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DEPARTMENT OF DEFENSE APPROPRIATIONS
FOR 2009

WEDNESDAY, JANUARY 23, 2008.

ARMY CONTRACTING TASK FORCE
WITNESSES

LIEUTENANT GENERAL N. ROSS THOMPSON, MILITARY DEPUTY TO
THE ASSISTANT SECRETARY OF THE ARMY, ACQUISITION, LOGIS-
TICS AND TECHNOLOGY

DANIEL M. QUINN, CHIEF OF STAFF, U.S. ARMY CRIMINAL INVESTIGA-
TION COMMAND

INTRODUCTION

Mr. MURTHA. We will welcome the two gentlemen to the Com-
mittee. All of us in the Committee are concerned about the stories
we have read, but also the reports we have had about the corrup-
tion in the sole source contracting that we have seen. So we will
be very interested to hear if there has been an improvement. I
know I talked to Secretary Gates about it. And he said to me that
he had complete confidence in Secretary Geren. I think the same
way. I think Secretary Geren really has tried to get it under con-
trol. But we need, since we control the money, we need to hear
from you what the situation is and how you see improvements.

Last year, at the request of Moran, we put in 500 GSA con-
tracting officers to shift over from GSA to the Army. I don’t know
whatever happened to it in the bill itself, but we put it in the
House side, and whether it got through the conference I don’t re-
member. But at any rate, we knew it was a problem last year, we
tried to address it. But we are interested to hear what you have
to say about it. But welcome to the Committee, and we will hear
from Mr. Young.

Mr. YouNGg. Mr. Chairman, I move that those portions of the
hearing today which involve classified material be held in executive
session because of the classification of the material to be discussed.

Mr. MURTHA. We will call the role. The question is on the mo-
tion. Those in favor say aye. Aye. Opposed, no. The ayes have it.
The hearing is closed. Any comments, Mr. Young?

REMARKS OF MR. YOUNG

Mr. YouNG. Mr. Chairman, I have no opening comments. What
we are dealing with today is not a new problem. It didn’t start with
these gentlemen that are here today. And it may not end with
these gentlemen here today. But I think it is important that we do
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review the issues thoroughly as we can. So I appreciate your sched-
uling this hearing this morning.

Mr. MURTHA. Welcome to the Committee, General Thompson. I
want you to know that General Cody made sure he told me what
confidence he has in you. Colonel McCaleb has the greatest con-
fidence in you. So with that, we will be interested in hearing what
you have to say.

SUMMARY STATEMENT OF GENERAL THOMPSON

General THOMPSON. Well, sir, thank you, Chairman Murtha and
Congressman Young, distinguished members of the subcommittee.

(Cell phone rings.)

General THOMPSON. The good news is it was not mine, sir. Join-
ing me today is Mr. Dan Quinn.

Mr. MURTHA. I will tell you a story. The first time I ever saw a
telephone, a big telephone about this big, Cheney had one. And it
was sitting when he was there, and the damn thing rang, and he
did not know how to turn it on or off. It was about this big, if you
remember the old telephones. Go ahead.

General THOMPSON. Sir, with me today is Dan Quinn, who is the
chief of staff for the Criminal Investigation Command in the Army.
And he and I will try to address the questions that you have and
the members of the Committee have.

Mr. MURTHA. You have to speak right into the microphone, be-
cause this room is not the best.

General THOMPSON. Is that better, sir?

Mr. MURTHA. Yeah.

General THOMPSON. Thanks for the opportunity to appear today
before the Committee. And I am going to talk about the Army’s
comprehensive and ongoing efforts to ensure that policies and pro-
cedures are in place for all joint, expeditionary contracting oper-
ations, not just today, but in the future. I have a written statement
that I respectfully request be made part of the record for today’s
hearing.

Mr. MURTHA. Without objection.

SUMMARY STATEMENT OF GENERAL THOMPSON

General THOMPSON. And my opening remarks this morning will
be brief. But Mr. Chairman, before I start, I would like to thank
the Committee, its members, and the Committee leadership for
your unwavering support of the men and women in uniform. Mr.
Chairman, as you know, the Secretary of the Army created a spe-
cial commission on contracting led by Dr. Jacques Gansler to look
at long-term strategic view of the Army’s acquisition and con-
tracting system to support expeditionary operations. In parallel
with that effort, the Army Contracting Task Force, which I co-
chaired with Ms. Kathryn Condon, who is the Executive Deputy for
the Army Materiel Command, looked together, along with the
Gansler Commission, to look at current contracting operations. And
we took immediate actions where necessary. The Gansler Commis-
sion had 14 recommendations for improvement. And they were con-
sistent with the Army Contracting Task Force’s findings. And the
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Army is making steady progress in addressing the structural weak-
nesses and shortcomings identified.

GANSLER COMMISSION RECOMMENDATIONS

In a recent assessment, the Army has taken significant or partial
action on 21 of the 27 Gansler Commission recommendations that
are specific to the Army. Some of the Gansler Commission rec-
ommendations of the total of 40 were specific to OSD. And we are
working together with OSD to address those as well. My written
statement outlines the major actions taken to date, which include
accelerating plans to set up the contracting structure recommended
by the Commission, and increase the size of the contracting work-
force. The Army has approved a two star-level Army Contracting
Command organization under the Army Materiel Command, and
there will be two subordinate commands, a one-star expeditionary
contracting command and a restructured one-star level installation
contracting organization.

ARMY CONTRACTING COMMAND

We have identified the individuals to lead those organizations.
And in addition, we plan to grow our military contracting structure
and our civilian contracting workforce in line with the Commission
recommendations. As a result of the ongoing operations in South-
west Asia, the Army has increased its focus on contingency con-
tracting. Up until a year ago, we did not have a defined structure
to support expeditionary operations or to support a modular Army.
We began about 3 years ago to identify the need for that structure
and put all the processes and procedures in place to establish that
structure. I will talk about that today during the hearing. We have
got a contingency contracting structure that consists of Contracting
Support Brigades. And these are very small brigades in number.

The brigade headquarters is only 19 people. We have got contin-
gency contracting battalions and four-person contingency con-
tracting teams. And these are all military. We are beginning to fill
with trained military contracting officers and noncommissioned of-
ficers the four brigades, six battalions, and 121 teams that were
previously established. In the last 4 months, we have made the
case inside the Army, and we are going to expand that structure
by adding three more brigades, five battalions, and 51 additional
teams. And we believe this will give us the military structure in
order to meet the expeditionary contracting requirements.

In the last year in Kuwait, the Army augmented the staff to
make sure the commander there had the resources he needed to
deal with the present workload. Part of that workload was the or-
derly transfer of existing and any future major contract actions to
the Acquisition Center at Rock Island, Illinois, under the Army Ma-
teriel Command. At present, we have transferred from Kuwait con-
tract actions valued at approximately $800 million. The Army has
completed a comprehensive review of all of the Kuwait contract
files from fiscal year 2003 to fiscal year 2006. And any actions that
were found with potential fraud indicators that had not already
been under investigation by the Criminal Investigation Command
have been turned over to CID for further investigation.
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The Army conducted the audits and investigations into the over-
sight, the execution, and the management of contracting in the the-
ater of operations. And these audits and investigations are ongoing
today. The vast majority of our military and civilian contracting
personnel who award and manage contracts perform well in ex-
treme conditions, but the auditors and investigators did discover
cases of potential fraud, and some of the worst cases originating in
Kuwait. Mr. Chairman, upholding the highest ethical standards,
while discharging our duties, is of paramount concern to the Acqui-
sition Corps and to the Army.

CONTRACTING WORKFORCE

Even though of we have confidence in the talent and profes-
sionalism of the contracting workforce, we must remain vigilant at
all times. We are actively engaged with the Department of Defense
efforts to eliminate all areas of vulnerability in contracting. A criti-
cally important issue is the size, structure, and training of the mili-
tary and civilian contracting workforce. The acquisition workforce
has declined significantly in the last decade. And the workload and
the number of dollars associated with that workload have increased
significantly. The Army has never fought an extended conflict that
required such reliance on contractor support.

We are addressing the need to expand, train, structure, and em-
power our contracting personnel to support the full range of mili-
tary operations. We are developing a detailed contracting campaign
plan to implement the necessary changes to contracting, incor-
porating improvements in doctrine, organization, training, leader-
ship, and materiel. We are partnering with the Defense Acquisition
University and State and local universities to incorporate the nec-
essary contracting courses into their curriculum. In addition, 12
professional military education courses inside the Army have new
or enhanced subject matter on expeditionary contracting, with ad-
ditional courses under examination for insertion of expeditionary
contracting-related material. The Army is putting plans in place to
capture expeditionary contracting lessons learned by formally
interviewing units and individuals as they return from theater, and
incorporating these findings into doctrine, training guides, and user
handbooks. Our goal is to bring more qualified, trained individuals
into the workforce at an accelerated pace, and ultimately perform
at the journeyman level in a shorter period of time. We are work-
ing closely with OSD, and are in discussions with the leaders of the
contracting communities in the Navy, the Air Force, and the De-
fense Logistics Agency to look at areas of increased collaboration
and workload distribution. Mr. Chairman, this concludes my open-
ing remarks, and I look forward to your questions.
| [The statement of Lieutenant General N. Ross Thompson fol-
ows:]
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introduction

Chairman Murtha, Congressman Young, and distinguished members of
the Appropriations Committee: | thank you for the opportunity to report to you on
the U.S. Army’s comprehensive, ongoing efforts to ensure policies and
procedures are in place for all joint, expeditionary contracting operations in lraq,
Afghanistan, and Kuwait, and to better prepare the Army for acquisition and
logistical support of combat operations in the future.

The candid and comprehensive report by Dr. Jacques Gansler and the
Members of his Commission on Army Acquisition and Program Management in
Expeditionary Operations has given us insights for the way ahead. The
Commission made four overarching recommendations to ensure the success of
future expeditionary operations:

)] Increase the stature, quantity, and career development of
military and civilian contracting personnel, particularly for
expeditionary operations;

2) Restructure organization and restore responsibility to facilitate
contracting and contract management;

3) Provide training and tools for overall contracting activities in
expeditionary operations; and

4) Obtain legislative, regulatory, and policy assistance to enable

contracting effectiveness in expeditionary operations.
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The Commission’s four key recommendations for improvement are
consistent with the issues identified by the Army Contracting Study completed in
2005 and the Army Contracting Task Force, which was Co-Chaired by Ms.
Kathryn A. Condon, the Executive Deputy to the Commanding General at the
U.S. Army Materiel Command, and me. The Army is aggressively addressing
the structural weaknesses and shortcomings identified in order to improve
current and future expeditionary contracting activities. Our actions stretch across
the Army and include an ongoing, comprehensive review of doctrine,
organization, training, materiel, leader development, personnel and facilities. ina
recent assessment, the Army has taken significant or partial action on 21 of the
27 Gansler Commission recommendations that are specific to the Army.

it is important to emphasize that Dr. Gansler's Commission was chartered
to look at the Iong—tgrm, strategic view of the Army’s acquisition and contracting
system in support of expeditionary operations. Tovcomp!ement the
Commission’s strategic review, the Army Contracting Task Force was formed to
review current contracting operations and take immediate action where
appropriate. The Secretary of the Army has directed Acting Under Secretary of
the Army, Nelson M. Ford, to implement specific recommendations of both the
Gansler Commission and the Army Contracting Task Force as expeditiously as
possible.

While the Army Contracting Task Force does not believe that a separate
Army contracting promotion board is necessary, the Army has approved a two

star-level Army Contracting Command organization under the Army Materiel
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Command, including two subordinate commands; a one-star expeditionary
contracting command and a restructured one-star level installation contracting
organization. The Army is in the process of identifying the individuals by name to
lead these organizations. We plan to grow our military contracting structure in
the Active force and our civilian contracting workforce in line with the

Commission recommendations. We also realize the need for members of the
military contracting workforce to begin their careers earlier. Plans are underway
to move the accession point for military officers to immediately following their
Branch qualification at the Captain level (five-six year mark) and for Non-
Commissioned Officers to transition into the contracting career field after they
have achieved the rank of Staff Sergeant (five-six year mark); this is two to three
years earlier than at present. In addition, the Army will address, with the Office of
the Secretary of Defense, legislative proposals to incentivize civilians to volunteer

for expeditionary operations.

U.S. Army Actions

As a result of the ongoing operations in Southwest Asia, the Army has
increased the focus on contingency contracting. Up until just a year ago, we did
not have a defined contingency contracting structure to support expeditionary
operations or support a modular Army. We have ﬁow established a contingency
contracting structure that consists of contracting support brigades, contingency
contracting battalions, and four-person contingency contracting teams. Each

contracting support brigade is commanded by a cdlonel, who assists the Army
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Service Component Commander (ASCC), a three star commander, in his
contracting support — planning and coordinating contracting operations in a
theater of operations. The brigades oversee contingency contracting battalions
and teams - Active, Reserve, and National Guard — in executing the ASCC's
contracting support plan. The Contracting Support Brigades' battalions and
teams are being activated, and they will coordinate and integrate their plans with
Army Field Support Brigades. These two new brigade designs are designed to
support the Army modular force by developing a single, seamless, fully
integrated planning cell to provide quick response and command and control of
acquisition, logistics, and technology capabilities across the spectrum of conflict.
As the scope and scale of contracting in Southwest Asia evolved, the
Army recognized the need to assess its contract management capacity. The
Army conducted audits and investigations into the oversight, execution, and
management of contracting in the theater of operations, and these audits and
investigations are ongoing. While the vast majority of our military and civilian
contracting personnel who award and manage these contracts perform well in
extreme conditions, auditors and investigators discovered cases of potential
fraud in contracting operations with the worst cases originating in Kuwait.
Currently, there are 87 ongoing criminal investigations involving contract fraud
committed against the U.S. military in the Iraq, Afghanistan, and Kuwait theater
of operations. The Army acted decisively to correct deficiencies specifically
identified in Kuwait with the following agencies involved in corrective actions: the

U.S. Army Audit Agency (AAA); the U.S. Army Criminal Investigation Command
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(CID); the U.S. Army Contracting Agency; the U.S. Army Materiel Command
(AMC); and the U.S. Army Sustainment Command, all working in cooperation
with the Defense Contract Management Agency.

In 2005, the Army began audits and CID increased investigative activity
into allegations of corrupt contracting in Southwest Asia. Deployed commanders
also expressed their concerns and requested the Army to send in additional CID
Special Agents and auditors from AAA and from CID. in 2005, CID established
the Iraq Fraud Detachment and in 2006, CID established the Kuwait Fraud Office
- both staffed with specially trained CID Special Agents. Throughout these
investigations, the Army has updated Congress and taken corrective actions as
warranted.

In February 2007, after then-Secretary of the Army Dr. Francis Harvey
was briefed on the matter, he directed further action to correct deficiencies,
including an assessment of contracting activities throughout Central Command
and implementation of a Corrective Action Plan to address issues.

As a result, in March 2007, a senior Contracting Operations Review Team
was deployed to review all contract operations in theater. in April 2007, the Army
began implementing a Contracting Action Plan that reorganized the Kuwait
Contracting Office, installed new leadership, established a Joint Logistics
Procurement Support Board, increased staffing, deployed senior contracting
professionals and attorneys to Kuwait, and provided additional ethics training and

assigned legal support.
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In addition, the Army published the following guidance designed to

improve management of service acquisitions and to strengthen oversight,

surveillance and documentation of contractor’s performance.

M

()

@)

The Army’s Source Selection Manual was revised and incorporated
into our acquisition supplement. it is a comprehensive source
selection tool designed to provide flexibility in the source selection
process while enabling Army contracting officers to design and
execute their source selection plans and Requests for Proposal
(RFPs) to provide optimum solutions to meet their customer’s
needs. Source selection training is now required for every source
selection team member to ensure they understand their roles and
responsibilities.

In response to Section 812 of the FY 06 National Defense
Authorization Act, we adjusted our management framework for
review and approval of service contracts at both the strategic and
tactical levels. Since 2003, the Deputy Assistant Secretary of the
Army for Policy and Procurement, along with other key senior Army
leaders, has reviewed and approved service strategies with a
combined total value greater than $231B.

Contracting officers have been directed to appoint a trained
contracting officer’s representative (COR) for every service contract
awarded with an estimated value greater than $2,500. To ensure

that systematic quality assurance methods are used during contract
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administration, quality assurance surveillance plans must also be
prepared and implemented.

{4) A standard, minimum training requirement has been established for
Army contracting officer representatives (CORs). They must
complete the Defense Acquisition University on-line continuous
learning module, “COR with a Mission Focus,” prior to appointment.
As of November 1, 2007, over 4500 Army personnel have
completed this course.

(5)  Acquisition leadership reiterated the requirement for contractor
performance to be adequately documented and performance
reports prepared, entered and maintained in our performance
assessment systems. We will not allow poor performers to be
rewarded with more work.

(6) A reminder was sent to the entire Army Acquisition workforce
addressing their responsibilities as public servants and stewards of
the taxpayer’s investment and exhorting them to ensure that their
actions remain above reproach, both in reality and appearance.

Written guidance is of no benefit, uniess it is executed by a capable, trained
workforce. Recognizing this need, the Army convened the first Army Procuring
Contracting Officer (PCO) Training symposium. Over 500 PCOs were trained in
critical areas now demanding increased proficiency. A wide range of topics were
covered, including cost and pricing and source selection requirements as well as

contracting integrity. The Army has also initiated training for our Heads of
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Contracting Activities to heighten their awareness of roles and responsibilities
associated with supporting the mission of their command in the contracting
arena. The Army is also putting plans in place to capture “expeditionary
contracting” lessons learned by formally interviewing units as they return from
theater and to incorporate findings into doctrine, training guides, and user
handbooks. In addition, 12 professional military education courses now have new
or enhanced expeditionary contracting subject matter with additional courses
under examination for insertion of expeditionary contracting related curricula.
And, the U.S. Army Combined Arms Support Command established a Battlefield
Contracting Community of Interest on its Logistics Data Network.

Upholding the highest ethical standards while discharging our duties is of
paramount concern and while we have confidence in the talent and
professionalism of the Army’s acquisition workforce, we must remain vigilant to
potential compromises of integrity. We are actively engaged in Department of
Defense efforts to eliminate areas of vulnerability within Defense contracting. The
ASA(ALT) staff is leading a subcommittee effort looking at Sustained Senior
Leadership issues and other personnel from the organization are reviewing areas
associated with proper contract surveillance. To obtain an Army-wide perspective
on procurement operations we recently chartered a corresponding Army
Contracting Integrity Panel. We have membership from each Army functional
area involved with contracting. The panel will examine contracting integrity
drivers that have the greatest impact on vulnerabilities relating to fraud, waste.

and abuse in our contracting system.
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As previously mentioned, the Army Contracting Task Force mission was to
examine current Army operations and future plans for providing contracting
support to contingency br other military operations. The Task Force looked at
contracting activities across the Army. There is contract authority in many of the
commands in the Army, and that contract authority is delegated from the
Assistant Secretary position to the head of contracting activities in different
organizations and commands within the Army. In addition, the Task Force
studied actions of AAA and CID for both insight and lessons leamed.

In the short-term, the Army augmented the staff in Kuwait with additional
individuals to assist the warfighter in translating their requirements into
statements of work and additional contract specialists and contracting officers to
facilitate contract execution of those requirements. This augmentation is
designed to make sure that the commander there has the resources needed to
deal with the present workload. Part of that additional workioad is the orderly
transfer of existing and any future major contract actions to the acquisition center
at Rock Island, IHlinois, that supports the U.S. Army Sustainment Command
under the Army Materiel Command. We have already transferred contract
actions valued at approximately $800 million.

The Acquisition Center at Rock Island established a dedicated team of
nine contracting experts with the support of legal experts focused solely on large
dollar contracts in support of Kuwait operations. This team is ensuring alf past
and future contract actions associated with these large dollar contracts are

executed in accordance with all laws and regulations. The team is resolving a
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number of claim actions, definitizing unpriced actions, and awarding new
contracts for requirements such as non-tactical vehicles where we achieved $36
million in cost savings. We expect to keep this team in place for the duration of
the conflict.

The Army completed its review of all of the Kuwait contract files from
Fiscal Year 2003 to Fiscal Year 2006 to identify any issues that haven’t otherwise
been addressed by an ongoing investigation by either AAA or CID. During this
time period there were approximately 6,000 contracts awarded (totaling about
18,000 contract actions) by the Kuwait contracting office. We used a sampling
technique to determine if there are any additional indications of fraudulent
activity. This was quite an undertaking, but it was important to ensure we
reviewed the files thoroughly. The review of contract actions took place both in
Kuwait where contracts under $25,000 were examined and at Army Materiel
Command’s Acquisition Center in Warren, Michigan, where the review team
looked at contracts over $25,000 with the assistance of U.S. Air Force and U.S.
Navy contracting experts. We worked with the AAA, CID, and the Assistant
Secretary of the Army for Financial Management and Comptroller in reviewing
financial data to determine if appropriate disbursement and accounting of
payments have been made. All actions found with potential fraud indicators have
been turned over to CID for further investigation.

We are increasing Contracting Operation Reviews in both scope and
frequency. The Army periodically conducts Contract Operations Reviews looking

at contracting organizations to make sure that contracting activities are following

10
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the regulations and procedures and appropriately addressing emerging issues.
These reviews are part of the routine examination of contracting activities along
with internal review audits by the AAA and the Army and Department of Defense
Inspectors General.

A critically important issue is the size, structure, and training of the
contracting workforce — both military and civilian. The acquisition workforce has
declined significantly in the last decade while the number of dollars that we afe
executing in the Army has increased by more than 80 percent. The U.S. Army
has never fought an extended conflict that required such reliance on contractor
support. We are currently addressing the need to expand, train, structure, and
empower our contracting personnel to support the full range of military
operations. The Army Contracting Task Force does not believe that a separate,
centrally-managed Contracting Corps is necessary. We believe that with
increases to the generating force, the Acquisition Corps provides the necessary
framework for future success. We have increased the number of contracting
interns and are pursuing associated increases in training funds. We are
partnering with the Defense Acquisition University and state and local universities
to incorporate contracting courses into their curriculums. Our goal is to bring
more qualified, trained individuals into the workforce at an accelerated pace and
ultimately perform at the journeyman level in a shorter period. We are also
initiating discussions with leaders of the contracting communities in the U.S.
Navy, U.S. Air Force, and the Defense Logistics Agency to explore increased

collaboration and workload distribution.
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Conclusion

As stewards of the taxpayers’ dollars, the Army must do a better job of
managing and documenting contractor performance. Service and construction
contracts, whether in Irag, Afghanistan, the United States, or elsewhere in the
world, represent an ever-increasing percentage of our overall contract dollars —
now surpassing the dollars awarded under major weapon systems programs.
Greater emphasis must be placed on the management and oversight of all types
of service and construction contracts. This includes documenting the
contractor's performance in accordance with policy.

Expeditionary military operations in Irag and Afghanistan have placed
extraordinary demands on the contracting system and our contracting support
personnel. As stated before, the vast majority of our military and civilian
contracting personnel perform well in tough, austere conditions. Their customers
are the warfighters — the men and women who depend on them to do their jobs.
In the end, the success of our warfighters is linked directly to the success of the
contracting workforce. We are working hard to ensure that policies and
procedures are in place for all joint, expeditionary contracting operations in Iraq,
Afghanistan, and Kuwait or anywhere else we deploy. The objective is to better
prepare the Army for acquisition and logistical support of combat operations in
the future.

1 look forward to your questions and thank you for the opportunity to

address the members of the committee.
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Mr. MURTHA. Mr. Quinn.

Mr. QUINN. Mr. Chairman, I don’t have any opening remarks. I
would just like to say that it is a pleasure to be here today. I am
prepared to answer any questions on the ongoing investigations to
the best of my ability. And as mentioned in the opening remarks
from General Thompson, this is a team effort on auditors, inves-
tigators, and in the contracting command. Thank you, Mr. Chair-
man.

CONTRACT OVERSIGHT

Mr. MURTHA. Let me ask you just a couple questions and then
ask Mr. Young. Explain, we talked privately before the hearing
started about the three different things that we are interested in,
sole-source contracts, the corruption going on, the investigation
itself, and you said there are three different things—oh, I know the
arms. The arms problem we had with the small arms disappearing,
whatever percentage it is. But explain what those three separate
investigations are.

WEAPONS ACCOUNTABILITY

General THOMPSON. Yes, sir. The Gansler Commission and the
Army internal Contracting Task Force were looking primarily at
issues related to the fraud and the investigations. There has been
a lot of media interest and congressional interest lately in the
weapons accountability. And that is an area that we did not look
at that is being looked at separately by the DOD IG, General
Kicklighter. And then there was the other issue

Mr. MURTHA, Let me ask you, were you involved in that, Mr.
Quinn, at all?

Mr. QUINN. We assisted General Kicklighter and his folks run-
ning leads for him over in theater, but it was really under their
auspices that they looked at the weapons side of that, sir.

Mr. MURTHA. How did you find out in the first place that weap-
ons were missing?

Mr. QUINN. Mr. Chairman, CID started seeing weapons coming
up missing as there were reported thefts out of depots and ware-
houses over there. I think we initiated six or seven different cases
that showed the weapons losses. The DOD IG then picked up
through other channels that there were some weapons leaking
across the borders outside of Iraq and into neighboring countries.
So they opened the investigation to see where these weapons were
coming from. We then assisted them in taking a look and seeing
if any of these weapons that were showing up in foreign countries
were also weapons that had been stolen from Army depots or de-
pots set up over in theater. That effort is still ongoing. And we
have still got agents working with DOD IG.

Mr. MURTHA. You have any idea what the percentage that were
missing from the original numbers that were sent over there?

Mr. QUINN. Mr. Chairman. I do not. The DOD IG may have a
better handle on it because they are running it down the rabbit
hole by serial number trying to get control over where they are at.
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CONTRACT OVERSIGHT

Mr. MURTHA. Okay. Go ahead with the three areas.

General THOMPSON. Sir, and the third major area is the issue of
the private security contractors and the control of the private secu-
rity contractors. And there has been a lot of work, collaborative
work that has gone on between the Department of Defense and the
Department of State to include a formal memorandum of agree-
ment between those two government agencies. In December, en-
hanced procedures put in place by the Multinational Force Iraq to
better get a handle on the private security contractors and their
control. And again that is not an area that either the Gansler Com-
mission or the Army looked at internally. That was done at the
DOD level working directly with the State Department.

SOLE SOURCE CONTRACTS

Mr. MURTHA. Do we have any idea at this point how many con-
tracts are sole source contracts?

General THOMPSON. No, sir. I could take that for the record. I do
know that, looking at the information from the Joint Contracting
Command in Iraq that about 25 percent of the contracts that they
let in 2007 were sole source contracts. And the procedures were fol-
lowed, as we do typically when we go—you know, the objective al-
ways is to do full and open competition. There are seven exceptions
where you can use sole source contracts.

Mr. MURTHA. If you would get for the Committee the percentage
and the amount of money that was involved.

[The information follows:]

The Department of Defense has not awarded any Sole Source Private Security
Contracts. All contracts have been awarded using full and open competition.

General THOMPSON. All right, sir.
EXAMPLES OF FRAUD

Mr. MURTHA. Mr. Young.

Mr. YOUNG. Mr. Quinn, I think you said there were some 80 in-
dictments so far in this investigation?

Mr. QUINN. Congressman Young, no, we have got currently 87
ongoing investigations that look at Kuwait, Iraq, Afghanistan that
go into providing support to the soldiers over there in theater. So
87 ongoing investigations. That is out of 135 that we have initiated.
The remainder we have closed. Indictments, I believe the number
is 19 individuals have been indicted so far.

Mr. YOUNG. Can you give us a couple of examples of how the
Army is being ripped off by these contractors? What type of fraud
is being committed? How are they stealing? Give us a couple exam-
ples.

Mr. QUINN. Congressman Young, it spans the gamut from what
we have seen over there. We have seen bribes as low as $2,500
being taken by individuals. We see double billing. We see product
substitution, when we ask for product A and we get product B in.
And we get the bid rigging of the contracts going over there be-
cause of bribery. The biggest thing that we have seen over there
is on the bribery side of the house. It was just so much money, and
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a lot of it in cash, that bribery is probably the number one issue
that we have looked at.

Mr. YOUNG. Who is bribing and who is getting bribed?

Mr. QUINN. I mentioned, Congressman, that we had 19 individ-
uals so far that have been indicted or arrested. That is military
and civilian. That number may grow as high as a hundred that we
are looking at over there. We are looking at military officers, en-
listed, we are looking at civilians, government employees that have
accepted bribes. And then we are also looking at contractors them-
selves that are offering bribes. And not only to the contracting offi-
cials, but also to unit level representatives that are maybe escort-
ing fuel trucks and have them look the other way as fuel is di-
verted. The actual contracting officials that we are looking at is
probably only 20, 25 percent. The rest of them are other individuals
over there in the force.

FRAUD PREVENTION

Mr, YOUNG. Well, General Thompson, what is the Army doing to
try to prevent this? Any kind of quality control or—I am not sug-
gesting that we put spies on every contractor to see who is doing
what, but you know, what the problem is. What is the Army plan-
ning to do to correct this?

General THOMPSON. Well, sir, I would say most of the investiga-
tions that are ongoing today were investigations that initiated from
actions that were taken in the 2003 to 2006 time frame. So a lot
of what is being cleaned up today are things that happened in the
past. That does not excuse them in any way, shape or form, and
I am not here to make excuses for any individual, because in my
view, if you violate your ethics and take a bribe you should suffer
all the consequences that come with that. In Kuwait in particular,
when we saw the issues, the CID stood up a procurement fraud
unit in Kuwait when they started to get evidence that there were
issues there that came up from audits and from reports from indi-
viduals. And then they expanded and stood up a procurement fraud
unit in Iraq. And those are permanent organizations.

Mr. QUINN. Vice versa.

General THOMPSON. Vice versa. Iraq first and then Kuwait. Sys-
temically, the checks and balances were there. They were not al-
ways being followed. And I am talking particularly in Kuwait. We
made sure that the checks and balances are now being followed. In
Kuwait we put new leadership into Kuwait, with a colonel that was
a certified contracting officer and was one of the best contracting
officers we had in the Army. We augmented his staff. We gave him
dedicated legal support. We sent augmentation over there to work
through the more complex contract actions.

Part of the help that is being done in Kuwait is this reach back
support, taking the large dollar value contracts and moving them
back to be dealt with at the Large Acquisitions Center at Rock Is-
land. Chairman Murtha asked a question before the hearing start-
ed about, you know, does that work? And as long as the require-
ments are being met for the operational commander, if I can do the
contract negotiation, the pricing, you know, the writing of that con-
tract, and I can do that someplace other than in the theater, we
will elect to do that. The key for us is making sure that the re-
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quirement is being met and then the contract execution, the man-
agement of the delivery of that service or product is being evalu-
ated so the government gets what it contracted for.

