present during such assistance. 

3-13. Voting 
A board composed of more than one voting member arrives at its findings and recommendations by voting. All voting 
members present must vote. After thoroughly considering and discussing all 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 fmdings 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 III 
Report of Proceedings 

3-14. Format 
a, Formal. If a verbatim record of the proceedings was directed, the transcript of those proceedings, with a 

completed DA Form 1574 (Report of Proceedings by Investigating OfficerlBoard of Officers) as an enclosure, and 
other enclosures and exhibits will constitute the report. In other formal boards, a completed DA Form 1574, with 
enclosures 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 
not-will include fmdings 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 including 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). 
c. 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, statements 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, 
including 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 taken in the case, the evidence will be 
disposed of as provided in AR 190--22, where applicable. 
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c. 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 3-6b) 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 notice was taken. 

e. Objections. In a formal board, if the respondent or counsel makes an objection during the proceedings, the 
objection and supporting reasons 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 minority report (see para 
3-13) may authenticate that report instead. If any 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 disclose, release, or cause to 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 appointing authority. 

3-19. Submission 
A written report of proceedings will be submitted, in two complete copies, directly to the appointing authority or 
designee, unless the appointing authority 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 satisfied. (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 advisor is unnecessary because persons with special expertise may be consulted 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 voting on findings and recommendations. (See para 3-13.) 

4-2. Procedure 
An informal investigation or board may use whatever method it finds most efficient and effective for acquiring 
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 development, holding no collective meeting until ready to 
review all the information collected. Although witnesses may be called to present fonnal testimony, infotmation also 
may be obtained by personal interview, correspondence, telephone inquiry, or other informal means. 

4-3. Interested persons 
Informal procedures are not intended to provide a hearing for persons who may have an interest 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 to an 
individual or individuals. 

Chapter 5 
Formal Boards of Officers 

Section 
General 

5-1. Members 
a. Voting members. All members of a fonnal board of officers are voting members except as provided elsewhere 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 detennines that such appointment is impracticable because of 
military exigencies. The president has the following responsibilities: 

(I) Administrative. The president will~ 
(aJ Preserve order. 
(b) Determine 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 appointed, the legal advisor rules fmally on matters set forth in paragraph d 

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 determines that he or she needs legal advice when ruling on evidentiary and procedural 
matters, he or she will contact 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 5-7c)) 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 matters. If a respondent has been designated, the respondent and counsel will 
be afforded the opportunity to be present when legal advice is provided to 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 to 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 a fonnal board of officers under the following circumstances: 

(a) TJAG authorizes the appointment. 
(b) Another directive applicable to the board requires the appointment. 
(c) The appointing authority is a GeM convening authority. 
(d) The appointing authority is other than a GeM 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 GeM 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 GeM 
jurisdiction concerned. The SJA will then be responsible for providing or arranging for the legal advisor. 

e. Members with special technical knowledge. 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 warrant 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 will indicate the limited participation of an advisory member. 

5-2. Attendance of members 
a. General. Attendance at the proceedings of the board is the primary duty of each voting member and takes 

precedence over all other duties. A voting member must attend scheduled sessions of the board, if physically able, 
unless excused in advance by the appointing authority. If the appointing authority is a GeM convening authority 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 to the SJA or legal advisor. The board may proceed even though a member is 
absent, provided the necessary quorum is present (see d 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 quorum 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 qualifications), that member is essential to the quorum 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 memorandum of appointment may, 
however, designate 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 alternate 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 alternate member newly authorized 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 otherwise) for a substantial portion of the proceedings, as 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 will 

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 

members, 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) Arrange for the presence of witnesses who are to 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), recording equipment, stationery, and 

other supplies. 
(5) Arrange to have available aU necessary Privacy Act statements and, with appropriate authentication, all required 

records, documents, and real evidence. 
(6) Ensure, subject to security requirements, that all appropriate records and documents referred with the case are 

furnished to any respondent or counsel. 
(7) Take whatever other ac~ion 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 at the initial session or detennine 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 all orders of the board. 
(5) Conduct the presentation of evidence and examination of witnesses to bring out all the facts. 
c. After 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 authority or designee. 

Section II 
Respondents 

5-4. Designation 
a. General. A respondent may be designated when the appointing 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 designate a 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 to a respondent under 

this regulation are mandated by other regulations or directives. 
b. Before proceedings. ""hen 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. 
c. During the proceedings. 
(1) If, 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 authority. 
(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 request 
that witnesses who have previously testified be recalled for cross-examination. If circumstances do not permit recalling 
a witness, a written statement may be obtained. 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 a respondent (including a 
respondent desi.gnated 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, a "reasonable 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. 
c. 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.) 
f (Only if the board involves classified matters.) The respondent and counsel may examine relevant classified 

materials on request and, if necessary, the recorder will assist in arranging clearance or access. (See AR 380-67.) 

5-6. Counsel 
a. Entitlement. A respondent is entitled to have counsel and, to the extent permitted by security classification, to be 

present with counsel at all open sessions of the board. Counsel may also 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 furnished 
only to 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 Government civilian employee 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 unit pursuant to 5 USC 7114(a)(2)(B). (See para 3-4.) 

(2) Military 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 who declines the services 
of a qualified designated counsel is not entitled to have a different counsel designated. 

(3) Militmy 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. 

c. 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 not be delayed unduly to permit a 
respondent to obtain a particular counselor to accommodate the schedule of such counseL 

d. Qualifications. Counsel will be sufficiently mature and experienced to be of genuine assi.stance to the respondent. 
Unless specified by the directive under which the board is appointed, counsel is 110t 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 perfonnance of duties or the zeal with which he or she represents the 
respondent. Any question concerning the propriety of a counsel's conduct in the perfonnance of his or her duty will be 
referred to the servicing JA. 

5-7. Challenges for cause 
a, Right of respondent. A respondent is entitled to have the _matter 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 challenge for cause may be made at the 
board proceedings. Any other matter affecting the qualification of a board member may be brought to the attention of 
the appointing authority. (See para 3-3.) 

h. Making a challenge. A challenge will be made as soon as the respondent or counsel is aware that grounds 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 challenge. Such questions must relaie directly to the issue of 
impartiality. Discretion will be used, however, to avoid revealing prejudicial matters to other members of the board; if 
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 impartiaL 

c. Deciding challenges. The appointing authority decides any challenge to a board 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 challenged, 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 session of the board attended by the legal advisor, the president or the next senior 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 to 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 to present additional evidence. If more than one 
member is challenged at a time, each challenge will be decided independently, in descending order of the challenged 
members' ranks. 

e. Sustained challenge. If the person deciding a 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 quorum 
(see para 5-2b), the board will adjourn to allow the addition of another member; otherwise, proceedings will continue. 

5-8. Presentation of evidence 
a. Rights of respondent. Except for good cause shown in tlle report of proceedings, a respondent is entitled to be 

present, with counsel, at all open sessions of the board that deal with any matter concerning the respondent. The 
respondent may~ 

(1) Examine and object 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 othenvise introduce evidence. 
(4) Testify as a witness; however, no adverse inference may be drawn from the exercise of the privilege against 

self-incrimination. (See para 3-7 c(5).) 
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 Government 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 soldiers or Federal civilian employees, to authorized reimbursement of expenses of 
other civilian witnesses who voluntarily appear in response to invitational travel orders, and to official cooperation in 
obtaining access to evidence in possession of the Government, to the same extent as is the recorder on behalf of the 
Government. 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 counsel from the obligation to 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 3-7c(1) will not be provided to a respondent or 
counsel unless the recorder intends to introduce such evidence to the board and has obtained approval to 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 behalf of a respondent, the 
closing argument in rebuttal. 

5-10. After the hearing 
Upon approval or other action on the report of proceedings by the appointing authority, the respondent or counsel will 
be provided a copy of the report, including all exhibits 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 I 
Required Publications 
Military Rules of Evidence are found in the Manual for Courts-Martial, United States. 

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

AR 25-55 
The Department of the Army Freedom of Infonnation Act Program. (Cited in para 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 Anny Privacy Program. (Cited in para 3-8 and app B.) 

AR 380-j)7 
The Department of the Anny Personnel Security Program. (Cited in para 5-5.) 

JTR, vol. 2 
(Cited in para 3-7.) (Available at https:llsecureapp2.hqda.pentagon.mil/perdiem.) 

MCM 2005 
See Military Rules of Evidence 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 

UCMJ, 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.anny.rnil/referencesIUCMJ.) 

UCMJ, Art. 138 
Complaints of wrongs 

Section II 
Related Publications 
A related publication is a source of additional infonnation. The user does not have to read it to understand this 
regulation. United States Code is found at \VWW.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 735-5 
Policies and Procedures for Property Accountability 

5 USC 303 
Oaths to witnesses 

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 
Department of the Army: 'seal 

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

U.S. Constitution, amend. 5 
No person shall be held to answer for a capital, or othcnvise infamous crime, unless on a presentment or indictment of 
a Grand Jury. 

Section III 
Prescribed Forms 
The following forms are available on the APD Web site (WW\V.apd.anny.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 Warning Procedure/Waiver Certificate 

Appendix B 
Guidance for Preparing Privacy Act Statements 

B-1. General 
Q. The Privacy Act requires that, whenever personal information is solicited from an individual and the information 
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will be filed so as to be retrievable 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 principal 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 all or part of the information. 
b. Each Privacy Act statement must be tailored to the matter being investigated and to the person being asked to 

provide infonnation. The servicing JA will be consulted for assistance in preparing Privacy Act statements, as 
necessary. 

B-2. Content 
a. Authority. If a specific statl,Ite or executive order authorizes collection of the information, or authorizes perform­

ance of a function that necessitates collection of the infonnation, the Privacy Act statement will cite it as the authority 
for solicitation. For example, if a commander appoints an investigating officer to inquire into a UCMJ, Art. 138, 
complaint under the provisions of AR 27-10, the statutory authority for solicitation of the information would be 10 
USC 938. Re,brulations will not be cited as the authority. If no 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 statement of the reason the 
investigation is being conducted. The following examples apply to particular types of investigations: 

(1) Administrative elimination 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 determination is 
made not to retain you on active duty, the type of discharge to award." 

(2) Investigation of a UCMJ, Art. 138, complaint: "The purpose for soliciting this information is to obtain facts and 
make recommendations to assist the commander in determining what action to take with regard to (your) (complain­
ant's) UCMJ, Art 138, complaint."' 

(3) Investigation of a security violation: <'The purpose for soliciting this information is to determine whether the 
security violation under investigation resulted in a compromise of national defense infonnation, to fix responsibility for 
the violation, and to deteI1T).ine whether to change existing security procedures." 

(4) Flying evaluation board pursuant to AR 600-107: "The purpose for soliciting this information is to provide the 
commander a basis for a determination regarding your flying status." 

c. Routine uses. In order to advise an individual of what routine uses may be made of solicited infonnation, 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 infonnation you provide is 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 vo/untmy; the effect of not providing information. 
Providing infonnation is voluntary unless the individual may be ordered to testify. The following statement can be used 
in most situations: 

(I) 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 infonnation other 
than that certain information might not othenvise be available to the commander for his or her decision in this matter." 

(2) Individual who may be ordered to testify: "Providing the infonnation is mandatory. Failure to provide informa­
tion could result in disciplinary or other adverse action against you under (the UCMJ or Anny regulations) (civilian 
personnel 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 UCMJ, Art. 31, or the Fifth Amendment, after he or she has been told it is mandatory to provide 
infonnation, the advising official must be certain that the individual understands that such rights warning supersedes 
this portion of the Privacy Act statement. 
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Glossary 

Section I 
Abbreviations 

AR 
Army regulation 

DA 
Department of the Anny 

DOD 
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 

TJAG 
The Judge Advocate General 

UCMJ 
Unifonn Code of Military Justice 

USC 
United States Code 

Section II 
Terms 

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

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

Section III 
Special Abbreviations and Terms 
This section contains no entries. 
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Index 

Thi.s index is organized alphabetically by topics and subtopics. Topics and subtopics are identified 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 
ddinition, 1-3 
not basis for respondent designation" 5-4 

Appointing authority, 
action" 2-3, 3-20 
communication with, 3-8 
errors, 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, 1--5 
duties and functions, 1--6 
guidance to, 3-2 through 3-20 
members, 2-1, 5-1, 5,,2 
president, 3-9, 3-15, 3-20, 5-1, 5-8 
purpose and scope, 2-1 
recommendations, 2-3 
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, 5-8 
controlled by CPR, 1-9 
counsel for, 3-4, 3--8, 5-6 

Civilian Personnel Regulations (CPR), 2-3 
Classified material, 5-5 
Closed session, 3-12 
Communication, 3-7, 3-9, 3-15 
Confession, 3-7 
Counsel, 

communication with client, 3-7 
entitlement to, 5-6 
failure to cite errors, 2-3 
for civilian employees, 3-4, 3~8, 5--6 
present 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 
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Deliberations, 3-11 
Disciplinary action. See Adverse actions, 
Disease or injury, 3-7 

Enclosures, 3-14, 3-15, 5-10 
Errors, 2-3 
Evidence, 

as exhibits, 3-16 
discussion of, 3-8 
documentary, 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, 3-10 
use of, 1-9 

Formal boards. See Boards of officers, 
Formal procedures, 

definition, 1-5 
not mandatory, 1-5 
use of, 1-5 

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

Hearings, 5-10 

Immunity, 3-7 
Informal boards, 4-1 through 4-3 
Informal investigations, 2-1, 4-1-4-3 
Informal procedures, 1-5 
Inspectors general, 3-7 
Instructions, 1-1, 2-1, 3-11, 3-12 
lnterested persons, 1-7, 4-3 
Investigations, 

appointment to, 2-1 
authorization, 1-1 
boards for, 4-1 
composition of, 4-1 
conduct of, 3-,1 through 3-9 
duties during, 1-6 
function of, 1-6 
guidance for, 3-2 through 3-20 
informal, 4-1-4--3 
preliminary, 1-5 
purpose and scope, 2-1 
recommendations of, 2-3 
results of, 1-9 
types of, 1-5 
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Involuntary admission, 3-7 

Judge advocate (JA), 
advises on appointments, 2~ 1 
advises on Privacy Act, 3-8 
advises on procedure, 1-5, 2-1, 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 fonnal board, 2-1 
civilians (JA) as, 5-1 
decision making, 3-5 
fonning findings and recommendations, 3-12 
functions, 5-1 
protection of witnesses, 3-7, 3-8 

See also Judge advocate 

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

Memorandum of appointment, 
appoints members, 2--1 
as 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" 1-9, 3-15, 5-3 

Oaths, 3-2, 5-3 
Objections, 2-3, 3-5, 3-16 
Official notice, 3-7, 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, 3-6 
recording, 3-6 

See also Report of proceedings 

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

Quorum, 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-l, 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 
minority, 3-13, 3-17 
safeguarding of, 3-18 
submission of, 3-19, 5-1, 5-3, 5-10 

Respondents, 
assistance to, 5-8 
as witnesses, 5-8 
challenges by, 5-7 
counsel for, 5-6 
designation of, 1-8, 1-8, 5-4 
notice to, 5-5 
recording of procedures, 3-6 
records provided to, 5-3, 5-5 
rights o~ 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 also Proof of facts 
State Adjutant General, 2-1 
Statements, 

as argument, 5-9 
as 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, 5-4 

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

Uniform Code of Military Justice (UCMJ), 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, 5-8 
examination of, 5-3 
interviewed, 1-5 
ordered to testify, 3-·7 
protection of, 3-7, 3-8 
respondents as, 5-8 
self-incriminating, J-7 
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DEPARTMENT OF THE ARMY 
HEADQUARTERS. U.S. ARMY COMMUNICATIONS·ELECTRONICS COMMAND 

6002 COMBAT DRIVE 
ABERDEEN PROVING GROUND. MARYLAND 21005·1845 

AMSEL-CG 3 February 201 1 

MEMORANDUM FOR InvestigatingOfficer(2) • 

Command and Control Directorate, Fort Monmouth, New Jersey 07703 

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

I. Unfortunately, Investigating 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 15·6, Procedures for Investigating 
Of1icers and Boards of Officers, to conduct an infonnal 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 detennine the validity or 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, in'egularities, 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. 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 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. 

c. Whether the R2 oflice 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 oflhe Economy Act andlor Federal appropriations laws. 

d. Whether the CECOM LCMC Internal Review Oftice 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 infonnation 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 5th 

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 arc 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 set forth by the Secretary of the Army General 
Counsel Memorandum dated 2 December 20 I 0, detailed in the informational packet provided 
to you with this letter. You will compose the initial draft AR 15-6 Report ofInvestigation 
(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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iYus.army .mi 1. 

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 utilize DA FOfm2823 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 to 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 (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 infonnation. 

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. 

11. 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 required to cooperate with 
official investigations. There are some exceptions: 

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 
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 else, before initiating 
questioning you must: (1) infonn 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 guidance 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. rfyou find it 
necessary to interview contractor employees, you must contact the contracting officer's 
representative for the applicable contract to request cooperation. 

12. This investigation has been directed by the Office of Special Counsel COSC) 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 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 whistIeblower, 
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 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 lab the original 
ROI, 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 your 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 leave. 

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

MG, USA 
Commanding u 
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MEMORANDUM FOR 
Grounds, Maryland 201 

CERDEC, RDECOM, Aberdeen Proving 

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

1. You ate hereby appointed as .an investigating officer pursuant to AR 15·6, Procedures for 
Investigating Officers and Boards of Officers, to conduct an informal investigatioll regarding 
allegations of inappropriate conduct on the part employecsofthe Communications 
Electronics Command.Life Cycle Management COlIllllill1d (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). As this investigation is dir.ected by the Office oithe 
Secretary of the. Army this investigation will take precedence over any other matters. 

2. The purpose of your .investigation is to determine the validity of the whistleblower's 
allegations and make findings. concerning ",nether any \vrongdoing occurred, and if so, by 
whom, and whether adequate policies and procedures are in place to preclude any recurrence 
of any improprieties, irregulatities, or misconduct disclosed during your inquiry. You will 
nseas a basis for your investigation the Office of Special Counsel memoranaUJ:l1 dated 30 
November 2010 for additional information regarding the allegedviola1;ions, the Draft Report 
of investigation dated July 2011, and the U.S. Anny Criminal InvestigationColIllllill1d Final 
ReportofInvestigation dated16 August 2012 

3. m conducting yourinvestigation, you will consider the evidence of witnesses, the materials 
contained in the reference (enclosed), and any other materials that you consider relevant. At a 
minimum, you ate to make detailed findings and recommendations regarding the following; 

a. What if any typc of inquiry or audit Did the CECOM Internal Review office conduct 
into the Pee 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 of either the Economy 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 mternal Review Office comply with AR 11-77 AR 11-7, Army 
Internal Review Program, Chapter 5, paragraph 5-2 requires evaluators to issue reports 
communicating the results of each completed review. If a review is tetminated before it is 
compMed and arevie!w report is not issued, AR 11·7, paragraph 4-18 requires evaluators to 
document the wOrk to date of terminatio.n and why the review was terminated. Ifno report 
was issued, what was the reason for termination of the review? If no report was issued, was 
the reason for terminlition 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? 

c. Did the R2 projeCt office have an established a process to properly track individual 
customer expenses to ensure compliance with the Economy Act. The draft AR 15-6 Finding 
concludes that no process was in place to track individual customer eJlllenses, but further 
concludes that there were no Economy Act violations. Given that there was no process to track 
individual expenses, it is not dear how there can be a definitive fmding.that there was no 
violation of the Economy Act. This conclusion does not appear to be supported by the 
evidence. You should review and revise accordingly this Finding after you have gathered 
additional evidence to determine addressing whether there 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 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 funding of the R2 Office is relevant to the 
question presented. The current Finding does not contain sufficient detail or referenees to 
contemporaneous documentation to support the conclusion. This needs to be explained and 
further addressed by gathering additional evidence that addresses this point. You should review 
and revise accordingly this Finding, 

e. 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 LCMCin violation of the Economy Act andlor Federal appropriations laws? 

f. The Finding at Section rV( 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 Econumy Act violations and tracking problems wlthin the R2 Project Office." The 
Finding concludes that "The IR office did not fail to issue a draft or :final report." The Finding 
details that a draft report was issued on 4 May 2008, and the Comptroller/GS office formally 
responded to the draft 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 necessary to form an IIPT or why the resolution reached by the IIPTwas not incorporated in 
a.revised draft or final report. Recommend that the IO determine whether the conclusion reached 
by the lIPT 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 report incorporating the rIPT 
efforts was not issued. 

g. The ROI discusses multiple legal opinions (some unsigned) that discuss general fiscal law 
principles related to fee for service charges and fiscal law principles and references Exhibits P, 
Q, and N. Was there ever a legal review of me specific activities of the R2 Project Office 
undertaken and a determination 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 procedures? Were there any additional legal reviews conducted, as reflected in the 
testimony of witness If so, provide any copies of those documents. 

h. Where possible you will attempt to detennine each individual customer's charges, not the 
"average" rate but the exact fee charged. 

i. IdentifY any systemic issues that need to be identified and collective actions to be taken to 
address them. 

j. Detennine why the AAA relied on a·draft 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. 

L Identify the author of the draft IR report. Identify and resolve inconsistency between 
content of draft IR report (Exhibit M) and testimony of' - - " versus testimony of Mr. 

and Mr. -- - . If there was a disagreement between the Internal Review auditors and 
the Chief of the Internal Review officewhal.steps were taken to resolve any disagreements or 
conflicts in the final report'? 

m. When there is a difference of opinion between CECOM Legal and G-8, which opinion is 
given greater weight? 

4. This investigation has been directed by the Office of Special COUl1Sel (OSC) pursuant to a 
whistleblower complaint. Because this is a whistleblower investigation, the whistleblower has 
certain rights. Pursuant to OSC policy, you nonnally 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 whistlebiower 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 tum, this information will be conveyed 
to the Anny Office of the General Counsel for further guidance. 

5. Using the infonnaI 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.). 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. Caution all 
individuals that they must not discuss the subject matter of the investigation with anyone other 
than a properly detailed investigator. 

6. All witness statements win be sworn and will be taken on DD Form 2823. It is 
unnecessary and you. are strongly encouraged not to obtain personal identifying 
iJiformation (Social Security Numbers)from tlle witnesses. Clarify any contradictory 
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statements tothe greatest extent possible. In the event that you are unable to obtain a swom 
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. 

7. If, in the course OfyOUT 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. 

8. From the evidence, you will make fmdings 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 decm appropriate, if any. You may also recommend any necessary 
management actions to preclude a recurrence of any fonnded 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. 

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

1 L If in the course of your investigation you suspect that a military member or civilian 
employee has committed violations of the Uniform Code of Military Justice (UCMJ), another 
criminal law, or a Federal or State 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, when interviewing a Federal civilian employee, you must first determine whether 
the employee is a member of aJocal 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. 

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 required to cooperate with 
official investigations. There are some exceptions: 

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. Y Oll must observe appropriate 
union notice requirements prior to interviewing any bargaining unit employees. Should a 
bargaining nnit employee seek to invoke this right, you have no obligation to arrange 
representation for the employee, only an obligation to pennit 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. o.nce 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 
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whether any particular employee you wish to interview is a member of the bargaining 
unit. 

b. Ifyeu are interviewing a civilian witness about somebody else, before initiating 
questioning you must: (1) inform the interviewee why you are questioning himJl:ter about 
someone else and who that person is (by name), and (2) assure the employee that no 
reprisal will take place ifhefsherefuses to answer, but that adverse action could be 
initiated based on their refusal to cooperate in a proper! y authorized investigation or 
inquiry. If the employee.refuses to answer your questions, suspend the interview and 
contact yeur legal adviser. 

c. Civilian empleyees whe reasenably believe that infennatien they provide during an 
official investigation may be used against them in a criminal prosecution cannot be 
required to ceoperate without a grant of immunity. Should any civilian employee you 
attemptto interview decline to cooperate for any reason, suspend the interview and seek 
guidance from your legal advisor on how to precede. 

d. If the matter you are investigating involves a grievance, a persetmel practice, or policy er 
ether cenditiens of empleyment, you may be required if.'} neti:lY the union ef any 
interviews yeu have scheduled with bargaining unit empleyees and afford the union the 
opportonity to be present. Check with your legal advisor to determine if this. rule applies 
to your case and hew te preceed if it does. 

e. You have no autherity to compel th.e coeperation of contractor employees. If you find it 
necessary to interviewcontracter employees, you must contact the contracting officer's 
representative fer the applicable contract to request cooperation. 

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

14. You may be required to obtain and secure physical evidence, If you are unable to ebtain 
or secure the evidence, prepare a MFR documenting the evidence's relevance and where it is 
maintained. Advise the respective custodian, in writing, ofhls 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 Anny Geoeral 
Counsel Memerandum dated 2 December 2010, detailed in the infunnational packet provided 
to you with this letter. 

16. In your investigation you are not limited to the issues and questiens 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 investjgate matters that do not 
fall within the areas for investigation describe.d above, If you are.in doubt aboutthe relevance 
of a matter, you will consult your legal advisor. If during your investigation you discover 
additional matters that you believe warrant investigation, discuss themv.~th your legal 
advisor, who will advise me as to whether the investigation should be expanded, 

17, You will niake non-binding but specific recommendations 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 a member of this command. Submit your 
findings and recommendations on DA Fonn 1574 to th.eLegal Office forreview within 21 
working days from the date 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 Anny's final report to theOSC, please provide a written 
smmnary of the actions you have taken in the case to date, together with your justification for 
extension of the suspense to Cassandra Johnson, Office of the Anny General Counsel, fum 
the Office of the Staff Judge Advocate, Ms. Johnson will petition the OSC for an extension. 
The grant of extension from OSC is never guaranteed, so it is strongly recommended that you 
begin your investigation immediately and employ th.e appropriate resources to ensure its 
timely completion. 

18. In your investigation, you will make such findings as are relevanfand supported by the 
facts. You will also make such recommendations as are appropriate and are. supported by the 
facts. In compiling your report of investigatio.n, consider carefully thatinfo.nnatio.n contained 
therein will be subject to public disclo.sure and release. 

19, In suppo.rt ofyo.ur findings and recommendations recorded on a DAFonn 1574 (Report of 
Pro.ceedings by Investigating Officer/Board of Officers), you must include all administrative 
enclo.sures and evidentiary exhibits and o.ther malerials which yo.u co.nsidered, They must be 
tabbed and indexed with a table of contents and enclo.sures. Make clear, concise, and specific 
findings o.f fact. The evidence contained in yo.ur investigation must directly suppo.rt each finding 
you make, and you should specifically refer to. each exhibit that suppo.rts that particular finding, 
Your recommendations must be consistent with your findings. Submit your entire package of 
findings and recommendati.ons with appropriate enclosures to me, through the CECOM Legal 
Office·. 

20. Make two copies of your report of investigation (ROI). 

21, Before beginning your investigation, you will receive a legal briefing from your legal 
advisor, CECOM Office of the Chief CounseL You may 
c.onsult the legal advisor at any time during the investigation, Further, you will consult with 
him on all aspects of this investigation, including the development ofall investigation plan, 
detennining whether witnesses must be advised of their rights, preparing your fmdings and 
recommendations, and before putting your report in final fonn. 
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22. This duty takes precedence over your normal duties, TDY, and leave. 

23. You are directed to begin your investigation immediately. 

l \ MG, USA 
Commanding 
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21 September 2012 

MEMORANDUM FOR Mr. Robert Zanzalari, HQ, CERDEC, RDECOM, Aberdeen Proving 
Grounds, Maryland 20115 

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 Conunand (CECOM LCMC) Rapid Response 
(RZ) project mishandling money earned as fees charged by the RZ Office in. violation of the 
Economy Aet of1933 (Economy Act). As this investigation is directed by the Office of the 
Secretary of the Army this investigation will take precedence over anyothet matters. 

2. The purpose of your investigation is to determine the validity of the whlstleblower's 
allegations and make findin!,'S 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. You will 
use as a basis for your investigation the Office of Special Counsel memorandum dated ,,0 
November 2010 for additional information regarding the alleged violations, the Draft Report 
ofinvestigationdated July 2011, and the U.s. Army Criminal Investig;ltion.Command Final 
Report ofInvestigation datedl6 August 2012 

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 At a 
minimwn, you are to make detailed findings and recomruendetions regarding the follmving: 

a. What if any type of inquiry or audit Did the CECOM Internal Review office conduct 
into the Fee charging schedule utilized by the RZ project office; What were the results of that 
inquiry and if there were indications the R2 Project office fee charging schedule was a 
violation of either the Ec6nomy 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 11-7'1 AR 11-7, Anny 
Internal Review Program, Chapter 5, paragraph 5-2 requires evaluators to issue reports 
communicating 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, paragraph 4-18 requires evaluators to 
document the work to date of termination and why the review was tenninated. If no report 
was issued, what was the reason for tennination of the review? If no report was issued, was 
the reason for termination of the review docunlented? If no report was issued, why was the 
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fmal report never issued? If no report was issued, who were the individuals involved in the 
decision to terminate the review? 

c. Did the R2 project office have an established a process to properly track individual 
customer expenses to ensure compliance 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 there were no Economy Act violations. Given that there was no process to track 
individual expenses, it is not clear how there can be a definitive finding that there was no 
violation oflhe Economy Act. This conclusion does not appear to be supported by the 
evidence. You should review and revise accordingly this Finding after you have gathered 
additional evidence to determine addressing v.flether there was no violation of the Economy Act 

cL The Finding at Section N (b) addresses "Whether the R2 project office failed to properly 
retnrn unused client fues 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 un.clear why customer funding of the R2 Office is relevant to the 
question presented. The current· Finding does not contain sufficient det!:lil or references to 
contemporaneousdocllmentation to support the. conclusion; This needs to be explained and 
further addressed by gathering additional evidence that addresses this point. You should review 
and revise accordingly this Finding. 

e. Did the R2.office reimburse CECOM for the entire cost of contract specialists and 
support staff wbeu these employees were performing tasks for both the R2 Project Office and 
CECOM LCMC in violation of the Economy Act andlor Federal appropriations laws'! 

f. The Finding at Section N( d) addresses "Whether the CECUM LCMC internal Review 
Office knowingly failed to properly issue a draft or final Report 4-A·OS, which would have 
revealed the Economy Act violations and tracking problems 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 that a draft report was issued on 4 May 2008, and the Comptroller/G8 office formally 
responded to the draft report and non-concurred. In response to the non-concurrence an IIPT 
was formed and "reached a eonclusion" on 26 March 2009. The Finding does uot explain why it 
was necessary to form an lIPT or why the resolution reached by the rIPT was not incorporated. in 
a revised draft or final report. Recommend that the 10 determine whether the conclusion reached 
by the UPT received legal review and was accepted by the IR evaluators, why was the lIPT 
disbanded and based on whose decision to do so, and why a final report incorporating the IIPT 
efforts was not issued .. 

g. The ROI discusses multiple legal opinions (some unsigned) that discuss general fiscal law 
principles related to fee for service charges and fisca!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 a determirllltion of whether theirprocedures 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 procedures? Were there any additional legal reviews conducted, as reflected in the 
testimony of witness Mr. Paul Novick. If so, provide any copies of those documents. 

h. Where possible you will attempt to detennine each individual customer's charges, not the 
"average" rate but the exact fee charged. 

i. Identify any systemic issues that need to. be identified and collective actions to be taken to 
address them. 

j. Detemtine why the AAA relied on a draft IR report and did not go back to CECOM's IR for 
11 copy of the fmal 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 draftIR report (Exhibit M) and testimony ofM!. Dominic versus testimony of Mr. 
Nielsen and Mr. Kelsey. If there was a disagreement between the Internal Review auditors and 
the Chiefof the Internal Review office what steps were taken to resolve any disagreements or 
confiicts in the fmal report? 

m. When there is a difference of opinion between CECOM Legal and G'8, which opinion is 
given greater weight? 

4. This investigation.has been directed by the Office of Special Counsel (OSC) pursuantto a 
whistleblower complaint. Because this is a whistleblower investigatio~ the whistleblower has 
certain rights. Pursuant to asc policy, you nonnally 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 ofllis 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 ate the whistleblower, 
please forward this information to your legal advisor. In tum, this infonnation will be conveyed 
to the Anny 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 documentary 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 perso~ 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 investigation with anyone other 
than a properly detailed investigator. 

6. All witness statements will be sworn and will be taken on DD Fonn2823 .. It is 
unnecessary and you are StrOllgly encouraged noito ohtalnpersona/ identifying 
injormati.on (Social SecUJ'ity Nll11Ibers) 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) 
memorializing the interview and explaining why a sworn statement was not obtained. 

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 exigeney, investigate someone senior to YOIL 

&. 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 
discipJlnary actions you deem appropriate, if any. You may also reconj:mend any necessary 
management actions to preclude a recurrence of any founded misconduct or identified systemic 
problems. If certain evidence conflicts with other evidence, state wha~ 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 ord.erto further develop the record 
evidence. 

10. You must provide each witness a Privacy Act statement before you solicitpersonal 
information from them. 

11. Ifin the course ofyaur investigation you suspect that a military member or civilian 
employee has committed violations of the Uniform Code of Military Justice (UCMJ), another 
criminal law, or a Federal or State law, you will advise that person of his or her rights under 
Article 31, UCMJ or the Fifth Amendment oflhe United States Constitution, as appropriate. 
Additionally, 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. 

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. Oenerally speaking, civilian employees are reijuired to cooperate with 
official investigations. There are some exceptions: 

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 requirements prior to interviewing any bargaining unit employees. Shoulda 
bargaining unit employee seek to invoke this right, you have no obligation to arrange 
representation for the employee, only an obligation to permitilie employee the 
opportunity to secure representation. That witness is entitled to nnion 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 uni.on representative. The Civilian Personnel Office· can tell you 
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whether any particular employee you wish to interview is a member of the bargaining 
unit. 

h. If you are intervie'vlng a civilian witness about somebody else, before initiating 
questioning you must: (1) infonn the interviewee why you are questioning him/hcr about 
someone else fu,d who that person is (by name), and (2) assure the employee that no 
reprisal will take place ifhe/8he 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 infonnation they provide during an 
official investigation may be used against them in a criminal prosecution cannot be 
required to cooperate with<::mta grant of immunity. ShOUld any civilian employee you 
attempt to interview decline to cooperate for any reas014 suspend the interview and seek 
guidance from your legal advisor on how to precede. 

d. If the matteryou 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 detennine 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 interview contmetor employees, you must contact the contracting officer's 
representative for the applicable contract to request 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, ofhi$ or her obligation to safeguard and secure the documents pending final action in 
this investigation. 

14. 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. 

15. You will comply with all requirements set forth by the Secretary of the AnnyGcneral 
Counsel Memorandum dated 2 December 2010, detailed in the infonnational packet provided 
to you with this letter, 

16. 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 
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areas for investigation described above.. Y ouare 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. If during your.investigation you discover 
additionalmatters that you believe warrant investigation, discuss them with your legal 
advisor, who will advise me as to whether the investigation should be expanded. 

17. You will make non-binding but specific recommendations 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 a member of this command. Submit your 
findings and recommendations on DA Form 1574 to the Legal Office f()r review within 21 
working days from the date of this appointment memorandum. As soon as it becomes 
apparent that you may .requirean extension of time to complete your investigation or tn 
prepare the draft submission of the Army's final report to 1'beOSC, please provide a written 
summary of the actions 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. Jolmson will petition the OSC for an extension. 
The grant of extension from OSC is never guaranteed, so it is stronglYCfecommended that you 
begin your investigation immediately and employ the appropriate resources to ensure its 
timely completion. 

18. 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 ofinvestigation, consider carefully that information contained 
therein will be subject to public disclosure and release. 

19. In support of your findings and recommendations recorded on a DA Form 1574 (Report of 
Proceedings by Investigating Officer/Board of Officers), you must include all administrative 
enclosures and evidentiary exhibits and other materials wbich you considered. They must 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 specifically refer to each exhibit that supports that particular finding. 
Your recommendations must be consistent with your frodings. Submi\ your entire package of 
findings and recommendations \vith appropriate enclosures to me, through the CECOM Legal 
Office. 

20. Make two copies of your report of investigation (ROI). 

21. Before beginning your investigation, you will receive a legal briefing from your legal 
advisor, Michael Hoyle at (443) 861-5262, CECOMOffice of the Chief Counsel. You may 
consult the legal advisor at any time during the investigation. Further, you ,,,,,ill 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, preparing your findings and 
recommendations, and before putting your repott in final fonn. 
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22. This duty takes precedence over your nonna! duties, TDY, and leave. 

23. You are directed to begin your investigation immediately. 

ROBER . FERRELL 
MG,USA 
Commanding 
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1. A.uthority •. The Internal Review (IR) Office performed a review of the Rapid Response (R1) Project 
Office Reimbursable RateProcess at the request Director, CECOM LCMC Logistics 
and Readiness Center (LRC). IR evaluators conducted the review from 
22 January 2008 through 18 M;!rch 2008 This report was. 
prepared in accordance. with AR 11·7 and AR 11-2. 

2. Background. The R1 Project Office was established in 1998 under the Command and Control 
Directorate within theCECOM Research, Development and Engineering Center (RDEC) and operational 
control transitioned to CECOM LCMC LRC in 2003. The R1 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 Anny, DoD and other federal government agendes 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 
calculations for accuracy on R2's FY 2007 incoming reimbursable funds, operating expenseS, customer 
contract obligations and other R1 firumcial related.inforrnation. 

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 CBCOM LCMC 08 Office. Ten l;Ustcmer 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 R1 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 perfonned in the context of answering the 
review objectives. . 

2 



) 

5. Results. 

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

Results. We found that beginning in the second quarter ofFY 2007 the R2 Project Office switched to 
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 forFY 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 I %. We agree with the R2 Project Office charging a percentage rate. 

CECOM LCMC SOP: The most recent CBCOM LCMC SOP on reimbursable rates states that any 
CBeOM 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 personnel said they 
approved of R2 changing to a percentage rate in FY 2007, other G8 personnel' told us that they 
disagreed in principle with theR2 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 CBCOM LCMC reimbursable work year rate that waS 
developed during the annual CBCOM LCMC G8 formulation of work year rates process. Although 
the R2 office isn't utilizing the fonnulationrate developed, they have continued to participate in the 
annual CBCOM LCMC G8 work year rate process. G8 personnel told us that the reason they 
required the R2 Project Office to submit the work year 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 mode! encompasses analyses 
of many of R2'shistorical 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 is to end up with a standard customer pricing model 
fot 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 timefi'ame and 
expected to be implemented in FY 2009. 
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B. Objective: Evaluate R2'saccounting 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 ArmyStandard Operation and Maintenance Anny 
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 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 control transitioned to CECOM LCMC LRC in 
FY 2003. TheR2 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 
validate their authenticity and R2's accounting procedures. The sample items consisted of contract 
obligations from all of DoD services and J 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 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 abo>J.t $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. dru:abase and the Army SOMARDS accounting system. In addition, R2 personnel 
weieable to provide US with adequate documentation to support the expenses. Based on our analyses 
and documentation received we determined the R2 office is properly accounting for their operating 
expenses. 

FY 2006 Carryover Fees: In FY 2007, the R2 Project Office had carryover reimbursable fees from 
priorFY'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 bave 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 toprior year fourth quarter expenses that didn't occur. The R2 Project Office is operating in a 
dynamic business environment that doesn't always allow fo, 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 .. 
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6. Suggested Actions [or 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 sucb as 0.5% for their services. The opinion should. address any/aU 
applicable statutory, regulatory or fiscal guidance. for reimbursable aotivities. 

B. Have theR2 Project Officer fonnally 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. . 

C. Direct the R2 Project Officer to obtain an opinion from the G80ffice 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. 

D. Direct the R2 Project OfflCer to consider discontinuing the SEC R2 fee model study. lfthe R2 
Project Office desires to set or review their reimbursable rate based on analyses of their financial 
posture and approval from the 08 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 
considered savings or funds put to better use. 

E. Detennine the amount of savings related to discontinuing the SEC R2 fee model study. 

7. Suggested Actio!ls for the GS. 

8. 
at 

A. 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. 
should conduct quarterly reviews of their financial posture and determine if a tate adjustment is 
deemed necessary. The quarterly review process would bring both theR2 Project Office and 08 in 
compliance with the intent ofthe CECOM LCMC SOP on reimbursable rates. 

B., Advise the R2 Proj ect 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. 

who can be reached on extension (732) 427-4112, DSN 987 or 
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9. General Comments: Thanks to all of the R2 staff for their assistance and cOoperation duringtliis effort. 
WI; 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. 

lnternaJ Review Evaluator 

Senior lnternal Review Evaluator 

Approved By: 

Director 
lnternal Review Office 
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SUGGESTED ACTIONS FOR THE G8: 

Act i on 7 A . 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 beenreviewed. 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 08 in compliance with the 
intent of the CECOM LCMC SOP on reimbursable rates. 

COMMAND COMMENTS AND ACTION TAKEN 

08 non-concurs on Action 7 A. 

The Economy 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 
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 08. 

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 08 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. 



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 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 Ot technical support occurring in FY 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 hona fide nced for 
that specific fiscal year and can not 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 oy law." 
Work effolCts need to be associated to the proper appropriated funds. 
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1. Authority: The Internal Review (IR) Office perfonned a review of the Rapid Response Project Office 
(R2) reimbursable rate process lAW 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 Readiness Center. A review of its reimbursable rate process was 
requested Director, CECOM-LCMC Logistics Readiness Center. 

3. Scope: FY 07 R2 accounting records, total income generated, total expenses incurred, and total contract 
obligations awarded. 

4. Methodology. 
• Review DOD, Army, and CECOM LCMC guidance and regulations on reimbursable operations. 

• . Interview and/or consult with CECOM LCMC R2 personnel, CECOM LCMC DCSRM personnel, 
and other parties as the review merits. 

• Obtain and Analyze FY 07 R2 income and expense records and all FY 07 contract obligations listed 
in the R2 internal database. 

• Develop transaction sample from R2 records and validate against SOMARDS and MOCAS 

• Obtain and analyze FY 07 R2 reimbursable man-year rate documents 

• Determine R2 joint reconciliation procedures and obtain FY 07 R2 joint reconciliation 
documentation. 

s. 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. 
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6. Results. 

a. Objective: Detennine Rapid Response Project Office (R2) process for setting Reimbursable rates. 

Results 
IR met with and detennined 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 
infonnation contained in budget package submissions unless a year to year anomaly is noted. 

IR detennined 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 entries 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 DCSRl'v!. 

IR examined the R2 legal 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 of its 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 tTacked thru SOMARDS and MOCAS. 

7. Conclusion 
R2 needs assurance from legal and DCSR..\1 that a quarterly reimbursable rate evaluation 
methodology allows it to operate within the confines of relevant and or applicable appropriation law, 
local policy, guidance, etc. The stated goal of the organization is to operate at cost. R2 presently 
accomplishes this goal by actively monitoring income and expense values retained in it internal 
database program. 
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R2 has established a business model that essentially works much like a brokerage bringing buyers 
and sellers together in a 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, incurred 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 circumstances typical of the dynamic environment in which they operate 
and manage their operation at or near cost. 

9. Suggested Actions: 

8. 
at 

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 implemented, 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 decision on viability of SEC pricing model sooner rather than later. Abandoning this effort 
will provide a savings to R2 so long as the quarterly rate adjustment scheme is deemed feasible. 

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 look forward to assisting R2 in the future On any Internal Review services they require. 

10. One Vision, One Mission - The Warfighter. Army Strong 
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INTERNAL REVIEW OFFICE 
U.S. ARMY CECOM 

LIFE CYCLE MANAGEMENT COMMA"'ID 
FORT MO:NMOUTH, NEW JERSEY 

20 March 2008 

1. Authoritv. The Internal Review (IR) Office pel,folrrn,~d a review of the Rapid Response Project Office 
(R2) reimbursable rate process at the Director CECOM LCMC Logistics 
Readiness Center (LRC). IR evaluators conducted the review from 
22 January 2008 through 18 March 2008 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 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 contractor-provided equipment and services. 

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

a. Detennine 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 ofthis 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 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 manner. AIl 
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 ofFY 2007 the R2 Project Office switched to charging 
its customers a flat 0.50/0 reimbursable rate. The move to a flat percentage rate was the result of an 
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R2 internal audit that determined that R2 may have excess funds compared to their planned fmancial 
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 I %. 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 viiJl not charge anyfees~i'ther as a standard percentage rate o~ a dollar 
amount ontside of CECOM LCMCirIternal established reimbursable ratesctoany ordering activity 
without DCSRM review and appro~~l. We contacted DCSRM personnel a'nd they informed us they 
met with R2 personnel 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 quarter ofFY 2007. Although DCSRM 
personnel said they approved ofR2 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. 
Although 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 personnel told us 
that the reason they required the R2 Project Office to submit the work year rates was for year 1D year 
comparison purposes and for compatison 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 improve 
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. 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 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 
expected to be implemented in FY 2009. 

B. Objective: Evaluate R2's accounting of its incoming funds and operating expenses. 

Results 
We determined that the R2project office,!s properly accounting for all of its incoming funds and 
operating expenses. We randomly::samp!edten FY 2007 contract obligations and their associated 
reimbursable rate fees from the R2database totaling about $39 million and were able to identify all of 
those obligations and fees in the Army SOMARDS or MOCAS accounting 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 coniident 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 
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business increase exponentially generating about $2.8 billion in contract obligations in FY 2007. 
This is an astounding growtb 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 
validate their authenticity and R2's accounting procedures. The sample items consisted of contract 
obligations from all of 000 services and 1 non-DoD obligation. For all ten sample obligations we 
were successfully 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 DCSRM personnel were conducting j oint 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 Rl database 'and the Army SOMARDS accounting systems. In addition, R2 
personnel were able to provide us with adequate documentation to support the expenses. Based on 
our analyses and documentation received we determined the R2 office is properly accounting for 
their 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 fmance 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 Rl'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 carryover from fiscal year to fiscal year is generally vague. 

6. Suggested Actions for the Director of CECOM LCMC LRC: 

I. Direct the R2 Project Officer to obtain a CECOM LCMC legal opinion as to whether Rl 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 Officer to begin obtaining written approval from the DCSR1Vl 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 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. 
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3. Direct the R2 Project Officer to obtain a CECOM LCMC legal opinion regarding.iunount offunds 

reimbursabl~~c!i':iti~~;.RaJl.carry()yer fr0l11B.~~<;!~~ar •. S?fi~s'ti .yeru;.f.lJ!J.e,()piWonshould address 
any/all applicable statutory, regulatory or fiscal guidance for reimbursable activities. 

4. Direct the R2.r~oject Officertoconsider discontinuing the ~EC R2. feel11odelstudy: If the R2 
Project Office desires to set or review their reimbursable rate based on analyses of their financial 
posture and approval from the DCS&\1 then there is no reason to continue the SEC fee model effort. 
The funds beil1g 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. 

Army Strong 

Evaluator 
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1. Authority: The Internal Review erR) Office performed a review of the Rapid Response Project Office 
(R2) reimbursable rate process at the request . Director CECOM LCMC Logistics 
Readiness Center (LRC). IR evaluators conducted the review from 22 
January 2008 through 18 March 2008 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 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 Anny, 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 
calculations for accuracy on R2's FY 2007 incoming reimbursable funds, operating expenses, customer 
contract obligations and other R2 fmancial related information. 

Our methodology included reviewing DoD and Anny 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 dollar amounts 
were consistent between internal R2 records and official Anny 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 marmer. All 
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 serting customer reimbursable rates. 

Results 
We found that beginning in the second quarter of FY 2007 the R2 project office used a standard 
percentage rate of 0.5% to 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 to its FY 2007 planned requirements. The 0.5% 
reimbursable rate was establisbed to better align income with expense. 

"J.ffIJhe agree with R2's use of a standard percentage as a means of balancing income with expense. 
!/,P' p~. . However, due to the technical and o~e:lapping n.ature of statutory regulations and approPriat. ion law 
~J, "we recommend R2 obtam a legal opunon regardmg the vlabhty of chargmg customers a standard 
• .,vilII''' percentage. We further address this subject as item (1) in the "Suggested Actions" section of this 

:,vI''' 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 to 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 ofFY 2007. 

Although DCSRM personnel said they approved ofR2 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. 

¥ .111~.'" I" IhJight ofthe d~fferent DCSRM opinions we recommend R2 obtain from DCSRM a formal written 
~u/ ~proval regardmg ltS relmbursable rate method and how lt lS to be unplemented. We further address 

, this subject as item (2) in the "Suggested Actions" section of this report. 
,y 

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 reinlbursable 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. 

JI R2 does not have a periodic reconciliation pr~ess in place to match actual FSA costs against the __ ~ 
,JJr~~ r .es· ateJR:2 should establish apr. ocess to match FSA costs against .. its estlmates; we further address .... ) .. p. this subject as item (4) in the suggested actions section of this report

f
- .' . :r . . :..2':'_ .. _ ... __ .. _ .... - ...... ---.--... - ......... -.... -....................... -_ ..................... . 

J,Jl'#' B. Obiective: 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 $39M and 
associated reimbursable rate fee transactions totaling about 491$K. 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 Director, CECOM LCMC Logistics 
and Readiness Center (LRC). IR evaluators conducted the review from 
22 January 2008 through 18 March 2008 Thi.s 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 v/ithin 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 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 
calculations for accuracy on R2's FY 2007 incoming reimbursable funds, operating expenses, customer 
contract obligations and other R2 fmancial related infonnation. 

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 Deputy Chief of Staff for Resource Management (DCSRM). 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 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. 

2 



S. Results. 

A. Objective: Detennine R2's process for setting customer reimbursable rates. 

Results. We found that beginning in the second quarter ofFY 2007 the R2 Project Office switched to 
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 fmaneial 
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 ontside of CECOM LCMC internal established reimbursable rates to any ordering activity 
without DCSRM review and approval. We contacted DCSRM personnel and they informed ns 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 ofFY 2007. Although DCSRM 
personnel said they approved of R2 changing to a percentage rate in FY 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. 
Althongh the R2 office isn't utilizing the fonnniation 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 year rates was for year-to­
year comparison purposes and for comparison with other CECOM LCMC activities. 

R2 Fee Model Initiative: In Augnst 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 gronping 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 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 
expected to be implemented in FY 2009. 
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B. Objective: Evaluate R2's accounting of its incoming funds and operating expenses, 

Results. We determined tbat 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 tbeir 
associated reimbursable rate fees from tbe 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 Contract 
Administration Services (MOCAS) systems. In addition, we examined tbe R2legal and acquisition 
expenses paid during FY 2007 and were also able to accurately identify tbose expenses in 
SOMA,RDS. As a result, we are confident the R2 Project Office is accurately accounting for 
incoming funds and operating expenses. 