CONTRACT ADMINISTRATION

Mr. YOUNG. The combat commanders, they are busy fighting a
war, and they are busy planning the efforts, they are busy patrol-
ling the situation. They are not the ones that are responsible for
overseeing the conduct of these contractors, are they?

General THOMPSON. The responsibility for making sure that the
contract is overseen is the contracting officer. But the operational
commander has responsibility as well. Once the contract is let, the
administration of that contract is done either through a contracting
official who has been, you know, trained to do that, but in most
cases, it is the contracting officer’s representative, who is the com-
pliance officer who is in that unit.

And so if you are contracting for the delivery of water or trash
pickup, you have to have a delegated representative on the ground
to make sure if you say the trash is getting picked up three times
a day, they come and pick it up three times a day. And those are
the eyes and ears forward. So the operational commander does
have a direct responsibility in making sure that what he or she
asks for is what is being delivered. And they are part of the proc-
ess.

So it is not—and this is one of the educational things in the
Army that we are addressing, to change the understanding and the
culture that when half of your combat service support is through
contractors, you have to pay attention to that, and you have to be
involved not just on setting the requirement, but also making sure
that what you ask for is what you are getting, and you are getting
it at a fair price.

Mr. YouNG. Well, Mr. Chairman, I think we have a lot of work
to do here. And the better job we do in helping the Army get some
control over how this is all coming down, we make Mr. Quinn’s job
a lot easier. And that is what I want to do is make Mr. Quinn’s
job a lot easier so that he has less of a workload and less corrupt
people to be dealing with. And thank you very much, sir.

Mr. MURTHA. General, was your father in the Army?

General THOMPSON. Yes, sir. And as I talked to him last night,
as I routinely do, he said to say hello to you today. And he said
to thank you for your contribution.

Mr. MURTHA. He led a couple relief efforts which the staff re-
minds me we funded. So we are great admirers of him.

You are in his tradition. You tell him I said hello.

General THOMPSON. Sir, I will do that.

Mr. MURTHA. Mr. Dicks.

FRAUD INVESTIGATIONS

Mr. Dicks. You talked about 87 investigations?

Mr. QUINN. Yes, sir.

Mr. Dicks. Where did they come from? How did you get those
cases?

Mr. QUINN. If T could go back a little bit, Army CID has got a
thousand military agents that accompany the force wherever they
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go. We police the force when it comes to felony level investigations.
So when the force is deployed over into Iraq, Afghanistan, Kuwait,
we sent 120, 150 CID agents over with them, but they were all the
military Special Agents.

Mr. Dicks. What were the initials? Criminal Investigative Serv-
ice?

Mr. QUINN. Criminal Investigative Division is how we say it.

Mr. Dicks. CID?

Mr. QUINN. Yes, sir.

Mr. Dicks. Okay.

Mr. QUINN. So we have the got the thousand military that ac-
company the force. We sent 125, 130 over into Iraq, Afghanistan,
Kuwait. They started picking up indicators that there was poten-
tially fraud going on over there. We also got leads coming in from
other Federal investigative agencies on money transfers coming
into the country, illegal moneys being brought back in. And so in
the summer of 2000——

Mr. Dicks. Being brought into Iraq or being brought back into
the States?

Mr. QUINN. Into the States, Congressman, yes, sir. In the sum-
mer of 2005 then

Mr. MURTHA. I think—would you go into a little more detail? As
I remember, this came from somebody else to us. The fact these
weapons and this stuff was missing and there was fraud. Do you
remember that?

Mr. QUINN. Mr. Chairman, yes. The bottom line is we get cases
from a number of different sources coming in to us. There was a
source that was a hotline complaint that went in through DOD IG
over to Army, and then we picked up on that. That turned out to
be a fraud case. But we have also had the military agents over
there that were picking up indicators of fraud. In the summer of
2005—also in Army CID we have 100 special agents that are civil-
ians, and all they do is look at procurement fraud for the Army.
We sent them over on two assessment teams in the summer. They
did pick up on indicators of fraud in Iraq.

By December of 2005, we established a fraud office in Iraq. And
then by the spring, summer of 2006, we saw increased indicators
of fraud down in Kuwait. So we have since established an office in
Kuwait. And we now have one in Afghanistan as well.

Mr. MURTHA. But didn’t we find that the Turks were being killed
by weapons that we brought in? Is not that part of it? Just some-
body was being killed by weapons that we brought in.

Mr. QUINN, Mr. Chairman, that is correct. There were press re-
ports coming out of Turkey that some of the missing weapons had
gone across the border and were showing up on the streets of Tur-
key, Istanbul. And that is what brought the DOD IG in to look at
that side of it. Of course, we in the Army CID were looking more
at the thefts out of warehouses on the Army CID side. So it came
to us from a number of different sources. As I mentioned, we have
in all opened 135 investigations. 87 of them are still open. 60 per-
cent of those cases have been passed from theater back into the
United States. In other words, we sit down with Department of
Justice on these cases. Department of Justice then works with our
agents, and we decide a venue on where the trial is going to take




23

place, and the investigation is further investigated. And so then it
is parceled out to our fraud offices in the states and U.S. Attorneys
or Assistant U.S. Attorneys spread throughout the United States.
We are working out in Bellingham, Washington, we have got some
down in Atlanta, we have got them in Dallas. So we just kind of
spread the workload out amongst all those U.S. Attorneys offices.

Mr. DIcks. Is one of your sources the GAO, the General Account-
ing Office?

Mr. QUINN. Yes, sir. GAO, Army Audit Agency. When we got into
Kuwait and the Kuwaiti contracting office and saw where there
were some issues down there, we immediately partnered with audi-
tors to come in and start looking at the books. So we do work with
GAO and we do work with Army Audit Agency, as well as other
Federal investigative agencies, the DOD IG, FBI.

Mr. Dicks. How many of the cases are individuals versus con-
tractors? Is there a percentage or—are these individual cases or—
how many times do we have major contractors involved in ques-
tionable or illegal activities?

Mr. QUINN. Congressman, the bulk of the cases that we are see-
ing over there are not the Halliburtons, they are not Brown &
Roots, they are not the big major corporations. It is smaller compa-
nies, holding companies that started up over in theater, got access
to do contracts, they partner with the Kuwaitis or other foreign na-
tionals. They, I think, get some of the business because they speak
English, they are able to get in the door. So you have got U.S. folks
partnering with foreign-held companies. And so it is—but almost
all of them, we have got a U.S. subject in the subject block. In
other words, a U.S. Government employee, whether military or ci-
vilian that was on the other end of the fraud that took place in the-
ater.

Now, not all 87 that we still have ongoing are exclusively with
a U.S. Government official in the subject block or being inves-
tigated. Some of them are contractors ripping off contractors. And
of course a sub that is defrauding a prime, and then the prime is
billing the U.S. Government. So we do go after those.

EXPEDITIONARY CONTRACTING OVERSIGHT

General THOMPSON. Sir, if I can add just one thing, one of the
systemic things that we took a look at as we looked at the struc-
ture for this, these brigades and battalions, is as we partnered with
the auditors and with the criminal investigators to look at the his-
torical files, we realized that there was a real value in having them
present not after the fact, but at the beginning. And so we are look-
ing at putting auditors and criminal investigators as part of that
deployable structure, both to have that presence there from the be-
ginning, and also to act as a deterrent. And that will be one of the
changes that we put in place in the future. And that has been a
result of the work that we have done in the last couple of months.

Mr‘i Dicks. General, you said these cases were from 2003 to
20067

Mr. QUINN. The bulk of the fraud that we have detected and in-
vestigated to date is in that 2003, 2006, maybe into 2007. We still
open cases not every day, but every week or two weeks. But when
we take a look at the span of when the majority of the incidents
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took place in the cases that we have got ongoing, it is back in that
2003—-2006 time frame. But we still have folks

Mr. Dicks. Now, is this because of a lack of personnel to audit
or chg)ck or investigate? I mean how did we get so far behind the
curve?

Mr. QUINN. Fraud habitually comes to us late on investigations.
Seldom do we catch it right there at the very start. And that is
why we have gone to civilian fraud agents, because they can work
these cases for years. Part of the reason why there was so much
in that time frame, which were not unusual, was the lack of over-
sight and being overworked, a small office with just too many con-
tracts to manage, too many contracts to cut.

JOINT CONTRACTING COMMAND FOR IRAQ AND AFGHANISTAN

General THOMPSON. Congressman Dicks, if I could, one of the
issues, the Defense Department was not organized to do expedi-
tionary contracting on this scale. You did not have a deployable
structure. And that is one of the systemic issues we are addressing
not just in the Army, but also in the DOD. And so it was a pickup
game. It was a pickup game from the very beginning. They added
individuals, they built up a structure. There is about a 200-person
structure, the Joint Contracting Command for Iraq and Afghani-
stan today. But that has been stood up over a number of years.
And one of the reasons why we looked at a modular structure for
contingency contracting in the Army is so you can get the people
to train together. And when you have a contingency, no matter
what size it is in the future, you will be able to deploy the right
number of people with the right skill set to be able to deal with
that issue.

We are putting planners in with the combatant commanders
right now in order to plan in the war plans and in the contingency
plans how do you structure yourself to make sure that you are con-
tracting what you need. We are working standard A statements of
work. So you know, you do not get over there and realize I need
dining facilities support. You have already got a scope of work that
details, you know, what that is. And so you are not thinking about
that after the fact. So the systemic issues from 2003 to 2006 was
not organized for it, more complex workload than they anticipated,
not enough people over there to deal with it, and it opened up the
opportunities that unfortunately led to the fact that the Criminal
Invgs(‘iigation Division has got that much workload from that time
period.

CONTRACT REVIEWS

Mr. Dicks. Is it possible to go back and review these contracts
between 2003 and 2006 to see if we were ripped off? I mean, is
there a way to go back? And I know you maybe have statute of lim-
itations issues, but a lot of times the statute does not ring unless
somebody knows about it.

General THOMPSON. Sir, that is exactly what we have done. In
Kuwait, there was about 6,000 contracts in that time frame. And
Secretary Geren wanted to absolutely make sure that there was
not a contract that was let during that time frame that may not
have been picked up on already by an investigation. So between
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August and December, we reviewed on a statistical basis, all of the
contracts under $25,000 were reviewed in Kuwait, all the contracts
that were over $25,000 during that time frame were shipped back
to the Major Acquisition Center in Michigan. And with the auditors
and with the criminal investigators, we went through those con-
tracts. About 650 contracts that were selected statistically. Of those
650 contracts, 41 or

Mr. Dicks. So that means you did not do them all?

General THOMPSON. We did not do them all, no, sir. But every
place where we saw an indication that we needed to go look at an-
other contract, we did. And of those 650, there was 41 that had evi-
dence of maybe not fraud, but something as not done right. And
those have been turned over to the criminal investigators to take
a look at to see if it should lead to opening up a formal investiga-
tion.

Mr. Dicks. Mr. Chairman, I know my time has expired, but just
one final thing. How many total contracts, the total number were
there during that time frame? You picked 650 out of how many?

General THOMPSON. There was about 6,000 contracts let in Ku-
wait in that 3-year period. And we got with the auditors and looked
at the representative sample of those. And that was about 650. So
a little more than 10 percent of the historical contracts were looked
at. And these were ones that were not already subject to an inves-
tigation.

Mr. Dicks. Thank you. Mr. Chairman.

Mr. MURTHA. I am going to be very lenient, because this is such
an important subject. So feel free to follow up on your thoughts.
Mr. Hobson.

Mr. HoBSON. Thank you, Mr. Chairman. Welcome, gentlemen. I
have had a lot of problems with Army contracting before, as you
know, General Thompson.

General THOMPSON. Yes, sir.

AMOUNT OF FRAUD

Mr. HoBsoN. It was not very good when we started, especially
on trucks. But let me say that how much dollar amount do you
think we were involved here in the fraud—not in the overall con-
tracts, but just on the fraud part, how much do you think?

Mr. QUINN. Congressman, we think that at least $6 billion in
contracts were touched by the fraud. But we do not believe there
was that much fraud involved in it. But a portion of $6 billion in
contracts we think there was some fraud involved in it. Now, that
may have been the sergeant out there looking the other way as the
fuel trucks were being delivered, but that is the size.

Mr. HOBSON. Is it in certain areas more prevalent than others,
like the fuel?

Mr. QUINN. Congressman, I do not think I could put it in one
area, whether it was fuel. It is goods, it is services, it is hauling
contracts, it is food coming into theater, it is port-a-potties being
cleaned. It is just that whole gamut of services that it takes.

General THOMPSON. But Dan, one of the things, the total dollar
amount of bribes that are part of the investigations to date is
what?
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Mr. QUINN. $20 million. We think $20 million in bribes was
taken by different individuals.

MISSING WEAPONS

Mr. MURTHA. Let me focus on just the arms thing, because I
have heard figures as high as 50 percent disappeared. Now, do we
have any idea of what percentage at this point of your investigation
actually disappeared from the time they got to Kuwait until the
time they got out in the field?

Mr. QUINN. Mr. Chairman, I do not. I know the DOD IG is work-
ing that. Occasionally, we will get a report.

Mr. MURTHA. We will get a report?

Mr. QUINN. Yes, sir.

Mr. MURTHA. What time frame was that?

Mr. QUINN. The DOD IG was looking over the last 6 or 7 months
when he went into theater and

Mr. MURTHA. What was the time frame the arms went missing?

Mr. QUINN. It went all the way back into 2003 time frame, when
we were pushing weapons in to stand up Iraqi units.

Mr. MURTHA. Mr. Hobson.

Mr. HoBsoN. That is another point. Were these arms going—the
arms that were done, were arms going to the Iraqi Army being con-
tracted for to them? Is that where it happened?

General THOMPSON. The arms were being purchased in order to
stand up Iraqi Army and Iraqi police forces. When we looked at the
contracts, the receipt of those weapons, we can go back through the
contract files and show who received those weapons on what date
and at what location. It is the accountability of those weapons after
they were received by an Army individual or a U.S. Government
representative, it is the accountability of those weapons from that
point on that is the subject of the investigation of the DOD IG.

CONTRACT SUPPORT SERVICES

Mr. HoBsON. Well, part of this, that is not new in a way. But
part of what happened in the Army is—in the big Army overall, is
that you got rid of, over a period of time, support services within
the Army. You do not carry the same kind of capabilities that you
carried in previous conflicts. So this idea that it would be smart to
change and not carry these, and it would be cheaper to contract out
with contractors all these support services. You did not used to
have all those. Now we do. The problem is that apparently the
Army or the Defense Department did not set up, when they con-
tracted those out, a new set of controls. You had to look at how
that was going to work. Apparently we did not learn any lessons
in Bosnia and Kosovo, because that is what we did there, where
we contracted out.

We bought arms elsewhere in the world for other people, maybe
not in this environment, but in other environments, we did. We did
not seem to set up, until after the fact, the controls that we needed
to have on that type of services, whether it be the chow hall serv-
ices and those contracts. I ran into a problem when I tried to build
a bakery once over there because KBR did not like it. KBR also
stopped at one point, until I complained to the Secretary of De-
fense, about more fast food operations. Apparently, they were cut-
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ting into the contracts that they had to supply food. There are
some big people pushing back. I think you started to allude to this,
that the Army, when it shifted from carrying these types of serv-
ices, did not set up enough control. There was no idea of how that
would work in the field when you got into a real conflict versus an
operation like Bosnia and Kosovo?

General THOMPSON. Sir, in the 90’s there was two things that
happened. And it was not just in the Army. There was a philo-
sophical shift in providing a lot of the services via contract. You
know, not having soldiers in uniform of whatever service to do
some of those things. Because it was looked at as a better value,
so you could turn on that contracted support when you needed it
and turn it off. You can argue both sides of that, but that was the
general philosophical shift.

ACQUISITION WORKFORCE DOWNSIZING

Mr. MURTHA. Why didn’t it work then? For instance, if you
agreed with that, it seemed like
General THOMPSON. Well, that is the second piece of it, Congress-
man Murtha. Simultaneously with that was there was a major
downsizing in the acquisition workforce. And so you have got more
contracted services and the acquisition workforce going down. So in
the big picture, and it is a very simple conclusion, but you did not
have enough people to be able to do that. So the workload that was
contracted out went up, the contracting workforce went down. And
that is one of the issues that we are facing today. And that is one
of the reasons why the Army is going back, and the Gansler Com-
mission recommended that the Army, the Army grow its military
and civilian contractor workforce to be able to handle the workload.

Mr. MURTHA. And have you budgeted for that in this budget?

General THOMPSON. Not completely. Part of it, Mr. Chairman, is
working that into the program, which is 10 and out. We have gone
back on the military side and we have added since August 301
military spaces for the contracting brigades and battalions and
teams. And we are in the process of adding another 167.

Mr. MURTHA. I understand. But is this because you can not get
qualified people or because you are worried about the money be-
cause OMB cut you back?

General THOMPSON. I think we can get qualified people, but it
just takes—it just takes time. I do not——

Mr. MURTHA. Well, the question I am asking, do you have
enough money to accomplish what you think needs to be accom-
plished in your request so that we can fund it? For instance, the
supplemental. Is there funding that would help you with this prob-
lem in the supplemental, either CID or yourself?

General THOMPSON. In the near term in the supplemental, there
is not a request to do some of the training——

Mr. MURTHA. I am not asking if there was a request. Is there
enough money, can we put money in the supplemental? Should we
put money in the supplemental? This is our business here.

General THOMPSON. Yes, sir.

Mr. MURTHA. This Committee is in the forefront of so many dif-
ferent programs. We are way ahead of the military, or OMB, I
guess you would call it. So you tell us—maybe you can not tell us
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offhand, but you need to tell the staff if you need more money be-
cause we are right now negotiating with the Defense Department
about what we are going to do for the supplemental.

General THOMPSON. We will go back, and we will look at what
is in the 2008 supplemental request and the 2009 supplemental re-
quest and make sure the things we need in the near term are in
there.

[The information follows:]

The Army Contracting Task Force and DASA (P&P) identified funds for three
major areas, Workforce Initiatives, Virtual Contracting Enterprise, and cost to hire
1000 1102’s. FY 08 costs for the three areas: Workforce Intiatives—$1,860,300, Vir-
tual Contracting Enterprise—$5,795,000 and Hiring Costs—$164,225,649.

The attachments provide a detailed analysis of the Workforce Initiatives, Virtual
Contracting Enterprise, and cost to hire 1000 Contracting Professionals.
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N 852 TE ATE FO R INI

Title: Senior Leadership Development Program Cohort for Contracting Professionals
(CP-14)- (Provide training and leadership opportunities for the Contracting workforce to ensure
solid leadership skills and career broadening opportunities that will prepare our Contracting
workforce to be future leaders).

Category of Initiative: 1.Training 2. Leadership Development 3.Developmental Assignments

Select best fit -- __ Recruiting __ Hiring _X_ Development __ Retention ___ Workforce
Analysis

Drivers/influences: The success of the United States Army and the Contracting Mission
is directly affected upon how well we train and develop our leaders. The Deputy Assistant
Secretary of the Army for Policy and Procurement, the Office of Procurement Policy and
Support and the Contracting Career Program Office partnered with the Office of Personnel
Management’s Federal Executive Institute (FEI) to develop the Senior Leadership Development
Program. This program targets Army contracting professionals in the grades of GS -14, GS -15
and equivalent broad/pay bands. The goal of this program is to prepare our Contracting
professionals for leadership roles, which are important because this initiative is part of the Army
Acquisition Corps, and the Assistant Secretary of the Army for Acquisition Logistics and
Technology Initative of promoting leadership development through relevant and ready training
and development opportunities.

Component and DoD Strategic Objectives: This initiative is directly related to the Army
Acquisition Corps and the Assistant Secretary of the Army Acquisition Logistics and Technology
objectives.) Promote workforce professional development and Ensure Relevant and ready
training and development opportunities. Develop and implement an Acquisition Corps
Leadership Strategy as well as Promote Acquisition Corps Leadership Development.

Description: With nearly two-thirds of the Army’s contracting workforce eligible for retirement
over the next 5 years, leader development is critical and one of the hottest topics in human
resource planning. Developing a cadre of trained and ready professionals to assume key
leadership positions is an integral component of maintaining the Army’s strategic readiness. To
meet this need, the Contracting and Acquisition community launched a career program-oriented
Senior Leadership Development Program.

Funding: (Dollars in Thousands)
Estimate based on 20 students per year (18 month program) @20,000 with $5,000 increase
factored in per year

EY08 EYO0? EY1i0 Evi1 EYi2 JOTAL
$800,000 $900,000 $1,000,000 $1,100,000 $1,200,000  $5,000,000

Execution Strategy: SF182, MIPRS, and IMPAC

Expected Outcome/Results (Metrics/Key Performance Indicators):
Developing a cadre of trained and ready professionals to assume key leadership
positions

Point of Contact: Chandra Evans-Mitchell, 703-905-1257,
Chandra.Evansmitchel@us.army.mil
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ECTI 5 W E NITIATIVE

Title: (Generic Title Reference) ~ (Include Short Expected Endstate of Initiative led by
Action Verb). Future Acquisition Student Training (FAST) TRACK Program for the Contracting
and Acquisition Career Program (CP-14) workforce

Category of Initiative: 1. Recruitment, 2. Training, 3. Career Development and 4.
Experience (A recruitment program designed to develop future contracting and
acquisition leaders by introducing college students into the CP-14.

Select best fit -
X Recruiting __ Hiring __ Development X Retention __ Workforce Analysis

Drivers/Influences: The FAST TRACK program is designed under the authority of the
Student Career Experience Program (5 Code of Federal Regulation 213.3202(b)) and
serves as a feeder program for Department of the Army and local CP-14 intern
programs.

Component and DoD Strategic Objectives: This initiative is directly related to the Assistant
Secretary of the Army Acquisition Logistics and Technology objectives. Ensure relevant and
ready acquisition workforce.

Description: With nearly two-thirds of the Army’s contracting workforce eligible for retirement
over the next 5 years, recruitment and training development is critical and one of the hottest
topics in human resource planning. A recruitment program designed to develop and retain
future contracting and acquisition leaders early on also serve as a feeder program for
Department of the Army and local CP-14 intern programs.

Funding: (Dollars in Thousands) Funds are requested for 200 FAST TRACK students estimate
$8,000.00 per year with some escalation minor per the chart below.
EY08 EY0Q EY10 EY11 Ey12 JOTAL
$160,000 $164,800 $169,744 $174,834 $180,079 $849,457
Execution Strategy: The funding will be executed monthly via a MIPR during the fiscal year.

Expected Outcome/Results (Metrics/Key Performance Indicators):
Developing a stream of trained and ready professionals to assume future leadership
positions

Point of Contact: USA Acquisition Support Center, Ronnett Walton, 703-805-1254,
ronnett.walton@us.army.mil

Note: This template is related to Section 852 which is not law; it provides a pre-planning outline
of considerations for potential ideas for use of the funds should it become law in the future.
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SECTION TE FOR WORKF EINITIATIVE

Title: {Generic Title Reference) — (include Short Expected Endstate of Initiative led by
Action Verb). Student Loan Repayment Program for the Acquisition, Logistics and
Technology (AT&L) Workforce.

Category of Initiative: 1. Recruitment, 2. Retention (A retention and recruitment
program/tool designed to facilitate and incentivize the future highly qualified AT&L
workforce members.

Select best fit --
X Recruiting __ Hiring __ Development X Retention __ Workforce Analysis

Drivers/Influences: The Student Loan Repayment Program is designed under the
authority of Title 5, U.S. Code Section 5379, and Title 5, Code of Federal Regulations
Part 537.

Component and DoD Strategic Objectives: Ensure relevant and ready acquisition workforce.

Description: The Student Loan Repayment Program is designed and developed to
facilitate, incentivize and retain new highly qualified AT&L workforce members.

Funding: {Dollars in Thousands) Funds are requested for 200 new hire students estimate up to
$10,000.00 per year per the chart below.

EY08 EY09 EY10 EYi1 EY12 JOTAL
$200,000 $200,000 $200,000 $200,000 $200,000 $1,000,000

Execution Strategy: The funding will be executed quarterly via direct payment to the Federal
Direct Loan grantors.

Expected Outcome/Results (Metrics/Key Performance Indicators):
Recruit and retain a cadre of highly qualified and ready professionals to assume key
leadership positions

Point of Contact: USA Acquisition Support Center, Mitchell Colston, 703-805-1245,
Mitchell.colston@us.army.mil.

Note: This template is related to Section 852 which is not law; it provides a pre-planning outline
of considerations for potential ideas for use of the funds should it become law in the future.
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TIONS832 T ATE FOR RKF INITIATIV

Title: Advanced Issues in Source Selection (Federal Publications Seminars, Inc.), Managing
Performance-Based Contracts (JRZ Acquisition Training & Consulting), and Training for
improved Performance of Services Upgraded/Proposal Evaluation (JRZ Acquisition Training &
Consulting).

Category of Initiative: Training and Education
Select best fit --
__ Recruiting __ Hiring _X Development __ Retention __ Workforce Analysis

Drivers/influences: In the constantly changing environment of Government contracting, the
availability of training, and education for contracting professionals is invaluable. 1t is important
that the CP-14 workforce members maintain currency in whatever area of contracting the
employee is assigned.

Component and DoD Strategic Objectives:

This initiative is directly related to the Balanced Score Card Initiatives ~ Promote Workforce
Professional Development and Ensure Relevant and Ready Training and Development
Opportunities.

Description:

The goal of this initiative is to provide functional level training to enhance the employee’s
business skills by implementing techniques and lead students through team exercises that
reinforce learning objectives. Employees will learn how to rapidly anticipate and resolve the
complexities that have been created by "simplification” - to make streamiining actually work as
well as how to benefit from the latest, most advanced developments in evaluation factors,
communications, experience requirements, oral presentations, past performance analysis, and
more

Funding: (Dollars in Thousands)

EY08 EY09 EY10 EX11 EYiz IOTAL
$129,500 $129,500  $129,500  $129,500 $129,500 $647,500

Execution Strategy:
Two funding methods will be used: SF 182s and 1610s. Courses are conducted throughout the
fiscal year.

Expected Outcome/Results (Metrics/Key Performance Indicators):
This initiative will promote use throughout the Army and DoD acquisition community to
institutionalize contract management initiatives and the source selection process.

Point of Contact:
USAASC, Acquisition Career Development Division, Christine Rimestad, 703-805-1246

Note: This template is related to Section 852 which is not law; it provides a pre-planning outline
of considerations for potential ideas for use of the funds should it become law in the future.
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TI 2 TEMPLATE FO F INITIATIV

Title: Harvard Senior Executive Fellowship, Leadefship for a Democratic Society (FEI),
Leadership for Extraordinary Performance (Darden), Power and Leadership (Darden), and
Foundations of Leadership (Eckerd)

Category of Initiative: Training, Education, and Leadership Development
Select best fit --
___ Recruiting __ Hiring _X Development __ Retention __ Workforce Analysis

Drivers/influences: In the constantly changing environment of Government contracting, the
availability of training, education, and development for contracting professionals is invaluable. it
is important that the CP-14 workforce members maintain currency in whatever area of
contracting the employee is assigned.

Component and DoD Strategic Objectives:

This initiative is directly refated to the Balanced Score Card Initiatives — Promote Workforce
Professional Development and Ensure Relevant and Ready Training and Development
Opportunities.

Description:

The goal of this initiative is to provide functional level and leadership training to enhance
the employee’s business skills through problem solving and strategic analysis. These
executive level training courses are designed for successful DoD managers and upper
level acquisition specialists interested in gaining the skills to be effective leaders in an
ever-changing government.

Funding: (Dollars in Thousands)

EY08 EY0Q EY10 EYit EY12 TOTAL
$100,800 $100,800  $100,800  $100,800 $100,800 $504,000

Execution Strategy:
Two funding methods will be used: SF 182s and 1610s. Courses are normally conducted twice
in a fiscal year — in the 1st and 3rd quarters of the FY.

Expected Outcome/Results (Metrics/Key Performance Indicators):

This initiative will promote development and will increase the employee’s business and
leadership skills. The courses provide the essentials of leadership and allows the employees to
improve their leadership skilis and behaviors.

Point of Contact:
USAASC, Acquisition Career Development Division, Christine Rimestad, 703-805-1246

Note: This template is related to Section 852 which is not law; it provides a pre-planning outline
of considerations for potential ideas for use of the funds should it become law in the future.

Title: National Contract Management Association (NCMA) World Congress
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SECTION 852 TEMPLATE FOR WORKEF EINITIATIVE

Category of Initiative: Training and Education
Select best fit --
.. Recruiting __ Hiring _X Development __ Retention __ Workforce Analysis

Drivers/influences: In the constantly changing environment of Government contracting, the
availability of training, education, and development for contracting professionals is invaluable. It
is important that the CP-14 workforce members maintain currency in whatever area of
contracting the employee is assigned.

Component and DoD Strategic Objectives:

This initiative is directly related to the Balanced Score Card Initiatives — Promote Workforce
Professional Development and Ensure Relevant and Ready Training and Development
Opportunities.

Description:

The goal of this initiative is to provide functional level training to enhance the employee’s
contracting and business skills. This premier annual event focuses on the needs and
challenges of the federal and commercial contracting industry. High profile panelists and
speakers, various high quality educational programs, and unparalleled networking opportunities
address the leading issues and requirements that all contract professionals deal with daily.

Funding: (Doliars in Thousands)

EY0s EYQ9 EY10 EX11 EY12 IOTAL
$70,000 $75,000 $80,000 $85,000 $90,000 $400,000

Execution Strategy:
Various methods will be used: SF 182s, MIPRs, IMPAC, and DD 1610s. Funding will be
executed in the 2nd and 3rd quarters of the FY.

Expected Outcome/Results (Metrics/Key Performance Indicators):
This initiative will promote development and will increase the employee’s knowledge and skills
in contracting. .

Point of Contact:
USAASC, Acquisition Career Development Division, Christine Rimestad, 703-805-1246

Note: This template is related to Section 852 which is not law; it provides a pre-planning outline
of considerations for potential ideas for use of the funds should it become law in the future.

Title: Darden, Commercial Business Environment - A Primer for Department of Defense
Managers and the U.S. Army Advanced Program in Acquisition Excellence
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SECTION 852 TEMPLAT R F INITIATIVE

Category of Initiative: Training, Education, and Leadership Development
Select best fit --
__ Recruiting __ Hiring _X_Development __ Retention _ _Workforce Analysis

Drivers/influences: In the constantly changing environment of Government contracting, the
availability of training, education, and development for contracting professionals is invaluable. It
is important that the CP-14 workforce members maintain currency in whatever area of
contracting the employee is assigned.

Component and DoD Strategic Objectives:

This initiative is directly related to the Balanced Score Card Initiatives ~ Promote Workforce
Professional Development and Ensure Relevant and Ready Training and Development
Opportunities.

Description:

The goal of this initiative is to provide functional level and leadership training to enhance the
workforce member’s contracting and business skills. These senior contracting level training
courses are designed for successful DoD managers and contracting and acquisition specialists
interested in gaining the commercial business and change management skills to be effective
leaders in an excellence-driven government. Through the use of case studies, guest speakers,
and team projects, the personnel learn about the changing environment of contracting and their
increased knowledge directly benefits the contracting customers and Warfighters.