FY 2007 Contract Obligations: Over tbe past several years the R2 Project Office has seen tbeir 
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 
validate their authenticity and R2's accounting procedures. The sample items consisted of contract 
obligations from all of DoD services and I 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 DCSRM personnel were conducting j oint reviews and 
reconciliations of open contract obligations on a quarterly basis. Based on our analyses and support 
documentation obtained we determined tbat tbe R2 office is properly accounting for all customer 
contract obligations and their associated reimbursable fees, 

FY 2007 Operating Expenses: During FY 2007, tbe 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 tbeir 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 determined the R2 office is properly accounting for their 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 tbat generally tbey try to carry over 
approximately one to two quarters of operating expenses into tbe next fiscal year to mitigate for 
uncertainties and finance the beginning of the next fiscal year or until such time tbe current DoD 
budget is approved, Recent fiscal year experiences have shown tbat often federal agencies are 
required to operate under a continuing resolution early in tbe fiscal year as a result reimbursable 
activities like R2 have a bona fide need to relain and carryover prior year fees, Although R2's $8.4 
million carryover in FY 2007 is in excess of two quarters, personnel told us tbe 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 reimhursahle a~tivities can carryover from fiscal year to fiscal year is generally vague. 
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6. Suggested Actions for tile Director, CECOM LCMC LRC: 

7. 
at 

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 opinion should address any/all 
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 to obtain a CECOM LCMC legal opinion regarding amount off\mds 
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 model 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. 

!!!~!~!~Z;Evaluator 

Approved By: 

Internal Review Office 
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SWORN STATEMENT 
For use of this form, see AR 190-45: the proponent agency is PMG. 

PRIVACY ACT STATEMENT 

AUTHORITY: Title 10, USC Section 301; Title 5, USC Section 2951; E.O. 9397 Social 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 order through investigation of complaints and incidents. 

ROUTINE USES: Information provided may be further disclosed to federal, state, local, and foreign government 18W enforcement 
agencies, prosecutors, courts, child protective services, victims, witnesses, the Department of Veterans Affairs, and 
the Office of Personnel Management. Information provided may be used for determinations regarding judicial or 
non-JudiCial punIshment, other administrative disciplinary actions, seCUrity clearances, recruitment, retention, 
placement, and other personnel actions. 

DISCLOSURE: Disclosure of your SSN and other information is voluntary. 

GS-12 

NJ 07703 

1,lllllllllllllillillIlL __________ , WANT TO MAKE THE FOLLOWING STATEMENT ,UNDER OATH: 

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.: I was the lead evaluator on the R2 review with working for me. iii 'and I had some objectives. This was a 
requested effort by _. I believe he requested ~, to look at it, But_e deferred to our office and 
that is how we got involved with the review. So Illllfll. our Director at the time, he appointed me and IIIto do the work. So 

and 1 got together some audit objectives and then we had an entrance conference with at the time I believe it was_ 
And they gave us a little background on the R2 operations, I was completely unfamiliar with the operations to that 

point. than just some basic knowledge about it. Anyway, we did the review. lIIand I, 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. 1 couldn't ultimately ftx the situation .... What happened was, we concluded at the end of 
the review and based on an opinion from _ and input from Legal that indicated the R2 office was operating in 
violation of the Economy Act. I looked at it, 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 G8 __ ifthey were fine with that We got 
a non-concurrence from _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 ofthe 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 ail being accounted for in SOMARDS, The issue was 
that they weren't tracking it o~ 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 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,or 4, I think the range went as high 
as 7%) in some cases, We did a statistical sample and the highest was 1 want to say 7%. So anyway the customer would usually say 
fine and issue R2 MrPRS and they would get it on contract. .111e way it is supposed to work is there is supposed to be accounting 
similar to what I would call a legai arrangement for the costs outside of the contract costs meaning the costs associated with the R2 

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. 
/Everyt.hill,g went into 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-an-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. In my opinion 
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reason this didn't get fixed is because_· (IR Director) and (Senior IR Evaluator for Reviews) 
Ide,cicled to not issue our report essentially they looked the -other way and to to operate in violation of the 
1~;::~e~:,A.ctm.~I~n hindsight 1 believe they may have done this for persona! gain. I believe there was/is Rn inappropriate relationship 
l~ " and ~and -have a boatload of documentation to support that allegation. Right at the time I was pressing them 

issue report they would knock me down and coincidently at that same time both_ an'd promotinos. 
And they didn't do that because .... ? 
They didn't do it because first of all I guess my initial take is and are contracting people. They weren't familiar 
this. andlll were genuinely trying to get the right answer. were constantly in contact with G8 asking them and 

was famous at the time, telling them what they couldn~t do, but they always wanted to know what they could do. How can we 
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 

a little group to try and figure out a way that they could properly account for money; the customers money on a one-by-one 
And it was too much work for them. They didn't want to hear it at that point. The business environment was too dynamic at 

point. They were expanding by leaps and bounds. And then shortly thereafter_ and _ both left. Frankly I Ihink they 
quite frustrated with the whole thing. So and then what happened was, that little work group that we had would tl')' to nnd a 

(re,milltic," just sort of fell by the wayside. And that was it. And r wasn't able to fix the problem, I was constantly bugging_ 
issue a final report to force the Command to deal with the violations or get it to the next level. We talked about going directly 
~~- at AMC HQ and we were saying that if this project office was so important to the command and the Army then they 

direct fund them as opposed to being areimbursible activity. And I ran that by_ and_ said, "Get 
of here they're 'never going to fund that." You know because it was a lot of positions. At the time I think there was between 80 
100 people in that group. Not one of those people, bear in mind, were on the CECOM payroll. Strictly all reimbursable. So, 

that fell to the wayside and the final-report never got issued. In addition to the violations of the Economy Act I was very 
\ccmcerr,edabout some other funding issues in R2. At the time I concluded that R2 was also augmenting CECOMs budget by 

l
i~~~~~~~i~~D~o~r ~a:bout 30 CECOM Contracting Officers and a couple of Man Years of Legal staff through FSAs and not properly 

it. In my opinion these were appropriations violations and quite possible ADAs. These too became sore points 
IIlilIllil"nd myself because I felt we all had a professional and ethical obligation to report these issues, however 

seem care and here we are today. 
So you had the group together. Was that led by_or the G8 or was it a communal effort? 
It was kind of an ad hoc group. But 1 thi.nk G8 did have the lead. He went about setting up most of the meetings. I forget who It 
over I forget his name. He had other meetings but they became ... it wasn't a serious effort. 
How high up . 
1t went to all the players. It went to lilli' and to the head of Legal. It went to _and we even out-briefed_ 

one point. But at that point that we out briefed II we didn't have all the information. So I don't think he was directly 
tune with the violation of the Economy Act. When we found out about the violations _'opted not to inform any of 

interested parties. In my opinion he was more concerned about his personal move to APG selling his home finding a new one 
lapplving for HAP, etc ... then he was about what was in the best interest of the Command. I confronted him on about this and he 
laUmnIea to me that he has to take- care of number one, he said he did this with any thought or cafe of his staff and what was in the 

interest of completing our lR mission. 
Nonnally when a report goes final, what happens to it? 
Basically it would go into the CECOM public domain. Actually, in this case, because it was a requested effort, it would be 

close-hold than that. It would go to the General and go to the Chjef of Staff and then go to_ anybody that had an 
in it would go to. And then what would happen is if somebody requested a copy of it we would have to defer 

I~~~l~· since he requested it. And say you would have to take that up with him. 1t's sort oflike, I think they call it an attestation. 
a consulting memo for somebody specific. 

So as far as you ,know, it got to_ or some semblance of it but he wasn't asking about the Economy Act. He was 
about the fee setting and the rest came to light. 

Yes. 
Did _Te provide the 08 services to the office or did R2 office have their own budget people? And policy also? They knew 
needed to track this or at least they found out as a result of your review? 
had their own budget people. r don't think initially that R2 had any idea that they were supposed to do that. It only came to 
that's why I said I was very proud of this because we figured it out for them. We ultimately figured it out. They kept asking 
to fix it] yeah and that's all we were saying that_has now told us what we can do and we have to do it and that's where 
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Tiley sent money to SEC to 'help them figure this out.] Absolutely but basically it all went to the wayside 
decided to squash the report. 

it's you said, the way lawyers bill, you would think there would be commercial software available. 
There is. We actually solicited with a lady. II; had a lady on the horn from the private sector who had a program who was 

jng 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 
it to. 

Normally with a draft report you go out for command comments. You received comments from 08. Did the R2 have an 
!Ojlpc,rtlmi'lyalso? They responded in an emaiL Is that correct? 

But they weren't right at the time. The recommendations that are in here do not address the Economy Act because we weren't 
Ifamiliiar with it at the time. We only became familiar with it after_'commented. 

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 delivery of that software? 
No. 
You have a normal 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 ~or a number of years. Not just this. I've got 
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 
't foflow the GAO yellow book standards or AR II-7.I informed and the COS that has a double standard 

far as work product in the office. He holds me and others for certain yet and" get a pass. Our workpapers and 
are,loaded with examples afthis. As a result he has caused a hostile work environment. 
Was it unusual that the report was never issued as final? 
This paliicuJar one I would say, "Yes." Simpiy because he knew the ramifications of what the outcome would be. And then in 

I~~~l~,;~~~·to that, this is what we do. He has an obligation to bring that type of stuff forward. I don't think it was such an egregious 
h i that to say you couldn't fix it. Just fix it and move on. Take your lumps and move on. And that's aJ! we were trying to do. 

1 kept pressing him on it and saying, "Hey, look bring it public and that will force the issue. That will force the Command to 
and fix it. It's that simple. Or fund them directly. Put them in a box. Make them make a decision. 
Are there some other things that you think would be helpful to me about either why it wasn't issued? 
Well, like 1 said, the problem never got fixed; a, And to boot, internally we have a process. Our IR office operates under AR 11 
11-7 has an entire process on documenting your work papers, cross-referencing; they also have a section for if you opt to not 

a report. You document the file a certain way. This report is not issued because of XXX. And then you can close the file. 
was never done in this particular case or some of the, other ones I have. But then in addition to that we've got like, I want to 

,almost a fiduciary responsibility. There's a whole section devoted in II ~7 to if we uncover something illegal, or you suspect is 
or fraud, we have a whole notification process that has to go through. And that was never followed. Had it been ... My 

'''''''-''~suggestion for this was to issue this report, and indicate that the violation was a command material weakness. It would then 
go before the Commanding General. So if that simple process had been done, it would have fleshed itself out. It probably 

have been fixed. But again, that never got done. Now some of the other_things which I really don't know about but there was 
whole host of things and questions about the R2 office and a couple of those things were for instance whether it was ever 

Icr>arllened correctly. Why was a contracting office working out of the LRC? 
Well 1 guess the .office started out of the CERDEC. 
It did. It started in CERDEC. But you know, why? We have a contracting office; a Command contracting office. Why do we 
this contracting cell? Now there were some questions about the competitiveness of the 8 contracts at the time; whether or not 

a Full and Open competition. So there was some follow-up questions. There was also the reimbursable aspect. The R2 
was paying for 30-40 something contracting officers in addition to all of their own staff. They had these Functional Support 

IA'ecoemenlt, with both legal and the acquisition center to fund. and that was the other thing ... they never accounted for that 
they were doing essentially is augmenting CECOM's budget. So CECOM didn't have to seek funding for 40 

!contractiir Ig officers and I think it was 3 or 4 man-years oflega!. They would set up ... they would cut in the beginning of the year 
they call a Functional Support Agreement and they would say, "OK we're going to pay you." and then they would move them 

over to the Contracting Center and the LegaJ Center. That's part of the violation. You can't do that. 
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And they didn't track that? 
And they didn't keep track ofthat either. So there were a bunch of problems. And like 1 said .my disappointment was that I 

able to fix it in this particular case. And 1 had the answer. That's what hurt yet for what again in my opinion were very selfish 
for.~)'~nd. 

You would think the GS would be the hammer. 
1 don't know why. We brought it up to them. We had conferences over there and kicked around a bunch of ideas. I think 

1I!1i~·genuin:1Y tried'to fix it but there wasn't an easy solution. Peopie are busy and things go on and again it was over in our 
had often thought to go outside and raise it to the Chief of Staff. In fact I did. I raised this to the Chief of Staff in a memo 

whole bunch of other stuff in there. The other reports that III didn'fissue. We had some other issues with the MWR 
I"'"i"iti," and money was missing. And then we had DOIM wireless devices and the 12WD issue. And all these things are still just 
1~'~~;~itli.lt'S funny because when I brought these things up to try and resolve them in the best interest of it was the right thing 
11 unfortunately took it the wrong way. I think I wrote the Chiefin July ofiast year. I gave_one final try. He 

and we had a discussion. I said,&~i',. was in the meeting wi~ us,~ I said "You want to do 
Isc)m"thing good for the Command? Issue that R2 report. That's the only illegal thing that we're aware of at this point that is going 

it feIl by the waysJde I wrote the email to the Chiefin July and the Chief said he would appoint someone to look at it. 
IAnd.llIl/!liIand 1 went back and forth andl.i.: was there and And then what happened was in August_ makes a 

up here and again I am having what I consider R, banner year as far as auditing is concerned and r reaHy was having a good 
we had just come back from making CHAReS down in Ft. Belvoir. We had a review for BG!i.II. And we found a finding ... 

$5, $6miIlion in savings. And it was rea! money - hard money that just needed to be de"obligated. They could reuse it. 
was even more of an advantage. And they were looking for money at the time. And they had procured these parts that were 

and above the authorized limit. They had 4000 they were allowed to and they bought 5000 so they had to reverse 1000. 
IA)lW,"VSO like I said r was having a great year. Well then I wrote the email in July and in August_rmade a special trip up 

gave me a 3.5 page disciplinary and performance write~up on how poor I was. And again, for this year I had been an 
IOtnSlan"li1ng, #1 all along and last year, two years ago, i had $8 or $9M in savings. It's part of what we get rated on. We always go 

return-an-investment. , .. Sa this year it was a ... so let me just step back a bit. So 1 getthat 3.5 page write-up and C'm kind-of 
Ishocl(ed by it; pissed. 

This is your performance review for the year? 
No. No this is just something separate that he came up on a special trip to deliver to me in part for, what I think was, the email 
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. five got 

annual coming up at the end of October. Let's play it out and see what happens." So then he calls me and gives me my annual. 
he says, "1 have you rated as a <3' this year." [in TAPES] And like I said, I've been <1' for like, you know, but not only that like 

year when] was a '1' and the year before 1 had $2M. $3M. This year, 1 had $11 M. And that on the surface ... and not for 
larlytl1ingbut if I was anywhere else in the Army, in any other IR shop, just by virtue·ofthat alone they kind of would look at that and 

OK the guys in. And he says I rated you as a <3' and then he started going through all this stuff. 1 did not abide by AR 11-7 and 
has these different areas like notating, evidence of documentation, and 1 say, ~<The nerve of the guy. He's got 4 or 5 of my 

in the p,ipeiine and he's calling the kettle black." So anyway, I took the appraisal and signed it and then just recently last 
we are in a staff meeting and _ says there's a 15-6 investigation going on abo~t the R2 report And I'm I-ike, "Ob My 
I can't believe this. There is. a God." And so anyway, 1 went back and was re-reading this 3.5 page write-up and the thing is 

a bogus pack of lies. And it's so counter to how you know it's like when}. wrote to the Chief and said that I want somebody 
to look at itto maKe sure I'm not crazy. So anyway that's where ... so I wrote to the Chief and he said to get together with 

.=!IlIUII. And I wrote on Tuesday and she's out of the office until tomon-ow. ] got an "Out-of-office" from her so I'm 
meet witlillf going to show her, because I printed a lot of this stuff out, I'm going to show her these comments 
"What's goingon here?" She's the GJ. Since then E-:cg6t back to me and said there is nothing she can do its between the ICI:>S_=. and myself, What 1. did was I wrote to actua!ly~~si0~ and the Chief, COL _~ and J said if either of 
are the Monmouth area, and want to come by, I'd !ike to show you and I said, ifnot. that's fine too cause I know you're 

there but if you have somebody up here that you trust and that's when the Chief said to get with So l' m going to get 
Ito.getloer with her. She was out of the office That' 5 the whole thing. 1 don't have a persona! All's I want to do 

it. Let's' fix the problem and move on. 1 don't care. You know, I make mistakes. I'm not perfect. it and do the right 
Especially in light of the Command. I mean the Command is exposed. 1 look at, 'we all look at, job is to protect 

Ce,ml:nand. He knows about this and the buck with him. And why he chose not to do that? I It's been a 
NtleSIlOn in my mind too whether or not people put the kabash on it. Whether he ran it by the Chief of Staff? 
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lilllllliIIIlt? I mean all these people can't be blind to this. 
come up in a staff meeting. You usually report on what reviews you are doing, I even think that 

: wouldn't want to stop this. I think he would want to make sure it was fixed. 
I would agree with you 100%. It's not that hard to fix. We have an internal called IRMS and we enter OUf time. I 

my time. So at the end of the R2 job, it's a software program, we know what to charge out, what to bill ,Qut, for that 
lno,.,;,.nl""job. It took us X man-hours or man-days. Some jobs take us a month and some take us 2 months, But at the end of every 

if you do what you are supposed to do, you enter your time in IRMS. Periodically you'll forget a day and a guy down 
will say, "Hey you forgot to enter your time for X." When you go in, you have ajobs listing and ajob Our job 

\nulmtlers are report numbers. And you enter your time accordingly and they roll all that up at the end ofthe year and that's how we 
out and account for our time throughout the year and what jobs we work on. 

Is there else that I should talk with? 
[No I didn't.] 1 know on a couple of occasions tried to"get_ to issue the report So 
it wasn 'tjust this report was a few others, and I know he inquired ab'out it Vlhat would 

would get mad at us and he'd get really pissed off and eventually J just stopped asking-about it Because he 
And would ask and he'd be like, I know what I gotta get done." type thing. And then like I said 

sort of died down for a nttle and then what happened was . . I was waiting for they were in the process this year of re 
I-c<)mpeting the R2 contracts. The other one tha(was with this was expired. Anyway, so in July .. what happened was r had .. that's 

last time, I think it was July or August, that I gave, the last time .. they awarded the contracts in July 2010. The new contracts 
the R2, And I said, <_" .. before that I was on him to say that we should expose this before the next contract gets 

lavtaTcied so it's one less headache that' will have to be dealt with if it gets awarded, I think I brought it up 10' him when I hear about 
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 
we were in the back room with and talking about PCSing and all this other stuff down at APG. And things had cooled down 

and we were talking about a of stuff and the R2 thing came up. Not in a bad way but it came up somehow we got on that 
and I gave him one last chance, I said, you know they just awarded that new contract. We have's an opportunity, If 

reatly want to do something good, and then andljlgot at it and he said he not ever issuing that And that was the 
thing. In July when I wrote that email to the Chief,what I had done was Ihad looked atsomeof .. i!!! 

\h"pp,ened. In July, something happened from a performance perspective and he, all of a sudden started ~ work papers, 
I mean by torching is going there and criticizing and he really started criticizing my writing style as well. wrote me an 
for example. _ is a grammatic whiz, He was Catholic school, Philadelphia, nuns all that stuff. Andlll1lill he 
me an email and was dead-serious about it. He says, 1 have to ask you a question. Do you know the difference 

Ib"tween were and we're?'! He accused me ofpurposeJy doing to antagonize him. I'm like I had no idea. I really didn't. I didn't 
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 
papers. That had never been done before, Now all of a sudden we got all this red glaring out at us .. failed to put a DSN 

Imlm\)e, You know if you didn't include a DSN number from an interview, .get out of here. Any way he started coming down on our 
so I started looking at his and some stuff. And boy, that just set him off. None of his stuff is documented. My 

, it has to be to the tee. There's none of his any of those files and that's what I am going to show Patty. Again, back to I J ~ 7 
have a process of supervisory review, and he is supposed to sign off on all work papers, cross-reference everything. None of 
for him. So J was accusing him of having a double standard. You're telling us to do it but guys aren't doing it yourself. 
not only that, you're coming down on us for it. And so, he didn)t like that so he said, 1 don't want to be looking. I don't 
to be asking anybody. I don't want to be talking about any other job other than you are working on:" And I said, "Fine," 
so he put me on essentia!Jy a gag order. And J was saying to myself, "How is this going to work? ! can't work like this," So 
what happened was, . so after that he .. when I had my appraisal with him, my appraisal discussion, I waited and I never said a 
and then I had my appraisal discussion in November 201 0 (my rating period ends Oct 31). So I'm having my discussion about 

performance and he tells me he rated me out as a "3", And 1 said, '1IiII'~" we got into it a little bit, I said, "This is bull-crap. 
is because J spoke out against you." You know I talked about the reports that he didn't issue. And I felt he was retaiiating 

me for telling the Chief on him. And he says, right away he got his back up, "That's not true. This is your performance. 
you don't document this stuff" And' he goes over the examples of the subjective things that he picked out. He picked my 

1"""fn"~o""A apart. He was picking on me. And so anyway I said, "Well you know that's not true, I had $1 1M in savings. I said that 
.. .1 says you talk about return on investment. 1 was doing DoD 10 which he claims is OS-13 work and I'm a 12. I says, 

about all the DoD 1G stuff as a liaison officer? He says, "Oh, I gave you credit for that That was part of the overall 3." He 
"You were lower on some of the other ones, other performance standards but 1 gave you a higher credit because you were 
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the DoD IG." He has rated me for the past 3 years as a minimum. So I said, '"This isn't fair."I said, '~Anyway, 1'1[ sign it." And 
when I wrote the Chief. So we had this discussion, right? This is my perfonnance appraisal and I figured this is the proper 
to discuss my performance. That was a Friday. The following Monday, early in the morning, it was like 8:00 in the morning 

get an email from him. And he says, last Friday we were in your annual performance discussion. You brought up 
isubj"ets that r told you never to bring up You are in violation of my directive t6 you and there wi!! be formal disciplinary 

against you for bringing up those issues, r said, "What?" r called the guy right up and said, '~Are you out of your mind? 
IIJI~II!!' this was my ... we were talking about my perfonnance. The only reason I brought these issues up I wasn't rehashing the 

1 was bringing them up in the context ofthaCs why he rated me the way he rated me. And so he's like, "'It's a violation 
directive to you. I've consulted with G1 and Legal." He's telling-me he's gotten legal advice and authority from GI. And I was 

"What are you out of your mind?" Oh, so at the very end, this is what really got me, so we are discussing this. He's telling me 
explaining and showing me all these mistakes and then he says, "Oh by the way your performance award this year isn't going to 

as high as it was last year. I was like, "What?"! was like, "Alright". I hung up the phone and 1 was like. I'This guy is out of his 
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 

don't know Ij"st I didn't get it. And that's what I told the Chieflike I said. r don't have a problem with him and I can handle 
I'm a big boy. My interest is only to do what is in the best interest of the Command. Get on 'with Command stuff. We can 

our personalities at the door. But if we have to work together, let's work together and be amicable and be professional. 
But even though now the Chief is aware of it now but it sounds like he has gone the 0 I route for your personal and 

Ip,,,f,,mlar,ee issues. There's no mention of Gee I'd like to see that report or let's surface this now. 
No but what 1 feel the defense could be is that it is in the context of the whole probably two page memo of things that r surfaced 
this being just one of them on the report section. That one issue I mention r think that there were 5 or 6 reports and this was one 

them that was only a paragraph. 
You haven't had a chance to talk with him. 
No it was just the email. And J sent it to)~.I~II~ .;t'oo. I thought the two of them would have been all over it. I mean ifI 

in their position, Iwould have said let guy knows what he's talking about. 
So I should talk with 1I!l4l!lfand ... ? 
1 thinklllwouJd probably be it. I mean he was in there. His recollection may be a little fuzzy at this point in time too. 

know. r was the lead on this. Not for anything, but this one st~ck out to me as well. Only because of the exposure to the 
ICornmaIld. 

Through my research I've learned that when MIPRS are issued they are supposed to have notations on them that signifY they are 
IE,;on,onlY Act orders. Did YOLI -find that on the R2 documents? 

Yes. They were all stamped as Economy Act. 
Does the sender or the reCipient stamp the MJPR? 
The sender stamps it that it's in compliance with the Economy Act and then what happens is the receiver has to stamp it 

laeee,.tin'git. So there's a submission and a receipt. The receipt being the photocopy of the stamped acceptance of the MIPR. It's a 
Itw'o-"jd"d coin. So this way you know they received it and acknowledges that. 

Is there anything else 1 need to know? 
I think that is prel1y much it. But 1 think the bottom line is that if_land had just done their jobs none of this would 

happening today and the R2 office would probably be in compliance with the Economy Act. 

I<,«·««««:«:<,«·«««:<,«·C«<:«:<·'<·««N()THINGFOLLOVVS»»»»»»»»»»»»»»»»»> 
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PRIVACY ACT STATEMENT 

AUTHOR!TY: Title 10, USC Section 301; Title 5, USC Section 2951; E.O. 9397 Social Security Number (SSNj. 

PRINCIPAL PURPOSE: To document potential crimina! activity involving the U.S. Army, and to aHow Army officials to maintain discipline, 
law and order through investigation af complaints and incidents. 

ROUTINE USES: Information provided may be fur'Jler disclosed to fed~ral. state, local, and foreign government law enforcement 
agencies, prosecutors, courts, child protective services, victims, witnesses, lhe Department of Veterans Affairs, and 
the Office of Personnel Management. information provided may be used for determinations regarding judicial or 

non-judicia! punishment, other administrative disciplinary actions, securtty clearances, recruitment, retention, 
placement, and other personnel actions. 

DISCLOSURE: Disclosure of your SSN and other information is voluntary. 
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826, Fort Monmouth, NJ 07703 

1,!l!llg!fl.IllIll.i1I!Il!ll~!Il11!1iIIi!I!ilf!iIJlIJlIJl., 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 January 19, 201\. The 
this information is being added is because I learned it after I provided my original statement and now. I feel it is very 

;~nA","n' to the overall 'investigation and would like it to be included. 

May of2008 The Army Audit Agency sent CECOM a request for an Entrance Conference for the Audit of Flat Fees for 
Contracting a requested Audit by the Under Secretary of the Anny. The Final report went public under AAA report number A-2009 
-0047-ALC on 23 February 2009. 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 doing our Internal Review of the R2 Project Office. 
At that time sent AMC IR and AAA a request and persuading them to not look at R2 Project Office that they accepted. and 
relied upon comments provided to include in their report to justify AAA not looking at the R2 fees. He informed 

that our IR shop had contra! and that everything was fine in R2 - that they were returning monies to their customers 
etc ... (the comments he provided were inaccurate and misleading) ~ received a copy of the draft report from AAA in 
September 2002 soliciting comments on the accuracy of the draft report. This is clearly after we knew that R2 was operating 

!i1le;ra11y and in violation of the economy act as outlined in the July 2008 opinion we received from G8, I assume_didn't 
I OI,'oVld, any comments to the draft report because the inaccuracies he initialed provided to AAA were in the final public report So 

is e-mail from persuading AAA to not review R2 fees and providing false or misleading information to AAA about 
R2 operations. is e-mail to via AAA draft report soliciting comments as to the accuracy of the R2 

Innp.,.";",,, Then you -have a final AAA in print clearly inaccurate as to the R2 operations. This is very disturbing? 
I "'~""J"'~ ELSE FOLLOWS 

»»»»»»»»»»»»»»»»»»»»»»»»»»>»»»»»»»»»> 
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AFFIDAVIT 

1,[!I11I1I1IlIlIlIlIlllllIl!llI!III1I1!!1IlIlIlIlIlIlIlI, HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT 

WHICH BEGINS ON PAGE 1, AND ENDS ON PAGE 2 I FULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE 

BY ME. THE STATEMENT IS TRUE. I HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE 

CONTAINING THE STATEMENT. I HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE OF BENEFIT OR REWARD, WITHOUT 

THREAT OF PUNISHMENT, AND WiTHOUT COERCION, UNLAWFUL 

WITNESSES: Subscribed and sworn to before me, a person authorized by law to 

administer oaths, this ___ day of 

at, ______ ~ ____________________________ __ 
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ORGANIZATION OR ADDRESS (Authority To Administer Oaths) 
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SWORN STATEMENT 
For use of this form, see AR 190~45; the proponent agency is PMG. 

PRIVACY ACT STATEMENT 

AUTHORITY: Title 10, USC Section 301; Title 5, USC Section 2951; EO. 9397 Social 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 order through investigation of complaints and incidents. 

ROUTINE USES: Information provided may be further disclosed to federal, state, local. and foreign government law enforcement 

agendes, prosecutors, courts, child protective services, victims, witnesses, the Department of Veterans Affairs, and 
the Office of Personnel Management. Information provided may be used for determinations regarding judicia! or 
non~judicia! punishment, other administrative disciplinary actions, security clearances, recruitment, retention, 
placement, and other personnel actions_ 

DISCLOSURE: Disclosure of your SSN 'and other information is VOluntary, 

OS-11 

Nl 

WANT TO MAKE THE FOLLOWING STATEMENT UNDER OATH: 

Q.: You were an investigator or evaluator of how the R1 office set reimbursable rates._ Correct? 
Yes, 
Tell me about your office's look at thc R2 Project Office's Reimbursible Rate in the 2007-08 time frame? 
08 asked us to look at how R2 reimbursable rates are established, was our 08 poe for reimbursable 

lo[)enltions, I,!!l!!piill~ (R2 Director) (R2 Deputy were our POC's inside R2. When we started 
into process it became clear on was using a reimbursable method that was outside of the G8 approved 

I method. The R2 method employed a Percentage of contract obligations as its means of charging a fee for the services it provided 
its customers, 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 receiyed 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 detennine 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, G8 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 

Ip,ayrne!ot against the expenses associated with the work perfoffiled for that customer. R2 felt this was way too cumbersome given 
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 OUI involvement. Given G8's position on the solution 
we developed, R2, G8, and us all hoped that the model would belp. The last we heard the model was going to be used at some point 
ill the future but I do not know what became of that solution. An IPT was formed by 08 to continue looking at the problem and we 

I~:::~:~.:~~,~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 
I] in crafting our report and was aware of the fact that it never was officially issued, 

Vlho sets the objectives for the review? 
The objectives of the review are set by the customer, that is to say whoever comes to us and requests the review. IIi this case it 

was 08 who asked us to look at the reimbursable rate process used by the R2 project office. 
Q.: What's the Donnal process when issuing a report? 
A,: The normal process for issuing a repOlt is that we issue a report, good bad or indifferent. We do our work, we document it, and 
we -write a report which can be a formal narrative or simply briefing charts. In general we come up with findings relative to the 
objective and make recommendations as we see fit. The entities involved are given an opportunity to comment on our findings and 
recommendations and either concur or non-concur. 
Q.: r see the G8 provided comments. Did the Director) LRC also comment on the report? 

: Yes; R2 concurred with our recommendation of reconciling accounts on a quarterly basis. 
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9. STATEMENT (Continued) 

Did the Economy Act come up before the G8 commented? 
Yes, the Economy Act came up early on in the review. The nuance of how the act is to be applied and used in the R2 

lcuccu:msltan<:e was a subject of debate for some time during the course of the review. We found that CECOM Legal issued an 
IOl'IDJion that R2 was usiog to justify its fee structure, however 08 did not agree with this interpretation. 

Is it unusual that you have a draft report and not issue a final report? 
Yes, I found it unusual given the circumstances. The entity under review was collecting a significantly greater amount of 

Im,onev than it needed to operate. G8, the proponent for reimbursable operations~ agreed that the entity needed to develop a solution 
reconcile its income to expense. Additionally, Army Audit had recently issued a report on this very same subject and opined that 
use of percentage fees was not an appropriate way to conduct business. Our office infonned Army Audit that we were evaluating 
and that it was not necessary for that to come in and mdo the same thing so yes, I believed we should have issued a report, we 

obligated to tell the story and have the situation rectified. To me personally. it was frustrating in the sense that you do work; 
should issue the report. That may be a side issue. You know it's like whatever the outcome is, put it out there. So it didn't get 

nssu,ou. Were there others? ProbablY tbere were others. And maybe there are reasons but the AR 11-7 says if you initiate ajob, 
need to conclude it some fashion, in this case it seemed appropriate to me to issue a report and let the chips fall where they 

Is there anything else you think I should know? 
No, I was debating what I'm supposed to do over bere. I think I covered everything. In the end we did the work and tried to solve 

We're not a big shop. It's six people. new or relatively new as the director. I worked under. 
prior. There was a little leeway jn between Command didn't want to hire a new director so the IR shop was 

The Command it seemed was waiting to make a decision on IR and had much bigger issues to contend 
was right after the BRAC decision in 2006. Between 06 and 08 stood in as director and 

in. Command finally advertised ~or the job and~!was selected in whole split base ops added 
differ.cntd}'loartricto this situation. ~and I~j, went down in 2009. They are the two senior members of the office. We 

been operating split based since ~, andl.~; went to Maryland and the lines of communication have been strained as a 
One can read e-mail and say, '"What's that all about?" You don't have the same confidence in what is being.communicated as 

would by walking down the hall and saying, "What're you talking about?" Things get mis-read. It's been a difficult couple of 
inside IR, we seemed to have lost our focus because of split based ops and the struggle to impose a new order. iliA:' and r 

Ibelie're we did the right thing, we dug deep into this issue and exposed things perhaps people did not want to address. It is my 
IUllde,rstandirlg that we are the honest brokers in this business, it's OUI job to collect the facts and report them, regardless. 

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 
this one is still up there three years later? 
No there is not a board per se. I lmow~Q~r has checked on the is senior to me and together he and r 

Icolnduc1:edall of the work on this job. We both felt this was an important issue. 
Would you say that the issue was raised to the right people even though the report wasn't issued? l'1li. seemed to know 

it. The R2 people seemed to know about it. Did it go beyond that where it would have made a difference? 
our work was briefed the LRC director who is responsible for R2. r \Vasn't involved in the out brief. 

IDuring the course of our ,review were all aware of the fmdings. All of these entities were still looking for a 
,solutilon at the conclusion of our work. Perhaps. folks were taking a wait and see approach in the hopes that the SEC pricing model 

deliver a product that could be used to satisfy the requirements of the Economy Act. I sat in numerous meetings and all of 
folks who needed to be aware" of this situation were present at one time or another. 
So it's not like you tried to keep it a secret. The fact that you fonned the ITP. That the IPT was formed. The fact that 

Isom,:bodywas trying to address it the issne. 
Right, they were trying to address it. I think all the right people were aware of it. It just dropped off of our radar screen.'0T K 
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14 

MD 

CECOM IRAe Office Director 
I, .. _". __ . __ ~" __ . __ ' WANT TO MAKE THE FOLLOWING STATEMENT UNDER OATH: 

Q.: Vlbat is your current position within CReOM and how long have you held that position'? 
A.: I am the Director of the CECOM. internal Review Office and have been since April of2007, 
Q.: Tell me about your office's look at the R.2 Project Office's Reimbursable Rate process in the 2007-08 timo frame? 
A.: Directir LRC Retired Director of the LRe had asked 08 to take a look at the R2 Office and how they set their reimbursable rates. 
Before proceeding tht-'fC were discussions between G8 and IR and George Chant (Chief ofGS) thought the review would be better 
suited in the IR Office and turned it over to us. r'5irectirLRC Retired then came forward with an official request to have my offlce look at 
how the R2 Office set its reimbursable rates. The R2 Office is llke a contract administration office. At (be time they had eight 
servict~ contracts in place good for a period of five years, If someone comes to R2 and requests these contractual services and Of 

eql.llpm,,,,,, they had the ability to award contracts within 21 days. The Contracting Officers and Specialists working for the R2 
were fi"om what is now the CECOM Contracting Center. Their labor is totany reimbursable and they were dedicated to R2 

time, 
\Vho sets the objectives for the reviev.r? 
A combination ofDirectir LRC Retiredand George Chant set the objectives for this review. 
What's the nonl1ai process when issuing a report? 
\Ve get the obJ'ective 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 l111he R2 and G8 offices. Some people in G-8 \vcre satisfied with the way they were charging and 
others weren't too comfortable. That was OTIC cont1ict. Second, later on we talked with George Chant's (U8) folks and they said it 

alright for R2 to estimate how much to charge a cm;tomcr in the beginning but you still have to calculate how much it cost you 
do the work fOT this contract to put it together and then go back and reconcile with thc customer. Let's say you say gave 118 

SI0K but it only cost us $SK, now we owe you $5K back or ifit cost us $ 12K then \ve would have to go back to the customer for 
$2K more. One, they \vcren't doing that. And that's where the problem \vas. If you don't do that then it is a violation offhe 
Economy Act 
Q.: 1 guess that showed up in the draft fC>p0l1' in (he G8 comments? 

After we issued the draft report, wc put t.ogether an Ill-Process Team (IPT) \vith R2, 08 and IR personnel trying to figure out 
a good way of coming up \vith a result on ho,\' to correct it. In one of the meetings 1 recan George lUld talked about that and 

~, .... "~,,'. to calculate how much time devoted each qualter and the comments that came back from the R2 Director, Sandy Rogan, 
she had OV(;,"1" 3000 JOAN/;. Sandy stated "I'm going to need 5 people to manage and make sure everybody records their 

properly and charges to the right JOAN and need 5 people headed by a GS-14" and George rolled his eyes and Ironed rny 
AU you need is a real good time keeping system. I don't think ATAAPS can handle that but I'm Sllre there is some kind of 

is(,ftlvm:e out there on the open market that records time keeping. We have something in our office in Intemal Review Called lR1vlS 
I~;:~:~~;:l Review 1vlanagemellt System). We have to keep track of all our time that is charged to a paliicular review. How much i.s 
I( to indircct portions which include training, leave, and ai-win duties. Every six months our time gets rolled up and 
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9, STATEMENT (Continued) 

reported to AMC, DA and all the \vay up to Congress. Reason for r.:hat is that '78 Semi-annual to Act. So we know how long it 
takes to do the revle-\v. AU they need is something similar. They could put 3000 JOANs into the system and the people that work 
on them they're not going to be working on all 3000 lOANs every day. Anywhere from 4-8 I would gather and apply their time. 
Q.: 1 see from the report that there was some system or a SEC software development action is that what they were tryjng to do? 
A.: SEC was trying to develop a program for them where they could do that stuff. rOley could have bought yours.] We 
recommended that they discontinue that because we felt that ... then from even the LPT when we did the review we felt that 
ch..1.rging a flat fec ofOS1O, to us, v;as good. A fee was easy. Just apply that against the potential amount but a" we found out later 
(:;8 disagreed agree \vith us and they're the proponent for any financial regulation. They said no you have to acconnt for your time 
othcnvise you are augmenting ... one activity is overpaying and another activity is lUlderpaying augmenting the one that is 
underpaying and getting into that financial problem. So since they had to go hack and account for their time and they concluded that 
what SEC is doing is probably a good thing because that would help them track their costs. 
Q.: Out of Curiosity the software that your oftlce uses - was that given to you by AMC? Was it directed that you buy it? 
A.: It was actually developed by the National Guard :Internal Review Office to be used by all IR offlces within DA. 
Q.: I guess GFEBS js supposed to fix all this when we get it. 
A.: r guess I haVetl't reany read up on GFEBS yet. But I know it was distributed throughout the IR community. They are looking to 
go to a web-based system. 
[l\ description oORMS ensues. > • 1 
Q.: I want to ask about the In-Process Team that had after the draft repmi came out. How often did the team get together? 
A.: I think we got together 2-3 times. I remember one situation where George Chant told one of his staffers to do some research 
on ifanyonc else was charging a Hat fee. We were waiting for a response from the individual. One week goes by, two weeks gocs 
by_ three weeks, four weeks. r finally sent George an email. Vie have audit coordinators in CVCTY activity so I sent our (George 
Chant's) coordinator an email that we haven't received a response from the individual. Can you find out whaCs going on? He 
contacts tbe individual and he says George never gave him any instructions. :!viy coordina1or was f<.:cr Stensjo and he was a1 that 
meeting. Ed says to the individual "1 sat next to Dominic and Dominic sat next to George and you (the individual) sat next to 
George on the other side and we remember George telling you directly to do that." 111C individual says, "011, 110, he didn't do that." 
Hc must have been in outer space and we never got a response. After that I said I've had enough and rmjust going to leave it up to 
G8 and LRC. In the JPT we had Sandy Rogan

j 
Joa.nne FraJ.lk and Debbie Tiggs from the R2 Office; from 08 we had George Chant, 

Ed S1ensjo, John Waldron and Tom D' Aprile (who was the individual I was talking about) and maybe one other person. And then 
from my office I had my staff - Mike Nielsen, Dan Kelsey, Rich Albietz and rnysclf. So we had a big group 3mi we were there more 
fl'om an advisory because it Y\lUS our report. But it was up to 08 and LRC to solve this. 
Q.: N0D11ally you go out for Command comment] see that G8 gave you those comments where the Economy Ad stull surfaced. 
Did the LRC or R2 office also prmride comment or did you just go right Into the JPT? 
A.: Yes and No. Yes we got comrnents from R2. 'nley conculTcd with our recommendations. And then I went back to the audit 
coordinator and the person that responded was Brenda. Haase. And I said, thanks for your comments hut the recommendations are 
really for Dave Shammn. I really need his signatUTe on the response. I don't think I ever got that. Because of the IPT, 1 never 
issued a "formal" final report. Ho\\:cver, 1 did issue 8n info1111a1 Hnal report back to Dlrectir LRC Retiredin an email dated 22 Aug 2008. 
! don't bdieveDirectir LRC RetiredUkcd my answer (I had reiterated what George Chant had provided me with his response to our 
recommendations). But at least Directir LRC Relired; knew what his R2 Office had to do to be in compliance \vith the Economy Act. 
Q.: Is that because it fell by the wayside and you \vere \vaiting for that additional research? 
A.: Yeah it was kind of old and if you look at our report everything looks good to us. Because 08 says I disagree with you; they're 
violating the ECDnomy Act. As auditors I can't ovemlle G8 because they are the proponent of the flnancial regulations. Tn my 
personal opinion, I don't think 'we did a complete job. 'Even though we did check with 08 we should have checked. Vvith Mr. Chant to 
get his viewpoint 011 w'hether or not this was a problem. Talking to the staff folks they agree, 1hey disagree. That's fine but George 
]S the 08 and we should have made an appointment to go see him with our findings before we issued a draft rep011. That "iould have 
saved some of tbis. But that's in hind sight. By the time that got done it \vas 6-8 months dmvll the road and my personal feeling is 
T'm not going to tSSll(; () report 6-8 months down the road. I may get criticized. Why'd you wait so long and then not only that we'd 

have to change the report. 
Q.: How do you incorporate comments into a repon'? 
A.: What we n01TIlally do is we i.ssue a draft and ask for comments. Once we get the commcnt<; we put the rcconmlendations and 
the comments in the final report. This way when they get the final they'll see here's our recommendation} here's what they stated, 
here's the response to the recommendations and we may even thnwl in a paragraph called IR comments that will say whether 
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we're OK with the response or if they answered it but didn't really answer it we may say "May llot answer the question totally but 
we are ok with the response:- ThillgS like that we may put in there. If there is a real big issue then we try to raise it up to the Cllief 
or eG. Here we have a difference rYC opInion with G8 and LRC. 
Q.: Did the draft report come up ln staff meetings? Did it get past and yourself andDirectir LRC Retired? 

A.: Because it was DirectirLRCRetired that asked for the review nonnally Vi'hat we do if the review was requested by a senior manager, 
when the report is fmul1zeu, even though in this case it wasn't, the results stay with tbat senior manager. [really don't send it up to 
the Chief or co.. Onty if the review is self-initiated (by me or my office) docs it go to the CG or if it is an instatlatimHvide review 
with AtvfC or DA. That would sornetimes require a response from the CO. Then he would get a copy of the report. Now as we 
move d(}\vll to APG that is GO my list to try to get more reports issued and to send review results to the Chief of Staff for his review 
so he is aware of it. We do have one that shouldn't be a problem as the activity has responded to the recommendations and j know 
that they are trying to coordinate the response and 1 know what they are going to come back \,,1t11. I am waiting for the response to 
come back. It does involve two SESs and GS so to tmmp the SESs I've got to go to the CG. It involves Internal Controls and the 
annual Statement of Assurance that is typically signed in March or February. One of the recommendations that I want to i,dentify 
deals with ,(.ILOs. 1 think there is a problem. [Vlhich is obviously related to this.] Exactly, 
Q.: Do you have any other information you believe may be- relevant to the investigation? 
A.: At this point) no. I've scanned work papers and the report trying to refresh my memory because it \vas two years ago. 'Ims was 
on my back burner. I was going to repolt it to the G8 to say that we never did get any resolution to this. t (new G8 
replacing "" ~~, -:) did bring it up in a conversation 1 had with her last November. I was able to speak with her for about all 

hour after a meeting on all kinds ofthings. R2 came up in our conversation and it came up in my staff and I'm going buck to Liz 
since it hasn't been re-solved maybe it sbould be identified and reported especially as a violation of the Economy Act f bud a staff 
meeting on Tuesday and told them I was being called for this 15-6 intervievi/, Initial1y I thought I was being called in the assistance 
mode rather than the interview mode. I've worked on four AR 15-6 cases always assisting the Investigating Officer. I've never been 
interviewed before. I told my staff, land' 6 ••• • t to expect a phone call from you. Tbey did the 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 1 was rhe Team Leader and Director for part of the time, 
Q.: SO you spoke \vith and thls is on her radar screen as something she needs to address? 
A.: Yeah I think she was trying to address that. I'm not sure from what capacity and I don't know when the al1egations came 
fonvard. 1 know it take..<; time to appoint an 10 it may have been from that I'm not sure. 
Q.: SO other than your audit team is there anybody else I should talk \\ith. I had planned on starting with I but he has 
been out due to a death in t1le family. 
A.: From my staffthafs it. There arc the folks on the In-Process Team as I mentioned. I'll go back and see iff identified 
everybody at that meeting with R2 and 08. I think I got most of them ifnot all of them. 
Q.: Were there minutes from that meeting/those meetings? 
A.: I'll cheek. I do have one email dated around 8 Apr 2009 from G8 that stated the IPT was being disbanded because the R2 
Office staff admitted they would he using the SEC model to come up with actual costs per customer. 
Q.: Would you please go back and look to see if there were minutes'? 
A.: I \\·-i111ook. We may not have minutes per se but we do try to have an MFR of the meeting. We did our job as far as 1rying to 
identify it. IfG8 says they violated the Economy Act then that is somctJljng that should bave becn discussed with Dave Sharman. 
You have the IR report even though it was a draft said you could charge a Hat fee in the beginning but still have to reconcile at the 
end, A lot of resistance from R2. Just do it. W11yare you comp1aining? Just do it. 111ey have 60 people over there already, 40 at 
the time. r think they have 6-0 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. I know part of the tU process is to 
talk to tJlem but they ;'re under no Gommitment to talk to you, [I was wondering about that. T have to track them down first.] Track 
them down'? Thev are still around. are both working for the VA. So they arc not far from Ft. Monmouth_ That's 
\vhere everybody "is, VA. If they arc not at APG they are at the VA. The draft report we got the responses from Ci8. There was the 
issue of the Economy act and that's why \ve bad the Process Action team or future discussions that resulted from our draft rep011:. 
After a while you get tired of trying to get an ans\ver and finalizing it. And if it gets too old, .. I hate issuing a report when it gets 
too 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". 1 have other m.ore 

important areas to go into. 
Q.: Did you say that from the R2 office responded to the draft report A.: She sent an email to me and my slaffthat 
she conclIHcd with the recommendations. She was a long time audit coordinator with the Ac.quisition Center. 
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R STATEMENT (Continued) 

A.: l know the entire R2 office is reimbursable. One of our recommendations at the IPT meeting was becaus~ of the p:rohlcms of 
charging of a flat fee and you can';: really charge an indirect overhead rate that you \'i/ould normaJly come up with ill a FSA for a 
rnatrix employee because il really doesn't _ .. It's really mixing apples and oranges basically, Tie the fee to the cost orille 
contract. The recommendation \Vf: had was that if this is such a problem why didn't G8 or R2 go back to AMC and ask for 60 direct 
-funded slots. Then they would get paid by a HQ Management account. That was unlikely to bappen. Or ask for an additional 60 
OMA slots, The R2 office was supposed to be entirely reimbursable, And that's \\'hy they were conecting a fcc. As flir as if the 
Contracting Offic.ers were doing work for R2 and CECOM, 1 don't knO\v. R2 could answer that quC'stion. i think our presumption 
wa<; that they werc dedkated to R2. And if there arc 8 contractors and 8 contracts and 3000 lOANs which probably means 3000 
customers coming in with all kinds of requirements that means and the KO constantly looking at this stuff and processing all this 
..... vithin a 20 day wjndow as they adverti,sed, I think they were dedicated to R2. I don't think they v/ere splitting time. The conccm I 
have from an auditor perspective is as long as they were identified as reimbursable in the TDA. The TDA will show wbetber they 
were direct, indirect OT reimbursable. 'vVe have in the special staff offices we have a reimhursable person but they are paid out of 
A WCF. 'I11t agreement is the ma11agement of A \VCF generates some overhead slot.s. ""'hat you are able to do is give a pay slot to 
special staffs. 1 have onc, 10 has one and ERO has one. We get money from LRC to pay salary, benefits, awards and training tlW in 
my case a GS-12. In the manpower reports we identify how many people each office has and \vhether they are direct or 
reimbursable. Whether that person is in a truly reimbursable slot we never checked any oft11a1. 
Q.: SO I would be able to go back and ask them for their manpower or 'fDA back to that time? 
A.: T think they are required to kc{;p those records for 2-6 years. \Vhether the system keeps that or not, I don't know. Bei.ng the 
Budget Officer for IR1 ] get the CAM (Consolidated Activity .Manpower) report that shows your 4 different breakdowns. One is 
your reshape TDA~ current on-board, actual on-board and several different categories. Back then the Contracting Center was part of 
CECOM. If there 1S a time period you can let me know. 1 have some old files so I can look and sec if I have anyt.hing. When we 
were looking at R2 they had 40-45 people and v.!ere looking to expand to 60 because of the extra work they were gctting in. R2 was 
originally initiated out ofCERDEC. "l11en in 2003-, transferred it to the LRC. My personal feelings arc it shouldn't be 
in the LRC. It should be in the Acquisition Center becanse it is a contract administration office. IJit is contracts let the 
Contracting Center deal \vith it. 1f it is Logistics, let the LRC deal with it. It shouldn't be encroachillg upon acquisition. That's an 
issue betvvcen) and I've mentioned it to ..... __ .. ~: __ .~..::_. It would be nice to get those 
slots without paying for them. '[hey are doing a great job and getting contractual actions in 21 days. _. 'vas the aile who 
made that decision \va)' back. pilat is when RDECOM came on the scene and we \vere divorcing trom CECOM as it were.] r lmow 
the customers arc mainly logistica.l rapid response to tbe warfighter but the Contracting Center is already 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 
it in the LRC. 'l"hey can handle that stuff. 
'But going back to the report, R2 waS aware of it. \\le've had other reports where we issued drafts and never got responses from the 
activities and after awhile it gets 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 fc\v others in my office. But none of them really has the possible implications as this one docs because of the 
violations of the Economy Act. We haven't settled that and it is srin a problem. 
Q.: Tbat's why r asked if the R2 and LRC commented because I was trying to find out if there is a later version of the repOIt. 
A.: 'fll<H 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 

i.t wasn't issued as a ilnal report. .. . 
A.: \Ve even, T believe, outbrie.fedDlrectlf LRC Retned n01111ally we do the out-brief, it '5 actually a conference and then issue a report. I 
have t.o look and see. Do you have tHe !vPUH VJ Hudings'! [I do] Can you go to the back and see. if there is a paragraph that says exit 
conference? [\Vould that be before the signattlre'! It goes from "Suggested Actions for the LRC" and "Suggested Actions for the 
G8". And then "tbank you for participating" and then the last page is the command comments on the recommendations.] OK, but 
there's no command comments, [Just the 08 comments are there.J Ok so we probably issued that before, .. 1 have to look ... 
"Vhat's the date of that? [May 7, 2008. I don't see anything that says you talked to');""L"1~C~1 1 have to look 1 think we did talk to hinL 
I think we usually put that in the Enal report that we had an exit conference with all the activities. \Ve did talk \vith Dave because the 
briefing charts I have (not with me) are dated late April 2008. And we showed our recommendations and I think the response we 
got back from R2 may have been after that I have to look at the elImils to get the. right date. So like T said when \'ile nomlally do the 
file \\le have a paragraph before \ve get to the general comments and after the general conmlcnts we have a paragraph called exit 
conference \vhere we said we had an exit conference with Director LRC, R2 and Ci8. Since it's not in there ... there v{as probably . 
. . at some point waiting for the final but it never came about. 
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............................ _ TAKEN AT APG, MD DATED 2()11!O!fl3 

Q.: Do you know of any other persons who might have useful infonnation that I should speak with? 
A.: I suggest you speak with the audit team. 
Q.: I appreciate your time. 