Funding: (Dollars in Thousands)

EYos” EY09 EY10 [ ak] EY12 IQTAL
$400,000 $830,000 $850,000 $870,000 $890,000 $3,840,000
* One course has been conducted in FY08. Funds requested are for the second offering of the
courses. FY09 ~ FY12 amounts based on two courses each per FY.

Execution Strategy:
Two funding methods will be used: SF 182s and 1610s. Courses are normally conducted twice
in a fiscal year — in the 1st and 4th quarters of the FY.

Expected Outcome/Results {(Metrics/Key Performance Indicators):

This initiative will promote development and will increase the employee’s contracting and
business skills, especially in the area of commercial business, change management, and
acquisition excellence. The courses provide a broader view of what is current in contracting and
acquisition initiatives and ensure that we have a more informed workforce in the business
environment and acquisition excellence.

Point of Contact:
USAASC, Acquisition Career Development Division, Christine Rimestad, 703-805-1246
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VIRTUAL CONTRACTING ENTERPRISE COST BREAKOUT

$% in thousands

Total Annual
Deployment  Sustainment
FY08 FYos FY08 & 09 Beginning FY09
Commarcial Software Costs $725 $0 $725
Oracle 10G $225 $0
Business Objects 5 CPU* $500 $0
Business Objects 3 CPU (Funded by AMC) $0 $0
Expansion Costs {axpanding number of users) $2,170 $1,834 $4,004
Software FTEs (7) @ $214.25K / Year $1,500 $1,500
Software ASSIST 3 FTEs: FY08, 1.5 FY09 $670 $334
Hardware {Production) - Includes Network Hardware $2,000 $0 $2,000
Sun V480 App Servers (6) $360 $0
Dell Windows 6850 App Servers {(4) $160 $0
Sun Spark M5000 Database Server Fully Configured $1,000 $0
Dell Windows 2950 Windows Servers (2) $60 $0
Cisco Router/Load Balancer (6) $90 $0
SANs Array (SUN 6320) $230 $0
1 8unV490 and 1 Windows 6850 $100 $0
t (COOP) - Includ k Hardware $1,150 $0 $1,150
Sun V480 App Servers (3) $180 $0
Dell Windows 6850 App Servers (2) $80 $0
Sun Spark M5000 Database Server Minimally Config: $715 $0
Cisco Router/L.oad Balancer {3} $45 $0
Dell Windows 2950 Windows Servers (1)} $30 $0
1 8unV480 and 1 Windows 6850 $100 $0
Hardware (Staging/Development) $0 $0 $0
Provided by AMC {Sunk Costs)
Hardware Installation & Set-Up (Production & COOP): $120 $0 $120
Project Management $300 $300 $600
Travet $100 $100
FTE Support {1 FTE) $200 $200
TOTAL Deployment $5,795 $1,800 $8,599
Sustainment Costs
Annual Software License Upgrades $184
Annual System Maintenance $2,047
1 DBA $180
1 Busi Objects Admini $185
2 Business intelligence Report writers $270
2 JAVA Devsiopers $380
1 PCF Administrator $175
Help Desk $500
ASSIST Maintenance (2 FTE) $357
Hardware Hosting $546
2 FTEs (Windows & Solaris/Unix) $205
Facifities Cost $85
Server Maintenance $120
ABSIST Hosting $136

TOTAL Sustainment $2,777
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Contracting Professional Cost

{30% PCS + $10K Bonus)
2008 2008 2010
Labor 66,828,247 131,872,010 171,416,597
18% OH 158,675,762 30,932,941 40,208,832
30% PCS 6,000,000 6,000,000 8,000,000
40% PCS 8,000,000 8,000,000 8,000,000
50% PCS 10,000,000 10,000,000 10,000,000
Seat Management 24,000,000 24,600,000 24,000,000
$10,000 Bonus 15,860,820 16,185,150 16,511,410
$20,000 Bonus 17,860,820 18,185,150 18,511,710

Total 164,225,649 245,175,250 294,648,548

Labor 18% OH Seat Mgt 30% PCS $10K Bonus Total
2008 66,828,247 15,675,762 24,000,000 6,000,000 15,860,820 § 128,354,828
2009 131,872,010 30,932,841 24,000,000 6,000,000 16,185,150 § 206,980,100
2010 171,416,587 40,208,832 24,000,000 6,000,000 16,511,410 § 258,136,838

3 Year Toial § 585,491,768

Estimated Cost of 1102 Hires 2008 - 2010
{1,000 in 2008, 1,450 in 2009, 1,900 in 2010%)

300
250
g 200 [ $10K Bonus
= [130% PCS
% 150 Seat Mgt
B £118% OH
S 100 Labor
50 -

2008 2008 2010
Years

* Note: In Year 1 (2008/initial year) 450 interns will be hired. In Year 2 (2008) another 450 intems will he hired
and the original 450 interns will be "carried over” to Year 2. In Year 3 (2010) another 450 interns will be hired
and 450 interns from Year 1 will be "carried over” 1o Year 2 and 450 interns from Year 2 will be "carried over*
to Year 3.




2008
Labor 66,828,247
19% OH 15,675,762
30% PCS 6,000,000
40% PCS 8,000,000
50% PCS 10,000,000
Seat Management 24,000,000
$10,000 Bonus 15,860,820
$20,000 Bonus 17,860,820

Total 164,225,649

Labor
2008 66,828,247
2008 131,872,010
2010 171,416,597
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Contracting Professional Cost

{50% PCS + $20K Bonus)
2009 2010
131,872,010 171,416,597
30,832,941 40,208,832
6,000,000 6,000,000
8,000,000 8,000,000
10,000,000 10,000,000
24,000,000 24,000,000
16,185,150 18,511,410
18,185,150 18,511,710
245,175,250 294,648,548
19% OH Seat Mgt 50% PCS  $20K Bonus Total
15,675,762 24,000,000 10,000,000 17,860,820 § 134,364,828
30,832,941 24,000,000 10,000,000 18,185,150 § 214,990,100
40,208,832 24,000,000 10,000,000 18,511,710  § 264,137,139

3 Year Total $ 613,492,068

Estimated Cost of 1102 Hires 2008 - 2010
{1,000 in 2008, 1,450 in 2009, 1,900 in 2010)

300

250
§ 200 $20K Bonus
E [150% PCS
?—; 150 E Seat Mgt
5 £119% OH
g 100 — Labor

50 +—

2008

2009

Years

2010

Note: In Year 1 (2008/initial year) 450 interns will be hired. In Year 2 (2009) ancther 450 interns will he hired
and the original 450 interns will be "carried over” to Year 2. In Year 3 (2010) another 450 interns will be hired
and 450 interns from Year 1 will be "carried over” to Year 2 and 450 intemns from Year 2 will be *carried over"

to Year 3.
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Mr. MURTHA. Thank you.

Mr. HoBsoN. I have one last question. Right now you are talking
about the Army, but you also alluded to the fact that that the other
services, the Marine Corps, Navy, others may have a similar-type
problem. Maybe you cannot speak for this, but is this something,
Mr. Chairman, we should look at? If it is systemic here, is the Ma-
rine Corps facing the same problem in service contracts? Maybe not
in supplying the military stuff. But what about the Navy? Is any-
body looking at that?

General THOMPSON. Yes, sir, we are. As a matter of fact, yester-
day I spent 2 hours in a meeting with the senior officials in the
Defense Department across all the services. And one of the things
that the Gansler Commission recommended, and it is a require-
ment in the law, is that DOD report back in 120-days, as well as
the Army reporting back in 120 days, on what they are doing to
address the systemic issues. There are eight groups in the Defense
Department right now with representation across all of the services
looking at all of the systemic issues to make sure that we fix not
just the Army, but all of the services. And that report will come
back over to the Congress within the 120-day period from the time
of the enactment of the Authorization Act.

TRUCK CONTRACTS

Mr. HOBSON. Just one last comment. I am still concerned that we
are just automatically renewing truck contracts for billions of dol-
lars and not competing them. Because the last time not at the
Army’s request, but at this Committee’s request that trucks be
competed, we saved a lot of money. Still do not like the truck, but
we saved a lot of money. We are not doing that today. I understand
you people are going to do another, or already have done another
$2 or $3 billion contract, noncompete rebuy on the FMTV trucks.
And in my personal opinion, that is not good for the taxpayer.
Thank you, Mr. Chairman.

Mr. MURTHA. Mr. Moran.

CONTRACT PERSONNEL

Mr. MORAN. Thank you, Mr. Chairman. The frustrating thing is
that it is now 2008, and the problems we are talking about have
been going on for almost 5 years. And what I want to underscore
is that the authorizing Committee primarily drove this reduction in
acquisitions personnel. Acquisition personnel were cut by almost 50
percent, not because of the Appropriations Subcommittee, but be-
cause of the authorizing committee. And yet there was not a
squawk from any witness before this Committee until the sub-
committee initiated the questioning.

Even though this kind of stuff was going on and there was fraud,
there was just incompetence, there was an enormous waste of
money. And now we look back and we see, well, gosh, contract ac-
tions increased by almost 650 percent since the Clinton administra-
tion, the dollar value of contracts went up by 330 percent, and yet
the number of contract personnel went down by 50 percent. And
yet the military never asked for more people. I mean, you can look
back in the testimony, and not that you are that young, General,
but you know, you are relatively new to the scene, so I am not
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holding you personally responsible, but it is frustrating that this
stuff has been going on.

And now we look back and say, oh, gosh, here is the Gansler re-
port that says the obvious, and now we are starting to deal with
it. Now that we should have already concluded this mess in Iragq.
And the subcommittee has always been willing, the subcommittee,
in fact, has always granted whatever was requested. Now, I know
I am kind of lecturing here on a harangue; but that is the frus-
trating aspect of it. We look back, and the Gansler recommenda-
tions are pretty obvious. You need to increase contract personnel
by 1,400 people. And you look back, well, what has the Congress
done? You find that this subcommittee has done everything that
has been done.

It has not been enough. But you know, we added almost $50 mil-
lion for the audit agency. We added—the staff can tell us—but I
think all told, a few hundred million into contracting. And now you
are responding. And that is the troubling thing, that it is so much
after the fact, and this money has been wasted, and morale of the
troops has been affected accordingly.

For 4 years now, this subcommittee, and particularly in the last
2 years, has asked how many contractors are there in Iraq? And
we were given what, a round number of about 100,000 or some-
thing. But you would think, and I am sort of hoping that this is
brought back to the folks who are still there now in their 8th year,
that they would have gotten us an accurate number. I still don’t
think we have an accurate number. And you tell us about this
fraud, some of these people who committed the fraud are still get-
ting contracts. And I do not know that we have a system for say-
ing, look, there is accountability here. If you were involved in any
kind of fraud in your contract, you do not get any more contracts.
Do we have a policy like that?

General THOMPSON. We have a system to do that. A couple of
points, sir.

SUSPENDED AND DEBARRED CONTRACTS

Mr. MORAN. Has it been implemented? Has anybody been actu-
ally blacklisted as a result?

General THOMPSON. Yes, sir.

Mr. MORAN. Who?

General THOMPSON. Once an organization or a contractor is iden-
tified, they can go on the suspended or debarred list. And then the
other thing that happens is before they get on the suspended and
debarred list, which, in some cases, takes some time, their perform-
ance is evaluated by the existing contracts that they have got. And
if they are bidding for a new contract, the contracting officer that
is looking at them as a potential source for the new contract looks
at their performance. And that is part of the consideration in
whether they should be awarded a subsequent contract.

Mr. MURTHA. That is a hypothetical answer. How many has that
happened to?

General THOMPSON. I would have to take that one again for the
record, sir, to give you the specifics. But there are companies that
are on the debarred and suspended list. There are companies
whose past performance is not good, and that is known to the con-
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tracting community as they look to let future contracts. And we can
go back and give you on an annual basis how many those numbers
are that get added to that list.

Mr. KINGSTON. Would the gentleman yield?

Mr. MORAN. Yeah.

Mr. KINGSTON. I just want to ask, when you bar somebody, is
that as an individual or as a company? Because so many of these
people work through a shell of different corporations.

General THOMPSON. It can be either/or. It can be either/or.

Mr. KINGSTON. So you can actually follow the individual?

General THOMPSON. Yes.

Mr. MORAN. Let me say, Mr. Chairman, first of all, it is what we
should be doing, but in many ways this is subjective. You know,
it is one of the considerations to take into—it is one of the factors
to take into consideration. The reality, unless we can be shown oth-
erwise, is that these very same firms are still getting contracts.
Maybe, you know, they took it into consideration and they were not
the prime contractor, but the fact is they are still getting the con-
tract. There has got to be some accountability. And I just do not
see it coming internally.

No offense to the witnesses, but you have got—I think you have
got to show us some proof that you have gotten tough on these
folks, because unless there is proof, they are going to continue. Be-
cause the message, the contractors know who has been abusing the
system. And if they continue to get contracts, that is a message
that is sent that the contracting officer is going to look the other
way.

Now, a lot of them have come to us and said, now, look, it is not
so much they are looking the other way, but there are not contrac-
tors looking anywhere because there are not enough of them. And
the really good ones we wind up hiring anyway, and we can pay
them three times as much. And that is the other thing the Gansler
report said, it is not just the quantity that we are missing, we are
missing the quality. And there is not enough training and not
enough compensation. And if we want to—and that is one of the
things that was underscored in the Committee’s report last—that
was released with the 08 bill.

[The information follows:]

A number of persons and companies have been suspended or debarred. The at-
tachment provides the most current list.
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CONTRACTORS IN IRAQ

Mr. MORAN. And then it is accountability and getting some spe-
cifics. You know, if we asked you now how many contractors are
in Iraq, I do not know that we would get any better an answer
than the 100,000 we have been told before.

General THOMPSON. The number today is about 133,500. There
is a contractor accountability system in place now. It is called the
Synchronized Predeployment Operational Tracking System, which
is a database where contractors are put into, and they are also put
into that database when they move inside of theater. Now is it per-
fect? I will not tell you it is perfect, Congressman Moran, but there
is a system in place today to account for not just the number, but
also the physical location of the contractors in theater.

Mr. MORAN. So it is 133——

General THOMPSON. 133,500 in Iraq today.

Mr. BisHOP. Would the gentleman yield?

Mr. MORAN. Sure.

Mr. BisHop. That is 133,500 contractors for DOD. What about
other agency contracts that overlap? For example, security con-
tracts at the industries that are paid for out of other agencies like
State? What about those? Do you have any way of interactive ac-
countability for contractors that are working in theater alongside
DOD contractors?

General THOMPSON. That were hired by Agency for International
Development (AID).

Mr. BisHOP. That were hired by other agencies?

General THOMPSON. Yes, sir. I do not know about their specific
systems. But one of the things that the Defense Department and
the State Department have worked out as part of this December
memorandum of agreement is to work together to account for the
total contractor population that is in the theater. And I do not
know where that specifically is, Congressman.

Mr. BisHOP. But in addition to State, there is also Interior. There
are Interior contracts. From the various agencies and

Mr. MURTHA. Let me interrupt here. I want to make sure I am
getting clear. The last I heard was 126,000. Now, we are not pull-
ing troops out and putting more contractors in.

General THOMPSON. I do not think. we are doing that, Mr. Chair-
man. I would expect that as the number of troops come down, the
number of contractors there to support the troops would also come
down. But there may be some cases where you replace troops with
a contractor to do something that needs to be done. But in the ag-
gregate, I would expect the proportion of contractors to come down
as the troop level comes down.

GSA CONTRACTING ASSISTANCE

Mr. MURTHA. I worry about the same things Mr. Hobson and Mr.
Moran outlined. This subcommittee last time said take 600 people
from GSA because we were so concerned about this problem. Well,
I find out that in conference that we said, “we encourage” you to
do that. Then we find out GSA was livid about it. They could not—
what are you telling us about put some of our people over there in
a combat area? We just can not do that. So in the end we put
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money in. We can not solve this problem, General Thompson. You
have got to tell us what you need to help you solve the problem.

Now, if you, in your professional opinion, think it is better to
have contract officers that you can surge—which did not seem to
work—or you need more people in uniform or working for you, we
need to know so we can fund it. That is our problem. I mean, I do
not know what the OMB does over there. But every time we run
into something it is always OMB’s fault. But you need to tell us
so we can address the problem. At least help you with the solution.
That is what we are trying to do.

General THOMPSON. Yes, sir.

FUNDING FOR CONTRACTING OFFICERS

Mr. MURTHA. And CID the same way. If you need more money,
you need to tell us.

Mr. QUINN. Mr. Chairman, you had asked earlier about money
needs, personnel needs. The Army is giving us what we need. As
I mentioned, we had 100 agents. They have authorized us to grow
to 136. They are going to use the supplemental to pay for those ad-
ditional 36 agents. And then in the next 2 months, we will be put-
ting it into the Program Objective Memorandum and I have every
assurance that we are going to get what we need when it comes
to agents to investigate this.

General THOMPSON. The biggest need——

Mr. DIcKS. 5 years late. That is the problem.

CONTRACTING PROCESS

Mr. MORAN. Yes, it is. And the chairman expressed what I was
trying to say. You got the message. We have been trying to be re-
sponsive, and we are going to be held accountable here, for all this
money that is spent and all this fraud that has taken place. And
yet, I do not see that there is the kind of cleanup, fix-up, and con-
fidence in moving forward that this situation is not going to con-
tinue. One problem is there is just too many contractors contractors
over there. There is too much money being poured into it. And
there is too little accountability. And so the Committee is inter-
ested in how you are going to fix this. I know that the leadership
is determined to give you whatever you say will help fix the prob-
lem. But I am not sure we are hearing enough right now with the
Gansler report. If it is being implemented is certainly a step in the
right direction.

General THOMPSON. Yes, sir. I do think it is a step in the right
direction. I will share your concern that you have to appreciate con-
tracting. And it is not just the contracting officers, it is the whole
process from end to end. From setting a requirement on what you
need, to contracting for it, to making sure it is delivered properly,
to making sure it is properly paid for. You know. culturally. I will
speak just for the Army, not across all of DOD, contracting was not
valued as much as it should have been. I will tell you that Sec-
retary Geren is dead serious about fixing this. I have spent prob-
ably 50 percent of my time over the last 6 months addressing these
issues. Secretary Geren personally briefed the Secretary of Defense
a week ago, I was there, to make sure the Secretary of Defense
knew how seriously we were taking this.
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I told you about the two-hour session I had yesterday with all
the senior officials across the Defense Department. We are briefing
the Gansler Commission this afternoon to show them the things
that we are doing. I think we are on the right path to address this.
I agree it should have been fixed a while ago. But, you know, I
think we are on the right path.

Mr. MORAN. Let me just say there is a bigger issue here that
transcends this. And that is, should we really have as many con-
tractors fighting a war as we have uniformed personnel?

Mr. ROTHMAN. Will the gentleman yield?

Mr. MORAN. I want to finish my statement.

Mr. MURTHA. Wait. Let us go to Mr. Frelinghuysen.

Mr. MORAN. That contractors are getting paid more money. And
it has got to be undermining the morale of our troops. And it is not
the way to carry out a military action. But that is a larger issue.
And it is not the policy issue you are responsible for. But I think
the subcommittee is increasingly aware that that issue needs to be
addressed as well. I am sorry, Steve.

FUNDING FOR CONTRACTING OFFICERS

Mr. MURTHA. Let me mention in conjunction with this, you know,
the budget process goes on, last year at somebody’s recommenda-
tion, I do not remember who it was, we put $21 million in for this
particular area. It went to the Senate, they took it out. I mean, we
had to come to agreement on a lot of different things. If you folks
need money, you need to step in and tell the staff on the Senate
side, hey, this is important. Because you know, we have so many
things, when we are dealing with $459 billion, if somebody would
step up and tell us, tell them it is important, we drop out some
issues, I am sure, important to them, and they drop out some
issues that are important to us.

So you need to watch what we do and then tell the Senate staff
so that we do not have a problem—I mean, $21 million is a lot of
money in your field. So we do the best we can do. And it comes
because subcommittee members themselves make the suggestions.
So Mr. Frelinghuysen.

CONTRACTING SUPPORT BRIGADES

Mr. FRELINGHUYSEN. Thank you, Mr. Chairman. Gentlemen,
thank you for you what you do. I am an optimist by nature. Just
taking a little look back here, we have now joint contracting com-
mands. In the future with these new Contracting Support Bri-
gades, have they actually been activated?

General THOMPSON. Yes, sir. There are four brigades that have
already been activated. There are five battalions that have been ac-
tivated. And there are 120 four-person teams. Not all of them have
been activated yet.

Mr. FRELINGHUYSEN. So they report to the existing military
structure that is there?

General THOMPSON. Yes, sir, they do.

Mr. FRELINGHUYSEN. They do?

General THOMPSON. They do.

Mr. Dicks. Would the gentleman yield for just one quick ques-
tion?
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Mr. FRELINGHUYSEN. Yeah.

Mr. Dicks. Is there 3,000 people in a brigade?

General Thompson. No, sir. That is the point I made earlier. This
contracting brigade, headed by a colonel, has a staff of 19 people.
It is going to grow a little bit. So it is not like a Stryker brigade
or an infantry brigade.

Mr. FRELINGHUYSEN. But inherent in the brigade is they will be
working side by side with qualified civilians in a variety of auditing
and other types of capacities. Is that what we are led to believe?

General THOMPSON. In that brigade staff structure are the legal
support necessary, the contracting expertise, the audit expertise,
we will add the investigative expertise from the CID. So he has got
what he needs. And you have a colonel—the military understands
brigades and battalions. And so that is one of the reasons we struc-
tured it that way, so it was not a pickup game in the future.

Mr. FRELINGHUYSEN. So we are going to have Contracting Sup-
port Brigades, battalions, they are activated, they are going to be
working side by side

General THOMPSON. There is going to be more of them.

Mr. FRELINGHUYSEN. More of them, side by side with their civil-
ian counterparts. Is it true that only three percent of the Army con-
tracting personnel are in military today?

General THOMPSON. That is true.

GROWING THE ACQUISITION WORKFORCE

Mr. FRELINGHUYSEN. So you are talking about depending upon a
relatively small portion of the Army. And it has been drilled into
me by all the Army chiefs that the Army actually brings to the bat-
tlefield everybody else that is responsible for the logistics and the
overall footprint. Do you have enough people coming through the
military, going through the training process? Are you yanking peo-
ple out of the Pentagon? How are you actually building up these
brigades?

General THOMPSON. The acquisition workforce in the Army
today, the military acquisition workforce is about 1,540. We are
gi)ing to grow that by about 400 people. In addition to that, we
also——

Mr. FRELINGHUYSEN. You have the resources to do that?

General THOMPSON. Yes, sir. We do.

Mr. FRELINGHUYSEN. You have the money to do that?

General THOMPSON. We have the money to do that. It is part of
the Army’s overall authorization on the active component side of
547,000.

Mr. MURTHA. Wait a minute. He asked you do you have the
money to do that. You said something about supplemental.

Mr. QUINN. CID. Yes, sir.

General THOMPSON. I was coming to that. In the supplemental,
Mr. Chairman, what we need to look at is do we have the money
to hire the civilians. Because the military personnel account is ade-
quate to pay for the military structure. It is do we have the O&M
funds to pay for the increase in the civilians?

Mr. MURTHA. You are going to tell the staff what money you
need in order to fix this problem.

General THOMPSON. Yes, sir.
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Mr. FRELINGHUYSEN. Wait a second. You are confident that you
have enough people in uniform with these types of military occupa-
tions and backgrounds and others in the pipeline to populate these
Contracting Support Brigades?

General THOMPSON. Congressman, I am not confident that I have
got enough people today. But over the next few years as we stand
up this structure and recruit the people, we will have what I think
is an adequate structure to do that. But it is not there today.

Mr. FRELINGHUYSEN. Mr. Rothman wants to go in order and I
will yield to him.

Mr. ROTHMAN. Thank you Mr. Frelinghuysen. You mentioned the
word “culture,” and it is related to Congressman Frelinghuysen’s
question, but some earlier questions and comments too. The war
has been going on for almost 5 years. Hundreds of thousands of our
troops have been in and out of theater; maybe a million have been
in and out of the theater. Why did it take 5 years for this stuff to
come to light? And is it a problem of a culture of the services if
in fact, for example, rank-and-file folks saw these things going on
and did not report them——

Mr. FRELINGHUYSEN. I would like to reclaim my time, and maybe
he can in your time be more——

Mr. ROTHMAN. It is related to whether this fix is going to be suf-
ficient with adding a few thousand in the mix.

Mr. FRELINGHUYSEN. Reclaiming my time. I am interested in, ob-
viously, the military component. But as others have pointed out,
the DOD acquisition force has been reduced by 50 percent. The
issue we have discussed is, from last year’s report and discussion,
between now, or I think between 2006 and 2010, half of the Fed-
eral acquisition workforce will be eligible to retire. So not only do
you have the issue of military institutional memory, you have the
issues related to the DOD.

Mr. MURTHA. What was that again? Half of what? What is that?

Mr. FRELINGHUYSEN. We were told in another hearing that half
of the Federal acquisition workforce will be eligible to retire be-
tween now and 2010. And so if that is the case, you know, how are
you going to marry this new initiative, which we compliment you
on, with the reality of a workforce that is aging, that may want to
get out and may not want to even go into theater; are you going
to work on like the military recruiting retention bonuses, higher
salaries? How are you going to marry all that? And more impor-
tantly, how are you going to pay for it?

General THOMPSON. Yes, sir, There are a number of programs,
intern programs, recruiting programs, and Ms. Ballard, who sits
behind me, is the head of contracting inside of the Army and works
on the Army Secretariat. But we have got those programs in place.

One of the things I will commit to, Mr. Chairman, is go back and
make sure they are adequately funded either in the base program
or in the supplemental. Those numbers that you quoted, Congress-
man Frelinghuysen, on the members of the acquisition workforce
that are eligible to retire, are accurate. We typically don’t see that
number that actually do retire, but it is a concern out there. And
we know we need to recruit over the next couple of years an ade-
quate bench in order to replace those people.
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JOINTNESS IN CONTRACTING

Mr. FRELINGHUYSEN. Well, if they have to go to Afghanistan or
Iraq, I am sure, like other Federal agencies, there is probably some
reluctance.

In my last question, since the time is limited, since you carry the
burden in many ways for the other military services, getting them
into the theater, you know, the overall footprint of all the con-
tracting services, this is a pretty enormous workload. The structure
that you are setting up here, is it going to be mirrored in any way?
I know you have sort of answered that question by an equal num-
ber, equal contribution from the other services. Are the Marines
going to have a small—I assume they have some sort of contracting
contingent now. Navy does. Air Force. Is there going to be jointness
in this initiative across the services?

General THOMPSON. Very much so. One of the things that they
are doing is making sure that the planning for joint expeditionary
contracting is done at the combatant commander level, and that as
you go into a theater, you use Iraq or Afghanistan or some other
theater in the future, that you understand what that need is; and
the actual workforce that does that contracting would come from
all the services. And so there is that deployable structure not just
in the Army but in the Navy, the Air Force, and the Marines as
well. And we are sharing the doctrine.

There is joint doctrine that is being developed right now. It is in
the final stages. One of the things—and I brought this along. This
is the Contingency Contracting Joint Handbook that has been de-
veloped across all the services in the last year to standardize those
procedures as we go forward. And this is now being published and
is given to all the contingency officers across all the services.

The joint doctrine has been years in development. Arguably that
takes too long, but it is in the final stages right now, and that will
be published as a joint publication here within the next couple of
months. But it is a joint effort, Congressman. And that is the way
we are approaching it in the future.

Mr. FRELINGHUYSEN. I didn’t know you brought that with you.
But it obviously speaks volumes of the issue of whether the serv-
ices are working together on this issue. It can’t just be the Army
doing the heavy lifting here. It needs to be shared.

General THOMPSON. This is primarily an Air Force document
that all the services then got together and said, This is really pret-
ty good, let’s make sure we get all those thoughts in there.

And this is just being published. As a matter of fact as I talked
to members of the Senate staff last week, I had another copy, and
I gave it away because they were interested in it.

And the Army has the lead on the development of the joint A
doctrine contributed to by all, of the services. So it is very much
a joint effort and that is the recognition across the DOD.

Mr. BisHOP. Would the gentleman yield?

Mr. FRELINGHUYSEN. I would be happy to. And then I will yield
back.
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DEFENSE ACQUISITION UNIVERSITY

Mr. BisHOP. To follow up on what Mr. Frelinghuysen was dis-
cussing, what is the role of the Defense Acquisition University in
trying to address this age imbalance? And is it a cross-service ef-
fort? Have you all done any kind of assessments to determine
whether or not there is sufficient personnel at the Defense Acquisi-
tion University to meet the demand for the new trainees, to ad-
dress the retiree situation?

General THOMPSON. The Defense Acquisition University, Con-
gressman Bishop, has got the responsibility for training the acqui-
sition workforce across the DOD. They also have responsibility to
look at all the workforce trends in the acquisition across the DOD.
They have expanded their course offerings and increased the course
content for contingency contracting. They have got lessons learned,
they are always looking at lessons learned and incorporating that
into course content. And one of the things that works across the
DOD is, looking at those workforce trends to do some of the things
we talked about, is bringing in enough people with the right skill
set to replace those that may retire in the next few years. But they
have a very active role in that.

ACQUISITION WORKFORCE RETIREMENTS

Mr. MURTHA. The time of the gentleman has expired. I am going
to read something about Joint Contract Command. I am sure you
have read this. “The Gansler Commission reports the Army is the
DOD executive agent for contracting Iran, Iraq. and Afghanistan
but is unable to fill military-civilian contract billets in either qual-
ity, quantity, or qualification.”

What Mr. Frelinghuysen said worries me. You can contract out
and it takes you a while to train your folks to do this business. And
that is part of the problem we had in Iraq. If you have got that
many people retiring, you had better give us a plan.

You know personally. I think one of the big problems we have
is we are living day to day. We are not living ahead. You need to
give us a plan, so we don’t run into this problem down the road.
I know personally, when it comes to health care, the Army does a
hell of a lot better job than the Air Force does. The Air Force
doesn’t know which end is up when it comes to contracting for
health care, but the Army does a lot better job.

General THOMPSON. Sir, just to give you some assurance that
when we send this 120-day report back, part of how seriously Sec-
retary Geren has taken this, he has got the Under Secretary of the
Army, Mr. Ford, pulling together the action plan, the campaign
plan to address this thing into the future. And it will address
things doctrinally, organizationally, training, the materiel solu-
tions. It is very comprehensive.

Mr. MURTHA. This says here the Air Force is handling most of
the complex contracting actions. Is that true?

General THOMPSON. In Iraq and Afghanistan, in the Joint Con-
tracting Command, about 25 percent of the presence there are
Army. And then the others are shared across the services. A lot of
the Air Force, because they have about 2,000 military contracting
professionals in the Air Force, which is——
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CONTRACTING EXECUTIVE AGENCY FOR IRAQ AND AFGHANISTAN

Mr. MURTHA. If you are the executive agency coordinating it, and
yet 67 percent of the money comes from the Air Force, which pro-
vides 67 percent of the Joint Contracting Command, according to
the Gansler report.

General THOMPSON. Yes, sir. And that is accurate. But then
again, that is because we treat contracting as a joint operation.
And so the Air Force has got more qualified and trained people.
And therefore they are filling those requirements in the Joint Con-
tracting Command.

Mr. MURTHA. Should you not change the Air Force being an exec-
utive

General THOMPSON. One of the things that we are discussing
with OSD right now is, should the Army be the executive agent?
If it is going to be treated joint, should DOD be the executive agent
for contracting in the joint operation rather than delegated down
to a service? That is under discussion right now.

Mr. MURTHA. Okay. Ms. Kaptur.

Ms. KAPTUR. Thank you, Mr. Chairman.

General Thompson, thank you and your family for your service
to our country.

General THOMPSON. Thank you, ma’am.

CONTRACTED SECURITY FORCES

Ms. KAPTUR. Thank you, Mr. Quinn, for your service as well. We
appreciate your being here with us today. My interest, my greatest
interest is in—1I guess I feel like I am running after a herd of ele-
phants that is stampeding across the plains and I am running after
them and I can’t catch them. They are always ahead of me. And
they are doing things that I can’t stop.

My interest is in contracting, and in those members of the con-
tracted forces who carry guns. The most troubling thing you have
said this morning, more than once, is that there is an agreement
being worked on between the State Department and the Depart-
ment of Defense regarding contracted security forces, which is still
not signed.

General THOMPSON. No, ma’am, it is signed.

Ms. KAPTUR. It is signed?

General THOMPSON. It was signed in December.

Ms. KAPTUR. Signed in December.

General THOMPSON. And in December also were a comprehensive
set of instructions put together by the multinational force in Iraq
to pull together all the pieces to get their hands around the con-
tracted security guards and the accountability of those: who is al-
lowed to carry weapons, and all those procedures. And I don’t know
if Mr. Quinn has got anything else to add to that. But those docu-
ments are there and can be made available to the Committee.

Mr. QUINN. Yes, ma’am. The memorandum between the Deputy
Secretary of Defense and the Deputy Secretary of State was signed
on 5 December; and then later in December, on the 22nd, is when
the multinational forces-Iraq put out their instructions. They had
instructions prior out there, but they pulled all these different
agreements together and issued a fairly comprehensive set of in-



58

structions on how to get control over all the different agencies over
there that may have private security contractors.

Ms. KaPTUR. All right. Who has more under contract. DOD or
Department of State? How many are there? And who has more
under contract—which agency, which department?

General THOMPSON. Private security contractors? I don’t have the
answer to that, ma’am. We can again take that one for the record.
That is a fairly easy question.

[The information follows:]

The Department of Defense is not privy to the number of Private Security Con-
tractors employed by the Department of State.

As of the end of the 1st Quarter 2008 (December 31, 2007), CENTCOM reported
12,950 DoD-funded private security contractors; 9,952 in Iraq and 2,998 in Afghani-
stan.
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Private Security Contracis
{iraq)

mm I l l

= . !Type of C Hel i Acti §Obti Amount %
2003 Competed* 78 a3 $792,894,538.00 26.19%)|
2003 Follow-on to Competed Action 1 1 $2,026,229.00 0.07%:
2003 Not Competed 82 82 $2,232,815,197.00 73.75%)
Urgency kel 73 $2,231,577,127.00 99.94%)
Null vaiye 9 9 $1,238,070.00 0.06%
" BG032003 TOTALS 1 5 LEL 027,735,864 700,009
2004 Competed™ 657 857 $7,237,635,827.00 78.08%;
2004 Not Avallable for Competition " 11 $2,233,177.00 0.02%)
2004 Follow-on to Competed Action 6 € $3,884,956.00 0.04%)
2004 Not Competed 197 197 $2,025,252,428.00 21.85%;
Foliow-on 1 ] $546,425.00 0.03%;
Only One Source - Other 10 10 $1,568,437.00 0.08%;
Authorized by Statute 1 1 $40,000,000.00 1.98%
Unique Source 3 3 $1,278,327.00 0.06%
Urgency 118 118 $1,975,161,790.00 97.53%!
Nult Value 59 59 $6,606,449.00 0.33%|
200412004 TOTALS 1 BT &7 240,006,308 100.00%
2005 Competed” 1,890 1,693 $7,952,966,809.69 94.22%)
2005 Not Available for Competition 18 18 $3,088,931.00 0.04%f
2005 Folfow-on to Competed Action 1t 11 $4,280,225.00 0.05%]
2005 Not Compsted 448 448 $480,531,794.00 5.89%]
Follow-on 12 12 $16,820,184.00 8.50%
Only One Source - Other 42 42 $47,894,409.00 9.97%!
Authorized by Statute 1 1 $5,669,600.00 1.18%
Unigue Source 18 18 $16,724,575.00 3.48%;
Urgency 11 11 $352,869,166.00 73.43%i
. Nuil Value 264 264 $40,653,880.00 8.44%]
S00512008 TOTALS T TeA . a,170) 440,876,050, 0,000
2008 Competed* 1.937 1,942 $7,419,821,456.42 98.47%)
2006 Not Available for Competition 11 i $1,098,091.00 0.01%
2006 Not Competed 269 289 $114,337,062.00 1.52%;
2006  Follow-on 8 8 $3,069,715.00 2.68%
2008  Only One Source - Other 24 24 {$3,526,450.00) -3.08%:
2006  Authorized by Statute 4 & $1,321,134.00 1.18%]
2006  Unigue Source 18 18 $31,804,066.00 27.82%)
2006  Urgency 77 77 $69,714,502.00 60.97%
2006  National Security 4 4 $3,548,080.00 3.10%
2006 Patent/Data Rights 1 1 $45,286.00 0.043%]
2006  Null Value 138 135 $8,360,745.00 7.31%
B OT612006 TOTALS 1 EXs) ) 535,256,600, 00005
2007 Competed” 2,289 2,269 $7,358,279,838.74 97.90%
2007 Not Available for Competition 7 7 $459,883.00 0.01%!
2007 Follow-on to Competed Action t 1 {$199,500.00) 0.00%!
2007 Not Competed 200 200 $157,268,124.78 2.08%;
Follow-on 3 § $12,639,518.00 7.97%]
Only One Source - Other 32 32 $35,960,567.84 22.87%)
Authorized by Statute 4 4 $2,552,429.00 1.62%
Unique Source 28 28 $16,461,775.00 10.47%)
Urganey 104 104 $86,203,710.94 54.61%]
National Security 4 4 $2,257,280.00 1.44%:
Public interest 1 1 $32,000.00 0.02%]
Standardization 1 1 $9,800.00 0.01%!
Null Value 20 20 $1,251,944.00 0.80%j
B00712007 TOTALS 7 AR SATR 7 B0, 548, 100.00%]

*Competed includes Fult & Open plus Full & Open After Exclusion of Sources.
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Private Security Contracts

(Afghanistan)

umper of
FY IType of Competition iRecords !Actions I Dollars %
2003 Competed” 209 208 $394,231,991.00 99.26%
2003 Not Competed 16 16 $2,942,834.00 0.74%
Only One Source - Other 1 1 $294,804.00 10.02%;
Urgency 10 10 $1,404,122.00 47.71%
Null Value 5 5 $1,243,808.00 A42.27%
2003]2003 TOTALS ? 225 225 $3097,174,825.00 100.00%
2004 Competed” 336 336  $781,853,889.00 94.81%
2004 Not Available for Competition 19 19 $36,010,020.00 4.37%
2004 Not Competed 35 35 $6,785,188.00 0.82%
Only One Source - Other 2 2 $25,099.00 0.37%
Urgency 6 6 $3,095,541.00 45.62%)
Null value 27 27 $3,664,548.00 54.01%
2004'2004 TOTALS |} 390 | 380 ! $824,649,097,00 ‘ 100.00%;
2005 Competed® 508 508 $1,388,188,588.00 88.91%)
2005 Not Available for Competition 36 36 $164,136,231.00 10.51%
2005 Not Competed 99 99 $9,000,424.00 0.58%|
Only One Source - Other 7 7 $810,181.00 9.00%
Urgency 7 7 $2,630,579.00 28.23%
MNull Value 85 85 $5,559,664.00 61.77%|
2005]2005 TOTALS g 6431 6431 $1,561,325,253.00 100,00%|
2006 Competed* 849 849 $1,988,116,636.00 95.62%)|
2006 Not Available for Competition 46 46 $31,603,497.00 1.52%
2006 Follow-on to Competed Action 23 23 $37,975.00 0.00%
2006 Not Competed 141 141 $59,319,647.00 2.85%
Only One Source - Other 16 16 $23,006,696.00 38.78%|
Authorized by Statute 7 7 $24,437,317.00 41.20%
Urgency 7 7 $11,430,302.00 19.27%|
Null Value 191 111 $445,332.00 0.75%
2006!2006 TOTALS ] 1,059 ! 1,059 i $2,079,167,755.00 i 100.00%
2007 Competed* 1,313 1,313 $2,083,576,942.94 91.98%
2007 Not Available for Compstition 19 18 $69,036,031.35 3.05%
2007 Follow-on to Competed Action 36 36 $80,127.00 0.00%
2007 Not Competed : 172 172 $113,733,009.00 5.02%
Follow-On 4 4 $253,143.00 0.22%
Only One Source - Cther 58 58 $50,271,720.00 44.20%
Authorized by Statute 22 22 $46,326,256.00 40.73%
Unique Source 1 1 {$100.00} 0.00%|
Urgency 15 18 $16,461,209.00 14.47%,
Null value 72 72 $420,781.00 0.37%)]
2007!2007 TOTALS ] 1,540 | 1,540 | $2,266,496,110.29 | 160,00%)

*Competed includes Full & Open plus Full & Open After Exclusion of Sources.
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Ms. KaPTUR. What is so interesting to me, is that we are in the-
ater 5 years and some of us even went to Iraq to try to figure out
under whose command and control some of these individuals were.
We are now 5 years. That is why I feel the elephants are stam-
peding across the plain and I can’t catch up to them. I am won-
dering what this contract will provide, or this agreement. What will
it tell us that we don’t—we don’t have answers now on how many
they are. Will it tell us which countries these people are from?
What percent of these contractors who carry guns aren’t U.S. citi-
zens? Do we know?

Mr. QUINN. No, ma’am.

Ms. KAPTUR. Five years into a war, we don’t know that.

Do we know how much

Mr. QUINN. I don’t know, ma’am. The contracting organizations
over in theater may very well. But I am speaking from the inves-
tigative side of the house where we go out and investigate any of
these allegations. I am just not aware of those numbers.

CONTRACTOR DISCIPLINE

Ms. KAPTUR. We don’t know how many are under State, we don’t
know how many are under DOD. The two of them weren’t cooper-
ating until last December. And I am not sure what this agreement
will actually cover.

I don’t have much time this morning, but it is troubling to me,
you know, that we have to get to the fifth year in the war before
we even begin to think about this. The Washington Post had a—
and it isn’t that some of us haven’t tried. We have tried very hard
to get this information. And I have asked myself about the decrease
in contracting staff while the expenditures have exploded or the
fact that you don’t have the staff you need, is that accidental or in-
tentional? I don’t know the answer to that. But if you want to have
certain things happen and you don’t want to have anybody look at
it, you don’t provide the people to do the oversight. So the way I
am looking at this world, it is intentional, it is not accidental.

In The Washington Post in April, a year ago, there was an article
entitled “A Chaotic Day on Baghdad’s Airport Road.” And the arti-
cle said not a single case has been brought against a security con-
tractor. And that confusion is widespread among contractors in the
military over what loss, if any, applied to their conduct.

Let me ask you. General, to your knowledge, who in the Army
chain of command monitors contractor performance and takes ac-
tion if the contractor’s conduct is inappropriate or illegal?

General THOMPSON. Well, the operational chain of command
monitors that, and the contracting officer also monitors the con-
tractor’s performance. And part of what is in place in this agree-
ment and in the instructions from the Multinational Force-Iraq are
the accountability issues, both with the UCMJ and with the Fed-
eral statutes and with the military extraterrestrial jurisdiction and
what they can and cannot do with the contractors.

Ms. KAPTUR. But these 5 years now, none of this has gone on.
None of it. It says not a single case has been brought against a se-
curity contractor. That means no case was brought under State—
of course, we don’t know about State because the agreement is new
so. You haven’t had a chance to really look at that, right?
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And what about DOD? Any case been brought against a security
contractor under DOD to your knowledge?

General THOMPSON. Ma’am, I don’t know. Like I indicated ear-
lier, that is an area that I did not personally look at. I know it is
being looked at inside the DOD and with the State Department.

Ms. KAPTUR. Do you have any idea how many contracted forces
are under DOD’s purview within Iraq today? Do you know?

i General THOMPSON. Yes. That is the number that I quoted ear-
ier.

Ms. KapPTUR. Kaptur. 133,500. But of that, how many of them
carry guns? Who are the security contractors? How many?

General THOMPSON. I don’t know the answer to that.

TRAFFICKING IN ARMS AND OIL

Ms. KAPTUR. The fact that we can’t get answers to this, and
many of us have been trying, is very troubling. And it tells me, it
leads me to believe that there are certain individuals in our gov-
ernment who are tying to set up a different type of operation over
there down the road, largely based with contracted forces and not
regular military. And that bothers me a great deal.

Let me just ask—and my time may be up here. I am very inter-
ested in trafficking in arms and oil. I would like to know if any of
the criminal investigations that are underway are targeted at the
oil sector, and how much has been moved out of that country ille-
gally? Who is doing it? Is there any way to get at that in the work
that you are doing? And the same with arms. The Chairman ref-
erenced the U.S. arms, that have leaked up into Turkey. That isn’t
the only shipment, obviously, that got out of the country. How do
you get your hands on oil and arms and illegal trafficking out of
Iraq?

Mr. QUINN. Ma’am, Army CID does not have any open investiga-
tions ongoing on trafficking and oil. The closest that we have on
the trafficking of oil would be deliveries that aren’t delivered to
base stations or base camps out there where contractors, in collu-
sion with the military members or somebody else, are taking bribes
not to deliver it. But I think the oil you are talking about is the
major movement of oil, out of the—out of Iraq. And we are not——

Ms. KapTUuR. Who would that be, Mr. Quinn? Who would have
responsibility of oversight of criminal activity

Mr. QUINN. Ma’am I believe that would probably be the FBI in
conjunction with State Department. I don’t know that for certain.
And it probably goes—ties back to the dollars involved, on any dol-
lars moving back and forth that touch U.S. hands. If it is purely
Iraqi oil and sovereign Iraqi movement of oil, then that—that
would not probably be the FBI either, to be quite honest.

Mr. Dicks. Would the gentlelady yield briefly for a second?
Would the Iraqi Government be looking into this? Do they have
any investigating:

Mr. QUINN. Congressman, they do. They do have investigators.
They may very well look at it. They have got courts over there that
they have established. We are working some cases with the Iraqi
officials where they have been ripped off by contractors not deliv-
ering garbage trucks to Baghdad, et cetera.

Mr. Dicks. Thank you for yielding.
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Ms. KAPTUR. Thank you. I think my time has expired.

General THOMPSON. Ma’am, before

Ms. KAPTUR. Yes, General.

General THOMPSON. To your points about the jurisdiction. I am
looking at my notes here. And back as early as 2004, they ex-
panded the military Extraterrestrial Jurisdiction Act, which is any-
body that commits a Federal offense outside the U.S. soil. They ex-
panded that to contractors working for all Federal agencies, not
just DOD.

And then in 2006, there was a statute change that made contrac-
tors in Iraq and Afghanistan subject to prosecution for courts-mar-
tial violations of the UCMJ.

So the changes have been put in place over the last few years
to hold the contractors accountable. I don’t know how many have
been prosecuted or how many are under investigation right now.

Mr. QUINN. I think The Washington Post may have it right as
far as private security contractors actually prosecuted. They are
getting ready to do some prosecutions in the not-too-distant future,
but the fact that there was no prosecutions

General THOMPSON. At that point in time.

Mr. QUINN. I would not want to infer that we didn’t go out and
investigate. We did investigate maybe about a half dozen shootings
out there conducted by private security contractors. Most of them
got to the point on the use of force that we did not have enough
information to actually go forward with the criminal indictment
through either U.S. courts, or, in one case we even tried to go
through the British courts because it was a British citizen. But
again, it turned on the fine point of protecting one’s self. And it
wasn’t an incident where, just flat on its face, you had a murder
of Iraqi civilians by contractor guards.

Ms. KAPTUR. Is it possible for you to provide for the record, to
the best of your knowledge and as a result of this agreement total,
contracted workers inside of Iraq: and of that number, both from
DOD and from State, which of them are involved in armed activi-
ties, security, whatever-it-is-force, in each of those departments? Is
that information available to you to provide us?

[The information follows:]

As of the end of the 1st Quarter 2008 (December 31, 2007) CENTCOM reported
that there are approximately 163,590 DoD-funded contractor personnel in Iraq.
There are approximately 12,950 DoD-funded private security contractors in Iraq, of
which 9,212 are armed.

The Department of Defense is not privy to the number of Private Security Con-
tracts awarded by the Department of State.

General THOMPSON. Ma’am, I think the information is available.

Mr. QUINN. This agreement with—that the multinational forces-
Iraq published, it gets down to the point where when maybe a De-
partment of State private security contractor is out there moving
around, they have to notify the multinational forces that are in the
area. If there is an accidental—if there is a discharge of a weapon
that has to be reported, they have to do a spot report on it. So they
are tightening it down to the point where we should have visibility
across each other’s lines between Department of State and Depart-
ment of Defense.
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Mr. MURTHA. So the report is part of the defense report to the
Army commander?

Mr. QUINN, Yes, yes, sir. Reports go up both lines of the chain
of command, Department of State. And we actually have a U.S.
military over in Department of State’s emergency operations cen-
ter, and they have one over in ours too.

Ms. KAPTUR. I would like to request for the record just the num-
bers. Then I want to know how much they are paid versus regular
force. I want to know their pay scale.

}11\/11".? MURTHA. I don’t understand the question. The question for
what?

Ms. KApPTUR. All right, Mr. Chairman. I would like to know from
this agreement that was signed with the State Department back in
December, I want to know for DOD and for the State Department
how many total contractors are working in Iraq for each of those
departments. All right.

Then I want to know what subset of that total is armed force in
any form, whether it is involved in some type of security operation,
working with the Iraqi military, whatever. I want to know who
they—I want to know how many there are, and then I want to
know how much they are paid compared to regular personnel, reg-
ular force that we have in theater.

Mr. MURTHA. Part of the problem is when I was there a year ago,
they were falling all over each other, Blackwater people. And this
is in the Green Zone, inside the military command. So I assume the
Defense Department pays for that. Or does State Department pay
for that?

General THOMPSON. It is a combination.

Ms. KAPTUR. See, that is what you can never find out.

And then, Mr. Chairman, I would like to know how many are not
U.S. citizens and where they are from. That is something else I
would like to know. And I want to know the dollar amounts of
those contracts. I want to know that. You would be the first people
in the world that would give this member that information. Thank
you.

[The information follows:]

The total dollar amount for contracts in Iraq for FY06 was $71,496,222, and in
FYO07 the amount was $179,465,170, resulting in a total of $250,961,392.

As of 27 Feb 08, JCCI/A has 4,218 Iraqi businesses in the vendor database. The
total dollars to Iraqi businesses for March 06—Jan 08 was $5.1B.

As of the end of the 1st Quarter 2008, CENTCOM reported that there are ap-
proximately 163,590 DoD-funded contractors in Iraq. Of these, 132,266 or 81% are

either third country nationals or host country nationals. There are 31,325 U.S. citi-
zens employed as DoD contractors in Iraq accounting for 19% of the total.

Mr. MURTHA. Mr. Tiahrt.
ARMY CONTRACTING TASK FORCE

Mr. TIAHRT. Thank you, Mr. Chairman. Thank you all for serving
the country. We have heard from earlier testimony that you could
be doing something else for more money. So I am glad you are serv-
ing the country. And I appreciate it very much.

General Thompson, you have been tasked with the Army Con-
tracting Task Force. I heard you earlier say you have developed a
plan to implement this. Is that plan complete? Has it been ap-
proved? And is it available?
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General THOMPSON. No, sir. It is not complete yet. It will be com-
plete, because that plan will be either referenced or attached to the
report that we need to submit back to the Congress in 120 days.
And whether we had that requirement in the authorization act or
not, we would have done that because it is the right thing to do.

ARMY CONTRACTING COMMAND

Mr. TIAHRT. And as part of our staff’s notes to us, it says that
the action that has already been taken in response to the Gansler
Commission was that you have established a two-star level com-
mand. And is one the expeditionary and one operational?

General THOMPSON. There is a two-star level contracting com-
mand. And underneath that——

Mr. TIAHRT. One star.

General THOMPSON. One star to focus on installation contracting,
and then a one-star level focused on expeditionary contracting, and
the one focused on expeditionary contracting will have the com-
mand and control of all the deployable brigade battalions and
teams.

Mr. TIAHRT. Also, there is a commitment to increase the Active
Duty contracting personnel by 400 and the civilian by a thousand.
Is there a timeline when you hope to achieve those goals?

General THOMPSON. Yes, sir. The exact numbers for the military,
301 have been approved, another 167 have been recommended. I
am optimistic they will be approved. And the exact number of civil-
ians that we think we need to grow is not 1,000, it is 801. And it
is the 801 that is the subject of are there the dollars there to pay
for those? And that is what I owe the answer to the Chairman.

Mr. TIAHRT. So there are two ways to look at this. One is how
much can I afford. And the other is how much do I need. Are your
numbers based on what you believe you need, or is it based on
what you think——

General THOMPSON. No, sir. It is based on what I think we need.

TRAINING OF CONTRACTING PERSONNEL

Mr. TiAHRT. Okay. Where will you set up the training for all
these personnel? And will you train the Active Duty alongside with
the civilian?

General THOMPSON. Yes, sir. The training is already there. It is
there in the Defense Acquisition University and it is also there
with the internal Army training. We do a lot of the training——

Mr. TIAHRT. Will this be a surge coming through—I hate to use
that term because it is kind of confused, like the pig going through
the anaconda.

Is there more than normal going through your education system
because of this?

General THOMPSON. We will expand the course offerings and, the
class sizes as we need to, to be able to handle the growth of people.

Mr. TIAHRT. But you have the physical—

General THOMPSON. Physical space to do that? Yes, sir.

Mr. TiaAHRT. Okay. The other thing is that the Gansler Commis-
sion thought you were not adequately staffed. It said that part of
the experience of being deployed was lacking. Are you going to
change your curriculum to match some of the things that they have
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pointed out and some of the things you have experienced in Iraq
and Afghanistan?

General THOMPSON. Yes, sir. Like I said earlier, we are actively
interviewing both the individuals and the unit leadership as they
come back. And we are adjusting course content for all of our
courses. The 12 in particular that I referenced earlier, that course
content is being adjusted based on the lessons learned.

Mr. TIAHRT. I am sorry. I missed that part of your testimony. I
didn’t mean to make you repeat yourself. The other thing is part
of the training is supposed to be contracting, going out and estab-
lishing the contract, the terms and conditions, making sure that it
meets the requirements. And the other part is contract manage-
ment, which is really a different task.

But is your training going to train people separately where you
have two different job descriptions? Or will they be the same indi-
vidual that does the contracting, and then follows on and manages
the contract? Because if you look in private sector, quite often they
treat that as two different job codes, if I can use that term, and
they make them two different specialties.

General THOMPSON. It is a full-time job to be involved in con-
tracting. On the military side, that is a 51 Charlie, either officer
or NCO. It is an 1102 series code for the civilian workforce. The
contracting officer representative is not a full-time job, but it is an
important job. We have trained 4,700 contracting officer represent-
atives over the last year time frame. I just want to make sure I
have the time frame right. And those are the eyes and ears on the
ground for the operational commander to make sure that the trash
is picked up, the water is delivered, the fuel is delivered.

There is an online course—online is not necessarily the answer
to everything—that the Defense Acquisition University offers, that
it would require all our contracting officer representatives to take.
And in addition to that, we have augmented that with on-the-
ground training that is specific to the job that they are going to do.

So, for example, if I am the contracting officer representative, I
am Lieutenant Thompson out there, and I have got to make sure
the dining facility trash is getting picked up three times a day, I
have to know what the specifics of that contract are. And that is
an important responsibility for me. And one of the things we have
to get across to the operational commanders and the individuals
3ut there, it is not just an extra duty. It is a very important extra

uty.

One of the strategic points I would like to make to the Com-
mittee is my cochair on this Army Contracting Task Force, Ms.
Conden, and the head of contracting for the Army Materiel Com-
mand, Mr. Jeff Parsons, a two star, SES, are over in theater today,
meeting with the new three-star operational commander in Kuwait,
who is very interested in making sure he understands what his
roles and responsibilities are so he can become actively involved in
making sure that the U.S. Army gets what it is supposed to get,
and he fulfills his responsibilities as the senior mission commander
in Kuwait.

It is not to say that the previous commanders weren’t interested.
I mean, I give general Wickham great credit as the previous com-
mander in Kuwait for raising a lot of the issues to the senior lead-



67

ership level to be addressed. And General Wickham did a really
tremendous job, in my view, of making sure that we understood
that there were issues out there that needed to be addressed.

The seriousness that the Army has taken is Secretary Geren and
the Chief of Staff are now going to have the general officers go
through a course for a week focused on business issues. The inau-
gural course for the general officers is going to be the second week
in February, and the 4-hour block on why contracting is important
is going to be taught by me to the one stars, soon to be two stars.
And that is a significant change in the way we viewed this from
the past. and I think a positive change; and, to me, an indication
of the seriousness that the civilian and military leadership and the
Army are taking this.

Mr. T1aHRT. I think it is very important that you are setting up
the contract command, because in the past, it was just sort of a
square to be filled by most officers on the way to the top. And so
they filled their 2 years in contracting, however long it was. That
made them available for promotion to something outside of con-
tracting. And there was never a career path. So a lot of the Active
Duty personnel didn’t see that as a way for them to move up. And
so it was never treated, I think, with the seriousness that it needs
to be treated with, as we are seeing with all this problem of fraud
now.

So I think it is the right path. I hope that the other services will,
follow a similar path as well. In the way that you are first over the
hill here, I think it is very important we do that across the services
so we can keep the taxpayer dollars from being as part of fraud
and part of the abuse that we have seen in the past.

General THOMPSON. One of the things that the Secretary of the
Army did is he gave specific guidance to the last brigadier general
promotion board to select an individual for the general officer
ranks that had a contracting background. And when that list is
sent, over to the Congress and approved, you will see the name of
that officer who has been selected—and also gave specific guidance
to the colonel-level command selection board that just adjourned to
pick the right people to fill these contracting brigade positions. And
I know, because I worked it with the secretary. He personally made
sure that those words reflected his intent to make sure this gets
addressed and to create that leadership opportunity at the top, so
it is a valued career field, so people will come in at the bottom and
recognize it is not a dead-end career field. It is a career field that
has got service in the service.

Mr. TIAHRT. Thank you, General. Thank you, Mr. Chairman.

Mr. MURTHA. Mr. Rothman.

REPORTING FRAUD

Mr. ROTHMAN. Thank you, Mr. Chairman.

General Thompson, Mr. Quinn, thank you for your service to our
country and thank you for taking on this important job. And I want
to commend all my colleagues for great questions.

I want to go at something completely different, though. I under-
stand that we are fighting a war, and when we send our troops into
battle it is to win a war, and we are sending warfighters. But I
wonder is there a role or not for the private, the sergeant, the cap-
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tain, the major, if they see ammunition, guns and the rest of that
stuff being stolen or diverted and they know it is happening? Is
there a role for them to play? There are 100,000 of them over there.
They are seeing this stuff. I understand they want to complete
their mission, they want to stay alive.

Is there any role for them, however, in this system of reporting
abuse, fraud? And what happened? I am sure some of these rank-
and-file folks reported in since 2003 that they saw stuff going on.
What happened to their complaints or their observations?

Mr. QUINN. I would say, Congressman, that they have a respon-
sibility to report when they see fraud, waste and abuse. And that
is something that the Army preaches to soldiers. Some of the cases
that we investigated did in fact come from soldiers coming to us
and said, hey, I just think I got offered a bribe by a contractor
dowg here. Are you all interested? And, of course, we are inter-
ested.

So it is a responsibility. They have a means, with the CID agents
actually out there with units. Now, we are not at every forward op-
erating base. But commanders know how to get hold of our agents.
But, yes.

Mr. ROTHMAN. Is this something that has just recently been
brought to the attention of the troops? Or hate they always had
this as part of their ethos as an American fighting person?

}Cl}eneral THOMPSON. Yes, sir. It has always been a part of their
ethos.

Mr. QUINN. Exactly.

Mr. ROTHMAN. But again, if it has always been part of the ethos
of the American fighting person, then again, they want to complete
their mission, they want to stay alive, and maybe it is too much
to ask of them to do much more than that. This has been—this
went on to some large degree for years. Did they not report in num-
bers? And I think it is important to know whether this instructing
of the ethos has been effective.

Maybe you need to beef up that part of the training. Unless you
say, “Steve, they can’t do it. They have got enough to do their job
and stay alive.” Which I will accept that if you tell me that that
is the truth. But if you say it is important, it is in the mix for them
to be doing, did they do it? And if not, you need to beef up your
curriculum maybe to the troops and their training and the majors
and sergeants and lieutenants and colonels all the way up, in addi-
tion to the separate thing that you are building to manage the con-
tractors.

So if they didn’t need to beef up the curriculum, and if they did
report this, what happened to their complaints? And why were
their observations/complaints buried?

General THOMPSON. Sir, I don’t know what happened to their
complaints. I would say that hearing from the DOD Inspector Gen-
eral who was looking at all of the issues related to the weapons ac-
countability and complaints that were made and how those were
investigated, I mean, that is something that, if the Committee de-
sires, could be followed up on with the DOD Inspector General. I
mean, that is the way I would answer that question.

Mr. QUINN. Congressman, I would just like to add on, a lot of
this wasn’t out in the open. I mean, these folks that were stealing
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money or taking bribes, they didn’t advertise the fact. We are not
seeing a lot of collusion between multiple individuals that all got
in on this sweet deal to rip off the government.

Mr. ROoTHMAN. I am not saying there was collusion. And again—
can’t say it enough—they need to complete the mission and stay
alive. And I am not sure how much more capacity they have to be
observers. But if it is supposed to be part of their responsibility,
they must have seen this stuff going on.

Ms. KAPTUR. Would the gentleman yield?

Mr. ROTHMAN. Sure.