AFFIDAVIT CECOM lRAC Office Director 
I, ••••• _._._ .. 0"",_" • ___ ' HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT 

WHICH BEGINS ON PAGE 1, AND ENOS ON PAGE 5 I FULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE 

BY ME. THE STATEMENT IS TRUE. I HAVE INITIALED ALL CORRECTIONS AND HAVE INlTlALED THE GOnOM OF EACH PAGE 

CONTAINING THE STATEMENT. I HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE OF BENEFIT OR REWARD, WITHOUT 

THREAT OF PUNISHMENT, AND WITHOUT COERCION, UNLAWFUL INFLUENCE, OR UNLAWFUL INDUCEMENT. 

WITNESSES: 

.~~-.... ~----~--- .. ~ ----~--

-.-.~--~-

INITIALS OF 1 MAKING 0, """CO" 

OA FORM 2823, NOV 2006 

~~---=C::-::C-:7 ~ ~ ~- ... - .. ~----c-;:----~.-..... . 
(Signature of Person Making Statement) 

Subscribed and swom to before me, a person authoriz.ed by law to 

administer oaths, this ___ day of 

at 

------,'CC'"~~-- .. --.. =-;;c;---~~~-~ 
(Signature of Person Admjnistering Oath) 

('Type'(j Name of Person Admlnccis"te:c'CCjnc:g'O"a"th"'j-----··_-----
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SWORN STATEMENT 
For use of this form, see AR 190-45; the proponent agency is PMG. 

PRIVACY ACT STATEMENT 

AUTHORITY: Title 10, USC Section 301; Title 5, USC Section 2951; E.O. 9397 Social Security Number (SSN). 

PRINCIPAL PURPOSE: To document potentia! criminal activity involving the U.S. Army, and to allow Army officials to maintain discipline, 
law and ord!?,r through invEstigation of complaints and incidents. 

ROUTINE USES: Information provided may be further disclosed to federal, state, local, and foreign govemment !;lwenforcement 
agencies, proseCtltors, courts, child protective services, victims. witnesses, the Department of Veterans Affairs, and 

the Office of Personnel Management Information provided .may be used for determinations regarding judicial Of 
non~judicial }3unlshment, other administrative disciplinary actions, security clearances, recruitment, retention, 
placement., <1nd other personnel actions. 

otSCLOSUR~;:-cOM IRACOrr:;;;D,,9,tsc!oslJre 0-[ your SSN and other iOformation 1s voluntary. 

Q, Tell rue about the AAA request to revie\v the R2 Office and its use of flat fees for contracting services. 
A. On 2 June- 2008, 1 was noti.ti('>-d by -- AMC IR Office., of an audit by the AAA entitled "Audit of Flat Fees for 
Contracting and Contract Manah.~ement Services." I notifk-d that the CECOM IR Office was currently working 011 a review 
of the R2 Office charging a flat fee and it would be a duplication of effort if the AAA did another audit of R2's fees. 1 al.~o notified 

SES Din .. 'X:tor for LRe and :"' ,,'''. CiS, about the {'''Tllaill sent to • .. ,,- supported my 
response. t(J !-'-Me. 

On 10 June 2008.1 notified Me. ,AMC IR Office, regarding the response to was on a lcnt,rthy TDY and 
\v-ork wa<; redirected to -" • 
23 June 2008 AA.'\, notified 

entrance conference- on their audit. 1 replied to r 
results I supplied were those in the draft report 

, Audit Liaison for the CECOM lR Office, about a request for all 

on 24 June with the rcsulLq of the CECOM Ill. Office review of ll.2. The 

On 19 August 2008, 1 receive-d an email from , G8 Office which included _ 's response to the CECOM 
recommendations to the lR Draft Report on R2. '111is was the, first time we were notified that the (;8 (Le., 

issue with the R2 fce coHection process. 
3 September 2008, , AAA, sent an email to . that included a request from , SES Deputy 

Auditor Geneml ror AAA that they Wanted to include in their report "results of the CECOM IR audit that would he available if the 
Undc.f Secretary wanted a copy," On 4 September 2008, responded to David Petro indicating that lR completed an 
internal review at the local level and did not want to include the aforementioned statemetlt because the review wa<; requested by 
local management 
On 18 September 2008, AAA issued a draft report on "Flnt Fees for Contracting Management Services." The Executive Summary 

draft report stated that the R2 Office periodically adjusts the rate it charge." to reflect annual costs and returns excess funds 
eolk-cted back to its customers." The Executive Summary also included a reference that the CECOM IR Office had an on-going 
review of the R2 Oftice and that the lR sraffhad explained that the scope of their review included the propriety of fees cbarged by 

project office and their repoli would address the findings and recommendations. 
On 23 Febmary 2009. the AAA issued their final report and reiterated the comments about the CECOM iR Office which \vere 
previously stated in their draft 11;,.--P{)ft. 

Q. Is there anything else yOll wish to add that may be relevant to this investigation? 
Yes for two different areas. '111C first area is in regards to AAA"s request to review the Rl Office. \Vhen my oHice was notifie-J 

June 2008 about the upcoming AM audit of flat fees, I had not received a tormal response from (the US} in 
I rt'illl,·ds to our draft report on our .Rcview of the R2 Office. Once I did receive a response from on 19 August 2008, 1 
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I lRAC Office Director lJ!;'!f;, f1\~P "',I' 'W . r~ 
____ TAKEN AT Fort; '" DATED 2011103125 STATEMENT OF 

9. STATEMENT (CDntinued) 

passed the infonnatiou to l (on 21 August 2008) who was our customer for the Review of the R2 OiTicc. Being the 
Director of Internal Review, I have a moral and ethical responsibility to make sure that I prote.Ct the Command and PEOs. I have no 
responsibility to AAA unless they specifically request the information thmugh their audits of comrnandiPEO activities/programs. 
Also, We (R2, 08 and IR pe.rsound) were resolving the issue in-house so that there was no nec>d fbI' outside interrerenc'C. Since 
AAA had decided that they did nOI need to duplicate our efforts and conduct another audit of the R2 Office, f had no commitment to 
AAA on the above matter. In addition, Wht.."tl (AAA), notified (CECOM IR Office} on 3 Sep 2008" 
had not requested an updated statu; on the results of our review hut merely wanted to add a StatCl1K'11t in the draft repon that our 
intrnnal review report would be available. 
The second area is in rCbrards to the initiation and subsequent AR 15-6 investigation. 
It is my opinion that the AR 15~6 investigation could have been avoided had the "'whistleblmver" contacted me or my ofllce staff to 
obtain ull Qftbe rele-.'ant documen1ation that was obtained during our Review of the R2 Office plus whatever e-mai!s that 1 kept as 
part of my own personal record.o;;. The "whistlehlower" would have realized that the R2 Ofl1ce had n1::ide plans to go to an actual 
expense record by customer by using the SEC developed database. In addition, the "whisticblowcr" would have been privy to the 21 
August 2008 e-ntail from me to "~" .~._, .. "_. and :,: .. ::_ ... where I provided an "informal" final report to both directors. As the IR 
Dirct,'tor, I have the latitude and fle.,"{ibility 10 issue a "fomwJ or infonnar' final report. III addition. my office's draft report 011 the 
Review of the R2 Office revealed no major problems with the R2 charging a flat fee or carrying over of $8.4 million from one 
fiscal year to the m."Xt flScal year. tn fact:, my staff thought that chargIng a fcc percClttage was the most accurate method to base the 
Rl p'.;imbursable rate. 
By cont-acting me or my office, the "\\'histleblowe{' would have discovered that the lead evaluator on the Review of the R2 Offi(,'C. 
with cl)tTObmati011 of the team members, prcpare..d the draft report. TIle reviewer ensures that the c.ontents and conclusions in the 
draft report are properly supported through workpapers that are maintained in the pennancnl file. On 8 May 2008, the: draft report 
was issued via c-'mail to the R2 Office and 08 Office. 111C e-mail stated "We really be1i(""ve the tee pl.'rcentage is the most accurate 
Inc,thad to base the R2 reimbursable rate ... '" In addition, the draft report contained a paragraph on the R2 Office chnrging a 
pen."elltage rate. In fad, the last sentence ofthaI pamgraph states "We agree with the R2 Project Office crul.J"ging 2. pe,rccnmge rate." 
Also, the draft report contains a paragraph titled FY 2006 Carryover Fees. This paragraph cite..:;; the fact tha1 the R2 Office had 
carryover reimbursable fees from the prior fisal.l year (2(06) of about $8.4 million. TIle explanation that was given to the IR team 
was plausible and ""was due to the prior fourth quarter expenses that didn't occur." Also, the draft report stated "The R2 Project 
Oft ice is operating in a dynamic business environment that docsn't always allow for immediate managcme-nt {)f inc.orne and 
expense.,,, during a given period. In our opinion, R2 personnel are actively and effectively managing their business operations giVL'Tl 
the dimate in which they operate." 
Anyone who reany reads the contents of the draft report, along with the other s-upponing t.-'ITlaih;, would conclude that the IR team 
felt that the R2 Office wall operating properly, that the R2 Office was told they needed to capture actual costs by customer, that 
they were in the process of establishing the actual cm;ts by cll..;;tomer, that the [R Director properly notified the LRC Director about 
the results of the review~ that the LRC Director requested the creation of an In Process Team (to include members from the R2, 08 
and lR Otlkcs), and the LRC Director directed the R2 Office to follow the guidance provided by the G8. 

Q. Is tht!re anyune else that may have additional relevant information with whom I should speak? 
A.No 
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9. S1 ATEMENT (Conlinued) 

.CECOM IRAC Office Director 
AFFIDAViT 

~ _____ ,"~. __ , HAVE RiS\D OR HAVE HAD READ TO ME THIS STATEMENT 

WHtCH BEGINS ON PAGE 1, AND ENDS ON PAGE 2 I FUllY UNDERSTAND THE CONTENTS OF THE ENTiRE STATEMENT MADE 

BY ME. THE STATEMENT IS TRUE. 1 HAVE INITIALED ALL CORRECTIONS AND HAVE !NITiAlED THE BOTTOM OF EACH PAGE 

CONTA!N!NG THE STATEMENT. I HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE OF BENEFIT OR REWARD, WITHOUT, 

THREAT OF PUNISHMENT, AND W!THOUT COE"RC!ON, UNLAWFUL INFLUENCE, ORi1NLAWFUL fNDlJCEMENT, 

WiTNESSES: 

DA FORM 2823, NOV 2Q06 

CECOM lRACOffIce Director 

Subscribed and swam to before me, s person authorized by law to 

administer oaths, this 

al 

I' 

day of 
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SWORN STATEMENT 
For use of this form. see AR 190-45;the proponent agency is PMG. 

PRIVACY ACT STATEMENT 

Title 10.USC Section 301; Title 5. USC Section 2951; E. O. 9397 Social Security Number (SSN). 

PRINCIPAL PURPOSE: To document potentla!criminalactivity involving the U.S. Army, and to allow Army officials to maintain discipline. 
law and order through !nvestigation of complaints and incidents. 

ROUTINE USES: Information provided may be further disclosed to federal, state, local. and foreign government law enforcement 

agencies. prosecutors, courts, child protective services, victims, witnesses, tre Department of Veterans Affairs, and 
the Office of Personnel Management. Information provided may be used for determinations regarctil 9 judicia!or 
non-judicia! punishment, other administrative disciplinary actions, security clearances, recruitment, retention, 
placement, and other personne!actions. 

DISCLOSURE: Disclosure of your SSN and other information is voluntary. 

I' 

Aberdeen Proving Ground~ Maryland 1330 

CECOM [RAC Office Director GS-14 

CECOM, ATTN: AMSEL-IR, B 6001, Suite CillO, Rm, Cll09, Aberdeen Ground, MD 21005{)001 

L CECOM [RAC Office Director • WANT TO MAKE THE FOLLOWNG STATEMENT UNDER OATH: 

Q. What was your position within CECOl'vl when the assessment of the Rapid Response (R2) Office in the 2007-2008 timeframe 
was conducted? \Vbat was your grade"job series, and how long had you held that position? 
A. Director of the Internal Review Oftice; Grade GS~14; Job Series 0510; a little over one year (officially became Director on 1 
Apr 2007) 

Q. "What was your office's role regarding the R2 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 G8 to take a look at the 
Office and how they set their reimbursable rates. Before proceeding there were discussions between G8 and fR and (G8 Director 
Retired) thought the review would be better suited in the IR Ofiice and turned it over to us. Director LRC Retired then came forward 
? Jan 2008 with an official request to have my office review the rates established by the R2 Office and. the carryover of funds from 
fiscal year to the next fiscal year were in accordance with regulations/statutes. Messrs. IRAC Office Senior Evahlator and IRA C 
Office evaluator were the field evaluators of the IR team assigned to pcrfonn 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 contract administration 
office. At the time they had eight service contracts in place for five years. If someone came to R2 and requested their contractual 
services and/or equiprnent,R2 personnel had the ability to award contracts within 21 days. The Contracting Officers and. Specialists 
working for the R2 Office were fTom the former CECOlvi Contracting Center (now the Acquisition Contracting Center~ APG). Their 
labor was totally reimbursable and they were dedicated to R2 full time. 

Q, Was it a specific type of inquilY or audit? 
A. It was a regular review. We are 110t considered to be audilors (under the eyes of the AmlY); therefore we do not perfonn audits. 
Since we afe classified as Accountants (Internal Review Evaluators), we do reviews_ Types of reviews are explained in AR 11-7. 

Q. \1/hat is AR 11-7 and how does that AR govern your office? 
A. AR 11-7, Internal Review Prot,r:ram, is basically our Bible~ and contains policies for establishing and operaling an internal review 
activity within all Army organiu'1tion. 'The Oct 2007 edition was current at the time of our review. 

Q. Do you believe the review was conducted in accordance with the provisions of AR 11-7? lfnot, which parts of AR 11-7 were 
not followed., what was the cause, and what was the impact on your findings and recommendations? 
A. It is my opinion that the review \vas conducted IA \V AR 11-7, All fieldwork was completed by the IR team. The review was 
never terminated. On 28 March 2008 we, provided an exit briefing which incl uded the results of our review to LRC Director 
Retired. Vv'e released a draft report with recommendations to the 08 and the LRC Directors. Responses were provided by both 
activities. 
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STATEMENT OF CECOM !RAC omcc Director TAKEN AT _A PG"-M-.JDL-____ DATED 2012110/04 

I. STATEMENT (Continued) 

nan ema!l message dated 6 June 2008 and addressed to mC,MrIRAC Office Lead Evaluator, the lead evaluator on the 
eview, stated "the r2 files/work papers are all complete, reviewed, Sih,TI1-ofred and draft report cross-referenced."C E COM G 8 

tR E T IRE D had non-concurred \vith both of our recommendations that stated it was okay to charge a flat percentage and carry"over 
unds depended on the type offunds. CECOM G8 Retired had stated that the R2 Office needed to document the actual expenses 
ncurred for each cllstomer and to charge each customer accordingly in order not to violate the Economy Act. Since 08 is the 
proponent for funding policies, he had the tina!word. 1 conveyed the comments from CECOM G8 Retired to Director LRC Retired 
n an email dated 21 Aug 2008. Other addressees in the email included 1\1r. CECOM 1RAe Office Senior Lead Evaluator and the lR 
eam members, R2 Office staff and an LRC Associate Director. Since Mr. Director LRC Retired requested my office to perfcHm the 
·eview, he became my primary customer. My email dated 21 Aug 2008 served as my"informal"fina! report Per AR 
11~7, a final repOlt can be released tbrough informal communication (e.g., email).Mr. CEeOM IRAC Office Senior Lead 
~valuator probably never realized that the email served as our final report. Also,it \vas our policy (from my previous director) 
~at all reports \vou!d be issued to the customer wbo requested the review. It never went any higher unless there were major 
·ssues. I didn't feel that the results of our 
eview were major. Paragraph 5-2a of AR 11-7 (dated Oct 20(7) states "DiHerent forms of reporLs include fom1ul written reports, 

memorandum, briefing slides, or other presentation materials" while paragraph 5-2b states "The purpose of review reports arc to 
(I) Communicate the results of reviews to those charged with govemance. the appropriate officials of tbe reviewed entity, and the 

~ppropIiate oversight officials. lv1r. Director LRC Retired was the appropriate official of the reviewed activity while Mr. CECOM 08 
Retired \iVa.<; the appropriate oversight official .... vhen it came to fund ing policies. Periodic updates from !vIay 2008 through July 2009 
vIJcre provided to , ,:"ho was the CECOIVf Chicfof Staff at the time of the revicv.'. Also, J informed the /u\1C IR Director tbat my 
mee had been working on a revic\v of the R2 Office. In hindsight, if Il,.'e were to do this review agail1~ I would make sure that I and 
he JR team met with the Director ofG-8 during lhe fieldwork phase of the review and gel her vlcwpoint,,/decisions when it came to 

~harging a flat percentage fec. J wOllld also research other audits that covered the same subject to determine if there were any 
precedents already established. 

Q. Communicating with management throughout an assessment is important? Please describe the frequency and content of 
""':ommunication with this assessment. Where are these communications documented? 

-I.. Pertinent communic-ations, as documented via Memorandums for Record" arc· made part of our ,vorkpaper files -which are stored 
f his 'YatlOnafelor tiis response.~· ~- ~.-~.~~ ~ -~ -

Q. What does the ,\R state regarding the distribution of reports? Is there guidance within tbe AR which gOVCTI1S release or non 
-release of the reports? If so, \;,'here is this stated within the AR? Did this guidance come into play? If SO~ what led to the 
conclusion to release or not release the final rcpOlt? Although the report was not ·released as a final document, \vas the draft report 
to include reporting reviews of responsible officials ever made available to an intenlai 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 October 2007 edition of AR 11-7 contains reporting standards. 111e official files are kept in SharcPoint and 
are availabk to the IR Office staft: The older of1:jcial files are also maintained on DVDs. 

Q. Who in your chain of command received executive swnmarie-s, ve-rbal updates~ briefings. e-mails", or any other fonn of 
communication on the status and findings rc-garding this inquiry or audit? 
A. I would discuss relevant issues involving my office during periodic meetings with" CEC01\.1 Chief of Staff and my immediate 
superior. ! would send my proposed topics to in advance of the meetings. The Review of the R2 
Office \-vas discussed with on the following dates 14 May 200S,8 July 2008, 25 August 2008~ 28 October 2008,22 
Decembcr2008, 6 January 2009, 6 March 2009, 14 Apri12009 and 13 Juty 2009. Also" in September 2009. I informed Director of 
AMC TR at the time, that we had been doing a Review of R2 chargi.ng nat fees and provided her a synopsis or what we found and what 
recommendations we made to the, appropriate directors. 

Q. This reviev.' covered the period of2007-2CJ08 is that con-ed? In planning a rev.iew~ evaluators will ask management of the 
reviewed entity to identify previous reviews, perfonnance- audit~ or olher stlldies that directly relate to the objectives or a review, 
including whether recommendations from previous assessments ba-ve been implemented. Was this discussed \-vith the R2 Project 
Office? 'V\' ere previous reviews identified? If St."), \yhat were the timeframes~ the objective of the revie,ws, and the findings and 
reconunendations? 
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g, STATEMENT (Continued) 

A During our Review of the R2 Office, we looked at funds carried over from FY 2006 to FY 2007, We looked at the entire FY 
2007 rec-eipt and distribution of funds. There were no other reviews/audits performed on the R2 Office and that was probabJy 
conveyed to the R2 Office participants during our formal entrance conference that included personnel from R2, G8 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 eva] uators perfom1ed their reviews, they usual1y gave me verbal updates during the reviews. I entrusted my staff to perform 
their reviews per AR 11-7 and DA Internal Review Evaluator Standards. I felt no need to distrust my staff to go out and seek 
answers in order to answer our objectives. I gave guidance and questioned 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. I reviewed the report for its accuracy and its clarity (from a writing style). ifquestions 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 Office Senior Lead Evaluator released the draft report to the R2 Office and G8 Office, Mr, CECOM lRAC 
Office Senior Lead Evaluator stated in his 8 May 2008 email "We really believe the fee percentage is the most accurate method to 
base the R2 reimbursable rate." In addition:> when J\1r. CECOM lRAC Office Senior Lead Evaluator prepared the draft report, he 
wrote "We agree with the R2 Project Office charging a percentage rate.'! 006 June 2008, Mr. CECOM TRAC Office Senior Lead 
Evaluator sent an email message to me stating "the r2 files/workpapers are all complete., reviewed, sign-effed and draft repOlt 
cross referenced." After the email I then reviewed the files to verify I\1r. CECOM lRAC Oftice Senior Lead Evaluator's 
statement. Since they were completed, I did not need to make any further statements/comments regarding the work papers. The 
draft report contains a paragraph titled FY 2006 Carryover Fees, This paragraph cites the fact that the R2 Office had carlyover 
reimbursable fees from the prior fiscal year (2006) of about $8.4 million, The explanation that was given to Mr. CECOM IRAC 
Office Senior Lead Evaluator and the TR team was plausible and "was due to the prior fourth quarter (FY 2006) expenses that didn't 
occur," TI,e draft report, which was initially composed by Mr. CECOM lRAC Office Senior Lead Evaluator, also stated "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." There is no reference from Mr. CECOM IRAe 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 
percentage fee to be reimbursed for its operations or by carrying over too much funds from one fiscal year to the next fiscal year. I 
simply concurred with his statements. 

Q. During the period of assessment, the Amy Audit Agency was embarking on a similar assessment regarding the use of flat fe-e 
contracting services. V.,rho was the Anl1Y 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 (tvlr. John Riley» and AAA 
personnel at this time. What was discussed~ what was the outcome of the discussions, and what evidence exists which documents 
the course(s) of action taken? 
A, On 2 June 2008, I 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 flat fee and it would be a duplication of effOli if AAA did another audit of R2's fees. I also notified Director LRC 
Retired and CECOM G8 Retired about the email IsenttoMr.Jio.Mr. Director LRC Retired supported my response to AMC. On 
10 June 2008, I notified, AMC IR Office, regarding the response to who was on a lengthy TDY and all work was redire,cted to. 
On 23 June 2008, AAA, (Phone number 301-xxx-xxxx, email, ,civ(i3)maiLmil) notified Mr. , AAA Audit Liaison for the CECOM 
IR Office, about a request for an entrance conference on their audit. As the IRdirector and tbe person most familiar with the 
Review of the R2 Office" 1 contacted I\1r. AAA Auditor on 24 June 2008 and provided the results of our Review of R2. The re-sults 
I suppiied were included in the draft report which did not contain any responses from LRC or G8, On 19 August 2008, I received 
an email from Mr., 08 Office, which included CECOM G8 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 I passed the information to 1\1r. Director LRC Retired who was our 
customer for the Review of the R2 Office. Being the director of internal Review, I have a moral and ethical responsibility to make 
sure that I protect the Command and PEOs, I have no responsibility to AAA unless they specificaUy request the information 
through their audits of command!PEO activities/programs. Also, we (R2, 08 and lR personnel) were resolving the issue in~house 
so that there was no need for outside irnterference. Since AAA had decided that they did not need to duplicate our efforts and 
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9, STATEMENT (Continued) 

The email, that Mr. AAA AUDITOR sent M, included a reque;t from Mr., SES Deputy Auditor General for AAA, who wanted to 
include- in their report "results of the CECOM IR audit that would be avallable if the Under Secretary wanted a copy." On 4 
September 2008, responded to AAA Auditor indicating that JR 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 repoli 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 reflect allnual costs and returns excess funds collected back to its customers." The 
Executive Summary also included a reference that the CECOM JR Office had an on-going review of the R2 Office and tbat the TR 
staff had explained that the scope of their review included the propriety of fees charged by the project office and their repon would 
address the findings and recommendations. On 23 February 2009, the AAA issued their fmal report and reiterated the comments 
about the CECOM IR Office which were previously stated in their draft repOli. 

Q. Since the conclusion of this assessment. please describe the audit follow-up(s) that have occurred. 
A. We have not perfOlmed any follow-ups of the R2 Office. Since an In Process Team had been established with members of R2. 
08 and lR Offices, and we were working on a resolution t.o correct the problems, I felt that a foHow-up was not needed. In addition, 
another IR 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 a conflict of interest. 

Q. Please explain what the Internal Review Management System is? Is this tool used by your office or do you employ an equivalent 
management system? 
A, The Internal Review Management System is a timekeeping system used by all members of Internal Review Offices within the 
U.S. Am1Y. From this system, we generat.e reports that identify how much of our work time (direct) is devoted to performing 
eviews and how much time is devoted to management and administrative (to include leave, training, TDY, et.c) 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 
General 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 sy~tem for me to use. 

Q. \Vhen .. by what organizatio11, and who conducted the last external review of the TR Office? Vlhen and who conducted the annual 
self-evaluation during the period 2007-2008? Were issues of compliance identified in either assessment? If so, what corrective 
actions were taken? Have additional reviews substantiated the con·ective actions are working? Please provide supporting 
documentation. 
A. Ms Director of AMC Internal Review Office, perfOlmed a Quality Assurance (QA) review of our operations in September 
2010. QA reviews are required every three ye,ars. The previous QA review was performed in September 2004. Due to staffing 
issues within AMC JR, change- of directors within CECO!v1 JR Office (previous director retired in August 2006, r became the 
director in April 2007), and my misunderstanding of the requirements (1 was required to ask for a QA review) which I did not find 
out until July 2009, the QA review was not perfOlmed 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 resu Its were submitted to me in June 
201 J before she retired. The next QA review is scheduled for September 2013. 

Q. Is there anyone else \\o'ho might have useful infommtion that 1 should talk V-lith? 
A. No recommendation. 

For the record, 1 would like to make the following comments which are in regard this AR 15-6 investigation. 

It is my opinion that the AR 15-6 investigation could have been avoided had the "whistleblower" contacted me, 1'v1r. CECOM IRAC 
Of1'ice Senior Lead Evaluator or other 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 OW11 personal records. The '\vh,istleblowerO! 
would have realized that the R2 Office had made plans to go to an actual expense record by cllstomer 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 1'v1r.Director LRC 
Retired and M'r. CECOM G8 Retired where I provided an "i nfonnal" final report to both direc1Drs. As the IR Director, I have the 
latitude and flexibility to issue a "fannal or infomlal"final report. 
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9. STATEMENT (Continued) 

In addition, Mr. CECOM IRAC Office Senior 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 flat fee or carrying over $8.4 mill.ion 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 R20ffice and 08 Office. Mr. 
CEeOM lRAC Office Senior Lead Evaluator stated in his email message "We really believe the fee percentage is the most accurate 
method to base the R2 reimbmsable rate," By contacting me or my office, the "whistleblower" would have discovered that Mr. 
CECOM IRAe Office Senior Lead Evaluator, the lead evaJuator 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 pelmanent file. Anyone who reads the contents of the draft 
report, along with the supporting emails, would conclude that: (i) theIR team felt that the R2 Office. was operating property; (ii) 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 fan11 the R2, G8 and lR Offices); and (vi) the LRC Director 
directed ti1e R2 Office to follow the guidance provided by the 08. 

Lastly, once we received the formal response from :Mr. CECOivl 08 Retired that he non~concuITed with our 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, felt that my IR team had not exercised due diligence during the review. Although the IR team had met and 
questioned the 08 staff on their thoughts about charging a flat fe~ they did not seek any communication with Mr. CECOMG8 Retired 
who has the final sayan funding policies. 

AFFIDAVIT 

I, CECOM IRAC OFFICE DIRECTOR. HAVE READ OR HAVE HAD READ TO METHIS STATEMENT 

WHICH BEGINS ON PAGE 1, AND ENDS ON PAGE . I FULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE 

BYME. THE STATEMENT IS TRUE. I HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE 

CONTAINING THE STATEMENT. IHAVEMADETHIS STATEMENT FREELY 

THREAT OF PUNISHMENT.AND WITHOUT COERCION. UNLAWFUL INFLUENCE, OR NLAW,fUL INDUCEME~T. 

WITNESSES: Subscribed and sv.orn to before me. a person authorized !Jy law to 

administer oaths, this ___ day of 

at 

ORGANIZATION OR ADDRESS (Signature of Person Administering Oath) 

(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; Title 10, USC Section 301; Title 5, USC Section 2951; E,G. 9397 Social Security Number (SSN). 

PRINCIPAL PURPOSE: To document potentia.l criminal activity involving the U,S. Army, and to allow Army officials to maintain discipline, 
law and order through investigation of complaints and incidents. 

ROUTINE USES: Information provided may be further disclosed to federal, state, local, and foreign government Ia.w enforcement 
agencies, prosecutors, courts, child protective services. victims, witnesses, the Department of Veterans Affairs, and 
the Office of Personnel Management. Information provided may be used for determinations regarding judicia! or 

non-judic:ial punishment, other administrative disciplinary actions, security clearances, recruitment, retention, 
placement, and other personnel actions. 

DISCLOSURE: Disclosure of your SSN and other information is voluntary. 

NAME 

6001 Suite Cll] Aberdeen MD 2] 005-0001 

UllliilllllilllillilliillIllIllL __________ , WANT TO MAKE THE FOLLOWING 8T ATEMENT UNDER OAT\-!: 

Q. In your previous sworn statement, you provided an overview of AR-ll~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 requirements of AR 11-7 reporting and why you felt 

draft report should be considered as the final report. 
A Chapter 5 of AR 11-7 (26 Oct 2007 edition) titled Reporting Standards, provides the requirements for reports. Paragraph 5-2a 
states "Evaluators must issue reports communicating the results of each completed review." We met this requirement when we 
issued our draft report that was in writing, communicated the results of our review and was provided to appropriate officials (LRC 
and G8 directors). Paragraph 5-3 of AR 11-7 states the review reports should 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 
responses from LRC to G8 in emails.Afinal report would cover all of those elements. I covered the entire contents ofllie 
reporting process through emails, albeit, piecemeal. was our customer since he had asked my office to do the review. 

felt that I had answered concerns via report and emails. In hindsight, I probably should have finalized the 
report after my e-mails It is my opinion that the draft report plus the responses from both LRC and G8 directors 
and the email the final report. Also, in an email dated 6 June 2008, wrote to Mr. D'Orazio 
and copied Messrs an_4_·, "Dom, the r2 files/workpapers are all complete, reviewed, 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 

Based on the allegation that a final report was not issued, I would say that Mr. ~~ lied when he stated that the 
I fiies,iw,,,,:naoers were all complete. For Mr.lf'~o claim that the files/workpapers were all complete would indicate that he 

not concerned that a final was not issued. So are we in compliance with AR 11-7? I say that we are. The draft report, 
I ""ponses and the email constitute the final report. 

Mr. B1tJI.Ialleges that misinformation was provided to the Army Audit Agency (AAA) which at the time of the CECOM IR 
. was conducting a review of Flat Fees for Contracting and Contract Management Services. Please explain CECOM IR's 

jinter:actlonwith the AAA to include what specific information was provided to the AAA which offered them the opportunity to 
a position in regards to the CECOM IR effort. Was an offer made to AAA to provide access to the files of the CEeOM ·IR 
If so, were the files provided? If not, what was the rationale of the AAA to not use the files? During this period, what was 

interaction between you and the CECOM IR review leads of the R2 review regarding the discussion with the AAA? 

10. EXHIBIT 
I PAGES PAGE 1 OF 
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g. STATEMENT (Conttnued) 

The alleged erroneous information given to the AAA auditors centered on the R2 Office returning some of the reimbursable 
back to their customers, I provided the information from the results of our review of the R2 Office (fieldwork was done 

through March 2008) to the AAA auditors for their audit of Flat Fees for Contracting and Contract Management 
lS"rvic,,", The information (returning funds) originated from an informal discussion that r had ~th,Messrs. and~ 
.ar,ounr,elrreview of the R2 Office. As the director of the Internal Review Office,l rely heavily on my assessments and 
Ij~~~,:~~:~ that they gather during their reviews. I did not imow anything about R2 retunling funds until MessrsJG:!f:~n and 
f1 me. Mr.~Brtr used his professional judgment when he didn't include the returning of funds into d;~ftT;;'g the audit 

Paragr,apb 3.33 of the GAO Yellow Book St!!ndards (dated July 2007) st!!tes "Using the auditors' professional knowledge, 
experience to diligently {>erfanD, in good faith and with integrity, the gathering of information and the objective 

I:;:~;::!:,:::ofthe sufficiency and appropriateness of evidence is a critical component of audits. Professional judgment and 
I' are interrelated because judgments made are dependent upon the auditors" competence." If the allegation is that the 
linfOlm"ti(JO was erroneous, then I would question Mr .• ~ professional judgment and competence. Chapter 3 of AR 11 ~ 7 also 

with ~'Professional Judgment'! and states that "Professional judgment includes exercising reasonable care and professional 
IS~~~~~:~~~~IReasonable care concerns acting diligently in accordance with applicable professional standards and ethical principles. r skepticism is an attitude that includes a questioning mind and a critical assessment of evidence. Professional 
Iskepl:ici.sm includes a mindset in which evaluators assume neither that management is dishonest nor of unquestioned honesty. 

1
;::~I:~;~!!~~m~an~agement is ho'nest is not a reason to accept less than sufficient appropriate evidence." If R2 management (I 

.. ,,,.',, made a similar statement in her testimony) had stated that they return funds to their customers,!, as an evaluator 
skepticism. would have asked for documentary evidence of funds returned. I reviewed the workpapers that we 

file for our Review of the R2 Office; I could not find any file with such evidence (e.g., a Military Interdepartmental 
IPtlrch""eRequest (MlPR)). I did find one workpaper that contained a spreadsheet that mentioned that funds were returned but no 
ladldil;iOloal documentation to support that comment. In June 2008. I received a telephone call AAA. about the 

I told that my office had the last three months looking at R2's rate whether it was 

1
::~~~~~;~~liThe was an SES and the Director of the CECOM LRC. The LRC has overall 

of the R2 Oruce. to 'make sure that the R2 Office was charging-their reimbursable rate per 
regulationslstatutes. that the rate is based on R2' s forecasted income and expenses over the course 

year and the best way that they could charge the customers were through a flat rate. We also recommended that the R2 
review their income and expenses on a quarterly basis and adjust their rate if appropriate and have it approved by the G8 

To do another review in this area would duplicate what my office had done plus affect the R2's workload in having to deal 
another audit agency audit. I suggested to_ that AAA can come and look at our workpapers or we could send our 

set ofworkpapers to them since they were paperless. I sent an email message on 2 June 2008 to ~~CO"'" 
my conversation with AAA. In the email message I mentioned that I sent a separate email message 

IR Director (at the time) with the same information., It was during my telephone conversation W~~hl~~:~~~s 
Imentiou,edabout R2 returning some of the funds back to their customers. Although I offered to provide our on our 

of the R2 Office, AAA never contacted me for them. AAA did include in their audit report that they had contacted my office 
that we had done a review of the R2 Office's rates. From my discussion , it was revealed to me that AAA was 

to determine what activities an'd how many activities were charging flat fees applicable statutes that governed the flat 
I conveyed my discussion to the IR team (Messrs'~f~irn andlllll1i perf~rming the review of the R2 

A critical point regarding the CECOM IR review is the issue regarding whether or not the R2 Project Office was refunding costs 
2007 and 2008. Please explain what the CECOM IR review team's findings were and what actions (to your knowledge) were 

by the R2 Office to address this concern of Economy Act or Anti-Deficiency Violations. When did this issue first come to 
during the review? 
I stated previously, the issue of the R2 Office returning funds to their customers originated from an informal discussion that I 
Messrs.a~ and.t11~ during their review of the R2 Office, As the director of the Internal Review Office~ I rely 

Ih"avilv on my evaluators' assessments and information that they gather during their reviews, Infonnation gathered during the 
phase is often discussed with me in a formal setting, as well as, an informal setting. VVhen we start any review. we research 

aOloroori'ate statutes, regulations and local policies that pertain t6 the area that we are reviewing. In the case of the R2 Office 
there are local and Army regulations, as well as, the Economy Act. 
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9. STATEMENT (Continued) 

The local reimbursable rate policy includes 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, received an email (on 20 March 200S) from which stated 
"Here is the re-validation from legal on the Economy Act. Attached to the email message was the legal covering "Fee for 

lis~ervlii~cie~C~hWtarges'" prepared the initial version of the draft report There was no mention of the Economy Act because 
Ii did not to be an issue with the R2 Office. Otherwise, he would have written a paragraph on how the R2 

1
!~!~~t:W~as:,violating the Economy Act. And I would have seen it in the report when I reviewed the draft report. In addition, 

wrote in his initial version ofthe draft report (Results paragraph of Objective B) "In addition, we examined the R2 and 
expenses paid during FY 2007 and were also able to accurately identifY those expenses in SOMARDS. As a result, we 

aTe confident the R2 Project Office is accurately accounting for incoming funds and operating expenses. In the subparagraph titled 
"'FY 2007 Contract Obligation",m~t 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 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 detennined the R2 office is properly accounting for 
expenses." In the subparagraph titled "FY 2006 Carryover Fees", wrote "Although R2's $S.4million 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 maI}agement 
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 .~~i!!!lllli'!ll'!~ (GS Office), he 
states ''"In the attached memo R2 has indicated that G8 has answered all of its questions and understands 08's requirements. 
Therefor~, temporarily this 1PT 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 will reconvene and review the R2 progress. I wanted to take a moment to thank all of you who 
worked on this R2/GS action. This was quite a challenging effort, one that included input from the LCMC Legal Department, 
Acquisitlon Center, Internal Review, R2 and G8." 

AFFIDAVIT 

I. JlIlJlIB~llj!1~~~I~m~ ____________ , HAVE READ OR HAVE HAD READ TO ME THIS STATEMENT 

WHICH BEGINS ON PAGE 1, AND ENDS ON PAGE I FULLY UNDERSTAND THE CONTENTS OF THE ENTIRE STATEMENT MADE 

BY ME, THE STATEMENT IS TRUE, I HAVE INITIALED ALL CORRECTIONS AND HAVE INITIALED THE BOTTOM OF EACH PAGE 

CONTAINING THE STATEMENT, I HAVE MADE THIS STATEMENT FREELY WITHOUT HOPE OF BENEFIT OR REWARD, WITHOUT 

THREAT OF PUNISHMENT, AND WITHOUT COERCIO~, UNLAWFUL I 

WITNESSES: SubscrIbed and sworn to 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 (AuthOrity To Administer Oaths) 

'IALS OF PERSON MAKING STATEMENT 
PAGE 3 OF 3 PAGES 

DA FORM 2823, NOV 2006 APO PE v1.01ES 
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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 

REPlY TO 
ATTENTION OF 

AMSEL-CP 

FORT MONMOUTH, NEW JERSEY 07703-5000 

MEMORANDUM FOR SEE DISTRIBUTION 

SUBJECT: Reimbursable Order Process 

1 4 DEC 2004 

1. Purpose. This memorandum establishes the Communications-Electronic 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, 

a. In accordance with governing laws and regulations, CE-LCMC 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 ofCE-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 ageocy retains and spends funds received from outside sources, 
absent statutory authority. 

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 
SUBJECT: Reimbursable Order Process 

Statement and Account of the Receipts and Expenditures of all public Money shall be published 
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.5.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 without any 
dednction of any charge or claim." 

h. 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 Statnte. 

(2) Augmenting an appropriation by retaining government funds received frol,ll another 
outside source without depositing those funds in the Treasury. This wOldd violate the 
Miscellaneous Receipts Statute. 

c. The following are some of the most frequently used statutory exceptions to the 
Miscellaneous Receipts Statnte: 

(I) The Economy Act, 31 U.S.C. § 1535 (2004). This authorizes interagency and 
intraagencyorders and allows activities to retain funds without depositing those funds in the 
United States Treasury. The ordering agency must reimburse the perfOiming agency for the 
actnal costs of supplying the goods and services. CE-LCMC organizations will use their 
established reimbursable rates as the actnal 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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AMSEL-CP 
SUBJECT: Reimbursable Order Process 

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 Engineers proponents where CE-LCMC activities 
reside. . 

4. Proper Reimbursable Procedure. 

a. Military interdepartmental Purchase Requests (MlPRs), DD Form 1144, Support 
Agreements, ot 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 to work performed. 

c. Timely transfer of charges is required in the accounting system to ensure customers' work 
is not financed with direct funds. 

d. A tracking/feedback system must be in place to record work performed for each customer. 

3 
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e. Wbere possible, administrative/management fees for contract administration should be 
consolidated to prevent bmden and cost to the accounting system. 

f. For the transfer of charges process, each pay period: 

(1) Ensure dollars and hours of reimbursable effort are properly reported against direct 
andJor reimbursable JOAN(s). 

(2) Complete transfer of charges based on actnallabor costs reflected in the appropriate 
accounting system. 

(3) Complete transfer of charges for other than labor costs (travel,supplies). 

g. Performing activities will notifY ordering activities when the value of the ordet exceeds' 
funding needs prior to completion of orders. 

h. Upon completion of orders or at the end of the period the appropriation is available for new 
obligations, t1je performing activity will reduce orders accordingly and return excess funds 
to the ordering act:ivity. 

i. Performing activities will review unexecuted balances of reimbursable orders as of 
30 June, 31 July, and 31 Augnst and promptly return excess funds to the ordering activities. 

5. Applicable Financial References. Attached is a list of guidance and regulations offering more 
detailed information on the reimbursable process. 

6. The point of contact is IIIIIl/II1II., Program Budget Division, Deputy Chief of Staff for 
Resource Management (DCSRM), telephone COMM (732) 532-0553 or DSN 992-D553, e-mail 
address' ~-.";;'if&~.@mail I monmouth army mil • ~5'J;~,~dfC.i',1IT2\( • • •• 

7. One Vision, One Mission - TheWarfighter. 

Enc1 
Reimbursable References 

DISTRIBUTION: M, 0 & R 
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Colonel, GS 
Chief of Staff 
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REIMBURSABLE REFERENCES 

General Reimbursable InfOlmation: 

• 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://www.usapa.a.rmy.mil 

• IiFAS-IN-Regulation 37-1 
Finance & Accounting Policy Implementation 

o Chapter 12, Orders, Earnings, Billings 
http://www.odcsnn.hgusareur.army.millnnbud/Regs/ChapI2.pdf 

• DoD Financial Management Regulation: 
Volume 11 A: 

o Chapter 1, General Reimbursable Procedures and Supporting Documentation 
o Chapter 2, Project Orders 

Volume lIB: 
o Working Capital Funds 

http://www.dod.mil/comptroller/fmr/ 

• DODL4000.19 Interservice and Intragovernmental Support 
http://www.dtic.miVwhs/directivesicorreslhtmIl400019.htm 

Economy Act Orders: 

• 31 USC § 1535 
http://www4.law.comell.edu/uscode/ 

• Federal Acquisition Regulation (FAR) 17.505(d) 
http://www.arnet.gov/far/currentihtmllSubpartI75.html 

• DoD Financial Management Regulation: 
Volume l1A: 

o Chapter 3, Economy Act Orders 
http://www.dod.millcomptroller/fmr/ 
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MeMORANDUM OF AUREE"IE'T 
BlfrwHf.N THE 

RAPIO RESPOl<.Sii PROJECT Ofl"lCE 
A~TJ fltE. 

CECUM LCVlC tKQUSrnO/\ C'E:-ITI:R 

J. Pu,~: The purp~)~e o(tbe MclllO-l1lrtdum of ;\grcclTlcn11 MOA} i:t- ,,, l;!$hlhfi:sh n 
!hlfnew'~ Icr rciml.itln.abtc !k':rviccs 1Q he providl!d boy Ihe LS Cf::O;:J.\1 f,C~C 
AcqUlsil.lt'm r",11h;!'1. Fort MonmouIDlo-lnc Ruptd Respt.msc: PmjcC't 0rfiCt, Fort 
1\-1.onrmmth. 

:! ,-'\.t\t~-ld!.Y; 'fhl..' {',liCOM L(~'\4(" Fl1i'f \i~'nmutlth ."~uisillOn ('~nH."f l-i: 3uthl.lrizcJ W 
cillcr into,a reimhll1);;;Jhtt:. ~r~emcflt \\ iln tJthCf l;5 -(;OYl~rmn(..'nt ;1:gcr.cit:s mldcr th~ 
Ft!f1Olltn)' A':l rill \lSC 15JS).md W-LlSC JoJb{t!}, 

.t (}g'1!tr4l P;!':t:Wis.igt~: Tr, the-('x/t.<m mmmllly agrt.."Cd lv hY'lhc ptlrtk~, .,j\:~Ullliltl\m and 
C(HIW"wt ~,~.hniniii~i',t1'(H1 ifS11!){:mcc win h..:, prm-(uud :1:) rC4u~.'~[(."iJ diut -limtlcd'bY {hC' Rl 
PniJ';ct (-llri,(,"c-. rhe CECOM 1.< '-\1(' ;\cqUlsitiO:t1 <':c:nh.~l .'J,;ft:c~ 10 pt()l"I.~ (:\lnt'ra..·j 
;tCtjuis:ilitm.,mtxtHicati~n, und tl4,mtniS1r.ili~f1 funL'tio-ns ~\l!th tliti"~~c ~tnd displ.it,~h, 

'4'-1thiq~ in this_MOA ~huH hc-c(f.J'5tru~'tJ us tl~ require rht!' RZ rrtlj.xtpffic,· hJ'Il~ th.e 
;a:CV1CIZ$, not k~ (Ct)uire- the t<E("OM LC\1C A<:4uis-Hiof) (\:mcr to :n::ccp-t thc <I'ssl!:lllmCfliS 
uf !I1~R2 P~ted{)flico. H"",~Wr. ·!>urn parti"" "'llCClhnplcm<lnt.ll"n .. fr/tis MOilw 
T\..'$ult itl at::quisrtiott miJcootr.ooll1dJninislr:1tli(~n a~i-sturn:.e h)-be rCn~:CI'"~'d t(l,the !O 
f>rujtCt omce -by- the CECO~ LCMC' A{;(:(ultlj~i(jn C,"li('C(' Hthjccl ~Q ,~xjs1illg fk"~nnel 
co.miitrail'fts:. 

a. ~1.tru:rt in- i1-ddH-iofl: to assiuatlcl; provided from the CEfOM LC'MC 
,\"q~i'ilion ronlcr highct·l""cl manag"",cnt rosoure<>l, th. C'EC'OM LeVie ACquisition 
('elll .... wiU"SIlIblish an ""quisili"" gr,,"p IOC:l1oo in the CErOM LCMC Acquisition 
CCIU(..,'f. Fort "fomno-utb. The' gtn!lP~ funded by {.Ill:- R2 Proj~ct Otl1-ce. wilf CUllS1J;t nf 
t~l1II!y.on. (2HI'"sltii>n. rromthe ft,lklwfng.job da.~"ifical;On$: ) lil2 Cunl1w;t S","'i~lisl 
!0:; ,}-2'1, 1..'(-v),:07,aoo YC Oi!). TIl'CMfQUP wilt in-dlfde an addili~ ~nt."(1 J 1:02 Con1f'.tC'1 
Sp,ci.ltsl fund ... bylbe LRC' withAWCY 'lOci one. (I fC;S·lt"~'{14 Fast fra<k Stll""'L 
There wUI'bc -u tot~,o.ftwcnt-Y·three-(2J)-CEC'nM f.CMC A-cquisj·tidti C>lf\(<.:r~»lpJoyecs 
f;upportm:g the R2 fJ-f'l)grnm. 

b, 5:£[V,-w~ AcqUisition assistilnce shull he l.·ompnM:'d {}fal,! lil'u)-lic functl-uns 
Il'ltnllu.Uy pC'ff<tft11Ci.l hy the, CECUM t.( 'Me AeqUo'lsltioll Ccolct in c.~Ydueling 
pro<;urements' amI. admini';'lering cont-nl:l::lS fi~r rhe- O('-pdrtmen,t o-f the Army 'fn accordafl« 
w:lb ilS nlissinn and funclioo. 