Ms. KAPTUR. I just wanted to state that, remember when Gen-
eral Shinseki said we weren’t sending enough into theater at the
very beginning, we wouldn’t be able to hold down Iraq? I would
probably argue a lot of the theft and fraud that I am talking about
on oil and arms occurred outside the sight of our soldiers and our
commanding officers. And, in fact, if you looked at some of the con-
tracts that have been signed like the AEGIS contract, for example,
the logistical commands that are being handled by private contrac-
tors, our folks aren’t there.

Mr. RoTHMAN. I think the gentlelady may well be correct on that
category. I am wondering—and I think perhaps, Mr. Chairman, if
you and the Ranking Member agree, we need to find out, did the
rank-and-file folks have an opportunity to observe weapons being
transferred, gasoline shipments not making it and seeing somebody
get a—something. Just to find out if it occurred, and if it occurred
and it wasn’t reported, do we need to beef up our curriculum for
the rank and file?

Mr. BisHOP. Would the gentleman yield?

Mr. RoTHMAN. And if it was reported, what happened to it? And
what in our structure allowed their complaints and reports to be
ignored for so many years?

General THOMPSON. One of the things that a contracting officer
representative does—and I will give you two recent examples here
in Kuwait. And that is that person is not a professional, but has
that additional duty. We had two staff sergeants that were trained
as contracting officer representatives. One of them observed that
the fuel delivery records didn’t match the fuel they were seeing de-
livered. They reported that to the contracting officer. It was a sub-
contractor that was cheating the prime contractor. And the subcon-
tractor is now being dealt with as a result of an investigation.

There was another staff sergeant that said, we have too many
copying machines for the mission, reported it to the contracting of-
ficer, and there was $100,000; $100,000 is not a lot of money, but
it is an indication of-

Mr. ROTHMAN. It is to Mr. Tiahrt and 1.

General THOMPSON. In the big scheme of things. It is a big deal
of money to me. And the point I would make to you, sir, is that
the great majority of our people recognize right and wrong. And
they know when they see something wrong that they need to report
it through their chain of command and whatever the appropriate
authority is.

Mr. ROTHMAN. What happened when they reported it in 2003,
2004, 2005, 2006, 2007, what happened to that?

Thank you.
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Mr. BisHOP. Mr. Chairman.
Mr. ROTHMAN. Can I yield to the gentleman from Georgia, Mr.
Chairman?

SECURITY CONTRACTORS

General THOMPSON. Can I answer the question to Representative
Kaptur? And this is a little bit dated information, but we will up-
date this for you. But this is as of July 2007, there were 6,400 pri-
vate security contractors in Iraq. Approximately 5 percent were
U.S. citizens, 54 percent were third-country nationals, and 41 per-
cent were host country nationals. That doesn’t add up to 100 per-
cent. But those are the approximate numbers. So that information
is available, and we will update that.

Ms. KAPTUR. Are you saying 64 as of when? 6,400.

General THOMPSON. July: 6,400 as of July.

Ms. KAPTUR. Did you say contracts or contractors?

General THOMPSON. Private security contractors,

Mr. Dicks. That is an individual, isn’t that correct, sir? One per-
son.

General THOMPSON. Yes, sir. That is an individual. One person.

Ms. KAPTUR. Under DOD? Or is this State?

General THOMPSON. DOD.

Ms. KAPTUR. So we don’t know how many States?

Mr. QUINN. But part of this fragmentory order (FRAGO) that
went out——

Mr. MURTHA. We will ask the Foreign Operations Committee to
give us that information. We may have to go to the other com-
mittee to get that information.

Mr. QUINN. Quarterly they are required to report numbers,
whether they are third-country U.S. national. That was part of that
implementing instructions that just went out in December that
pulls together all these numbers for us.

Mr. RoTHMAN. May I yield to the gentleman from Georgia?
Thank you.

REPORTING FRAUD

Mr. BisHoOP. Thank you very much. Mr. Rothman was asking
about the privates, the sergeants, and their participation in helping
you reveal the fraud. Do you have built in and do you train your
folks with encouragement to report fraud, waste, and abuse? And
I say that because in my casework, I have had an occasion to have
a civilian employee who was working on the base, who was
inventorying. Part of his job was to inventory weapons parts. And
he came in from outside, came into a situation, and he noticed that
there were parts that were going out the door for various weapons,
the rifles, a magazine here, so many dozens of various other parts,
Whi}fh were sufficient if they put them together to put rifles to-
gether.

And he reported it to his civilian chain of command. And he was
told to mind his own business. He continued to—he also discovered
some live grenades that were coming back from recycled equipment
from Iraq, that he also reported they were live and disabled. He got
an award for that.
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But he was subsequently disciplined, and he was determined to
be, during his probationary period, unsuitable for continued deploy-
ment and therefore he was recommended for discharge. He was
livid about that, simply because he was not going along with the
status quo and looking the other way like he was encouraged to do.

Consequently, it ended up in my office as a complaint, and we
had to follow through with case work, ultimately getting this guy
reassigned from the people he was working under, but also having
that situation corrected.

Do you have anything in place that will not allow disincentives
like that, so that the people who are actually in charge will punish
or retaliate against employees who do travel, do the right thing to
stop fraud, waste, and abuse?

General THOMPSON. Everybody who is seeing something not done
properly is encouraged to report that to their chain of command.
And in addition to that, if they don’t get the satisfaction, there are
a number of hotlines. There are fraud hotlines, there are IG hot-
lines. And so if you don’t feel you are getting the proper action
taken, there are those venues available, too. And a lot of the leads
that come to the CID for investigation come from hotlines. And
there is also law and policy out there that will punish the leader-
ship if they take retribution against somebody for trying to report
and do what is right.

So those checks and balances are out there in the legal system
to address that. I am very confident that that is there.

Mr. BisHOP. This guy ultimately got pushed away and he just
left. He resigned because of the pressure that he was put under be-
cause of those situations.

Mr. MURTHA. Mr. Kingston.

PATTERN OF FRAUD

Mr. KiNGSTON. Thank you, Mr. Chairman.

Mr. Quinn, in the $6 billion, is there a breakdown or a pattern
of where the fraud typically takes place?

Mr. QUINN. No, sir. As I mentioned, it just runs the gamut
with—whether it is double-billing for product substitution or brib-
ery. In the past we have not seen an awful lot of bribery. It does
take place out there. But that probably is the biggest area that we
have seen in the investigations that we have opened so far, is brib-
ery of government officials so that contractors can do the product
substitution or things of that nature. Get the bid, double bill,
things of that nature.

Mr. KINGSTON. How much of that bribery is cultural?

Mr. QUINN. Very good point, Congressman. And that is one of the
issues that was brought up over there. When you are dealing with
local nationals in Kuwait, Far East, Middle East—and I don’t know
what the name of the term was—but, you know, you kind of grease
the skids a little bit to get the contract, to get the introductions,
to know the people involved. So some of it should be—may very
well be cultural, but then when you focus on the U.S. citizen, the
soldier, the DA civilian, they know better than that. They honestly
do.
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Mr. KINGSTON. What would be the breakdown between this being
the American citizen’s corruption versus people within an organiza-
tion who are non-Americans?

Mr. QUINN. I couldn’t break that down for you, Congressman, be-
cause we do see third-country nationals involved. We see local na-
tionals involved in the process. As I look over the personnel that
we have got listed as the subjects of our investigations, it just
seems that on both sides, whether it is the U.S. Government side
or the contractor side, there is just an awful lot of Americans fall-
ing on both sides.

Mr. KINGSTON, Is there a head of the snake—is there a begin-
ning? Or is it just a circle? Can you tell if it is, say, American con-
tractors leaping into this thing enthusiastically? Or is it Americans
who are getting swept away by it?

Mr. QUINN. I think on the government side, I think it is the
being swept away with it. On the contractor side over there, in an
effort to grab the money, you know, they were pushing it, they
were pushing the dollars.

Mr. KINGSTON. Is it low pay? Did you have to feel like you made
your money on the side? Or is it just pure greed?

Mr. QUINN. Congressman, I don’t know that we know.

Mr. KINGSTON. I don’t know the justification.

Mr. QUINN. I don’t know that we know. We have had a few plea
agreements. I guess we could go back to try to see what their moti-
vation was. But I just chalk it up to greed. The massive amounts
of money involved, most of the bribes weren’t in the $2,500 range.
Most of them were in the $100,000, $50,000, $250,000, things of
that nature.

Mr. KINGSTON. Are they squirreling the money away in a Swiss
bank account? Where does this money go to?

Mr. QUINN. Congressman Kingston, we are seeing all of the
above. We are seeing them ship money back through the U.S. Post-
al Service, then going in, making deposits of $9,990, thinking that
the banks aren’t going to report them. We are seeing safe deposit
boxes over in third countries, Kuwait, that we are dealing with the
Kuwaiti Ministry of Interior so that we can get search warrants
over there. And we have even seen some of it moving into offshore
accounts.

Mr. KINGSTON. Aren’t most of these contractors former and re-
cently retired military personnel, particularly Army?

Mr. QUINN. I don’t think we can say that.

Mr. KINGSTON. I saw the General—I don’t want to stop you if you
want to say something.

General THOMPSON. He can give you the specifics. But I wouldn’t
draw that conclusion. I don’t think you can draw that conclusion.
The facts don’t bear it out.

Mr. KINGSTON. Not necessarily the corrupt ones. I am just say-
ing, aren’t most of the contractors former military personnel? That
is not the case?

General THOMPSON. That is not the case.

Ms. KaPTUR. Will the gentleman yield? How about CIA?

General THOMPSON. Ma’am, I don’t know. I have no idea.
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FRAUD DETECTION

Mr. KINGSTON. Then my last question is, it has been asked sev-
eral times in several different ways, but I am still perplexed why
we haven’t been catching this along and along and early on, and
really cracking down. It seems to me that we are hearing action
today which should have been going on the whole time anyhow.
There has always been corruption, and particularly in purchasing,
and particularly overseas. And it just seems to me like we are al-
most inventing the wheel that has already been thought of, and I
know it had been.

Mr. QUINN. I think part of the reason we didn’t catch some of
this earlier is because I didn’t have my fraud agents over there in
theater. And we probably should have known that because we see
fraud in natural disasters in the United States. Hurricanes come
through, and it is that rush to provide services to people so that
they get shelter, they get food. And contractors then will try to rip
off the government.

We have made some improvements there by pushing out CID
agents, because we support the Corps of Engineers in natural dis-
asters in the United States. And we have dealt with contracting of-
fices in Germany and in Korea. And it just—this amount of fraud
just caught us by surprise, Congressman. We just did not expect
something like that to happen.

Mr. QUINN. Now, we are going after them, and we are going to
get them, and we are going to get money back to the U.S. Govern-
ment. Since 2000, in our fraud investigations, whether it is in the
States or overseas, we brought back a billion dollars to the govern-
ment on fines, forfeitures, renewal of contracts, things like that.

Mr. KINGSTON. I think that might be the most surprising thing
to me, and maybe other Committee members, that we are bewil-
dered and somewhat shocked that you didn’t anticipate this and
haven’t been cracking down on it the whole time, particularly since
the President’s statement and, you know, the end of major conflict
in Iraq, that would signal a time where

Mr. DIicks. Mission accomplished.

Mr. KINGSTON. Yeah. Mission accomplished. We are rebuilding,
we are shifting into another gear during that period of time. I
agree we should have been ready at Katrina. We have put in $120
billion in the Gulf. Certainly we knew, and there has always been
corruption with an infusion of government cash on anything that
is being rebuilt. But it seems to me that particularly armed serv-
ices, of all groups, should be proactive on the front end.

Mr. QUINN. Sure.

General THOMPSON. I know. And that is one of the reasons why
I think we are actually putting the fraud investigators and the
auditors out there at the beginning and not after the fact. I mean,
that is one of the lessons learned.

PENALTY FOR FRAUD

Mr. KINGSTON. And I will yield back. But I think from a bipar-
tisan standpoint, if you really made some examples of people who
were stealing money potentially—because that is money for bullets
or money for fuel, for a tank, money for some medicine for a
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wounded soldier—we feel that you really should be very severe on
anybody who is

General THOMPSON. And I personally hope that those that are
beyond the investigation stage that have been indicted, when they
are prosecuted and, if found guilty, I hope that the sentence they
get 1s more than appropriate to the crime. Because I want it to
send a message to the entire workforce.

To me, I just don’t understand how anybody can think that they
can cheat the United States government and get away with it. Be-
cause to me, it is just not a question of if you will get caught, it
is just a question of when. So I just don’t understand how people
cafln even think they will get away with it, even for a short period
of time.

Mr. QUINN. And the courts have made examples out of some of
these individuals. We have had 12 sentenced to date. A Lieutenant
Colonel got 21 months confinement, a Major got 10 years confine-
ment, a civilian working for CPA got 9 years confinement. So they
are cracking down on them hard when we catch them.

And DOJ, we have gotten great support out of Department of
Justice (DOJ) on it with U.S. attorneys to prosecute these cases. So
it truly is a joint effort on this between the investigators, the audi-
tors, and then the lawyers to take them to court.

SOLE-SOURCE CONTRACTS

Mr. BisHOP. Thank you very much.

I have got one brief line of questions I would like to explore and
that has to do with the sole-source contracts. I know that there
have to be situations where sole-source contracting is appropriate,
particularly when you have got an emergency and you have got un-
expected needs that have to be met on a short-term basis. But the
GAO reported in April of 2006 that DOD had awarded contracts of
security guard services supporting 57 domestic bases. And of that
57, 46 of them were authorized on a sole-source basis. And it also
reported that those 46 sole-source contracts that were awarded by
DOD recognized that they were paying 25 percent more than pre-
viously paid for contracts that were awarded competitively.

Why would DOD contracting officials approve sole-source con-
tracts that cost the taxpayer considerably more than those same
services if they were competitively bid? And I am talking about not
the theater deployment sole-source contracts, but I am talking
about for domestic bases like Fort Benning or the Marine base in
Albany, or various other of our bases here in the States.

General THOMPSON. Sir, there are in statute seven provisions
that allow other than full and open competition. The first recourse
always is to do full and open competition. But there are the seven
provisions, and I will quickly read them to you from my notes here.

The first one is there is only one responsible source, and no other
supplies or services will satisfy the requirement. Unusual urgency.
Industrial mobilization or a research development engineering ca-
pability that only that individual organization or company has. An
international agreement. It is authorized by statute. National secu-
rity or the public interest.

You cannot commence a negotiation for sole-source contract until
you determine that that action is justified. You have to justify the
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accuracy of that justification statement, making sure that you have
got all the information. And you have to get the required approvals.
And depending upon the dollar amounts of the contract action,
those approvals, depending upon the dollar amounts, go up. And
the dollar amounts specifically for anything not exceeding
$550,000, the contracting officer can do that certification them-
selves. Between $550,000 and $11.5 million, they have to go to the
competition advocate for that procuring agency. Above $11.5 mil-
lion and less than $57 million, you have to go to the head of the
procuring activity for that organization. And then above that level
it goes all the way up to the agency. In this case, the agency would
be the Department of the Army. So there are—you have to justify
it. You have to document it. And then depending upon the dollar
value, you have got to go get approval from higher for those sole-
source justifications.

Mr. BisHOP. I understand very well that all of this has to be doc-
umented, and it has got to be approved, but apparently these
things are being approved. And I am trying to understand why it
is necessary for them to happen, particularly at a cost of 25 percent
more. From what I observe with the security guard contracts, the
majority of the activity that they perform, the majority of the con-
tractors and employees are basically at the gate checking IDs for
people who enter the base. And, you know, for those services,
which, you know, are minimal, why would we be paying 25 percent
more for that? And why could not that be competitively bid?

It seems like there is a culture where if the local contractor has
that kind of authority, that they have a good-old-boy system where
they have preferred contractors. and so they just justify it in the
papergvork. And there does not appear to be much oversight in that
regard.

General THOMPSON. In that particular case, those awards were
made to Alaska Native corporations to replace military members
that were deploying, and so it was done on an urgent basis. And
then those competitions, those contracts were recompeted with full
and open competition later. And there is where you saw the 25 per-
cent savings that were quoted in the GAO report.

Mr. BisHOP, Not savings; it was 25 percent excess, not savings.

General THOMPSON. Well, when the contracts were renegotiated,
they were negotiated at a price that was 25 percent less than they
were paying when they were non-sole-source. I am not excusing the
fact that it is 25 percent more.

Mr. MURTHA, Mr. Young.

CASH PAYMENTS

Mr. YOUNG. Thank you, Mr. Chairman.

Something has been bothering me all the way through this hear-
ing, because at the beginning of the hearing, and I had asked sev-
eral questions, and one of the responses that Mr. Quinn made was
that part of the problem is there is so much cash in this system.
Where does the cash come from? Do we pay a contractor in cash?

Mr. QUINN. Congressman Young, in Kuwait it is not so much the
problem on the cash side, but it was up in Iraq, where there were
no banks, or the banks were nonfunctional. A lot of the personnel
up there, either the contractors or the third-country nationals that
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were working for us, were being paid in cash. There is a lot of dol-
lars floating around over there. And that is what I was talking
about. You get down into Kuwait and the contract actions in Ku-
wait, then they are going through banking process. I am sorry I
misled you on that.

Mr. YOUNG. Is this cash American currency, or is it Kuwaiti, or
is it Iraqi?

Mr, QUINN. Much of the bribes that we saw up in—well, to in-
clude Kuwait, but up in Iraq, it is $100 U.S. bills.

Mr. YOUNG. When the Army awards a contract, in the case of the
Kuwaiti, Iraqi, the whole region, do you pay them up front, or do
you pay them based on bills for services rendered?

1 Ge(ileral THOMPSON. Generally it is paid bills for services ren-
ered.

Mr. YOUNG. So you do not advance a lot of cash?

General THOMPSON. I mean, there are cases on specific contracts
where money is advanced. On weapons systems contracts, mostly
you advance money to buy, you know, long-lead materiel so you can
begin to build something. But for service contracts, for the most
part it is paid for services rendered, Congressman.

Mr. YouNG. Okay. If we pay contractors in cash, who is respon-
sible for that? Who actually handles the money? Who is responsible
to make sure that it is not siphoned off into a bribe or siphoned
off into a pouch going back home to go in somebody’s personal bank
account?

General THOMPSON. There are disbursing officers that work
under the comptroller that are responsible for the actual payment.
The Defense Finance and Accounting Service has the responsibility
for making payment to contractors. Once the contracting officer
representative certifies that they delivered the product or service
and authorizes that payment, then it is done by a separate organi-
zation, the Defense Finance and Accounting Service. Where there
are cash payments, it is done by an individual that does the finan-
cial transaction that is separate from the contracting officer for the
most part.

Mr. YOUNG. Are there any of the disbursing officers in the list
of investigations ongoing or the indictments?

Mr. QUINN. I do not know of any, Congressman Young. I can go
back and take a look at to see if any of them were disbursing offi-
cers. We do have one case where some DFAS employees figured out
how to rig the codes and were paying themselves, and I think they
have been court-martialed. But the actual interaction between con-
tractors and disbursing officers I will have to check for you, sir.

Mr. YouNG. Well, when there is cash around, there is always a
concern about where it goes.

Mr. QUINN. Yes, sir. It is a full-time business for us.

TRACKING DELIVERY OF SUPPLIES

Mr. YOUNG. I keep thinking about food deliveries that were not
made and did not get to the right place, and weapons and ammuni-
tion. And Mr. Murtha and I had a briefing quite some time ago on
a very closed—just the two of us were involved—about something
very similar to what we are talking about here. And this strikes
me FedEx, UPS and companies like them deal with millions and
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millions of articles and items and packages, and they very, very
seldom ever lose one. And you can almost trace it minute by
minute.

Should the military be talking to somebody at FedEx and asking
them how they do it and how they keep track of everything without
losing or having something misplaced? Very simple question, a rhe-
torical question. I do not even necessarily expect an answer, but it
is something that goes through my mind. If FedEx can do it, why
cannot the United States military?

Thank you, Mr. Chairman.

Mr. MURTHA. Ms. Kaptur.

AEGIS CONTRACT

Ms. KAPTUR. Thank you. Mr. Chairman, I just wonder if the gen-
eral was aware of a company called Aegis, which apparently is on
contract to the DOD to provide logistical coordination for all secu-
rity contractors inside of Iraq. Was that part of the 6,400 number
you gave me, gave us?

General THOMPSON. Ma’am, I do not know. I am aware of a com-
pany called Aegis. I am not aware of the specifics of what contracts
they have won.

Mr. QUINN. Aegis does have some, or did have some, private se-
curity contractors working for them, because one of the investiga-
tions we did was on one of their subs. So they do have some. Now,
whether they still have the contract business or they extended the
contract, ma’am, I do not know.

Ms. KAPTUR. As I understand it, this was a very important con-
tract. And it was—I do not know the amount of it, but it was large
compared to others. I am curious as to whether it was sole-source
or not. And I am surprised the number you gave, 6,400. I would
like to know what portion of those are Aegis contractors. The num-
bers you gave, over half are third-party nationals in 41 host coun-
try. That would mean Iraqis, I guess.

General THOMPSON. Right. Or—yes, ma’am.

Ms. KaPTUR. But what would be the nature of that Aegis con-
tract? And who signed it at DOD? Could you find that out for me,
General?

General THOMPSON. As we look at the updated information from
the information I gave you that was as of July, we can look at what
Aegis has got as far as DOD contracts today.

[The information follows:]

The Department of Defense has not awarded any sole source Private Security
Contracts. All contracts have been awarded using full and open competition.

Ms. KAPTUR. And, Mr. Quinn, what was the nature of the inves-
tigation that went on relative to Aegis?

Mr. QUINN. It was a shooting incident, ma’am, as part of a secu-
rity of a convoy. We investigated to determine if it was within the
rules of force or was not in the rules of force. I know it did not go
to prosecution. And I do not know that we were able to establish
that they violated the rules of force.

Mr. MURTHA. Mr. Dicks.
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DELIVERY OF INFERIOR SUPPLIES

Mr. Dicks. You mentioned in our discussion today making cer-
tain that the contractors supplied the equipment that was actually
requested, that there was sometimes contractors provided things
that were not asked for——

Mr. QUINN. Yes, sir.

Mr. DicKs [continuing]. In an attempt to satisfy the contract.
How big a problem is that?

Mr. QUINN. We did not see that in a number of instances. We
did see it—there was a contract for cell phones to be provided.
They provided inferior cell phones. There was a logistics contract
to move equipment, and they were required to give us a truck that
was capable of carrying X amount of pounds, and they gave us
lower quality. I do not know of any instance where they provided
us something that put soldiers’ lives at risk. It was more on the
logistical side of the house.

CONTRACTING OFFICER REPRESENTATIVE

Mr. Dicks. Is that still a problem, or has that improved?

Mr. QUINN. It has improved, sir.

General THOMPSON. I think that is much less of a problem, espe-
cially when I go back to the comment I made about training 4,700
contracting officer representatives to make sure that we are getting
what we asked for. So I think that is probably significantly——

Mr. Dicks. Do they do inspections?

General THOMPSON. Yes.

Mr. Dicks. They go out to see whatever it is arrives, check to see
that this is what we have ordered?

General THOMPSON. Yes, sir.

Mr. Dicks. Do they do that in Kuwait?

General THOMPSON. They do that everywhere.

Mr. QUINN. That was the COR responsibility to some degree, and
that is a unit-level responsibility. And General Thompson men-
tioned the intensive effort over the last 6 months or so to get those
CORs trained on what to look for out there, what kind of indicators
of fraud so they can spot this. And they have spotted it and re-
ported it to us.

Mr. Dicks. Thank you, Mr. Chairman.

Mr. MURTHA. Mr. Kingston.

NUMBER OF PROSECUTIONS

Mr. KINGSTON. Mr. Quinn, you gave me the number of people
who had been prosecuted earlier. Could you repeat that? I think
you said 21 or 12 were in

Mr. QUINN. No, sir, I think it was 19 that have been indicted or
charged, government employees, and then I think it was 13 that
have gone to court, both government employees and nongovern-
ment employees.

Mr. KINGSTON. That seems a little low for $6 billion.

Mr. QUINN. Well, the $6 billion is the amount of the contract that
was touched, not the amount of fraud that took place. And in the
prosecution, the investigative side, moving into the prosecution
side, we are still greatly in the investigation side. And there will
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be a number of prosecutions over the next year or 2 years; as we
move this mountain, as somebody mentioned, the pig through the
snake, we will be processing all these through to completion.

Mr. KINGSTON. How would you characterize the corruption? Is it
f{videspread, or is it a persistent problem that is there, but, you

now——

Mr. QUINN. Congressman, I would say persistent. You are always
going to have some fraud and corruption out there. We saw a cou-
ple pockets of it, the Kuwait contracting office that was required
to do so much with so few without the oversight. But persistent.
As American dollars and contractors are involved, you are just
going to have somebody take the bite at the apple.

Mr. MURTHA, Mr. Hobson.

COMMANDERS EMERGENCY RESPONSE FUND

Mr. HOBSON. I do not know whether this still goes on or not, but
when we first went over there, a lot of the generals and colonels
liked this commanders’ funds they had. These were moneys that
they had——

Mr. MURTHA. Was that cash, or how do they handle it?

Mr. FRELINGHUYSEN. It is cash.

Mr. MURTHA. Cash?

General THOMPSON. Cash. Yes, sir. Commanders’ Emergency Re-
sponse Fund.

Mr. HoBsON. Well, and some of it was more—they found money,
too, and they confiscated money, and they kept it. And they felt
that they were very expeditious and cost-effective in passing that
money out. However, the Army did not like it because they had all
these other procedures, and some of the procedures were not fol-
lowed.

What I was trying to get at was how much of that is in any of
this stuff that we are prosecuting or looking at? Was that a more
efficient way of doing it and a better way of getting the services
than going through all the bureaucracy? Just what worked and did
not work? Because they liked it, but I know the Army pushed back
on it. So I do not know what happened finally. And are any indict-
ments going to be on those guys?

Mr. QUINN. To my knowledge, no, sir. I do not know of any of
our investigations that came out of the CERF funds, the emergency
funds that were available to commanders. Most of what we are see-
ing is all on the contracting side of the house.

Mr. HoBSON. Okay. Thank you.

Mr. MURTHA. Mr. Frelinghuysen.

Mr. FRELINGHUYSEN. The money for the different commanders
was if they wanted to build a water purification thing, the locals
are not going to take a check. They wanted cash if somebody is
going to put their shoulder behind the plow to do something about
it. I think that they were pretty convincing that that money was
pretty well spent and accounted for. The money that went in bun-
dles to the ministries to sort of pay people who did not get a check
to sort of keep those various ministries over, I think that is prob-
ably where most of that money disappeared. In other words, if it
is the Oil Ministry, it is not to say somebody might not have taken
it, but I assume a lot of it was to keep the operations open.
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What exists now I do not know, but I assume when we first got
there, things would have catapulted even worse if there had not
been some money going out of the door. And I presume most of
those were $100 bills. Do I presume right? I assume cash was king,
probably still is.

General THOMPSON. Yes, sir.

Mr. MURTHA. You audited CERF funds, though. You are making
sure—you know, when any type of cash is around, we do not want
to get behind the eight ball there, because they are asking for more
and more money in that particular area.

Mr. QUINN. Yes, sir. That is an item of interest on Army audit
side of the house. And the Army has also made a big push lately
on getting the lay people trained on what the law is on how to use
the CERF funds and proper appropriation of funds.

HIRING CONTRACTING PROFESSIONALS

Mr. MURTHA. Here is some advice. You are going to hire a lot
more civilians than you are military. You say you are hiring those
civilians because of the surge capability: You can get rid of them
any time you want to. Here is the problem. They cost a hell of a
lot more for civilians than it does for military personnel.

Let us balance this out. When you come to us for a request, make
sure you have a request that makes sense. Do not just add a lot
of contractors because you can get them sooner. Because we have
not done that now when we should have. In other words, the idea
of this hiring contractors was we can surge when we need to, right?

General THOMPSON. Yes, sir.

Mr. MURTHA. And yet we did not surge. So we are paying a lot
more money, and we did not have—for some reason we did not
surge. Now, what I am saying to you is you are going to hire two
to one, it sounds like to me, for contractors, meaning civilian con-
tractors versus military, which would be permanent. It costs a lot
more. We need to know the difference in cost and the reason for
that, and if you are going to get rid of them next year or the year
after that as this thing winds down. Okay?

General THOMPSON. Yes, sir.

Mr. MURTHA. Okay. Thank you very much. The hearing is ad-
journed until this afternoon at 3:30.

[CLERK’S NOTE.—Questions submitted by Ms. Kaptur and the an-
swers thereto follow.]

AEGIS CONTRACTS

Question: I want listing and detailed info on ALL contracts let by DoD to AEGIS
for ANY purpose during the Bush Administration.

Answer: According to the DoD Federal Procurement Data System and queries
with the existing Joint Contingency Contracting System (JCCS) database in Iragq,
the following contracts have been let to AEGIS during the Bush Administration:

Contract Number: W91GY007D0008

Awarded: 21 Feb 2007

Agency that advertised/signed contract: JCC-I/A

CO that signed contract: Lt Col Bradley Riddle

AEGIS CO that signed contract: William Curan, Deputy Program Manager

Contract Value: $12M

Period of Performance (Duration): 29 Feb 2008, Option 1 goes through 30 Aug
2008

Total number of Employees: 47
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US: 6 TCN: 41 LN: 0

Services Performed/Deliverables: Provides transportation and security to Iraqi
military forces throughout Iraq, to include government vehicles and equipment from
sites within the borders of Iraq, Kuwait, and Jordan.

Sole Source: No

Type of Contract: Fixed Price, Indefinite Delivery, Indefinite Quantity

Contract Number: W91GY007C0004

Awarded: 14 Feb 2007

Agency that advertised/signed contract: JCC-I/A

CO that signed contract: Capt Jeffrey Hooley, USAF

AEGIS CO that signed contract: J.P.A. Day, Director

Contract Value: $9.6M (w/option periods)

Period of Performance (Duration): 28 Jan 2008, 2 six-month options remaining

Total number of Employees: 25

US: 0 TCN: 25 LN: 0

Services Performed/Deliverables: Provides personal security for up to 5 principals
from MNSTC-I.

Sole Source: No

Type of Contract: Firm Fixed Price

Contract Number: W91GDW07D4021

Awarded: 31 Jan 2008, Task Order 0001

Agency that advertised/signed contract: JCC-I/A

CO that signed contract: June Olmsted

AEGIS CO that signed contract: Robert Lewis

Contract Value: $475,000,000.00

Period of Performance (Duration): 10 Sep 2010

Total number of Employees: 1,372

Services Performed/Deliverables: Provides security services, such as Reconstruc-
tion Operation Centers, personal security details, and static guards for the U.S.
Army Corps of Engineers, Gulf Regional Division.