5, t:.ill;.xjing; All dcsigmnc:d reimbursable suf'l!mn managcu. ~upc-fVJ$Ccl or rcrt~\rnll,."d tw 
tnt.: CECOM l.CMt' Acquisition C'o!nter fi)f {hl.i R2 Pr,o:jC(!l O-ffice sha:U b\.' tltnd~f hy tl~ 
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R2 PmJ,-~t (Jnkc. Ac.kJilwJwl1y. lr'.I\.-d. ;.\ .,;rW1\\.' ~',lltJ dficc ... ullpi ........ n:~um.:J h) !h..: R2 
CH '{)\1 I.C\.f{' Acqm!>-uion t. \"Hlcr '/\·am wJ.! h1; r\md~'1.l 0) !he IC Prlll\!d {)j'ficc It!!> 

.Jgr.;..m th'lt t.:~UfCCS Arc h) be !un,b.f tin a ;,-<"'~Jy "::ISIS,:l!ltl th!lt the R2 PrvJed (nlkl.: 
\.\ iU mnity Ih~ t.~r.COM LCMC AC'4~tsition ('~nt-cr Q( an,.' ~'.l-rtaHo'!Cnl nf lhe prngr.tm. 
whi-dJ tn~y uccur. ;;:.nd glY-C 1he CeCOM L{ '~1C AcqUIsition ('clll"r -lSn tiJ.y~' r,l)tII::-c if 
resuurce support is tIJ be curt:!ik.'i!. The Rl Pn'lJI!'C; OiTic:c v..iH p-rpvitic tnc CECOM 
! ,("Me AC'4uisHion Center with a projwloo 1~t!l Qf suppan J'e9ui-rM tllr the neXt n.sc.ul 
yCIlf hy the l!nd ()f the thin! ~Wl11er of' lhe procet:ding fiscaJ yt..'1$[. The R2 Pro)m (>mel; 
wlil n:imbutsC tl~1! CECU),1 U,...·MC ActJ.uisition C tmtcr fur the dedicate pl.:rsonnel Tn the 
:.nnaunl of 52.3 1'9,345. The FYfl8 -reimbursement will he sent to the ~ervicing budge! 
office within a n:nsqnilhf.c llme. ' 

a, ~v'i2iOl\S: The, fcmlS for this. agrt:1.'lllC!lt roOf)' be n:\·i5(.~ by !.he mUlu,,1 
~l~H.·t."1ft-;mt ufthe signaHlEics. or 1m- 'ttCce:s.."iOfS. Such n;"":sions shaH he ~c.com?lisht.."d by 
wnltCfl umcildfnt.1US heref(), Tbis- "trccmem may be tcrmir.atcd h~( written agrC"om:~nt or 
hy either party g1\mg 180 ~lay1'i written ooficc to fhe otn'o!f. In [he event uf I('mlinmiofl. 
Ih,,· R2 Proj(.'Ci OH'ice shaH be rl!spcnsihle tor allY ten1linutmn custs associuIl.!-lf \\'itb lhe 
c\':llnJcf Jc..'fllohifi, ... .4tthm of txrS<lnllt.:1. and ani' OtheT fadtdic,s d ... "dicatcu 10 SUPilurt. 

b. !:;ne;:J1.!:~_P~,\~ ThiS ,\-tOAshalJ bc l.!m:CllVl!' upon :s.fgnaturc hy OOlh panic!:. 
~UlJ "h:JH rt.'fu.lin ill cfteet until tttrrninated •. fhis \10 .. \ shall cover a penut:! ttl' !\on (()} 
)''I?l.If:S ilnlt.1(:' O1.hCf'l'o'!sc i.ctminOltl:d in iH~C(lnJancc wllh dtc 1'((}''''-lsrOIl$ of r~r",g..r.tph ft. 
H,)",·-t;!h~r. h.'Jth pm1iL~ will W\'feu" fhe pmviti:oning nf Ihi~ agrct:mcnt annuaHy. Thj!; 'A'11l 

OL"iSUrc th.a[ ill,.'untinucs (t) n:t1ttt the- a(1f1wrrinr~ uruk.'fSl~fld'nM .Uld,prO<;t,j,tJr~ to 
n.,:'l,"0ttn1/.e ':l.m1 pmvide- fb'r CUtTi,."1)l ncpJs, 



Johnson, Cassandra T CIV (US) 

...... om: 
~nt: 

Hoyle, Michael L CIV USARMY CECOM (US) 
Thursday, March 14, 2013 3:15 PM 

To: 
Subject: 

Johnson, Cassandra T CIV (US) 
(UNCLASSIFIED) 

Attachments: Exhibit K_Redacted (MOA for Reimbursable services between R2 office and CECOM 
Contracting Center).pdf 

Classification: UNCLASSIFIED 
Caveats: NONE 

I hope this is what you wanted 

Classification: UNCLASSIFIED 
Caveats: NONE 
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From: 
Sent: 
""'0: 

,c: 
Subject: 
Signed By: 

Classi f.ication: UNCLASSIFIED 
,Caveats: FOUO//PROTECTED BY PRIVACY ACT 

Initial request from ~ requesting the review along with his 
expected areas to be reviewed. 

Internal Review Office 
"Recognized, Trusted, Valued" 

AMSEL-IR 
CECOM 
Bldg 6001, Suite C1110,Room C1109 
Voice: DSN: 848-4325; locally: 861-4325; Commercial: 443-861-4325 
Fax: DSN:848-4341; Commercial: 443-861-4341 
Blackberry: 571-212-0117 

(**NEW DISA EMAIL ACCOUNT**) 

Subject: FW: IRAC audit 

see msg from 

CGFM 

Internal Review Office 
'AMSEL-IR 
I-lQ, CcE LCMC 
Building 826 
Fort Monmouth, NJ 07703 

(old APC account) 

(Comm) 732-427-4113, DSN 987-4113 
Fax: (Comm) 732-532-4918, DSN 992-4918 
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as we discussed, iiII!Ii'll1 folks in IRAC will conduct a review of 
~2 s methodolgy and compliance with setting reimburseable rates and how 
_r1coming funds for the R2 office are allocated against costs. Understand we 

have a process approved by DCSRM which lRAC will validate we are following. 

Classification: UNCLASSIFIED 
Caveats: FOUOjjPROTECTED BY PRIVACY ACT 
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Review of Rapid Response (R2) 
Project Office 

Reimbursable Rate Process 

CECOM LCMC Internal Review 
28 MAR 2008 

Exit Briefing fo 
Director, CECOM LCMC LRC 

CECOM -- PEO C3T -- PEO-EIS --PEO IEW&S--CERDEC 
LIFE CYCLE MANAGEMENT COMMAND 



Background 

• LRC Director requested IR review the R2 
reimbursable rate process and provide an 
assessment of the accounting for 
incoming funds and operating expenses. 

• I R will provide a formal report to the LRC 
Director with review results and any 
recommendations. 

CECOM -- PEO CST -- PEO·EIS --PEO IEW&S--CERDEC 



Guidance 

• CE-LCMC 2004 Memo Reimbursable Order 
Process 

• CECOM Reimbursable Policy 99-17 

• AR 70-1: Army Acquisition Policy 

• DFAS-IN 37-1: Chapter 12 Orders, 
Earnings, and Billings 

• DOD FMR: Volume 11 A, Reimbursable 
Operations, Policy and Procedures 

CECOM -- PEO C3T -- PEO·EIS -- PEO IEW&S--CERDEC 
CYCLE MANAGEMENT 



Methodology 

• Reviewed Guidance and Regulations 

• Met with Key Personnel 

• Collected and Evaluated R2 Financial 
Data and Supporting Documents 

CECOM --PEOC3T -- PEO·ElS--PEOIEW&S--CERDEC 



Objectives 

• Determine R2's process for setting 
customer reimbursable rates. 

• Evaluate R2's accounting of incoming 
funds and operating expenses. 

CECOM -- PEO elT -- PEO·EIS --PEO IEW&S--CERDEC 
CYCLE MANAGEMENT 



Results - Objective One 

• Determine R2's process for setting 
customer reimbursable rates. 

-- In FY 2007 R2 began charging 
customers a 0.5% reimbursable rate. 

-- DCSRM reviewed and approved use of 
the 0.50/0 reimbursable rate. 

-- R2 is in compliance with current 
CECOM LCMC SOP/Guidance 

CECOM -- PEa C3T -- PEO·E1S --PEa lEW&S--CEROEC 
Page 6 of 



Results - Objective Two 
, 

• Evaluate R2's accounting of incoming 
funds and operating expenses. 

-- The R2 Project Office is properly 
accounting for all incoming funds and 
operating expenses. 

-- Sample Items 

CECOM -- PEO C3T -- PEO·EIS -- PEO IEW&S--CERDEC 
CYCLE MANAGEMENT 



Recommendations 

• Recommendation One- Obtain 
DCSRM Approval in Writing for R2's 
Customer Reimbursable Rate. 

• Recommendation Two - Obtain 
CECOM LCMC Legal Opinion to 
Support R2's Use of Percentage Rate. 

CECOM -- PEO C3T -- PEO·EIS -- PEO IEW&S--CERDEC 
page 8 of 
, i 



Recommendations (Continued) 

• Recommendation Three - Obtain 
CECOM LCMC Legal opinion on the 
amount of funds R2 can carryover from 
FY to FY. 

• Recommendation Four- Consider 
discontinuing the SEC R2 fee model 
study. 

CECOM -- PEO C3T -- PEO·EIS -- PEO IEW&S--CERDEC 
CYCLE MANAGEMENT 



Milestones 

• Entrance Conference: January 2008 
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• Draft Report for Discussion: March 2008 

• Final Report: April 2008 
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Executive Summary 
Audit Report A-2009-0047-ALC 

23 February 2009 

Flat Fees for Contracting and Contract Management Services 

At the .request of the Under Secretary of the Army, we interviewed key reSOUIce management and acquisition personnel and 
reviewed selected A1.TIl)' acquisition ptans, databases. and memorandums of agreement to detennine whether any Army 
activities charged a flat fee for contracting or contract management se.rvices \.vithout specific authority to do so, TIle Under 
Secretary's request followed an Office of General Counsel decision that the HRsolutions Program Office (HRsPO) 
inappropriately charged a flat fee to its .customers in violation of the Economy Act_ The Economy Act authorizes Federal 
agencies to charge a fee equal to the actual cos~s associated with providing, services to other Federal agencies. Once the 
services are completed, any excess funds collected by the selvicing agency must be returned to tile requesting agency. "Dlt 
Office of General Counsel found the fees charged by the HRsPO weren't-dITecrly associated v;>ith actual costs. 

We couldn't identify any Anny activities, besides the HRsPO, that charged a flat fee for contracting and contract 
management services without prope.r autbority. \"'Ife did identify management controls in the Army Federal Acquisition 
Regulation Supplement, Subpart 5137.590 (Army Management and Oversight of the Acquisition ofSen,-kes) which should 
make sure future acquisitions of services are sound and prevent charging flat fees. Specifically, this guidance established the 
Army Service Strategy Panel. This panel revie\vs and approves acquisition plans wh.ich should desc:r:i,?e how the activity is to 
be funded and disclose any pl.ans to charge fees-flat or otherwise-for service, 

To id~ntify Army activities potentially charging a flat fee. for service, we: 

Conducted interviews with key personnel from the OfEices of the Assistant Secretaries of the Ar.my (Acquisition, 
Logistics and Technology) and (Financial Management and Comptroller) and the Assistant Chief of Staff for 
Installation Management; U.S. AnTIy Installation Management Cornrrutnd; U.S, Army Materiel Command; U.S, Army 
Contracting Command; and U.S. Anny Cmps of Engineers. 

• Obtained and reviewed 1vIilitary Interdepartmental Purchase Requests (MTPRs) from the Operational Data Store for 
FY 06 and FY 07. Our review showed tllls data was incomplete. Consequently, because data fields identifying 
individual activities weren't populated and MIPRs lost their identity following acceptance by the receiving activity, 
these queries weren't useful in our search. 

Reviewed selected h1:emor-andums of .Agreement between Army and non-~-\rmy activities. However, since most of 
these agteements are approved and maintained at the lnsta1lation level, we were unable to obtain a representative 
sample, 

• Conducted Internet keyword searches. \-Ve found a 2003 Treasury Department list of Governmentwide Acquisition 
Contracts and Multi-Agency Contracts that listed flat fees charged by various Federal agencies, Of the four Army 
activities on the list, two were no longer in operation. The list also included the ,HRsPO, which has already been 
identified, and U.S, iumy CECOTvf Life Cycle tvIanagement Command's Rapid Response Pr0gram Office, 

We found dle Rapid Response Project Office charges a flat fee for its contracting sen'ices mnch the same as HRsPO. 
However, unlike HRsPO, the office periodically adjusts the rate it charges to reflect annual costs and returns e..-.;:cess 
amounts collected back to its customers_.At the time we completed our fieldwork, COMSEC Life Cycle Management 
Command's Internal Review Office had an ongoing re'V;ew of tile Rapid Response Project Office, The Internal Review staff 
expbin,ed the scope of their review included the propriety of fees ch'il.rged by the project office and their report would 
address their fmdings and recommendations. Therefore, we didn't include 'a detailed review of Rapid Response Project 
Office operations and fees as pan of our audit. Because we couldn't identify Army activities, other than HRsPO, d1at 
charged a flat fee for services, and we believe the .Anny Federal Acguisition Regulation Supplement, Subpart 5137.590 
controls should prevent organizations from gaining approval for the acquisition of services involving flat fees, we didn't 
make any recommendations in the report. . 

This report conmins no recommendations, On 14 October 2008, Headquarters, DA and cOmrrul.nd personnel agreed 'W;,th 
the facts and conclusions in the report ,and that agreement established the A.nny's official position, 



Under Secretary of tbe Army 

DEPARTMENT OF THE ARMY 
U.S. ARMY AUDIT AGENCY 

OFFICE OF THE AUDITOR GENERAL 
3101 PARK CENTER DRIVE 

ALEXANDRIA, VA 22.302·1596 

23 February 2009 

This is our r'eport on tbe audit of Flat Fees for Contracting and Contract 
Management Services. At your request, we interviewed key resOurce management and 

. acquisition personnel and reviewed selected Army acquisition plans, databases, and 
memorandums of understanding to determine whetber any Army activities charged a 
flat fee for contracting or contract management services witbout specific authority to 
do so. 

We conducted this performance audit in accordance witb generally accepted 
government auditing standards. 

There are no recommendations in this report. On 14 October 2008, Headquarters, 
DA and command personnel agreed with the facts and conclusions in tbe report, and 
that agreement established tbe Army's official position, 

For additional information about tbis report, contact tbe Contract Audits Division at 
703·681·4929, 

I appreciate the courtesies and cooperation extended to us during tbe audit. 
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HRsolutions Program Office 
Information Technology, Electronic Commerce, and 

Commercial Contracting Center 
Military Interdepartmental Purchase Request· 
Memorandum of Agreement 
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I WHAT WE AUDITED I 

INTRODUCTION 

The Under Secretary of the Army requested we determine 
whether any Army activities charged a flat fee for contracting and 
contract management services without specific authority to do so. 
The Under Secretary's request followed an Office of General 
Counsel decision that the HRsolutions Program 0 ffice (HRsPO) 
inappropriately charged a flat fee to its customers in violation of 
the Economy Act (31 U.S.c. section 1535). The Economy Act 
authorizes Federal agencies to charge a fee equal to the actual 
costs associated with providing services to other Federal agencies. 
Once the services are completed, any excess funds collected by 
the servicing agency must be returned to the requesting agency, 
The Office of General Counsel concluded the fees charged hy 
HRsPO weren't clitectly associated with actual costs. 

To identify Army activities potentially chatging a flat fee for 
service, .we interviewed key personnel from the: 

• Office of the Assistant Secretary of the Army (Acquisition, 
Logistics and Technology) (ASA (AD)). 

• Office of the Assistant Secretary of the Army (Financial 
Management and Comptroller) (ASA (FM&C). 

Office of the Assistant Chief of Staff for Installation 
Management. 

U.S. Army Installation Management Command. 

Headquarters, U.S. Army Materiel Command CAMC), G-B. 

u.s. Army Contracting Command. 

Headquatters, U.S. Army Corps of Engineers. 

We also: 

• Reviewed applicable guidance and regulations to determine 
the autho.r:iries for and restrictions against charging a fee for 
contracting services. 
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• Discussed fees for service structures with Anny organi­
zations that are authorized to charge a fee, such as the Corps 
of Engineers. 

• Reviewed selected Memorandums of Agreement (MOAs) 
and Military Interdepartmental Purchase Requests (MIPRs) 
to identify fee for service agreements. 

• Performed Internet keyword searches. 

I BACKGROUND I HRsPO is an initiative within the Office of the Deputy Under 
1.,. ___________ ...... Secretary of the Army for Business Transfonnation. In 2004, 

HRsPO was created to streamline the acquisition of human 
resource services, through a competitive, efficient, standardized, 
and well-managed process that emphasizes accountability and 
perfonnance. Additionally, HRsPO acts as a liaison between 
customers and service providers to build contractor and vendor 
relationships to better accomplish the Army's human resource 
and readiness management missions. 

HRsPO is organized to provide contract administration and 
management services for Army, DOD, and other Federal 
agencies' human resource requirements through four functional 
areas: 

• Personnel services and support. 

Studies and analysis. 

• Recruitment and retention. 

• Administration support 

In accordance with the Economy Act, government organizations 
and activities may charge a fee for services provided that the fee 
is equal to the actual cost to perform the servi.ces and any excess 
fees must be returned to the customer. HRsPO charges a flat 
2 percent administration fee to all its customers to recover 
operating costs. However, the actual costs associated with sup­
porting individual customers aren't reconciled to the amount of 
fees collected from the same customers, Consequently, fees 
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charged could well exceed the actual cost to perform a specific 
service for a specific customer. As the Office of General Counsel 
opined, since HRsPO didn't rerum excess fees to its customers, it 
was in violation 0 f the Economy Act. 
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FLAT FEES FOR CONTRACTING SERVICES 

I OBJECTIVE I Did any Anny activities charge a flat fee for contracting and 
1", . .....;..;:. __________ ...... _ contract management services without proper authority? 

I CONCLUSION I Possibly. Other than HRsPO, we couldn't identify any Army 
1,.. _.....; _________ --1_ activities that charged a flat fee for contracting and contract 

management services without proper authority. We did find two 
additional activities that charged customers a flat fee for service. 
One-the Computer Hardware, Enterprise Software and 
Solutions (CHESS)--did so under DOD direction. The other­
the Rapid Response Project 0 ffice-was returning excess 
amounts to customers. Although we performed extensive 
research, DOD systems and records didn't provide full visibility 
over customer and service provider financial relationships. 
Therefore, it is impossible to be absolutely sure that other 
activities aren't charging flat fees for service. 

We did identify management controls in the Army Federal 
Acquisition Regulation Supplement, Subpart 5137.590 (Anny 
Management and Oversight of the Acquisition of Services) that 
should prevent organizations from charging flat fees and make 
sure they obtain approval before the acquisition of services in the 
future. Specifically, this guidance established the Army Service 
Strategy Panel (ASSP). 'Ibis panel reviews and approves acqui­
sition plans which should describe how the activity is to be 
funded and disclose any plans to charge fees-flat or otherwise­
for service. 

At the time we completed oui 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 Program Office. The Internal Review staff 
explained their audit scope included the propriety of fees charged 
by the program office and said their report would address any 
findings and recommendations related to program expenses and 
fees. Accordingly, we don't address the propriety of the Rapid 
Response Program Office's fee structure in this report. 
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Our detailed discussion of these conditions begins on page 7. 
Because our results are positive, we didn't make any recommen­
dations. However, during the period from October 2008 through 
January 2009, Headquarters, DA and Command personnel 
included in the audit provided informal comments agreeing with 
the facts and conclusions included in th.e report and that 
agreement established the Army's official position. 

I BACKGROUND I Authorities, guidance, and restrictions for activities charging a fee 
'-. ,;,;......; _________ ..... for contracting related services are provided by: 

Economy Act 

• Title 31 U.S.c. section 1535 - The Economy Act of 1932, 
and Section 501 - Franchise Fund Pilot ProgranL 

• Government Management Reform Act of 1994. 

• Federal Acquisition Regulation, Subpart 17.5 (Interagency 
Acquisition Under the Econortiy Act) and the related Army 
(Subpart 5117.78) and DOD (Subpart 217.5) supplements. 

• DOD Financial Management Regulation, Volume llA, 
Chapter 3, Economy Act Orders and Volume l1A, Chapter 
18, Non-Economy Act Orders. 

• DOD Instruction 4000.19 (Inter-service and Intra­
governmental Support), 9 August 1995. 

• Army Federal Acquisition Regulation Supplement, Part 
5137.590 (Army Management and Oversight of the 
Acquisition of Services). 

• Non-Economy Act Orders -16 Octobet 2005 
Memorandum. 

Title 31 U.S.c. section 1535 - The Economy Act of1932 and 
Federal Acquisition Regulation, Subpart 17.5 authorize Federal 
agencies to use interagency and intra-agency acquisition vehides 
to charge a fee equal to the actual costs associated with providing 
a service. The servicing agency is required to retw:n any excess 
funds to the requesting agency once the services are provided and 
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Franchise Funds 

the expenses reconciled. Interagency acquisitions to which the 
Economy Act doesn't apply include: 

• Acquisitions from required or operational sources of 
supplies such as Federal Supply Schedule contracts, which 
have separate statutory authority. 

• Acquisitions using Governmentwide Acquisition Contracts. 

Public Law 103-356, Title IV, section 403 authorized the estab­
lishment of a franchise fund to provide common administrative 
support services not included in the original mission of agencies. 
However, ·before commencing operations, franchise funds must 
fIrst be approved by the Director of the Office of Management 
and Budget. On 13 October 1994, the Director authorized six 
Federalagencies to operate Franchise Funds: the Environmental 
Protection Agency, and the Departments of Commerce, Veterans 
Affairs, Health and Human Services, the Interior, and the 
Treasury. 

Federal agencies operating Franchise Funds are authorized to 
retam amounts in excess of actual costs of services but not more 
than 4 percent of the total Franchise Fund. Any funds in excess 
of the 4 percent limit are transferred to the Treasury. As of 
4 August 2008, no DOD activities had been granted authority to 
operate a franchise fund. 

I '-_D_I_S_C_D_S_S_I_O_N ______ .... I In this section, we discuss these five ateas: 

Army Fee for Service Activities. 

Anny Service Strategy Panel. 

• U.S. Army Contracting Command Data Call Review . 

• Military Interdepartmental Purchase Requests and 
Memorandums of Agreement. 

U.S. Anny Corps of Engineers Authority. 
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Army Fee for Service 
Activities 

At least two additional activities, besides HRsPO, charged 
customers a flit fee for service. However, one of those activities, 
CHESS, did so under DOD dll:ection. The other, the Rapid 
Response Project Office, appeared to return excess amounts to 
customers. 

To identify Army activities potentially charging a flat fee for 
service, we conducted a series of keyword Internet searches. 
We found a list of Govemmentwide Acquisition Contracts and 
Multi-Agency Contracts on the Department of the Treasury's 
Web site dated April 2003 that identified Federal organizations 
with Blinket Purchase Agreements and Indefinite Delivery / 
Indefinite Quantiry contracts that charge a flat fee for contracting 
SErvIces. 

The Treasury's list identifiecl four Army activities poteotially 
charging a flat fee for service: 

• The Army Small Computer Program which became CHESS. 

• The Army Desktop and Mobile Computing Activity which 
is currently managed under CHESS. 

• Human Resources XXI which converted to HRsPO in 2004 
and is currently in operation. The Office of General Counsel 
identified this activity as inappropriately charging a flat fee. 

• The Rapid Response Project Office which is =relltly in 
. operadon and structured similarly to HRsPO. The CECOM 
Internal Review is independently reviewing this project 
office's fee structui:e. 

According to the Federal Acquisition Reguilltioll, Part 2, a 
Governmentwide Acquisition Contract is a task-order or 
delivery-order contract for information technology established hy 
one agency for govemmentwide use. The Governmentwide 
Acquisition Contract is operated hy an Executive Agentdesig-. 
nated by the Office of Management and Budget. Similarly, a 
Multi-Agency Contract is a task-order or delivery-order contract 
established by one ageocy for use by government agencies to 
obtain supplies and services, consistent with the Economy Act. 
The Treasury Department's list doesn't identify which activities 
are Governmentwide Acquisition Contracts and which are 
Multi-Agency Contracts. Thus, we reviewed all Army activities 



CHESS 

Rapid Response Project 
Oflice 

charging a flat fee, regardless of whether the Economy Act 
applies to their operation, 

CHESS operates under the Program Executive Officer, Enter­
prise Information Systems. Tne Army appointed CHESS as its 
Software Product Manager under the DOD Enterprise Software 
Initiative, and they are responsible for managing Army Enterprise 
Software Agreements, CHESS' mission is to support all Army 
customers' commercial information technology requirements, 
Many of the contracts under the CHESS program are for hard­
ware and services and are in the form of Indefinite Delivery / 
Indefinite Quantity contracts, with no usage fee, The remaining 
contracts are Blanket Purchase Agreements under the DOD 
Enterprise Software Initiative, All customers using these Blanket 
Purchase Agreement contracts are charged a flat 2 percent 
Acquisition, Contracting, and Technical fee, which is included in 
the price. The majority of these agreements are with vendors 
from the General Servi.ces Administration Federal Supply 
Schedule, The DOD Enterprise Software Implementation Plan, 
dated 17 February 2000, authorizes the DOD Enterprise 
Software Initiative Steering Group to establish a fee structure to 
reimburse contract management costs, 

Because the Acquisition, Contracting, and Technical fee is man­
dated by the DOD Enterprise Software Initiative, we believe the 
CHESS program had proper authority to charge its customers a 
fee for using the Blanket Purchase Agreement contracts, 

The Rapid Response Project Office is a full-service, multi­
disciplined project office and is the proponent for and manager 
of a multi-award task order contract that consists of eight 
Indefinite Delivery /Indefinite Quantity contracts. Some of the 
task areas the contracts support are: 

• Research and development, 

• Logistics support: 

• Acquisition support. 

Test and evaluation, 
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ASSP 

• Reverse engineering. 

• Training. 

The Rapid Response Project Office is structured similarly to 
HRsPO in that it is staffed v;>ith a mixture of government and 
contracted employees. A 1 percent flat fee is charged to all 
customers and is used to sustain the entire project office, 
including the intemal support contract and the government 
employee salaries. The office provides fullcservice support, 
including preparation of solicitation documents, task order close­
out, contracting officers representative support, and post award 
administration. However, since the office isn't staffed with a 
certified contracting officer, contracts and task orders are 
fottnally executed by the CECOM Acquisition Center. 

We found the Rapid Response Project Office charges a flat fee 
for its contracring services much the same as HRsPO. However, 
unlike HRsPO, the office periodic:illy adjusts the rate it charges 
to reflect annual costs and returns excess amounts collected back 
to its customers. 

At the time we completed audit fieldwork in August 2008, the 
CECOM Internal Review Office had an ongoing audit of the 
Rapid Response Program Office. The Internal Review staff 
explained their audit scope included the propriety of fees charged 
by the program office and their report would address their find­
ings and recommendations. Accordingly, we didn't address this in 
the report or reach any conclusions on the propriety of the fee 
amounts charged, managed, and retained by the Rapid Response 
Project Office. 

fumy Federal Acquisition Regulation Supplement, Subpart 
5137.590 (Attny Management and Oversight of the Acquisitio;'· 
of Services) provides management controls wrJch should make 
sure future acquisitions of services are sound. Specificany, the 
Army Supplement establishes the ASSP and sets a review thresh­
old for acquisition strategies based on the total dollar value of the 
acquisition, unless the Under Secretmy of Defense (Acquisition, 
Technology and Logistics) or ,ASi\ (.AL1.; designates the acquisi­
tion as a Special Interest Category procurement. Acquisition 
plans must be approved before the ASSP issues the solicitation. 
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The ASSP chairperson is the Deputy Assistant Secretary of the 
Army (procurement) (DASA (P)), who designates the ASSP 
membership based on the unique requirements of the acquisition. 
Annex B contains the Army Federal Acquisition Regulation 
Supplement table outlining tbe review tbresholds and decision 
autborities. 

According to tbe Army Federal Acquisition Regulation Supple­
ment, the acquisition strategy contentmust address tbe following 
eight topics: 

Requirements. 

• Risk management. 

• Competition. 

• Implications. 

• Business arrangements. 

• Multiyear contracts. 

• Leases. 

• Metrics. 

ASSPs assess Lf:te requirements, risks, and legal aspects of the 
acquisition strategy to determine if it is advantageous to tbe Army 
to acquire the service. The funding methods and total estimated 
dollar value of tbe procurement, including options, are typically 
described in tbe Business Arrangemen ts section of an acquisition 
strategy. Acquisition strategies also address tbe contract structure, 
such as single contract or multiple-award contract, and contract 
types and pricing arrangements, such as fixed-price or cost­
reimbursement contracts. 

A representative from the 0 ffice 0 f ASA (AL 1') provided us a 
spreadsheet list of all acquisition plans reviewed by the DASA (P) 
ASSP from October 2004 to July 2008. We reviewed the spread­
sheet, which identified 26 acquisition strategies, in an attempt to 
identify Army activities charging a flat fee for contracting 
services. Each of the Army acquisition strategies on tbe Jist 
provides services valued in excess of $500 million to botb Army 
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Human Resouree XXI ASSP 
Review 

and non-Army organizations, We found both the Human 
Resource XXI Program Office and the Rapid Response Project 
Office on the DAS.A (P) ASSP spreadsheet. 

The ASSP spreadsheet didn't specifically identify whether any of 
the activities charged a flat fee. Rather it provided only the 
activity name, customer, contracting office, acquisition dollar 
value, and point of contact information: We reviewed each 
activity's Web site to determine if any fee information was· 
available. In addition to the Web site review, we also reviewed 
four acquisition strategies from randomly selected activities: 

• Intel Support Service. 

• Universal Services Contract 05. 

• U.S. Army Intelligence and Security C011lfrulnd's Interpreter 
and Translator Management Services. 

• War Fighter Field Operations CustomerSupport. 

Of the 26 activities we reviewed, only the HRsPO and the Rapid 
Response Project Office were identified as chatging a flat fee for 
contractiog related services. 

The DASA (P) approved the Human Resources XXI acquisition 
plan in 2003. We reviewed the plan and found it was authorized 
under the 2002 Army realignment plan to convert to a reimburs­
able contractor supported organization. The plan explains that a 
flat fee will be charged to all customers to support operational 
costs. It continues, statiog the Human Resources XXI Office is in 
compliance with the DOD Financial Management Regulation 
guidance requiring organizations to break even £inanciJJ.lly at the 
end of each fiscal year. 

We obtained a copy of the issues discussed during the ASSP 
review of the Human Resources XXI acquisition plan and found 
no mention of the flat fee structure; however, several other con­
cerns were discussed including the need to determine: 

• The suitability of a Time & Materials contract and consider a 
Fixed-Price contract. 
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U.S. Army Contracting 
Command Data Can 
Review 

• Whether adequate market research was performed and if it 
supports the contention that these services are unique and 
not provided through another source, such as the General 
Services Administration Federal Supply Schedule, 

The extent of subcontracting and the criteria to evaluate the 
offeror's approach to subcontracting, 

• The metcics to define the success of the overall effort and 
individual task orders. 

The flat fee for contracting services wasn't included in the issue 
discussion document because the acquisition plan stated the 
Human Resources XXI Office is authorized to charge a fee and 

, was in compliance with DOD reguhtions. In addition, the office 
had a Certified Public Accountant perform an audit in FY 02, 
which included a review of financial transactions for FY 00 and 
FY 01. It determined the activity was in compliance with DOD 
financial regulations, 

Accordingly, although the flat fee charged by Human Resources 
XXI and its successor HRsPO organization was well known, we 
found no evidence of its being brough t under question before the 
recently raised Office of General Counsel Concerns that 
prompted our review. 

To assist us in identifying any AMC or legacy Army Contracting 
Agency offices that might have charged a flat fee for service, 
Anny Contracting Command issued a data call to all of its 
Principal Assistants Responsible for Contracting. We reviewed 
the responses from the data call and found that the Anny didn't 
direct any AMC activities to charge a flat fee for contracting 
services, However, the Information Technology, Electronic 
Commerce, and Commercial Contracting Center (TTEC4) 
responded that it awarded the Blanket Purchase Agreements for 
the CHESS DOD Enterprise Software Initiative, which includes 
the DOD-directed ACT Fee. 

As previously discussed, the DOD Enterprise Software Initiative 
Working Group determined the fee associated with the CHESS 
Blanket Purchase Agreements. ITEC4 doesn't receive any 
proceeds from this fee. Rather CHESS receives the fee for 
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MIPRs and MOAs 

maintaining the Blanket Purchase Agreement. Because the 
amounts and procedures fO! collecting and managing the 
Acquisition, Contracting, and Technical Fee are determined at the 
DOD level we didn't consider them to be within the scope of our 
reView. 

We reviewed selected MIPR transactions from the Defense 
Finance and Accounting Service's Operational Data Store to 
determine whether it indicated the possible charging of a flat fee 
fO! conttacting-related services. We limited our review to FY 06 
and FY 07 transactions and planned to sort the data by the 
activity with the highest number of MIPR transactions from out­
side the Army. Unfortunately, two key Operational Data Store 
fields-the DOD Accounting Address Code and the Customer 
Identification Number-weren't populated. We then attempted 
to identify Army activities using the Unit Identification Code. 
However, the activity name descriptions associated with· the Unit 

. Identification Codes were too vague to identify a specific unit or 
organization. Also, some codes had multiple DOD Accounting 
Address Codes, thus making it impossible to match the MIPR 
transactions to d1e appropriate address. Ultimately, we discontin­
ued this approach for identifying indicators of potential activities 
charging a flat fee for contracting or contract management 
services. 

We also reviewed selected MOAs to identify Army activities that 
. may have inappropriately charged a flat fee for contracting 
services. We began our review by searching government Web 
sites to obtain published MOAs and found three examples: one 
from the General Services Administration and two from the 
Corps of Engineers. These agreements contained details about 
the services to be provided and the payment in the form of an 
Economy Act reimbursable order. In compliance with the . 
Economy Act, the MOAs state the servicing activity will deter­
mine the actual costs within 90 days of completing the work. Any 
excess funds will be returned to the requesting activity. 

To determine the best way to obtain and review MOAs, we 
consulted with resource management and acquisition personnel 
from the Office of the Assistant Chief of Staff for Installation 
Management and Installation Management Command. They 
informed us that, due to the large volume of MOAs, most are 
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U.S. Army Corps of 
Engineers Authority 

approved and maintained at the installation level. Since most 
agreements are for local services and Installation Management 
Command's installations are better staffed to approve and main­
tain the MOAs, review and approval responsibilities remain at the 
installation. Given the volume and geographic dispersion of 
MOA documentation, we found it to be time and resource 
prohibitive for uS to review individual installation MOAs. How­
ever, both the Office of the Assistant Chief of Staff for Installa­
tion Management and Installation Management Command 
stressed that they were unaware of any MOAs that provided for 
the charging of a flat fee for service in violation of the Economy 
Act. 

To better understand policies, procedures, and controls pertain­
ing to MOAs on AMC installations, we met with a representative 
from Headquarters, AMC; G-S. We found that AMC MOAs are 
also maintained at the installati.on level since a majotity of the 
agreements are for local services. However, in accordance with a 
2000 AMC Headquarters policy memorandum, all MOAs 
between an AMC organization and a non-AMC organization are 
reviewed and approved at the Headquarters G-8 leveL Since then, 
the AM:C G-8 hasn't identified any flat fees for service 
arrangements. 

We met with Headquarters, U.S. Army Corps of Engineers 
representatives to determine whether they had specific statutory 
or regulatory allthority to charge a fixed fee for contracted 
services. They cited 10 U.s.c. section 2205 on Reimbursements, 
dated 3 January 2007, as the authority to charge a fixed rate for 
contracted services. It states .that DOD organizations are author­
ized reimbursement of the costs of providing planning, super­
vision, administrative, or overhead services incident to any 
construction, maintenance, or repair project ro real properry or 
for providing facility services. The Corps charges a flat super­
vision and administration fee to recoup these costs in each class 
or group of projects instead of an individual fee for each project. 
Thus, the actual supervision and administration CDsts will not 
necessarily match the actual costs of the work performed on each 
project. 

The flat supervision and administration rate was established "in 
1963 and updated periodically, with the most recent change in 
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April 2008. The Corps' regulatory authority doesn't require it to 
periodically monitor the actual usage and support cost to deter­
mine if these fees are appropriate. 

SUMMARY I As previously discussed, our review identified only three activities 
1,..,;..;,, ___________ ..1. charging a flat fee for contracting relared services. 

HRsPO . 

• CHESS. 

• Rapid Response Project Office. 

Nonetheless, because DOD-level systems and records dido't 
provide full visibility over customer and service provider financial 
relationships, it is impossible to be absolutely sure that other 
activities aren't charging flat fees for service. However, we believe 
the management controls in the Army Federal Acquisition 
Regulation Supplement; Subpart 5137.590 (Army Management 
and Oversight of the Acquisition of Services) should make sure 
futu:t:e acquisitions of services are sound and prevent the charging 
of flat fees. 
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ANNEXA 

GENERAL AUDIT INFORMATION 

.,.·-S-C-O-P-E-AN--D------""' We conducted the audit from May through October 2008 under 

METHODOLOGY project A-2008-ALC-0591.000at the: 

• Office of the Assistant Secretary of the Army (Acquisition, 
Logistics and Technology). 

Office of the Assistant Secretary of the Army (Financial 
Management and Comptroller). 

Office of the Assistant Chief of Staff for InstaUation 
Management. 

• Headquarters, U.S. Army Corps of Engineers. 

U.S. Army Installation Management Command. 

Headquarters, U.S. Army Materiel Command, G-8. 

• U.S. Army Contracting Command. 

We conducted this performance audit in accordance with gener­
ally accepted government anditing standards. Those standards 
require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our find­
ing and conclusion based on our audit objective. We believe that 
d,e evidence obtained provides a reasonable basis for our finding 
and conclusion based on our audit 0 bjecuve. 

We used computer-generated data during this audit, but we didn't 
use it to form our conclusions. Hence, we aren't required to test 
the reliability of the data. 

To identify Army activities charging a flat fee for contracting or 
contract management services without proper authority, we 
established and answered one objective. We: 

• Interviewed personnel in the Office of the ASA (ALT) and 
. Army Contracting Command to discuss the ASSP, Principal 

Assistant Responsible for Contracting data call, and current 
policy and regulations. 
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ANNEXA 

• Interviewed personnel in the Office of the ASA (FM&C) to 
discuss reviewing MIPR transactions as a way to identify 
Army activities Charging a fiat fee for services. 

Interviewed personnel from Headquarters, U.S. Army Corps 
of Engineers to detem::rine their authority to charge a fiat fee 
for contracting services. 

• Interviewed personnel from Headquarters AMC, G-8; the 
Office of the Assistant Chief of Staff for Installation Man­
agement; and Installation Management Command to deter­
mine if MOAs and Interagency Service Agreements would 
help identify Army activities charging a flat fee for services. 

Reviewed: 

o Federal Acquisition Regulation, Subpart 17.5 (Inter­
agency Acquisitions Under the Economy Act). 

o Army Federal Acquisition Regulation Supplement, Part 
5137.590 (Army Management and Oversight of the 
Acquisition of Services). 

o DOD Instruction 4000.19 (lnter-service and Intra­
governmental Support), 9 August 1995. 

o DOD Financial Management Regulation, Volume 11A, 
Chapter 3, Economy Act Orders and Volume 11A, 
Chapter 18, Non-Economy Act Orders. 

o Title 31 U.S.c. section 1535 - The Economy Act of 
1932", and Section 501 - Franchise Fund Pilot Program. 

o Government Management Reform Act of 1994. 

o Non-Economy Act Orders - 16 October 2006 
Memorandum. 

Analyzed data from the Operational Data Store to use 
MIPRs to identify Army activities charging a flat fee for 
services . 

• Conducted Int=et keyword searches to identify any Army 
activities charging a flat fee for contracting services. 
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ANNEXA 

• Coordinated 'With the: 

, Deputy Director for the Computer Hardware Enter­
prise Software Solutions. 

, Internal Review Office at Fort Monmouth for informa­
tion pertaining to its review at the Rllpid Response 
Program 0 ffice. 

I RESPONSIBILITIES I The Office of the Assistant Secretary of the Army (Acquisition, 
1,.. ___________ ..... Logistics and Technology) is responsible for effectively and 

efficiently developing, acquiring, fielding, and sustaining materiel 
by leveraging domestic, organic, commercial, and foreign tech­
nologies and capabilities to meet the Army's current and future 
mission requirements. The office's vision isto equip and sustain 
the world's most capable, powerful, and respected Army. 

The Office of the Assistant Secretary of the Anny (Financial 
Management and Comptroller) is responsible for formulating, 
submitting, and defending the Anny budget. During bndget 
execution tl1e office oversees the use of appropriated resources to 
accomplish the Army's assigned missions. The office provides 
transparent reporting to Congress and the American public on 
the use of assigned resources and the achievement of established 
performance objectives, including reporting on the effectiveness 
of management controls. It also provides timely, accurate, and 
reliable financial information to enable commanders and man­
agers at all levels to incorporate cost considerations into decision­
making. The office also manages and coordinates programs for 
the accession, training, and professional development of resource 
managers. 

The Office of the Assistant Chief of Staff for Installation 
Management is responsible for providing policy guidance and 
program management on all matters relating to overall manage­
ment and resourcing a f Army installations worldwide. The office 
ensures the availability of efficient, effective base services and 
facilities. 
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The Corps of Engineers' mission is to provide quality, responsive 

engineering services to the nation including: 

• Planniog, designing, building, and operating water resources 
and other civil works projects (Navigation, Flood Control, 
and Environmental Protection and Disaster Response). 

• Designing and managing the constrUction of military facili­
ties for all military departments and DOD agencies (Military 
Construction). 

• Providing design and construction management support for 
other Defense and Federal agencies (Interagency and Inter­
national Services). 

• Managing and executing research and development and real. 
estate programs in support of DOD infrastructure and 
operational requirements. . . 

Providing engineering services and capabilities, as a public 
service, across the full spectrum of operations - from peace 
to war - in support of'national interests. 

• Responding to national. emergencies in support of the 
Department of Homeland Security and other Federal 
agenaes. 

Additionally, the Commander, Corps of Engineers is designated 
as a Head of Contracting Activity and performs services for the 
Offices of .Assistant Secretaries of the Army (Acquisition, 
Logistics, and Technology), (Civil Works), and (Installations and 
Environmctlt). 

The Army activated Installation Management Command on 
24 October 2006 to consolidate and strengthen installation 
support services to Soldiers and cilell Families through the full 
authority of command. The new command replaced the former 
U.S. i\rmy Installation Management Agency, the former 
Community and Family Support Center, and the f01mer Army 
Environmental Center under a single command as a direct 
reporting unit. The command's responsibilities include: 

• Managing the Army's installations to support readiness and 
mission execution. 
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Providing equitable services and facilities . 

• Optimizing resources. 

Sustaining the environment. 

• Enhaneing the well-being of the military community. 

Army Materiel Command is responsible for providing superior 
technology, acquisition support, and logistics to ensure dominant 
land force capability for Soldiers, the United States, and our allies . 

. The Office of the Deputy Chief of Staff for Resource Manage­
ment, G-8 is responsible for leading management of AMC 
financial and manpower efforts. This office is responsible for 
approving MOAs between Army Materiel Command activities 
and Non-Army Materiel Command activities. 

U.S. Army Contractiog Command serves as Army Materiel 
Command's expert and advisor on procedures/policy governing 
weapon systems contracting and the acquisition life cycle. The 
command serves as the focal point for contracting/acquisition 
excellence. Army Contracting Command is also responsible for 
formulating contracting policy for the Office of the Secretary of 
Defense and the Office of the Assistant Secretary of the Army 
(Acquisition, Logistics and Technology) and serves as the Army 
representative on eight Defense Acquisition Regulation 
Committees. Command acts as the agent for the customer in 
identifying and resolving contracting and acquisition policy issues 
and serves as the Army member for the Joint Logistics 
Commander's Joint Group on Acquisition. 

These personnel contributed to the report: Joseph Bentz 
(program Director), George Sunderland (Audit Manager), David 
Petro (Auditor-in-Charge), Charnetta Harvey (Assistant Auditor­
in-Charge), Faith Pruett (Editor), and John Johnson (Auditor). 

We are sending copies of this report to the: 
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Assistant Secretary of the Army (Acquisition, Logistics 
and Technology) 

Assistant Secretary of the Army (financial Management 
and Comptroller) 

Commander, U.S. Army Materiel Command 

We will also make copies available to others upon request. 
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ANNEXB 

SUPPLEMENTAL INFORMATION 

Army Acquisition of Services Review Thresholds 
Category Estimated Value Decision Authority 

i 
Category I Acquisitions of services valued at $500 million Deputy Assistant Secretary of the 

or more . Armv !Procurement) 

Category II Acquisitions of services valued at $250 million Head of Contracting Activities, 
or more, but less than $500 million Program Executive Offices, and 

Direct Reporting Program Managers 

Category III Acquisitions of services valued at $10 million or Principal Assistants Responsible for 
more, but less than $250 million Contracting, Program Executive 

Offices, and Direct Reporting 
Program Managers 

Category IV Acquisitions of services valued at greater than Directorates of Contracting and 
the simplified acquisition threshold, but less Program Managers 

than $10 million 

Flat Fees for Contracting nnd Contmci: Management Services, (A-2D09...Q047 -ALe) 



Our Mission 

To serve America's Anny by providing objective and independent auditing services. These 
services help the Army make informed decisions~ resolve issues" use resources effectively and 
efficiently, and satisfy statutory and fiduciary responsibilities. . 

To Suggest Audits or Request Audit Support 

To suggest audits or request audit support, contact the Office of the Principal Deputy 
Auditor General at 703-681-9802 or send an e-mail to AAAAuditRequests@conus.anny.nill. 

Additional Copies 

We distribute each report in accordance with the requirements of Government Auditing 
Standards, GAO-07-731G,July 2007. 

To obtain additional copies of this report or other U.S. Anny Audit Agency reports, visit our 
Web site at https://www.aaa.anny.miL The site is available only to rnilitruy domains and the 
U.S. Government Accountability Office. Other activities may request copies of Agency 
reports by contacting our Audit Coordination and Followup Office at 703-614-9439 or 
sending an e-mail toAAALiaison@conm.army.mil. 
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Army Regulation 11-7 

Army Programs 
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Program 

Headquarters 
Department of the Army 
Washington, DC 
26 October 2007 

UNCLASSIFIED 



SUMMARY of CHANGE 
A.."R. 11-7 

Internal Review Program 

This major revision dated 26 October 2007--

o Includes new standards for internal review evaluators (chapters 3, 4, and S). 

o Makes administrative changes throughout. 



Headquarters 
Department of the Army 
Washington, DC 
26 October 2007 

By Order of the Secretary of the Army: 

GEORGE W. CASEY, JR. 
General, United States Army 

Chief of Staff 

Offic!al: 

~E~'M~ 
Administrative Assistant to the 

Secretary of the Army 

History-. This publication is a major 
revision. 

Summary. This regulation contains poli­
cies for establishing and operating an in­
ternal review activity within an Army 
organization. 

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

Proponent and exception authority . . 
The proponent of this regulation is the 
Assistant Secretary of the Army (Finan­
cial Management and Comptroller). The 
proponent has the authority to approve ex­
ceptions or waivers to this regulation that 
are conSlstent with controlling law and 
regulations. The proponent may delegate 
this approval authority, in writing, to a 
division chief within ,the proponent 

Army Programs 

Internal Review Program 

agency or its direct reporting unit or field 
operating agency, in the grade of colonel 
or the civilian equivalent Activities may 
request a waiver to this regulation by pro­
viding justification that includes a full 
analysis of the expected benefits and must 
include a fonnal review by the activity's 
senior legal officer. All waiver requests 
will be endorsed by the commander or 
senior leader of the requesting activity 
and forwarded through their higher head­
quarters to the policy proponent. Refer to 
AR 25-30 for specific guidance. 

Army management contro1 process. 
This regUlation contains management 'con­
trol provisions and identifies key manage­
ment controls that must be evaluated (see 
appendix B). 

Supplementation. Supplementation of 
this regulation and establishment of com­
mand and local fonns are prohibited With­
out prior approval from the Assistant 
Secretary of the Army (Financial Manage­
ment and Comptroller) (SAFM-FOI), 109 
Army_ Pentagon, Washington, DC 
203 1 (J..{)109. 

Suggested improvements. Users are 
invited to send comments and suggested 
improvements on DA Form 2028 (Recom­
mended Changes to Publications and 
Blank Fonns) directly to Office of Assist­
ant Secretary of the Anny (Financial 
Management and Comptroller) 
(SAFM-FOI), 109 Army Pentagon, 
Washington, DC 20310----0109. 

Committee Continuance Approval. 
The Department of the Auny Committee 

Contents (Listed by paragraph and page number) 
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Explanation of abbreviations and terms· 1-3, page 1 
Responsibilities· 1--4, page 1 

"This regulation supersedes AR 11-7, dated 15 June 2001, 
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'Army Regulation 1.1-7 

Effective 26 November 2007 

Management Officer concurs in the estab­
lishment and/or continuance of the COffi­

mittee(s) outlined herein, in accordance 
with AR 15-1, Committee Management 
The AR 15-1 requires the proponent to 
justifY establishing/continuing its eom­
mittee(s), coordinate draft pUblications, 
and coordinate changes in committee staM 

tus· with the Department of the Anny 
Committee Manageme'nt Office 
(SAAA-RP), Office of the Administrative 
Assistant, Resol.lrces and Program's 
Agency, 2511 Jefferson Davis Highway, 
Taylor Building, 13th Floor, Arlington, 
VA 22202-3926., Further, if it is deter­
mined that an established "group" identi­
fied within this regulation later takes on 
the characteristics of a committee, the 
proponent win follow' all AR 15~1 re:­
quirements for establishing and continuing 
the group as a committee. 

Distribution. This publication is availa­
ble in electronic media only and is in­
tended for command levelS C, D. and E 
for the Active Army, the Anny National 
GuardiAnny National Guard of the United 
States, and the U.S. Anny Reserve. 
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Chapter 1 
Introduction 

1-1. Purpose 
This regulation prescribes polices, roles, responsibilities, and standards of the Department of the.' Army (DA) internal 
Review (rR) Program. 

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

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

1-4. Responsibilities 
a. Tile Assistant Secretary of the Anny (Financial Management and Comptroller) (ASA (FM&C)) will­
(I) Maintain Headquarters Department of the Army (HQDA) Staff resp<msibility for the IR program. 
(2) Exercise this responsibility through the Deputy Assistant Secretary of the Army (Financial Operations), (DASA 

(FO)). 
b. The DA lR Director wilt---
(I) Be responsible to the DASA (FO) for management of the IR program. 
(2) Interpret Comptroller General of the United States and DOD policies as they relate to IR. 
(3) Develop IR policy and standards. 
(4) Develop. administer, and execute a comprehensive IR continuing professional training -program. 
(5) Ensure effective execution of IR programs at Army Commands (ACOMs). Anny Service Component Com­

mands (ASCCs), Direct Reporting Units (DRUs), Army StafT agencies, and other organizations where IR offices are 
established. 

(6) Provide guidance and assistance to organizations reporting to HQDA. 
(7) Advise commanders and activity headS On maintaining adequately staffed IR offices wi~ an appropriate grade 

structure. 
(8) Establish and select members to the Internal Review Steering Group in accordance with ,the IR steering group 

charter. 
c. Commanders at all levels, heads of HQDA activities, and U.S. property and fiscal officers (USPFOs) will­
(1) Establish and adequately resource an IR program as part of the command and control process. 
(2) Ensure the IR office's organizational alignment is as an independent office, which is located outside the typical 

staff structure, reporting directly to the commander, principal deputy commander; Of chief of staff of installation! 
garriso1'4 division, district, or separate activity. Ensure that state-level National Guard IR offices are organizationally 
aligned under and report to the USPFO, the independent Federa} official in each state, in accorda'nce with NGR 130-6. 