Sole Source: No

Type of Contract: FFP with Cost Reimbursable CLINs

Contract Number: W91GDW07D4025

Awarded: 27 Sept 2007

Agency that advertised/signed contract: JCC-I/A

CO that signed contract: Maj Damon Coon, USAF

AEGIS CO that signed contract: J.P.A. Baker, Director

Contract Value: $45,000,000.00

Period of Performance (Duration): 27 Sep 2010

Total number of Employees: 0 (currently no taskings have been issued on this con-
tract)

Services Performed/Deliverables: Provides theater-wide internal security services,
such as entry control points, perimeter manning, tower security, and security of se-
lect facilities.

Sole Source: No

Type of Contract: Firm Fixed Price, Indefinite Delivery, Indefinite Quantity

Contract Number: W911S04C0003

Awarded: 25 May 2004

Agency that advertised/signed contract: Army Contracting Agency, Northern Re-
gion Contracting Center

CO that signed contract: Robert Winne

AEGIS CO that signed contract: Unknown

Contract Value: $447M

Period of Performance (Duration): Base plus 2 one-year options (01 Jun 2004-31
May 2007) contract extended one year to 31 May 2008 due to protest on the follow-
on contract.

Total number of Employees: 1,035

US: 32 TCN: 675 LN: 328

Services Performed/Deliverables: Provides security to reconstruction contractors
and physical security protection to fixed facilities and personnel.

Sole Source: No

Type of Contract: Cost Plus Fixed-Fee

Question: Is contractor or any subcontract, let with a non-U.S. Firm?

Answer: AEGIS is a British Firm. Subcontracts are allowed on all AEGIS con-
tracts, but AEGIS has privity of contract with its subcontractors and the US Gov-
ernment has privity of contract only with the Prime Contractor, AEGIS. Con-
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sequently, pricing data on competed contracts is not broken out by a percentage of
the contract that has been subcontracted.

Question: What due diligence was done prior to signing to assure reputability of
contractor/subcontractor, and any of their employees?

Answer: The contracting officers determined on each contract that AEGIS was re-
sponsible IAW Federal Acquisition Regulation (FAR) Part 9, by ensuring that
AEGIS was neither a debarred nor suspended contractor, verifying financial capa-
bility and evaluating applicable past performance in the source selection process.

AEGIS CONTRACTS

Question: Who screened employees of contractor/subcontractor?

Answer: AEGIS is required to submit the following documentation to the Con-
tracting Officer Representative (COR):

—Completed DD Form 2760 (or equivalent documentation) for each armed em-
ployee, indicating that the employee is not otherwise prohibited under U.S. law from
possessing a weapon or ammunition.

—One copy of a business license from the Iraq Ministry of Trade and one copy
of an operating license from the Ministry of Interior.

—An acceptable plan for accomplishing background checks on all contractor and
subcontractor employees who will be armed under the contract. The contractor shall,
at a minimum, perform the following (which will be specifically addressed in its plan
and which will be documented and furnished to the COR upon completion):

* Use one or more of the following sources when conducting background
checks: Interpol, FBI, Country of Origin Criminal Records, Country of Origin
Ubls Embassy Information Request, CIA records, and/or any other records avail-
able;

e Verify with MNC-I Provost Marshall that no employee has been barred by
any commander within Iraq. Additionally, Local Nationals are required to have
background checks and must be vetted through a local hire vetting program.
The contractor will utilize the standards within the MNF-I Access Control Pol-
icy to properly vet all Local Nationals as well as conduct a prescreening inter-
view, in coordination with the Human Intelligence Support Teams, of potential
ﬁmp(lioyees to determine if any condition is present to preclude them from being

ired.

The contractor is screening and performing its own background checks on its em-
ployees and flowing down the same requirements to its subcontractors. The COR is
verifying that the background checks were performed and validates the submitted
paperwork, but does not actually perform the background checks.

Question: What security checks were done?

Answer: AEGIS is required to submit the following documentation to the Con-
tracting Officer Representative (COR):

—Completed DD Form 2760 (or equivalent documentation) for each armed em-
ployee, indicating that the employee is not otherwise prohibited under U.S. law from
possessing a weapon or ammunition.

—One copy of a business license from the Iraq Ministry of Trade and one copy
of an operating license from the Ministry of Interior.

—An acceptable plan for accomplishing background checks on all contractor and
subcontractor employees who will be armed under the contract. The contractor shall,
at a minimum, perform the following (which will be specifically addressed in its plan
and which will be documented and furnished to the COR upon completion):

* Use one or more of the following sources when conducting background
checks: Interpol, FBI, Country of Origin Criminal Records, Country of Origin
U.S. Embassy Information Request, CIA records, and/or any other records avail-
able;

e Verify with MNC-I Provost Marshall that no employee has been barred by
any commander within Iraq.

Additionally, Local Nationals are required background checks and must be vetted
through a local hire vetting program. The contractor will utilize the standards with-
in the MNF-I Access Control Policy to properly vet all Local Nationals as well as
conduct a prescreening interview, in coordination with the Human Intelligence Sup-
port Teams, of potential employees to determine if any condition is present to pre-
clude them from being hired. The contractor is screening and performing its own
background checks on its employees and flowing down the same requirements to its
subcontractors. The COR is verifying that the background checks were performed
and validates the submitted paperwork, but does not actually perform the back-
ground checks.

Question: Do any of them have criminal records?
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Answer: All contractor employees may not have been convicted of a felony or mis-
demeanor involving moral circumstances during the 5 year period preceding the
date of the contract proposal. Additionally, employees may not have been declared
incompetent by reason of mental defect by any court of competent jurisdiction.

Question: Who performed them at DoD and for contractor/subcontractor?

Answer: AEGIS is required to submit the following documentation to the Con-
tracting Officer Representative (COR):

—Completed DD Form 2760 (or equivalent documentation) for each armed em-
ployee, indicating that the employee is not otherwise prohibited under U.S. law from
possessing a weapon or ammunition.

—One copy of a business license from the Iraq Ministry of Trade and one copy
of an operating license from the Ministry of Interior.

—An acceptable plan for accomplishing background checks on all contractor and
subcontractor employees who will be armed under the contract. The contractor shall,
at a minimum, perform the following (which will be specifically addressed in its plan
and which will be documented and furnished to the COR upon completion):

* Use one or more of the following sources when conducting background
checks: Interpol, FBI, Country of Origin Criminal Records, Country of Origin
US1 Embassy Information Request, CIA records, and/or any other records avail-
able;

» Verify with MNC-I Provost Marshall that no employee has been barred by
any commander within Iraq.

Additionally, Local Nationals are required background checks and must be vetted
through a local hire vetting program. The contractor will utilize the standards with-
in the MNF-I Access Control Policy to properly vet all Local Nationals as well as
conduct a prescreening interview, in coordination with the Human Intelligence Sup-
port Teams, of potential employees to determine if any condition is present to pre-
clude them from being hired. The contractor is screening and performing its own
background checks on its employees and flowing down the same requirements to its
subcontractors. The COR is verifying that the background checks were performed
and validates the submitted paperwork, but does not actually perform the back-
ground checks.

Question: Where are all those employee records available from contractor and sub-
contractor?

Answer: AEGIS and its subcontractors are required to maintain administrative
files, which must, at a minimum include personnel records, investigative records,
and training records on all employees, for at least 6 months following the expiration
of the contract. The contractor and its subcontractors shall make these records
available to the Contracting Officer within 72 hours of a request.

Question: Who performed and cleared their background checks?

Answer: The agency performing background checks on its employees will depend
on the country that the employee is from; however, the requiring activity/Con-
tracting Officer Representative is responsible for verifying that a background check
was completed.

Question: Type of bidding process conducted for contract/subcontract?

Answer: All contracts were awarded using Full and Open Competition with a Best
Value Source Selection using technical, price, and past performance evaluation fac-
tors.

Question: What oversight has there been for performance of the contracts?

Answer: Each contract has, at a minimum, one appointed COR that evaluates the
performance of each contract.

Question: Which nations do non US citizens come from? What is their citizenship?

Answer: The nationalities for AEGIS Defense Services active arming authoriza-
tions are as follows:

Australia, Bosnia, Canada, Columbia, Denmark, Estonia, France, Germany, Iraq,
Ireland, Nepal, Poland, Romania, South Africa, Sweden, United Kingdom.

Question: Give me the compensation of each employee under contract and the
death benefits for each.

Answer: This type of specific company proprietary data, if at all releasable, would
only be submitted when certified cost and pricing data was required for the acquisi-
tion. Certified cost and pricing data generally is required on non-competitive actions
over $650K, but there is an exception when prices are based on adequate price com-
petition, which is what occurred with the AEGIS contracts. Those contracts were
competed on a full and open competition basis, and as such, cost or pricing data was
not required.

Question: What percent of the contract and subcontract is for administrative ex-
penses vs. Employee compensation?
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Answer: This type of specific company proprietary data, if at all releasable, would
only be submitted when certified cost and pricing data was required for the acquisi-
tion. Certified cost and pricing data generally is required on non-competitive actions
over $650K, but there is an exception when prices are based on adequate price com-
petition, which is what occurred with the AEGIS contracts. Those contracts were
competed on a full and open competition basis, and as such, cost or pricing data was
not required.

[CLERK’S NOTE.—End of questions submitted by Ms. Kaptur.
Questions submitted by Mr. Murtha and the answers thereto fol-
low.]

CONTRACT OVERSIGHT IN KUWAIT

Question: The Committee has seen press reports of fraud and corruption at the
Army’s Kuwait contracting center and that as a result nearly $4 billion in Iraq war
contracts has been shifted to the contracting office of the Army Sustainment Com-
mand at Rock Island Arsenal, Illinois. Does this remote contracting procedure com-
ply with current contingency contracting doctrine?

Answer: Yes. All Army contracting organizations share the same common vision
of providing the best possible contracting support to their Warfighting customers.
Exactly how each organization accomplishes that mission varies based on mission
and resources. The Defense Logistics Agency (DLA) does not forward deploy any
contracting resources and instead relies on dedicated CONUS contracting personnel
to provide reach-back support. Some organizations send contracting support teams
forward on a periodic basis (e.g., quarterly) to provide short-term support in theater
and to better understand how things operate in the area of operation, (AOR), which
should improve their ability to provide reach-back support when they return to their
home station. The Army Material Command (AMC), Army Special Operations Com-
mand, and the Army Corps of Engineers primarily forward deploy their contracting
resources. They have determined that is the best and most efficient way to provide
contracting support to the Warfighter in an expeditionary environment.

ARMY NEAR-TERM ACTIONS TO IMPROVE CONTRACTING

Question: The Secretary of the Army established the Gansler Commission in Sep-
tember 2007, to perform a strategic review of Army acquisition and contracting.
Concurrently the Army Contracting Task Force was formed to review current con-
tracting operations and recommendnmediate action where appropriate. What rec-
ommendations of the Army Task Force or the Gansler Commission has the Army
implemented?

Answer: Reforms and completed actions are as follows:

¢ Established reach back capability at the Army Material Command to manage
over $4B in active contracts.

¢ Doubled the number of trained Contracting Officer’s Representatives (CORs) in
Kuwait.

« Establishing Army Contracting Command (ACC); a two-star level contracting
command including two subordinate one-star level commands: Expeditionary con-
tracting command and installation contracting command under the Army Material
Command (AMC) to enhance Warfighter support, leverage resources, capitalize on
the synergy of contracting personnel, and establish uniform policies.

¢ Establishing the Army Contracting Campaign Plan (ACCP) under the A/USA.

e Incorporating lessons learned into doctrine, training guides and user activity
handbooks to include: Joint Publication (JP) 4-10, Army Field Manual 4-10, Com-
mander’s Guide to Contracting, and Contracting Handbook for Requiring Activities
(under development).

¢ The Army worked with the Army Audit Agency (AAA), Criminal Investigation
Division (CID), and the Assistant Secretary of the Army for Financial Management
and Comptroller in reviewing financial data to determine if appropriate disburse-
ment and accounting of payments have been made. All actions found with potential
fraud indicators have been turned over to CID for further investigation.

¢ The Army is working with the Office of the Secretary of Defense (OSD) to de-
velop several legislative proposals candidates where we will need legislative assist-
ance from Congress to resolve certain issues.

* Distribution of the new Joint Contingency Contracting Handbook as well as
field manuals for Contracting Support Brigade (CSB)s and a Commanders’ Guide
to Contracting and Contractor Management.
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¢ Developed the Contracting Government Training Aid card on 15 November
2007. This TRADOC/CASCOM generated training tool provides unit level con-
tracting/contractor situational awareness.

¢ Published and distributed 5,000 copies of the Joint Contingency Contracting
Handbook to the Air Force, Army, Navy, Marine Corps, National Guard, Silver Flag
and service courses and schools. This joint document was finalized on 1 December
2008, is a single pocket-sized handbook that captures the joint contingency con-
tracting environment and provides contingency contracting officers with the nec-
essary tools for joint-service operations.

Question: What recommendations have not been fully implemented and why?

Answer:

a. As recommended in the Gansler Commission report the Army should establish
a separate Army Contracting Officer promotion board. The Army has determined
that it is neither necessary nor required to establish a separate board just for con-
tracting officers since each board can be tailored as required to meet the needs of
the Army by establishing “floors” in order to ensure a sufficient, minimum quantity
of highly qualified officers are selected to fulfill the Army’s needs.

b. The Army has elected not to establish a separate, centrally managed; con-
tracting Corps because the needs of the Army and the Acquisition Corps are best
met though the existing Army Acquisition Corps. A separately managed Contracting
Corps would require additional, redundant, administrative oversight that would not
be necessary or cost effective.

c. Increase Army Contracting personnel by 400 military and 1000 civilians is only
partially agreed to. Further analysis is needed but it appears that a structure of
301 military expeditionary plus 167 institutional military coupled to 804 civilian
personnel is required to fulfill the recommendations made by the Gansler Commis-
sion.

U.S. ARMY CONTRACTING COMMAND

Question: The Army has approved a two-star level Army Contracting Command
under Army Material Command. The new organization has two subordinate one-star
commands: One focused on expeditionary contracting; and the other focused on in-
stallation contracting. Who are the general officers selected for the new commands
and what are their contracting credentials?

Answer: The selections for these positions have not been made, but their creden-
tials will be commensurate with the roles and responsibilities of these positions. On
January 30, 2008, the Secretary of the Army directed the realignment of the Army
Contracting Agency under the AMC and the establishment of the Army Contracting
Command (ACC); a two-star level contracting command including two subordinate
one-star level commands: Expeditionary contracting command and installation con-
tracting command to enhance Warfighter support, leverage resources, capitalize on
the synergy of contracting personnel, and establish uniform policies. On February
8, 2008, the AMC established the ACC as a provision unit with the mission of pro-
viding responsive and effective contracting services to meet the Army’s require-
ments.

Question: Please describe the structure and the number of people: Military, civil-
ian, and contractor that will be in each command? Where will the new general offi-
cer commands be located? Will the general officers be “dual-hated” with responsibil-
ities other than their contracting commands?

Answer: The details are being discussed and a decision is forthcoming.

ADDRESSING ARMY CONTRACTING PROBLEMS

Question: The Army Contracting Task Force examined current Army contracting
operations and identified a number of serious problems. The Army has been working
for several months to address these problems. High personnel turn over has been
identified as a problem at forward deployed contracting organizations. Has the turn
over problem been solved?

Answer: It will remain difficult to attract and retain qualified personnel in any
austere OCONUS environment. Such a situation exists in the CENTCOM AOR.
There will be a continued need to provide rotational forces to supplement the Ku-
wait staff and to provide reach-back to CONUS based operations. Bottom line is
only time will tell if additional benefits to attract and retain skilled contracting per-
sonnel are approved and indeed to help with retention before issues associated with
manning shortfalls and an inexperienced contracting workforce are in fact allevi-
ated.
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Question: Are you confident that the necessary numbers of properly trained and
certified contracting officers’ representatives have been appointed and are in place
performing their duties?

Answer: Contracting officers have been directed to appoint a trained Contracting
Officer’s Representative (COR) for every service contract awarded with an estimated
value greater than $2,500. To ensure that systematic quality assurance methods are
used during contract administration, quality assurance surveillance plans must also
be prepared and implemented. Additionally, a standard, minimum training require-
ment has been established for Army CORs. CORs must complete the Defense Acqui-
sition University (DAU) on-line continuous learning module, “COR with a Mission
Focus,” prior to appointment. As of November 1, 2007, over 4,500 Army personnel
have completed this course. Also, acquisition leadership reiterated the requirement
for contractor performance to be adequately documented and performance reports
prepared, entered and maintained in our performance assessment systems. We will
not allow poor performers to be rewarded with more work. A reminder was also for-
warded to the entire Army Acquisition workforce addressing their responsibilities as
public servants and stewards of the taxpayer’s investment and exhorting them to
ensure that their actions remain above reproach, both in reality and appearance.

JOINT CONTRACTING COMMAND IRAQ/AFGHANISTAN

Question: The Gansler Commission reports that the Army is the DoD executive
agent for contracting in Iraq and Afghanistan, but is unable to fill military or civil-
ian contracting billets in either quantity or qualification. Although providing con-
tracting support to the Army or Marine Corps is not an Air Force mission, an Air
Force major general currently is in command of the Joint Contracting Command—
Iraqg/Afghanistan. The Air Force also provides over 67 percent of the Joint Con-
tracting Command contracting personnel supporting ground forces, and the Air
Force is handling most of the complex contracting actions. How have you changed
the career path for Army contracting officers so that they spend enough time in con-
trac‘g)ing billets to be truly qualified as a contracting officer; to be a contracting ex-
pert?

Answer: Changes to the Army Contracting Officer career path are being imple-
mented. Army contracting officers will be accessed at the 5-6 year mark after their
basic branch qualification. The goal is to have all officers complete the Army Acqui-
sition Basic Course (8 weeks) and the Army Acquisition Intermediate Contracting
Course (4 weeks) prior to their first contracting assignment. In addition, during
their first year of assignment at a Directorate of Contracting an Acquisition Center,
contracting officers will be ineligible for deployment. This action will help them ac-
quire valuable acquisition experience before being placed in a deployed situation.

INCREMENTAL FUNDING OF CONTRACTS

Question: The Gansler Commission Reported that contracts in Iraq and Afghani-
stan have been incrementally funded causing unnecessary work load and inefficient
operations plus often limiting the contracting officer in efforts to achieve a better
deal. Why are some contracts funded only monthly or at even shorter intervals?

Answer: The incremental funding of contracts is generally a factor of the avail-
ability of funding. Incremental funding is most frequently used at the beginning of
a new fiscal year when appropriations have not been enacted and DoD is operating
under a Continuing Resolution (CR) or in advance of supplemental funding for con-
tingency operations. A contract can be funded only for the duration of the CR and
a contract modification must be issued adding incremental funding for the period
of each subsequent CR.

Question: Who makes the decision to incrementally fund contracts?

Answer: The decision to incrementally fund contracts is based on the provisions
of Continuing Resolution and/or the availability of funding. A CR generally estab-
lishes that no new projects or services can begin, and that continuing efforts can
be funded only for the duration of the CR. The Contracting Officer cannot fund con-
tracts without the appropriate funding available.

Question: How can the Army solve the incremental funding problem?

Answer: The Army cannot solve the incremental funding problem, since the re-
quirement to have funds available is a fundamental tenet of government fiscal law.
Incremental funding will continue to be a problem every fiscal year for which appro-
priations are not enacted and funds distributed prior to the start of the year.

CONTRACTING OFFICERS’ REPRESENTATIVES

Question: Army contracting officers have been directed to appoint a trained con-
tracting officer’s representative (COR) for every service contract awarded with an
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estimated value greater than $2,500. Who are the people who serve as contracting
officers’ representatives?

Answer: “Defense Federal Acquisition Regulation (DFAR)” 201.602—2 requires
that an individual who is to be designated a contracting officer’s representative
(COR) must be a Government employee, unless other authorized in Agency regula-
tions; must be qualified by training and experience commensurate with the respon-
sibilities to be delegated in accordance with department/agency guidelines; and must
be delegated in writing with the COR responsibilities clearly delineated and accept-
ed in writing by the designee. Typically, the COR is nominated and is required to
provide the Contracting Officer information concerning all relevant training and ex-
perience. COR’s training is offered by the Defense Acquisition University (DAU) as
well as by a variety of private training sources. Army CORs can be Army military
or civilian personnel.

Question: During contingency operations, how often do the typical CORs rotate or
get replaced?

Answer: The rotation or replacement of a COR (military or civilian) is not linked
to their COR roles and responsibilities. CORs are rotated based on the normal rota-
tional process for assigned soldiers or civilians. There are advantages and disadvan-
tages to either extending or reducing rotations for. A COR should be familiar with
the contract, the work requirements, and the contract history may provide a more
experienced eye on contractor operations and performance; however, too much famil-
iarity with an operation may make some CORs more complacent with the status
quo. Generally speaking, the rotational rate does not, in and of itself, dictate the
effectiveness of a COR.

Question: In the cases of fraud researched by the Army Contracting Task Force,
how many of those cases were reported by the COR, and in how many cases were
the CORs complicit?

Answer: The Army Contracting Task Force did not research the cases of fraud
committed in theater as many of the investigations are still open. However, a review
by Army CID of the 93 ongoing and 51 closed investigations of procurement fraud
impacting operations in Iraq, Kuwait and Afghanistan, found that 5 CORs reported
suspected misconduct and 21 CORs have been, or are currently being looked at, for
offenses associated with the fraud. It should be noted that many of the cases are
still ongoing and misconduct on the part of the 21 has not been proven.

EXPANDING THE ARMY CONTRACTING WORK FORCE

Question: The Army acquisition work force has declined in numbers over the last
decade, while the dollar amount of contacts being managed has grown by more than
80 percent. Now the Army is attempting to grow the contracting work force. Please
describe the Army program to increase the contracting officer work force, both mili-
tary and civilian? What progress has been made?

Answer: The decline in the acquisition work force and the potential losses of
trained and experienced procurement personnel in the next few years due to antici-
pated retirements is an issue faced by DoD and the civilian workforce. The Gansler
Commission recommended growing the non-deployable contracting workforce by 167
Military and 804 Civilian positions which is being pursued. However, the level of
trained and experienced contracting officer personnel currently in both the military
and civilian workforce is a finite resource coupled with all of the government depart-
ments and contractors vying for the same individuals. Creative solutions must be
developed to retain experienced personnel while recruiting and training new con-
tracts professionals to replace and enhance the current numbers. Among the pro-
posed innovations are changes to the current “rehired annuitant” restrictions, addi-
tional partnerships with colleges and universities to enhance the recruitment of
graduates into the government workforce, and the development of more robust con-
tracting internship programs.

GROWTH IN CONTRACTOR PROVIDED SERVICES

Question: The Committee understands that the Department of Defense obligates
more for service contracts than it does for supplies and equipment, including major
weapons systems. In many cases, contractor personnel end up working along side
of military personnel, doing much the same work, but the contractor costs the gov-
ernment three or four times the pay of a lower ranking enlisted soldier. How does
that make fiscal sense?

Answer: The pay of a Soldier and the total cost of a contract is not the appropriate
comparison. The cost of the contractor is the complete cost to the government, but
the Soldiers’ pay is only one cost component. The full cost of a Soldier includes: Non-
taxable basic allowance for housing, Non-taxable basic allowance for subsistence,
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health care costs, the GI bill, re-enlistment bonuses, the cost to train and recruit
a Soldier, permanent change of station moves, and retirement accrual.

The specific difference in cost of a contractor and a Soldier will vary depending
on the type of work performed, but comparing pay of a Soldier to cost of a contract
will always overstate the difference, and fails to consider operational priorities and
limitations.

The decision to use contractor personnel as opposed to military personnel is based
on long-term cost rather than per hour cost, as well as availability of military per-
sonnel. When the decision was made to reduce the size of the standing Army and
institute a volunteer force, it reduced the viability of the Army to operate in an
armed conflict without the support of contractor personnel. Since the national de-
fense cannot be contracted out, the majority of the support and logistics functions
had to be contracted to free military enlisted and officers for the war effort. Each
enlisted or officer performing an administrative function reduce’s the available
forces.

The fiscal analysis to employ as a comparative tool would require the comparison
of the cost to sustain an Army on war footing throughout peacetime, to ensure that
the capability exists to perform both the military and the administrative functions
at the time of greatest need.

CONTRACTOR DISCIPLINE IN COMBAT THEATERS

Question: The Washington Post reported in an April 15, 2007, article entitled “A
Chaotic Day on Baghdad’s Airport Road”, that “Not a single case has been brought
against a security contractor, and that confusion is widespread among contractors
and the military over what laws, if any, apply to their conduct.” Fortunately, there
appears to be a significant reduction in the number of reports of out-of-control use
of deadly force by security contractors. Is this a result of better oversight of contract
securi)ty personnel, or is it simply related to an overall reduced level of terrorist ac-
tivity?

Answer: It is impossible to ascertain with any certainty the reason for a reduction
in reports of “out of control” use of deadly force by security contractors. However,
in the past several months, several changes have been implemented to facilitate
greater oversight over Private Security Contractors (PSC).

On December 12, 2007, the Deputy Secretaries of Defense and State Department
signed a Memorandum of Agreement (MOA) regarding United States Government
(PSC). The MOA defines the authority and responsibility for the accountability and
operations of private security contractors in Iraq. Consistency in the treatment and
oversight of PSC should provide better understanding of the roles and responsibil-
ities of all the parties to these contracts.

Further, the Combatant Commander provided specific guidance on arming con-
tractor personnel and private security contractors in the USCENTCOM AOR. PSC
personnel are not authorized to participate in offensive operations and must comply
with Rules on the Use of Force (RUF). Also, they must be properly licensed to carry
arms in accordance with host nation law and must receive USCENTCOM/Coalition
Forces’ approval of their operations.

On November 5, 2007, the Joint Contracting Command-Irag/Afghanistan (JCC-I/
A) promulgated a mandatory special provision to be inserted in all JCC-I/A’s PSC
contracts. The local provision, IA 25-3, “Compliance with Laws and Regulations”
states: “The contractor shall comply with, and shall ensure that its personnel and
its subcontractors and subcontractor personnel at all tiers obey all existing and fu-
ture U.S. and Host Nation laws, Federal or DoD regulations, and Central Command
orders and directives applicable to personnel in Iraq and Afghanistan, including but
not limited to USCENTCOM, Multi-National Force and Multi-National Corps frag-
mentary orders, instructions and directives.”

On January 10, 2008, the “Defense Acquisition Regulation System (DARS)” issued
a proposed rule to amend the “Defense Federal Acquisition Supplement (DFARS)”
to address requirements for DoD contractors to institute effective programs to pre-
vent violations of “Law of War” by contractor personnel authorized to accompany
U.S. Armed Forces deployed outside of the United States.

Finally, the National Defense Authorization Act of FY08 (Public Law 110-181)
will allow the Secretary of Defense to define the “area of combat operations;” require
standard the FAR language to be inserted in each PSC contract; and require specific
contractor reporting requirements for discharge of weapons, training, and other re-
lated requirements.

Question: What military or civil laws govern the conduct of contractors operating
in Iraq and Afghanistan?
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Answer: The DoD contractor personnel (regardless of nationality) accompanying
U.S. armed forces in contingency operations are subject to Uniform Code of Military
Justice (UCMJ) jurisdiction. Commanders can disarm, apprehend, and detain DoD
contractors suspected of having committed a felony offense in violation of the rules
for the use of force (RUF), or outside the scope of their authorized mission, and con-
duct the basic UCMJ pretrial process and trial procedures currently applicable to
the courts-martial of military service members.

Also, under the Military Extraterritorial Jurisdiction Act (MEJA), federal jurisdic-
tion exists over felony offenses committed outside the U.S. by contractor personnel
of any federal agency or provisional authority whose employment relates to sup-
porting the DoD mission. Implementing guidance under this Act is included in De-
partment of Defense Instruction (DoDI) 5525.11, “Criminal Jurisdiction Over Civil-
ians Employed by or Accompanying the Armed Forces Outside the United States,
Certain Service Members, and Former Service Members,” and military department
regulations. This instruction requires DoD to coordinate with the Department of
Justice for the return of contractor personnel subject to MEJA to the U.S. for pros-
ecution.

Contingency contractor personnel are subject to the domestic criminal laws of the
host nation, absent a status of forces agreement or international agreement to the
contrary.

Question: Who in the Army chain of command monitors contractor performance
and takes action if the contractor’s conduct is inappropriate or illegal?

Answer: It is the responsibility of all military and civilian personnel to ensure
that any perceived illegal actions on the part of contractors or other government
personnel is reported to the appropriate organization for investigation.

However, the Contracting Officer (CO) is responsible to ensure compliance with
the terms and conditions of the contracts. Generally, the CO will appoint a Con-
tracting Officer’s Representative (COR) to provide closer monitoring of service con-
tracts. The CORs serve as the “eyes and ears” for the CO. The responsibilities and
limitations of authority of the COR are stated in an appointment letter issued by
the Contracting Officer. Based on the Army’s procurement policy, COs are required
to validate the CORs’ contract records every 12 months and document the results
of their review. The CORSs’ responsibilities generally include verifying that the con-
tractor performs the technical contract requirements in accordance to its terms, con-
ditions, and specifications; maintaining direct communication with the contractor. A
contract administration office is also assigned to provide oversight of the contractor’s
performance. In addition to CORs, Ordering Officers may be appointed by a CO
when appropriate. Advance training is also required for these appointments. Ap-
pointment of an Ordering Officer is generally limited to placing orders against con-
tracts that contain ordering clauses. Ordering Officers are responsible for ensuring
that all contract terms and conditions are met on the orders that they have issued
and reporting any performance deficiencies to the CO.

Question: How many individuals are performing contract services for the Depart-
ment of the Army in Iraq, Kuwait and Afghanistan?

Answer: Based on the 1st Quarter, 2008 CENTCOM Census Report (December 31,
2007), there are 163,591 DoD-funded contractors in Iraq and 36,520 in Afghanistan.
There are an additional 23,110 DoD-funded contractors in the rest of the
CENTCOM Area of Responsibility.

Question: How many contracts have been let to provide these individuals?

Answer: The number of FY07 contract actions performed in Iraq was 2,477 that
totaled $7,515,809,346. The number of FY07 contract actions performed in Afghani-
stan was 1,540 that totaled $2,266,426,110.

Question: How many of the contracts are sole source?

Answer: None. The DoD has not awarded any sole source contracts to PSCs in
Iraq or Afghanistan (source: Testimony of LTG N. Ross Thompson III on January
23, 2008 before the HAC). Competitive procedures were used for the award of 1,313
of 1,540 (85 percent) of the total contracting actions in support of Afghanistan. A
total of 1,937 out of 2,477 (78 percent) contract actions were awarded in support of
Iraq operations.

Question: What percentage of the individuals are U.S. National; Iraqi; Afghan;
Kuwaiti; third country?