(3) Establish and maintain an effective followup program and provide liaison services to both internal and external 
audit orgaruzations such as the U.S. Anny Audit Agency (USAAA), Government Accountability Office (GAO); imd 
the United States Department of Defense Office of the Inspector General (DODIG); as preScribed in AR 36--2. 

(4) Adjudicate and resolve disagreements on IR report results and associated recomrnendation~ between IR, subordi­
nate commanders, and functional directors. 

(5) Provide, to the extent that resOUrces permit and in accordance with policies established by rnstallation Manage­
ment Command or other appropriate DA ~eadquarters> IR services to support tenant activities, whose organizational 
structure does not provide for IR capability. ' 

(6) Ensure IR evaluators are granted full and unrestricted access (consistent with their security level) to aU files, 
electronic and othervvise, needed in connection with a review, inquiry, or other IR service. 

(7) Ensure that assigned IR personnel complete professional training or equivalent training: taken to comply with 
continuing professional education (CPE) requirements prescnoed by this regulation. Where~ appropriate, have an 
additional -skill identifier (ASf) awarded to military evaluators. , 

(8) Ensure that Army special access programs (S.A.Ps) are adequately prioritized and consid~red in the command's 
IR program. At least one member of the IR staff should be cleared for access to the command's SAP. 

d. The IR Director/Chief will- ! 
(1) Serve as the commander's principal advisor to the commander on internal controls. I 
(2) Advise and assist the commander regarq.ing audit activity being conducted by USAAA, GAO, DODIG, and other 

external oversight organizations. 
(3) Direct, manage, and execute a full range of IR services prescribed in this regulation and consistent with the 

needs of their customers. ' 

(4) Establish and maintain a risk assessment file in accordance with paragraph 2-7 of tliis regulation. 
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(5) Develop annually a flexible IR review plan identifying areas most relevant to the command. The risk assessment 
file of paragraph 2-7 of this regulation should be used in developing the annual plan: 

(6) Elevate through the chain of command to the IR proponent results of reviews that have Arrnywide implications. 
(7) Submit semiannually reports to HQDA through each respective ACOM, ASCC, or DRUto HQDA. 
(8) Establish an internal quality control program in accordance with this regulation which evaluates the quality and 

level of service provided by the IR organization and subordinate IR elements. The internal quality control program will 
include fonnal annual self-evaluations and an external review not less than once every three years. Reviews will 
evaluate organization and staffing, program management, review planning, review process, audit compliance and 
liaison, and consulting and- other advisory services. Each review will also address the overalI effectiveness of IR 
elements, to include customer satisfaction and value added to the local command. Ensure subordinate IR offices receive 
an external review at least once every 3 years; any Anny IR. headquarters office, or other external professional audit 
organization may accomplish the external review. 

(9) Ensure IR services are delivered in accordance with­
(a) Chapter 3 through chapter 5 of this regulation. 
(b) DOD policies. 
(c) Comptroller General standards for internal control in the_ Federal Government. 
(d) Anny polices outlined in this regulation. 
(10) Provide technical advice, assistance, and consultation on internal controls to assessable unit managers within 

their organizations as necessary. 
(11) Evaluate! during the nonnal course of reviews, the effectiveness of internal controls, the adequacy of internal 

control evaluations and actions taken to correct material weaknesses. 
(12) Ensure proper career deveiopment, including professional training programs, of aU assigned IR personnel. 
(13) Ensure that weaknesses identified through internal reviews and internal and external audits are considered 

during preparation of the commander's annual assurance statement in accordance with AR 11-2. 
(14) Review, if aligned at the headquarters of a reporting organization, the organization's annual internal control 

assurance statement and provide the commander an assessment' of its thoroughness and validity. 
(15) Establish and maintain an audit reconunendation tracking system and an effective -followup system on both 

internal and external audit reports that support the USAAA audit followup program in accordance with AR 3~2. 
(16) Track and followup. within the tracking system established in paragraph (14), above, on recommendations of 

internal reviews. 
(17).Serve as the commander's principal official for liaison with internal and external audit organiz.ations (GAO, 

DODlG, USAAA), including-
(a) Assisting command, in coordination with HQDA elements, with assessing audit objectives, sites, milestOnes, and 

other infonnation on audits about to start or underway. 
(b) Arranging entrance conferences, discussions, and exit conferences with both internal and external audit organiza­

tions and the appropriate organization officials. 
(c) Providing administrative support to external audit organizations, when possible. 
(d) Ensuring accurate, adequate, responsive, and coordinated comments are provided to "draft" ~udit findings and 

recommendations. 

1-5. Staff relationships 
Internal review should be an integral part of the c'ommander's personal -staff and/or special staff management team 
along with The Inspector General and other special staff elements and should work closely to achieve a complementary 
effort. The IR Director should be aligned as both a personal and special staff officer. As a member of the 'commander's 
persona! staff, the IR Director will have direct access to the commander whenever reqUired. At other times, the IR 
Director ~1l function as a member of the special staff. 

1-6. Internal review concept 
a. The fundamental tenet of Army management philosophy is that commanders at all levels are responsible for the 

accomplishment of their missions and for effective stewardship of the resources provided to them' for mission 
accomplishment. Full responsibility is vested in commanders for compliance with laws, policies, procedures; achieving 
program objectives; and for the accuracy, propriety, legality, and reliability of their actions. In discharging their 
responslbility, commanders will rely on their IR capability and other facets of their internal control system to ensure 
the preservation and proper use of resources. 

b. Internal review reviews are based on stated objectives of the review and provide assurance or conclusions 
predicated on an evaluation against objective criteria, such as specific requirements or measures, or good business 
practices. IR reviews provide management and those charged with governance and responsibility to oversee or initiate 
corrective action an objective analysis that may: improve a program's perfonnance and operati'on, reduce costs, 
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facilitate decisio.runaking and contribute to public accountability. The IR revjews can also provide descriptive informa-
tion in response to review objectives to describe a process Of a condition. ' 

c. Services provided by IR will be-
(1) Review se'rvices. 
(2) Consulting and advisory services. 
(3) Liaison with internal and external audit organizations. 

(4) FoHowup_ 

Chapter 2 
The Internal Review Program 

2-1w Program objective 
a. Internal review is an independent, objective assurance, and consulting activity within the c,ommand designed to 

add value and improve the command'S operations. The objective of the Anny's IR program is to!provide commanders 
and their staffs with a full range of professional internal review services that are timely, support local decision makers, 
and ensure effective stewardship. -

b. Internal review is a primary too1 of the commander:' s system of command and controL 

2-2. Staffing 
a. lntemal review resourcing should be commensurate' with assigned responsibilities. ·Along With the annual plan. 

the inventory of assessable units established under the Army manager's Internal Control Program, identifies some of 
the potential workload of an IR organization and should be used to help identify manpower:, requirements. 

b. The IR staff will be primarily comprised of qualifi~ professional personnel. The grades: of personnel will be 
established and maintained in accordance with standard Anny civilian personnel position desbriptions. Temporary 
augmentation by military, civilian and/or contractor functional experts, under the supervision of tpe IR Director/Chief, 
is encouraged to meet special technical requirements of individual engagements. In e-x'ercising dis6retion to augment IR 
staffs under this paragraph, commanders will ensure compliance with this regulation. Where apprOpriate due to the type 
of work accomplished, IR staffs may include industrial engineers, computer analysts/specialists, management analysts, 
statisticians, or other such personnel with special skills. 

c. The National Guard will staff USPFO IR offices with competitive civilian employees to ensure an independent 
attitude and appearance is maintained and to fully comply with professional standards and this regulation. 

d. National Guard M-day and Anny Reserve troop program unit Soldiers should be qualified for the position 
assigned. They should also be encouraged to obtain the ASI or skill identifier (ST) established oy U.S. Anny Human 
Resource Command for military auditors. The Army's goal is to have all qualified military perSonnel identified with 
the AS! or SI. 

e. Contractor augmentation is authorized to technically augment or supplement the onboard IR staff. In these 
instances, the IR office will perform necessary contract oversight. 

2-3. Training 
a. Proper training of JR personnel is essential to maintain the skills and knowledge required to operate an effective 

fR program as required by this regulation. Commanders and IR Directors/Chiefs will ensure tqat each IR evaJuator 
maintains' proficiency through continuing education and training at 1evels prescribed in this regulation and GAO's 
guidance on generally accepted government auditing standards (GAGAS) requirements for ePE. 

b. The OASA (FM&C) is the functional proponent for the Career Program-II and will provid{f professional training 
guidelines and opportunities for all IR personnel. A principal source of training for lR personnel :will be from training 
programs identified and established by the DASA (FO); These programs are intended to provide unifonn lR training 
and expand individual qualifications to enable maximum utilization of professional resources~ 

2-4. Scope of work 
a. The scope of work perfonued by the IR office can encompass all aspects of management, in'ternal control, and aU 

programs, functions, transactions, records. systems and documents. Property cleared IR personnel shall be entitled to 
full and unrestricted aCcess to all personnel, facilities, records, reports, data bases (read only),! documents, or other 
information or material needed to accomplish announced review objectives. Only the commander may restrict IR 
personnel access to an area 'under his or her control and the reason will be documented in :the IR files, 

b. Internal review services will normally include performance of revi.ews, foUowup. audit liais'on, and consulting or 
advisory services. In detennining the type of service to be provided, the IR Director/Cruef should evaluate. ame-ng 
other considerations, how the information will be used and the time available for the work. . 

c. Engagements perfonned by the IR office and supporting documents will be considered part of the commandl 
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management deliberative process and therefore not releasable outside the command without the commander's approval 
or under a Freedom of Information Act (FOIA) request approved by the Judge Advocate General and the command's 
ForA officer. 

2-5. Policy relationships 
There are several audit and investigative organizations internal and external to the Anny whose operations impact 
command operations and with whom liaison and coordination is to be maintained. The most corum'only encountered 
organizations are-

a. Government Accountability Office. The GAO is an element of the legislative branch of the U.S. Government and 
performs audits, evaluations, and surveys of governmental organizations or functions as directed by the Congress. 

b. Department of Defense Office of the Inspector General. The DODIG may initiate, conduct, and supervis\? audits 
within the DOD as The Inspector General considers appropriate or which have been requested by the Secretary of 
Defense. 

c. u.s. Army Audit Agency. The USAAA is the DA's central internal audit organization'operating under The Auditor 
General of the Army. The USAAA furnishes audit services to all organizational levels and functions throughout the 
Army. . 

d. Department of the Anny inspector General. Th~ Office of The Inspector General and the U.S. Army 'Inspector 
General Agency provide the Secretary of the Army and the Chief of Staff, Anny with periodic reports on the 
diScipline, efficiency, 'economy, morale, training, and readiness throughout the Army_ The Office of The Inspector 
General and the U.S. Army Inspector General Agency provides DA with a continuing assessment of the command, 
operational, logistical, and administrative effectiveness of the Army. 

e. Criminal Investigation Division. The Criminal Investigation Command provides crime investigation support to 
AmlY commands and often works closely with USAAA and local IR offices. 

2--6. Guidance 
a, Commanders may use IR resources in any role consistent \Vith the concepts and policies contained in this 

regulation. In exercising this broad discretion, commanders should consider the foHowing: 
(1) Cyclic reviews of appropriated fund functions or activities will not be scheduled by rR offices in their annual 

'plans unless the command has a documented need warranting such a resource allocation. 
(2) The IR office should not be used to 'make regularly scheduled reviews of nonappropriated fund' instrumentalities 

(NAFI) having a cash basis, single entry system of accounts. NonnaUy, ,disinterested officers will review such funds. 
(3) The IR office should not be used to perform periodic or cyclic reviews of private organizations, for example, 

Type I-Federally Sanctioned (Army Emergency Relief); Type 2-Organization (parent Tvacher Student Association); 
or Type 3-Independent (TIrrift Shops). Appropriated funds cannot be used for this purpose. 

(4) The IR office may review NAFls, unit funds, and other federally sanctioned funds when the con:-mander believes 
there are indications offraud or misappropriation of funds or other assets, or when warranted by special circumstances. 
The reason for use. will be documented. The NAFI reviews will be conducted in accordance with AR 215-1, chapter 
18. 

(5) Internal review'personne! should not serve in operational roles outside of the IR organization. The IR personnel 
may serve in an advisory rDle' for command programs, for example, prOviding advice on the establishment of 
automated systems, process action teams, source selection evaluation boards, or administration of the corrunand's 
internal control process, as long as a requisite degree of independence can he maintained. 

b. The commander, in consultation with the IR Director/Chief: will determine whether the performance of a 
partic~lar service is consistent wid.). . the guidance in this regulation. 

2-7. Risk assessment files 
Army_ IR offices staffed with two or more employees will establish a risk assessment file. The risk assessment file 
should tnclude all major programs, activities, functions, or systems. The organization's list of assessable unit managers 
and the Internal Control Plan, prepared in accordance with AR 11-2, can serve as the' basis for the file, but will require 
modification. The risk assessment file should be expanded based upon the identified activities in the Internal Control 
Plan to include all programs, activities, functions, and systems. Additionally, IR offices, in conjunction with assessable 
unit managers, will rank .the relative risk (high, rp.edium, and low) for each activity identified. This .file should also 
include serviced activities not having their own IR resources. 

2-8. Liaison with external audit organizations 
The IR office will serve as the primary aCtion office or audit focal point for monitoring ali actions related to audits, 
surveys, and reviews performed by the Anny's internal audit organization USAAA or external audit agencies-GAO, 
DODIG, and commercial audit firms. The IR office will assist and advise responsible command elements in prepar'ing 
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command replies. The IR office should ensure command replies to external audit products are accurate, responsive, 
properly coordinated with aU responsible command elements, and meet suspense dates, 

2-9. Audit followup 
Audit followup is the collective effort between IR and commanders to ensure-

a. Prompt and' effective, action is taken to implement agreed to recommendations in IR, USAAA, GAO, DODIG. 
and commercial review andlor audit reports_ 

b. Controls are adequate to prevent recurrence of deficiencies. 
c. Internal review Directors/Chiefs provide commanders and fueir staff with -periodic repdrts on the status of 

corrective actions. highlighting those actions not taken or delayed, and when feasible, a description of the effects of 
failW'e to take corrective actions or delayed corrective actions. 

b. The IR offices maintain an audit followup tracking system and use the Internal Review Management System for 
this purpose. 

Chapter 3 
Internal Review General Standards 

3-1. Introduction 
This chapter establishes general standards and provides guIdance for performing internal re~iews. consulting and 
advisory services. folloVi.'1lp, and liaison. These general standards -concern the fundamental req~irements for ensuring 
the credibility of evaluators' results. Credibility is essential to all Army IR activities performing work that Army 
leaders rely on for making decisions. These general standards encompass the independence of the IR organization and 
its individual evaluators; the exercise of professional judgment in the perfonnance of work and the preparation of 
related reports; the competence of IR staff, including the need for their continuing professio~al education; and the 
existence of quality control systems and external peer reviews. These general standards provide the underlying 
framework that is critical in effectively applying the fieldwork and reporting standards (described in the following 
chapters) when performing the detailed work associated with Army IR engagements and when preparing related reports 
and other products. Therefore., these general standards, are required to be followed by all Army I~ Organizations and IR 
evaluators. 

3-2. Independence general standard 
In all matters IR organizations and the individual evaluators must be free both in fact and appearance from personal. 
external, and organizational impairments to independence. IR organizations and evaluators h~ve a responsibility to 
maintain independence so that their opinions. conclusions, judgments, and recommendations 'will be impartial and 
viewed as impartial by knowledgeable third parties. Evaluators should avoid situations that cou:ld lead-objective third 
parties with knowledge of the relevant information to conclude that the evaluators -are not able ;to maintain independ­
ence and thus are not capable of exercising objective and impartial judgment on all issues assotiated with. conducting 
and reporting on tbe work. Evaluators need to consider three general classes of impairments to independence­
personal. external; and organizationaL If one or more of these impairments affects or can be ;perceived to affect an 
evaluator's capability to perfonn the work and report results impartially, that evaluator should either decline to perform 
the work, or in those situations in which, the IR evaluator~ because of a legislative requirement or for other reasons, 
cannot decline to perform the work, the impairment or impairments should be reported in the scope section of the 
review report. In using the work of a specialist. evaluators need to consider the specialist as a member of the IR team 
and, accordingly, assess the specialist's ability to peIform the work and report results impartially. Conducting this 
assessment, evaluators should provide the specialist with AR 11-7 independence reqoirements and obtain representa'­
Hons from the specialist regarding the specialist's independence from the activity or' program under review. If the 
specialist has impainnent- to independence, evaluators should not use' the work of that specialist. 

3-3. Personal Impairment 
Evaluators participating on an engagement must be free from personal impairments to indepen4ence. Personal impair­
ments of evaluators result from relationships or beliefs that might .cause evaluators to limit th~ extent of the inquiry1 
limit disclosure, or weaken Qf slant review results in any way. Individual evaluators should: notify the appropriate 
officials withiu -their organizations if they have any personal impairment to independence. i Examples of personal 
impairments of individual evaluators include, but are not limited to, the following: :' . 

a. Immediate family or close family member, who is a director or officer ofi:he reviewed en~ty. or, as an employee 
of the reviewed entity is in a position to exert direct and significant influence over the entity or the program under 
review. 

b. Financial interest that is direct,. or is significant/material though indirect, in the reviewed entity or program. 
c. Responsibility for m~aging an entity or making decisions that could affect operations of the entity or program 
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being reviewed; for example serving as a director, officer, or other senior position of the entity, activity, or program 
being reviewed, or as a member oCmanagement in any declsionmaking, supervisory, or ongoing'monitoring function 
for the entity, activity, or program under review. 

d Concurrent or subsequent performance of a review by the same individual who maintained the official accounting 
records when such services involved preparing source documents or originating data in electronic or other fonn; 
posting transactions (whether coded by, management or not coded); authorizing, executing, or consummating transac­
tions (for- example, approving invoices, payrolls, claims, or other payments of the entity or program being reviewed); 
maintaining an entity's bank account or otherwise having custody of the reviewed entity's funds; or otherwise 
exercising authority on behalf of the entity, or having authority to do so. 

e. Preconceived ideas toward individuals, groups, organizations, or objectives of a particular program that could bias 
the review. 
I Biases, including those resulting from political, ideological, or social convictions that result from membership or 

employment in, or loyalty to, a particular type of policy, group, organization, or level of government. 
g. Seeking employment during the conduct of 'the review with a reviewed organization. 

3-4. External impairments 
Internal review organizations must be free from external impairments to independence. Factors external to the IR 
organization may restrict the work or interfere with evaluators~ ability to form independent and objective opinjons and 
conclusions. External impainnents to independence occur when evaluators are deterred from acting objectively and 
exercising professional skepticism by pressures, aptual or perceived, from management and employees of the activity 
being reviewed or oversight organizations. For example, under the following conditions, evaluators may not have 
complete freedom to make an independent and objective judgment and a review may be adversely affected-

a. External interference or influence that could improperly or imprudently limit or modify the scope of a revjew or 
threaten to do so, including pressure to reduce inappropriately the extent of work performed in order to reduce costs. 

h. External interference with the selection or application of review procedures or in the ·selection of transactions to 
be examined. 

c. Unreasonable restrictions on the time allowed for completing a review or issuing the report. 
d. Restriction on access to records, government officials. or other individuals needs to conduct the review. 
e. Interference external to the IR organization in the assignment, appointment, arid promotion of IR personneL 
f. Restrictions on funds or other resources provided-to the IR organization that adversely affect the IR organization's 

ability to carry out its responsibilities. 
g. Authority to overrule or to inappropriatelY influence ·the evaluators' judgment as to the appropriate content of the 

report. 
h. Threat of replacing the evaluator Over a disagreement with the contents of a review repon, the evaluators' 

conclusions. or the application of an accounting principle or other criteria. . 
i. Influences that jeopardize the evaluators' continued employment for reasons other than incompetence, misconduct, 

or the need for IR services. 

3-5. Organizational independence 
The independence standard does not pose any limitations on the types of services IR organizations can perfonn for 
their customers, as long as the' services do not involve making management decisions. The IR evaJuators may also 
assist management officials in the implementation of recommended solutions, such as establishing internal controls or 
implementing a database system, or other systems and tools, that would result in more efficient operations. Anny IR 
organizations can be presumed to be free from organizational impainnents to independence if ·the head of the IR 
organization meets all of the following criteria:' . 

a. is accountable to the highest levels of their Army organizations, such as commander, deputy commander, chief of 
staff, garrison commander, or, for the National Guard Bureau (NGB) and State National Guards, Chief and the USPFO, 
respectively. 

b. Reports the review results both to the highest levels of their Anny organizations,. that is, commander, deputy 
commander, chief of staff, garrison commander, or, for the NGB and State National Guards, Chief and USPFO, 
respectively. 

c, Is located organizationally outside the staff or" line management function of the activity under review. 
d. Has access .to· the highest levels of their Army organizations, that is, commander, deputy commander, chief of 

staff, garrison commander, or, for the NGB and State· National Guards, Chief and the USPFO, respectively. 
e. Is sufficiently removed from political pressures to conduct reviews and report results, opinions, and conclusion 

objectively without fear of political reprisal. 

3-6. Professional judgment 
Internal review evaluators must use profeSSional judgment in planning and perfonning engagements and reporting the 
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results. Professional judgment includes exerCising reasonable care and professional skepticism. Reasonable care con­
cerns acting diligently in accordance with applicable professional standards and ethical principles;' Professional skepti~ 
cism 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. The IR 
evaluators that do not perform ~eir work in accordance with the AR 11-7 standards must justifY: any departures from 
the standards. 

a. Using the evaluators' professional knowledge, skills, and experience to diligently perfonn, in good faith and with 
integrity, the gathering of information and the objective evaluation of the sufficiency and appropri~teness of evidence is 
a critical component of reviews. Professional judgment and competence are interrelated because: judgments made are 
dependent upon the evaluators' competence. 

b. Professional judgment represents the application of the collective knowledge', skills, and experiences of all the 
personnel involved with an engagement, as well as the professional judgment of individual evaluators. In addition to 
personnel directly involved in the review, professional judgment may involve collaboration with other stakeholders, 
outside experts. and management in the reviewed organization. 

c. Using profes:;;ional judgment in all aspects of carrying out their professional responsibilities, including foHowing 
the independence standards, maintaining objectivity and credibility, assigning competent IR staff to the assignment,. 
defining the 'scope of work. evaluating and reporting th~ results of the work, and maintaining appropriate quality 
control over the assignment process is essential to perfonning and reporting on a review. 

d. Using professional judgment is important in determining the required level, of understanding of the review's 
subject matter and related circumstances. This includes consideration about whether the review team's collective 
experience, training. knowledge, skills, abilities, and overall understanding are sufficient to assess the risks that the 
subj ect matter under review may contain a significant inaccuracy or could be misinterpreted: 

e. Considering the risk level of each assignment, including the risk that they may come to an llnproper conclusion is 
another important issue. Within the context of review risk, exercising professional judgment in detennining the 
sufficiency and appropriateness of evidence to be used to support' the findings and conclusionsr based on the review 
objectives and, any recommendations reported, is an integral part of the review process. 

/. Evaluators should document significant decisions affecting the review's objectives, scope. and methodology; 
findings; conclusions; and recommendations resulting from professional judgment. 

g. While thi,s standard places responsibility on each IR organization and evaluator to exercise professional judgment 
in planning and performing a review engagement, it does not imply unlimited responsibility, nor does it imply 
infallibility on:the part of either tbe JR organization or an evaluator. Absolute assurance is not attainable because Df the 
nature of evidence and the characteristics of fraud. Professional judgment does not mean eliminating all possible 
~imitations or weaknesses associated with a specific review ~ but rather identifying, considering, minimizing, mitigating, 
and explaining them. ' , 

3-7. Competence . 
The Army JR!staff assigned to perfonn engagements must collectively possess adequate profes:sional competence for 
th" tasks rc-qujred. This standard places responsibility on IR activities ,to ensure that each eng~ment is performed by 
staff that coll,ectively has the knowledge, skills, and experience: necessary for that assignment. Accordingly, IR 
activities. should have a process for recruiting, hiring, continuously developing, and evaluating its staff to assist the 
activity in mai'ntaining a workforce that 'has adequate competence. The nature, extent, and formality of the process will 
depend on various factors suth as the size of the IR organization, its work, and its structure., The staff assigned to 
conduct an engagement must collectively possess the technical knowledge, skills, and experience necessary to be 
competent for: the type of work being performed before beginning work on the engagement The staff assigned to an 
engagement spouid collectively possess-

Q. Knowledge of the standards applicable to the type of work they are assigned and the: education, . skills, and 
experience to; apply this knowledge to the work being performed. 

b. GeneraJ :knowledge of the environment in which the reviewed entity operates and the subject matter under review. 
c. Skills to' communicate clearly and effe~tively, both oraHy and in writing. . 
d Skills appropriate for the work being performed. 

3-8. Contin'uing profesSional education 
Q. A~y n} evaluato,rs perfonning work under these standards, indu'ding planning, directing,: performing fieldwork, 

or reporting 9n a reVIew under these standards, need to maintain their professional competence through CPE. 
Therefore, ea~h evaluator perfanning work under the standards in this regulation should complete, every 2 years, at 
least 24 hours of CPE that is directly related to the Army IR evaluator profession or government auditing, the 
govC!llment e,nvironment, or the speCific or unique environment in which the reviewed Army; organization operates. 
Evaluators ~bo are involved in any amount of planning, directing, or reporting on IR engagements and those 
evah~tors w?O are not involved in those activities but charge 20 percent Or more of their time annually to IR 
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engagements should also obtain at least an additional" 56 hours of CPE (for a total of 80 hours of CPE in every 2 year 
period) that enhances the evaluator's professional proficiency to perform review engagements. ' 

b. The ePE programs are structured educational activities with learning objectives designed to ma~ntajn or enhance 
participants' knowledge, skills, and abilities in areas applicable to perfonning review engagements. betennining what 
subjects are appropriate for individual evaluators to satisfy both the 80~hour and the 24-hour require;ments is a matter 
of professional judgment to be exercised by evaluators in consultation with appropriate officials in their IR organiza­
tions. Among the considerations in exercising that judgment are the evaluators' experience, the responsibilities they 
assume in performing engagements, and the operating environment of the reviewed entity. ! 

c. Improving their own competencies and meeting ePE requirements are primarily the responsibilities, of individual 
evaluators. The IR organization should have quality control procedures to help ensure that evaluators meet the 
continuing education requirements, including documentation of the CPE completed. The GAO has developed guidance 
pertaining to CPE requirements to assist in exercising professional judgment in complying with the ePE requirements. 

d. External specialists assisting in perfonning an engagement should be qualified and maintain professional compe­
tence in their 'areas of specialization but are not required to meet the CPE requirements described ,above. However, 
evaluators who use the work of external specialists should assess the professional qualifications of such specialists and 
document their findings and conclusions. Internal specialists who are part of the IR organization and perform as a 
member of the IR staff should comply with these standards, including the CPE requirements. 

3-9. Quality' control and assurance standard 
a. Each Anny IR organization perfonning IR engagements in accordance wjth the standards in this're,gulation should 

have an: appropriate internal quality control system in place and should undergo an external peer review. 
b. An 1R organization's system of quality control encompasses the IR organ~zation's structure! and the policies 

adopted and procedures established to provide the organization with reasonable assurance of complyittg with applicable 
standards governing Army IR engagements. An IR organization's internal quality control system should include 
procedures for monitoring, on an ongoing basis, whether the policies and procedures related to the standards are 
suitably designed and are being effectively applied. 

c. The nature and extent of an IR organization's internal quality control system depends on a ~umber of factors, 
such as its size, the degree of operating autonomy allowed its personnel and its IR offices, the nature of its work, its 
organizati-Onal structure, and appropriate cost-benefit considerations. Thus, the system established' by individual IR 
activities will vary as will the need for, and, extent of, its documentation of the systems. However, eaqh IR organization 
should prepare appropriate documentation for its system of quality control to demonstrate complianc~ with its policies 
and procedures. The fonn and content of such documentation is a matter of judgment. Documentation of compliance 
should be retained for a period 'of time sufficient to enable those performing monitoring procedures arid peer reviews to 
evaluate the extent of the IR organization's compliance with the quality control policies and procedures, 

d. Anny IR activities perfonning IR engagements in accordance with the standards in this regulation should have an 
external peer review of their IR engagement practices at least once every 3 years by evaluators independent of the IR 
organization being reviewed.! The external peer review should detennine whether, during the periodiunder-review, the 
reviewed IR organization's internal-quality control system was -adequate; and whether quality c~trol policies and 
procedures were being complied with to provide the IR organization with reasonable aSSUrance of conforming to 
applicable professional standards. IR activities should take remedial, corrective actions as needed based on the results 
of the quality assurance review. 

e. Members of the external peer review team shOUld meet the following requirements: 
(1) Each review team member should have current knowledge of the standards in this regulation and of the 

government environment relative to the work being reviewed. 
(2) Each review team member s~ould be independent (as identified in the standards in this regulation) of the IR 

organization being reviewed, its staff. and the IR engagements selected for the external peer review. 'A review team or 
a member of the review team is not pennitted to review the IR organization that conducted its IR organization's most 
recent external peer review. . 

(3) Each review team member should have knowledge On how to perfonn a peer review. Such ~owledge may be 
obtained from on-the-job training, training courses, or a combination of both. 

I The peer review should meet the following requirements: 
(1) The peer review should include a review of the IR organization'S internal quality control P9licies and proce­

dures, including related monitoring procedures, IR engagement reports, and other necessary docum¢nts (for example, 
independence documentation, CPE records, and personnel management files related to compliancei with hiring, per­
fonnance evaluation, and assigrunent policies). The review should also include interviews with various levels of the 

1 Army lR activities should have an external quality assurance review conducted within 3 years from the date they start (that is, istart of fieldwork) their 
first ass\gnment in accordance with this the general, fieldWo;i<; and reporting standards contained in this regulation. Subsequent external qual!ty assurance 
reviews shOUld be conducted every 3 years. ExtenSions of these timeframes beyond 3 months to meet the external quality assuranbe review requirements 
can only be granted DA program managers and should only be requested for extraordinary circumstances. ' 
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· reviewed IR organization's professional staff to assess their understanding of and compliance :with relevant quality 
control policies and procedures. 

(2)' The review team should use one of the following approaches to selecting IR engage~ents for review; 
(aJ Select IR engagements that provide a reasonable cross section of the assignments perfonn~d by the reviewed lR 

organization in accordance with the standards in this regulation. " 
(b) SeJect IR engagements that provide a reasonable cross section of the reviewed 1R organizal:-/on's work subject to 

quality control requirements. including one or more assignments performed in accordance with:;the standards in this 
regulation. 

(3) The peer review should be sufficiently comprehensive to ptovide a reasonable basis for concluding whether the 
reviewed IR organization's system of quality control was complied with to provide the act!yity with reasonable 
assurance of conforming to- professional standards in the conduct of its work. The review tearti should consider the 
adequacy and results of the reviewed IR organization's monitoring efforts to efficiently plan its peer review procedures. 

(4) The review team should prepare a written report corq,municating the results of the extefIlal peer review. The 
report should indicate the scope of the review, including any limitations thereon, and should express an opinion on 
whether the system of quality control of the reviewed IR organization's engagement practices was adequate and being 
complied with during the year reviewed, providing the fR organization with reasonable assura.nce of conforming to 
professional standards for IR engagements. The report should state the professional standards2 to which the reviewed 
IR organization is being held. The report should also describe the Teasons for any modification 'of the opinion. When 
there are matters that resulted in a modification to the opinion, evaluators should report a detailed description of the 
findings and recommendations, either in the peer review report or in a separate letter of commenfor management letter, 
to enable the reviewed IR organization to take appropriate actions. The written report should:refer to the letter of 
comment or management letter if such a lettcr is issued along with a modified report. . 

Chapter 4 
Field Work Standards 

4-1. Introduction 
This chapter prescribes fieldwork standards and provides guidance for reviews conducted in accordance with standards 
established in this regulation. The fieldwork standards for IR reviews relate to planning the review; supervising staff; 
obtaining sufficient, competent, and relevant evidence; and preparing review documentation. The conccpts of reasona­
ble assurance, significance. and review risk form a framework for applying these standards and ate includ~d throughout 
the discussion of reviews. ' 

4-2. Reasonable assurance 
Reviews that comply with the standards of this regulation provide reasonable assurance that evioence is sufficient -and 
appropriate to support the evaluators' findings and conclusions. Thus, the sufficiency and apprdpriateness of evidence 
needed and tests of evidence will vary· based on the review objectives, findings, and concl~ioDs. Objectives for 
reviews range from narrow to broad and involve varying types and quality of evidence. In some engagements) 
sufficient, appropriate evidence is available, but in others, information may have limitations. t>rofessional judgment 
assists evaluators in. determining the review scope and methodology needed to address the revtew's objectives, while 
providing the appropriate level of assurance that the o1:;ltained evidence is sufficient and apPT:opriate to address the 
.review objectives. 

4-3. Significance in a review 
The concept of significance assists evaluators throughout a review, including when deciding the type and extent of 
review work to perform, when evaluating results of review work, and When developing the repd'rt and related findings 
and conclusions. Significance is defined as the relative importance of a matter witliin the context in which it is being 
considered, including quantitative and qualitative fllctors. Such factors include the magnitude of the matter in relation 
to the subject matter of the review, the nature and effect of the matter, the relevance of the ;'rnatter. the needs and 
interests of an objective third party with knowledge of the relevant infonnation, and the impact Of the matter to the 
reviewed program or activity. Professional judgment assist'> evaluators when evaluating the significance of matters 
within the context of the review objectives. ' 

4-4. Review risk 
Review risk is the possibility that the evaluators~ findings, conclusions, recommendations, :,or assurance may be 
im~roper or incom~lete, ~s a resu!t ~f factors .such ?S e~idence that is not sufficient andlor apptopriate, an inadequate 
reView process, or mtentional OmlSS1Ol15 or mIsleadmg lnformation due to misrepresentation or :,fraud. The assessment 

l "Professional standards" refer to botl'1 ttle standards in this fl'lgUlation and quality control standards usetl by the reViewed IR D~anlzaliDn. 
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of review risk involves both qualitative and quantitative considerations. Factors such as the time fram\is, complexity, or 
sensitivity of the work; size of the program in terms of do11ar amounts and number of citizens served; adequacy of the 
reviewed entity's systems and processes to detect inconsistencies, significant errors, or fraud; and evalua:tors' access to 
records, also impact review risk. Review risk includes the risk that· evaluators will not detect a mistake, inconsistency, 
significant error, or fraud in the evidence supporting the review. Review risk can be reduced by takirig actions such as 
increasing the scope of work; adding experts, additional evaluators, or other resources- to the review ream; changing the 
methodology to obtain additional evidence, higher quality evidence, or alternative forms of corroborating evidence; or 
aligning the findings and conclusions to reflect the evidence -obtained. 

4--5. Planning 
Evaluators must adequately plan and document the planning of the work necessary to address the r'eview objectives. 
Evaluators must plan the review to reduce review risk to an appropriate level for the evaluators to provide reasonable 
assurance that the evidence is sufficient and appropriate to support the evaluators' fmdings alld 90nclusions. This 
determination is a matter of professional judgment In planning the review, evaluators should- assess_ significance and 
review risk and apply these assessments in deftning the review objectives and the scope and meth04010gy to address 
those Objectives. Planning is a continuous process throughout the review. Therefore, evalu~tors may t;lced to adjust the 
review objectives, scope, and methodology as work is being completed. 

a. The objectives are what the review is intended to accomplish. They identify the review subjects- and performance 
aspects to be included, as well as, the potential finding and reporting elements that the evaluators e,%pect to develop. 
Review objectives can be thought of as questions about the reviewed process that evaluators seek to' answer based on 
evidence ohtained and assessed against criteria. 

b. Scope is the boundary of the review and is directly tied to the review obJectives. The scope defines the subject 
matter that evaluators will assess and report- on, such as a particular program or aspect of a program the necessary 
documentation or records, the period of time reviewed, and the locations that will be included. I 

c. The methodology describes the nature and extent of review procedures for gathering and analyzing evidence to 
address the review objectives. Review procedures are the specific steps and tests evaluators will cany out to address 
the review objectives. Evaluators should design the methodology to obtain sufficient, appropriate eviidence to address 
the review objectives, reduce review risk to an acceptable level. and provide reasonable assurance th~t the evidence is 
sufficient and appropriate to support the evaluators' findjngs and conclusions. Methodology includ~s both the nature 
and extent of review procedures used to address the review objectives. 

d. Evaluators should assess review risk and significance within the context of the review 6bjecti~es by gaining an 
understanding of the following: : 

(1) The nature and profile of the programs and the needs of potential users of the review report. 
(2) Internal control as it relates to the specific objectives and scope of the review. 
(3) Information- systems controls for purposes of assessing review risk and planning the review wi~bin the context of 

the review. 
(4) Legal and regulatory requirements, contract provisions or grant agreements, potential fraud1 or abuse, that is 

significant within the context of the risk objectives. 
(~) The results of previous reviews that directly relate to the current review objectives. 
e. During planning, evaluators will-
(1) Identify the potential criteria needed to evaluate matters subject to review. 
(2) Identify sources of review evidence and consider the amount and type of evidence needed given review risk and 

significance. : 
(3) Evaluate whether to use the work of other evaluators and experts to address some of the review objectives. 
(4) Assign sufficient staff and specialists with adequate collective professional competence aihd identify other 

resources needed to perform the review. ' 
(5) Communicate about planning and performance of the review to management officials, thpse charged with 

governance, and others as applicable. 
(6) Prepare a written review plan. 

4-6. Nature and profile of the program and user needs 
Q. As evaluators plan their reviews, they should obtain an understanding of the nature of the program or program's 

components under review and the potential use that will be made of the review results or reports. The nature and 
pr-ofile of a program include-

(1) Visibility, 'sensitivity, and relevant risks associated with the program under review. 
(2)_ Age of the program or changes in its conditions. 
(3) Size of the program in terms of total doUars, number of citizens affected, or other measllres, 
(4) Level and extent .of review or other forms of independent oversight. 
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(5) Program's strategic plan and objectives. 
(6) External -factors or conditions that could directly affect the program .. 
h. One group of users of the evaluators' report is government officials who may 'have authOIjzed or requested the 

review. Other iUlPortant users of the evaluators' report are the entity being .reviewed, those responsible for acting on 
the evaluators' recommendations. An awareness of potentia] users' interests and influence can help evaluators judge 
whether possible findings could be -significant to relevant users. 

c. Obtaining an understanding of the program under review helps evaluators to assess the relevant risks associated 
with the program and the impact on the review objectives~ scope, and methodology. The evaluators' understanding may 
come from Irnowledge they already have about the program or knowledge they gain from inquiries and observations 
they make in planning the review. The extent and breadth of those inquiries and observations will vary among reviews 
based aD the review objectives, as will the need to understand individual aspects of the program, such as the foHowing: 

(1) Laws, regulations, 'and provisions of contracts or grant agreements. Government programs are usually created 
by law and are subject to specific laws and regulations. Laws and regulations usually set forth wllat is to be done, who 
is to do it, the purpose to be achieved, the population to' be served, and related funding guidelines or restrictions. 
Goverriment programs may also be subject to provisions of contract. .. and grant agreements. T~us. understanding the 
laws and legislative history establishing a program and the provisions of any contracts or graht agreements can be 
essential to understanding the program itself. Obtaining that understanding is also a necessary step in identifying the 
provisions of laws, regulations, contracts, or grant agreements that are significant within the context of the review 
objectives. , 

(2) Purpose and goals. Purpose is the result or effect that is intended or desired from a:"program's operation. 
Legislatures usually establish the program's purpose when they provide authority for the progr~. Entity officials may 
provide more detailed infonnation on the program's purpose to suppiement the authorizing legislation+ Entity offidals 
are sometimes asked to set goals for program performance and operations, including both outp*,t and outcome goals. 
Evaluators may use the stated program purpose and goals as criteria for assessing program! penonnance or may 
develop additional criteria to use when assessing perfonnance. 

(3) Infernal controL Internal control, sometimes referred to as management control, in the broadest sense includes 
the plan, policies> methods, and procedures adopted by management to meet its missions, goals, aD.d objectives. Internal 
control includes the processes for plaruring, organizing, directing, and controlling program ope~ations. It includes the 
systems for measuring, reporting, and monitoring program performance. Internal control serves as a defense in 
safeguarding assets and in preventing and detecting errors; fraud; violations of laws, regulatiqns, and provisions of 
contracts and grant .agreement!:;; or abuse. < 

(4) Efforts. Efforts are the amount of resources (ill terms of money, material, personnel, anrl; so forth) that are put 
into a program. These resources may come from within or outside the entity operating the program.. Measures of efforts 
can have a number of dimensions, such as cost, timing, and-quality. Examples of measures of efforts are dollars spent, 
employee+hours expended, and square feet of building space. ~ 

(5) Program operations. Program operations are the strategies, processes, and activities management uses to convert 
efforts into outputs. Program operations may be subject to internal control. 

(6) Outputs. Oul.JJuts represent the quantity of goods or services produced by a program. F~r example, an output 
measure for a job training program could be the nwnber of persons completing training, and an ':output measure for an 
aviation safety inspection program could be the number of safety inspections completed. 

(7) Outcomes: Ou.tcomes are accomplishments or results of a program. For example, an outcome measure for a job 
training program could be the perc,entage of trained persons obtaining a job and still in the work:place after a specified 
period. of ~me. An example of an out?ome measure rOT an ~viation safety inspection program c,ould be the percentage 
reductlon m safety problems· found In subsequent InSpeCtIons or the percentage of problems' deemed corrected in 
followup inspections. Such outcome measures show the progress made in achieving the stated program purpose of 
helping unemployabJe citizens obtain and retain jobs, and improving the safety of aviation ·operations. Outcomes may 
be influenced by cultural, economic, physical, or technological factors outside the prograni:., Evaluators may use 
approaches drawn from other disciplines, such as program evaluation, to isolate the effects of the program from these 
other influences. Outcomes also include unexpected and/or unintentional effects of a program, both positive and 
negative. 
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4-7. Internal control 
a. Evaluators should obtain an understanding of internal contro1) that is significant within the cont6xt of the review 

objectives. For internal control that is significant within the context of the review objectives, evaluators should assess 
whether internal controls have been properly designed and implemented. For those internal controls :,that are deemed 
significant within the context of the review objectives, evaluators should plan to obtain sufficient, appropriate evidence 
to support their assessment about the effectiveness of those controls, Information systems controls are ;often an integral 
part of an entity's internal control. Thus, when obtaining an understanding of internal control sig'nificimt to the review 
objectives, evaluators should also determine whether it is necessary to evaluate infonnation systems controls. 

b. Evaluators may modify the nature, timing, or extent of the review procedures based on the evalu~tors' assessment 
of internal control and the results of internal control testing. For example, poorly controlled aspects of a program have 
a higher risk of failure, so evaluators may choose to focus their efforts in these areas. Conversely. ef~ective controls at 
the reviewed entity may enable the evaluators to limit the extent and type of review testing needed. 

c. Evaluators may obtain an understanding of internal control through inquiries, obserVations, inspection of docu­
ments and records, review of other evaluators' reports, or direct tests. The procedures evaluators perf ann to obtain an 
understanding of internal control may vary among reviews based on review objectives and review risk. The extent of 
these procedures will vary based on the review objectives, known or potential internal control risks or problems, and 
the evaluators' knowledge about internal control gained in prior reviews. 

d. The foiJowing discussion of the principaf types of internal control objectives is intended to heIp: evaluators better 
understand internal controls and determine whether or to what extent they are significant to the review objectives. 

(1) Effectiveness and efficiency of program operations. Controls over program operations include policies and 
procedure's that the reviewed entity has implemented to provide reasonable assurance that a pJ;ogram meet..;; its 
objectives, while considering cost-effectiveness and efficiency. Understanding these controls can help evaluators 
understand the program's operations that convert inputs and efforts to outputs and outcomes. ;' 

(2) Relevance and reliability of information. Controls over the relevance and reliability of information include 
policies, procedures, and practices that officials of the reviewed entity have implemented to prpvide themselves 
reasonable assurance that operational and financial information they use for decisionmaking and repofting externally is 
relevant and reliable and fairly disclosed in reports. Understanding these controls c~ help evaluators-

(aJ Assess the risk that the information gathered by the entity may not be relevant or reliable. 
(b) Design appropriate tests of the information considering the review objectives. ' 
(3) Compliance with applicable laws and .regulations and provisions of contracts or grant agreements. Controls 

over compliance include policies and procedures that the reviewed entity has implemented to provide reasonable 
assurance that program implementation is in accordance with laws, regulations, and provisions of contracts or grant 
agreements. Understanding the relevant controls concerning compliance with those laws and regulatj~ns and provisions 
of contracts or grant agreements that the evaluators have detennined are significant within the context of the review 
objectives can help them assess the risk of illegal acts, violations of provisions of COntracts or grant agreements, or 
abuse. 

e. A subset ·or'these categories of internal control objectives is the safeguarding of assets and resources. Controls 
over the safeguarding of assets and resources include policies and 'procedures that the reviewed entitY has implemented 
to reasonably prevent or promptly detect unauthorized acquisition, use, or disposition of assets ~nd resources. 

f In perfonnance reviews, a defiCiency in internal control exists when the design or operation or:a control does not 
allow management or employees, in the normal course of performing their assigned functions, to prevent, detect, or 
correct- . 

(I) lmpainnents of effectiveness or efficiency of operations. 
(2) Misstatements in financial or performance information. 
(3) Violations of laws and regulations, on a timely basis. 
g. A deficiency in design exists when-
(l) A control necessary to meet the control objective is missing. 
(2) An existing control is not properly designed so that, even if the control operates as designed, the control 

objective is not met. . 
h, A deficiency.in operation exists when a properly designed control does not operate as designed, or when the 

3 Refer 10 the internal control gUidance contained in the Internal Control-Integrated Framework, pUblished by the Committee of Sponsoring OrganIZations 
of the Treadway Commission (COSO). As discussed In the COSO framework, internal control consists of five interrelated components- control environ­
ment, risk ;:;I.ssessment, control activities, information and communication, and monitoring. The objectives of internal control relate to financial reporting, 
operations, and compliance. Safeguarding of assets IS a subset of these objectives. In tilat respect, management designs internal control to provide 
reasonable assurance that &:mauthorized acquisition. use, or disposition of assets will be prevented or timely detected and coIT~ted. in addition to the 
COSO document, the publication, Standards for Internal Cohtrol inthe Federal Government, GAO/A1MD-OO-21.S.1 (Washlngtotl, DC: November 1999)1 
which incorporates the relevant guidance developed by COSO, prOVides definitions and fundamental concepts pertaining to Internal contro;l at the Federal 
level and may be useful to other auditors at any level of government. The related \ntemai Contra! Mar.agement and EvalUation Tool. GA0-01-1oo8G 
(Washington, DC: August 2001). basad on the Federal internal control standards, provides a systematic, organiZed. and structured approach to assessing 
the Internal control structure. ' 
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person performing the control does not possess the necessary authority or quali~cations to :~perform the control 
effectively. 

4-8. Information systems controls 
Q. Understanding information systems controls is important when information systems are used_' extensively through­

out the program- under review and the fundamental business processes related to the revie~ objectives rely on 
information systems. Information systems controls consist .of those internal controls that are depepdent on information 
systems processing and include general controls and application controls. lnfonnation systems general controls are the 
policies and procedures that apply to all or a large segment of an entity's infonnation systems. General controls help 
ensure the proper operation of information systems by creating the environment for proper operation of application 
controls. General controls inClude security management, logical and physical access, configiIration management, 
segregation of duties, and contingency planning. Application controls, sometimes referred to:; as business process 
controls, are those controls that are incorporated directly into computer applications to help- ensure the validity, 
completeness, accuracy, and confidentiality of transactions and data during application processing~ Application controls 
include controls over input, processing, output. master data, application interfaces. and data,;management system 
interfaces. ' 

b. An organizations' use of information systems controls may be extensive; however, evaJuators ,are primarily 
interested in those information systems controls that are significant to the review objectives.' Information systems 
controls are significant to the review objectives if evaluators determine that it is necessary to asseSs the effectiveness of 
information systems controls in order to obtain sufficient, appropriate evidence. When infotmation systems controls are 
determined to be significant to the review objectives, evaluators should then assess the effective~ess of such controls. 
This assessment would include other information systems controls that impact the effectiveniss of the significant 
controls or the reliability of infonnation used in perfonning the significant controls. Evaluators should obtain a 
sufficient understanding of information systems controls necessary to assess review risk and plan/the review within the 
context of the review objectives.4 'i . 

c. Review procedures to evaluate the effectiveness of significant information systems controls include-----­
(1) Gaining an un9-erstanding of the system as it relates to the infonnation. 
(2) Identifying and evaluating the general controls and application controls that are critical tq providing assurance 

over the reliability of the information required for the review. 
d. The assessment of information systems controls may be done in conjunction with the evalua,tors' consideratioIl of 

internal control within the context of the review objectives, or as a separate review objective !~r review procedure, 
depending on the objectives of the review. Depending on the significance ofinfonnation systems:controls to the review 
objectives, the extent of review prOCedures to obtain such an understanding may be limited or extensive. In addition, 
the nature and extent of review risk related to information systems controls are affected by the nature of the -hardware 
and software used, the configuration of the entity's systems and networks, and the entity's:, information systems 
stra:tegy. .. 

e. Evaluators should detennine which' review procedures related to infonnation systems controls are needed to 
obtain sufficient, appropriate evidence to support the review findings and conclusions. The following factors may assist 
evaluators in making this determination: 

(I) The extent to which internal controls that are significant to the review depend on the feii'ability of infonnation 
processed or generated by infonnation systems. 

(2) The availability of evidence outside the information system to support, the findings and c~nclusions. It may not 
be possible for evaluators to obtain sufficient, appropriate evidenGe without assessing the effectiveness of relevant 
information systems controls. For example, if information supporting the findings and conclusions is generated by 
information systems or its reliability is dependent on information systems controls; there may not be sufficient 
supporting or corroborating information or documentary evidence that is available other than 'Jhat produced by the 
information systems. 