Answer: The 1st Quarter USCENTCOM Census Report reflects the following for
the private service contracts in Iraq and Afghanistan:

« U.S. Citizens = 849 (6.5%)

¢ Third Country Nationals = 7,620 (59%)

¢ Local Host Country = 4,481 (34.5%)

¢ Total: 12,950

Question: How many of the individuals are security guards?
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Answer: The USCENTCOM’s 1st Quarter, 2008 Contractor Census Report, dated
December 31, 2007 reflects the following:

e Iraq: 9,952 private security contractors of which 6,467 (65 percent) are armed.

. %fghanistan: 2,998 private security contractors of which 2,745 (91.5 percent) are
armed.

Question: What percentage of the security guard personnel carry weapons?

Answer: According to the 1st Quarter, 2008 CENTCOM Census, 65 percent of the
DoD-funded private security contractors in Iraq and 91.5 percent of the DoD-funded
private security contractors in Afghanistan are armed.

CONTRACT OVERSIGHT PERSONNEL IN COMBAT THEATERS

Question: According to a recent GAO report, a common problem is the lack of ade-
quate contract oversight personnel at deployed locations. Why does the Army not
assign sufficient contract oversight personnel to the combat theaters?

Answer: In 2004 and again in 2005, GAO reported that DoD did not have a suffi-
cient number of trained personnel in place to provide effective oversight of its logis-
tics support contractors on the battlefield, citing inadequate surveillance on 26 of
90 contracts audited. In FY05, DoD obligated nearly $270 billion on contracts for
goods and services which represented an increase of over 331 percent in dollars and
over 650 percent in contract actions from FY00. At the same time DoD experienced
a tremendous growth in workload associated with support for the GWOT, they also
experienced a dramatic reduction in the capability to meet the contract oversight
challenge. Due to the huge increase in contracting workload added to a significant
shortfall of skilled professionals in the civilian and military acquisition workforce
and difficulties in attracting more civilians to forward deploy, the Army has had to
assume a greater risk for post award processes like contract quality assurance of
service contracts until such time as the Army can attract and position more admin-
istrative contracting personnel into the combat theater of operations.

Question: What is the deployment rotation policy for contracting oversight per-
sonnel?

Answer. Deployment rotation policy: The Army, Air Force, Marines and Navy all
employ different deployment rotation strategies for their military acquisition per-
sonnel based on service organization and mission requirements. Air Force and Navy
deployments are typically for 6 months or less, while Army deployments are nor-
mally 12 months or longer. Army civilians are typically deployed on 6 month orders,
but 3, and 6 month extensions are encouraged. The United States Army Corps of
Engineers (USACE) offers an option of a 6 or 12 month deployment with a higher
incentive bonus for longer commitments.

The DCMA who performs the preponderance of contract oversight on the battle-
field typically deploy their military service members for 6 months, but rotate them
home and back again for another 6 months within a two year period. The DCMA
civilians deploy similar to Army Civilians in 6 and 12 month increments.

Question: What if any changes are needed?

Answer: Military members have recommended that Air Force and Navy service
members should all be on 12 month deployments. Longer deployments would make
for smoother operations and would relieve those who stay for 12 months from the
burden of training a continually changing workforce.

An increase in the number of civilians could also improve oversight processes by
inc(i"easing the number of people available to cover the gaps when troops rotate in
and out.

Based on discussions conducted by the Gansler commission the following legisla-
tive proposals have been submitted to increase incentives to attract more civilians
to deploy and improve contract policy on the battlefield:

« Optional Life Insurance Election Opportunity for Certain Federal Civilian Em-
ployees. This proposal will provide adequate life insurance benefits to next-of-kin of
DoD civilian employees who are killed while serving in a combat zone. Benefits
would be commensurate with those provided to members of the Armed Forces.

e Authority to Waive Annual Limitation of Premium Pay and Aggregate Limita-
tion on Pay for Federal Civilian Employees. This proposal will make permanent au-
thority for the Secretary of Defense to increase the limitation on premium pay and
the limitation on aggregate pay for DoD employees who perform work in connection
with a contingency operation, national emergency declared by the President, or
other emergency.

e Expedited Hiring Authority for Defense Acquisition Positions. This proposal will
authorize expedited direct hire authority for acquisition personnel.

¢ Requirement for Use of Express Option for Deciding Protests of Contracts and
Task and Delivery Orders in Support of Emergency Operations. This proposal will



91

allow for the use of the express option by the Comptroller General to adjudicate any
protests registered in the case of such contract actions.

e Authority to Acquire Products and Service Produced in a Contingency Theater
of Operations Outside the United States. This proposal will authorize the Secretary
of Defense to establish a preference for the acquisition of products and services in
Iraq and Afghanistan.

e Exceptions for National Security and Emergency Operations. This proposal
would retain the fundamental domestic preference requirements of the law, yet, it
would provide the flexibility needed for the Department of Defense (DoD) and its
suppliers to better respond to fulfill the needs that arise in cases of national security
and defined cases of emergency operations using either competitive procedures or
other than competitive procedures, as may be appropriate.

All of these proposals address weaknesses identified by the Gansler Commission
and advance important Army and DoD legislative priorities. These proposals are ur-
gently needed to provide the Army and the Department the tools needed to address
the contracting challenges we face in a complex wartime operational environment.
We have requested that these proposals be staffed within the Department of De-
fense and forward to the Office of Management and Budget for Congressional con-
sideration in the FYO09 legislative cycle.

PLANNING FOR THE USE OF CONTRACTOR SUPPORT

Question: Although the use of support contractors at deployed locations has ex-
panded, the military departments have struggled to capture lessons learned and to
pass on those lessons learned in order to assist commanders in subsequent deploy-
ments. How does the Army capture lessons learned in providing battlefield con-
tractor support, and how are lessons learned provided to new commanders as they
prepare for deployment?

Answer: We are capturing “expeditionary contracting” lessons learned by formally
interviewing units as they return from Irag/Afghanistan, incorporating lessons
learned into doctrine, training guides and user activity handbooks. The Army Acqui-
sition, Logistics and Technology Integration Office is developing mission specific
Contingency Contracting Officer courses and incorporating lessons learned into mis-
sion rehearsal exercises.

Question: How does the Army represent contract security and support personnel
in the training scenarios during pre-deployment exercises at locations such as the
National Training Center?

Answer: Oversight in the Army is distributed: The activity awarding an individual
contract has responsibility for oversight of that contract. Head of the Contracting
Activity (HCA) authority resides in individual commands, generally at the two-star
level. Contract administration can be delegated to DCMA at the discretion of the
contracting activity, but they retain overall responsibility as Procuring Contracting
Officer. In the case of a service contract, a Contracting Officer’s Representative (usu-
ally a technical expert from the customer’s organization) is appointed by the Con-
tracting Officer in writing to oversee quality control and ensure that the work is
performed satisfactorily. This individual reports to the Contracting Officer and has
no authority to change the contract’s terms and conditions or request work other
than spelled out in the contract.

For acquisition approvals with higher dollar thresholds, and for general policy
oversight, the Assistant Secretary of the Army (Acquisition, Logistics & Technology)
and the Deputy Assistant Secretary of the Army (Policy and Procurement) have cog-
nizance. Compliance audits are performed by the Army Audit Agency, the Defense
Contract Audit Agency, and Inspectors General at all levels can investigate con-
tracts along with other matters. In recent years, the DASA P&P has revitalized the
operational review function in the form of Contract Operations Reviews in order to
provide closer oversight and assistance to contracting offices Army-wide. These re-
views are done by teams of procurement professionals, with a goal of reviewing each
contracting office every two years. A system of issuing formal reports and following
up through Corrective Action Plans is being implemented.

[CLERK’S NOTE.—End of questions submitted by Mr. Murtha.]
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GOVERNMENT ACCOUNTABILITY OFFICE
WITNESS
DAVID M. WALKER, COMPTROLLER GENERAL OF THE UNITED STATES
INTRODUCTION

Mr. MURTHA. We want to welcome the distinguished American
GAO comptroller and his support staff. We see that we are starting
to get—we put in reported language. For a while we weren’t get-
ting what we had hoped we would get because you were so busy
with other things. Not you necessarily, but different agencies. So
we are now getting what we feel are more adequate reports on
some of the suggestions or requirements that we make.

I have been very concerned about the balance between contrac-
tors and between Federal employees. We had a contracting officer,
acquisition officer—whatever we call them—this morning, Lieuten-
ant General Thompson. And I voiced my concern that we have got
too many contractors, and I worry that the reason they had the
contractors is because—because they then would have a surge ca-
pability. You know, they had gotten rid of acquisition people, then
they had the surge capability and it hasn’t worked is what it
amounted to. But at any rate, we had a good hearing this morning,
but I know we will be enlightened by your presence. I know that
we will be scintillated by your presentation, and we will learn
much from what you have to say. And I welcome you to the Com-
mittee and ask if Mr. Hobson has any opening statements.

Mr. HOBSON. No, sir. I will pass.

Mr. MURTHA. Do we have to close this thing or not? Do you have
anything that is going to be classified?

Mr. WALKER. No, Mr. Chairman. We have some material that
hasn’t been released yet, but it is not classified.

Mr. MURTHA. That is all right. We will leave it open. We will tell
the news media, well, you didn’t—they will ask me a question, I
will say it was open. Just a little thing between me and the news
media. They complain because we have too many closed hearings.
We had an open hearing; we just didn’t tell them.

Mr. HoBsoON. I apologize. I have to leave at 4:00 to catch an air-
plane.

Mr. MURTHA. At 4:00? That is all right. Frelinghuysen will be
here. Oh, this guy is the best. He doesn’t miss a trick. This may
be a little longer than we would like.

Okay. Go forward with your condensed statement and then we
will get into questions.

(93)
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SUMMARY STATEMENT OF MR. WALKER

Mr. WALKER. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to be back before the subcommittee. As you know, I have a
full statement. Hopefully it will be submitted for the record. I will
just summarize some of the highlights if I can.

I share your concern with regard to what is happening in the
government.

Mr. MURTHA. Mr. Moran is here.

Mr. MORAN. I want to hear particularly from Mr. Walker.

Mr. WALKER. I share your concern with regard to what is going
on with regard to the use of contractors. As we all know, the gov-
ernment has to be able to achieve its many missions and important
functions and activities through the combined efforts of what is re-
ferred to as the total force. In the case of the Department of De-
fense, the total force would include civilian, military and contractor
personnel. We have seen a significant increase in the utilization of
contractors. In some cases, that makes sense because it is a
noncore function, or it is something that may be a one-time or tem-
porary need. It may also be a situation where, because of govern-
ment policies and practices, you can’t attract and retain enough
people to be able to do the work. Finally, it could be a circumstance
where otherwise it makes either sense to do it or for various rea-
sons you have to do it.

DECISION TO USE CONTRACTORS

However, one of the concerns that I have, Mr. Chairman, is we
have seen a tendency to use contractors possibly as a first resort
rather than through a considered process. Now, sometimes that is
because there is a need that arises because of a contingency oper-
ation. For example, Iraq or Katrina. And because the government
hasn’t taken enough steps to be able to deal with those kinds of
situations, they are pretty much forced to have to use contractors.

In other circumstances there is a tendency to use military per-
sonnel, frankly, instead of civilian personnel, because you can get
people to a particular location to do a particular function very
quickly, because you can order them to do that, whereas you may
not be able to do that with civilian personnel.

INCREASE IN OBLIGATIONS FOR CONTRACTORS

There has been a huge increase in the amount of contracting ob-
ligations since 2000. You are aware of what those numbers are.
There has been a significant increase in the nature of services con-
tracts, which are even more difficult to be able to help assure econ-
omy, efficiency, effectiveness; and to fight fraud, waste, abuse and
mismanagement. Why? Because you need to do a much better job
of pinning down what you are seeking, setting the requirements up
front and making sure that there is adequate oversight as to cost,
quality, performance. If you don’t do that, you can end up incurring
a tremendous amount of waste.

CONTRACT COMPLEXITY

We have other factors that are complicating this area because, as
you know, while the amount of contracting activity has gone up
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dramatically, the number of acquisitions and oversight personnel in
many regards has gone down at the same time. And yet the com-
plexity of some of the types of contracting arrangements that we
are entering into today are much greater than they have been in
the past. So that contributes to the possibility of additional waste,
which is, frankly, a much bigger problem than fraud.

My view is the time has come that we need to step back and re-
assess what type of functions and activities should be performed by
contracting personnel versus government personnel. We also need
to keep in mind with the Department of Defense, that part of that
equation needs to be which types of functions and activities ought
to be done by military personnel versus civilian personnel.

PLANNING FOR CONTINGENCIES

I think we also have to think about what can be done to help pre-
plan for contingency operations that we know will occur. We just
don’t know when they will occur. An example would be if an oper-
ation like Iraq, an operation like Katrina—they are both contin-
gency operations. One is a military conflict. One is responding to
a natural disaster. We know things are going to happen from time
to time. And there is a lot more that can and should be done to
prepare for those contingencies, such that we engage in appro-
priate, competitive bidding up front and we have appropriate types
of contracting arrangements up front. We can then draw down on
those when those contingencies occur.

FLEXIBILITY IN HIRING

We also need to think about whether or not the personnel rules
can be changed to provide some additional flexibility for agency
heads to be able to hire people on a temporary basis to perform cer-
tain critical functions and activities in lieu of automatically going
out and contracting for it.

And let me give you a perfect example. The Comptroller General
of the United States, my position, has the ability to hire up to one-
half of 1 percent of our workforce at any time, at any level, for up
to 3 years, to do whatever I think needs to be done.

Mr. MURTHA. Is that the law?

Mr. WALKER. That is the law. Now, in our case it says 15 per-
sons, which is roughly one-half of 1 percent of our workforce. But
that concept is a concept that I think has a lot of intellectual merit
because there are occasions, such as the Iraq situation, such as
Katrina, where it would have been nice for people to be able to ac-
quire some talent and to do it expeditiously. Under the normal per-
sonnel rules for the Federal Government, that is virtually impos-
sible. As a result, many times what ends up happening is you de-
fault to military personnel or you default to contractor personnel
because you can get things done quickly. It may or may not be the
right answer. But once you end up entering into that contract, we
need to structure the arrangements properly, to balance risk and
reward between the government and the contractor, and we need
to have an adequate number of acquisition and oversight personnel
to make sure that we are managing cost, quality and performance.

One of the reasons that the government historically has used
contractors is not just for noncore functions—which is a policy
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issue—but also to try to save money. We are doing work right now
to try to ascertain whether—and to what extent it in fact does re-
sult in saving money. And while we have more work to do, our pre-
liminary findings——

Mr. MURTHA. Could you say that again?

Mr. WALKER. We are doing work at the present point in time in
order to test the assumption that it might be more cost effective
to hire contractors to perform certain functions rather than hiring
additional civilian employees to perform the function. And we are
finding on a preliminary basis that such savings are not nec-
essarily the case.

Let me summarize by saying this: I manage an agency, and I will
tell you what my philosophy is with regard to contractors, just to
help the discussion. If it is a function that involves the discretion
of government authority or discretion of government resources,
then that needs to be done by a civil servant. If it is a function that
is more of a support function, that is a noncore function, it is some-
thing that needs to be done but it is not integrally tied to mission,
then that is something that I think we ought to be looking for con-
tracting possibilities in order to benefit from economies of scale, in
order to be able to benefit from investments in technology that can
be leveraged by the private sector. The government hasn’t done a
very good job of that.

Furthermore, if it is a one-time need or a temporary need, then
in that circumstance it may make sense to use a contractor, be-
cause you don’t necessarily want to build up your force with all the
related overhead costs and infrastructure costs that result. Or if it
is a situation where because of the classification or compensation
policies of the Federal Government, you can’t attract and retain
enough people with the requisite skills and knowledge—because we
can’t pay them what they need to be paid—then in that cir-
cumstance, you may have to hire contractors. And in our case, we
use contractors in such circumstances but only in one of these cir-
cumstances.

In summary, I think that the time has come to step back and
relook at when it is appropriate to use contracting, how to use it,
and that it shouldn’t be something that we do as a first resort.
Something should be done as a considered process, as part of a
broader strategy for achieving the government’s mission in an eco-
nomical, efficient, and effective manner. Thank you, Mr. Chairman.

[The statement of Mr. Walker follows:]
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Summary of Briefing to the Subcommittee on Defense,

Appropriations Committee, House of Representatives

WHY GAO IS PROVIDING THIS BRIEFING

The Department of Defense’s (DOD) spending on goods and services has grown significantly since
fiscal year 2000 to well over $314 billion annually. GAO has identified DOD contract management as
a high-risk area for more than decade. With awards to contractors large and growing, DOD will
continue to be vulnerable to contracting fraud, waste or misuse of taxpayer dollars, and abuse.
Prudence with taxpayer funds, widening deficits, and growing long-range fiscal challenges demand
that DOD maximize its return on investment, while providing warfighters with the needed
capabilities at the best value for the taxpayer. In this briefing, GAO discusses. (1) The implications
of DOD's increasing reliance on contractors to fill roles previously held by government employees.
(2) The importance of the acquisition workforce in DOD’s mission and the need to strengthen its
capabilities and accountability. (3) Concerns over anticipated cost savings that have been assumed
to accrue when using contractors. This statement is based on work GAO has ongoing or has
completed over the past several years covering a range of DOD contracting issues.

WHAT GAO FOUND

DOD has increasingly turned to contractors to fill roles previously held by government employees
and to perform many functions that closely support inherently governmental functions, such as
contracting, intelligence analysis, program management, and engineering and technical support for
program offices. This trend has raised coneerns about what the proper balance is between public and
private employees in performing agency missions and the potential risk of contractors influencing
the government’s control over and accountability for decisions that may be based, in part, on
contractor work. Further, when the decision is made to use contractors in roles closely.supporting
inherently governmental functions, additional risks are present. Contractors are not subject to the
same ethics rules as government even when doing the same job, and the government risks entering
into an improper personal services contract if an employer/employee relationship exists between the
government and the contractor employee,

DOD’s increasing reliance on contractors exacerbates longstanding problems with its acquisition
workforce. GAO has long reported that DOD’s acquisition workforce needs to have the right skills to
effectively implement best practices and properly manage the acquisition of goods and services.
Weaknesses in this area have been revealed in recent contingency situations, but they are present in
non-emergency circumstances as well, with the potential to expose DOD to fraud, waste, and abuse.
1t is important to note that the role of the acquisition function does not end with the award of a
contract. Continued involvement of the workforce throughout contract implementation and closeout
is needed to ensure that contracted services are delivered according to the schedule, cost, quality,
and quantity specified in the contract. GAO has in the past several years reported wide
discrepancies in the rigor with which contracting officer’s representatives perform these duties,
particularly in unstable environments such as the conflict in Iraq and the aftermath of Hurricane
Katrina,

A key assumption of many of the federal management reforms of the 1990s was that the cost-
efficiency of government operations could be improved through the use of contractors. GAO recently
reported that sufficient data are not available to determine whether increased service contracting
has caused DOD’s costs to be higher than they would have been had the contracted activities been
performed by uniformed or DOD civilian personnel. GAO recently probed, in-depth, the cost of
contractor versus government contract specialists at the Army’s Contracting Center for Excellence
and found that the Army is paying up to 26 percent more for the contractors as compared to their
government counterparts.
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Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today to discuss challenging issues relating to the Department of
Defense’s (DOD) increasing reliance on contractors for services to support its mission.
Over the past decade, DOD has experienced dramatic changes in its mission,
accompanied by a significant infusion of funds, with fiscal year 2008 base appropriations
of $449 billion. The president has also requested $189 billion for fiscal year 2008 war
costs. Much of this money is spent buying goods and, increasingly, services from the
private sector. Enhancing governmentwide acquisition and contracting capability is one
of the major areas that we have identified as necessary for improving the governmeént’s
capacity to address 21* Century challenges and deliver real and sustainable results.’ In
examining our defense work, we have observed 15 systemic acquisition challenges facing
DOD, which I have included in appendix I. These challenges have been long-standing
and are becoming more apparent in recent years as the department’s reliance on
contractors has grown in both size and scope. Overall trends indicate that DOD's
spending continues to increase. We reported to you in 2006 that, in fiscal year 2005,
DOD's reported contracting obligations totaled $270 billion. This amount increased to
$314 billion in 2007, representing a 136 percent increase over fiscal year 2000 spending. I
note that the Congress took action to improve DOD’s accountability and management of
services by adding fiscal year 2008 funding for more robust staffing of contractor
management and oversight personnel.

The acquisition of services differs from that of products in several key respects and can
be particularly challenging in terms of defining requirements and assessing contractor
performance. DOD's service acquisitions range from basic services such as landscaping
and janitorial services to those that are more complex, like intelligence analysis,
acquisition support, security services, and program office support. We have reported that
the department needs to do a much better job managing its service acquisitions, and last
year made a number of recommendations to put the department in a position to
proactively do so.” Congress, too, has imposed requirements over the past several years
intended to improve DOD's service acquisition practices. For example, in January 2008,
Congress required DOD to take a number of actions, including identifying the critical
skills and competencies needed to procure services.’

1 will address three important points today:

¢ DOD's increasing reliance on contractors to fill roles previously held by
government employees: This trend has raised issues as to what the proper
balance is between public and private employees in performing agency missions,
as well the need for a greater attention given to decisions to contract for services
and the risks associated with these decisions on work that closely supports
inherently government functions. DOD has three different options in terms of

'GAO, A Call for Stewardship: Enhancing the Federal Government’s Ability to address Key Fiscal and
Other 2I" Century Challenges, GAO-08-93SP (Washington, D.C.: December 2007).

*GAOQ, Defense Acquisitions: Tailored Approach Needed to Improve Service Acquisition Qutcomes, GAQO-
07-20 {Washington, D.C.: Nov. 9, 2006).

* Pub. L. 109-163 § 812.
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who will perform its functions, namely military, civilian, or contractor. Today I
will focus on the role of contractors at the department.

* The importance of the acquisition workforce to DOD’s mission and the need to
strengthen its capabilities and accountability: Weaknesses in this area-—such as
the need to strengthen the workforce’s capabilities and accountability—have been
revealed in recent contingency situations, but they are present in non-emergency
circumstances as well, with the potential to expose DOD to significant fraud,
waste, and abuse. There may also be opportunities to provide additional
authorities to strengthen the acquisition workforce, such as the use of term
appointments.

+ The anticipated cost savings that have been assumed to accrue when using
contractors: The savings may not be realized in actual practice, as some of our
cwrrent work begins to indicate.

My comments today are based on work that GAO has completed over the past several
years and, in some cases, on ongoing work. All of our related performance audits were
conducted in accordance with generally accepted government auditing standards. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for
our findings and conclusions based on our audit objectives.

DOD’'S GROWING RELIANCE ON CONTRACTORS

Contractors have an important role to play in the discharge of the government’s
responsibilities, and in some cases the use of contractors can result in improved
economy, efficiency, and effectiveness. However, in many cases contractors are used
because the government lacks its own personnel to do the job. Long-standing problems
with the lack of oversight and management of contractors are compounded by the
growing reliance on them to perform functions previously carried out by government
personnel.

The government is relying on contractors to perform many tasks that closely support
inherently governmental functions, such as contracting support, intelligence analysis,
security services, program management, and engineering and technical support for
program offices.’ We recently surveyed officials from 52 of DOD’s major weapons
programs, who reported that over 45 percent of the program office staff was composed
of individuals outside of DOD. Some program officials expressed concerns about having
inadequate personnel to conduct their program office roles. In a prior review of space
acquisition programs, we found that 8 of 13 cost estimating organizations and program
officials believed the number of government cost estimators was inadequate and that 10

' The program office is responsible for and authorized to accomplish the objectives of federal programs of
jurisdiction. As such, program offices are the recipients of contractor support.
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of those offices had more contractor personnel preparing cost estimates than
government personnel.’

In general, I believe there is a need to focus greater attention on what type of functions
and activities should be contracted out and which ones should not. Inherently
governmental functions require discretion in applying government authority or value and
risk judgments in making decisions for the government; as such, they are required to be
performed by government employees, not private contractors. The closer contractor
services come to supporting inherently governmental functions, the greater the risk of
contractors influencing the government’s control over and accountability for decisions
that may be based, in part, on the contractor’s work. This situation may result in
decisions that are not in the best interest of the government and American taxpayer,
while also increasing overall vulnerability to waste, fraud, or abuse. The Federal
Acquisition Regulation provides 19 examples of services and actions that may approach
the category of inherently governmental because of the nature of the function, the
manner in which the contractor performs the contracted services, or the manner in
which the government administers contractor performance. These include acquisition
support, budget preparation, engineering and technical services, and policy development.

One way in which DOD has expanded the role of contractors is its use of a lead systems
integrator for major-weapons development. This approach allows one or more
contractors to define a weapon system’s architecture and then manage both the
acquisition and the integration of subsystemns into the architecture. In such cases, the
government relies on contractors to fill roles and handle responsibilities that differ from
the more traditional prime contractor relationship, a scenario that can blur the oversight
responsibilities between the contractor and federal program management officials. For
example, the Army’s Future Combat Systems program is managed by a lead systems
integrator that assumes to some extent the responsibilities of developing requirements,
selecting major system and subsystem contractors, and making trade-off decisions
among costs, schedules, and capabilities. While this management approach has some
advantages for DOD, we found that the extent of contractor responsibility in many
aspects of the Future Combat Systems program management process is a potential risk.”
Moreover, if DOD uses a lead systems integrator but does not provide effective oversight,
DOD is vulnerable to the risk that the integrator may not make its decisions in a manner
consistent with the government’s and taxpayers’ best interests, especially when faced
with potential organizational conflicts of interest.

Potential Risks Associated with Use of Contractors

When the decision is made to use contractors in roles closely supporting inherently
governmental functions, additional risks are present., Defense contractor employees are
not subject to the same laws and regulations that are designed to prevent personal
conflicts of interests among federal employees. Moreover, there is not a departmentwide

* GAO, Space Acquisitions: DOD Needs to Take More Action To Address Unrealistic Initial Cost Estimates
of Space Systems, GAQO-07-96, (Washington, D.C.: Nov.17, 2006).

*GAOQ, Defense Acquisitions: Role of Lead Systems Integrator on Future Combat Systems Program Poses
Oversight Challenges, GAO-07-380 (Washington, D.C.: June 6, 2007).
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requirement for DOD offices to employ personal conflict of interest safeguards for
contractor employees, although new governmentwide policy implemented in November
2007 requires that certain contractors receiving awards worth more than $5,000,000 and
four months of work have an ethics program.” A separate proposed rule was recently
published at the request of the Justice Department to amend the regulation to require that
companies holding certain types of contracts disclose suspected violations of federal
criminal law in connection with the award or performance of contracts, or face suspension
or debarment. Public comments are due in January 2008.° We will be issuing a report on
personal conflicts of interest, as they pertain to defense contractor employees, shortly.’

In addition, personal services contracts are prohibited, unless authorized by statute.”
The government is normally required to obtain its employees by direct hire under
competitive appointment or other procedures required by the civil service laws. GAO bid
protest decisions also have determined that a personal services contract is one that, by
its express terms or as administered, makes the contractor personnel appear to be, in
effect, government employees.” Whether a solicitation would result in a personal
services contract must be judged in the light of its particular circumstances, with the key
question being whether the government will exercise relatively continuous supervision
and control over the contractor personnel performing the requirement.

The Federal Acquisition Regulation lists six elements indicative of a personal services
contract, which are shown in table 1.

Table 1: Elements Suggesting Personal Services Are Occurring .
1. Performance on site

2. Principal tools and equipment furnished by the government

3. Services are applied directly to the integral effort of the agency or.an organizational
subpart in the furtherance of its assigned function or mission.

4. Comparable services, meeting comparable needs, are performed in the same or similar
agencies using civil service personnel.

5. The need for the type of service provided can reasonably be expected to last beyond
one year.

6. The inherent nature of the service, or the manner in which it is provided, reasonably
requires, directly or indirectly, government direction or supervision of contractor
employees in order to ~ (i) adequately protect the government’s interest (ii) retain control
of the function involved; or (iii) retain full personal responsibility for the function
supported in a duly authorized Federal officer or employee.

Source: FAR Subpart 37.104(d).

" 72 Fed. Reg. 65873-82 (Nov. 23, 2007), effective date Dec. 24, 2007.

72 Fed. Reg. 6401923 (Nov. 14, 2007).

* In addition, the National Defense Authorization Act for Fiscal Year 2008 requires us to report on the
ethics programs of major defense contractors. National Defense Authorization Act for Fiscal Year 2008,
H.R. 4986, 110th Cong. § 848 (as passed by the House, January 16, 2008).

“Federal Acquisition Regulation 37.104.

"' Encgre Management, Inc., B-278903.2, Feb. 12, 1099, 9901 CPD § 33 at 3.
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When contractors work side by side with government employees and perform the same
mission-related duties, the risk of such contracts can be particularly great.

CONTINGENCY SITUATIONS REVEAL ACQUISITION WORKFORCE
SHORTFALLS

In July 2006, we reported” that DOD’s acquisition workforce is subject to certain
conditions that increase DOD's vulnerabilities to contracting fraud, waste, and abuse,
including

o growth in overall contracting workload

* pending retirement of experienced government contracting personnel, and

e agreater demand for contract surveillance because of DOD’s increasing reliance

on contractors for services.

Fraud is any intentional deception taken for the purpose of inducing DOD action
or reliance on that deception. Fraud can be perpetrated by DOD personnel—
whether civilian or military-—or by contractors and their employees. Trust and access to
funds and assets that come with senior leadership and tenure can become a vulnerability
if the control environment in an organization is weak. We also need to target waste in
government spending. Government waste is growing and far exceeds the cost of fraud
and abuse. Several of my colleagues in the accountability community and I have
developed a definition of waste, which is contained in appendix II. Although waste does
not normally involve a violation of law, its effects can be just as profound. In response to
our July 2006 report, DOD’s Panel on Contracting Integrity reported this month that it
has identified 21 initial actions for implementation in 2008 that it expects will address
areas of vulnerability in the defense contracting system that allow fraud, waste, and
abuse to occur.

Some amount of vulnerability to mismanagement, fraud, waste, or abuse will always be
present when the government contracts with the private sector, even with rules and
regulations in place to help prevent it. These vulnerabilities are more dramatically
revealed in contingency situations, such as the conflicts in Iraq and the aftermath of
Hurricane Katrina, when large amounts of money are quickly made available and actions
are hurried. One very significant weakness is the condition of the government’s
acquisition workforce. We and others have reported for a number of years on the risks
posed by a workforce that has not kept pace with the government’s spending trends.
The Acquisition Advisory Panel, for example, recently noted the significant mismatch
between the demands placed on the acquisition workforce and the personnel and skills
available within that workforce to meet those demands.” To put it another way, at the
same time that procurement spending has skyrocketed, fewer acquisition professionals
are available to award and—just as importantly-—administer contracts. Two important
aspects of this issue are the numbers and skills of contracting personnel and DOD’s
ability to effectively oversee contractor performance.

¥ GAQ, Contract Management: DOD Vulnerabilities to Contracting Fraud, Waste, and Abuse, GAO-06-838R
(Washington, D.C.: July 7, 2006).