(3) The relationship of infonnatioD systems controls to data reliability. To obtain evidence about the reliability of 
computer-generated information, evaluators may decide to assess the effectiveness of infonnation systems controls as 
part of obtaining evidence about the reliability of the data. If the evaluator concludes that information systems controls 
are effective, the evaluator may reduce the extent of direct testing of data. ' 

(4) The assessment of the effectiveness of information systems controls as a review obj"ective. When assessing the 
effectiveness of information systems controls is directly a part of a review objective, evaluators should test information 
systems controls necessary to address the review objectives. For example, the review may involve the effectiveness of 
information systems controls related to certain systems, facilities, or organizations. ' 

4. Refer to additional crimlia .am:: guidanc-.8 in the Fedesa! lr:tmmatlon System Controls Review Manual, GAOfAlMD-12.i9.~ (WaShington, DC; January 
1999), and IS Standards, GUidelines and Procedures for Reviewing and Control Professionals, pllhllshed by the Informatiorl Systems Review and Control 
Association. ' , 
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4-9. Legal and regulatory requirements, contract provIsions, and grants 
a. Evaluators should determine which laws, regulations, and provisions of contracts Or grant agreements are 

significant within the context of the review objectives and asse'55 the risk that violations of those laws', regulations, and 
provisions of contracts or grant agreements could occur. Based on that risk assessment, the evaluators should design 
and perfonn procedures to provide reasonable assurance of detecting instances of violations of legal and regulatory 
requirements or violations of provisions of contracts or grant agreements that are significant within the context of .the 
review objectives. 

b, The evaluators' assessment of review risk may be affected by such factors as the complexity or newness of the 
laws, regulations, and provisions of contracts or grant agreements. The evaluators' assessment of review risk also may 
be affected by whether the entity has controls that are effective in preventing or detecting violations of laws, 
regulations, and provisions of contracts 9r grant agreements. If evaluators obtain sufficient, appropriate evidence of the 
effectiveness of these controls, they can reduce the extent of their tests of compliance. 

4--10. Fraud 
a. In planning the review, evaluators should assess risks of fraudS' occurring that is significant 'Within the context of 

the review objectives. Review team members should discuss among the team fraud risks, including factors such as 
individuals' incentives or pressures to commit fraud, the opportunity for fraud to occur, and rationaliz:ations or attitudes 
that could allow individuals to commit fraud. Evaluators should gather and assess information to identifY risks of fraud 
that are significant within the scope of the review objectives or that could affect the findings and conclusions. For 
example, evaluators may obtain infonnation through discussion with officials of the reviewed enti~ or through other 
means to determine the susceptibility of the program to fraud, the status of internal controls the entity has established 
to detect and prevent fraud or the risk that officials' of the reviewed entity could override internal control. An attitude of 
professional skepticism in assessing these risks assists evaluators in assessing which factors or risks could significantly 
affect the r~view objectives. 

b. When evaluators identify factors or risks related to fraud that has occurred or is likely to have 9ccurred that they 
believe are significant within the context of the review objectives, they should design procedures t6 provide reasonable 
assurance of detecting such fraud. Assessing the risk of fraud is an ongoing process throughout the review and relates 
not only to planning the review btit also to evaluating evidence obtained during the review. ' 

c. When information comes to the evaluators' attention indicating that fraud that is significant witpin the context of 
the review objectives may have occurred, evaluators should extend the review steps and procedures, ~s necessary, to------

(1) Determine whether fraud has likely occurred. ' . 
(2) Determine, if so, its effect on the review findings. If the fraud that may have occurred is notisignificant within 

the context of the review Objectives, the evaluators may conduct additional review work as a separate engagement or 
refer the matter to other parties with oversight responsibility or jurisdiction. 

4--11. Abuse 
a. Abuse involves behavior that is deficient or improper when compared with behavior that a prudent person would 

consider reasonable and necessary business practice glven the facts and circumstances. Abuse also ipcludes misuse of 
authority or position for personal financial interests or those of an immediate or close family member or business 

. associate, Abuse does not necessarily involve fraud, violation of laws, reg'Ulations, or provi~ions of ~ contract or grant 
agreement. I 

b. If during the course of the review, evaluators become aware of abuse ' that could be quantitatively or qualitatively 
significant to the program under review, evaluators should apply review procedures specifically ditected to ascertain 
the potential effect on the program under review within the context of the review objectives.! After performing 
additional work, evaluators may discover that the abuse represents potential' fraud or illegal ~cts, Because the 
determination of abuse is subjective, evaluators are not required to provide reasonable assurance ~f detecting abuse. 

4-12. Ongoing investigations or legal proceedings 
A voiding interferen~e- with investigations or legal proceedings is important in pursuing indications of fraud, illegal acts, 
and violations of provisions of contracts or grant agreements, or abuse. Laws, regulations, or polipies might require 
evaluators to report indications of certain types of fraud, illegal acts, and violations of provisions o~ contracts or grant 
agreements, or abuse to law enforcement or investigatory authorities before performing additional review procedures. 
When investigations or legal proceedings are initiated or in process, evaluators should evaluate the impact on the 
current review. In some cases, it may be appropriate for the evaluators to work with investigators and/or legal 
authorities, or withdraw from or defer further work on the review or a portion of the review to avojd interfering with 
an' investigation. ' 

5 Fraud is 8 type of illegal act involving the obtaining of something of value through willful misrepresentation. Whelher an act is, in fact, fraud is a 
determination to be made through the Judicial or other adjudicative system and Is beyond Evaluators' professional responslb!l!~. 
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4-13. "Previous engagements 
Evaluators should evaluate whether the reviewed entity-has taken appropriate corrective action tOiaddress findings and 
recommendations from previous engagements that are significant within the context of the review objectives. When 
planning the review, evaluators should ask management of the reviewed entity to identify previ~us reviews, perform­
ance audits, or other studies that directly relate to the objectives of the review, including whether _related recommenda­
tions have been ·implemented. Evaluators should use- this information in assessing risk and determining the nature, 
timing, and extent of current review work, to include detennining the extent to which testing the i,mplementatiorr of the 
corrective actions is applicable to the current review objectives. 

4-14. Identifying review criteria 
a. Evaluators should identify criteria. Criteria represent the laws, regulations, contracts, grant agreements, standards, 

measures, expectations of what should exist, defined business practices, and benchmarks against which perfonnance is 
compared or evaluated. Criteria identify the required or desired state or expectation with respect to the program, or 
operation. <;:riteria provide a context for evaluating evidence and understanding the findings, conclusions, and recom­
mendations included in the report. Evaluators should use criteria that are relevant to the review objectives and permit 
consistent assessment of the subject matter. 

b. The following are some examples of criteria: 
(1) Purpose or goals prescribed by law or regulation or set by officials of the reviewed entity. 
(2) Policies and procedures established by officia1s of the reviewed entity. 
(3) Technically developed standards or norms. 
(4) Expert opinions. 
(5) Prior periods' perfonnance. 
(6) Defined business practices. 
(7) Contract or grant terms. 
(8) Performance of other entities or sectors used as defined benchmarks. 

4-15. Identifying sources of evidence and the amount and type of evidence required 
G. Evaluators should identify potential sources of information that could be used as evidence. Evaluators should 

determine the amount and type of evidence needed to obtain sufficient, appropriate evidence ;to address the review 
objectives and adequately plan review work. 

b. If evaluators believe that it is likely that sufficient, appropriate evidence, will not be availabie, they may revise the 
review objectives or modifY the sc.ope and methodology and detennine alternative procedures to obtain additional 
evidence or other fonns of evidence to address the current review objectives. Evaluators should also assess whether "the 
lack of sufficient, appropriate evidence is due to internal control- deficiencies or other, program weaifuesses) and 
whether the lack of sufficient, appropriate evidence coul.d be the basis for review findings.; 

4-16. Using the work of others , 
a. Evaluators should detennine whether other evaluators have conducted, or are conducting, reviews of the program 

that could be relevant to the current review objectives. The results of other evaluators' work m&y be useful sources of 
infonnation for 'planning and performing the review. If other evaluators have identified are~s that warrant further 
review work o"r followup, their work may influence the evaluators' selection of objectives, sCQpe; and methodology. 

b. If o.ther evaluators have completed review work related to the objectives of the current review, the current 
evaluators may be able to rely on the work of the other evaluators to support findings or cono1usions for the current 
review and thereby avoid duplication of efforts. If evaluators rely on tbe work of other evaluato$, they should perform 
procedures that provide a sufficient basis for that reHance. Evaluators should obtain evidenc~ concerning the other 
evaluators' qualifications and independence and should detennine whether the scope, quality, an,d timing of the review 
work performed by the other evaluators is adequate for reliance in the context -of the current review objectives. 
Procedures that-evaluators may perform in making this determination include reviewing the other evaluators' report, 
review plan, or review documentation, andior performing tests of the other evaluators' work. The nature and extent of 
evidence needed will depend on the significance of the other evaluators' work to the current re~iew objectives and the 
extent to which the evaluators will rely on that work. ' 

c. Some reviews_ may necessitate the use of specialized techniques or methods that require the skills of a specialist. 
If evaluators intend to rely on the work: of specialists, they should obtain an understanding of: the qualifications and 
independence of the specialists. Evaluating the professional qualifications of the specialist iiwolves the following: 

(1) The professional certification, Iic'ense. or other recognition of the competence of the specialist in his 'or her field, 
as appropriate. 

(2) The reputation and standing of the specialist in the views of peers and others famili~r with the specialist's 
capability or perfonnance. 

(3) The specialist's experience and previous work in the subject matter. 
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(4) The evaluators' prior experience in using the specialist's work. 

4-17. Assigning staff and other resources 
a, The IR management should assign sufficient staff and specialists with adequate collective professional compe-

tence to 'perfonn the review. Staffing a review includes, among other things~ 
(1) Assigning staff and specialists with the collective knowledge, skills, and experience appropriate for the job. 
(2) Assigning a sufficient number of staff and supervisors to the review. 
(3) Providing for on-the-job training of staff. 
(4) Engaging specialists when necessary. 
b. If planning to use the work of a specialist, evaluators should document the nature and scope of the work to be 

perfonned by the specialist, including-
(1) The objectives and scope of the specialist's work. 
(2) rhe intended use of the specialist's work to support the review objectives, 
(~) The specialist's procedures and findings so they can be evaluated and related to other, planned review 

procedures, 
(4) The assumptions and methods used by the specialist. 

4-18. Communicating with management, those charged with governance, and others 
a. Evaluators should communicate an overview of the objectives, scope, and methodology, and timing of the review 

and planned reporting (including any potential restrictions on the report) to the following, as ap-plicable: 
(I) Management of the reviewed entity, including those with sufficient authority and responsibility to implement 

corrective action in the program or activity being reviewed. 
(2) Those charged with governance. 
(3) The individuals requesting review services, such as contracting officials, grantees, or legislative members or 

staff, if applicable. 
b. In' situations in which those charged vrith governance are not clearly evident, evaluators shoitld document the 

process followed and conclusions reached for identifying those charged with governance. 
c. Determining the form, content, and frequency of the communication is a matter of professional judgment, 

although Mitten communication is preferred. Evaluators may use an engagement letter to commun~cate the informa­
tion. Evaluators should document this communication. 

d If a review is terminated before it is completed and a review report is not issued, evaluators shquld document the 
results of the work to the date of termination and why the review was tenninated. Detennining whether and how to 
communicate the reason for terminating the review to those charged with governance. appropriate officials of the 
reviewed entity, the entity contracting for- or requesting the review, and other appropriate officials will depend on the 
facts and circumstances and, therefort;, is a matter of professional judgment. 

4-19. Preparing the reView plan 
a, Evaluators must prepare a written review plan for each review: The fonn and content of -the written review plan 

may_ vary among reviews and may include a review strategy, review program, project plan, and review planning paper, 
or other appropriate documentation of key decisions about the review objectives, scope, and methodology and of the 
evaluators' basis for those decisions. Evaluators should update the plan, as necessary, to reflect any significant changes 
to the plan made during the review. 

b, A written review plan provides an opportunity for the review organization's management to o supervise review 
planning and to determine whether-

(1) The proposed review objectives are likely to result in a useful report. 
(2) The review plan adequately addresses relevant risks, 
(3) The proposed review scope and methodology are adequate to address the review objectiv~s, 

(4) Available evidence is likely to be sufficient and appropriate for purposes of the review, 
(5) Sufficient staff, supervisors, and specialists with adequate coIiective professional competence and other resources 

are available to petform the' review and to meet expected time frames for completing the -work.: 

4-20. Supervision 
a, Review supervisors or those designated to supervise evaluators must properly supervise review staff. 
b. Review supervision involves p'roviding sufficient guidance and direction to staff assigned to the review to address 

the review objectives and follow applicable'standards, while staying infonned about significant problems encountered, 
reviewing the work perfonned, and providing effective on-me-job training. 

c, The nature and extent of the supervision Df review staff and the review of their work may vary depending on a 
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number of factors, such as the size of the review organization. the significance of the work. and the experience of the 
staff. 

4-21. Obtaining sufficient,. appropriate evidence 
Q. Evaluators must obtain sufficient, appropriafe evidence to provide a reasom~ble basis fot their findings and 

conclusions. 
h. The concept of sufficient, appropriate evidence is integral to a review. Appropriateness is the measure of the 

quality of evidence that encompasses its relevance) validity, and reliability in providing ~upport for ~ndings and 
conclusions reJated to the review objectives. In assessing the overall appropriateness of eVidence, evaluators should 
assess whether the evidence is relevant, vaiid. and reliable. Sufficiency is a measure of the quantity of evidence used to 
support the findings and_ conclusions related to the review objectives. In assessing the su~ciency of evidence, 
evaluators should determine whether enough evidence has been obtained to persuade a knowledgeable person that the 
fmdings are reasonable. 

c. In assessing evidence. evaluators should evaluate whether the evidence taken as a wQole is sufficient and 
appropriate for addressing the review objectives and supporting findings and conclusions. Review objectives may vary 
widely, as may the level of work necessary to assess the sufficiency and appropriateness of evidence to address the 
objectives., For example, in establiShing the appropriateness of evidence, evaluators may test its reliability by obtaining 
sqpporting evidence, using statistical testing, or obtaining corroborating evidence. The concepts of review risk and 
significance assist evaluators with evaluating the review -evidence. 

d. Professional judgment assists evaluators in determining the sufficiency and appropriateness 9f evidence taken as a 
~hole. Interpreting, summarizing, or analyzing evidence is typically used In the process of deterirrining th~ sufficiency 
and appropriateness of evidence and in reporting the results of the review work. I 

e. \¥ben appropriate, evaluatorS may use statistical methods to analyze and interpret evidence to assess its 
sufficiency. 

4-22. Appropriateness 
a. Appropriateness is the measure, of the quality of evidence that encompasses the relevance) validity, and reliability 

of evidence used for _ addressing the review objectives and supporting fmdings and conciusiqns. 
(1) Relevance refers to the extent to which the evidence has a logical relationship with, and hn.portance to, the issue 

being addressed. 
(2) Validity refers to the extent to which evidence is based on sound reasoning or accuritte information. 
(3) B.eliabiHty refers to the consistency of results when infonnation is measured or tested and; includes the concepts 

of being verifiable or supported. ' 
b. There are different types and sources of evidence that evaluators may use, depending on'the review objectives. 

Evidence may be obtained by observation, inquiry, or inspection. Each type of evidence has:'its own strengths and 
weaknesses. The following contrasts are useful in judging the appropriateness of evidence. However, these contrasts are 
not adequate in themselves to determine appropriateness. The nature and types of evidence)o support evaluators? 
findings and cO'nc1usions are matters of the evaluators' professional judgment based on the review objectives and 
review risk. . 

(I) Evidence obtained when internal control is effective is generally more reliable than evidence obtained when 
internal control is weak or nonexistent. 

(2) Evidence obtained through the evaluators' direct physical examination, observation., computation, and inspection 
is generally more reliable than evidence obtained indirectly. 

(3) Examination of original documents is generally more reliable than examination of cclpies. 
(4) Testimonial evidence obtained under conditions in which persons may speak freely is generally more reliable 

than evidence obtained under circumstances in which the persons may be intimidated. 
(5) Testimonial evidence obtained from an individual who is not biased and has direct knowledge about the ar~ is 

generally more reliable than testimonial evidence obtained from an individual who is biased ot has indirec.t or partial 
knowledge about the area. 

(6) Evidence obtained from a knowledgeable, credible, and unbiased third party is generally lUore reliable than 
evidence from management of the reviewed entity or others who have a direct interest in '-the reviewed entity. 

c. Testimonial evidence may be useful in interpreting or corroborating documentary or: physical information. 
Evaluators should evaluate the objectivity, credibility, and reliability of the testimonial evidence. Documentary evi-
dence may be used to help verify, support, or challenge testimonial evidence. < 

d. Surveys generally provide self-reported infonnation about existing conditions or programs. Evaluation of the 
survey design and administration assists evaluators in evaluating the objectivity, credibility, arid reliability of the self­
reported -information. 

e. When samplina is used, the method of selection that is appropriate will dep~nd on the review Objectives. Vlhen a 
representative sample is needed, the use of statistical sampli.ng approaches generally results ~: stronger evidence than 
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that obtained from non-statistical techniques. When a representative sample is not needed, a targeted ,selection may be 
effective if the evaluators have isolated certain risk factors or other criteria to target the selection. 

/. When evaluators use infonnation gathered by officials of the reviewed entity as part of their evidence, they should 
determine what the officials of the reviewed entity or other evaluators did to obtain assurance over the retiability of the 
infonnation. Evaluators may find it necessary to perform testing of managements! procedures to obtain assurance or 
perform direct testing of the infonnation. The nature and extent of the evaluators' procedures wiH depend on the 
significance of the information to the review objectives and the nature of the information being,' used. 

g. EvaJuators should assess the sufficiency and appropriateness of computer-processed information regardless of' 
whether this infonTI!ition is provided to evaluators or extracted independently by the evaluators. The nature, timing, and 
extent of review procedures to assess sufficiency and appropriateness is affected by the effectiveness of the entity's 
internal controls over the infonnation, including information systems controls, and the -significance of the information 
and the level of detail presented in the evaluators' findings and conclusions in light of the revi,ew objectives .. 

4-23. Sufficiency 
a. Sufficiency is -a measure of the quantity of evidence used for addressing the review objectives and supporting 

findings and conclusions. Sufficiency also depends on the appropriateness of the evidence. In determining the 
sufficiency of evidence, evaluators should detennine whether enough appropriate evidence exists to ~ddress the review 
objective and support' the fmdings and conclusions. I 

b. The following, presumptions are useful in judging the sufficiency of evidence. The sufficiency of evidence 
required. to support the evaluators' findings and conclusions is a matter of the evaluators' professional judgment 

(I) The greater the review risk, the greater the quantity and quality of evidence required. 
(2) Stronger evidence may allow less evidence to be used. , 
(3) Having a large volume of review- evidence does not compensate for a lack of relevance, vali~ity. or reliability. 

4-24. Overall assessment of evidence 
a. Evaluators should determine the overall sufficiency and appropriateness of evidence to provide a reasonable basis 

for the findings and conclusions, within the context of the review objectives. Professional judgments about the 
sllfficiency and appropriateness of evidence are closely interrelated, as evaluators interpret the results of review testing 
and evaluate whether the nature and extent of the evidence obtained is sufficient and appropriate. Evaluators should 
perform and document an overall assessment of the collective evidence used to support finding~ and conclusions, 
including the results of any specific assessments conducted to conclude on the validity and reli~biljty of specific 
evidence. 

b. Sufficiency and appropriateness of evidence are relative concepts, which may be thought :of -in terms of a 
continuum rather than as absolutes. SUfficiency and appropriateness are evaluated in the context of ~e related findings· 
and conclusions. For example, even though the evaluators may have some limitations or unceIitainties about the 
sufficiency or appropriateness of some of the evidence, they may nonetheless detennine that in total ~there is sufficient, 
appropriate ev'idence to support the fmdings and conclusions. 

c. \Vhen assessing the sufficiency and appropriateness of evidence, evaluators should evaluate thb expected signifi~ 
cance of evidence to the review objectives, findings, and conclusions, available corroborating evidence, and the level of 
review risk. The steps to assess evidence may depend on the nature of the evidence, how. the evidence is used in the 
review or report, and the- review objectives. 

(1) Evidence is sufficient and appropriate when it provides a reasonable basis, for supporti~g the findings or 
conclusions within the context of the review objectives. 

(2) Evidence is not sufficient or not appropriate when---:-
(a) Using the evidence carries an unacceptably high risk that it could lead to an incorrect or improper -conclusion. 
(b) The evidence has signifIcant limitations) given the review objectives and jnte'nded use of the evidence. 
(c) the evidence does not provide an adequate 'basis for addressing the review objectives or supp;orting the findings 

and conclusions. In these cases, evaluators should not use such evidence as support for finding~ and conclusions. 
d. Evidence has limitations or uncertainties when the validity or reliability of the_ evidence has not been assessed or 

cannot be assessed, given the review Objectives and the intended use of the evidence. Limitations also include errors 
identified by the evaluators in their testing. 'When the evaluators identiry limitations or uncertainties!' in evidence that is 
Significant to the review findings and conclusions, they shOUld apply additional procedures, as i appropriate. Such 
procedures include-

(I) Seeking independent, corroborating evidence from other sources. 
(2) Redefining the review objectives or limiting the review scope to eliminate the need to Use the evidence. 
(3) Presenting the findings and conclusions so that the supporting evidence is sufficient arid appropriate and 

describing in the report the limitations or uncertainties with the validity or reliability of the evidence;, if such disclosure 
is necessary to avoid misleading the report users about the findings or conclusions. 
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(4) Determining whether to report the limitations or uncertainties as a finding~ including any related, significant 
internal control deficiencies. 

4-25. Developing elements of a finding 
a. Evaluators should plan and perform procedures to develop the elements of a finding n&e:ssary to address the 

review objectives. In addition. if evaluators are able to sufficiently develop the elements of a finding. they should 
develop recommendations for corrective action if they are significant within the context of the review objcytives. The 
clements needed for a fin-ding depend entirely on the objectives of the review. Thus, a finding,or set of findings is 
complete to the extent that the review objectives are addressed and the report clearly -relates th9se objectives to the 
elements of a finding. For example, a review objective may be limited to detennining the current -status or condition of 
program operations or progress in implementing legislative requirements! and not the related cause or effect In this 
situation, deVeloping the condition would address the review objective and development of the: other elements of a 
finding would not he necessary. ' 

b. The element of criteria is discussed in paragraph 4-l4" and the other elements of a finding--eondition, effect, and 
cause-follow. ' 

c. Condition is a situation that exists. The condition is determined and documented during the review. 
d The cause identifies the reason or explanation for the condition or the factor or facton:;: responsible for the 

difference between the situation that exists (condition) and the required Or desired state (criteria), which may also serve­
as a basis for recommendations for corrective actions. Common factors include poorly designed pGlicies. procedures, Dr 
criteria; inconsistent. incomplete, or incorrect implementation.; or factors beyond the control of program management 
Evaluators may assess whether the evidence provides. a reasonable and convincing argument for .,yhy the stated cause is 
the key factor or factors contributing to the difference. When the evaluators" objectives include explaining why a 
particular type of positive or negative program perronnance, output, or outcome identified in the -review occurred, they 
are referred to as "cause." Identifying the cause of problems may assist evaluators in making constructive recommenda­
tions for corrective action. Because problems can result from a number of plausible factors oil multiple causes, the 
recommendation can be more persuasive if evaluators can clearly demonstrate and explain with e";'idence and reasoning 
the link between the problems and the factor or factors they have idel;ltified as the cause or causes. Evaluators may 
identify deficiencies in program design or structure as the cause of deficient performance. Evaluators may ,also identify 
deficiencies in internal controJ 1:hat are significant to the subject matter of the' performance re,view as the caUSe of 
deficient performance. In developing these types of findings, the deficiencies in program design or internal control 
would be described as the "cause." Often the causes of deficient program -perlennance are ;:ColJlpJex and involve 
multiple factors. including fundamental~ systemic root causes. Alternatively, when the evaluat~rs' objectives include 
estimating the program's effect on changes in-physical. SQcial~ or econOimc conditions, evaluatorS seek evidence of the 
extent to which the program itself is the «cause" of those changes. 

e. The effect is a clear, logical link to establish the impact or potential impact of the difference between the situation 
that exists (condition) and the required or desired state (criteria). The effect or potential effect identifies the outcomes 
or consequences of the condition. When the evaluators' objectives include identifying, the actUal or potential conse­
quences of a condition that varies (either positively or negatively) from the criteria identified in ~be review, "effect" is 
a measure of those consequences. Effect or potential effect may be used to defIlonstrate- the nee~ for corrective_ action 
in response to identified problems or rel~vant risks. When the evaluators' objectives include ~tii:nating the extent to 
which a program has caused changes in physical. social, or economic conditions, "effect" is a measure of. the impact 
achieved by the program. Tn this case, effect is the extent to which positive or negative cbanges in actual phYSical, 
social. or economic conditions can be identified and attributed to the program. ' 

4-26. Review documentation 
a. Evaluators must prepare review documentation related to planning, conducting, and reporting for each review. 

Evaluators should prepare review documentation in sufficient detail to enable an experienced: reviewer.6 having no 
previous connection to the review, to understand frpm the reyjew documentatiOJl the nature, timing, extent, and results 
of review procedures perfonned, the review evidence obtained and its source and the conclusibns reached, inclUding 
evidence that supports the evaluators' significant judgments and conclusions. Evaluators should' prepare review docu­
mentation that contains support for findings, conclusions, and recommendations before they': issue their report. 

b. Evaluators should design the fonn and content of review documentation to meet the' circumstances of the 
particular revjew. The review documentation constitutes the prinCipal record of the work that the evaluators have 
performed in accordance with standards and the conclusions that the evaluators have reached. The quantity, type. and 
content of review documentation are a matter of the evaluators' professional judgment , 

c. Review documentation is an essential element of review quality. The process of preparing and reviewing review 
documentation also contributes to the quality of a review. Review docwnentation sen-es to~ 

Il An experienced revl7Wer means an individual (wh?.ther jnte~1 or exterria! to the review organization) who possesses the competencies and skins that 
would have enabled him or her to perform the -pelformance reVIew. These competencies and skills include an understanding of the review processes the 
standards!n this regulation and applicable !egal and regulatory requlrements, the subject matter associated with achieving 'the review objectives and tf)e 
issues related to the reviewed entity's environment. ' 
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(1) Provide the principal support for _the evaluators' report. 
(2) Aid evaluators in conducting and supervising the review. 
(3) Allow for the appraisal of review quality. . 
d. Under the standards in this regulation. evaluators should document the following: 
(1) The objectives. scope, and methodology of the review. 
(2) The work performed to support significant judgment.<; and conclusions, including descriptions of transactions and 

reCords examined.7 

(3) Evidence of supervisory review, before the review report is issued, of the work performed that supports findings, 
conclusions, and recommendations contained in the review report. 

e. When evaluators do not comply with applicable requirements in this regulation due to law, 'regulation, scope 
limitations, restrictions on access to records, or other issues impacting the review, the evaluators should document the 
departure fTom the standard requirements and the impact on the review and on the evaluators' conclusions. This applies 
to departures from both mandatory requirements and presumptively mandatory requirements when alternative proce­
dures perfonned in the circumstances were not sufficient to achiev~ the objectives of the standard (se~ paras 5-11a and 
5-11b). 

f Review organizations should establish policies and procedures for the safe custody and re~ntion of review 
documentation for a time sufficient to satisfY legal, regulatory, and administrative requirements for .!records retention, 
Whether review documentation is in paper. electronic, or other media, the integrity, accessibility, and retrievability of 
the underlying information could be compromised if the documentation is altered, added to, or deleted without the 
evaluators' knowledge, or if the documentation is lost or damaged. For review documentatio~ that is retained 
electronically, -the IR organization should establish information systems controls concerning accessing and updating the 
review documentation. 

g. Internal review organizations should develop policies to deal with requests by-outside parties t9 obtain access to 
review documentation, especially when an outside party attempts to obtain information indirectly through the reviewer· 
rather than directly from the,reviewed entity. In developing such policies, IR organizations should determine what laws 
and regulations apply, if any. 

Chapter 5 
Reporting Standards 

5-1. Introduction 
This chapter establishes reporting standards and provides guidance for reviews conducted in accordance with the 
standards in this regulation. The reporting standards for reviews relate to the form of the report, the report contents, and 
report issuance and distribution. 

5-2. Reporting 
a. Evaluators must issue reports communicating the results of each completed review. Evaluators should use a fonn 

of the review report that is appropriate for its intended use ~d is in writing or in some other retdevable form. For 
example, the evaluator may present reports using electronic media that are retrievable by report : users and the IR 
organization. The users' needs will influence the form of the review report Different fonus of reports include fonnal 
v.rr:itten reports, memorandum, briefing slides, or other presentation materials. . 

b. The purposes of review report'> are to---
(1) Communicate the results of reviews to those charged with governance, the appropriate offidais of the reviewed 

entity, and the appropriate oversight -officials. 
(2) Make the results less susceptible to misunderstanding. 
(3) Make the results available to the public, as applicable. 
(4) Facilitate foUowup to determine whether appropriate corrective actions have been taken, 
c. If a review is tenninated before it is completed and a review report is not issued. evaluators jshould follow the 

guidance in paragraph 4-18d. " 
J. If after the report is issued; the evaluators discover that they did not have sufficient, appropriate evidence to 

support the reported fmdings or conclusions, they should communicate with those charged wit~ governance, the 
appropriate officials of the reviewed entity, and the appropriate officials of the organizatioris requiring or arranging for 
the reviews, so that they do not continue to rely on the findings or conclusions that were not supportfd. The evaluators 

Evaluators may meet this requirement by listing flle numbers, case"numbers, or other means of identifying specific documents they examined. They are 
not required to include copies of documents they examined as part of the review documentation, nor are they required to list detaljed information from 
those documents. ' 
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should then determine whether to conduct additional review work necessary to reissue the report 'With revised findings 
or conclusions. 

5--3. Report contents 
Evaluators should prepare review reports that contain-

a. The objectives, scope, and' methodology of the review. 
b. The review results, including findings, conclusions, and recommendations, as appropriate. 
c. A statement about the evaluators' compliance with these standards. 
d. A summary of the views of responsible officials. 
e. The nature of any confidential or sensitive information omitted, if applicable. 

5-4. Objectives, scope, and methodology 
a. Evaluators should include in the report a description of the review objectives and the sc~pe and methodology 

used for addressing the review objectives. Report users need this information t9 understand the purpose of the review, 
the nature and extent of the review work performed the context and perspective regarding what is reported, -and any 
significant limitations in review objectives, scope, or methodology. -

b. Review objectives for reviews may vary widely. Evaluators should communicate review objectives in the review 
report in a clear, specific., neutraL and unbiased manner that includes relevant assumptions, l?cluding why the IR 
organization undertook the assignment and the underlying purpose of the review and resulting: report. When review 
objectives are limited and broader objectives can be inferred by users, stating in the review report that certain issues 
were outside the scope of the review can avoid potential misunderstanding. . 

c. Evaluators should describe the scope of the work perfonned and any limitations, including issues that would be 
relevant to likely users, so that they could reasonably interpret the findings, conclusions, and re~ommendations in the 
report without being misled. Evaluators should also report any significant constraints imposed 0 11 the review approach 
by information limitations or scope impairments~ including denials of access to certain recmds or individuals. 

d. In describing th~ 'work conducted to address the review objectives' and support the reported findings and 
conclusions, evaluators should. as applicable, explain the relationship between the population and the items tested; 
identify organizations, geographic locations, and the period covered; report the kinds and sou~ces of evidence; and 
explain any significant limitations or uncertainties based on the evaluators' overaB assessment of the sufficiency and 
appropriateness of the evidence in the aggregate. 

e. In rep'orting review methodology. evaluators should explain bow the completed review work supports the review 
objectives., including the evidence gathering and analysis techniques, in sufficient detail to anow knowledgeable users 
of their' reports to understand how the. evaluators addressed the review Objectives. When the evaluators used extensive 
or multiple sources of information, the evaluators may include a description of the procedures i perfonned as part of 
their assessment of the sufficiency and appropriateness of information used· as review evider(ce. Evaluators should 
.identify significant assumptions made in conducting the review; describe comparative technique$- applied; descn'be the 
criteria used~ and, when sampling significantly supports the evaluators' findings~ conclusions,; or recommendations) 
describe the sample design and state why the design was chosen, including whether the results dan be projected to the 
intended population. ~ 

5-5. Reporting findings 
a. In the review report, evaluators should present sufficient, appropriate evidence to support the findings and 

conclusions in relation to the review objectives. Clearly developed findings, assist management dr oversight officials of 
the reviewed entity in understanding the need for taking corrective. action. If evaluators are able to sufficiently deve.lop 
the elements of a finding, they should provide recommendations for corrective action if they are significant within the 
context of the review objectives. However, the extent to which the elements for a finding are devieloped depends on the 
review objectives. Thus. a finding or set of findings is complete to the extent that the evaluators address the review 
objectives. 

b. As discussed in chapter 4, even though the evaluators may have some uncertainty about the. sufficiency or 
appropriateness of some of the evidence, they may. nonetheleSS, detennine that in total there is \sufficient. appropriate 
evidence given the findings and conclusions. Evaluators should describe the limitations or uncertainties regarding 
evidence in conjunction with the findings and conclusions, in addition to describing those limitations or uncertainties as 
part of the objectives. scope and methodology. Additionally, this description provides repci;rt users with a clear 
understanding regarding how much responsibility the evaluator,s are taking for the information. Evaluators should 
describe in their report limitations or. uncerta)nties with the reliability' or validity of evidence if-

(l) The evidence is significant to the findings and conclusions within the context of the "review objectives. 
(2) Such disclosure is necessary to avoid misleading the report users about the findings and conclusions. 
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c. Evaluators should place their findings in perspective by describing the nature and -extent of the issues being 
reported and the extent of the work performed that resulted in the finding. To give the reader a basis for judging the 
prevalence and consequences of these findings, evaluators should, as applicable, relate the instances identified to the 
population or the number of cases examined and quantify the results in terms of dollar value, or other measures, as 
appropriate. If the results cannot be projected, evaluators should limit their conclusions appropri~tely. 

d Evaluators may provide selective background infonnation to establish the context for the overall message and to 
help the reader. understand the fmdings and significance of the issues discussed.s When repcirting on the results of their 
work, evaluators should disclose significant facts relevant to the objectives of their work and known to them which, if 
not disclosed, could mislead knowledgeable users, misrepresent the results, or conceal significant improper or illegal 
practices. 

e. Evaluators should report deficiencies9 in internal control that are significant within the Context of the objectives of 
the review, aU instances of fraud, illegal acts 10 unless they are inconsequential within the conte~t of the review 
objectives, significant violations of provisions of contracts or grant agreements, and significant abuse, that have: 
occurred or ,are likely to have occurred. 

5-6. Deficiencies in- internal control 
a. When evaluators detect deficiencies in internal control that are not significant to the objectives of the review, they 

may include those deficiencies in-the report Or communicate those deficiencies in writing to official$ of the reviewe,d 
entity unless the deficiencies are inconsequential considering both qualitative and quantitative factors. Evaluators 
should refer to that written communication in the review report, if the written commill1ication is separate from the 
review report. Determining whether or how to communicate to officials of the reviewed entity deficiencies that are 
inconsequential within the context of the review objectives is a matter of professional judgment. EvaluatorS should 
document 'such communications. Evaluators should include in the review report-

(1) The scope of their work on internal control. 
(2) Any deficiencies in internal control that are significant within the context of the review. objectives and based 

upon the review work performed. 
b. In a perforrriance review, evaluators may conclude that identified deficiencies in internal control that are 

significant within the context of the review objectives are the cause of deficient performance of the program or 
operations being reviewed. In reporting this type of, finding, the internal control deficiency would be! described as the . , 

cause. 

5-7. FraUd, megal acts, violations of provisions of contracts or grant agreements, and abuse 
Q. When evaluators conclude, based on sufficient, appropriate evidence, that fraud, illegal acts, sigriificant violations 

of provisions of contracts or grant agreements; or significant abuse either has occurred or is likely to have occurred, 
they should report the matter as a fmding. 

b. When evaluators detect violations of provisions of contracts or grant agreements, or abuse that are not significant, 
they should communicate those findings in writing to officials of the reviewed entity unless the findings are inconse­
quential within the context of the review objectives, considering both qualitative and quantitative factors. Detennining 
whether or how to communicate to officials of the reviewed entity fraud, illegal acts, violation of provisions of 
contracts or grant agreements, or abuse that is inconsequential is a matter of the evaluators' professional judgment. 
Evaluators should document such communications. 

c. When fraud, illegal acts, violations of provisions of contracts or grant agreements, or abuse either have occurred 
or are likely to have occurred, evaluators may consult with authorities or legal counsel about whether publicly reporting 
such information would compromise investigative or legal proceedings. Evaluators may limit their public reporting to 
matters that would not compromise those proceedings, and for example; report only on infonnation, that is already a 
part of the public record. ! 

5-8. Reporting findings directly to parties outside the reviewed entity 
Q. Evaluators should report known or' likely fraud, illegal acts, and violations of contracts provision Or grant 

agreements, or abuse directly to parties outside the reviewed entity in the following two circumstances.11 

(1) When entity management fails to satisfy legal or regulatory requirements to report such information to external 
parties specified in law or regulation, evaluators should first communicate the failure to report, s'uch information to 
those charged with governance. If the reviewed entity stin does not report this information to the specified external , 
8 Appropriate background information m~y Include Information on how programs and operations work; the significance of programs and operations (for 
example, donars, impact, purposes, and past review work if relevant); a -description of the reviewed entity's responsibflilles; and ,explanation of terms, 
organizational structlJre, and the statutory basis for the program and operations. I 

S As discussed In chapter 4, a deficiency in internal control exists when the design Of operation of a contra! does not aliow management or empl.oyees, in 
the normal course of pertorming their assigned functions, to prevent or detect misstatements in financial or performance information, violations of laws and 
regulations, or impairments of effectlveness or efficiency of operations on e timely basis. 
10 Whether a particular act is. In fact, Illegal may have to await final determination by a court of law or other adjudicative body. Disclosing matters that 
have led reviewers to =nc\ude that an \l\ega\ act Is Ukely \0 have oCcurred is not a final determination of mega\lty. 
11 Internal review organizations do not have a duty to report outside thet entity unless required by law, rule, regulation. or policy. 
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parties ~s soon as practicable after the evaluators' communication with those cbarged with governance, then the 
evaluators should report the information directly to the specified external parties. 

(2) When entity management fails to take timely and appropriate steps to. respond to known or likely fraud .. illegal 
acts, violations of provlsions of contracts or grant agree.ments, or abuse that--

(a) Is significant to the findings and conclusions. , 
(b) Involves funding received direc~ly _ or indirectly from a government agency_ Evaluators should first report 

management's failure to take timely and appropriate steps to those charged with governance. If the reviewed entity 8tiU 
does not take timely .and appropriate steps as soon as practicable after the evaluators' comrimnication with those 
charged with governance. then the evaluators should report the entity's failure to take timeiy and appropriate steps 
directly to. the funding agency_ 

b. The reporting in paragraph 5-8 is in addition to any legal. requirements to report such information directly to 
parties 'outside the reviewed entity. Evaluators should comply with these requirements even if they have resigned or 
been dismissed from the review prior to its completion. 

c. Evaluators should obtain sufficient, appropriate ,evidence, such as confirmation from outside parties, to corrobo­
rate assertions by management of the reviewed entity that it has reported such findings in acc'ordance with laws, 
regulations. and funding agreements. When evaluators are unable to do so. they should report such information directly 
as discussed above. 

5-9. Conclusions 
E~alllators should report conclusions, as appiicable, based on the review objectives and the reyiew findings. Report 
conclusions are logical inferences about the program based on the evaluators' findings, not merely a summary of the 
findings. The strength of the evaluators' conclusions -depends on the' sufficiency and appropriateness of the evidence 
supporting the findings and the soundness of the logic used to fommlate the conclusions. Conclusions are stronger if 
they lead to the evaluators' recommendations and convince the knowledgeable user of the. report that action is 
necessary. 

5-10. Re<::ommendations 
a. Evaluators should recommend actions to correct problems identified during the review and to impTOve programs 

and operations when the potential for improvement in programs, operations, and perfonnance is substantiated by the 
reported findings and conclusions. Evaluators should make recommendations that flow logically ''from the findings and 
conclusions) are directed at resolving the cause of identified problems, and clearly state the ~ctions recommended. 

b. Effective recommendations encourage improvements in the conduct of government programs and operations. 
Recommendations are effective when they are addressed to parties that have the authority :to act and when the 
recommended actions are specific, practical, cost effective, and measurable. 

5-11. Reporting evaluators' compliance with standards 
G. When evaluators comply with all applicable standards. they should me the following language, which,represents 

an unmodified standards compliance statement, in the review report to indicate that they pet'fonned ,the review in 
accordance wi¢. standards: 'We conducted this performance review in accordance with standa$ in AR 11-7. Those 
standards require that we plan and perfonn the review to obtain sufficient, appropriate evidence tp provide a reasonable 
basis for our findings and conclusions based on our review objectives. We believe ~at the evidence obtained provides 
a reasonable basis for our -rmdings and conclusions based on our review objectives." ' 

b. When evaluators do not comply with all applicable AR 11-7 standards, they should include a modified compli­
ance statement in the review report. Evaluators should use a statement that includes the languag~ in a, above, modified 
to indicate the standards that were not followed. 

5-12. Reporting views of responsible officials 
a. Providing a draft report with findings for, review and comment by respo~sibJe officials of the reviewed entity and 

others helps the evaluators develop a report that is fair. complete, and objective. Including the views of responsible 
officials' results in a report that presents not only the evaluators' findings, conclusions, and recommendations, but also 
the perspectives of the responsible officials of the reviewed entity and the cbrrective actions they plan to take. 
Obtaining'the comments in writing is preferred, but oral comments are acceptable. 

b. When evaluators receive written comments from the responsible officials. they should include in their rwort a 
copy of the officials' written comments, or a 'summary of the comments received. When tbe responsible officials 
provide oral comments only, the evaluators should prepare a summary of the oral comments and, provjde a copy of the 
summary to the responsible officials to verifY that the comments are accurately stated. 

c. Evaluators ·should also include in the report an evaluation of the comments, as appropriate, In cases in which the 
reviewed entity provides technical comments in addition to its written or oral comments on the -report, evaluators may 
disclose in the report that such comments were received. : 

d Obtaining oral comments may be appropriate when, for example, there is a reporting dai~ critical, to meeting a 
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user's needs; evaluators have worked closely with the responsible officials throughout the <:onduct at'the work and the 
parties are familiar with the findings and issues addressed in the draft report; or the evaluators do :not expect major 
disagreements with the draft report's findings, conclusions, and recommendations, or major controversies with regard 
to the issues discussed in the draft report. 

e. \Vhen the reviewed entity's comment<; 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 com­
ments, 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 e\Jidence. 

f If the reviewed entity tefuses to provide, comments or is unable to provide comments within a reasonable period 
of time, the evaluators maY issue the report without receiving comments from the reviewed entity. In such cases, the 
evaluators should indicate in the report that the reviewed entity did not provide' comments. ' 

5-13. Reporting confidential or sensitive information 
a. If certain pertinent infonnation is prohibited from public disclosure or is excluded from a report due to the 

confidential or sensitive nature of the' information; evaluators should disclose in the report that certain infonnation has 
been omitted and the reason or other circumstances that makes the omission necessary. 

b. Certain information may be classified or may be otherwise prohibited from general disclosure by Federal, state, or 
local laws or regulations. In such circumstances, evaluators may issue a separate, classified or limited..,official-use 
report containing such infonnation and distribute the report only to persons authorized by law or· reg!Ulation to receive 
it. 

c. Additional circumstances associated with public safety and security concerns could also justifY; the exclusion of 
certain infonnation from a publicly available or widely distributed report. For example, detailed infoimation related to 
computer security for a particular program may be excluded from publicly available reports becaus,e of the potential 
damage that could be caused by the misuse of this infonnation. In such circumstances, evaluators may issue a limited­
official-use report containing such infonnation and distribute the report only to those parties responsible for acting on 
the evaluators' recommendations. The evaluators may consult with legal counsel regarding any requirements or other 
circwnstances that may neces..<;itate the omission of certain· information. 

d Considering the broad public interest in the program or activity under review assists evaluators when deciding 
whether to exclude certain_ infonnation from publicly available reports, When circumstances call for omission of certain 
information, evaluators should evaluate whether this omission could distort the review results or co~ceal improper or 

. illegal practices. ! 
e. When review organizations are subject to public records laws, evaluators should, detennine whet~er public records 

laws could impa~t the availability of classified or limited-official-use reports and determine whether other means of 
communicating with management and those charged with governance would be more appropriate, For example, the 
evaluators may communicate general information in a written report and communicate detailed inf~nnation verbally. 
The reviewer may consult with legal counsel regarding applicable public records laws. 

5-14. Distributing reports 
Q. Distribution' of reports completed under this regulation is in accordance with paragraph 2--4c of this regulation. 
b. Evaluators should document any limitation on report distribution. The following discussion outlines distribution 

for reports completed under this regulation: . i 

(l) Review organizations in government entities should distribute review reports to those charged 'with governance, 
to the appropriate officials of the reviewed entity, and to the appropriate oversight bodies or organizations requiring or 
arranging for the reviews. 

(2) Evaluators should also distribute copies of the reports to other officials who have legal ove~ight authority or 
who may be responsible for acting on review findings and tecommendations, and to others authoriz~d to receive such 
~. . 
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Appendix A 
References 

Section I 
. Required Publications 

AR 1l~2 
Management Control (Cited in paras 1-4d(l3) and 2~7.) 

AR 36---2 
Audit Services in the Department of the Army (Cited in paras 1-4c(3) and 1-4d(l5).) 

Section II 
Related Publications 
A related publication is a source of additional information. The user does not have to read- :jt to understand this 
regulation. 

AR 215--1 
Military Morale, Welfare, and Recreation Programs and Nonappropriated Fund Instrumentalities 

GAO-07~731G 

Comptroller General of the United States Government Auditing Standards (GAS) 

DOD Directive 7600.2 
Audit Policies 

DOD Instruction 7600.6 
Audit of Nonappropriated Fund Instrumentalities and Related Activities 

DOD 7600.7-M 
Internal Audit Manual 

DOD Directive 7650.3 
Follow-up on General Accounting Office, DOD Inspector General, and Internal Audit Reports 

FM 10~22 
Installation Management 

FM 101-5 
Staff Organization and Operations (Available at http://WWVI.adtdLarrny.milJatdls.htm.) 

The Institute of Internal Auditors Web site 
http://www.thelia.org 

Section III 
Prescribed Forms 

. This section conta~ns no entries. 

Section IV 
Referenced Forms 
DA Forms are available on the Anny Publishing Dlrectorate Web site (http://www.apd.a~y.mil) 

DA Form 11~2~R 
Management Control Evaluation Certification Statement (LM) 

DA Form 2028 
Recommended Changes to Publications and Blank Fonns 
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Appendix B 
Management Control Evaluation Checklist 

B-1. Function 
The function covered by this checklist is the Army Internal Review Program. 

B-2. Purpose 
'fhc purpoSe of this checklist is to assist IR Chiefs· and IR personnel in evaluating the key intemal controls outlined 
below. It is not intended to cover all controls. 

8-3. Instructions 
Answers should be based on. the actual testing of key internal controls (for example, document analysis, direct 
observation, sampling, slmulation, otber). Answers that indicate deficiencies should be explained and, corrective action 
indicated in supporting documentation. Certification this evaluation has been conducted should be acct;Jmplished on DA 
Form 11-2..-R (M.anagement Control Evaluation Certification Statement (LRA)). 

B-4. Test questions 
a. Do all IR personnel complete, every two years, at least 80 hours of CPE that directly enhance the individual's 

professional· proficiency? Are at least 24 of the 80 hours of CPE directly -related to the individual'~ assigned duties? 
Axe at least 20 of the 80 hours completed in anyone year of the two-year period? 

b. Is an IR quality assurance program established and implemented in, accordance with AR 11-7? Has the IR 
program undergone an external quality review not less than every three years, with quality review in the intervening 
years conducted by the IR Director? 

8-5. Supersession 
There is no previous checklist for this functional area. 

8-6. Comments 
Help to make this a better tool for evaluating internal controls. Submit comments to Office of the hssistant Secretary 
of the Army (Financial Management and Comptroller) (SAFM-FOI), 109 Army Pentagon, Washington, DC 
20310--0109. 
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Glossary 

Section I 
Abbreviations 

ACOM 
Army Command 

ASA (FM&q 
Assistant Secretary of the Army (Financial Management and Comptroller) 

Asee 
Army Service Component Command 

COSO 
Committee of Sponsoring Organization of the Treadway Commission· 

DA 
Department of the Amly 

DAsA (FO) 
Deputy Assistant Secretary of the Army (Financial Opera~ions) 

DOD 
Department ·of Defense 

DODIG 
Department of Defense Inspector General 

DRU 
Direct Reporting Unit 

FOlA 
Freedom of Information Act 

GAGAS 
generally accepted government auditing standards 

GAO 
Government Accomitability Office 

HQDA 
Headquarters, Department of the Army 

IR 
internal review 

NAFI 
nonappropriated fund instrumentalities 

NCB 
National Guard Bureau 

USAAA 
U.S. Army Audit Agency 

USPFO 
U.S. property and fiscal officer 

AS! 
~dditional skill identifier 
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ePE 
continuing professional, education 

SAP 
special access programs 

SI 
skill identifier 

Section II 
Terms 
This section contains no entries. 

Section III 
Special Abbreviations and Terms 
This section contains no entries. 
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R2 Fee Study Kick Off Meeting 

January 9,2008 

CECOM -- PEO C3T -- PEO IEW&S -- PEO-EIS --CERDEC 
CECOM LiFE CYCLE MANAGEMENT COMMAND 



R2PO Cost Center Overview 

R2Program Office 

Performance 
Work Statement 

(PWS) 
Specialists 

;~<krilrliiiiiii( 
Work 

Statement 

Pre-Award 
Specialists 

>'A~~;d"trJ' . 
Tusk Orrier 

Post-Award 
Specialists 

c::2_. '_. _=' ===,=nt=er=n=81=o=p=e=ra=lio=n=S=G=ro=u=p=' ====::::~::::' :::: .... ::::. =' =--

.. CECQM -- PEO C3T -- PEO IEW&S --PEO-EIS --
CECOM LiFE CYCLE MANAGEMENT COMMAND 



As of 9 January 2006 
~735~2 

,,29518 

Pre--AWHrd Om: 

.ts)g~i 
x7474-0 

.21\1"\ 

PEO C3T PEO IEW&S -- PED-EIS CERDEC 
\~"t~.' !b ;'\f£iii;j:,!i~';;;'1{;:;';;';;';;';" ;;.,'.,.'; P~f9P! LIFE CYCLE MANAGEMENT Co~g'''i' " ;;;1i!",Hf~$iif!ti/?!lj~'ltfJ~l~l~~~j; 



Planned Approach 
Gather 'Cost' Parameters for all R2 cost center components 

- Determine costs for each "organization" within R2 

- Extract "volume" and "flow" measures from the R2 application 

• Create Initial Models For Categorizing Task Orders and Segmenting Customers 

Interview management to gather data on contract categories and segmentation 
(characteristics and examples) 

Create a "task order" characterization matrix and customer 'isegmentation" matrix 

Refine the Model for Categorizing Task Orders 

Schedule meeting with various representatives from the cost center components 
(PWS, Pre-Award, Vouchers, IT, etc.) to review / refine the model 

Synthesize a specific task order model from the data residing in the R2 application 
and the data collected during our information gathering sessions 

Synthesize a Pricing Strategy for Services 

- Develop a "pricing" model for task orders based on the cost data and the 
segmentation 

Validate the Proposed Task Order and PriCing Models Using the Collected Examples 

CECOM --PEOC3T-- PEO IEW&S --. PEO-EIS ---CERDEC 
CECOM UFE CYCLE MANAGEMENT COMMAND 



Pricing Offer/Strategy 

Will pricing be available by: 
- One price per year per customer for all 

contracts 

- Ala carte - pay for each contract 

- Price for very small customers 

- Price for very large customers 

- Charge for establishing contract for new 
customer 

CECOM -- PEO C3T -- PEO IEW&S -- PEO·EIS --CERDEC 
CECOM LIFE CYCLE MANAGEMENT COMMAND 



Issues/Next Steps 

- We need data extractions from the R2 applications. 
Who will work with us from the R2 IT team? 

- Who should we work with in determining the costs 
model from 'Performance Work Statement (PWS) 
Specialists', 'Pre~Award Specialist' and 'Post-Award 
Specialist'? 

- Who should we work with to find cost of human 
resources from each of the boxes on the R2 
organization chart? 

- How are the costs for services provided by other 
organization determined? [Legal, OCONUS, 
Security, DCMA, Acquisition center] 

CECOM -- PEO C3T ._-- PEO IEW&S -- PEO·E!S --CERDEC 
CECOM LIFE CYCLE MANAGEMENT COMMAND 
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G8 Response 
To 

R2 Presentation 

Command Analysis Office 
CECOM LCMC G8 
26 Mar 2009 
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Purpose 

$ R2 Admin Support Cost IPT developed a solution for the R2 
Office Support Cost that compiies with the Economy Act. 

$ The planned execution of the solution has created additional 
challenges within the internal operations of the R2 Office. 

• The desired outcome of this briefing is to develop solutions to 
the identified roadblocks. 
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Agenda 

• Provide background info. 

• Define requirement. 

• Identify proposed solution to date. 

• Present challenges. 

• Facilitate discussion and obtain solutions from 
comptroller and management accounting. 
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Background 

~ Currently, each customer is provided an estimate for R2 
support cost. 

.. R2 accepts funding for its support from customer as 
"reimbursable, creates a JOAN, and places funding into a 
"JOAN pool", where it retains its unique accounting 
classification. 

*' Execution of "JOAN pool" covers ali R2 annual operating 
expenses with 1,4 year allowable carryover. 

.. R2 ADDED: "JOAN pool" is the system where all active JOANs 
are held pending cost application against funds. 
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Requirement 

The Economy Act (31 USC 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 identifiable to the 
customer order 

III .. .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. 
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Proposed Sol ion to Suppo Cost 

@ Step 1 - Provide Pre and Post award customer estimates based 
on established cost pools developed from historical data. 

• G8 Response: 
Continue to develop customer cost estimates. 

Page 6 of 27 



To-Be Support Cost Process 

• STEP 1a: 
- R2 provide customer estimate in two parts • Part 1 Pre-Award 

effort and Part 2 Post-Award support for their job (CR#) 

~ CR# 

( R2 ) ~===========: otal~:~mate) 
~ Customey 

- Estimate based on cost poo!s for various aspects of task 
orders 

- SEC will automate estimating system or commercial software 
program will be utilized 

- IPT is reviewing cost pools/estimating process/tools 
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Be Suppo Cost rocess 

Ij STEP 1 : from previous page 

.. G8 Response: 

Recommend estimate be based on standard hourly rate x # 
estimated hours to be performed. 
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To .. Be Support Cost Process - Cont'd iF! ij 
It STEP 1 b: 

- Customer provides funding to R2 office via MIPR(s) which are 
accepted direct and reimbursable "JOAN Pool" 

~ JOAN#-+ 

Direct -"ect~ PWD 
~ R2 ' 

Program 
Contracts 

(3G) 

- This process is currently automated in the R2 Budget 
application 

" G8 Response: This concept appears to be adequate at Step 1 
uA'.' level. 
"'''&'''.~';a .. ' .IS· .. 'Fl. 

mi<f' 
if 
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Sol 

@ Step 2 - Develop and integrate software tools (time tracking, 
budget, contracts) to identify and track actual costs to each 
customer. 

$ G8 Response: 

Establish milestone events with dates for system 
implementation, 
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To-Be Support Process (cont'd) 
.. STEP 2: 

- Pre-Award work begins and time tracking starts 
~~ 

R2 

Hours Automated 

c~--~ 
Time Tracking 

System By 
CR# 

I-R=--e=-=po:':"'::r'::-t -11>\ System 

~GAL 
• Time tracking system will be a commercial application 

• R2 ADDED: Automated System stores the completed 
details. Produces statements and reports. To be matched 
with funds received (in development). 

'" G8 Response: Supports time tracking system. 
ff/UIl 
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To~ S pport Process -
@ STEP 3: Reconciliation 

- Pre-Award work is complete and customer's direct cite funds are 
obligated on contract and pre-award actual hours can be calculated to 
give us a total pre-award cost 

Actual Hours X Rates 
+ Overhead (indirect and other direct_costs) 
Total Pre-Award Cost 

1, Reconcile Pre-Award Costs with customer. Reconciliation is on paper to 
customer (Estimate $500, Actual $450, we return $50 to customer from their 
JOAN) 

Return customers exact same funds 
3. Collect additional funding if needed 

• G8 Response: 1. Recommend funds not be returned at this point as customer 
may require additional service on contract. 

Return funds to funds received. 
funds 
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Question? 

" Does the Economy Act require that customer funds (JOANs) be 
expended against the customer's actual costs or can they be 
expended against program costs? 

• Alternative 1 and 2 detail each approach 

• GS Response: Customer funds can not be expended against 
program costs and must be expended against actual costs of 
services provided to customer. 
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Ste 4 - Altern i 1 
Expenditure Customer s by 

C stamer's Actual costs 
II Step 4 ~ 

- Each JOAN will be sub-divided into labor + Overhead + KTR 
:::iU~)port to expended against actual 
costs 

/~~ _____ ~ ~~ LABOR $ -- ATAAPS 

/ " ....... JOAN1 _______ ..... OH $ 

/ R2 '\ -----------. KTR Support - direct and/or Indirect 

( Operating \ 
I Expense; ~ LABOR$--ATAAPS 

\ 3,000 JOAN2 ~-I> OH $ 

\\ JOAN s ~ KTR Support _ ""ect andlor indirect 

~ _________ ~/ ~ LABOR $ -- ATAAPS 

JOAN3 ~~ OH$ 

----------. KTR Support - direct and/or indirect 
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Step 4 - Alternative 1 (cont' d) 
Expenditure of Customer Funds by 

Customer's Actual costs 
II Step 4 - from previous page. 

® G8 Response: Approach appears feasible in that R2 would have 
available funds to return to the customer. 

::,",;'.j'. 

ruuiI 

- Dependent on multiple JOAN contract. 

- Facts: Increased workload for R2. 

Provides clear audit trail. 

Contract Officer determines type of contract. 

Contract is considered commercial therefore it is FFP 

C
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pend 
Step 

re of 
HC'n>nati 2 

ustomer Funds by prog 
cost 

f./~\ jOp.~ '\ Expense 1 --- Placed on Contract 

(
Operating JOAN 2 
Expenses .. Expense 2 Ii> Credit Card 

\ 

3,000 
JOANs 

~,_ Expense 3 • Labor 

• Expense are paid on "first I first to expire I first out" method 
• Program's Actual costs are disbursed on each customer's JOAN Its. 

customer's actual costs disbursed on each customer's JOAN (alternative 2) 

<& G8 Response: This alternative neither meets the requirements 
of Economy Act nor the Purpose, Time, and Amount 
provisions of the Financial Management Regulation (FMR). 

' .. Alternative 2 I 
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Challenges to Expenditure g ij 
Question 1 

• Applies to Alternative 1 and 2 
.. 1. Contractor support contract is FFP, for work effort, not 

number of people. How do we account for contractor support for 
the direct portions of the workload? (They can not be placed in 
overhead, as they are direct.) 

• Impact: Support contracts for R2 

.. G8 Response: 1. Use average standard rate for contractor 
support 
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II ges Expe dit re II c---, 
i--, I~ ,'-' , ~ 
rtto:l '(,,/ 

Q estio 1 

® Applies to Alternative 1 and 2 
$ How do we account/explain for the difference in rates between 

government and contractor support in our estimates? In some 
do know if it will be government or contractor 

support for the task order. 

@ R2 ADDED: There is no difference in work distribution. 

® Impact: Support contracts for R2 

.. GS Response: 2. Combine the rates for government and 
contractor support to arrive an hall rate. Utilize 
this hourly rate that has been estabii all 
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Challenges to Expenditure 
Question 2 

• Applies to Alternative 1. 
• 1. Current SA internal support contract is FFP. R2 must fully 

fund each line item with one PWD. Using multiple PWDs is not 
allowed. 

• Impact: Funding R2 Support Contract 

• G8 Response: 1. Recommend negotiation with the Contracting 
Officer for a type of contract other FFP that allows multiple 
JOANS. 
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Ii 
Question 2 (co t) 

'",IJ'IJ,ies to Alternative 1" 
• 2. How do we fund this contract if each JOAN be billed for the support 

• What are the mechanics for charging these costs back to the customer if we 
can place multiple PWDs on contract? 

• Impact: Funding Support Contract 

~ GS Response: 
Current procedures which do not allow multiple JOANS on the FFP 

contract limit R2 to the use of one selected JOAN. 
- 3. Under current limitations customer costs should be transferred from the 

FFP Contract to customer JOANS as soon as possible, Use the current R2 
,,,,cc'!om 10 transfer costs, 
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Challenges to Expenditures 
Question 3 

• Alternative 2 
• If we use a JOAN on contract, and after reconciliation have to return funds, 

we can not return the exact funds as they are already on contract and may 
have billed or may not be able to be removed. 

• Impact: Support contracts for R2, inability to return exact funds sent to R2. 

• G8 Response: 
• 1. Alternative 2 does not comply with the Economy Act provisions. Customer 

funds in excess of the actual cost of services must be returned to the 
customer. 

1f.II/II 

2. Do not utilize 100% of any JOAN on the FFP contract for contractor 
support. Any unutilized funds will be held to cover other actual costs and 
possible return of excess funds to customer. 
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c II 9 
Q estion 

~ Applies to alternative 1 and 
• Actual support costs can be calculated for 1st 3rd quarter. With over 3,000 

JOANs, actuals can not be calculated for 4th quarter as there will not be enough 
time to close out all the JOANs. Can estimates be develop 4th quarter costs 
at of 310 quarter, and be used to bill the customer, to close out all 
,JOANs? 

• Impact: OMA customers (cannot use returned funds in timely manner, R2 
closing out books on time) 

• Recommended solution: Use estimates as actual!> for 4th quarter to reconcile, 
R2 ADDED: R2 feels that it is unrealistic to estimate for only September as they 
have 3,000 JOANS (70% expiring funds) this includes all MIPRs, options with 
various funds, 

• G8 Response: Use estimates as actuals 
Estimates should I possible costs, 

September only to reconcile, 
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Challenges to Expenditures 
Question 5 

II Applies to alternative 1 and 2. 
• 1. Actual support costs could dramatically increase if a large problem develops 

on a task order (protest, stop work, etc). 2. What happens if the customer has no 
more funding to pay our support costs to resolve the issue? 3. How do we 
account for it? 4. Do we continue support? R2 ADDED: Mission is to manage 
direct cite contract for customer. 

• Impact: Task Order Mission, Potential R2 funding shortfall 

G8 Response: Keep records of all costs regardless of fund availability. 
1. If an infrequent large problem occurs funds should be requested from the 

customer. 
2. Do not continue unfunded support. 
3. If support is not provided R2 has nothing to account for. 
4. Support ceases when funding is totally expended. 

uniN' .. NO. te}nl unavoidable costs will be considered overhead. 
'lill!r:;. "'~ IS . P' '~, ~ 
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lIenges 
Question 6 

• Applies to alternative 1 and 2. 

res 

• Most OMA Customers who place a task on contract in 2nd , 3rd or 4th quarter 
will require slipport il1to the next FY, They will only have that year's 
OMA to support the effort 
1. How do we collect OMA for support that crosses the fiscal year? 

Can over the OMA as ollr support non-severable? 
3,What budget mechanism do we use that? 

• Impact: Task Order Mission,OMA customers, Potential R2 funding shortfall 

• G8 Response: 
1, You don't The only alternative is to request OMA funds for the next fiscal 
year from the customer. 
2, R2 support is severable as it is performed by a government Activity which 
does not have carry-over authority, OMA funds can not be carried over for 
this purpose, 

contract award, OMA funds can be carried OlleF on 
contractor services award to monitor/close direct 

Page 2-1 of 27 



Challenges to Expenditures 
Question 7 

" Applies to Alternative 1 and 2. 
• What is a reasonable adjustment amount when reconciling for 

returning funds? There is a cost in time and money for 
returning funds to each customer. 

• Impact: R2 and DCSRM Workload, customer satisfaction 

• Recommended solution: Adjustment amount should be $1,000 
or more for returning funds. 

• G8 Response: Excess funds will be returned to customer. 

AMC has issued a memo, dated 17 May 2006, which establishes 
a $250 billing price variance threshold for cost reimbursable 

Tf~M orders which will be written down at year end. 
iif£~C:4/SR Page 25 of 27 



II ges 
Q estion 

II Applies to Alternative 1 and 2, 
• AF policy now requires an FSA to accompany the support 

Many of our other customers prefer an FSA for management 
pu 1, Do we need to reconci the costs if support 
cost was agreed upon in a FSA? 

2,.Is it command policy that all FSAs should be reconciled? 

• Impact: R2 Workload j customer satisfaction, 

$ G8 Response: 1. FSAs are not reconciled) however, associated 
nding documents reconci 

it is command po 
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Impact on R2 Office 
Staffing and Costs 

$ R2 internal budget will increase based upon the required 
changes: 

- # of budget staff to increase 5 -10 people depending on 
requ i rements 

- Require a GS·14 Business Operations Manager to oversee 
this process 

- Software cost for time tracking systems, accounting system, 
etc. Estimate: $250K 

- Costs will be passed down to customer 

" G8 Response: Agree that these are reasonable costs to be 
"" charged to the customer. 

fEJlM 
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AMSEL-LG 3 1 March 2009 

MEMORANDUM FCIRmiIHilHmmmlliIHilHmm, Cmrrptroller, CECOM.Life Cycle Management 
Comil1aljd G8 

SUBJEct: Fee. for Service Charges 

1. The statutorylegaJ ·authority thq! permits one Gavenunentorganization to plac"anordod'or 
,,'DOds ar services with.another Government organization is 31 U.S.C. § i 535,commonJy kllown 
as "The Economy Act". 

2. The ECOLlomy Act provides that,ifcertain conditioilsexist;the head of an agency or major 
org3)lizatjol1il! ullit wi thill anagcricy may· place an order with a maj or organ izationai unit \dthin 
the same agcncy ar another agency for g{)ods Of services. 

3. Public Law 103-355 (the Federal Acquisition Streamlining Act Of 1994,al.0 referred te) as 
FASA), Title 1, Sectj{)n 1074, October 13,1994,108 Stat. 3271, provided that the Federal 
Acquisition Regll1ation (FAR) was to be revised (0 include regulations governing the exercise of 
autbority tlllcler scction . .l535 oftitie 31 (the Economy Act}for Federal agencies to purchase 
goods and services tlnder c.ontracts entered into {)f admuiistered by other agencies, i.e., Economy 
Act. purchases, 

4. FASA also prescrihed thecOlltent oflhe FAR regulations. Among its other mandates,.FASA 
required that tbe FAR prohibit ·any payment to thcagency filling a purchase order of "any ree 
tIla! exceeds the actual cost or, if tI,e actual coSt is not known, the estjmated cost of ~Iitering 
i11to andadmi11isterillg tbe contract or other agreement under which the order IS filled." 
(clnphasis added) . 

·5. The FAR, atSubpa.tt 175,illlpkn1ented the stattltoryrequirement~. SpcciticaLly,thefA.]R 
stlJ.tes at FAR 17.S05(d): 

If the Economy Act order requires usc of a contract by the 
.serviCing agency;- then in l1U event, shall the sel'viclng 'agency, 
require. or tbe req~liring agency pay, any fee or charge in exc.ess 
afthe actual cost(or estimated 60st iflbe actual cost is not knOWll) 
of entering into and administering tbe contract or other agreement 
under which the order is filled. 

6. Cleatlythel1,hy implicatjon, the servicing ag"ncy is penni tted to charge a fee forthe actual 
cost, ~r estiUiat~d cost ifthe.aritualcost is Uilkllown~ of entering into and-adniinistering'th'e 
c911tractalldsllbscquent delivery orders. 



AMSEL-LG· 
SIJBJECT: Fee for Service Charges 

. 7, As stated by the General Accounting Office (now the Government Accountability Office, or 
GAOj in Decision of Associate General Counsel !(jpplin~er. B-2S0377. Januruy 28, 1993, actual 
costs "inCludes all direct costs attributable to providing the goods OT services ordered, as wen."s 
indirect costs funded our of the perfonning agency's currently available appropriations thai bear a 
significant relationship to providing the goods or services'.'. \Vhether a charge is reasonable under 
the Economy Actmay include consideration of factors such as the condition of the performing 
agency's accQwlting "ystern and the volume of the performing agency's Economy Act 
transactions. However, the performing agency 1:l1ay not use the fees to augluent its agency~s 
appropriation. ld. 

8. The GAO alSo assessed tJle reasonableness of'aetualcosls' charged by a federal entity in III 
Re Federall>-1ediation and Conciliation Service - Propriety of Financial Management Service 
Charges under the Economv Act, B-257823, January 22,1998. As explained in this decision, ihe 
Financial Management Service (FMS) provided acco\mting services to agencies and 
organizations on a reimbursable basis. WitJlin FMS, a Center for Applied Financial Management 
(the Centt,'Tj was established. witi) its own st!lff, eq(,iprnent and office space. "Its sole purpose is 
to perform work and provide services to its customers." A customer with an Economy Act order 
for the Center questioned the methodology used to calculate the actual costs of providing these 
services. Id. at *1. Nevertheless, GAO reviewed that methodology of detelwining·actual costs, 
and found it reasonable. The language GAO employed to describe the parameters of the 
Economy Act is notable: 

Agencies possess some flexibility in applying the Act's 'actual cost' standat'd to 
specific situations, so long as tbere is reasonable assurance that the performing 
agency is reimbursed for its costs without the ordering or the perfoID11ng agency 
augmenting its appropriations. Thus, we have not objected to the use of a 

. standard cost for items pro\-;ded -out ofin\fentory, or to a standard level user cost 
for the use a f storage space. from a fiscal law perspective, our COllceJ1] is whether 
reimbursements are based on reasonable standard cost determinations that do not 
augmenCappropriations or othenvise nm afoul of the Economy Act. 

It is not our role to recreate FMS' computation of billable homs but to assess its general 
ac.cw-acyas a 1!I,eans to recover tlactual costs" consisten1 with the dictates of the Economy 
Act. The test is whether tbc computation of standard cost produces a reasonable 
approximation of f\ctual costs. not exacting precision.· 

ld. at *.3-4 (internal citations omitted). 

9. Since the requiring acti"~ty usually wants to know the cost of services "up front', these costs 
are most often estimated. This can be done using any reasonabie method. The estimate couldbe 
perfonned on an individual delivery order basis, whereby the fulfilling agency or center would 
estimate the: costs for engineering, program management, acqulsitiol11 clerical, etc. to amve at a 
fee for that particular delivery or task order. Another acceptable method w0111d be to nse a 

2 



AMSEL-LG 
SUBJECT: Fee for Service Charges 

fbmlUJa to arrive at the best estimate orllle customers' fair share of the actua.l cost of entering' 
into and administering the con(mc( and the delivery ordersPlltced against it. The decision 
regarding which method to use should be based on, among other things, the naIDre 6r111<) 

c.ontract, the structure oft11e program management, the vo!:ume of delivery Or task or4ers 
anticipated; and tile accounting system being used. 10 any case, the center filling the order Is 
pronibited(by statute and regulation) from charging more than fhe estiolated cost. 

10. Point of contact 
9815, or ""muil: 

3 

Office onlle ChiefCounBel, at (732) 532-
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MEMORANDUM FOR 

SUBJECT: Fee for Service Charges 

1. The statutory legal authority that pennits one Government organization to place an 
order for goods or services with another Government organization is 31 U.S.C. 1535, 
commonly knavin as "The Economy Act". 

2. The Economy Act provides that, if certain conditions exist, the head of an agency or 
major organizational unit within an agency may place an order "With a major 
orgrulizat10nal unit within the srune agency or another agency for goods or services. 

3. Public Law 103-355 (Federal Acquisition Strerunlining Act of 1994, also referred to 
as FA SA), Title I, Section 1074, October 13, 1994, 108 Stat. 3271, provided that the 
Federal Acquisition Regulation (FAR) was to be revised to include regulations 
governing the exercise of authority tmder section 1535 of title 31 (Economy Act) for 
Federal agencies to purchase goods and services under contracts entered into or 
administered by other agencies, i.e., Economy Act purchases. 

4. FASA also prescribed the content of the FAR regulations. Among its other mandates, 
F ASA required that the FAR pl"ohibit any payment to the agency filling a purchase 
order of "any fee that exceeds the actual cost Qr, if the actual cost is not known, 
the estimated cost of entering into and administering the contract or other 
agreement under wbich the order is filled." (emphasis added) 

5. The FAR, at Subpart 17.5, implemented the statutory requirements. Specifically, the 
FAR states at FAR 17.S05(d): 

If the Economy Act order requires use of a contract by the 
servicing agency, then in no event shall the servicing agency 
require, or the requiring 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. 

6. Clearly then, by implication, 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. 



7. As stated by the General Accounting Office in Decisibn of Associate General Counsel 
Kipplina.er,B-250377. January 28,1993, actual costs "includes all direct costs 
attributable to providing the goods or services ordered, as well as indirect costs 
funded out of the performing agency's currently available appropriations that bear a 
significant relationship to providing the goods or services'~. Whether a charge is 
reasonable under the Economy Act may include consideration of factors such as the 
condition of the perfonning agency's accopnting system and the volume of the 
performing agency~s Economy Act transactions. However, tbe performing agenc)! 
may not nsc the fees to augment its agency's appropriation, id. 

8. Since the requiring activity' usually wants to know the cost of services ~':up from\ 
these costs are most often estimated. This can be done using any reasonable method. 
The estimate could be performed on an individual delivery order basis. whereby the 
fulfilling agency or center would estimate the costs for engineering~ program 
management, acquisition, clerical~ etc_ t.o arrive at a fee for that particular delivery 
order. Another acceptable method would be to use a fOlmula to arrive at the best 
estimate of the customers' fair share of the actuai cost of entering into and 
administering the contract and the delivery orders placed against it. The decision 
regarding which method to use should be based on, among other things, the nature of 
the contract, the structure of the program management, the volume of delivery orders 
anticipated, and the accounting system being used. In any case, the center filling the 
order is prohibited (by statute and regulati0l1) from charging more than the estimated 
cost. 

9. At CECOM, for example, the Rapid Response to Critical System Requirements 
R:1CSR) program uses the formula approach. To learn more about the derivation of 
the estimated cost formula and the methods cun-ently used to track the actual 
administrative costs of that program, contact x74369 or (732) 427-

4369; e-maillllllllIl11111I111Jgl'2iJill,lQlDd'ilJI"'Jr.jl: 

10. Point of contact for this action is 
x23227 or (732) 532-3227; e-mail 

IlIJIIlIIIT;?, Office of the Chief Coullsel, 

Counsel 



CECOM ATTORNEY 
r • 

Subject: 
Attachments : 

Thursdav, March 20, 2008 8:19 AM 
R2 ~roject Officer 

CECOM AttoRNEY 
FW: Fee Memo 
Legal CECOMA1TORNH memo on fee. doc 

. 1 have reviewed the memo, double-checked GAO cases, the FAR, as well as the 000 FMR. 
The memo is still valid from a legal perspective. Basically 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. 

How the R2 office calculates reimbursements is obviously a finance issue, as there is 
detailed guidance in the FMR Vol llA, Ch. 1, e1e2e3, and more specifics i.n Ch 3, para 8386. 
You may want to revalidate R2's methods of reimbursement with them to ensure it is still on 
traci<. There have been relatively recent changes in some of this guidance, but I don't think 
it affects R2's procedures. The recent guidance stemmed from 000 Agencies 'banking' expiring 
funds with non-DoD entities. 

CEeOM ATTORNEY 

-----Original Message-----
From: C.~..?M,AE.~rE'l.::.-.. _~'" _ .. ___ _____ _ 
Sent: Wednesday, March 12, 20eS 11:49 AM 
CECOM ATTORNEY 
. uOJeCl:: rW: r-ee Memo 

If you get a minute, can you just revalidate this, I do not believe anything has changed. 

-----Original Message----­
From: R2 Project Officer 
Sent: I nursaay, Marcn "tI J L.t1t10 L; £"io 1"'1"1 

CECOM ATTORNEY 
Cc: tt,CECOM ATTORNEY 
Subject: Fee Memo 

CECOM ATTORNEY 

Could you please review this guidance we received from 
and IJpdate it if there have been any changes. 
Thank you. 
Sandy 

R2 Project Officer 
R2 Project Officer 
AMSEL-LC-R2 
BLDG 295 
Fort Monmouth, NJ 077e3 
Phone: 732-427-3542 DSN: 987-3542 

1 

many years ago? Please review 



, Ponner Deputy to Commander CECOM 

MEMORANDUrv FOR 

SUBJECT: Fee for Service Charges 

I. The statutory legal authority that penuits one Government organization to place an 
order for goods or services with another Government organization is 31 U .S.C. 1535. 
commonly known as "The Economy Act". 

2. The Economy Act provides that. if certain conditions exist, the head of an agency or 
major organizr.tional tmit within an agency may place an order with a major 
organizational unit within the same agency or another agency for goods or services. 

3. Public Law 103-355 (Federal Acquisition Streamlining Act of 1994, also referred to 
as FASA), Title 1, Section 1074. October 13,1994,108 Stat. 3271. provided that the 
Federal Acquisition Regulation (FAR) was to be revised to include regulations 
governing the exercise of authority under section 1535 of title 31 (Economy Act) for 
Federal agencies to purchase goods and services under contracts entered into or 
administered by other agencies. i.e .. Economy Act purchases. 

4. F ASA also prescribed the content of the FAR regulations. Among its other mandates, 
F ASA required that the FAR prohibit any payment to the agency iming a purchase 
order of "any fce that exceeds the actual cost or, if the actual cost is not known, 
the estimated cost of entering into and administering the conn-act or other 
agreement under which the order is filled." (emphasis added) 

5. The FAR. at Subpart 17.5. implemented the statutory requirements. Specifically, the 
FAR states at FAR 17.505(d): 

If the Economy Act order requires use of a contract by the 
servicing agcncy, then in no event shall the servicing agency 
require. or the requiring 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 Of other agreement 
under which the order is filled. 

6. Clearly then, by implication, the servicing agency is penuitted 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, 



7. As stated by the General Accounting Office in Decision of Associate General Counsel 
Kipplinger, B-250377, January 28,1993, actual cost~ "includes all direct costs 
attributable to ,?roviding the goods or services ordered, as well as indirect costs 
funded out of the performing agency's currently available appropriations that bear a 
significant relationship to providing the goods or services". Whether a charge is 
reasonable under the Economy Act may include consideration of factors such as the 
condition of the performing agency's accounting system and the volume of the 
performing agency's Economy Act transactions. However, tbe performing agency 
may not use the fees to augment its agency's appropriation, id. 

8. Since the requiring activity usually wants to know the cost of services "up front'. 
these costs are most often estimated. This can be done using any reasonable method. 
The estimate could be performed on an individual delivery order basis, whereby the 
fulfilling agency or center would estimate the costs for engineering, program 
management, acquisition, clerical, etc. to arrive at a fee for that particular delivery 
order. Another acceptable method would be to use a formula to arrive at the best 
estimate of the customers' fair share of the actual cost of entering into and 
administering the contract and the delivery orders placed against it. The decision 
regarding which method to use should be based on, among other things, the nature of 
the contract, the structure of the progmm management, the volume of delivery orders 
anticipated, and the accounting system being used. In any case, the center filling the 
order is prohibited (by statute and regulation) from charging more than the estimated 
cost 

9. At CECOM, for example, the Rapid Response to Critical System Requirements 
R2CSR) program uses the formula approach. To learn more about the derivation of 
the estimated cost iormula and the methods currently being used to track the actual 
administrative costs of that program, contac' )(74369 or (732) 427-
4369; e-mail · .. monmouth.armv.mil. 

10. Point of contact for this action is 
x23227 or (732) 532-3227; e-mail. @maill.monmouth.army.mil. 

Chief Counsel 
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From: 
Sent: 
TO: 
Cc: 
Subject: 

Hello 

Estimation IPT - Milestone status.txt 
CTR USA AMC 
2009 4:11 PM 

AMC 

we committed to send you a milestone chart for the implementation of the time 
tracking application. 

we are in the process of ordering the software. 
manages our IDE organization is actively working 

who 

When the software arrives, we will have to install it, configure it, provide 
training and implement it. This will take approximately 3 months. 

we will collect data over a period of 6 months then we will update our fee 
estimation model based on those numbers. 

We will schedule a meeting with you at that time to review the data we've 
collected and how we've modified our estimation model. 

I have reviewed this plan with and they agree with 
it. 

I'm suggesting that we no longer require the IPT meetings. our questions have 
been addressed and we understand the G8's requirements. 

DO you agree? 

pl ease advi se. 

Thank you. 

S'~'?it[o~WiS;0' 
ifnroJec1:S0'15~tl ce 
Software Engineering center 
contractor - sensor Technologies 
732-532-2289 

Thank you. 

page 1 
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From: 
Sent: 
To: 
Cc: 
Subject: 
Attachm!>nts: 
Sign!>d By: 

Importance: High 

Classification: UNCLASSIFIED 
Caveats: FOUO//SENSITIVE 

Mil,esb)ne status.txt 

Email msg from G8 poe to disband the IPT; R2 Office ordering new software 
and taking nine months to capture all of the necessary data. The nine 
months would put us to end of March 2010 which is probably another reason I 
never established a follow-up to our initial review. 

_~&, CGFM, CICA 
Director 
Internal Review Office 
"Recognized, Trusted, Valued" 

AMSEL-IR 
CECOM 
Bldg 6001, Suite Cl110, Room Cl109 
Voice: DSN: 848-4325; locally: 861-4325; Commercial: 443-861-4325 
Fax: DSN:848-4341; Commercial: 443-861-4341 
Blackberry: 571-212-0117 

Importance: High 

(**NEW DISA EMAIL ACCOUNT**) 

(old APC account) 

USA AMC 
, 2011 11:01 AM 

rT'\I "SA AMC 
USA AMC 

UNCLAS~;IFIED) 

Classification: UNCLASSIFIED 
Caveats: FOUO//SENSITIVE 

Some more info. 

This e-mail talks about not terminating the IPT. The attached file also 
they (R2) understood the requirements as explained by 

and what R2 expected to accomplish along with milestone dates. 



Thanks. 

CGFM 

Internal Review Office 
"Recognized, Trusted, Valued" 

AMSEL-IR 
CECOM LCMC 
Bldg 6e01, Room (1109 
Aberdeen Proving 'Ground, MD 21005-0001 
(Comm) 443-861-4325 or locally (861-4325) DSN - 848-4325 
Fax: Comm (443-861-4343); DSN (84B-4343) Blackberry - 1-571-212-0117 

Good Morning All, 

In the attached memo R2 has indicated that G8 has answered all of its 
questions and understandsG8'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/GB IPT team will 
reconvene and review the R2 progress. 

I wanted 
action. 
the LCMC 

to take a moment to thank all of you who worked on this R2/G8 
This was quite a challenging effort, one that included input from 
Legal Department, Acquisition Center, Internal Review, R2 and G8. 

Again, I would like to, thank all of you for all of your valuable input, 

Respectfully, 

M~~~ 
W$'~.z~A%"". ~".'"_~~ Operations Research Analyst 
(ECOM LCMC, Cost Analysis Division 
ft. NJ 
E' 
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AMCIR-IR (11-7a) 

MEMORANDUM FOR Chief of Staff, CECOM Life Cycle Management Command 

SUBJECT: Internal Review and Audit Compliance Office (IRACO) Quality Assurance 
and Assistance (QA2) Visit 

1. This memorandum provides you with the results of the subject visit. Army Regulation 
11-7, Internal Review and Compliance Program, dated 15 June 2001 and Government 
Auditing Standards requires major commanders, who have Internal Review and Audit 
Compliance Offices (IRACO), to establish a fonnal Quality Assurance (QA) Program. 
The QA Program requires fonnal annual self-evaluations and an external review not less 
than once every three years. The QA reviews evaluate the quality and level of services 
provided by the lRACO, and overall effectiveness of the IRACO to include customer 
satisfaction and value added to the organization. The review was performed using the 
Department of the Army QA2 guide and was conducted from 13 - 17 September 2010. 

2. The IRACO Program has an overall rating of 90%. We concluded that the IR Office 
for CECOM LCMC was generally in compliance with professional standards, policies 
and practices. There were no major weaknesses noted; however, some adjustments were 
needed in a couple areas. These were discussed with the IR Director. These issues are 
provided in enclosure 1. We made six recommendations Il)at should assist to ensure your 
IR program is compliant with the regulatiOns that govern Internal Review throughout the 
Army and enhance program management. The recommendations pertain to: (1) 
establishment of an auditable entity file, (2) conducting in-house training on automated 
workpapers, (3) re-fresher course on cross-referencing workpapers, (4) consistent 
supervisory reviews to include initialing the IR Plan and workpapers, (5) referencing 
DAIR standards on powerpoint reports, and (6) scheduling follow-up reviews in the 
annual IR Plan. 

3. The specific areas that we reviewed and their individual ratings are listed below. 

Area Reviewed 
IRProgram: 

Organization & Staffmg 
Program Management 
Audit Process 
Consulting & Advisory Services (C&As) 
Audit Compliance & Liaison 
Information Technology 
Internal Review Support 
Overall IR Program Rating 

90% 
89% 
89% 
88% 
92% 
93% 
90% 
90% 



AMCIR-IR 
SUBJECT: Internal Review (IR) and Management Control Process (MCp) Quality 
Assurance and Assistance (QA2) Visit 

4. We discussed the result~ of the visit with the CECOM Chief of Staff and CECOM 
LCMC IRACO during the outbrief on 17 Sep 10. 

5. If you have any questions or desire additional infonnation, please call the 
undersigned at (703) 806-9138, DSN 656-9138 or Susan.McCoy@us.army.mil. 

End 
Director, Internal Review and 

Audit Compliance Office 
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From: 
To: 
cc: 
Subject: 
Date: 
Attachments: 

FW: Army Audit CECOM field work 
Tuesday, June 24, 2008 10:29:00 AM 
Re<;L\lest L9Lfnt[anCe PI) Sjqnecl~Rdf 

Per our discussion yesterday, here is a summary of what we found while doing a 
review of R2's reimbursable rate: 

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 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 as it 
relates to actual costs. 

We made recommendations to the LRC and to G8 and requested deCisions in 
writing from both G8 and our Legal Office. Recommendation 6B of the report 
states 
"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." 

The report is in draft form. I have not received responses from our Logistics and 
Readiness Center (LRC) (which the R2 Office is part of) and G8 Offices. Our G8, 
Legal Office and R2 Office are still working this issue. The R2 Office unofficially 
concurred with our recommendations, however, the recommendations were 
addressed to the Director of the LRC. 



On another note of what I brought up in our telephone conversation regarding 
the PEO C3T's Special Projects Office/Norteast Regional Response Center (SPO/ 
NRRC). They charge a flat overhead rate to administer contracting services 
provided by various contractors. 

Hope that is what you were looking for. 

Thanks. 

CGFM 

Internal Review Office 
AMSEL-IR 
HQ, CECOM LCMC 
Building 826 
Ft. Monmouth, NJ 07703 
Phone: (Comm) 732-427-4113, DSN 987-4113 
Fax: (Comm) 732-532-4918, DSN 992-4918 
-----Originai Message-----
From: CIV USA AMC 
Sent: 24,20089:18 AM 
To: CIV USA AMC 

CECOM field work 

I,'!il~!~lf;;~, CGFM 
Sr.IR Evaluator/AM Liaison Officer 
CECOM LCMC Internal Review Office 
AMSEL-IR, Fort Monmouth, NJ 07703 
Phone:(732) 427-4114, DSN: 987 
Fax: DSN: 992 

morning. I am with the Army Audit Agency and we would like to set 



up meetings with several activities on Fort Monmouth for our current audit, Flat 
Fee for Contracting and Contract Management Services (A-2008-ALC-0591.000). 
I've attached our entrance letter for this audit. The audit was requested by the 
Acting Under Secretary of the Army and based on a recent Office of General 
Counsel decision for the HRsolutions Program Office that flat fees for service are 
in violation of the Economy Act. The Under Secretary has asked us to identify 
any other activities that are charging a flat fee for services. 

During our initial audit research, we identified an organization, the Rapid 
Response (R2) Project Office, on Fort Monmouth that charged a flat fee in the 
past, but has since converted to a fee based on actual costs, which is allowed 
under the Economy Act. We would like to meet with a representative from this 
office to discuss the current fee structure and the change from a flat fee to an 
actual cost-based fee. 

We have also been in contact with a representative from HQ AMC G-8 
pertaining to Memorandums of Agreement (MOA) and Interservice Support 
Agreements (ISA). He said that a majority of these documents are maintained 
at the individual installations. We are using these documents to identify 
potential organizations that are charging a flat fee for service. Could you please 
provide a POC for the CECOM G-8 office to discuss the local MOAs and ISAs? 

Our schedule is open right now, but filling up with other meetings. If these 
offices prefer, we could make initial contact through VTC and followup in 
person. Thank you for your assistance. 

Fort Meade Field Office 
Phone: 301-677-7192 DSN 622 
Fax: 301-677-3360 DSN 622 
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RE: AM Report on Flat Fees for Contracting Services 
Thursday, September 04, 2008 10:01:20 AM 

You can report that we completed an internal review at the local level but we 
suggest that you leave it at that, rather than including a statement that DA can 
request a copy of the report, because it was a request by local management. 

Thanks, and if you have any concerns, just let me know. 

_CGFM 
, ~.' :' 
Sr.IR Evaluator/AM Liaison Officer 
CECOM LCMC Internal Review Office 
AMSEL-IR, Fort Monmouth, NJ 07703 
Phone:(732) 427-4114, DSN: 987 
Fax: (732) S42-4918, DSN: 992 

.Mil 

From: III Mr AM 
Sent: Wednesday, September 03, 2008 7:51 AM 
To: •• 1IIi1lllll CIV USA AMC 
Subject: AM Report on Flat Fees for Contracting Services 

- Several months ago we spoke pertaining to your on-going audit of the fee 
for service in the R2 Project Office in relation to our audit of Flat Fees for 
Contracting Services. We mentioned in our report that your office was currently 
conducting an audit, so we didn't looking into R2's operations and fees. ili~ 

would like to state in our report that the results of your audit would be 
aV,lllable if the Under Secretary wanted a copy. Our goal is to make him aware 
that your office is conducting a related audit and if he wants, the report would 
be available. We are not obligating you to issue a report to him or his office. 
Please let me know if we could make that statement in our report. If you have 
any questions, please call or email. Thanks. 

I_~-
Auditor, Army Audit Agency 
Contract Audits, SAAG-ALC 
Fort Meade Field Office, MD 



Phone: 301-677-7192 DSN 622 
Fax: 301-677-3360 DSN 622 
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7 July 08 

MEMORANDUM FOR RECORD FOR R2 PROJECT OFFICE 

SUBJECT: 4th Quarter Administrative Support Cost 

1. Internal operations review the program's support costs every quarter and advise the 
organization of any changes in the amount of Administrative Support Cost (Fee) 10 
collect. 

2. As a result of the 4th 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 Jul 08, please 
begin collecting .5% on all new tasks and existing contracts for the remainder of the 
fiscal year. 

3. This office will not be sending a Global messages to all of the GTLs on this issue, 
since it will only affect customers sending funding during the 4th quarter. Therefore, 
please use the following language when discussing the administrative support cost with 
your customers. 

"As a result of the 4th quarter review of the programs overhead costs, the R2 
Project Office will be reducing the administrative 'support costs to .5 percent for 
all task orders for the 4th quarter (7 Jul 08 thru 30 Sep 08). A review of our 
overhead costs is performed every quarter to determine the correct range for the 
administrative costs. This office will be collecting .5% on this task". 

4. Specific implementation instructions: 

Pre and Post - Annotate the .5% under the action notes in the database. 

Pre - FSAs - Do not take Administrative Support Cost. 

Pre - Any new tasks with ceiling over $40M, please notify Annemarie. 

5. The Office will not accept any "Expiring Funds" after 15 August 08. All "Non-Expiring 
Funds" that are available for Carryover will be accepted thru 30 Sep 08. This is subject 
to change based upon final ruling of DSCRM on the amount of carryover authorized. 
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Peer Review 

Prep revJlndustry PEOC3T $41.1M 
r-~··-··-~~-·--~--~---G9mmeffi.···-·-···~-----··----~-. 

! Goal is 120 days with accepted package in R2 ! 

Top 3 longest Contracting Actions Being Worked 
• 3G·0433 - Submitted to ACC Aug 18111 2011 - Tech evals 

complete; KO preparing discussion letters to offerors -
anticipated 2 week delay in award. Required award NLT 30 Jan. 
Now predicted to award 14 Feb 12. 

• 3G·0403 - Submitted to ACC July 181h 2011 - Scheduled to 
RTEP Jan 2012 - Current contract expires August 2012 - Award 
needed by April 2012 with May 2012 start date - Finalizing 
package for peer review. 

• 3G·0409 - Submitted to ACC Oct 11, 2011 - RTEP released Jan 
12,2012 - Proposal due Feb 13,2012. 

~ U,$.ARMY 
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Financial Status 
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Payroll only 

(II 
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1 I i I I 
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~0.5 - Monthly Expense 

-g0.0 --~ Projected Payroll 
FY12: $2.08M 
Projected total FY12 
expense: : $3.B4M 
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!ssues/U pdates 
• 3G-0245 - Protest Dismissed pending rework of tech evals 

• 3G-0470 - Pre-release documents sent for questions. 

• 3G-0525 - PWS under review. Customer updating PWS 
based on legal comments/review. 

• 3G-0124- Anticipated award Feb 10 
• 3G-0393 - Awarded January 20111 ; $87.88M 
• 3G-0480 - Package nearing completion - one or two 

remaining documents being finalized 

• 3G-0457 - Customer preparing final updates to documents. 
• 3G-0503 - Preparing for peer review/require signed SCA 

• 18 Pre-Award Task Order Packages released or planned for 
release for pre-RTEP questions to contractors 
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r--------------------.sGmmeffi.--------------------------. i Goal is 120 days with accepted package in R2 ! 

Top Concerns/Issues for R2·3G 

• 3G-0433 - CECOM LCMC Drawdown Special Projects Office -
Submitted to ACC Aug 18th 2011 -

• Original Required Award NLT 30 Jan. 
Current Status: KO preparing discussion letters to offerors 
Projected award dates: Best Case: week of 20 February 2012 

Worst Case: 9 March 2012 
New KO assigned attempting to streamline to best case scenario 
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Updates 
• 3G-0409 - RTEP Released. Due Back 13 February 2012. 

• 3G-0245 - Protest Dismissed pending rework of tech evals 

• 3G-0470 - Awaiting Legal review comments - sent 1/19/12 

• 3G-0525 -Customer updating PW8 based on legal 
comments 

• 3G-0124- Tech Eval and Pricing Reports in process 
• 3G-0480 - ACC preparing RTEP for review/release 
• 3G-0457 - ACC preparing RTEP for review/release 
• 3G-0503 - RTEP scheduled for release 3 Feb 
• 18 Pre-Award Task Order Packages in progress 
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i Goal is 120 days with accepted package in R2 i . ' 

Top Concerns/Issues for R2-3G 

• 3G·0433 - CECOM LCMC Drawdown Special Projects Office· 
Submitted to ACC Aug 18th 2011 -

• Original Required Award NLT 30 Jan. 
Current Status: KO preparing discussion letters to offerors 
Projected award dates: Best Case: week of 20 February 2012 

Worst Case: 9 March 2012 
New KO assigned attempting to streamline to besl case scenario 
Update: Discussion letters under review - were to release 2/3/12. Missed 
date. Now planned for 2[7/12 release. ACC states still on track for 20 
February award. 
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Updates 
• 3G-0409 - RTEP Released. Due Back 13 February 2012. 
• 3G-0245 - Protest Dismissed - Reworking Tech Evals 

• 3G-0470 - Awaiting Legal review comments - sent 1/19/12 

• 3G-0525 -Customer updating PWS based on legal 
comments 

• 3G-0124- Tech Eval and Pricing Reports in process 

• 3G·0480 - ACC preparing RTEP for review/release 

• 3G-0457 - ACC preparing RTEP for review/release 
• 3G-0503 - RTEP release was 3 Feb - Now 7 Feb 
• 3G-0403 - RTEP Released. Proposals due back 14 Feb. 
• 3G-0533 - PM Ares requesting movement of package to 

new KO. Unsure of impact at this time to timeline. 
• 18 Pre-Award Task Order Packages in progress 
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i Goal is 120 days with accepted package in R2 i 

Top Concerns/Issues for R2-3G 
3G-0433 - CECOM LCMC Drawdown Special Projects Office - Submitted 
to ACC Aug 18th 2011 - Original Required Award NLT 30 Jan. 
Projected award dates: Best Case: week of 20 February 2012 

Worst Case: 9 March 2012 
Update: Discussion letters released 214/12. Due back 218/12. PriCing will 
update reports and award decision will be made. ACC states still on track 
for 20 February award. 

3G-0533 - PM ARES - Package moved to new KOlteam at ACC-APG. 
Award needed NLT 26 June 2012 Task Order Value: 250M 
Support for Constant Hawk Support in OCONUS- Finalizing package 
docum~nts to support customer. Customer working SCA. 
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Updates 
• 3G-0409 - RTEP Released. Due Back 13 February 2012. 
• 3G-0245 - Protest Dismissed - Reworking Tech Evals 

• 3G·0470 - Customer updating - Still require final SCA 

• 3G-0525 -Customer updating PWS 

• 3G·0124· Tech Eval. and Pricing Reports in process 

• 3G-0480 - ACC preparing RTEP for review/release 

• 3G-04S7 - ACC preparing RTEP for reviewlrelease 
• 3G-0503 - RTEP released 7 Feb. Due back 8 Mar 
• 3G-0403 - RTEP Released. Proposals due back 14 Feb. 
·3G-0472 - RTEP being drafted by ACC for release. 
• 21 Pre-Award Task Order Packages in progress 
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• 3G-0457 
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c------------------GOmmeffi.-------------------------, 
! Goal is 120 days with accepted package in R2 ! 

Top Concernsllssues for R2-3G 
3G-0433 - CECOM L CMC Drawdown Special Projects Office - Submitted 

to ACC Aug 181h 2011 - Original Required Award NLT 30 Jan. 
Projected award: 20 February 2012 - 9 March 2012 
Update: Discussions/changes to customer responses and updates for /egal 
office still ongoing. ACC and customer working updates quickly as they are 
received. KO sUIi attempting to award NLT 21 February 

3G-0533 - PM ARES - New KO/team at ACC-APG. Award needed 26 June -
Task Order Value: 250M - Support for Constant Hawk OCONUS­
Customer finalizing I updating documents as required. 

3G·0513 - LEO RESET ARFORGEN (Combatant Command Support 
Requirements) $49.9M- Legal requested hold on RTEP release for re­
review. Requested award date Mar 1. Customer extended current support. 
Award ~q. by Ju11. 
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Updates 
• 3G-0409 - RTEP Released. Due Back 13 February 2012. 
• 3G-0245 - Protest Dismissed - Reworking Tech Evals 

• 3G-0470 - Customer updating - Still require final SCA 

• 3G-0525 -Customer updating PWS 

• 3G-0124- Tech Eva!. and Pricing Reports in process 
• 3G-0480 - ACC preparing RTEP for reviewlrelease 

• 3G-0457 - ACC preparing RTEP for reviewlrelease 
• 3G-0503 - RTEP released 7 Feb. Due back 8 Mar 
• 3G-0403 - RTEP Released, Proposals due back 14 Feb. 
• 3G-0472 - RTEP being drafted by ACC for release 
• 3G-0123 - Package being prepared for Pre-Release 
• 22 Pre-Award Task Order Packages in progress 



150 .RaquirementtoAward 
.3G-0433 
CECOM lCMC $68M 

g!,100 III 3G-0409 
m 
o 
VI 

CECOM lCMC $32.3M 

3G-0124 VI 
~ 50 .c .. _ •.•.... ~ 

£ II '--'1 I. ".1 .. '. LJI ~~ 
PEOI C3T $47.3M 

3G-0503 
PEO EIS $63.9M 

.3G-0457 o . 
R21Customer ACC Peer Review 

,to" ~ 

Prep revJlndustry PEOC3T $41.1M 

c----------------oommeffi.----------------------· 
! Goal is 120 days with accepted package in R2 i 

Top Concernsllssues for R2·3G 
Multiple RTEPs on hold pending Legal/ACC approval of new RTEP. 
Affected RTEPS: 3G·0462, 3G·0472, 3G·0480, 3G·0513 

3G·0433 - CECOM LCMC Drawdown Special Projects Office· Submitted 
toACC Aug 18th 2011 ~ Original Required Award NLT 30 Jan. 
Projected award: 20 February 2012 - 9 March 2012 
Update: Awarded 24 Feb. 

3G·0533 - PM ARES - New KO/team at ACC-APG. Award needed 26 June -
Task Order Value: 250M - Support for Constant Hawk OCONUS­
Customer finalizing / updating documents as required. 