“The Acquisition Advisory Panel was authorized by Section 1423 of the Services Acquisition Reform Act of
2003, which was enacted as part of the National Defense Authorization Act for Fiscal Year 2004. The Panel
was tasked with reviewing laws, regulations, and government-wide acquisition policies.
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Acquisition Workforce Shortfalls

In its January 2007 report, the Acquisition Advisory Panel stated that the government’s
contracting workforce was reduced in size in the 1990s, with DOD’s declining by nearly
50 percent due to personnel reductions during that time. Despite recent efforts to hire
acquisition personnel, there remains an acute shortage of federal procurement
professionals with between 5 and 15 years of experience. This shortage will become
more pronounced in the near term because roughly half of the current workforce is
eligible to retire in the next four years. We have long noted that DOD’s acquisition
workforce needs to be made a priority. We have reported that DOD needs to have the
right skills in its acquisition workforce to effectively implement best practices and
properly manage the acquisition of goods and services. We have also observed that the
acquisition workforce continues to face the challenge of maintaining and improving skill
levels to use alternative contracting approaches introduced by acquisition reform
initiatives of the past few decades.

Recent developments indicate that the tide may be turning, with actions underway to
address what is generally agreed to be a problematic state of the acquisition workforce.
For example, DOD’s Panel on Contracting Integrity, in its 2007 report to Congress,
identified the following focus areas for planned actions, all of which focus on acquisition
workforce issues:

¢ reinforce the functional independence of contracting personnel

o fill contracting leadership positions with qualified leaders

» determine the appropriate size of the contracting workforce and ensure that it has
the appropriate skills; and

¢ improve planning and training for contracting in combat and contingency
environments.

Also, the Coramission on Army Acquisition and Program Management in Expeditionary
Operations issued a report in November 2007, entitled “Urgent Reform Required: Army
Expeditionary Contracting,”** The Commission found that the acquisition failures in
expeditionary operations require a systemic fix of the Army acquisition system and cited
the lack of Army leadership and personnel (military and civilian) to provide sufficient
contracting support to either expeditionary or peacetime operations. It noted that only 3
percent of Army contracting personnel are active duty military and there are no longer
any Army contracting career General Officer positions. It found that what should be a
core competence—contracting—is treated as an operational and institutional side issue.
One General Officer told the commission that “this problem is pervasive DOD-wide,
because workload continues to go up while contracting and acquisition assets go down—
there is a cost to these trends that is paid in risk, and we don't realize how big the bill is

" The report uses the term “expeditionary” to include operations outside of the U.S. as well as domestic
emergency operations.
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until there's a scandal.” The Commission recommended increasing the stature, quantity,
and career development of military and civilian contracting personnel. In response to the
Commission’s report, the Army approved the creation of an Army Contracting Command,
which will fall under the Army Materiel Command and be led by a two-star general
officer. The Army also plans to increase its contracting workforce by approximately 400
military personnel and 1,000 civilian personnel.

We believe that, while there is no way to completely prevent fraud, waste, abuse, or poor
decision-making, increasing the numbers and skills of the acquisition workforce is
critical to lessening the likelihood of future problems and affecting positive change. We
must address this soon in order to prevent additional waste and increased risk.

Monitoring Contractor Performance

The role of the acquisition function does not end with the award of a contract. It requires
continued involvement throughout contract implementation and closeout to ensure that
contracted services are delivered according to the schedule, cost, quality, and quantity
specified in the contract. In DOD, oversight—including ensuring that the contract
performance is consistent with the description and scope of the contract- is provided by
both contracting officers and the Contracting Officers Representative (COR), typically a
government employee with technical knowledge of the particular program. ’

We have reported wide discrepancies in the rigor with which contracting officer’s
representatives, or CORs, perform their duties, particularly in unstable environments.
For example, in the aftermath of Hurricanes Katrina and Rita, the number of government
personnel monitoring contracts was not always sufficient or effectively deployed to
provide adequate oversight.” Instability—such as when wants, needs, and contract
requirements are in a state of flux—requires greater attention to oversight, which in turn
relies on a capable government workforce. Unfortunately, attention to oversight and a
capable government workforce has not always been evident in a number of instances,
including during the Iraq reconstruction effort. We have reported that, particularly in
the early phases of the conflict, the Army lacked an adequate acquisition workforce in
Iraq to oversee the billions of dollars for which it was responsible.”® Further, Army
personnel who were responsible for overseeing the performance of contractors
providing interrogation and other services were not adequately trained to properly
exercise their responsibilities.”” Contractor employees were stationed in various
locations around Iraq, with no COR or assigned representative on site to monitor their
work. An Army investigative report concluded that the lack of training for the CORs
assigned to monitor contractor performance at Abu Ghraib prison, as well as an
inadequate number of assigned CORs, put the Army at risk of being unable to control
poor performance or become aware of possible misconduct by contractor personnel.

*GAO, Hurricane Katrina: Improving Federal Contracting Practices in Disaster Recovery Operations, GAO-
06-714T (Washington, D.C.: May 4, 2006).

“GAOQ, Rebuilding Iraq: Fiscal Year 2003 Contract Award Procedures and Manag Challenges, GAC-
04-605 (Washington, D.C.: June 1, 2004).

"GAO, Interagency Contracting: Problems with DOD's and Interior’s Orders to Support Military
Operations, GAO-05-201 {Washington, D.C.: April 28, 2005).




106

DOD’s Panel on Contracting Integrity raised similar concerns, noting that contracting
personnel forward in a combat/contingent environment do not always have functional
independence, Contracting personnel, including CORs, are sometimes placed in
positions where their direct supervisor is not in the contracting chain of command, thus
possibly injecting risk into the integrity of the contracting process. The report found that
CORs are not sufficiently trained and prepared, and sometimes lack support from their
operational chain of command, to perform effectively. The Commission on Army
Acquisition and Program Management in Expeditionary Operations also expressed
concern about this issue, stating that after contract award there are “no resources
trained” to monitor and ensure that the contractor is performing and providing the
services needed by the warfighter. It stated that the inability to monitor contractor
performance and enforce contracts is a critical problem in an expeditionary environment
and cited an example: “When the critical need is to get a power station running, and
there are no resources to monitor contractor performance, only the contractor knows
whether the completed work is being sabotaged nightly.”

In December 2006, we reported that while DOD has taken some steps to improve its
guidance on the use of contractors to support deployed forces, addressing some of the
problems we have raised since the mid-1990s, it continues to face long-standing
problems that hinder its management and oversight of contractors at deployed locations.
DOD has not allocated the organizational resources and accountability to focus on issues
regarding contractor support to deployed forces. While DOD’s new guidance is a
noteworthy step, a number of problems we have previously reported on continue to pose
difficulties for military personnel in deployed locations.”

» Lack of visibility by senior leaders into number and location of contractors and
services provided at deployed locations

o Inadequate number of oversight personnel at deployed locations

+ No systematic collection and sharing of DOD’s institutional knowledge on using
contractors to support deployed forces.

» Limited or no training for military personnel on the use of contractors as part of their
pre-deployment training or professional military education.

COST OF CONTRACTORS

A key assumption of many of the federal management reforms of the 1990s was that the
cost-efficiency of government operations would be improved. In addition to a desire for
cost savings, the need to meet mission requirements while contending with limitations
on government full-time equivalent positions and a desire to use contractors’ capabilities
and skills in particular situations were factors in increasing the use of contractors. We
recently reported that sufficient data are not available to determine whether increased

®GAQ, Military Operations: High Level DOD Action Needed to Address Long-standing Problems with
Management and Oversight of Contractors Supporting Deployed Forces, GAO-07-145 (Washington, D.C.:
Dec. 18, 2006).
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service contracting has caused DOD's costs to be higher than they would have been had
the contracted activities been performed by uniformed or DOD civilian personnel. ®

To learn more about role and cost of contractors providing contracting support services,
we have recently undertaken new work to look at contractors providing contract
specialist services to the Army Contracting Agency's Contracting Center for Excellence
(CCE). This agency currently provides contracting support to 125 DOD customers in the
National Capitol Region, including the Joint Chiefs of Staff, Tricare Management Activity,
Defense Information Systems Agency, DOD Inspector General, Pentagon Renovation
Office, and Office of the Judge Advocate General. During fiscal year 2007, the agency
awarded about 5,800 contract actions and obligated almost $1.8 billion. CCE is one of
many government agencies that have turned to contractors to support their contracting
functions.

As a part of our review, we examined how the costs of CCE's contractor contract
specialists compared to those of its government contract specialists. Our analysis
indicates that the government is paying more for the contractors. At CCE, the
contractors are performing the same duties as their government counterparts and have
been used in this role since 2003. We compared the costs of the government employees
at the GS-12 and GS-13 levels to their equivalent contractor counterparts (referred to as
contract specialists II and III) and found that, on average, the Army is paying up to 26
percent more for the contractors, as depicted in table 2.

Table 2: Comparison of the Average Cost of CCE’s Government and Contractor
Contract Specialists

GS equivalent | Average hourly | Average hourly | Percent difference between the
costofa costofa hourly cost of a government
government contractor employee and a contract
contract contract employee
specialist specialist
GS-12 equivalent $59.21 $74.99 26.65
GS-13 equivalent $72.15 $84.38 16.95

Source: GAQ analysis based on government information and contract files.

Key elements of our analysis were:

¢ The loaded hourly cost of a government employee includes their salary, costs
of the government’s contributions to the employee’s benefits, the costs to train
the employee, the employee’s travel expenses, and the costs of operations
overhead—which are the costs of the government employees that provide
support services, such as budget analysts or human capital staff.

PDOD does maintain data from its competitive sourcing, or A-76, program. However, the number of A-76
public/private competition contracts is relatively small and the results from this program may not be
representative of the results from all services contracts for new or expanded O&M work. See GAQ, DOD
Budget: Trends in Operation and Maintenance Costs and Support Services Contracting, GAO-07-631
{Washington, D.C.: May 18, 2007).

11
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» Government employee salaries and benefits were based on actual data from
one pay period. These data were then compared to hourly cost of contractors
ordered during the month of that pay period. The cost of a contractor
employee is the fully loaded hourly rate the government pays for these
services. We reported the weighted average of those hourly rates because the
agency used two contractors at two different rates during the month of August
2007.

» We excluded the costs that the government incurs for both government and
contractor-provided specialists. These include the costs of supplies, facilities,
utilities, information technology, and communications costs.

This example is one illustrative case. In another example, officials at the Missile Defense
Agency told us last year that, according to their calculations, the average cost of their
government employees was $140,000, compared with an average cost of $175,000 for
their contractors—who accounted for 57 percent of their 8,186 personnel positions.” We
will, however, continue to do work in this area.

CONCLUDING POINTS

In closing, I believe that we must engage in a fundamental re-examination of when and
under what circumstances we should use contractors versus civil servants or military
personnel, This is a major and growing concern that needs immediate attention. Once the
decision to contract has been made, we must address challenges we have observed in
ensuring proper oversight of these arrangements—especially consxdermg the evolving
and enlarging role of contractors in federal acquisitions.

And we must elevate the acquisition function within the department. I would like to
emphasize the critical need for actions to be taken to improve the acquisition workforce.
The acquisition workforce’s workload and complexity of responsibilities have been
increasing without adequate agency attention to the workforce’s size, skills and
knowledge, and succession planning. DOD is experiencing a critical shortage of certain
acquisition professionals with technical skills related to systems engineering, program
management, and cost estimation. Without adequate oversight by and training of federal
employees overseeing contracting activities, reliance on contractors to perform
functions that once would have been performed by members of the federal workforce
carries risk. As a final note, we are continuing to explore acquisition workforce issues in
ongoing work and we hope to bé making recommendations on these issues.

Mr. Chairman and Members of the subcommittee, this concludes my statement. I would
be happy to answer any questions you might have.

* Government employees accounted for 33 percent of the personnel positions, with the rerainder filled by
employees of federally-funded research and development centers and university and affiliated research
centers that were under contract or other types of agreements to perform missiie defense tasks.
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Appendix I; Systemic Acquisition Challenges at the Department of Defense

10.

Service budgets are allocated largely according to top line historical percentages
rather than Defense-wide strategic assessments and current and likely resource
limitations.

Capabilities and requirements are based primarily on individual service wants versus
collective Defense needs (i.e., based on current and expected future threats) that are
both affordable and sustainable over time.

Defense consistently overpromises and underdelivers in connection with major
weapons, information, and other systems (i.e., capabilities, costs, quantities, and
schedule). i

Defense often employs a “plug and pray approach” when costs escalate (i.e., divide
total funding dollars by cost per copy, plug in the number that can be purchased, then
pray that Congress will provide more funding to buy more quantities).

Congress sometimes forces the department to buy items (e.g., weapon systems) and
provide services (e.g., additional health care for non-active beneficiaries, such as
active duty members’ dependents and military retirees and their dependents) that the
department does not want and we cannot afford.

DOD tries to develop high-risk technologies after programs start instead of setting up
funding, organizations, and processes to conduct high-risk technology development
activities in low-cost environments, (i.e., technology development is not separated
from product development). Program decisions to move into design and production
are made without adequate standards or knowledge.

Program requirements are often set at unrealistic levels, then changed frequently as
recognition sets in that they cannot be achieved. As a result, too much time passes,
threats may change, or members of the user and acquisition communities may simply
change their mind. The resulting program instability causes cost escalation, schedule
delays, smaller quantities and reduced contractor accountability.

Contracts, especially service contracts, often do not have definitive or realistic
requirements at the outset in order to control costs and facilitate accountability.

Contracts typically do not accurately reflect the complexity of projects or
appropriately allocate risk between the contractors and the taxpayers (e.g., cost plus,
cancellation charges).

Key program staff rotate too frequently, thus promoting myopia and reducing
accountability (i.e., tours based on time versus key milestones). Additionally, the
revolving door between industry and the department presents potential conflicts of
interest,

13
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The acquisition workforce faces serious challenges (e.g., size, skills, knowledge, and
succession planning).

Incentive and award fees are often paid based on contractor attitudes and efforts
versus positive results (i.e., cost, quality, and schedule).

Inadequate oversight is being conducted by both the department and Congress, which
results in little to no accountability for recurring and systemic problems.

Some individual program and funding decisions made within the department and by
Congress serve to undercut sound policies.

Lack of a professional, term-based Chief Management Officer at the department

serves to slow progress on defense transformation and reduce the chance of success
in the acquisitions/contracting and other key business areas.

14
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Mr. MURTHA. I will go to Mr. Hobson since he has to leave at
4:00.

FUNCTIONS OF THE ACTIVE-DUTY FORCE

Mr. HoBsON. Thank you, Mr. Chairman. I think I agree with
most of everything you said. It seems to me—and I would like to
know how you feel about what I am going to say here—it seems
to me that the Army and the military in general made a decision—
I don’t know exactly when—that there were certain types of func-
tions that they weren’t going to carry in the Active-Duty force.

Let me give you an example: Construction of large military
bases, the funding of the support operations for those, such as car-
rying certain types of skill sets that they would have. A real exam-
ple is they put a lot of stuff in the Reserve and the Guard that
have historically been in the Active Duty, which they have now
changed. For example, military police. Military police changed al-
most totally from Active Duty into the Guard and Reserve.

PLANNING FOR CONTINGENCIES

There are other types of specialties, MOSes, that that has hap-
pened to. They did some, apparently, preplanning of equipment and
materiel and putting it in various sites around the world in case
there were contingencies. They also entered into some very large
contracts with some very large people such as Brown and Root and
Halliburton and a couple of these other people that they could
guide all these things under in the beginning. That apparently
wasn’t planned well, because they have already now changed a lot
of those MOSes back into the service. But the planning side of
these large contracts seemed to get out of whack. And that is
where they then found out that they need—and what I am really
wondering, all this comes back to one thing—we challenged the ad-
ministration bipartisanly about the number of people that they
were putting into Iraq in this Committee, time and time again at
the beginning. And the more I think about this, I am wondering
if part of this whole problem with all of these contractors goes back
not only to that base set thing that they did at the time, but the
fact that they didn’t put enough people into Iraq in the beginning
and therefore subcontracted a lot of things out that they might
have otherwise been able to do.

LACK OF SKILL SETS AND PERSONNEL

So it is twofold. One, did they early on before this war, way back,
probably even in the previous administration, make a statement to
themselves—and this goes back to Bosnia and Kosovo—we are not
going to carry—before that—we are not going to carry these sets.
We are going to contract that out. And that, then, is exacerbated
by the fact that they didn’t put enough people into Iraq to perform
a lot of the services and then went out and hired a bunch of sub-
contractors to do things that they hadn’t done before, such as all
these guards. And not just the Army, but the State Department
has done this. A lot of other agencies have gone out and contracted
out things that would have normally been theirs.
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That is a rambling question. But do you agree with the premise
that, one, they did change the concept? And, two, did we put
enough people in? And did that cause some of this problem? And
third, about those big

Mr. WALKER. Sure. Well, I think you noted some of the problems
that have manifested themselves over the passage of time because
of actions that have been taken where people have had to do some-
thing different than what they planned because either, A, they
didn’t plan or, B, the plan didn’t turn out to be effective.

HUMAN CAPITAL STRATEGIC PLAN

Let me suggest this. Having been in the human capital business
for a lot of years in the private sector, basically I think what needs
to be done here is there needs to be a human capital strategic plan.
Let’s take the Defense Department, which this subcommittee is
concerned with, you have a mission. And you have certain things
that have to be done to accomplish that mission. You then identify
which ones of those activities are core and which ones are non-core.
You then determine what type of skills and knowledge are nec-
essary in order to achieve those functions. If they are non-core,
then you are probably going to go to the private sector as a first
resort. But if the concern is the core or something that is close to
core, what kind of skills and knowledge are necessary? Is it a re-
curring need? In that circumstance, you need to make sure that
you have civilians doing it as long as—or the military, depending
on the circumstance—as long as our policies are adequate to be
able to attract and retain enough people. I don’t think that has
been done.

You know, it is understandable, if you have an Iraq or a Katrina,
that you may have a temporary need and you may have to surge
up for a temporary period of time. On the other hand, I don’t think
that we have done enough planning with regard to the basic recur-
ring need. And as a result, in some circumstances people have de-
faulted to using the military to the extent that they can—of course,
the size of the force has been contracted considerably in the last
10 to 20 years. And in some cases, they have used contractors, be-
cause you can order the military and you can get a contract done
fairly quickly, a lot quicker than you can hire people in the Federal
Government.

REDUCTION IN ACQUISITION WORKFORCE

Mr. HoBsoN. Well, this morning we heard that they didn’t have
enough people to contract out. As we cut back in the military, one
of the places they figured out they would cut back was in acquisi-
tion. I assume you would agree with that?

Mr. WALKER. Yes. We have noted that there has been a signifi-
cant reduction in the acquisitions workforce. I think you have to
look at two issues there. Not just how many people but what kind
of skills and knowledge did those people have? Do they have the
right kind of skills and knowledge to deal with the current and pro-
spective type of contracting we are going to be doing, rather than
what we may have been doing 10 or 20 years ago. What we are
contracting for is a lot different now. There are a lot more services
arrangements than in the past.
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MANAGEMENT OF CONTRACTING OFFICERS

Mr. MURTHA. Let me say the impression I got this morning. The
Air Force hires contract officers, and they keep them in that line
their whole career. The Army, on the other hand, puts officers in
contracting for a while, then they go into the line, they go into dif-
ferent jobs, and then they come back to be contract officers.

Now, we learned this morning that 67 percent of the contract of-
ficers in Iraq are Air Force. And the balance is the Army. And yet
the Army is the executive director or agency for contractors. Now,
it makes no sense to me that if the policy i1s we go to contracting
in order to take care of a temporary situation, and yet when the
temporary situation comes up, we don’t have enough people to
oversee what is necessary. Now, General Thompson this morning
admitted that they were slow in responding to these problems. But
the point is that was what it was all about.

Now my concern is, it costs—at least in my estimation—it costs
more to hire civilians than it does to do the work in-house. I mean,
that is

Mr. WALKER. You mean the contractors. It costs more to hire
contractors.

COST OF CONTRACTORS

Mr. MURTHA. Right. I'm sorry. It costs more to hire contractors
rather than civilian employees. And those civilian employees are
dedicated, and, as you say, to do the core thing. But if you look at
the circular from OMB, it says the policy of the Federal Govern-
ment has been to rely on private sector for needed commercial serv-
ices. Now, you can interpret that any way you want to. And I think
that is part of the problem. I think they just—whether it is easier,
don’t know. You have got people who retire from the service and
then they go to work as a contractor. They get retirement pay in
many cases and yet they are contractors. And it costs us more, usu-
ally, to hire contractors.

We heard last year that the Budget Office was going to hire con-
tractors to prepare a budget for us. I mean, they weren’t going to
do it themselves. They were going to hire a contractor to prepare
a budget. That is the Defense Department.

Mr. WALKER. I would call that core myself.

Mr. MURTHA. I would call that core.

FUNDING FOR FEDERAL CONTRACTING OFFICERS

Mr. HOBSON. Mr. Chairman, one last comment on that. I felt a
reluctance by him this morning, and I just wanted the rest of the
Committee to hear it, as to whether he has asked for enough
money or if he is getting pushback from OMB on asking for the
right number to fix this. And I don’t know whether this is the right
forum to discuss that or not. But this is something that you might
be helpful in in helping the administration or others to come to the
right number. Because I got the impression that there is some—
we find this all the time at OMB. But there seems to be—I sensed
the hesitancy for him to give us a number where he felt com-
fortable that he was going to be able to hire the right number of
people.
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Mr. MURTHA. I think what Mr. Hobson is saying is true. Here is
the thing. Mr. Moran said this morning the authorizing committee
cut back. Well, they are quick to say we are going to veto a bill
if the administration is not happy with it. So the authorizing com-
mittee would not have done that without the administration being
satisfied with what they were doing; in other words, cutting back
the number of acquisition people. It shows you how complicated
this business is when we couldn’t find people. And now they are
saying, okay, we are going to hire x number of civilian employees
and we are going to hire x number of contractors. The contractors
are double what they are going to hire in civilian employees, which
is much more expensive during this period of time.

So we need some work here. We need some advice about how we
handle this so that the fraud and abuse that we see, the cash that
was flowing over there, as Bill Young said this morning, that we
stop that and we have better oversight over these things before it
is too late.

One of the minor things I talked about today is the surge
money—or CERF money we give to the commanders. Now they say
they have been auditing that. They say it is no problem. Let me
tell you something. If there is cash flowing around, there could be
a problem. So I suggest to them now to watch that very carefully.

DECISION TO CONTRACT FOR SERVICES

Mr. WALKER. Well, Mr. Chairman, I come back to something I
touched on before. First, what is the Department doing with regard
to making the determination of when is it appropriate to use mili-
tary versus civilian versus contractor personnel for ongoing recur-
ring types of functions and activities, excluding contingency oper-
ations?

Secondly, what plans are they making to be able to be in a posi-
tion to respond in a more timely and effective manner when a con-
tingency operation occurs, which they will from time to time, of dif-
ferent types?

And then thirdly, recognizing that, if there is a temporary need,
and it truly is temporary, it doesn’t necessarily make sense to hire
or to use civilian personnel if it is truly temporary.

On the other hand, we ought to be figuring out ways in which
where the answer is we really ought to be using civilian personnel
rather than contractors, we ought to be figuring out ways that we
can end up doing it a lot quicker than we can right now, because
I can tell you that there is little question in my mind that one of
the reasons that military is used on occasion and contractors are
used on occasion is because you can get it done quicker. And not
necessarily better and not necessarily more cost-effective. It is
quicker.

Mr. MURTHA. Well, we would like you to give us some advice as
we go through the legislative process about what guidance we can
give to the various departments of the Army or services.

LOGISTICS HEALTH INC. CONTRACT

Mr. WALKER. We will be happy to, Mr. Chairman.
Mr. MURTHA. Mr. Dicks.
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Mr. Dicks. One of the concerns that we have had up here, and
I know you have gotten into this. I believe the GAO is reviewing
the Logistics Health Inc. contract. Are you involved in that one?

Mr. WALKER. My understanding is we have a bid protest on that.
I apologize, Mr. Dicks—we have dismissed it because the company
that protested it was a subcontractor to——

Ms. CorrEY. Yes. Logistics Health was the contract subcon-
tractor to the company that protested.

Mr. WALKER. Okay. Logistics Health was the subcontractor to
the company that protested.

Ms. COFFEY. So it was dismissed.

Mr. WALKER. So there wasn’t a third party involved to protest.

Mr. Dicks. Okay. We were told that on September 25, Logistics
Health was awarded an $800 million contract despite the fact that
at least one other company bid $100 million less. The award of the
contract has been put on hold and pending—I guess it isn’t on hold.

Dina Rasor, the author of Betraying Our Troops, talked about
the destructive results of privatizing war, said it was likely—Dr.
Winkenwerder was at the DOD and he left in June of 2007 to go
to work with this Logistics Health Inc. And on June 30, DOD
began accepting bids for a contract to give soldiers medical and
dental exams before being deployed. Before leaving DOD, Dr.
Winkenwerder had been in charge of the office that wrote the con-
tract.

So does anybody look into these kind of things? Or does the DOD
IG have to look into this?

Mr. WALKER. They would be on the first line of response to some-
thing like this. As you know——

Mr. Dicks. They don’t have a 1-year rule I take it, like we do?

Mr. WALKER. A cooling-off period? Yes, there are cooling-off peri-
ods applicable to certain executive branch——

Mr. DIcks. So the question would be whether he was actually in-
volved or not.

Mr. WALKER. Whether he was directly and substantially involved
is probably what the test is.

Mr. MURTHA. I will tell you, if a Member of Congress were in-
volved, it wouldn’t make any difference whether he was involved or
not. The perception would have been and the perception is that he
had something to do with it. That is part of the problem. I don’t—
listen, I don’t want to stop anybody from making money. But when
a sole-source contract is given, it makes it look to all of us like
there is somewhat of a problem. But where are we with the con-
tract, do you know?

Mr. WALKER. No, I don’t, Mr. Chairman. I will try to find out
something for the record.

[CLERK’S NOTE.—A response was not provided.]

Mr. WALKER. Let me just say, Mr. Dicks, that I have said quite
frequently that the law represents the floor of acceptable behavior.
You definitely don’t want to violate the law. But there are moral,
ethical, and other standards that rise above the law. And some-
times, one shouldn’t do something, even though it is not illegal.

Mr. Dicks. Yeah. Well, again, I know Winkenwerder and I have
met with him several times. I would be surprised, honestly, if he
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would do anything that would be—that would not have been ac-
ceptable under the current rules.

Mr. MURTHA. The point, Mr. Dicks, is that was an $800 million
contract?

Mr. Dicks. $800 million contract.

Mr. MURTHA. And it is a sole-source contract. That is the thing
that worries this Committee when we hear so much about competi-
tion with small contracts.

Mr. Dicks. It says here—I don’t know if this is in the back-
ground from the staff—on September 25 Logistics Health was
awarded the $800 million contract despite the fact that at least one
other company bid $100 million less. So I think there is a question
whether—if the awarding of the contract has been put on hold
pending GAO review.

Mr. WALKER. That was previous, prior to the dismissal.

Mr. Dicks. Does this happen quite often where somebody that
doesn’t bid—I am not always for giving contracts to the lowest bid-
ders, because we have seen over and over again in the defense in-
dustry where people bid low, then they get the contract and then
the prices escalate. I mean, I have seen some go up two or three
times over what they bid. So I hope that somebody looks at:

I am thinking more of TRW and Lockheed, if you want to know
the truth. You have your examples, I have mine, okay?

CONFLICT OF INTEREST RULES

Mr. WALKER. Mr. Dicks, I think it would be of interest to you
and the other members of the subcommittee that we have two en-
gagements under way right now that we plan to issue in March
and April, respectively, that deal somewhat with this issue. The
first has to do with conflicts of interest, which we are doing work
for the Senate Armed Services Committee to provide more informa-
tion on the conflict rules that exist within the Department of De-
fense and those that apply to the contractors, and the differences
between those two.

REVOLVING DOOR

And then, secondly, we are doing some work, as required by stat-
ute, on the revolving door issues. And, to what extent do you have
people who leave the Defense Department and end up going to
work for major contractors where you could have either real or per-
ceived conflicts of interest along the lines of what you are referring
to?

The first will be issued in March and the second will be issued
in April, and we will make sure this Committee receives copies.

SOLE-SOURCE CONTRACTS

Mr. Dicks. This morning we were also talking about sole-source
contracts. And how do you view that? I mean in what situations
are these justified? And when should there be competition?

Mr. WALKER. Typically the circumstance in which you would ex-
pect to see a sole-source contract is where you have a critical need
that is very time-sensitive, in which there is prior experience that
can help inform that decision. Sometimes what will happen is you
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might end up having to issue a sole-source contract when all of
those criteria are met, but you then may want to compete it, you
know, shortly thereafter. So, in other words, you might give it sole-
source——

Mr. Dicks. You don’t give it to them forever.

Mr. WALKER. You don’t give it to them forever. You might do it
initially. That happened in Iraq. There were circumstances where
there were initially sole-source contracts that were granted. But it
wasn’t forever. And then they were recompeted after a period of
time. One of the things you have to be careful of is you don’t end
up issuing sole-source contracts in circumstances where, if you had
done planning that I mentioned before—like in the case of Katrina.
If there are certain contingency operations that apply, if you know
you are going to need certain services and capabilities at that time,
then one of the things that I think the government needs to be
doing more of is to anticipate that, to have a competitive process
where you enter into a process whereby the government can issue
task orders and draw down on that contract when that contingency
occurs. We should be doing that to a greater extent than we are
now. And that is something that we have noted not just with re-
gard to the Defense Department but also with regard to the De-
partment of Homeland Security in relation to the Katrina contin-

gency.
CONTINGENCY CONTRACTING

Mr. Dicks. So in other words, you could even stockpile; there are
some situations where we have done this in the Defense Depart-
ment. You have prepositioned ships. You could have prepositioned
reserves of things that you know you are going to need around the
country. I think we are doing that now, I believe.

Mr. WALKER. Well, there are two issues, Mr. Dicks. I am saying
two things. One, you are correct, we have “prepo” for military and
for nonmilitary purposes, if you will. I am talking about something
different from that. I am talking about where you don’t necessarily
want to buy a lot of things and store it, because that costs money.

Mr. Dicks. Right.

Mr. WALKER. In some cases, Some things have a longer shelf life
than others things. But what I am talking about is in addition to
“prepo” in appropriate circumstances, to enter into competitive bid-
ding arrangements. Conduct competitive bids so that people can
bid on certain types of products and services that we know we will
need if a contingency happens. Therefore, you don’t actually buy it.

Mr. DIicks. Give us an example.

Mr. WALKER. Okay. Let me give you an example. Remember how
we bought all these trailers of which we didn’t use many? Since we
know that hurricanes happen, floods happen, tornadoes happen, et
cetera, it might be nice if we thought about entering into a com-
petitive bid arrangement among all the different potential pro-
viders that could provide trailers and have them bid against each
other such that we have the right to buy trailers at a pre-stated
price, if