3G·0513 - LEO RESET ARFORGEN (Combatant Command Support 
Requirements) $49.9M- On hold (see above) Requested award date Mar 
1. Customer extended current support Award req. by Jull. 
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Updates 
• 3G-0409 - TEPs received. In evaluation stage. 
• 3G-0245 - Protest Dismissed - Reworkjng Tech Evals 

• 3G-0470 - Customer updating - Still require final SCA 
• 3G-0525 -Customer updating PWS 
• 3G-0124- Tech Eva!. and Pricing Reports in process 
• 3G-0480 - RTEP on hold 

• 3G-0457 - Customer revising requirement 

• 3G-0403 - TEPs received. In evaluation stage 
• 3G-0472 - RTEP on hold 

• 3G-0123 - Package being prepared for Pre-Release 
• 3G-0462 - RTEP on hold 
• 3G-0513 - RTEP on hold 
• 24 Pre-Award Task Order Packages in progress 
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,--------------------------------------

Ready For Award Next 30 Days 
3G-0245 CERDEC $76.9M 
3G-0373 CSLA $10.3M 
3G-0370 CSLA $14M 
3G-0372 CSLA $3.6M 

* 3G-0317 SAMD $157.9 
# 3G-0393 CECOM IE $90.0M 
# 3G-0316 PEO IEW&S $37.6M 

07 Nov 
11 Nov 
11 Nov 
11 Nov 
09 Nov 
15 Nov 
17 Nov 

Issues 

• Protest ongoing against 3G-0416 
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Ready For Award Next 30 Days 
3G-0245 CERDEC $76.9M 
3G-0373 CSLA $10.3M 
3G-0370 CSLA $14M 
3G-0372 CSLA $3.6M 

* 3G-0317 SAMD $157.9 
# 3G-0393 CECOM IE $90.0M 
# 3G-0316 PEO IEW&S $37.6M 

# Picatinny Award 
*RTEP on street 
+no funding received, Will award upon receipt of funding. 

,~~WWoii ~:~'i~:~ron,,- _~_ n\ID7gl1~. 

07 Nov 
18 Nov 
18 Nov 
18 Nov 
09 Nov 
15 Nov 
17 Nov 

Issues 
• 3G-0416 - Protest ongoing 

• 3G-0245 - Delay due to Legal review. ACC Legal 
has had final package since Mon 11-7_ 

'3G-0370, 3G-0373, 3G-0373 - ACC states award 
again delayed. State award will be NLT 11-18. 

-3G-0317 - ACC still conducting final review. 
Unsure of award date. 

·3G-0393 and 3G-0316 - Picatinny stated these 
would both be awarded by mid November. 
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R2-3G 
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.3G-0433 
CECOM lCMC $68M 

1/1 3G-0349 
"_mm~_m__ ~ _mm _____ mm •• ___ _ 

CERDEC $1 taM 

3G-0409 
CECOM lCMC $32.3M 

3G-0124 
PEOI C3T $47.3M 

.3G-0503 
PEO EIS $63.9M 

R2 Prep ACC RTEP 3G-0457 
revJlndustry PEO C3T $41.1M 

rmm.mmmmmmmm ___ mmmm __ -oommefl!. __ mmmmmmmmmmmmmmm __ mmmmmm_mm_' 

! Goal is 120 days with accepted package in R2 ! , , 

Ready For Award Next 30 Days 

3G-0245 
3G-0298 
3G-0370 

# 3G-0393 

# Picatinny Award 
*RTEP on street 

CERDEC $76,9M 
Air Force $35.8M 
CSLA $14M 
CECOM IE $90.0M 

+no funding received. Will award upon receipt of funding. 

07 Nov 
05 Dec 
21 Nov 
25 Nov 

g3.0 
::2.5 
~2.0 
~1 ,5 
;-;1,0 

Financial Status -Projected 
r-I-i..l-iT-'l' L i t'~r~l Revenue against 
_, l ! I 'j I i I I :---1 .t~.~~~ .. i--------r-i---i ! I j', tota expenses 

i !~. I i ~ .• Iii r '.' I I . 1.' " 1. . , L' . 
1-;-;-;-1 m i ' i-iJ-;~r i T-I-I· ... " Projected 

.
-+--1' -j- .! .' ' .. --fi-"'d--H' Revenue against 
~-m+-J_+-L .....j--+-CU Payroll only 
'LL' t I I I I I i I J I ·f---r+.-~- I ~ I I __ I - Monthly Expense 

! 

> 
~0.5 
~O.O ~~+-+ +~-·~I ~~4-~ 

u I-. 
.!£. ';S)«i 

rb ~, 

o >SJ t:r. OV 
# ~~ ... 

<;)'lJ
Q ~~ 

~ 
~ 

~ 

~~ 

Issues 
• 3G-0416 - Protest ongoing 

• 3G-0370 - Set for award 21 Nov 

~ 
~ 

..f~ 

• 3G~0393 -- On track for 25 Nov award 

Projected Payroll 
FY12: $2.08M 
Projected total FY 12 
expense: $3.84M 

-3G-0298 - Task Order added to tracking - Near Award 

• 3G-0503 - New Package added for PEO EIS award 
needed 1 April 2012 

• 3G-0317 - Awarded Nov 14 - $ 73.2M 

• 3G-0373 - Awarded Nov 15 m $ 8.62M 

• 3G-0372 - Awarded Nov 16 - $ 129M 

• 3G-0245 m Awarded Nov 17 - $ 22AM 

• 3G-0316 - Awarded Nov 18 - $ 28.3M 
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.3G-0433 
CECOM lCMC $68M 

113G-0349 .... - ... -~ ... - CERDEC $lUM 

113G-0409 
CECOM lCMC $32.3M 

3G-0124 
PEOI C3T $47.3M 

.3G-0503 
PEO EIS $63.9M 

R2 Prep ACC RTEP 3G-0457 
rev./lndustry PEO C3T $41.1M 

r--·-·--------------£GmmeAt--------------------~ 
! Goal is 120 days with accepted package in R2 i 

Ready For Award Next 30 Days 

3G-0298 
#3G-0393 

# Picatinny Award 
'RTEP on street 

Air Force $35.8M 10 Dec 
CERDEC 12WD $90.0M 25 Nov 

+no funding received. Will award upon receipt of funding. 

\&.. 

...11.5 ..... ARMY ~' , ~t:::::'''''''K.( . ',,, L.,1;;i;.&,,' ~ 
Oi;a,Yt5ion, ~ ~~on, _"", 1hQ _worfi~iIet. 

In _ . Financial Status -Projected 
g3.0 TiiTli! 1- I I Revenue against 
=2 5 + I ••. i ,I+ ... ---t-il total expenses ._. ," '"l ' I :!!! ,I.' •••••• L 

...L...... - ___ • .. _ -...J------J . 
.52.0 ,'" I ' 4+.... I I ....... Projected . 
Q) 1 5 ... - , - '. '. ------1 Revenue against 
::J' I, I I . ~'.:~ Payroll only 

J6:~ tt~t!~~ ", ... 1~-MonthIYEXpenSe 
~ 0 . 0 Projected Payroll ..-
~ 9;- 9;- ~ ~ s:-fb ?;;- FY12: $2.08M 
'0' ~ if! i:>'b' ~ -s>.::::.~ Projected total FY12 a: O'-i fl;8i «.;fiS ~ expense: : $3.84M 

<J 

Issues 
• 3G-0416 - Protest ongoing 

• 3G-0370 -Awarded 11/23. 10.7M. 

• 3G-0393 - Planned 25 Nov award. Still Waiting. 

·3G-0298 - Task Order on track for 10 December award 

• 3G-0433 - At ACC for final peer review prior to RTEP. 

·3G-0349 - Finalizing task order documents 

o3G-0409 - At ACC for final peer review prior to RTEP 

o3G-O 124- At ACC for final peer review prior to RTEP 

·3G-0457 - Working with customer on task order package 

-3G-0503 - Working package for award 1 April 2012 
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.3G-0433 
CECOM lCMC $S8M 

113G-0349 
CERDEC $lUM +---~-- r- _. 

1!llI3G-0409 
CECOM LCMC $32.3M 

3G-0124 
PEOI CST $47.3M 

.3G-0503 
PEO EIS $63.9M 

R2 Prep ACC Peer Review 3G-0457 
rev'/Industry PEO C3T $41.1M 

c---------------semmeAt-----------------------------. 
j Goal is 120 days with accepted package in R2 i 

Ready For Award Next 30 Days 

3G-0298 
# 3G-0393 

# Picatinny Award 
'RTEP on street 

Air Force $35.8M 10 Dec 
CERDEC 12WD $90.0M 25 Nov 

+no funding received. Will award upon receipt of funding. 

Q,-~~'V&SioI".~ On~ J\R1..>::ion - !he Wdtflg,.tm-. 

Financial Status -Projected 
~3.0 ,J •••• ' -I-,--T--;- T-r1--U' Revenue against 
o "" I ' , Wi , I = .' '1 ", '" : I I tota expenses ;;;;2 0 -.l_ - '. ~ , -+- I 
""', l' I I I r"""'j I . C 'I·· ... ,. ...... Projected 
--1 0 - --+--: I . '", Revenue against 
~' I I I I I Payroll only 

~O.O L'-f-i I II .. TT I -Monthly Expense 
0::: I! ! I I 't:l1 0 -.L......,.-.J I I I, I. . P II t1J. - • .- Projected ayro 
"0 !b ~ ~ !O S- FY12: $2.08M 
-~ t? i:>'6 ~ '::§' >:>~ Projected total FY 12 
Q:!08i «..~ 'f expense: : $3.84M 

<::5 

Issues 
• 3G-0416 - Task cancelled. Protest dismissed. 

- 3G-0393 - Planned 25 Nov award. Still Waiting. 

-3G-0298 - Expected award date 13 December award 

- 3G-0433 - In Aee peer review prior to RTEP since 11116. 

-3G-0349 - Finalizing task order documents with customer 

·3G-0409 -In ACe peer review prior to RTEP since 11118 

-3G-0124- In Ace peer review prior to RTEP since 11116 

-3G-0457 - Developing task order package with customer 

'3G-0503 - Developing task order package with customer 

-3G-041 0 - Developing task package. PWS out for KTR review 

'Added Peer Review tracking of package due to new process at ACC that 
has an unknown additional time requirement prior to RTEP and prior to 
award. 
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.3G-0433 
CECOM lCMC $6BM 

Ii 3G-0349 
CERDEC $11.8M 

",11 3G-0409 
CECOM lCMC $32.3M tn 

tn 
~ 40 -}--""Il. 3G-0124 
o 
ti:. 20 

PEOI cn $47.3M 

.3G-0503 
o PEO EIS $63.9M 

R2 Prep ACC Peer Review 3G-0457 
rev./lnduslry PEO C3T $41.1M 

c-------------------oommeffi--------------
j Goal is 120 days with accepted package in R2 

Ready For Award Next 30 Days 

3G-0298 
# 3G-0393 

# Pieatinny Award 
*RTEP on street 

Air Force $35.8M 15 Dec 
CERDEC 12WD $90.0M 25 Nov 

+no funding received. Will award upon receipt of funding. 

~.'.' U;J;' ARMY V'h.'{$.'\\~ 
~CEC~ 

0lS}/hkJ(]" CJnf1~M~sion _~', rhe t¥otift1hlw. 

,e'" 

Financial Status -Projected 
~3.0 T-T-I--T 1 m.-.1 - I I' Tl Revenue against 
.22 5 _L I' .- I. I'" .... +++1 -i total expenses 
- I , • ..-;v- I '" I 

~2:0 i •• ' •••• !.... ': -tl Ill." Pro_ --1 5 .'. 1- ~ ___ L .~ Revenue against 
~. 1 I ' I Payroll only a; 1 .0 -1--+ -----
&;0.5 -' L I -Monthly Expense 

alO.O ·1 I---tl--+---+---·+ 
"0 & ...l. 
Q) ",IQ &.. "> .__ ~ '::::'fJ' 
~ .§ ~ 

Il.. <:;)'bG «.IQ 

~ 
"f 

!b 

4 
?:;­,;s 

~($) 

Issues 

Projecled Payroll 
FY12: $2.08M 
Projected total FY12 
expense: : $3.84M 

• 3G-0393 - Planned 25 Nov award. Still Waiting. 

83G-0298 - Moved to 12 Dec award. Funding recvd. 

• 3G-0433 - Peer process continues. With small business 

83G-0349 -- Finalizing task order documents with customer 

-3G-0409 -- In ACC peer review. 

'3G-0124 - In ACC peer review. 

o3G-0457 -- Developing task order package with customer 

-3G-0503 -- Developing task order package with customer 

o3G-0484-New package sent for early RTEP questions. 

o3G-0462 - New package sent to early RTEP questions 
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.~, __ ___ Re.quirementtoAward_ 
.3G·0433 
CECOM LCMC $68M 

1lIJl3G·0349 
CERDEC $11.8M 

III 3G-0409 
CECOM LCMC $32.3M 

3G·0124 
PEal cn $47.3M 

.3G-0503 
PEa EIS $63.9M 

R2 Prep ACC Peer Review 3G·0457 
rev.llndustry PEa C3T $41.1M 

~------------f)(lmmeffi.------------------------------, 

! Goal is 120 days with accepted package in R2 ! 

Ready For Award Next 30 Days 

# 3G-0393 

# Picatinny Award 
*RTEP on street 

CERDEC 12WD $90.0M 25 Nov 

+no funding received. Will award upon receipt of funding. 

~C:EC~ 
O,0I,~ism 018,MI:i),kjfrC:;ine,W~ite-r. 

Financial Status -Projected 

_~4.0 --liTl-r--T~J...J.l ..f..II!. -I ~~;le;Xu;en~~~nst 
:53.0 +--: -t~· 'Pt-'.:..t--f'·I··:;·· 1,.-;1 
c ! I ... I ! i i! I t •••••• Projected , , ,., , I I I' . .-2 0 U' . ., ---+-----., Revenue against 
~. I I Payroll only 

~1.0 I -l----J-- I -i- -Monthly Expense 
0::: ,I I , 
-gO.O -!-+-+ I I Projected Payroll 
~ !b ~ ~ ;J' f?r FY12: $2.08M 
'0 if ~'Ii ..p. ~.::s >:>~ Projected total FY12 
D: flJc,'l! ~:{J ~ expense: : $3.84M 

<:5 

Issues 
• 3G-0317 - Protest On-going 

'3G-0393 - Planned 25 Nov award. Still Waiting. 

'3G-0433 - RTEP Released - Proposals due back 12-30. 

'3G-0349 - Finalizing task order documents with customer 

'3G-0409 - Continuing Peer Review Process at ACC 

·3G-0124- Continuing Peer Review Process atACC 

·17 Pre-Award Task Order Packages released or planned 
for release for pre-RTEP questions to contractors 

·3G-0298 Air Force Task Order Awarded 12-13 $23.5M 
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____ .. ___.Requireme.nUoAward_. 
.3G-0433 
CECOM LCMC $68M 

11/ 3G-0409 
CECOM LCMC $32.3M 

11/ 3G-0124 
PEOI C31 $47.3M 

3G-0503 
PEO EIS $63.9M 

R2 Prep ACC Peer Review .3G-0457 
rev.llndustry PEO Cli $41.1M 

~-------------------wmmeAl--------------------------. 

j Goal is 120 days with accepted package in R2 j 

Ready For Award Next 30 Days 

# 3G-0393 CERDEC 12WD $90.0M 30 Dec 
Note on 3G-0393: Update received 12120: Picatinny KO required 
add'i information from offeror due to pricing questions that arose 
during review. Entered negotiations with offeror which caused a 
delay. Currently awaiting one more document from offeror and will 
then finalize award, Anticipate 30 Dec award, 

# Picatinny Award 
*RTEP on street 
+no funding received. Will award upon receipt of funding, 

Orie \:7ji.-jn~ Om it-fis.';iOF) .: thii W6if~hfe{. 

-

l!l4.0 
.Q 

Financial Status -Proiected 
--.. - -, -"--'-;---1-\ --I ····fT l Revenue against 

i. I. i ! rill I I ,I total expenses ' , I L : .. , .. .:.-1: ... , •.•• [ •.• ~_~ 
:'E3.0 -i--t-!7f'-1i 'I' '--1 - fl --II' I' . -'I" .... Proiected 

' l .. .v' , " I I I i Revenue against .5 
~2.0 +~i-t r ,- 1 ~--I I Payroll only , I I 1 t::: 

~1.0 -.-L---t--+ -- _ Monthly Expense +1--+!~I I I I I I 1 
0::: 

"20.0 ii, +-+1 I 1=1 +=-I-l--+-- t----" Projected Payroll 
FY12: $2.08M 
Projected total FY 12 
expense: : $3.84M 

u CI> ~ .~ ';S:)<o ~ 
&: ~<ff ~~'1j 

~ 
~ 

lb 
':,S ~ ,;s: 

<::)<0 «,'0 
~cr:, 

Issues 
• 3G-0317 - Protest On-going 

·3G-0245 - Protest Received 

·3G-0393 - See updated status notes under Ready for Award 

·3G-0433 - RTEP Released - Proposals due back 12-30. 

·3G-0349 - Task cancelled by customer 

·3G-0409 - Continuing Peer Review Process at ACC 

o3G-0124- Continuing Peer Review Process at ACC 

·18 Pre-Award Task Order Packages released or planned for 
release for pre-RTEP questions to contractors 



Anticipated Award Dates Req Date 
*3G-0416 $67M 29 Aug 07 Sept 
*3G-0231 $34.5M 28 Sept 28 Sept 
*3G-0257 $40.9M 23 Sept 23 Sept 
*3G-0245 $76.9M 23 Sept 23 Sept 
*3G-0121 $44.7M 26 Sept 15 Sept 
*3G-0133 $48.7M 27 Sept 25 Sept 
*3G-0292 $35M 29 Sept 29 Sept 
*3G-0052 $22.4 30 Sept 20 Sept 
*3G-0373 $10.3M 07 Oct 07 Oct 
!3G-0298 $35.8M 10 Oct 20 Sept 
!3G-0350 $16.7 13 Oct 10 Oct 
*3G-0370 $14M 14 Oct 14 Oct 
*3G-0372 $3.6M 14 Oct 14 Oct 
*3G-0317 $157.9 27 Oct 27 Oct 
3G-0403 $44.9M 10 Nov 
3G-0433 $87M 15 Dec 

*RTEP on street 
! KO Review 

R2-3G 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
new addition 
new addition 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.10M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $ 3.11 M 

Ready For Award 
3G-0336, 09 Sept anticipated 
3G-0416, 09 Sept anticipated *** 

~.U.$.ARMY 

",:!,,,, ~ Req Date - date requiring activity needs award 
Of)<> VlsiQn or", },lIs"on - "'~ Wdiftgl1lt1r. *** Customer reviewing documents - award may slip 



Anticipated Award Dates Req Date 
*3G-0231 $34.5M 28 Sept 28 Sept 
*3G-0257 $40.9M 23 Sept 23 Sept 
*3G-0245 $76.9M 23 Sept 23 Sept 
*3G-0121 $44.7M 26 Sept 15 Sept 
*3G-0133 $48.7M 27 Sept 25 Sept 
*3G-0292 $35M 29 Sept 29 Sept 
*3G-0052 $22.4 30 Sept 20 Sept 
*3G-0373 $10.3M 07 Oct 07 Oct 
!3G-0298 $35.8M 10 Oct 20 Sept 
*3G-0350 $16.7M 13 Oct 10 Oct 
*3G-0370 $14M 14 Oct 14 Oct 
*3G-0372 $3.6M 14 Oct 14 Oct 
*3G-0317 $157.9 27 Oct 27 Oct 
3G-0403 $44.9M 10 Nov 
3G-0433 $87M 15 Dec 

*RTEP on street 
! KO Review 

R2-3G 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged I 

unchanged 
unchanged 
unchanged 
unchanged 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.10M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $ 3.11 M 

Ready for Award 
3G-0336, 15 Sept anticipated 
3G-0416, 17 Sept anticipated 
3G-0133, 22 Sept anticipated 

~i:Ec;~)M 
.0:fJffi-\19t6h one_i\-!)'!si0r(~' 1],e,. W~te:r. 

Req Date - date requiring activity needs award 



Anticipated Award Dates Req Date 
*3G-0231 $34.5M 27 Sept 28 Sept 
*3G-0257 $40.9M 23 Sept 23 Sept 
*3G-0245 $76.9M 23 Sept 23 Sept 
*3G-0121 $44.7M 26 Sept 15 Sept 
*3G-0133 $48.7M 27 Sept 25 Sept 
*3G-0292 $35M 29 Sept 29 Sept 
*3G-0052 $22.4 27 Sept 20 Sept 
*3G-0373 $10.3M 07 Oct 07 Oct 
!3G-0298 $35.8M 10 Oct 20 Sept 
*3G-0350 $16.7M 13 Oct 10 Oct 
*3G-0370 $14M 14 Oct 14 Oct 
*3G-0372 $3.6M 14 Oct 14 Oct 
*3G-0317 $157.9 27 Oct 27 Oct 
3G-0403 $44.9M 10 Nov 
3G-0433 $87M 15 Dec 

*RTEP on street 
! KO Review 

R2-3G 
,·,_",,,~,j;kf:;&;;L'i{ili'2i:Gt,'"-;.,.';,,-" ,I,," 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.10M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $3.11 M 

Ready For Award 
3G-0336, 15 Sept anticipated 
3G-0416, 17 Sept anticipated 
3G-0133, 22 Sept anticipated 

Ofii§\,'i$ion, C"rn:?1v1f2d?o L ~ Wat~ghI~r. 
Req Date - date requiring activity needs award 



Anticipated Award Dates 
*3G-0373 $10.3M 07 Oct 
!3G-0298 $35.8M 20 Nov 
*3G-0350 $16.7M 13 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0317 $157.9 17 Oct 
#3G-0393 $90.0M 15 Oct 
#3G-0316 $37.6M 20 oct 
3G-0403 $44.9M 

Req Date 
7 Oct 
1 Nov 
10 Oct 
14 Oct 
14 Oct 
15 Oct 
15 Oct 
20 Oct 
10 Nov 
15 Dec 3G-0433 $87M 

3G-0245 27 Sept 
3G-0140 26 Sept 
*3G-0231 29 Sept 
*3G-0257 27 Sept 
*3G-0121 26 Sept 
*3G-0292 29 Sept 
*3G-0052 27 Sept 
#3G-0380 27 Sept 
#3G-0174 27 Sept 

v*) -" """"b"; 

Ready For Award 
anticipated 
(Picatinny), 
anticipated 
anticipated 
anticipated 
anticipated 
anticipated 
anticipated 
anticipated 

R2-3G 
,~,,;;-,.,,~.{~" _. 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
added 
added 

unchanged 
unchanged 

$76.9M 
$25.5M 
$34.5M 
$40.9M 
$44.7M 
$35.0M 
$22.4M 
$24.0M 
$9.1M 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.10M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $ 3.11 M 
3G-0336 awarded 15 Sept $9.87M 

#3G-0175 awarded 20 Sept $6.95M 
3G-0416 awarded 22 Sept $20.8M 
3G-0133 awarded 22 Sept $35.2M 

*RTEP on street 
! KO Review 
Req Date - date requiring activity needs award 
# Picatinny Award 



. 
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R2-3G 
;:<i"<""("" ·,--,:>i,"'i76;:-"i'\'-'--\~:'--'1;:_""'7 --':"";;'-"'''-'''',,' --;"-:~-_ t_o;::'c>c~- ,;,'';-;;l,;i~_,''-i;~;\,,\; '\ - ",->-;!~;---" -,-" -/'_""""'_',",;" __ '_"'_;;"'_--""0 ;.--,.c;~:-,""-"\;:-";w--"0 :,. ik-' .,fie",>""--,,,-, -'., ,-:- .;_·;.;-'i:i 

Background 
R2-3G Basic Contracts awarded 29 July 2010 to 18 prime 
contractors. 

Ready For Award 
*3G-0245 27 Sept anticipated $76.9M 

*no funding received. Will award upon receipt of funding. 

Anticipated Award Dates 
*3G-0373 $10.3M 07 Oct 
*3G-0350 $16.7M 13 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0317 $157.9 17 Oct 
#3G-0393 $90.0M 15 Oct 
#3G-0316 $37.6M 20 Oct 
*3G-0298 $35.8M 20 Nov 
3G-0433 $87M 

#3G-0303 $13.4M 20 Dec 
3G-0403 $44.9M 

Req Date 
14 Oct 
10 Oct 
14 Oct 
14 Oct 
15 Oct 
15 Oct 
20 Oct 
10 Nov 
15 Dec 
20 Dec 
15 Jun 

l~ ,-J1!'!:' I""""'J.'K.,< 
*RTEP on street 
! KO Review 

Revised 
revised date 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

u... U.$. ARM.Y. ~.~. 
"% ... r 1-a1;1.mm' -'?~ 

Qnt:1j/lsiGii, -Grie'fiAiS$ion ,:' -m$)Va~i. Req Date - date requiring activity needs award 
# Picatinny Award 

Recent Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 Jun $12.38M 
3G-0396 awarded 12 Jul $16.6M 
3G-0312 awarded 28 Jul $1.10M 
3G-0310 awarded 29 Jul $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $3.11M 
3G-0336 awarded 15 Sep $9.87M 

#3G-0175 awarded 20Sep $6.95M 
3G-0416 awarded 22Sep $20.8M 
3G-0133 awarded 22Sep $35.2M 
3G-0052 awarded 26 Sep $18.3M 

#3G-0174 awarded 27 Sept $9.3M 
3G-0292 awarded 27 Sept $33.2M 

#3G-0140 awarded 27 Sept $13.5M 
#3G-0380 awarded 28 Sept $21.9M 

3G-0121 awarded 28 Sept $32.3M 
3G-0257 awarded 29 Sept $43.2M 
3G-0231 awarded 29 Sept $37.9M 
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Background 
R2-3G Basic Contracts awarded 29 July 2010 
to 18 prime contractors, 

Ready For Award Next 30 Days 
Anticipated Award Dates 
+3G-0245 $76,9M 27 Sep 

*3G-0373 $10,3M 07 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0350 $16.7M 19 Oct 
#3G-0316 $37.6M 20 Oct 
*3G-0317 $157.9 27 Oct 
#3G-0393 $90.0M 31 Oct 
# Picatinny Award 
*RTEP on street 
+no funding received. Will award upon receipt 
offunding. 

~ 

Task 
3G-0336 
3G-0416 
3G-0133 
3G-0052 
3G-0292 

Awards In Last 30 Days 
Awarded Base Amt 

#3G-0380 
3G-0121 
3G-0257 
3G-0231 

15 Sep $9.87M 
22 Sep $20.8M 
22 Sep $35.2M 
26Sep $18.3M 
27 Sept $33.2M 
28 Sept $21.9M 
28 Sept $32.3M 
29 Sept $43.2M 
29 Sept $37.9M 

Tasks initiated since June 1, 2011 
#3G-0175 20 Sep $6.95M} 
#3G-0174 27 Sept $9.3M 
#3G-0140 27 Sept $13.5M 

Average process time 

of 123 days. 

~ Payroll Status 
~~d expenses covered until January 30,2011 



Requirement to Award 

Ready For Award Next 30 Days 
+3G-0245 $76.9M 27 Sep 
*3G-0373 $10.3M 07 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0350 $16.7M 19 Oct 
#3G-0316 $37.6M 20 Oct 
*3G-0317 $157.9 27 Oct 
#3G-0393 $90.0M 31 Oct 
# Picatinny Award 
'RTEP on street 
+no funding received. Will award upon receipt of funding. 
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Ready For Award Next 30 Days 
+3G-0245 $76.9M 27 Sep 
+3G-0373 $10.3M 07 Oct 
+ 3G-0370 $14M 14 Oct 
+ 3G-0372 $3.6M 14 Oct 
*3G-0350 $16.7M 19 Oct 
*3G-0317 $157.9 27 Oct 
#3G-0393 $90.0M 31 Oct 
#3G-0316 $37.6M 17 Nov 
# Picatinny Award 
*RTEP on street 
+no funding received, Will award upon receipt of funding, 
ARMY 
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Issues 

• Protest received against 3G-0416 

-Requirement to Award data skewed upwards 
due to inclusion of tasks dating to old 
processes. Once these are awarded, data will 
better reflect current process and timeline. 
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I
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R2 Prep ACC RTEP Award 3G-0457.<I> '.$)~ '.$)~ ~ §' ~ .ff FY12 $2.08M 
rev.llnduslry r--.-----------------.. -.. --.. ----.. -.... --.-... --, E & 'b~ ~~ ~ ~ ~(}) Projected total FY12 

comment L~~_al~_~~d~~~.":'.~~.~.~~?~:.~_~_~~~~~.:.~~~~J D.. <J <::>'b(J '<.'b "f expense. $3.84M 

Ready For Award Next 30 Days 
+3G-0245 $76.9M 27 Sep 
+3G-0373 $10.3M 07 Oct 
+ 3G-0370 $14M 14 Oct 
+ 3G-0372 $3.6M 14 Oct 
*3G-0350 $16.7M 19 Oct 
*3G-0317 $157.9 27 Oct 
#3G-0393 $90.0M 31 Oct 
#3G-0316 $37.6M 17 Nov 
# Picatinny Award 
*RTEP on street 
+no funding received. Will award upon receipt of funding. 

~ifEC~';M 

Issues 

• Protest ongoing against 3G-0416 

-Requirement to Award data skewed upwards 
due to inclusion of tasks dating to old 
processes. Once these are awarded, data will 
better reflect current process and timeline. 
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Ready For Award Next 30 Days Issues 
3G-0245 $76.9M 04 Nov 
3G-0373 $10.3M 05 Nov 

• Protest ongoing against 3G-0416 

3G-0370 $14M 05 Nov 
3G-0372 $3.6M 05 Nov • 3G-0350 Awarded Oct 26 $11.6M 

3G-0317 $157.9 01 Nov 
# 3G-0393 $90.0M 31 Oct 
# 3G-0316 $37.6M 17 Nov 
# Picatinny Award 

\4- 11.$. ARM)' 

'(~ >'/p 



Anticipated Award Dates 
*3G-0310 $25M 30 26 July 
*3G-0384 $29.8M 30 03 August 
*3G-0317 $157.9 08 September 
*3G-0133 $48.7M 27 September 
*3G-0416 $67 M 02 Aug ust 
*3G-0356 $7.5M 25 August 
*3G-0336 $10.7M 29 August 
*3G-0311 $4.2M 31 August 
!3G-0231 $34.5M 28 September 
*3G-0257 $40.9M 23 September 
*3G-0292 $35M 29 September 
*3G-0052 $22.4 30 September 
!3G-0355 $10.3 30 September 
*3G-0370 $14M early October 
*3G-0372 $3.6M early October 
*3G-0373 $10.3M early October 
!3G-0350 $16.713 October 
*3G-0121 $44.7M 26 September 
!3G-0298 $35.8M October 

Revised 
this week 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

R2-3G 

Background 
R2-3G Basic Contracts awarded 29 July 2010 to 
18 prime contractors. 

Competitive Awards 
3G-0281 awarded 1 April 2011 for $5.2M 
3G-0139 awarded 21 June 2011 for $12.375M 
3G-0396 awarded 12 Ju Iy 2011 for $15.1 M 
3G-0312 awarded 28 July 2011 for $1.1 M 

Ready For Award 
3G-0310, 22 July anticipated date 

*RTEP on street 
! KO Review 



Anticipated Award Dates Revised 
*3G-0356 $7.5M 25 August unchanged 
*3G-0317 $157.9 08 September unchanged 
*3G-0133 $48.7M 27 September unchanged 
*3G-0416 $67M 02 August unchanged 
*3G-0356 $7.5M 25 August unchanged 
*3G-0336 $10.7M 29 August unchanged 
*3G-0311 $4.2M 31 August unchanged 
!3G-0231 $34.5M 28 September unchanged 
*3G-0257 $40.9M 23 September unchanged 
*3G-0245 $76.9M 23 September New Update 
*3G-0121 $44.7M 26 September unchanged 
*3G-0292 $35M 29 September unchanged 
*3G-0052 $22.4 30 September unchanged 
#3G-0355 $10.3 30 September delayed 
*3G-0370 $14M early October unchanged 
*3G-0372 $3.6M early October unchanged 
*3G-0373 $1 0.3M early October unchanged 
!3G-0350 $16.7 13 October unchanged 
!3G-0298 $35.8M October unchanged 

R2-3G 

Background 
R2-3G Basic Contracts awarded 29 July 2010 to 
18 prime contractors. 

Competitive Awards 
3G-0281 awarded 1 April 2011 for $5.2M 
3G-0139 awarded 21 June 2011 for $12.375M 
3G-0396 awarded 12 July 2011 for $15.1M 
3G-0312 awarded 28 July 2011 for $1.1 M 
3G-0310 awarded 29 July 2011 for $12.1 M 

Ready For Award 
3G-0384, 12 August anticipated date 
3G-0416, 22 August anticipated date 
3G-0311, 24 August anticipated date 

*RTEP on street 
! KO Review 
# Additional documentation needed. Delayed release 



Anticipated Award Dates 
*3G-0416 $67M 02 August 
*3G-0356 $7.5M 25 August 
*3G-0336 $10.7M 29 August 
*3G-0317 $157.908 September 
!3G-0231 $34.5M 28 September 
*3G-0257 $40.9M 23 September 
*3G-0245 $76.9M 23 September 
*3G-0121 $44.7M 26 September 
*3G-0133 $48.7M 27 September 
*3G-0292 $35M 29 September 
*3G-0052 $22.4 30 September 
#3G-0355 $10.3 30 September 
*3G-0370 $14M early October 
*3G-0372 $3.6M early October 
*3G-0373 $10.3M early October 
!3G-0350 $16.7 13 October 
!3G-0298 $35.8M October 

One: W~,iDh,. -One Mh:"'S,vn ;.: 1tie Warfi'~Mef, 

Revised 
22 August 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
delayed 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

R2-3G 

Background 
R2-3G Basic Contracts awarded 29 July 2010 to 
18 prime contractors. 

Competitive Awards 
3G-0281 awarded 1 April 2011 for $5.2M 
3G-0139 awarded 21 June 2011 for $12.375M 
3G-0396 awarded 12 July 2011 for $15.1M 
3G-0312 awarded 28 July 2011 for$i.1M 
3G-0310 awarded 29 July 2011 for $12.1M 

Ready For Award 
3G-0384, 12 or 15 August anticipated date 
3G-0311, 24 August anticipated date 

*RTEP on street 
! KO Review 
# Additional documentation needed. Oelayed release 



Anticipated Award Dates 
*3G-0416 $67M 29Aug 
*3G-0231 $34.5M 28 Sept 
*3G-0257 $40.9M 23 Sept 
*3G-0245 $76.9M 23 Sept 
*3G-0121 $44.7M 26 Sept 
*3G-0133 $48.7M 27 Sept 
*3G-0292 $35M 29 Sept 
*3G-0052 $22.4 30 Sept 
*3G-0373 $i0.3M 07 Oct 
!3G-0298 $35.8M 10 Oct 
!3G-0350 $16.7 13 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0317 $157.9 27 Oct 
-~ 

• 
000 Y;j[da, :One MJdoo" ti'-w Worffghwr. 

Req Date 
07 Sept 
28 Sept 
23 Sept 
23 Sept 
15 Sept 
25 Sept 
29 Sept 
20 Sept 
07 Oct 
20 Sept 
10 Oct 
14 Oct 
14 Oct 
27 Oct 

*RTEP on street 
! KO Review 

R2-3G 

Revised 
updated 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
updated 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.2M 
3G-0139 awarded 21 June $12.375M 
3G-0396 awarded 12 July $i5.1M 
3G-0312 awarded 28 July $1.1M 
3G-0310 awarded 29 July $12.1M 

Ready For Award 
3G-0384,22 August anticipated 
3G-0311, 24 August anticipated 
3G-0356, 25 August anticipated 
3G-0336, 29 August anticipated 

Req Date - date requiring activity needs award 



Anticipated Award Dates 
*3G-0416 $67M 29Aug 
*3G-0231 $34.5M 28 Sept 
*3G-0257 $40.9M 23 Sept 
*3G-0245 $76.9M 23 Sept 
*3G-0121 $44.7M 26 Sept 
*3G-0133 $48.7M 27 Sept 
*3G-0292 $35M 29 Sept 
*3G-0052 $22.4 30 Sept 
*3G-0373 $10.3M 07 Oct 
!3G-0298 $35.8M 10 Oct 
!3G-0350 $16.7 13 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0317 $157.9 27 Oct 
3G-0403 $44.9M 
3G-0433 $87M 

~ U:~'AR~Y . ... ~~\a. A 'A,EEC~AVI 
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R2-3G 

Req Date Revised 
07 Sept unchanged 
28 Sept unchanged 
23 Sept unchanged 
23 Sept unchanged 
15 Sept unchanged 
25 Sept unchanged 
29 Sept unchanged 
20 Sept unchanged 
07 Oct unchanged 
20 Sept unchanged 
10 Oct unchanged 
14 Oct unchanged 
14 Oct unchanged 
27 Oct unchanged 
10 Nov new addition 
15 Dec new addition 

---.--~-------

*RTEP on street 
! KO Review 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.2M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.1M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.04M 

Ready For Award 
3G-0311, 24 August anticipated 
3G-0356, 25 August anticipated 
3G-0336, 29 August anticipated 

Req Date - date requiring activity needs award 



Anticipated Award Dates Revised 
*3G-0310 $25M 30 26 July this week 
*3G-0384 $29.8M 30 03 August unchanged 
*3G-0317 $157.9 OS September unchanged 
*3G-0133 $4S.7M 27 September unchanged 
*3G-0416 $67M 02 August unchanged 
*3G-0356 $7.5M 25 August unchanged 
*3G-0336 $1 0.7M 29 August unchanged 
*3G-0311 $4.2M 31 August unchanged 
!3G-0231 $34.5M 28 September unchanged 
*3G-0257 $40.9M 23 September unchanged 
*3G-0292 $35M 29 September unchanged 
*3G-0052 $22.4 30 September unchanged 
!3G-0355 $10.3 30 September unchanged 
*3G-0370 $14M early October unchanged 
*3G-0372 $3.6M early October unchanged 
*3G-0373 $10.3M early October unchanged 
!3G-0350 $16.713 October unchanged 
*3G-0121 $44.7M 26 September unchanged 
!3G-029S $35.8M October unchanged 

R2-3G 
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Background 
R2-3G Basic Contracts awarded 29 July 2010 to 
18 prime contractors. 

Competitive Awards 
3G-0281 awarded 1 April 2011 for $5.2M 
3G-0139 awarded 21 June 2011 for $12.375M 
3G-0396 awarded 12 July 2011 for $15.1M 
3G-0312 awarded 28 July 2011 for$1.1M 

Ready For Award 
3G-0310, 22 July anticipated date 

.-------~ 

*RTEP on street 
! KO Review 
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Anticipated Award Dates 
*3G-0356 $7.5M 25 August 
*3G-0317 $157.908 September 
*3G-0133 $48.7M 27 September 
*3G-0416 $67M 02 August 
*3G-0356 $7.5M 25 August 
*3G-0336 $10.7M 29 August 
*3G-0311 $4.2M 31 August 
!3G-0231 $34.5M 28 September 
*3G-0257 $40.9M 23 September 
*3G-0245 $76.9M 23 September 
*3G-0121 $44.7M 26 September 
*3G-0292 $35M 29 September 
*3G-0052 $22.4 30 September 
#3G-0355 $10.330 September 
*3G-0370 $14M early October 
*3G-0372 $3.6M early October 
*3G-0373 $10.3M early October 
13G-0350 $16.7 13 October 
!3G-0298 $35.8M October 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
New Update 
unchanged 
unchanged 
unchanged 
delayed 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

Background 
R2-3G Basic Contracts awarded 29 July 2010 to 
18 prime contractors. 

Competitive Awards 
3G-0281 awarded 1 April 2011 for $5.2M 
3G-0139 awarded 21 June 2011 for $12.375M 
3G-0396 awarded 12 July 2011 for $15.1 M 
3G-0312 awarded 28 July 2011 for $1.1M 
3G-0310 awarded 29 July 2011 for $12.1M 

Ready For Award 
3G-0384, 12 August anticipated date 
3G-0416, 22 August anticipated date 
3G-0311, 24 August anticipated date 

*RTEP on street 
! KO Review 
# Additional documentation needed. Delayed release 



=="~~"~=~ R2-3G 

Anticipated Award Dates 
*3G-0416 $67M 02 August 
*3G-0356 $7.5M 25 August 
*3G-0336 $10.7M 29 August 
*3G-0317 $157.9 08 September 
!3G-0231 $34.5M 28 September 
*3G-0257 $40.9M 23 September 
*3G-0245 $76.9M 23 September 
*3G-0121 $44.7M 26 September 
*3G-0133 $48.7M 27 September 
*3G-0292 $35M 29 September 
*3G-0052 $22.4 30 September 
#3G-0355 $10.3 30 September 
*3G-0370 $14M early October 
*3G-0372 $3.6M early October 
*3G-0373 $10.3M early October 
!3G-0350 $16.7 13 October 
!3G-0298 $35.8M October 
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Revised 
22 August 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
delayed 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

Background 
R2-3G Basic Contracts awarded 29 July 2010 to 
18 prime contractors. 

Competitive Awards 
3G-0281 awarded 1 April 2011 for $5.2M 
3G-0139 awarded 21 June 2011 for $12.375M 
3G-0396 awarded 12 July 2011 for$15.1M 
3G-0312 awarded 28 July 2011 for $1.1 M 
3G-0310 awarded 29 July 2011 for $12.1M 

Ready For Award 
3G-0384, 12 or 15 August anticipated date 
3G-0311, 24 August anticipated date 

*RTEP on street 
! KO Review 
# Additional documentation needed. Delayed release 



Anticipated Award Dates 
*3G-0416 $67M 29Aug 
*3G-0231 $34.5M 28 Sept 
*3G-0257 $40.9M 23 Sept 
*3G-0245 $76.9M 23 Sept 
*3G-0121 $44.7M 26 Sept 
*3G-0133 $48.7M 27 Sept 
*3G-0292 $35M 29 Sept 
*3G-0052 $22.4 30 Sept 
*3G-0373 $i0.3M 07 Oct 
!3G-0298 $35.8M 10 Oct 
!3G-0350 $16.7 13 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0317 $157.9 27 Oct 

~ ~-------.. -----
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Req Date 
07 Sept 
28 Sept 
23 Sept 
23 Sept 
15 Sept 
25 Sept 
29 Sept 
20 Sept 
07 Oct 
20 Sept 
10 Oct 
14 Oct 
14 Oct 
27 Oct 
~ .... ----

*RTEP on street 
! KO Review 

Revised 
updated 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
updated 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.2M 
3G-0139 awarded 21 June $12.375M 
3G-0396 awarded 12 July $i5.1M 
3G-0312 awarded 28 July $1.1M 
3G-0310 awarded 29 July $12.1M 

Ready For Award 
3G-0384, 22 August anticipated 
3G-0311, 24 August anticipated 
3G-0356, 25 August anticipated 
3G-0336, 29 August anticipated 

Req Date - date requiring activity needs award 
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Anticipated Award Dates 
*3G-0416 $67M 29Aug 
*3G-0231 $34.5M 28 Sept 
*3G-0257 $40.9M 23 Sept 
*3G-0245 $76.9M 23 Sept 
*3G-0121 $44.7M 26 Sept 
*3G-0133 $48.7M 27 Sept 
*3G-0292 $35M 29 Sept 
*3G-0052 $22.4 30 Sept 
*3G-0373 $10.3M 07 Oct 
!3G-0298 $35.8M 10 Oct 
!3G-0350 $16.7 13 Oct 
*3G-0370 $14M 14 Oct 
*3G-0372 $3.6M 14 Oct 
*3G-0317 $157.9 27 Oct 
3G-0403 $44.9M 
3G-0433 $87M 

~ U.S.ARMY 
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Req Date Revised 
07 Sept unchanged 
28 Sept unchanged 
23 Sept unchanged 
23 Sept unchanged 
15 Sept unchanged 
25 Sept unchanged 
29 Sept unchanged 
20 Sept unchanged 
07 Oct unchanged 
20 Sept unchanged 
10 Oct unchanged 
14 Oct unchanged 
14 Oct unchanged 
27 Oct unchanged 
10 Nov new addition 
15 Dec new addition 

*RTEP on street 
! KO Review 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.2M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.1 M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.04M 

Ready For Award 
3G-0311, 24 August anticipated 
3G-0356, 25 August anticipated 
3G-0336, 29 August anticipated 

Req Date - date requiring activity needs award 



Anticipated Award Dates Req Date 
*3G-0416 $67M 29 Aug 07 Sept 
*3G-0231 $34.5M 28 Sept 28 Sept 
*3G-0257 $40.9M 23 Sept 23 Sept 
*3G-0245 $76.9M 23 Sept 23 Sept 
*3G-0121 $44.7M 26 Sept 15 Sept 
*3G-0133 $48.7M 27 Sept 25 Sept 
*3G-0292 $35M 29 Sept 29 Sept 
*3G-0052 $22.4 30 Sept 20 Sept 
*3G-0373 $10.3M 07 Oct 07 Oct 
!3G-0298 $35.8M 10 Oct 20 Sept 
13G-0350 $16.7 13 Oct 10 Oct 
*3G-0370 $14M 14 Oct 14 Oct 
*3G-0372 $3.6M 14 Oct 14 Oct 
*3G-0317 $157.9 27 Oct 27 Oct 
3G-0403 $44.9M 10 Nov 
3G-0433 $87M 15 Dec 

*RTEP on street 
! KO Review 

R2-3G 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
new addition 
new addition 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.10M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $ 3.11 M 

Ready For Award 
3G-0336, 09 Sept anticipated 
3G-0416, 09 Sept anticipated *** 

~ ...... ·.~Cr-«~ 
.~?&M~I..~ 
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Req Date - date requiring activity needs award 
***Customer reviewing documents - award may slip 



Anticipated Award Dates Req Date 
*3G-0231 $34.5M 28 Sept 28 Sept 
*3G-0257 $40.9M 23 Sept 23 Sept. 
*3G-0245 $76.9M 23 Sept 23 Sept 
*3G-0121 $44.7M 26 Sept 15 Sept 
*3G-0133 $48.7M 27 Sept 25 Sept 
*3G-0292 $35M 29 Sept 29 Sept 
*3G-0052 $22.4 30 Sept 20 Sept 
*3G-0373 $10.3M 07 Oct 07 Oct 
!3G-0298 $35.8M 10 Oct 20 Sept 
*3G-0350 $16.7M 13 Oct 10 Oct 
*3G-0370 $14M 14 Oct 14 Oct 
*3G-0372 $3.6M 14 Oct 14 Oct 
*3G-0317 $157.9 27 Oct 27 Oct 
3G-0403 $44.9M 10 Nov 
3G-0433 $87M 15 Dec 

*RTEP on street 
! KO Review 

R2-3G 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.10M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $ 3.11 M 

Ready For Award 
3G-0336, 15 Sept anticipated 
3G-0416, 17 Sept anticipated 
3G-0133, 22 Sept anticipated 

~. U,$.ARMY ... ~~ 
,"~CEC~ Req Date - date requiring activity needs award 

qll# )/IsI6,t OiJf7 Tt.1i§.lr,ln -1h~ Worlifjpuer' 



Anticipated Award Dates Req Date 
*3G-0231 $34.5M 27 Sept 28 Sept 
*3G-0257 $40.9M 23 Sept 23 Sept 
*3G-0245 $76.9M 23 Sept 23 Sept 
*3G-0121 $44.7M 26 Sept 15 Sept 
*3G-0133 $48.7M 27 Sept 25 Sept 
*3G-0292 $35M 29 Sept 29 Sept 
*3G-0052 $22.4 27 Sept 20 Sept 
*3G-0373 $10.3M 07 Oct 07 Oct 
!3G-0298 $35.8M 10 Oct 20 Sept 
*3G-0350 $16.7M 13 Oct 10 Oct 
*3G-0370 $14M 14 Oct 14 Oct 
*3G-0372 $3.6M 14 Oct 14 Oct 
*3G-0317 $157.9 27 Oct 27 Oct 
3G-0403 $44.9M 10 Nov 
3G-0433 $87M 15 Dec 

*RTEP on street 
! KO Review 

R2-3G 

Revised 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 
unchanged 

Background 
R2-3G Basic Contracts awarded 29 
July 2010 to 18 prime contractors. 

Competitive Awards 
3G-0281 awarded 01 Apr $5.20M 
3G-0139 awarded 21 June $12.38M 
3G-0396 awarded 12 July $16.6M 
3G-0312 awarded 28 July $1.10M 
3G-0310 awarded 29 July $19.7M 
3G-0384 awarded 23 Aug $13.0M 
3G-0311 awarded 30 Aug $8.96M 
3G-0356 awarded 30 Aug $ 3.11 M 

Ready For Award 
3G-0336, 15 Sept anticipated 
3G-0416, 17 Sept anticipated 
3G-0133, 22 Sept anticipated 

~CEC~';M Req Date - date requiring activity needs award 
'One \t1s{oo., one M!5sfan - ",9 Wcrfigll.kN, 



Anticipated Award Dates Req Date Revised 
Background 

*3G-0373 $10.3M 07 Oct 7 Oct unchanged 
!3G-0298 $35.8M 20 Nov 1 Nov unchanged R2-3G Basic Contracts awarded 29 

*3G-0350 $16.7M 13 Oct 10 Oct unchanged July 2010 to 18 prime contractors. 
*3G-0370 $14M 14 Oct 14 Oct unchanged 
*3G-0372 $3.6M 14 Oct 14 Oct unchanged Competitive Awards 
*3G-0317 $157.9 17 Oct 15 Oct unchanged 3G-0281 awarded 01 Apr $5.20M 
#3G-0393 $90.0M 15 Oct 15 Oct added 3G-0139 awarded 21 June $12.38M 
#3G-0316 $37.6M 20 Oct 20 Oct added 3G-0396 awarded 12 July $16.6M 
3G-0403 $44.9M 10 Nov unchanged 3G-0312 awarded 28 July $1.10M 
3G-0433 $87M 15 Dec unchanged 3G-0310 awarded 29 July $19.7M 

Ready For Award 3G-0384 awarded 23 Aug $13.0M 
3G-0245 27 Sept anticipated $76.9M 3G-0311 awarded 30 Aug $8.96M 
3G-0140 26 Sept (Picatinny), $25.5M 3G-0356 awarded 30 Aug $ 3.11M 
*3G-0231 29 Sept anticipated $34.5M 3G-0336 awarded 15 Sept $9.87M 
*3G-0257 27 Sept anticipated $40.9M 

#3G-0175 awarded 20 Sept $6.95M *3G-0121 26 Sept anticipated $44.7M 
*3G-0292 29 Sept anticipated $35.0M 3G-0416 awarded 22 Sept $20.8M 
*3G-0052 27 Sept anticipated $22.4M 3G-0133 awarded 22 Sept $35.2M 
#3G-0380 27 Sept anticipated $24.0M~ *RTEP on street #3G-0174 27 Sept anticipated $9.1M 

~CEr:::~N 
! KO Review 
Req Date - date requiring activity needs award 
# Picatinny Award 
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